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4Q'24 EBITDA of PLN 129mn, above our estimates and consensus,
robust result of generation, new CCGT projects on the horizon?

Andrzej Kedzierski
andrzej.kedzierski2@pekao.com.pl

ZE PAK reported 4Q'24 financial results with the following highlights:

B Revenues of PLN 623mn (-25% yly, +20% q/q), +8% above our estimates (PLN
575mn) and +10% above market consensus (PLN 568mn).

B EBITDA of PLN 129mn (-71% yly, +287%) and was 174% above our estimates
(PLN 47mn) and +219% above market consensus (PLN 40mn).

B In generation segment reported EBITDA amounted to PLN 138mn (-58% yly, loss
of PLN 11mm quarter ago). Volumes of generated power are higher by 132% y/y and
higher 20% q/q.

B In mining segment reported EBITDA amounted of PLN -28mn (vs. PLN 220mn
year ago and PLN 22mn quarter ago). Coal consumption was higher by 100% y/y and
higher 17% q/q.

B Net income including income from associates (PAK-PCE’s portfolio of green assets)
amounted to PLN 7mn.

B Net cash amounted to PLN 472mn (vs. PLN 532mn in 3Q’24).

B As of the end of 2024, three units with a total capacity of 644 MW (Patndw | units 1,
2, and 5) were decommissioned, leaving the company with only the newer 474 MW
unit (Patnow Il) in operation. ZE PAK plans to shut down this unit as well and end its
mining operations around the turn of 1Q/2Q 2026.

B Regarding the CCGT Adamow project, construction progress reached 33% by the end
of 2024, with commissioning scheduled for 3Q 2027. ZE PAK is currently negotiating
the sale of 100% of its stake in the project to PGE. The transaction is expected to
close by June 30, 2025.

B ZE PAK also announced it has submitted grid connection applications for two planned
CCGT units, each with a capacity of 900 MW.

Qur view: POSITIVE

The results significantly exceeded both our estimates and market consensus, driven primarily
by a very strong performance in the generation segment. According to our calculations, the
average electricity price realized by the company in 4Q’24 increased markedly to PLN
858/MWh, up from PLN 722/MWh in the previous quarter (+19% qg/q). At the same time, the
implied cost of CO_ emission allowances fell to PLN 288/t from PLN 381/t in 3Q’24 (-24% q/q).
As a result, the generation spread (electricity price minus CO, costs) doubled quarter-on-
quarter, rising from PLN 228/MWh to PLN 485/MWh (+113% g/q), which is significantly above
our expectation of PLN 286/MWh. The company also benefited from lower lignite mining costs,
which declined to PLN 178/t (-32% g/q), outperforming our forecast of PLN 235/t. The drop in
unit costs was partly driven by higher production volumes, but there was also a notable overall
reduction in total costs.

We highlight new information regarding ZE PAK'’s intention to develop two new CCGT units
with a combined capacity of 1.8 GW. According to our estimates, the construction cost of such
units could currently approach PLN 10 bn — more than four times the budget of the ongoing
CCGT Adamoéw project (PLN 2.4 bn). A project of this scale would not be feasible without debt
financing, and given ZE PAK’s current difficulties in securing funding for a significantly smaller
project, we believe successful execution of this plan will be highly challenging.

Itis possible that ZE PAK will advance both projects to a ready-to-build (RTB) stage and secure
capacity market contracts, with the intention of selling them — similarly to the approach taken
with CCGT Adamodw (likely again to PGE, which has the most ambitious gas capacity expansion
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plans). If sold at the RTB stage, the projects could become a positive catalyst for ZE PAK’s
valuation. However, if the company intends to build and operate the units on its own, we would
see this more as a risk than an opportunity.

Given that ownership transfers of such projects are relatively rare, we are keenly awaiting
details of the sale price ZE PAK will receive for the Adaméw CCGT project. Considering the
favorable capacity contract, we believe the sale price should exceed ZE PAK’s incurred costs
by a few hundred million PLN. That said, any such estimate is highly sensitive to future
electricity price trajectories and assumed load factors, making it subject to significant
uncertainty.

The company has a net cash position of PLN 474mn, but we note that the provision for CO2
allowances increased to PLN 650mn PLN from PLN 477mn PLN in 3Q"24. Including only this
provision net cash is becoming net debt and amounts to PLN 178mn. We highlight that it is
important to bear in mind that ZE PAK's cash position does not include a PLN 498m reclamation
provision, as reported by the company at the end of 4Q’24, which will need to be covered in the
coming years due to cease of lignite-related operations.

ZE PAK: 4Q'24 financial results

P&L (PLNmn) 3Q'23 4Q'23 1Q24 2Q'24 3Q24 4Q24 YIY Q/Q Pekao Pekéo Cons. C\:)Snls 2023 2024
Revenues 820 829 520 522 521 623 -25%  20% 575 8% 568 10% 3,106 2,185
EBITDA 397 445 27 93 33 129 -71% 287% 47 174% 40  219% 728 282
Generation 135 332 -91 -15 -11 138 -58% na 0 na na 732 22
Mining 190 220 124 72 22 -28 -113% -225% 19 na na 25 191
Other 72 -107 -7 36 22 18 -117% -15% 28  -34% na -29 69
EBIT 413 419 23 89 30 122 -71% 314% 41 199% 40 203% 689 265
Net income 376 335 -5 110 33 124 -63% 272% 30 313% 29  330% 745 263
EBITDA margin 48%  54% 5% 18% 6% 21% 8% 7% 23% 13%
EBIT margin 50% 51% 4% 17% 6%  20% 7% 7% 22% 12%
Net income margin 46%  40% -1%  21% 6%  20% 5% 5% 24% 12%
OCF 141 -57 104 252 92 32 -155%  -66% -322 480
% EBITDA 36% -13% 389% 271% 278%  25% -44%
CAPEX 304 -484 -3 -365 -25 -89 -82% 258% -489 -482
Net debt (net cash) -1,189 -494 -643 -464 -532 -472 4% -11% -494 -472
Net debt adjusted* 148 222 157 459 537 732 230%  36% 222
ND / EBITDA -1.8x  -0.5x  -0.9x -1.0x -2.6x -L7x 215% -36% -0.5x
ND adjusted / EBITDA 0.2x 0.2x 0.2x 1.0x 2.6x 2.6x  987% -2% 0.2x
Generation
Volume of generated power (TWh) 0.31 0.20 0.27 0.31 0.39 0.46 132% 20% 0.45 -3% 1.23 1.43
Volume of traded power (TWh) 0.15 025 0.23 0.19 0.12 0.08 -68% -33% 0.10 25% 0.68 0.62
Realized price of power (PLN/MWh)** 1,392 1,388 696 731 722 858 -38%  19% 710 -17% 1,201 753
CO2 emission (mnt) 0.43  0.29 0.35 0.40 0.50 0.60 107%  20% 0.54 -10% 1.65 1.85
Realized CO2 price (PLN/t)** 394 297 406 398 381 288 3% -24% 370 28% 383 351
CO2 cost per MWh 547 431 526 514 493 373 -14% -24% 444 19% 513 454
Emission factor (t/MWh) 1.39 1.45 1.30 1.29 1.30 1.29 -11% 0% 1.20 1% 1.34 1.29
Spread (power price-CO2, PLN/MWh) 845 957 169 217 228 485 -49% 113% 286  -41% 688 299
Mining
Coal consumption (mnt) 042 031 0.36 0.39 0.53 0.62 100%  17% 054 -13% 1.66 1.9
Implied extraction cost (PLN/t) 193 264 263 312 246 178 -32% -28% 235 32% 283 216
Implied reveneues per t (PLN/t) 662 605 586 455 279 147  -76%  -47% 270 84% 566 330

*Includes net CO2 allowances provisions, land reclamation provisions and provision for reclamation of ash sites and decommissioning costs of fixed assets.
** Pekao Equity Research estimates for 4Q24
Source: Company, Pekao Equity Research
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DISCLAIMER

Pekao Brokerage Office (BM) is an organizationally separated unit of Bank Polska Kasa Opieki S.A., based in Warsaw, ul. Zubra
1, 01-066 Poland. Bank Polska Kasa Opieki Spétka Akcyjna with its seat in Warsaw, at ul. Zubra 1, 01-066 Warsaw, Poland,
entered in the register of entrepreneurs in the District Court for the Capital City of Warsaw in Warsaw, XIlIl Commercial Division
of the National Court Register, KRS: 0000014843, NIP: 526-00-06-841, REGON: 000010205, share capital (entirely paid) in the
amount of PLN: 262 470 034.

BM is supervised by Polish Financial Supervision Authority, ul. Piekna 20, 00-549 Warsaw, Poland and is subject to regulations
issued by the Financial Supervision Authority as well as by certain other regulators in the European Union.

The investment analysis is addressed to clients who have entered into an investment research agreement with BM, it is not a
general investment advice, nor an investment recommendation provided as part of the investment advisory service, nor a part of
portfolio management service. The analysis is given without taking into consideration the needs and circumstances of the Client,
in particular when preparing the analyses BM does not examine the Client’s investment objectives, level of risk tolerance, time
horizon as well as the financial situation of the Clients nor does it assess the suitability of the service.

The investment analysis is based on information obtained from, or are based upon public information sources that we consider to
be reliable but for the completeness and accuracy of which we assume no liability. All estimates, projections, forecasts and
opinions included in the report represent the independent judgment of the analysts as of the date of the issue. We reserve the
right to modify the views expressed herein at any time without notice. Moreover, we reserve the right not to update this information
or to discontinue it altogether without notice. While preparing the investment analysis, the company's compliance with the "Best
Practices of WSE Listed Companies 2021" was taken into account, based on the GPW IT tool "Best Practices Scanner" - Microsoft
Power Bl

This investment analysis is for information purposes only and does not constitute an offer to buy, sell or subscribe to any financial
instrument on any financial market. It is also not an advertisement.

BM is not responsible for the consequences of investment decisions made on the basis of the investment analysis. The investment
analysis does not give any guarantee that a given strategy or price projection is appropriate for a specific Client, and when using
it one should not resign from conducting an independent assessment and taking into account risk factors other than those
presented. The securities discussed may fluctuate in price or value. Investors may get back less than they invested. Changes in
rates of exchange may have an adverse effect on the value of investments. Furthermore, past performance is not necessarily
indicative of future results. In particular, the risks associated with an investment in the financial instrument or security under
discussion are not explained in their entirety. The use of BM services involves investment risk, described in detail on the website
www.pekao.com.pl/biuro-maklerskie
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