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1. Operating income/(loss) (1 354 000) 572 000 (309 436) 136 685
III. Profit/(loss) before income tax (1713 000) 281 000 (391 480) 67 148
IV. Consolidated net income/(loss) (1746 000) 254 000 (399 022) 60 696
V. Net income/(loss) attributable to owners of Orange Polska S.A. (1 746 000) 254 000 (399 022) 60 696
VL. Earnings/(loss) per share (in PLN/EUR) (basic and diluted) (1.33) 0.19 (0.30) 0.05
VII. Weighted average number of shares (in millions) (basic and diluted) 1312 1312 1312 1312
VIII. Total comprehensive income/(loss) (1672 000) 280 000 (382 110) 66 909
IX. Total comprehensive income/(loss) attributable to owners of Orange Polska S.A. (1 672 000) 280 000 (382 110) 66 909
X. Net cash provided by operating activities 2 549 000 2 547 000 582 535 608 631
XI. Net cash used in investing activities (5 074 000) (1 580 000) (1159 586) (377 557)
XII. Net cash provided by/(used in) financing activities 2521 000 (949 000) 576 136 (226 773)
XIII. Total net change in cash and cash equivalents (4 000) 18 000 (914) 4301
Balance as at Balance as at Balance as at Balance as at
31/12/2016 31/12/2015 31/12/2016 31/12/2015
XIV. Total current assets 2 418 000 2 330 000 546 564 546 756
XV. Total non-current assets 20 170 000 19 322 000 4559222 4534 084
XVI. Total assets 22 588 000 21 652 000 5105 786 5080 840
XVIL Total current liabilities 4 148 000 5185 000 937613 1216708
XVIIL Total non-current liabilities 8431 000 4490 000 1905 741 1053 619
XIX. Total equity 10 009 000 11 977 000 2262432 2810513
XX. Equity attributable to owners of Orange Polska S.A. 10 007 000 11975 000 2261 980 2 810 043
XXI. Share capital 3937 000 3937 000 889919 923 853

of vears ended 31 December 2016 and 2015.

flows data are presented below:

1 Euro
Consolidated statement of financial position

income, consolidated statement of cash flows

31 December 2016

31 December 2015

Consolidated income statement, consolidated statement of comprehensive

4.4240 PLN
4.3757 PLN

4.2615 PLN
41848 PLN

The consolidated statement of financial position data as at 31 December 2016 and 2015 presented i the table “Selected financial data™ was translated into Euro at the average exchange rate of the National
Bank of Poland on the end of the reporting period. The consolidated income statement data, together with the consolidated statement of comprehensive income and consolidated statement of cash flows data
for the vears ended 31 December 2016 and 2015, were translated into Euro at an exchange rate which is the arithmetical average of the average NBP rates published by the NBP on the last day of each month

The exchange rates used in translation of consolidated statement of financial position, consolidated income statement, consolidated statement of comprehensive income and consolidated statement of cash
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Dear Shareholders,

In 2016, in line with our mid-term action plan, we focused on investments in connectivity improvement, and on
very proactive customer acquisition on all fronts of our business.

Fibre: our top priority

In 2016 we continued to make significant investments in our fibre network rollout. This strategic priority will
differentiate our offer on the market and is a key factor in our ongoing transition from a legacy to a modern
telecom company. The size of our fibre network doubled last year to close to 1.5 million households. We have
the largest fibre network in Poland, available in 37 cities. As this technology is still new in Poland, we put a lot
of effort into our marketing communications through the year to build customer awareness. Customer take-up
increased in every quarter and reached 31,000 in Q4. Almost 80% of customers acquired in Q4 were new
customers to Orange Polska — which is evidence that we are winning market share from the competition.

Mobile network: responding to the surge in data consumption

In the face of a continuing surge in data consumption, one of our most important tasks was to improve mobile
connectivity based on the newly acquired spectrum. Our mobile 4G/LTE network now covers almost the entire
population and serves more than 60% of our mobile data traffic. The volume of data transferred in our network
increased by ¢.130% due to the growing number of customers and much higher traffic per customer, driven by
increasing smartphone penetration and evolving customer needs. The growth of mobile data traffic exceeded
our previous expectations. | am pleased to say that our mobile network was the fastest one in Poland in 2016,
according to independent source speedtest.pl. | see this as evidence that the convergent network strategy
(fixed and mobile) that we have adopted is working well.

Mobile post-paid: a year of family offers and ‘LTE for Fixed’

2016 was another remarkable year for us in net customer additions in mobile post-paid. The number of SIM
cards increased by more than 1 million or 13% year-on-year, our best achievement in many years. We held on
to second place on the market in terms of mobile number portability, with a much better net result in post-paid
(+152,000) than the year before. This impressive growth was mainly fuelled by two market trends: the success
of our multi-SIM family offers, and much higher popularity of mobile broadband for use in the home (we call it
LTE for Fixed). Family offers are a powerful market tool to win households who use more and more mobile
devices. LTE for Fixed is gaining traction as a substitute for fixed broadband, especially in suburban areas, as
a consequence of much better mobile connectivity. Another contributing factor to growth in post-paid was
increased migration from pre-paid following a regulatory change that obliged users to register their pre-paid
SIM cards.

New rules on pre-paid: a new challenge, handled well

The pre-paid market in Poland is in transition following the aforementioned introduction of new SIM card
registration rules in July 2016. Handling this challenge required a lot of effort in terms of adjusting our IT
systems, redefining relations with distributors, customer education and marketing initiatives. By 1 February
2017 (the deadline for registration of existing cards to avoid disconnection), we registered 96% of our active
customers, which is exactly what we had expected. We anticipated that for a small portion of our customers,
the loss of anonymity would be a barrier. However, the cards can still be registered after 1 February, so |
expect the final figure to be slightly higher. Nevertheless, this challenge is not yet over. The rules of the game
for this market are now slightly different, so there is still some uncertainty as to how the new situation will
influence the competitive landscape.



Customer experience: moving towards simplification

In 2016 we continued our efforts to engage in active dialogue with our customers in line with the new “listening
and responding” approach we launched in 2015. Our goal is to make all customer journeys as simple as
possible by eliminating unnecessary pain-points and procedures — a goal that depends on the implementation
of numerous small initiatives. | am very pleased to say that these initiatives have worked: in 2016 we once
again improved our so-called Net Promoter Score (NPS), which is the key measure of customer satisfaction
for us. It has reached an all-time high as a result of significant improvements in satisfaction among our mobile
customers, on both B2C and B2B markets. We want to make further gains in this direction in 2017. Right now,
we are making big changes in the way we manage the customer experience. Our approach going forward will
be driven by customer journeys (different types of experience, such as purchase, payment, termination or
help) instead of distribution channels. This will allow us to provide a standardized and coherent quality of
service across all customer touchpoints.

Financial performance: in line with objectives

Our financial performance in 2016 was in line with our expectations. We generated EBITDA of PLN 3,163
million — in the range of our guidance. EBITDA was around 10% lower than in the previous year. It reflected
pressure on our top-line from the fixed line business, which is affected by the structural decline of legacy
services and high competition in fixed broadband. Our mobile revenues were up, mainly because the shift to
instalment sales in customer acquisition boosted equipment sales. Cost evolution reflected the approach
presented in our new action plan: an increase in direct costs, and further optimisations in indirect expenses.
Our cash generation reflected on one hand much higher payments for capex (related to our connectivity
investments) and on the other hand much better working capital management.

Focus for 2017: acceleration of fibre and execution improvements

In 2017 our key priorities will not change but our focus will be even more on improving our execution of
commercial actions and our investment process. Importantly, these efforts will be underpinned by the
organisational changes that we introduced, starting from January 2017, with respect to both B2C and B2B
areas. We will further improve our customer proposition and transform our distribution channels. We have just
launched a new offer, Orange Love, which is our first fixed-mobile ‘hard bundle’ and which, along with a new
4K TV experience, marks our new approach to winning households and promoting convergence. We plan to
expand our fibre network by more than 1 million new households in 2017, i.e. much more than in 2016, and
we will simultaneously accelerate service delivery time. We will also speed up the simplification and
transformation of our business, to improve our agility and protect profitability. We have decided to provide an
update on our longer-term outlook later in the year, once we have better visibility of the effects of the
above-mentioned initiatives.

Jean-Francois Fallacher
President of the Management Board and CEO
Orange Polska S.A.
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INDEPENDENT AUDITOR’S REPORT

To the General Meeting and Supervisory Board of Orange Polska S.A.

Opinion

We have audited the accompanying consolidated financial statements of Orange Polska Group (the
“Group”) for the year ended 31 December 2016, in which the parent company
is Orange Polska S.A. (the “Company”) located in Warsaw at Al. Jerozolimskie 160, containing the
consolidated statement of financial position as at 31 December 2016, the consolidated income
statement, the consolidated statement of comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the period from 1 January 2016 to
31 December 2016 and additional information to the consolidated financial statements, including
a summary of significant accounting policies (the “accompanying consolidated financial
statements”).

In our opinion, the accompanying consolidated financial statements:

- give atrue and fair view of the financial position of the Group as at 31 December 2016 and its
financial performance and its cash flows for the year from 1 January 2016 to
31 December 2016 in accordance with International Accounting Standards, International
Financial Reporting Standards and related interpretations announced in the form of regulations
of the European Commission (“International Financial Reporting Standards as adopted by the
EU”, “IFRS”), and other applicable laws and the adopted accounting policies,

- are in respect of the form and content in accordance with legal regulations governing the
preparation of consolidated financial statements.

Basis for Opinion

We conducted our audit in accordance with chapter 7 of the Accounting Act dated 29 September
1994 (the “Accounting Act”), National Auditing Standards in the form of the International Standards
on Auditing as adopted by Resolution no 2783/52/2015 of the National Council of Statutory Auditors
dated 10 February 2015 with subsequent amendments and International Standards on Auditing
(jointly: the “Standards”). Our responsibilities under these standards are further described in the
Auditor’s Responsibilities section of our report. We are independent of the Group in accordance with
article 56 paragraph 3 and 4 of Act on statutory auditors and their self-governance, audit firms
authorized to audit financial statements and public oversight dated 7 May 2009 and Code of Ethics
for Professional Accountants (the “IFAC Code”) as stated in Communique no 4249/60/2011 of
National Council of Statutory Auditors dated 13 June 2011 regarding the rules of professional ethics
for Statutory Auditors, and we have fulfilled our other ethical responsibilities in accordance with the
IFAC Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current period. These matters were addressed
in the context of our audit of the consolidated financial statements as a whole, and in forming our

opinion thereon, and we do not provide a separate opinion on these matters.

1. Goodwill impairment analysis

Why the matter was determined to be a key
audit matter

Under IFRS, the Group is required to annually
test the amount of goodwill for impairment.

This annual impairment test was significant to
our audit because of the balance of goodwill,
which is significant to the financial statements.
Management assessment process is based on
significant ~ judgments, assumptions and
estimates such as those underlying Group’s
strategy, future revenue streams, costs and
operating cash flows, WACC and perpetuity
growth rate (PGR), which are affected by
expected future market or economic conditions.

In 2016, the Group has updated its strategic plan
and its financial forecasts. As a result of the
decrease of the planned future cash flows and
the adoption of a higher discount rate, an
impairment charge of 1.8 billion zlotys was
recognized. The impairment charge was fully
allocated towards goodwill, which decreased its
value as presented in the statement of financial
position from 3.9 billion zlotys to 2.1 billion
zlotys.

Reference to related disclosures in the financial
statements

The Group’s disclosures about identification of
CGU and goodwill impairment test are included
in Note 8. “Impairment”, which specifically
explains the main assumptions and results of the
test together with a sensitivity analysis.

How the key audit matter was addressed in the
audit

We have gained understanding of the goodwill
impairment calculation process, performed a
walkthrough of the process and we evaluated
the management’s identification of the CGU
and reviewed the impairment test.

Our  procedures included  challenging
management on the suitability of the
impairment model and its assumptions, with
particular attention paid to the following:

* benchmarking key assumptions in
management’s valuation models with industry
range and market expectations including
revenue, cost and margin trends, capital
expenditure on network assets and spectrum,
market share and customer churn and discount
rates, against external data, where available;

* testing the mathematical accuracy of the cash
flow models and agreeing relevant data to
Board approved forecasts;

* assessing the reliability of management’s
forecast through a review of actual
performance against previous forecasts;

» comparing both the WACC and PGR applied
to the market range and discussing those with
our valuation specialists;

* assessing the sufficiency of the sensitivity
analysis performed by the management and
performing further sensitivity analyses,
primarily focused on changes in operating
cash flows;

* assessing the sufficiency of the disclosures
made in the financial statements describing the
impairment test and sensitivity analysis.
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2. Deferred tax assets

Why the matter was determined to be a key
audit matter

The Group performed detailed analysis of the
deferred tax assets (“DTA”) recoverability as at
31 December 2016. This matter was significant
to our audit because the balance of the DTA of
PLN 929 million as of 31 December 2016 is
significant to the financial statements. In
addition, management’s assessment process is
based on assumptions, specifically the timing
and amount of the future taxable profits, against
which deductible temporary differences and tax
losses carried forward can be utilized.

Reference to related disclosures in the financial
statements

The Group’s disclosures on deferred tax and
related significant assumptions are included in
Note 23.2 “Deferred tax”.

How the key audit matter was addressed in the
audit

We have gained understanding of the deferred
tax calculation process, performed a
walkthrough of the process and evaluated the
design of, and tested the controls over, the
process relating to deferred tax calculation.

We have analyzed the assumptions underlying
the recognition and measurement of deferred
tax assets.

Our procedures included the review of the
deferred tax assets utilization model and have
been aligned with our analysis of impairment
test, as the deferred tax assets recoverability
depends mainly on successful realization of the
Board approved forecasts.

3. Litigations, claims and contingent

liabilities

Why the matter was determined to be a key
audit matter

The Group is subject to number of significant
claims and litigations. Major risk identified by
the Group in that area relate to anti-monopoly
proceedings, compliance with regulatory
requirements or customer protection. The
amounts of claims may be significant and
estimates of the amounts of provisions or
contingent liabilities are subject to significant
management judgement.

Reference to related disclosures in the financial
statements

The Group’s disclosures on the status of claims
and proceedings are included in Note 27.
“Litigations, claims and contingent liabilities”.

How the key audit matter was addressed in the
audit

We have performed the following audit
procedures to be responsive to this area:

* we have gained understanding of the
litigation, claims and contingent liabilities
process, performed a walkthrough of the
process and evaluated the design of, and tested
the controls over the process relating to
provisions;

* we have analysed with the Company’s Legal
Department material legal cases;

« circularisation of legal letters to relevant
third party legal representatives and an
analysis of obtained responses to the inquiries;

» discussing with EY independent legal
specialist regarding selected legal cases;

* our audit procedures included analysis of
assessment of contingent liabilities and




The Polish original should be referred to in matters of interpretation.
Translation of auditor’s opinion originally issued in Polish.

EY

Building a better
working world

changes in provisions for claims and
litigations which are on a quarterly basis
submitted to the Audit Committee for review.

4. Accuracy of revenue recognition

Why the matter was determined to be a key
audit matter

The accuracy of revenue amounts recorded is an
inherent industry risk. This is because telecoms
billing systems are complex and process large
volumes of data with a combination of different
products sold and price changes in the year,
through a number of different systems.

Furthermore, the application of revenue
recognition accounting standards is complex
and involves a number of key judgements and
estimates.

Reference to related disclosures in the financial
statements

The Group’s disclosures on revenue are
included in Note 5 “Revenue”.

How the key audit matter was addressed in the
audit

We have gained an understanding of the
revenue recognition process, performed a
walkthrough of the process and evaluated the
design of, and tested the controls over the
process relating to revenue recognition process.

Our approach included both controls testing
and substantive procedures covering, among
others:

* review of the revenue recognition accounting
policies, significant judgments and estimates;

* evaluation of relevant IT systems;

* capture and recording of revenue
transactions;

* authorisation of rate changes and the input of
this information to the billing systems;

 comparing revenue to the billing data;

» comparing the revenue accruals to actual
data traffic available after month closing;

* we also tested a sample of customer bills and
checked these to cash received from customers.
Our testing included customer bills for
consumers, corporate and wholesale customers.

5. Estimated economic useful life for

certain network assets

Why the matter was determined to be a key
audit matter

The useful lives are reviewed annually and are
adjusted if current estimated useful lives are
different from previous estimates. The Group
extended the estimated useful lives for certain
network assets in 2016. As a result, depreciation
expense in 2016 relating to these assets is lower
by PLN 301 million than in 2015.

How the key audit matter was addressed in the
audit

We have gained an understanding of the
intangible and tangible fixed assets process,
performed a walkthrough of the process and
evaluated the design of, and tested the controls
over the process relating to intangible and
tangible fixed assets.
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These matters were significant to our audit | We have discussed and evaluated the change in
since they involve material amounts and | EUL and confirmed with the Company’s
significant management judgement. Management that the analysis and the
assessment of extended useful lives for certain
items of fixed assets represents the
Management’s best estimate in that respect and
Reference to related disclosures in the financial | that based on the analysis, the technical
statements condition of fixed assets justifies the extension

of their economic useful lives.
The Group’s disclosures on the EUL change

made is included in Note 11 “Property, plant
and equipment”.

We also found that the revised asset lives are
consistent with those commonly used in the
industry and that the economic circumstances,
including the impact of the forecasted
technological developments, exist that justify
their current economic useful life by
considering our knowledge of the business and
practice in the wider telecoms industry.

We also tested whether approved EUL were
appropriately recognised in the fixed asset
register.

Responsibilities of the Company’s Management and members of the Supervisory Board for the
consolidated financial statements

The Company’s Management is responsible, in accordance with the Accounting Act and regulations
issued on the basis of the Accounting Act, for the preparation and fair presentation of the
consolidated financial statements in accordance with International Financial Reporting Standards as
adopted by the EU and other applicable laws, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error. In addition, the Company’s Management
and the members of the Supervisory Board are required to ensure that the accompanying
consolidated financial statements meet the requirements of the Accounting Act.

In preparing the consolidated financial statements, the Company’s Management is responsible for
assessing of the Group’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

The members of the Supervisory Board are responsible for overseeing the Group’s financial
reporting process.

Auditor’s Responsibilities

We are responsible for the expressing of an opinion on the accompanying consolidated financial
statements based on the performed audit.
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Our objective is to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with the Standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Company’s Management.

* Conclude on the appropriateness of the Company’s Management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

* Obtain sufficient and appropriate audit evidence in relation to the financial information of the
entities comprising the Group in order to express an opinion on the consolidated financial statements.
We are responsible for the management, oversight and execution of the audit of the Group. We are
fully responsible for our audit opinion.

We communicate with the members of the Supervisory Board regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
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We also provide the members of the Supervisory Board with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with the members of the Supervisory Board, we determine those
matters that were of most significance in the audit of the financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

In accordance with ISA 320.5 the concept of materiality is applied by the auditor both in planning
and performing the audit, and in evaluating the effect of identified misstatements on the audit and of
uncorrected misstatements, if any, on the consolidated financial statements and in forming the
opinion in the auditor’s report. Hence all auditor’s assertions/statements contained in the auditor’s
report, including those on other information or regulatory requirements, are made with the
contemplation of the qualitative and quantitative materiality levels established in accordance with
ISAs and auditor’s professional judgement.

Report on Other Legal and Regulatory Requirements
Opinion on the Directors’ Report
Our opinion on the consolidated financial statements does not include the Directors’ Report.

The Company’s Management is responsible for preparation of the Directors’ Report in accordance
with the Accounting Act and other applicable laws. In addition, the Company’s Management and
members of the Supervisory Board are required to ensure that the Directors’ Report of the Orange
Polska Capital Group and of the Company (the “Director’s Report”) meets the requirements of the
Accounting Act.

In connection with the audit of the consolidated financial statements, our responsibility was to read
the content of the Directors’ Report and consider whether the information contained in it take into
account the provisions of art. 49 of the Accounting Act and the Decree of the Minister of Finance
dated 19 February 2009 on current and periodic information published by issuers of securities and
conditions for recognition as equivalent the information required by laws of non-EU member states
(the “decree on current and periodic information”), and whether they are consistent with the
information contained in the accompanying consolidated financial statements. Our responsibility
was also to consider, based on our knowledge of the Group and its environment obtained during the
audit of the consolidated financial statements, whether the Directors’ Report does not include
material misstatements.

We have concluded that the information included in the Directors’ Report corresponds with the
relevant regulations of art. 49 of the Accounting Act and the decree on current and periodic
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information and that the information derived from the accompanying financial statements reconciles
with the Directors’ Report. Based on our knowledge of the Group and its environment obtained
during the audit of the financial statements, we have not identified material misstatements in the
Directors’ Report.

In connection with the conducted audit of the consolidated financial statements, our responsibility
was also to read the Company’s representation on application of corporate governance which
constitutes a separate part of the Directors’ Report. We concluded that in the representation the
Company included information required by implementing rules issued under art. 60 para. 2 of the
Act of 29 July 2005 on public offering and on the terms of introducing financial instruments into an
organised trading system and on public companies or in the regulations issued based on art. 61 of
this act. This information is, in all material respects, in accordance with applicable regulations and
with the information included in the consolidated financial statements.

on behalf of:
Ernst & Young Audyt Polska spotka
z ograniczona odpowiedzialnoscia sp. k.
Rondo ONZ 1, 00-124 Warsaw

Reg. No 130
Key Certified Auditor Partner
L.ukasz Piotrowski Mikotaj Rytel
certified auditor
No. 12390

Warsaw, 13 February 2017
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ORANGE POLSKA GROUP
Long-form auditor’s report
for the year ended 31 December 2016
(in million zlotys)

I. GENERAL NOTES

1. Background

Orange Polska S.A. (the “Company” or “OPL”) and its subsidiaries (together the “Orange Polska
Group” or the “Group”) are a telecommunications group.

The principal activities of the Orange Polska Group are as follows:

provision of mobile and fixed telecommunications services, including calls, messaging, content,
access to the Internet and TV,

provision of leased lines, data transmission and other telecommunications value added services,
sale of telecommunications equipment.

The parent company was incorporated on the basis of a Notarial Deed dated 4 December 1991. The
Company’s registered office is located in Warsaw at Al. Jerozolimskie 160.

The parent company is an issuer of securities as referred to in art. 4 of the Regulation (EC) No 1606/2002
of the European Parliament and of the Council of the European Union of 19 July 2002 on the application
of international accounting standards (EC Official Journal L243 dated 11 September 2002, page 1,
Polish special edition chapter 13, title 29 page 609) and, based on the article 55.5 of the Accounting Act
dated 29 September 1994 (Journal of Laws 2013.330 with subsequent amendments — the “Accounting
Act”), prepares consolidated financial statements of the Group in accordance with International
Financial Reporting Standards as adopted by the EU. This requirement relates to the consolidated
financial statements for the financial year beginning in 2005 and later.

The parent company was entered in the Register of Entrepreneurs of the National Court Register under
no. KRS 0000010681 on 2 May 2001.

The Company was issued with tax identification number (NIP) 526-02-50-995 on 4 June 1993 and
statistical number (REGON) 012100784 on 17 January 1992.

As at 31 December 2016, the Company’s issued share capital amounted to 3,937 million zlotys.
The Group’s equity as at that date amounted to 10,009 million zlotys.

In accordance with Minutes of the Shareholder’s Meeting of 21 July 2016, the ownership structure of
the Company’s issued share capital was as follows:

Number Number Par value % of issued share
of shares of votes of shares capital
Orange S.A. 664,999,999 664,999,999 1,995 50.67%
The rest of shareholders 647,357,480 647,357,480 1,942 49.33%
Total 1,312,257,479 1,312,357,479 3,937 100%

There were no changes in the ownership structure of the parent company during the reporting period as
well as during the period from the balance sheet date to the date of the opinion.

There were no movements in the share capital in the reporting period.
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As at 13 February 2017 the parent company’s Management Board was composed of:

Jean-Francois Fallacher - President
Mariusz Gaca - Member
Bozena Lesniewska - Member
Piotr Muszynski - Member
Jolanta Dudek - Member
Jacek Kowalski - Member
Maciej Nowohonski - Member

The following changes occurred in the composition of the Company’s Management Board during the
reporting period, as well as from the balance sheet date to the date of the opinion.

On 4 February 2016, Mr Bruno Duthoit submitted his resignation as the President and Member of the
Company’s Management Board with effect on 30 April 2016.

On the same day, the Supervisory Board of Orange Polska S.A. appointed Mr Jean-Francgois Fallacher
as the President of the Company’s Management Board with effect on 1 May 2016.

On 4 July 2016, Mr Michat Paschalis-Jakubowicz submitted his resignation as the Member of the
Company’s Management Board with immediate effect.

2. Group Structure

As at 31 December 2016, the Orange Polska Group consisted of the following subsidiaries and a joint
operation:

Entity name Consolidation Type of opinion Name of authorised entity ~ Balance sheet date
method that audited financial
statements
Integrated Full consolidation unqualified Ernst & Young Audyt 31 December
Solutions Polska spétka z 2016
Sp. z 0.0. ograniczong
odpowiedzialnoscia sp. k.
TP TelTech Full consolidation unqualified Ernst & Young Audyt 31 December
Sp. z 0.0. Polska spétka z 2016
ograniczong
odpowiedzialnoscia sp. k.
Telefony Full consolidation unqualified Ernst & Young Audyt 31 December
Podlaskie S.A. Polska spétka z 2016
ograniczong
odpowiedzialnoscia sp. k.
Orange Retail Full consolidation unqualified Ernst & Young Audyt 31 December
S.A. Polska spétka z 2016

ograniczong
odpowiedzialnoscia sp. k.
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Entity name Consolidation Type of opinion Name of authorised entity ~ Balance sheet date
method that audited financial
statements
Orange Real Full consolidation unqualified Ernst & Young Audyt 31 December
Estate Polska spétka z 2016
Sp. z 0.0. ograniczong
odpowiedzialnoscia sp. k.
Orange Szkolenia Full consolidation unqualified Ernst & Young Audyt 31 December
Sp. z 0.0. Polska spétka z 2016
ograniczong
odpowiedzialnoscia sp. k.
Pracownicze Full consolidation unqualified Ernst & Young Audyt 31 December
Towarzystwo Polska spétka z 2016
Emerytalne ograniczong
Orange Polska odpowiedzialnoscia sp. k.
S.A.
Fundacja Orange Full consolidation unqualified Ernst & Young Audyt 31 December
Polska spétka z 2016

Telekomunikacja

Full consolidation

no requirement to

ograniczong
odpowiedzialnoscia sp. k.

no requirement to audit

31 December

Polska audit financial financial statements 2016
Sp.zo.o. statements

NetWorkS! Joint operation unqualified Grant Thornton 31 December

Sp. z 0.0. Frackowiak spotka z 2016

ograniczong

odpowiedzialnoscia Sp. k.

Details of the type and impact of changes in entities included in the consolidation as compared to the
prior year may be found in Note 1.2 of the additional information (“the additional notes and
explanations™) to the consolidated financial statements of the Group for the year ended 31 December
2016.

There were changes to the list of consolidated companies when compared to the prior year as below:

Orange Customer Service sp. z 0.0. and TP Invest sp. z 0.0. merged with Orange Polska S.A. in
2016.
TPSA Eurofinance France S.A. was liquidated in 2016.
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3. Consolidated Financial Statements

3.1 Auditor’s opinion and audit of consolidated financial statements

Ernst & Young Audyt Polska spotka z ograniczona odpowiedzialnoscia sp. k. with its registered office
in Warsaw, at Rondo ONZ 1, is registered on the list of entities authorised to audit financial statements
under no. 130.

Ernst & Young Audyt Polska spotka z ograniczona odpowiedzialnoscia sp. k. was appointed by the
Supervisory Board on 28 July 2016 to audit the Group’s financial statements.

Ernst & Young Audyt Polska spotka z ograniczona odpowiedzialnoscia sp. k. and the key certified
auditor in charge of the audit meet the conditions required to express an impartial and independent
opinion on the financial statements, as defined in Art. 56.3 and 56.4 of the Act on statutory auditors and
their self-governance, audit firms authorized to audit financial statements and public oversight, dated
7 May 2009 (Journal of Laws 2009, No. 77, item 649 with subsequent amendments).

Under the contract executed on 31 August 2016 with the parent company’s Management Board, we have
audited the consolidated financial statements for the year ended 31 December 2016.

Our responsibility was to express an opinion on the consolidated financial statements based on our audit.
The auditing procedures applied to the consolidated financial statements were designed to enable us to
express an opinion on the consolidated financial statements taken as a whole. Our procedures did not
extend to supplementary information that does not have an impact on the consolidated financial
statements taken as a whole.

Based on our audit, we issued an auditor’s unqualified opinion dated 13 February 2017, stating the
following:

“To the General Meeting and Supervisory Board of Orange Polska S.A.

Opinion

We have audited the accompanying consolidated financial statements of Orange Polska Group (the
“Group”) for the year ended 31 December 2016, in which the parent company
is Orange Polska S.A. (the “Company”) located in Warsaw at Al. Jerozolimskie 160, containing the
consolidated statement of financial position as at 31 December 2016, the consolidated income statement,
the consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the period from 1 January 2016 to
31 December 2016 and additional information to the consolidated financial statements, including
a summary of significant accounting policies (the “accompanying consolidated financial statements”).

In our opinion, the accompanying consolidated financial statements:

- give a true and fair view of the financial position of the Group as at 31 December 2016 and its
financial performance and its cash flows for the year from 1 January 2016 to
31 December 2016 in accordance with International Accounting Standards, International Financial
Reporting Standards and related interpretations announced in the form of regulations of the
European Commission (“International Financial Reporting Standards as adopted by the EU”,
“IFRS”), and other applicable laws and the adopted accounting policies,

- areinrespect of the form and content in accordance with legal regulations governing the preparation
of consolidated financial statements.
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Basis for Opinion

We conducted our audit in accordance with chapter 7 of the Accounting Act dated 29 September 1994
(the “Accounting Act”), National Auditing Standards in the form of the International Standards on
Auditing as adopted by Resolution no 2783/52/2015 of the National Council of Statutory Auditors dated
10 February 2015 with subsequent amendments and International Standards on Auditing (jointly: the
“Standards™). Our responsibilities under these standards are further described in the Auditor’s
Responsibilities section of our report. We are independent of the Group in accordance with article 56
paragraph 3 and 4 of Act on statutory auditors and their self-governance, audit firms authorized to audit
financial statements and public oversight dated 7 May 2009 and Code of Ethics for Professional
Accountants (the “IFAC Code”) as stated in Communique no 4249/60/2011 of National Council of
Statutory Auditors dated 13 June 2011 regarding the rules of professional ethics for Statutory Auditors,
and we have fulfilled our other ethical responsibilities in accordance with the IFAC Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

1. Goodwill impairment analysis How the key audit matter was addressed in the

audit

Why the matter was determined to be a key audit
matter We have gained understanding of the goodwill
impairment calculation process, performed a
walkthrough of the process and we evaluated the
management’s identification of the CGU and

reviewed the impairment test.

Under IFRS, the Group is required to annually
test the amount of goodwill for impairment.

This annual impairment test was significant to
our audit because of the balance of goodwill,
which is significant to the financial statements.

Our procedures included challenging
management on the suitability of the impairment

Management assessment process is based on
significant judgments, assumptions and estimates
such as those underlying Group’s strategy, future
revenue streams, costs and operating cash flows,
WACC and perpetuity growth rate (PGR), which
are affected by expected future market or
economic conditions.

In 2016, the Group has updated its strategic plan
and its financial forecasts. As a result of the
decrease of the planned future cash flows and the
adoption of a higher discount rate, an impairment
charge of 1.8 billion zlotys was recognized. The
impairment charge was fully allocated towards
goodwill, which decreased its value as presented

model and its assumptions, with particular
attention paid to the following:

* benchmarking key assumptions in
management’s valuation models with industry
range and market expectations including revenue,
cost and margin trends, capital expenditure on
network assets and spectrum, market share and
customer churn and discount rates, against
external data, where available;

* testing the mathematical accuracy of the cash
flow models and agreeing relevant data to Board
approved forecasts;

* assessing the reliability of management’s
forecast through a review of actual performance
against previous forecasts;
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in the statement of financial position from 3.9
billion zlotys to 2.1 billion zlotys.

Reference to related disclosures in the financial
statements

The Group’s disclosures about identification of
CGU and goodwill impairment test are included
in Note 8. “Impairment”, which specifically
explains the main assumptions and results of the
test together with a sensitivity analysis.

» comparing both the WACC and PGR applied
to the market range and discussing those with
our valuation specialists;

* assessing the sufficiency of the sensitivity
analysis performed by the management and
performing further sensitivity analyses,
primarily focused on changes in operating cash
flows;

* assessing the sufficiency of the disclosures
made in the financial statements describing the
impairment test and sensitivity analysis.

2. Deferred tax assets

Why the matter was determined to be a key audit
matter

The Group performed detailed analysis of the
deferred tax assets (“DTA”) recoverability as at
31 December 2016. This matter was significant
to our audit because the balance of the DTA of
PLN 929 million as of 31 December 2016 is
significant to the financial statements. In
addition, management’s assessment process is
based on assumptions, specifically the timing and
amount of the future taxable profits, against
which deductible temporary differences and tax
losses carried forward can be utilized.

Reference to related disclosures in the financial
statements

The Group’s disclosures on deferred tax and
related significant assumptions are included in
Note 23.2 “Deferred tax”.

How the key audit matter was addressed in the
audit

We have gained understanding of the deferred tax
calculation process, performed a walkthrough of
the process and evaluated the design of, and
tested the controls over, the process relating to
deferred tax calculation.

We have analyzed the assumptions underlying
the recognition and measurement of deferred tax
assets.

Our procedures included the review of the
deferred tax assets utilization model and have
been aligned with our analysis of impairment test,
as the deferred tax assets recoverability depends
mainly on successful realization of the Board
approved forecasts.

3. Litigations, claims and contingent

liabilities

Why the matter was determined to be a key audit
matter

The Group is subject to number of significant
claims and litigations. Major risk identified by
the Group in that area relate to anti-monopoly
proceedings, compliance with  regulatory
requirements or customer protection. The
amounts of claims may be significant and
estimates of the amounts of provisions or

How the key audit matter was addressed in the
audit

We have performed the following audit
procedures to be responsive to this area:

* we have gained understanding of the litigation,
claims and contingent liabilities process,
performed a walkthrough of the process and
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contingent liabilities are subject to significant
management judgement.

Reference to related disclosures in the financial
statements

The Group’s disclosures on the status of claims
and proceedings are included in Note 27.
“Litigations, claims and contingent liabilities”.

evaluated the design of, and tested the controls
over the process relating to provisions;

* we have analysed with the Company’s Legal
Department material legal cases;

» circularisation of legal letters to relevant third
party legal representatives and an analysis of
obtained responses to the inquiries;

» discussing with EY independent legal
specialist regarding selected legal cases;

* our audit procedures included analysis of
assessment of contingent liabilities and changes
in provisions for claims and litigations which are
on a quarterly basis submitted to the Audit
Committee for review.

4. Accuracy of revenue recognition

Why the matter was determined to be a key audit
matter

The accuracy of revenue amounts recorded is an
inherent industry risk. This is because telecoms
billing systems are complex and process large
volumes of data with a combination of different
products sold and price changes in the year,
through a number of different systems.

Furthermore, the application of revenue
recognition accounting standards is complex and
involves a number of key judgements and
estimates.

Reference to related disclosures in the financial
statements

The Group’s disclosures on revenue are included
in Note 5 “Revenue”.

How the key audit matter was addressed in the
audit

We have gained an understanding of the revenue
recognition process, performed a walkthrough of
the process and evaluated the design of, and
tested the controls over the process relating to
revenue recognition process.

Our approach included both controls testing and
substantive procedures covering, among others:

* review of the revenue recognition accounting
policies, significant judgments and estimates;

* evaluation of relevant IT systems;
* capture and recording of revenue transactions;

* authorisation of rate changes and the input of
this information to the billing systems;

 comparing revenue to the billing data;

» comparing the revenue accruals to actual data
traffic available after month closing;

» we also tested a sample of customer bills and
checked these to cash received from customers.
Our testing included customer bills for
consumers, corporate and wholesale customers.

5. Estimated economic useful life for

certain network assets

Why the matter was determined to be a key audit
matter

How the key audit matter was addressed in the
audit
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The useful lives are reviewed annually and are
adjusted if current estimated useful lives are
different from previous estimates. The Group
extended the estimated useful lives for certain
network assets in 2016. As a result, depreciation
expense in 2016 relating to these assets is lower
by PLN 301 million than in 2015.

These matters were significant to our audit since
they involve material amounts and significant
management judgement.

Reference to related disclosures in the financial
statements

The Group’s disclosures on the EUL change
made is included in Note 11 “Property, plant and
equipment”.

We have gained an understanding of the
intangible and tangible fixed assets process,
performed a walkthrough of the process and
evaluated the design of, and tested the controls
over the process relating to intangible and
tangible fixed assets.

We have discussed and evaluated the change in
EUL and confirmed with the Company’s
Management that the analysis and the assessment
of extended useful lives for certain items of fixed
assets represents the Management’s best estimate
in that respect and that based on the analysis, the
technical condition of fixed assets justifies the
extension of their economic useful lives.

We also found that the revised asset lives are
consistent with those commonly used in the
industry and that the economic circumstances,
including the impact of the forecasted
technological developments, exist that justify

their current economic useful life by considering
our knowledge of the business and practice in the
wider telecoms industry.

We also tested whether approved EUL were
appropriately recognised in the fixed asset
register.

Responsibilities of the Company’s Management and members of the Supervisory Board for the
consolidated financial statements

The Company’s Management is responsible, in accordance with the Accounting Act and regulations
issued on the basis of the Accounting Act, for the preparation and fair presentation of the consolidated
financial statements in accordance with International Financial Reporting Standards as adopted by the
EU and other applicable laws, and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error. In addition, the Company’s Management and the members of the
Supervisory Board are required to ensure that the accompanying consolidated financial statements meet
the requirements of the Accounting Act.

In preparing the consolidated financial statements, the Company’s Management is responsible for
assessing of the Group’s ability to continue as a going concern, disclosing, as applicable, matters