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Executive Summary

First half 02016 has been an important period for the PannErgy Group. Primarily, because during

this 6 months, both 2 major Geothermal Projectsa A &1 2 £ O d wéie aldazy fly

2LISNF GAy3Ie Cc2ff2Ay3a GKS adl NI 27F 205, theeé! NJ DS?2
DNR dzZLJQ&a YIAY F20dza ¢l a 2y (GKS 2LISNIXGAy3a O2yRA
maintain continuous, troubldree and optimal operations. In May 2016, the heating season of
20152016. has ended, so the PannErgy Group has started maimnée and restoration works

Ay F2dzNJ LINP2SOG t20F0GA2ya 60SaiARSa arxaiz2to IyR
preparatory works of the investment programme aiming to increase production capacities in

De! NI

¢KS /2YLI yeQa al dtidha EashId figdres hayeRsigrficadtiJincreased
compared to the previous relevant period, while the Company has reported a net loss like in case
of the previous half year of 2013nainly due to some oneff items.

During this period, the Company has concluded essential decisions regarding to the
NIFGA2yFfAardA2y 2F (GKS LRNIF2tA2 StSYSyida Ay
resources on the operating projects and its developments. In line with the ablewv&roup has
RSOARSR 2y GKS TFAylIf &aKdziR2gy 2F GKS DIRIff! DS
concluded agreements in the sale of its 100% stake in CSRG Energy Ltd. and 100% stake in
PannTerm Ltd. Financial closing relating to the CSRG Hunerggtake selling transaction is

expected to take place in the second half of 2016.

In order to increase profitability of the ongoing projectsherefore having less risk profile,

project related financing conditions have been reviewed. Consequently, ttvo Group

O2YLI yASa AYLXSYSyidAy3a (GKS De! N) DS20KSNX¥IFf t N
agreement with CIB Bank Ltd. Inter alia due to the changed risk profile, more beneficial
conditions shall apply, a more favourable 4% interest rate (400 bagi¢s) compared to the

previous financing conditiongurther condition of the new financirig that the borrowers are

obliged to swap the floating intest rate to fixed during 2016 for the whole term of the loans.

The significantly positive effects dhe financial expenses will be shown in the second half of

2016.

In May 2016, ONP Holdings SE has approached PannErgy Plc. with a selling offer of its 6,91%
minority stake in PannErgy Geothermal Energy Ltd. (PEGE) in the value of HUF 750 million
(PannEryg stake in PEGE is 08%). As the following step, PannErgy has published the extract of

the offer valuationg facilitating the assessment of the evaluatieprepared by KPMG as the
AYRSLISYRSY(l |ROA&Z2NE O2YLI y&d hyerahmeetWgag > G KS
positively decided on accepting the offer and its pricing conditions. Quota Sales and Purchase
Agreement was concluded by the Parties on thea? August 2016.

¢KS /2YLIlyeQa !yydzadt DSYSNIf aSSyrepededorf28a Ay 3 FA
April 2016. Besides the normal decisions, the Annual General Meeting has also initiated a new
management incentive share option program and also nominated new Board of Director
members.

In line with the changes of the capital market regidns, the Company shall not publish interim
reports, however it will publish half year and annual reports in the future.
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1. Projects and operating areas
1.1Projects in operation

Geothermal Project of Miskolc
(Miskolc Geothermal Ltd., Kuala Ltd.)

In the first half year of 2016, the supply of Miskolc heattaKer partners was continuous

and there were no service outages was operated without operational disturbances.
During the first quarter of the analysed period, the milder than average wintethes

had positive impacts on the heat sales of the Miskolc Project. The heat transmission of
the geothermal system has reached its peak, despite the several continuous days in
January with under minus 10 Celsius degrees, which has resulted in a redueatgbo

of heat transmission. To balance the high recurrent temperature, in thénedting
season of 2016, the Company will carry out investments and further optimizations. In
certain operating conditions, the efficiency of the geothermal heat transnsttrCity

of Miskolc can be enhanced. In order to achieve these goals, the Company is carrying out
smaller upgrades during the summer maintenance period in cooperation with the
LINPFS&daArzylfta 2F alLlp [GR® FYyR azxa alLC™ [
maintenance works including system shutdowsi y G KS LI NF f £ St LISNA 2 R
summer service closure. A significant operational investment to achieve a more efficient
operating system has finished in June 2016, whiclcombined with the system
management experiences resulteda fine tunedimplementation in the control and
management systemduring the summer operating conditions, the newly developed
geothermal control software is currently under test operation.

In the first half year of 2016the Miskolc Geothermal Project hgenerated heat sales

of 408 312 GJwhich is an 3% improvement compared to preliminary comparable period

of 397 177 GJ.

The volume of heat sold during the period (GJ):
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DS2GKSNXYIFf tNRr2SOGa 2F Dé&! NJ
(DD Energy LtdArrabona Geothermal Ltd.)

Ly GKS Fylftél SR LISNA2RX (KS Deé! NJ DS2iKSNXYI
operation, in which th&€Company has generated heat sales of 284 15638ite the start

2T GUKS De! NJ D §NolekiBeN2015Hintil the énd & Yune 2016, 352 238

GJ geothermal heat energy had been supplied towards heat distribution partners.

Following the investments in the last quarter of 2015, the Company has gained
considerable experiences related to the geothermal investtheand normal daily

operations (after the successful test operations) in the first half year of 2016.
Development of several technical concepts containing additional works was necessary

due to the characteristics of the drilling system and the unschedclesimical and

physical features experienced at the initial operation. Besides the continuous analysis of

the produced water quality, we control the impact on the fluid system in operation. In

the first months of the analysed period, due to the changes atew quality and
YFEAYdzY f2FR RdNAYy3I (KS KSIFGAy3a asShrazyszr (K
System was needed in the form of system shutdowns in order to perform the technical
amendments.

The temperature of the wellheads of the production wells remanchanged according

to the test values, in the first half year of 2016 it was averages1@lring the operation.

The production wells were operating with a 6700 m3/h free water outflow. The

swallowing capacity of the reinjection wells was adequdthe secondary circulation

system was operating under the maximum operation safety. The consumer endpoints

were also operating flawlessly, apart from one or two minor instantaneous power

outage, no service interruptions have occurred. In the first quast&016, a new facility

of Audi has started to be supplied with tempering heating.

The condition of the pipeline system is adequate, the shafts were checked at the entire

section and the Company has carried out the maintenance of the DN500 fittingsgDurin

GKS Iylrféel SR LISNA2RE (G4KS /2YLIlye KI& LISNF2
substituting the trees needed to be cut during the pipeline construction. The Company

planted 454 beautiful ornamental trees in various locations of the city.

In the first half year of 2016, it is to be concluded that following the winter operations,

the summer system operation with less heat supply was without operational
disturbances and the current operating conditions of the Geothermal System is stable.
Following the comrarcial and operational experiences of the first six months, in May,

the Company has initiated summer maintenance works. In line with that, the Company

has performed the cleaning of the instrumentsetering sectionsind the filters and the

inspection and entrol of the pumps and electrical network together with the
manufacturers and suppliers.

5dzNAYy 3 GKS LISNA2R dzy RSN NB@ASgr (GKS De! NJ L
phase. Parallel to the maintenance works, a new investment program was initiated. As

LI NI 2F GKA&a Ay@SadyYSyd LINRBANIYYSE | ySg |
production well (BOMPEO2), production capacities will be increased, a multi stage
pressure optimisation of the system will take place and a cgstomer connection point

for the Industrial Park will be established until the commencement of the heating season.

g
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Major amount of the investment is financed by the investment loan granted by CIB Bank
Ltd., which was already drawdown at the balance sheet date. On the 11 Novemiger 201
55 9y SNHe& ¢SN¥YSt! sa {12t3trtdlds [GR® | yR !
investment loan with Magyar Expehtnport Bank Ltd. in the approximate value of 18
million euro, which was refinanced by CIB Bank Ltd. The new finacmntlitions are

more favourable, 4% interest rate (400 basis points) compared to the previous financing
conditions.Further condition of the new financing is that the borrowers are obliged to
swap the floating interest rate to fixed during 2016 for the whole term of tlam#oThe
positive effects on the financial expenses will be shown in the second half of 2016.

As a result of the Agreement with CIB Bank Ltd., approximately HUF 7 billion loan was
granted to the borrower. The loan tenor is 7 years, following gyd&rs amortisation
profile.

Beside the above, the Company is continuously seeking opportunitiescdandary heat
utilization, by selling secondary heat mainly by connecting companies located at the
surroundings of its pipeline.

The volume of heat sold during the period (GJ):
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SNYIf KSFEGAYy3I FILOAtAGE 2F {1 Syidft! NAyO
GE!' NAYO DS20KSNXYIf [(R®O

DS2 34K
6{1 Sy
Ly GKS KIFIfF @SIN) 2F HnmcX GKS {TSydaft! NAyO
without problems and operated with 100% availability. In the middle of June, there was

system shut down for few days, due to the malfunction of the control panel, resulted

only a minimal heat sales loss. In the first half year, the heat sales was 13 238 GJ, in line

with the forecasts.
The volume of heat sold during the period (GJ):

NYIf YSGKFEYS dziAf AT FGA2Y FLFLOAEtAGE 27
FNNR! 9y SNHe& [(R®O

In the first year of 2016, the small gas engine power plant generated a total volume of 1
167 MWh electricity and 1 164 GJ heat energy from the usage of gas utilization gained
from the thermal water. From the base calendar date, the availability of thergdsrs

was 89 %, which was an appropriate for the operational safety, despite the a smaller
malfunction of the seconder system.

Projects under construction

DS20 KSNXNI NE2SOG 2F DI RIf f!
TKSNXYI )

t
OoDI RIff! DS2i

Ly GKS FANRBROG [[dzr NISNI 2F HnmcXE F2ff26Ay3a (K
- the concept allowing lower power generatings a result of the tests and calculations,

the Company concluded that the realization of this new concept is not suggort
commercial and economical point of view and no positive prospective are foreseen. In

line with the above, in the period under review, the PannErgy Group has decided on the
FAYILE Oft2adz2NB 2F (GKS DIRIff! Ly@SashiSyidod Ly
perform the underground reultivation and well operational works. Provision setting

became necessary against the wri#fs of the related assets and the expected cost of

the re-cultivation works.

6
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1.2Goals and strategy

Dependence on fossil energiean be moderated and in some cases eliminated by
utilizing other alternative energy resources, such as geothermal heat. One of the most
significant, still unexploited treasures in the Carpathian Basin, and especially in Hungary,
is a network of geothermalesources lying under the ground, the utilization of which
would make heat and electric power readily available in an environmental friendly
manner. The growth of demands for energy seems to be unstoppable, while the volume
of both domestic and global sazes is limited.

The professional and effective geothermal energy production results in the exploitation

of a huge pool of resources that have just been minimally utilized so far, while being one

of the cleanest and most environmental friendly ways of povwgeneration. The

European Union does not only welcomes these new forms of energy production, but also

tries to orient the member stateg including Hungary, by establishing strict programs

and targets.

The focus of the PannErgy Group strategy is to become and maintain its position as one

of the leading company in the region in the exploitation of geothermal water resource

and to provide environmental friendly, geopolitical risk free and high operatisefaity

service. PannErgy Group PannErgy is committed to the emelaped exploitation of

2yS 2F 9dzNRPLISQa fFNBSad FOGA@®S 3AS20KSNXNI
tyyONHeQa SYy@ANRYYSyidlf FTNASYRf& Ay@SaidySy
and industrial users in the long run, thereby achieving considerable reduction in energy
expenses.

.8 (0KS RSLIX2e8YSyid 2F GKS Deé! NI DS2UKSNXIf t]
reevaluated its investments and project based operation on a group lewvéhd with

that, in the last quarter of 2015, revaluation started partially with portfolio adjustment

and operational transformation. The Company has assessed its financing and investment
possibilities and has set out in the heat supply market needs andwded that there is

an emerging demand for a Company, which is well organized, obtaining substantial
competencies, supplying and operating geothermal heat energy capacity.

The main objective of the European Directive concerning the European Uniombene
states is for the member states to realize an annual 1.5 per cent new energy savings in
the final energy consumption until 2020, in order for the competitiveness and the
security of supply. This is stricter than the regulations in force, becausédowhole
European Union the extent of savings required was increased to 20 per cent compared
to the earlier 9 per cent target. By 2020, in Hungary the amount of energy arriving from
geothermal energy should reach the level of 12 000 terra joule. Accotditige plans,

the PannErgy Group with its currently operating projects is fulfilling around 15% of the
required amount in the near future.

PannErgy has become not only the company with the highest competencies, experiences

in performing geothermalnvestments, but turned into one of the largest company
group utilizing and operating geothermal energy.

g
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Among the shorerm plans priorityisdedicated to implement higher capacity pumps in

the productionwellsd 2 1 K Ay OF &S 2F Deé ldystems/iRinceedsa | 2f O =

the heat production capacity and additionally through the optimisation the sold heat
volume beng maximised.

The main shorterm goal of the Company is the to make available to the new partners
GKS FTNBS OF LI OA ( AraIESyseeri togetked with the dddin® BeRdiitk S NJ
involved. The industrial usage of geothermal energy requires such a speciahkmow

and project management experiences that we believe only PannErgy obtains on the
highest level in Hungary.

2. Financial analysis
2.1Profit & Loss Account
¢KS tFyy9NHe DNRdAzLIQd O2yaz2fARIGSR altSa

the first half year of 2016which is 61% larger than the HUF 1 326 million value of the
base period in the first half year of 2015, due to the fachtthesides the Miskolc

DS2GKSNYIE {8aiGSY:r {KS abeughNstil D& 2eadkiSgNg | £ { & 2

planned capacity usagewas also fully operating during the entire period. Out of the
total sales revenue of HUF 2 129 million, HUF 1 857 million slesue comes from
heat sales, while the rest of the sales are mainly arriving from fromveicing of the
electric power consumption and other mediated charges.

z

¢KS Deé! NN DS20GKSNXIf t NreSOlx 6KAOK gl a adl N

819 milion to the total revenue of the PannErgy Group in the first half year of 2016. From

the HUF 819 million HUF 409 million arrives from the sales from Arrabona Geothermal
[ 0 R® (2 69zdNRdi, arld 8UANILO million accounted for DD Energy Ltd. sales to
Audi Hungaria Motor Ltd. As part of the Miskolc Geothermal Project, sales towards heat

of-i I TSN t F NIYSNAR | O02dzyi SR G2 1! C dyTt YAt

arha12tOAr 11al2t3ttdlds [GRd | OO02dzy i SR 2
analysis, which represents a 1% increase compared to the respective period of the
previous year.

The Company's two smaller projects in Bedaficand Szenfignc have performed in
line with the previous period in terms of sales revenues, in S2ggmtl, HUF 39 million
sales revenue was realized in the first half year of 2016, whereas, in Bei2dfUF 14
million turnover from heating fees and electricity sales could be stated in the first half
year of 2016.

When compared to the same period of tipgevious year with the sales of HUF 294
million, HUF 254 million sales revenue was realised in the analysed period, coming from
the rental fees paid by the tenants of the resdtate properties of Csepel and Debrecen

that were under the Company’'s managenmeMajor portion of the sale revenues is
coming mainly from rénvoicing of the electric power consumption and otliely SRA I G SR
O K I NJb®ei groportion from rental fees. As compared to the previous year, the 13%
decrease in the first half year of 2016th& result of the additional real estate sales in

2015 following the ones that were sold by the Company in 2014.

g
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¢ KNBES Odzali2YSNB ¢Syid 20SNI mmr: 2F GKS G20l f
revenues, making up a combined 83% percent of alkties.

In the current half year, the level of direct costs increased from the base of HUF 987
million to HUF 1 680 million by 70 % as a result of the considerably rising variable costs
originating from heat sales and associated with the heating seasavelaas the higher
direct depreciation values of the investments that had already been capitalized and
reinjection costs of Miskolc are partially paid to unconsolidated companies (which
individually had a negative effect of over HUF 100 million).

In assaiation with variable costs related to the heat sales, it is important to note that
the heat generators of the district heat supply system of Miskolc have been jointly
looking for options to have the maximum volume of geothermal heat fed into the district
heating system under the given market and environmental circumstances. In the first
half year, the geothermal heat fed into the system is settled via a compensation
mechanism as a variably cost item among direct costs, and its actual value is largely
deperdent on the market prices of electric power and natural gas.

| 2yaSldsSyiates RdzS G2 GKS |620S RSGIFIAfSR NBI
HUF 449 million in the first half year of 2016, which indicated a level 32% higher than in

the same period bthe previous year of HUF 339 million. The impact of the direct
amortizatoncosts Ay f AYyS 6AGK GKS adl NI-iseshowiigk S D&'! N
that besides the increased gross margin by 32 %, the amount of the gross cash flow
increased by nearl§7 % compared to the previous period.

The indirect costs of sales totalled up to HUF 475 million in the period under review,
which by 107% significantly higher than the HUF 229 million figure for the base period.
Such indirect costs accounted by the Gromcluded the depreciation of assets not
directly associated with energyelated activities, personnel expenditures, general office
and administration costs, expert charges, baking and insurance expenses as weH as non
capitalisable costs belonging to §iness development and new projects. Compared to
the base period, personnel expenditures have increased significantly in the total value of
HUF 38 million, the 60 % increase compared to the base period is mainly due to the fact
that in the base period, thePIAC_13 project existed and major proportion of the
personnel expenditures were project related and were activated on relevant project,
while in this half year, due to lack of new projects, these costs were accounted amongst
direct costs. Besides the permel expenditures, professional and advisory fees have
significantly increased by 63% compared to the previous period. The main reasons
behind the increase is partially the approximately HUF 10 millionadhadvisory fees
related to the refinancing of S D&! NJ t N22SOd FyR LI-ofL ALl f &
advisory fees linked to corporate purchase and sales.

wStFGSR (G2 0KS NBTFTAYlIYOAY3d 2F GKS De! NI t NR«
fees (credit granting fees, closing fees and legal febgsd are also oneff items.
Administrative and operational expenses have increased from HUF 64 million to HUF 100
million. This is mainly due to the basis effect of the transferred costs activated to the
PIAC _13 project related to the implementation pbasd partially due to closing costs

g
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2T UGUKS DIRIff! DS20KSNXYIf tNB2SOG FYyR aAraj?
HUF 8 million.

¢CKS /2YLIl yeQa LlzmftAO LINBEaAaSyOS 02adGda KI @S A
PannErgy Group continuously catesis social responsibilities to be important, therefore

supporting sporting life and other social initiatives of the cities and its agglomeration, of

which can be increased in terms of valadine with themore active business activity.

The headcount ofull-time employees at the Group was 28 at the end of the reporting

period, which represents a decrease of 9 employees compared to the respective same

period of the previous year with the figure of 37 people. The significant decreased
headcount figure iy f Ay S AGK (GKS /2YLIlyeQa KSIFRO2d
Group- aiming to achieve a more efficient project managemefailowing an intensive

investments phase in the analysed period. This process will be terminated in the second

half of 2016, geerating further decrease in headcount.

The balance of other expenditures and other incomes was HUF 133 million in the period
under review, which is significantly higher than the HUF 2 million value in the base
period. The reason of the increase after ttlese of the PIAC_13 grant scheme in 2015

is the grant provided in the first quarter of 2016, whiclgiaccording to the nature of

the grant ¢ accounted as other revenues, while deferred income accounting is not
related due to the writeoff of the grantrelated assets.

In the base period, the Company has only accounted some smaller fixed asset sales, in
other hand, based onthe th R SOA aA 2y 2y GKS FTAylLf Of 23&dz2NB
Project a HUF 90 million other expenditures were accounted based on the fulloffrite

of the project assets and the amount ofceltivation expenses.

HUF 107 million profit was stated to be the epating profit (EBIT)n the first half year

of 2016¢ due to the above detailed mainly oradf items accounted in transferred costs
and other expenditures, which is almost the same as the HUF 112 million operating profit
stated for the same period of thgrevious year.

The business cash flow (EBITDA) indicated HUF 734 million infhdvich is HUF 264

million more favourable than the EBITDA in the same period of the previous year, which

was HUF 470 million. In the current half year under review, HUF Slii@nndiepreciation

was accounted, and its value exceeded the HUF 359 million base value in the first half

year of 2015 by almost 61% as the almost solely consequence of the effects of the direct
depreciation of the activated geothermal projects, furtherraoa HUF 50 million

SEGNI 2NRAYI NBE RSLINBOALFGAZ2Y 2F DIRIft! DS2i
EBITDA.

The financial profit amounted to HUF 333 million loss in the period under reviexuich

is higher than the HUF 113 million loss in the the fivalf year of 2015 by HUF 220

million. This is caused by higher interest rates payables and a less favourable outcome of

the foreign currency loan related foreign exchange gains and logsesest paid on

investment related loans accounted to HUF 273ianillin the first half year of 2016,

O2YLI NBR (2 GUKS @Fftdz2S 2F I!'C yc YAtftA2y o685

g
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project. This clearly reflects the high interest expense of Eximbank loan (priced on a

KAIKSNI AYy@SaidyYSyid NIharhaProjstadwellSRthelingortarkeS D& ! N

of the linked refinancing at the end of the current period. From the beginning of 1 July
2016, the new credit facilities will result in a more favourable interest expense in the
value of HUF 130 comparing with thait the first half year of 2016. Compared to the
same period of the previous year, as a result of the realised anererised foreign
exchange evaluation, a HUF 50 million additional financial loss has been accounted.

Based on the above, the consolidateat profit of the PannErgy Group for the half year
under review was HUF226 million, which is less favourable than the HUE million
profit in the same period of the previous year.

The Company has accounted HUF 22 million as the payable amountaxeits which
includes a HUF 6 million deferred tax liability wiité set earlier for negative tax base,
based on the return of the discounted deferred taxes of the related subsidiaries.

The consolidated net profit for the period under review was Ht#52 million, whichg
due to the aboveletailed reasong was HUF 194 million less favourable than the HUF
58 million loss than in the same period of the previous year.

2.2Balance Sheet

During the period under review, the value of fixed assets increased by 9%. The value of
intangible assets decreased by 14% during the period, affected by the extraordinary
write-off the R&D development related to the sale of the drilling machine in sebalid

of 2015. Whereas, the aggregate volume of tangible assets rose considerably, by HUF 1
735 million, by 10%, which mostly originated from the investments connected with the
Geothermal Project of Gg

There has not been any change in the evaluatiahefexpected outcomes of the started
investments, and therefore it does not seem to be justified to account for impairment
lossesc SEOSLII F2NJ GKS |aasSda 2F GKS DI RIff!
Account).

Deferred tax receivables accounted tye Company in the amount of HUF 386 million
were recognized, and thus their value decreased by 14% and HUF 119 million after the
base period. Out of which HUF 82 million decrease is based on the deferred tax return
calculation of the PannErgy Group. et HUF 37 million decrease was related to R&D
reservesc earlier accounted as deferred tax liabilitiesin line with the accounting
standardsg is the result of the consolidation with deferred tax receivables.

In the first half year of 2016, the overaldlue of current assets has remained on the
same level when compared to the corresponding value of the previous period. Within
current assets, trade receivables have increased mainly due to the invoiced trade
receivables related to the already operating & NJ DS2 6 KSNX It t N22S O
(reinjection well) in the last quarter of the previous year.

The value of Inventories associated with the activation of the Geothermal Projects of
Gy2dhas decreased.

g
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Other receivables have decreased by 58%he first half year of 2016, compared to the
base period, this latter category covers VAT, corporate income tax and other tax
receivables from the tax authority, as well as advance payments to trade creditors.

As of the end of the period under reviewk § / 2 YLJ y & Q&ld té &@rgdzNA (G A S &
amounted to HUF 50#nillion, which is a significant increase compared the previous

period under review. The reason of this increase is the investment of HUF 500 million in
interestbearing mutual funds by the PannEMYNER dzLJ> F2ff 2gAy 3 GKS Of ;
investment in line with its casfiow plans and investment policin the previous reports,

the Company has reported these assetstag S OdzNA (G A Sa K Svhidkh wagy G A f Y
modified in the current report agsiTradeable Securitiéscategory in line with the
characteristics of the securities, as they are sellable at any time before maturity
RSLISYRAY3I 2y (KS /2YLIlyeéQa FTAYlIYyOAlf ySSRad

The value of liquid assets similarly belonging to current adsassalso decreasedin
comparison with the base period, in the fitslf yearof 2016, the Company had HUF 1
923 million cash and cash equivalents. While, in line with the securities accounted
amongst tradeable securities the balance of liquid assets practically dichaoige, but
within cash and cash equivalents the proportion fagely usableliquid assets has
increased.

The Company witnessed a nearly ti#creasefrom the base value of its equity as a
consequence of the results in the balance sheet belonging tptéeousand reviewed
period. The amount of equity per share (calculated from the number of shares less
treasury shares) slid to HUF 501 from the HUF&E®e value

On 30 June 2016, the value of provisions was HUF 62 million, the HUF 48 million increase

was mainly caused by the provision settings for theu#ivation works related to the
DIRIff! DS20KSNXIf tNR2SOG Ay (GKS G201t @ f
2016, HUF 22 million provisions were set in line with the evaluation of thentinee
Management Share Option Programme for 2€214.9.

After the base period, the 48 growth in longerm loans, to the amount of HUF 9 338
was driven by the project finance drawdowns simultaneously with the realisation of the
Geothermal Project of @¢ The relevant project finance loans were fully drawn down
during the analysed period.

Under the heading of other longrm, deferred incomes stated the lorigrm tranches

of the nonrepayable grants awarded to the geothermal projects in grant application
schemesin thisrespect, at 30 June 20Eh amount of HUF 4 707iillion is stated in the

Company's balance sheaslong term liability and HUF 284illion short term liabity,

which totally represents 4% increase in comparison with the same period loé t
LINBOGA2dza &8SIFNE RdzS G2 GKS 3INIyida NBfIFIGSR G2

Within shortterm liabilities, the HUF 764illion anount of trade payables showed %9
lower balance than in the base period. This decrease was triggered by the intense

g
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investment activities that were associated with the Geothermal Projects 8 @sich
has terminated in the previous year.

The overall valuef shortterm loans was HUF 968illion at the end of the periodnder

review, bringing about A increase aftethe base period due to the short term part of

0KS Ay@gSaaGySyida t2Flya NBfFGISR (2 d#B NBIf AT
liabilities amounted HUB45 million at the end of the firshalf year of 2016, which is a

76 % decrease compared to therevious period. fiis growth points at themounts of

advance payments on granéarlierdrawn down in connection with thelosing of the

geothermal projects.

2.3 Segmenispecific information

Based on IFRS 8, the Company can be divided into two segraeetgetics and Asset
Management. The Company's core activity belongs to Energetics; the Group's Energetics
segment mostly comprises group entities and activities involved in energy production, as
well as operations supporting and serving energhated investments.

Beyond the Energetics segment, the asset management activities designated as a
separate segment in the earlier financial statement do not form a fully independent
component any longer, but rather can be considered as an integrated complementary
function.

It primarily focuses on the management of the restate properties in Csepel and
Debrecen, which are not directly necessary for the operation of Energetics, as well as the
handling and control of the Group when it operates as a financial igldompany and

stock exchange issuer. However, taking into consideration that its share within the
Company's sales revenues exceeds 10%, the presentation of Asset Management as an
independent segment is still justified.

Segmentrelated information isshown in Chapter 4.
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3. Financial statements (balance sheet, profit & loss account, cash flow, other
statements)

Consolidated balance sheet under IFRS (HUF milli

30.06.2016 30.06.2016  Change % 31.12.2015

Assets

Fixed assets

Intangible assets 1090 1268 86.0 1130
Goodwill 0 0 0
Tangible assets 20 050 18 315 1095 20 649
Investments 273 23 273
Financial leasassets 0 0 0
Receivables from deferred taxes 386 505 76.4 435
Longterm receivables 19 2 19
Total fixedassets 21818 20113 1085 22 506

Current assets

Inventories 318 679 46.8 312
Account receivables 890 238 3739 1029
Other receivables 178 432 41.2 1323
Corporate tax advance payments 31 22 1409 28
Tradable securities 502 0 501
Cashand equivalents 1923 2451 785 1120
Total current assets 3842 3822 1005 4 313
TOTAL ASSETS 25660 23935 107.2 26 819

Equity and liabilities
Equity stake of the owners of the parent company
Subscribed capital

Treasury shares 421 421 1000 421
Capital reserves -2 152 -3 009 715 -3009
Retained earnings & profit for the period 10516 10 516 1000 10 516
Treasury share incentive option reserve 1715 1831 937 1967
Other reserves 0 0 39
Equity of the parent company -1753 -850 206.2 -850
Minority interests 8747 8909 98.2 9084
Total equity 352 297 1185 248
Equity and liabilities 9099 9 206 98.8 9332
Longterm loans 9338 6273 1489 9143
Other longterm deferred incomes 4707 3333 1412 4872
Provisions 62 14 4429 14
Total longterm liabilities 14107 9620 146.6 14 029

Shortterm liabilities

Accounts payable 764 2491 30.7 1696
Shortterm loans 963 542 1777 785
Other longterm deferred incomes

concerning one year 280 183 1530 238
Corporate tax payable 2 19 10.53 20
Deferred tax liability 0 0 37
Other shortterm liabilities 445 1874 237 682
Shortterm liabilities in total 2454 5109 48.0 3458
TOTAL LIABILITIES AND EQUITY 25660 23935 107.2 26 819

PN
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Equity for the parent compan Incentive

Subscribed : Retained option Other Total Minority

Consolidated capital movementgnillion HUF) capital i earnings| reserve| reserve Part.

Balance as of 31 December 2014 421 -3009 6 266 4250 1889 0 -850 8 967 292 9259

Profit after taxes of the H1 period, 2015 -58 -58 5 -53
Chamges in the share of external members

Exclange rate difference from consolidation

Shae capital increase in subsidiaries

Treasury shares repurchased

Effect of treasury share incentive option program

Sale of treasury shares

Balance as of @June2015 421 -:3009 6266 4250 1831 0O -850 8909 297 9206

Statement of changes in equity in 2016

Balance as of 31 December 2015 421 -3009 6266 4250 1967 39 -850 9084 248 9332
Profit after taxes of Q1 period, 2016 -252 -252 4 -248
Changes in the share of external members 100 100

Exchange rate difference from consolidation
Shae capital increase in subsidiaries

Treasury shares repurchased -74 -74 -74
Effect of treasury share incentive option program -39 -39 -39
Sale of treasury shares 931 -903 28 28
Balance as of 8June2016 421 2152 6266 4250 1715 0 -1753 8747 352 9099

Investor relationy  + [|{f T$I-I§@GB 1 3232383 fax: +36 1 322373 e-mail: info@pannergy.com 15
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STATEMENT OF GENERAL INCOMES (HUF n

Net income for the period -252 -58 4345

Other general incomes
Conversion difference
Marketable financial instruments with
deferred taxes
Cash flow hedging transactions with deferred
taxes
Share from other general incomes of
associated companies
Other general incomes in the period with tax
implications

Total generaincomes for the period -252 -58 4345

Investor relationy  + [|{f T$I-WGB 1 3232383 fax: +36 1 322373 e-mail: info@pannergy.com 16
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Consolidated profit & loss account under IFRS (HUF million)

H1 H1 Change

2016 2015 %
Salegevenues 2129 1326 160.6
Direct costs of sales -1 680 -987 1702
Gross profit 449 339 1324
Gross profit rate % 211% 25.6%
Direct depreciation 541 336 1610
Gross cash flow 990 675 146.7
Gross cash flow rate % 465% 50.9%
Indirect costs of sales -475 -229 2074
Other incomes 329 77 4273
Other expenditures -196 -75 2613
Operating profit 107 112 955
Operating profit rate (%) 5.0% 8.4%
EBITDA 734 470 156.2
EBITDAate (%) 34.48% 35.44%
Financial incomes 37 46 80.4
Financial expenditures -370 -159 2327
Financial profit -333 -113 294.7
Profit before taxes -226 -1
Corporate income tax -22 -52 42.3
Profit after taxes -248 -53 4679
Minority shareholding -4 -5 80.0
Net profit of the period -252 -58 -434.5
From the profit after taxes:
To capital shareholders of the parent compar -252 -58 4345
To minority shareholders (of threubsidiaries) 4 5 80.0
Profit per equity share (HUF)
Base -13.78 -3.18 4333
Diluted -13.78 -3.18 4333
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Changes in intragroup, consolidated / screened turnovers and volumes (HUF milli
H12016 H12015

Profit & loss accountitems:

Sales revenues 869 3466
Direct costs of sales 841 3309
Indirect costs of sales 84 69
Other incomes 530 46
Other expenditures 534 93
Financial incomes/expenditures 30 49

Screening of balance sheet items:

Tangible assets 0 191
Inventories 0 2
Deferred income and accrued expenses 1228 723
Longterm loans given 3939 3 398
Other receivables 14 027 15 387
Accrued income and deferred expenses 1228 723
Longterm accounts payable 9081 6 065
Other shortterm liabilities 8 885 12 720

Consolidated cash flow statement under IFRS (HUF million)

H12016 H12015
Cash from operations

Profit before corporate tax -226 -1

Adjustments in relation to the profit before taxes and
operating cash flow

Depreciation of tangible and intangible assets 577 358
Effect of deferred taxes 49 19
Corporate tax expenditures -22 -52
Exchange gains on loans 17 33
Impairment losses of corporate holdings 0 0
Extraordinarydepreciation of property, plantgoodwill 50 1
Provisions released 48 -1
Interest (gain/ loss), net 271 86
Loss ortreasury share incentive option program -39 0
Profit on the sales of tangible assets -14 0
Changes in minority participations 0 0
m
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Income taxes paid -58 14
Increase/decrease of inventories -6 314
Increase/decrease of receivables 1284 377
Increase/decrease diabilities -1 169 1713
Interests received 2 0
Interests paid -273 -86
Net liquid assets originating from / utilized in operation 491 2775
Cash from investments

Acquisition of investments in private companies 0 0
Acquisition of tangible and intangible assets -84 -3192
Acquisition oftangible and intangible assets 110 0
Increase/decrease of loAgrm receivables 0 0
Other long and shortterm deferred incomes -123 168
Cash from investment activities -97 -3 024
Financial operations

Drawdown/repayment ofong-term loans 180 2 353
Increase/decrease of shetérm loans 176 -10
Exchange difference from consolidation 0 0
Capital increase, exchange premium of minority

participations 100 0
Acquisition of treasury shares -74 0
Sale of treasury shares 28 0
Increase in securities -1 0
Cash from financial operations 409 2 343
Net increase/decrease of cash and 803 2 094
cash equivalents

Cash and cash equivalents as of 1 January 1120 357
Cash and cash equivalents as3ff June 1923 2 451
Overdraft 0 0
Cash and cash equivalents according to the balance

sheet 1923 2451
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Other incomes and expenditures (HUF million)

H12016 H12015

Profit on the sales of tangible assets 14 0
Nonrefundable grants relatechcome 250 60
Received fines, penalties, damage refunds 13 7
Incomes carried forward from previous years 9 6
Release of provisions 0 1
Waived collection duty and late charges 31 0
Other nondisclosed items 12 3
Total of other incomes: 329 77
Extraordinary depreciation and amortisation 50 1
Fines, penalties, damage refunds, late interest paid 3 2
Expenditures relating to previous years 8 0
Setting provision 48 0
Local taxes 47 50
Mining fee 30 14
Innovation charge 6 6
Damages 1 0
Othernon-disclosed items 3 2
Total of other expenditures: 196 75
Other profit/loss 133 2

Financial profit (HUF million)
H12016 H12015

Interest income 2 0
Gain ontreasury share incentive option program 12 0
Gain on disposal of corporatevestment 2 0
Foreign exchange gains on receivables 16 14
Foreign exchange gains on liabilities 0 14
Foreign exchange gains on bank deposits 3 17
Foreign exchange gains on loans 0 1
Other financial income 2 0
Total of financial income: 37 46
Interest expense 273 86
Foreign exchange gain on receivables 3 18
Foreign exchange gain on liabilities 68 18
Foreign exchange gain on bank deposits 0 1
Foreign exchange gain on loans 25 36
Loss on treasury share incentive option program 0 0
Otherfinancial expense 1 0
Total of financial expenditures: 370 159
Financial profit/loss -333 -113

Most relevant foreign exchange rates as of the end of the periods (HUF/EUR)
30.06.201€ Y/E 201t 30.06.2015

PN
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31616 31312 31504

Cash ancequivalents(HUF millior)

H12016 H12015

Current bank accounts and cash 565 169
Reserve account with limited access 1335 2 269
Deposits 23 13
Overdraft facilities 0 0
Total 1923 2 451

Reserve accounts with limited access means duwncial assets where the banks
individual approval is needed to release cash from the specific bank account.

Loans(HUF millior)

H12016 H12015

Longterm loans and leases

Collateral secure@URbased loan 7 206 4531
Collateral securetHiUFbased loan 3020 2 037
Financial lease liability 74 119
UnsecuredHUFbased loans 0 0
?:;)rr:::rrrr: I|c())(;1rrt]i;)n of longterm loans transferred to 962 414
Total 9 338 6 273

The significant increase of logrm loansis caused by the project financing issued by

| dzy AF NRFY 9-La .lyl [GR® (2 GKS LINRB2SOl Dz
companies, DD Energy Ltd. and Arrabona Geotermia Ltd. This loan facility was
refinanced by CIB Bank Ltd. during the first haB@f6.

Breakdown of lease liabilities under letegm loans

30.06.2016
. . Book value
EUR HUF million Maturity (HUF million
Vehicles
Machinery 188 339 60 2021 137
30.06.2015
. . Book value
EUR HUF million Maturity (HUF million)
Vehicles 80 768 25 2018 63
Machinery 253 694 80 2021 152
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H12016 H12015

Shortterm loans and leases

Shortterm bank loans 0 0
Shortterm portion of longterm loans 962 414
Overdraft facilities 0 0
Other shortterm loans 1 128
Total 963 542

Shortterm portion of longterm lease liabilities

EUR HUF million Maturity
Machinery 44 402 14 2021

Average interest cost of loans

The EUR denominated loarbear foating interest rates of whicheference ratevaries by

subsidiaries between 1, 3 and 6 months EURIBGIRR Hungarian Forint denominated loans

bear fix rate of 2.50 % or floating rate with reference rate of 1 and 3 months BUBG@R.
O2ftFrGSNIf &aSOdz2NBER 9! w RSy2 VYidteWasicDR% inghefifsh Q YSI y
KFfF 2F wnmc YR Attt 06S wnwotn 22 Ay (GKS aS0O2yR
Geothermal Project; assumed with unchanged EURIBOR rdtee collateral securetHUF
RSY2YAYFGSR t2FyaQ YSI2307%iFtHeSiStihalf3f2016.y 6§ SNBE A G NI G ¢
Maturity dates of longterm loans

Out of the HUF 838 millionunder longterm liabilities,HUF 1 50@xpires between 15 years,
while HUF 7 78gillion will expire after more than 5 years.

Grants and relating deferred komes(HUF million

H12016 H12015

Other longterm deferred income 4707 3333
Shortterm portion of longterm deferred income 280 183
Grant related deferred incomes 4 987 3516

In relation to its energetic projects, under the heading of oth@ngterm deferred
incomes the Company states the lotegm tranches of the nomepayable grants
awarded to the geothermal projects in grant application schemeésle the shortterm

tranches are presentednder short-term liabilitiesand other incomen the profit and
loss account proportionally to the depreciation of the affected fixed assets

PN
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Breakdown of grants (HUF million)

- Deferred
. Grant scheme/ . Eligible Grant Grant incomes
Group entity Proiect ID investment awarded drawn ;
) costs down 'OM g_rgnts
(liabilities)
A <., KEOR.2.0/B
|
{1 Syuf! NR yLOA 09-20090026 883 442 427 380
KEOP
. SNB {1 FNNR. 9 4.4.0/A/092009 250 125 125 84
0009
oA GOP1.3.1-11/A-
52 @0SNb N fLfd a 20110192 232 104 104 86
. . . KEORL.7.0
Miskolci Geotermia.td. 20100001 632 316 314 288
. . . KEOP 4.2.0/&1-
Miskolci Geotermia.td. 2011-0007 2 856 1 000 1000 909
. . . GOPR1.2.1/B12-
Miskolci Geotermia.td. 20120005 323 162 148 118
KEOP 4.7.0/%1
KualalLtd. 2011-0003 619 309 309 294
KEOR.10.0/B
KualalLtd. 12-90130012 2 836 1000 1000 940
KEOM.10/B-12-
DD Energy.td. 20130010 3997 1000 1000 983
i KEOR.10/B-12-
Arrabona Geotermiatd.. 20130011 3509 1 000 992 975
PannErgy Geotermikus PIAC_13-2013 i
9 NI YADS ] 0006 889 442 442
Total amount of grants stated in the balance sheet 5 057

By type, all the above projects target project implementation, whereas the project
objectives for KEOP grant applications focus on the utilization of geothermal energy,
whereas for GOP grants asggbcurement or system developmerithe whole grant
amount received under the PIAC_13 grant scheme was recognised as income due to the
sale and write off of the developed R&D until the end of the reporting period.

As at30 June 2016 there is no liabiligcorded relating to received grant based advance
payments.
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PannErgyPlc

2016

4. Segmentspecific information

Segmentspecific sales and profit information (HUF

million)

H1 2016 Asset Energetics Total
management

Net salesevenues

Sales tmon-Group customers 254 1875 2129

Results

Operating profit -123 230 107

Financial profit/loss 17 -350 -333

Profit before taxes -106 -120 -226

Corporate income tax -2 -20 -22

Profit after taxes -108 -140 -248

H1 2015 Asset Energetics Total
management

Net sales revenues

Sales tmon-Group customers 294 1032 1326

Results

Operating profit -122 234 112

Financial profit/loss -3 -110 -113

Profit before taxes -125 124 -1

Corporate income tax -1 -51 -52

Profit after taxes -126 73 -53

Concerning the Energetics segment as the dominant business activity, further
information is provided in the other details of this report pertaining to energelite

profit of the Asset Management segment in the period under revimweased slightly

in compaisonwith the previous period.

Costs and expenses in the Asset Management segment can be divided into two main
groups:

1 Firstly, costs related to the facilitmanagement of the real estate properties
under the Asset Management segment, which are covered by rental income and
transmitted energy and other cost related income

1 Secondlyholding management activity of the PannErgy Group, furthermore
gAUK t I yii®aNdEsoek &xcHahge listed presence which are not having
direct connection with energy projects.

Further other costs and expenses (in HUF million):
Audit, accounting consultancy and payroll feggck Exchange an

: 42
public presence
Personakxpensesoutsourced administration cost 31
Office administration security servicestc. 20
Insurance fees and authority charges 6
Depreciation 2
Bankcharges 2

Consultancy fees represerigaificant increase compared to tliel 4 & @ Sgedd® a & Y S
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Segmentspecific balance sheet information (HUF million)

30.06.2016 Asset  Energetics Total
management

Intangible assets, net 0 1090 1090
Tangible assets, net 293 19757 20050
Investments 23 250 273
Receivables from deferred taxes 56 330 386
Longterm receivables 18 1 19
Inventories 0 318 318
Accounts receivables 107 783 890
Other receivables and assets 21 157 178
Corporate tax advance payments 0 31 31
Securities held until maturity 502 0 502
Cash and equivalence 40 1883 1923
Total assets 1 060 24 600 25 660
Accounts payable 104 660 764
Longterm loans 0 9 338 9 338
Longterm deferred incomes 0 4707 4707
Shortterm loans 0 963 963
Shortterm deferred incomes 0 280 280
Provisions 22 40 62
Corporate tax payable 1 1 2
Other liabilities 29 416 445
Total liabilities 156 16405 16 561
{ KFNBK2f RSNEQ Sl dzA ¢ 9 099
30.06.2015

Intangible assets, net 0 1268 1268
Tangible assets, net 378 17937 18 315
Investments 23 0 23
Receivables from deferradxes 59 446 505
Longterm receivables 0 2 2
Inventories 0 679 679
Accounts receivables 86 152 238
Other receivables and assets 12 420 432
Corporate tax advance payments 3 19 22
Cash and equivalén 53 2 398 2451
Total assets 614 23321 23935
Accounts payable 131 2 360 2 491
Longterm loans 26 6 247 6 273
Longterm deferred incomes 0 3333 3333
Shortterm loans 9 533 542
Shortterm deferred incomes 0 183 183
Provisions 0 14 14
Corporate tax payable 0 19 19

m
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Othershortterm liabilities 21 1853 1874

Total liabilities 187 14 542 14 729

{ KI NEBK2f RSNBQ Sljdz (e 9 206

Other segmentspecific information (HUF million)

H1 2016 Asset Energetics Total
management

Procurement of intangible assets 0 1 1

Procurementf tangible assets 0 83 83

Procurements in total 0 84 84

Depreciation 5 572 577

Extraordinary depreciation 0 50 50

H1 2015 Asset Energetics Total
management

Procurement of intangible assets 0 0 0

Procurement of tangible assets 0 3192 3192

Procurements in total 0 3192 3192

Depreciation 5 353 358

Extraordinary depreciation 0 1 1

5. Other, complementary information
5.1 Accounting policy

The Company's accounting policy is identical to the one applied in the previous fiscal
year, i.e. the associated details described in the supplementary notes to the
consolidated annual report of 2015. When preparing these financial statements, the
Company followed the same accounting policy and identical calculation methodology as
in the maost recent annual and interim management reports, e.g. in the base period.

The reports relating to PannErgy Group, such as the interim management report, have
been denominated in Hungarian forint, as rounded to million HUF.

5.2Functional currency

Thefunctional currency of the Company and its subsidiaries is the Hungarian forint,
because for the Company and its subsidiaries the principal environment of operations is
the Hungarian economy.

5.3 Deferred taxes

PannErgy Group has the following deferred tasipons as of 30 June 2016

PN
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Deferred tax assetiUF386 million

The HUF 386 million deferred tax receivables recognised among fixed assets covers the
10% corporate income tax relating to the negative tax base that remained unused in
association witlihe subsidiaries belonging to PannErgy Group, as well as other deferred
tax-modifying items under IFRS; the calculation of deferred tax receivables is based on
the discounted deferred tax refunds of the subsidiaries concemvadth results 423
deferred taxreceivable In accadance with the actual accounting rule$jg amount is
reduced by HUF 37 million R&D reserve related, earlier as deferrecetagnised
liability.

5.4 Calculation of the effective tax
The expected income tax established as the prodiidhe profit before taxes in the

Company's profit & loss account and the Company's corporate tax rate, as well as the
corporate income tax actually stated in the profit & loss account are as follows:

Calculation of the effective tax (HUF million)

H12016 H12015
Profit before taxeg(individual companies
-226 -1
aggregated)
Expected income tax calculated with the individua 10 37
O2YLI yASaQ O2N1LERN}IGS M da’: 0
Effect of different tax rates (minimum profit tax) 4 4
Effect of thechanges in the tax rate
Taxrelated effect of nordeductible expenditures 5 8
Taxfree incomes -1
Tax allowances -2 -1
Deferred tax liabilities assessed in the year under
) ; ) -6 -15
review for any negative tax base not stated earliel
Write-off of tax receivables assessed earlier for
. 12 19
negative tax bases
Negative corporate income tax base on the year
under review for which deferred tax receivables 0 0
have not been assessed
Changes in unstated, temporary differences 0 0
Taxrelated effectsof modifications in the previous 0 0
years
Income tax (as per the profit & loss account) 22 52
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5.5A Major risks of the business undertaking, as well as the associated changes and
uncertainties

Exchange risk
From among the Company's transactionencluded in foreign currencies, euro

denominated transactions have the largest share. As for liabilities, the Company is
exposed to foreign exchange risks due to the investment loans outstanding in foreign
currencies, as well as cash flow risks arisinghfthe changes of interest rates. Such
exchange risk can be mitigated by the future partially EUR basedrdésl generated

08 UKS De!'NJtNeeSoOid alftSao

The share price risk is to be considered in view of the marketability of repurchased
treasury shares ahthe value of the managerial incentive share option program.

Interest risk

The source of interest risk is the exposure originating from the changes in the interest
levels of the interesbearing assets held by the Company and the interest level of loans
taken out.

Credit risk

Credit risk is the risk of financial losses arising from the potentialpgsformance of

any contracted obligation by the customer or partner. From the perspective of the
Company, it primarily means the risk associated with the-payment of customers. It

is to be noted that the Company performs sales for a concentrated group of a small
number of customers, which means a low level of diversification.

Liquidity risk

Liquidity risk represent the risk that the Company becomes unable to fulfil its financial
obligations in a timely manner. The purpose of liquidity management is that sufficient
resources should be provided for the fulfilment of liabilities upon their reipe due
dates. The Company's approach to liquidity management is that as far as it is possible
there should always be adequate liquidity provided for the fulfilment of liabilities at their
due dates under both ordinary and stressed circumstances withsuffering
unacceptable losses or putting the Company's reputation atfFiskhermore, adequate
liquidity can be realized by shaping the terms of funding sources in alignment with the
lifecycle of the project.

Regqulatory risk

From among the general types regulatory risks, a factor to be specifically highlighted

in relation to the Company is that the selling price of a determining part of the heat
energy sold by the Group is subject to official price setting, and thus is regularly reviewed
by the compeeént price settingauthority, which can potentially modify or limit the
Company's profitability. Consequently, considerable uncertainties arise with respect to
the future selling prices.

5.6 Acceptance of the annual report, dividends

The Company held its ordinary annual general meeting on 28 April 2016, with its
resolutions published via the official media of disclosure. The annual General Meeting

g
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approved the Company's consolidated annual report for 2015 prepared in conformance
to the requirements of the International Financial Reporting Standards (IFRS) with the
identical amount of assets and liabilities being HUF 26 819 million (balance sheet total)
and profit according to the balance sheet being HUF 78 million (profit), as propgsed
the Board of Directors. Concurrently with the acceptance of the consolidated annual
report, the annual ordinary General Meeting did not approve dividend payments.

5.7 Employees

PannErgysroup headcount as at the end of the relevant periods

Own headcount 30.06.2015 30.06.2016

PannErgylc 6 4 -2
Group companies 31 24 -7
Total 37 28 -9

PannErgycrouphad 37 employees aat 30 June 2015 and 31 December 2015 equally.
Due to the need of a tightened focus limitedly on the operation of toenpleted
projects, significant headcount cut was executed, which caused a drop to 28 employees
as at 30 June 2016This organisation rationalisation process will be finished by the
second half of 2016

5.8 Changes in the Company's registered capital, managenorganization

As of 31 December 281the amount of the registered capital was HUF 421 093 100,
which has not changed so far in 2015. The financial reports state the amount of the
registered capital in view of all the shares issued, whereas the numbshares is
calculated with the deduction of repurchased treasury shares.

As of 30 June 2015, the Commyahad2 897 338pcs.PannErgyPlc treasury shares
which exceeds b$21961 pcs.the number of treasury shares as3f Decembe015
and31 March2016.

In accordance with thed®olution 19/2016 (Apr 28019 of the General Meetingrom

May 2016, PannErgy Plc shall start a treasury share purchasing program. The first month
of the program shall be May 2016, whereas its last month is 2@tir. In the framework

of the program, PannErgy Plc will purchase PannErgy shares via the Budapest Stock
Exchange in an amount of at least HUF 20 million in each month, and maximally HUF 300
million in total, with the additional condition that in the cose of the scheduled share
repurchasing program the individual purchase price of the shares may not exceed HUF
500.

With respect to the treasury share transactions, detailed information is available in the
Company's public disclosures.

Informationassociated with senior officers is provided in details in Form TSZ2 in Chapter
8.2.

i -
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5.9 Sharebasedpayments

The General Meeting held on 28 April 2016 closik@ Management Share Option
Program(Resolutionl7/2016. (IV.28.), which was ratified by the Gera Meeting held

on 30 April 2014Under this scheme ithe first half of 2016 HUF29 million expense

was recognised of whicHUF27 million due tocash settlement andHUF2 million as

result ofshare based settlemerasshare price differenceAs ofthe yearend2015 HUF

39 million incentive share option reserve was recognised in the balance shdter
closing the scheme, the difference HUF 12 million was accounted as financial income
and released from reserves.

The General Meeting held on 28 ApgD16 ratified the new MSOP effective for the

period 20162019 in line with the proposal of the Supervisory Board of Directors

I R2dza i SR SAUK 20KSNJ aKIFNBK2f RSNEQ OSNIFAYy L
@ AftroftS G GKS /2YLIlyeQa K2YSLI 3ISo

Major terms and conditions of the share option program

The entitled persons can receive conditional call options9fa® 000 shares from the
Company when the relevant option contracts are concluded. The options are American
type options and can be exerciség 30 April 209. The options will open at several
stages when certain stock exchange share prices are achieved:
¢CKS 2LJWGA2yQa aGNRT1S LINAROS Aa | ! C ondgdnH
- If the stock exchange prian each day of a eecutve 10 days
period exceeds thestrike price byl15% in the period of the option program, the
call option will open foB0O0 000 sharesp
- If the stock exchange prian each day of a consecutive 10 days

period exceeds thestrike price by30% in the period of the option program, the
call option will open foradditional 300 000 shares which will mea00 000

shares in total©
- If the stock exchange pria each day of a consecutive 10 days

period exceeds thestrike price by45% in the griod of the option program, the
call option will open for additionaB00 000 shares which will mea®0 000

shares in totglthe total quantity of the share option prograr®.

Evaluation of the share option program

When calculating the fair value of thecentive share option program, all three stages
were considered.

According to the market conditions taken into account when defining the above fair
value, the Blacischoles formulavas applied(closing share price as of 30ne2016:

HUF 3@, volatility: 22.9%, riskfree interest rate: 2.00%), the fair value of the options is
HUF22 millionin respect of thetotal 900 000 shares. In theeporting period, this
amount was accounted for as an expense and arease in equity instruments

g
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5.10 Environmentaprotection

The Company handles the higlandard management of environmental protection as a
priority. In the field of geothermal energy, they work to introduce and broadly spread
one of the most environmentally friendly way of energy production in Hungar

The subsidiaries with geothermal operations undertake the impact assessments
required by the relevant environmental regulations, as well as the performance of the
necessary studies and compliance with the relevant legal regulations.

In line with theenergy politics of Hungary and the European Union, the Company's
objective is to enforce environmental aspects in economic development. The underlying
condition is the utilization of renewable energies at the largest possible scale, the
shaping of a harman relationship between society and nature, indirectly having a
positive influence on the source structure of domestic energy carriers by facilitating
progress from the direction of renewables. In parallel, considering both economic and
technical aspects,the Company shoulders responsibility for the continuous
improvement of the environmentally friendly characteristics of the project locations, as
well as the environmentally friendly exploitation of natural resources. Research and
development are part of ReErgy Group's environmental policy. PannErgy Group is
fully committed to the continuous improvement of environmental and energy
performance, compliance with sustainability as an attitude. The Company has a strong
focus on the social impacts of its actieg, and has the goal to arrive fully responsible
and sustainable operations.

5.11 Relevant events after the balance sheet d@iatil 30 August 2016)

Of the associated events, the Company releases extraordinary information that is to be
known as part of thenecessary element of the judgment and evaluation of the
substances of this report.

The potentially material post balance sheet date events are available in the present

report at sectiondp @ NEgraoddinary and other information published in the reporting

LISNA 2 R o¢{K¢Sm OAY RA OF 6 SR S@Syida IINB F@gFAflofS
extent.
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PannErgyPlc

6. Data sheets related to financial statements

Name of the Company:  PannErgy Public Company Limited by Shares
6t yyoONBe beAftgtyz2aly a#&£ll R!
HMmmTt . dzZRFLIS&ads . dzRIFF21A gi

Energetics, Asset management

wS
Address of the Company: pcd

Sectorial classification:

Period: Q1 of2016
Telephone: +36 1 323 23 83
Fax: +36 13232373

info@pannergy.com
£ £ SNA I {T I 05

Email address:
Investor relations:

6.1 General information on the representation of the financial informat{B1.)

Yes No
pudted [
Consolidated [ ]
Accounting Hungarian IFRS X Other
principles

6.2Business entities under consolidatiipK2.)

Capital net Voting rights Rat_e OT e
worth/ consolidatior Classificati
Share capital SIEN () (01/0 ) on?
(HUF M)
PMM Ltd. 100.00 100.00 100.00 100.00 F
Kuala Ltd. 3.00 90.00 90.00 83.78 F
PannErgy Geothermal | 1 97270 93.09 93.09 93.09 F
Power Plants Ltd.
CSRG Ltd. 7.50 60.00 60.00 55.85 F
TT Geothermal Ltd. 5.00 100.00 100.00 93.09 F
{TSydf! NRYy( 5.00 99.80 99.80 9289 F
Ltd.
Miskolc Geothermal Ltc 5.00 90.00 90.00 83.78 F
. SNBX {1 FNNR! 2410 10000 10000 9309 F
DoverDrill Ltd. 86.00 100.00 100.00 93.09 F
DD Energy Ltd. 3.00 100.00 100.00 93.09 F
Arrabona Geothermal 3.00 100.00 100.00 93.09 F
Ltd.

1 Voting rights allowing participation in decisiomaking at the general meeting of any
business entity under consolidation

2Full (F); Joint management (J); Associated (A)

39 values to be interpreted indirectly

PN
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4The ratios of ownership and voting rigistsow the ratios of direct ownership and voting
rights in PannErgy Plc and PannErgy Geothermal Power Plants Ltd. The difference
between the rate of consolidation and the ratio of ownership originates from the
minority shareholdings in PannErgy Geothermaiv@& Plants Ltd when they are
considered, with the rate of consolidation reflecting the direct ratio of ownership
Sformername!/ a dzZNHs A DS2 0 SNXYAl [GR®

6.3 Material off-balancesheet items, contingent liabilitie@K6)

Forward positions, transactions
As 0f30June2016, the Company did not have forward positions.

Obligations undertaken in relation to asset management transactions

Under such asset management transactions (selling and purchasing participations,
other assets), the company assumes guarantees for the economic purport of the
transaction.

Suchundertaking is thesurety provided relating to the earlier sold deep drilling maehi
backed with counter collateral with an exposure of HUF 309 million as of the balance
sheet date.

From these assumed guarantees, the Company's managementview of their
expectations formulated to the best of their knowledgeloes not see the occuence

of substantial performance obligations to be likely.

Other contingent liabilities

As of the reporting date, PannErgy Plc and its subsidiaries had the following contingent
liabilities towards external parties:

Restriction of title or right ovenachinery, equipment, devices, pledges in
relation with bank financing transactions:

As of the date 080 June2016, various types of guarantees undertaken in an amount

of HUR3 095million and EUR2 791 thousandfor external financing agreements that
were made by associated companies. The outstanding principal amounts of these
financing agreements consistently decreased as a result of the repayments made in the
meantime, and therefore were under the presented contracted values.

Contingent liabilitieselated to grants:
Based on the Decree 358/2014 (XII. 29) and related regulations, from 1 January 2015, in
case of grants deriving from European Regional Development Fund, European Social
Fund, Cohesive Fund, beneficiaries having a minimum of onelda#d business year
and has no public debt according to the National Tax Authority database, are not obliged
to provide security. Based on this, PannErgy Group is exemptetth only one
exceptiong from the security provisions for such grants. PannEsgpthermal Power
Plants Ltd. has established grant suretyship related to the grant of PIAC 13 market
oriented research and development activity in the value of HUF 442 million.

Other contingent liabilities:

g
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PannErgy Geothermal Power Plants Ltd. also ectgd for an unconditional payment
guarantee towards one of its heat efiker customer involved in the Geothermal Project

of Miskolc for the liabilities that may be arising from possible future damages; in Miskolc
Geothermal Ltd. up to the amount of HUBOLmillion and in case of Kuala Ltd. without
any limits.

During previous periods PannErgy Geothermal Power Plants Ltd. undertook an
unconditional guarantee related to sale of the reinjection well and the sale of the
contractual rights of the reinjectionesvices in case SPAs are not realized for some
reasons; furthermore, PannErgy Geothermal Power Plants Ltd. has also undertaken
unconditional guarantee towards its customer for the payment of the expected
revenues and compensation for loss of income deg\viom the reinjection services in
case at normal operations, quantitates of reinjection services does not reach the
contacted quantity levels.

7. Data sheets on the shareholders and shareholder structure
7.1 0Ownership structure, shareholdings and voting rigliRS1)

Share capital total = Listed series

Classification of shareholders 01.01.208 30.06.2016

%

Domestic institutions 24.74| 2850 5209323 24.76| 2871 5213 368
Foreign institutions 1810, 20.84| 3 810432 1804| 20.92 3798 163
Domestic private persons 34.69| 3996| 7304475 3372 3910 7099 072
Foreign private persons 0.39| 045 82050 0.35| 040 73 716
Employees. senior officers 094| 1.08 197 253 141 164 297 253
Shareholder belonging to the centra| 7.96| 9.17| 1675745 796, 9.23 1675 745
budget

International Development - - - - - -
Institutions®

Other - - - - - -
Total 10000 100.00| 21054 655/ 100.00| 10000| 21054 655

1 State administrative body

2 Ownership ratio

3 Voting rights allowing participation in decisiomaking at the general meeting of the issuing entity
4Own property: The property of the Company or its 100 % subsidiary

7.2Changes in the number of shares (pcs) in own holding in the reporting period (RS2)

01.01.2016 31.03.2016

At company level 1840174 1840174 1962 135
Subsidiaries * 935 203 935 203 935 203
Total 2775 377 2775 377 2897 338

* The volume held by PMM Ltd., which company is owned in 100% by PannErgy Plc.

In accordance with the Resolution 19/2016 (Apr 28, 2016) of the General Meeting, from
May 2016 PannErgy Plc shall start a treasury share purchasing program. The first month
of the program shall be May 2016, whereas its last month is April 2017. In the framework
of the program, PannErgy Plc will purchase PannErgy shares via the Budapest Stock

PN
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Exchang in an amount of at least HUF 20 million in each month, and maximally HUF 300
million in total, with the additional condition that in the course of the scheduled share
repurchasing program the individual purchase price of the shares may not exceed HUF
500. Under the framework of thea treasury share purchasing prograthe treasury

share stake of the company was increased B$961 pcs.

List and particulars of Shareholders with stakes over 5% at the end of the R&3d)

Number Vel
Nationality* Activity? Stake (%j right (%) Notes®
(pcs) 34
Benji Invest.td. B | 2424010 1151 1335 P
ONP Holdings S K | 1814 640 8.62 9.99 P
Hungarian
National Asset
Management B # 1675 745 7.96 9.23 P
Ltd.

1 Domestic (D), Foreign (F)

2 Trustee (T), Budget (B), International Development tintitin (ID),
Institutional (I),Business Entity (BE), Private (P), Employee, Senior Officer
(E)

3To be specified as rounded to two decimals

4Voting rights allowing participation in decisiomakingat the general meeting of the
issuing entity

5 E.g.: professional (strategic) investor, financial investor, etc.

8. Data sheets on the organization and operations of the issuer

8.1 Changes in the headcount of ftilne employees (pers(ISZ1.)

Own headcount 30.06.2015 30.06.2016

PannErgylc 6 4 -2
Group companies 31 24 -7
Total 37 28 9

see paragraph 5.7

8.2 Senior officers and (strategic) employees controlling operations of the issuing
entity (TSZ2.)

—_—_— W End/terminaton |
Fosition e date of the Shareholding (pcs

commission A

commission

BD CFf+ 1 a . {Member Chairmar 31.08.2007 for an undefined perioc -
of time
BD 5SY S3 D& ] Member, Deputy 31.08.2007 for an undefined perioc 170 000
Chairman, of time
acting CEO
BD |Dt 62 NJ . NJMember 31.08.2007 | for an undefined perioc 13 600
of time
BD YIGF A y Member 2804.2016 for an undefined perioc -
of time

PR
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L Employee in strategic position (SP), Member of the Supervisory Board of Directors

(BD)

9. Datasheets relating to extraordinary information

9.1Extraordinary and other information published in the reporting period (ST1)
(until 30 Augusztu016)

Date Type ofinformation Subject

29 August 2016 | Other information gigzg?:ncg;?gﬁzr'grgﬁsﬁgd of Directors of Pannt
29 August 2016 | Extraordinary information | Treasury share transactions
25August 2016 | Extraordinary information | Treasury share transactions
23 August 2016 | Extraordinary information | Treasury share transactions
20August 2016 | Extraordinary information | Treasury share transactions
17 August 2016 | Extraordinary information | Treasury share transactions
15August 2016 | Extraordinary information | Treasury share transactions
11 August 2016 | Extraordinary information | Treasury share transactions
11 August 2016 | Extraordinary information oofV:I/r;irnZ ?ir;rr\](t):ncement concerning change in the ra
9 August 2016 | Extraordinary information | Treasury share transactions
5August 2016 | Extraordinary information | Treasury share transactions
3 August 2016 | Extraordinary information | Treasury share transactions
3 August 2016 | Extraordinary information ::r’]agglci;rgyl_g(;olnlcégz;?es stake
1 August 2016 | Extraordinary information | Treasury share transactions
1 August 2016 | Other information Composition of share capital of the PannErgy Plc.
28July 2016 Extraordinary information | Treasury share transactions
26 July 2016 Extraordinary information | Treasury share transactions
22 July 2016 Extraordinary information | Treasury share transactions
22 July 2016 Extraordinary information | Detailed description of the share repurchasing progr
20July 2016 Extraordinaryinformation | Treasury share transactions
20July 2016 Extraordinary information gol;retct‘ia:)ns ysea LdzotAaKSR Ky
19July 2016 Extraordinary information | EGM- Resolutions
18July 2016 Extraordinary information | Treasuryshare transactions
18July 2016 Extraordinary information | EGM- Proposals
18July 2016 | Extraordinary information | EGM- Proposals
18July 2016 | Extraordinary information | EGM- Proposals
15July 2016 | Extraordinary information | EGM- Proposals
15July 2016 | Extraordinary information | EGM- Proposals
15July 2016 | Extraordinary information | EGM- Proposals

PannErgyPlc Halfyearly financial repor¢ H1 of 2016
BD Lilla Martonfalvay | Member 2804.2016 f?‘f an undefined perioc 100 000
of time
BD Csaba Major Member 30.04.2013 for an undefined perioc -
of time
BD P GGAF 1 W(Member 31.08.2007 for an undefined period -
of time
BD Lada@dty ¢ |Member 31.08.2007 for an undefined period -
of time
Total hareholding (pc3: 283 600

PN
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14 July 2016 Extraordinary information | Treasury share transactions

12 July 2016 Extraordinary information | Treasury share transactions

8 July 2016 Extraordinary information | Treasury share transactions

6 July 2016 Extraordinary information | Treasury share transactions

6 July 2016 Extraordinary information Owngrs a_nnouncement concerning change in the ra
of voting rights

4 July 2016 Extraordinaryinformation | Treasury share transactions

4 July 2016 Extraordinary information | EGM- Minutes

30June 2016

Other information

Composition of share capital of the PannErgy Plc.

30June 2016

Extraordinary information

Treasury share transactions

28June 2016

Extraordinary information

Treasury share transactions

24 June 2016

Extraordinary information

Treasury share transactions

24 June 2016

Extraordinary information

tFyy9NBeE tfO0Qa (g2
refinancing agreement with CIB Bank Ltd

adzo a.

22June 2016

Extraordinary information

Treasury share transactions

20June 2016

Extraordinary information

Treasury share transactions

17 June 2016

Extraordinanjinformation

Treasury share transactions

15June 2016

Extraordinary information

EGM- Proposals

15June 2016

Extraordinary information

EGM- Proposals

15June 2016

Extraordinary information

EGM- Proposals

15June 2016

Extraordinary information

Finalli SNYAyY I GA2y 2F DI RI t¢

15June 2016

Other information

Composition of share capital of the PannErgy Plc.

15June 2016

Extraordinary information

EGM¢ Invitation and agenda

14 June 2016

Extraordinary information

Treasury share transactions

13June 2016

Extraordinary information

Treasury share transactions

9June 2016 Extraordinary information | Treasury share transactions

8June 2016 Extraordinary information | Treasury share transactions

6 June 2016 Extraordinary information | Treasury shar&ransactions

3June 2016 Extraordinary information | Treasury share transactions

1June 2016 Other information gri?g;us:gr;;cr:rc:ntracts for the managemershare
31May 2016 Other information Composition of share capital of the PannErgy Plc.
31May 2016 Extraordinary information | Treasury share transactions

30May 2016 Extraordinary information | EGM- Proposals

30May 2016 Extraordinary information | EGM- Proposals

30May 2016 Extraordinary information | EGM- Proposals

30May 2016 Extraordinary information | EGM- Proposals

30May 2016 Extraordinary information | EGM¢ Invitation and agenda

27 May 2016 Extraordinary information | PannErgy is selling its stakePannTerm Ltd
25May 2016 Extraordinary information E”;(dgg ogeér Eorl\tlfl]ereij]r'lla‘rzjcg géo(gtge b?n(lg Igaén SL\(]J:] ,
18May 2016 Extraordinary information | Q1 interim management report

18May 2016 Extraordinary information | Treasury share transactions

13May 2016 Extraordinary information | Treasury shar&ansactions

12 May 2016 Extraordinary information | Treasury share transactions

11 May 2016 Extraordinary information | Treasury share transactions

9 May 2016 Extraordinary information | Treasury share transactions

Investor relation¥

+ I {f T$I-I}@36 1 3222383 fax: +36 1 322373 e-mail: info@pannergy.com

37



Haltyearly financial reporg H1 of 2016

PannErgyPlc
4 May 2016 Extraordinary information | Treasury share transactions
3 May 2016 Extraordinary information | Treasury share transactions
1 May 2016 Other information Composition of share capital
29 April 2016 Extraordinary information Sharehpldlng of the ne:‘WIy elected members of the
SupervisonBoard of Directors
28 April 2016 | Extraordinary information | Changes in the volume of treasury shares
28 April 2016 Extraordinary information | CG declaration
28 April 2016 | Extraordinary information | AGM Resolutions
25 April 2016 Extraordinary information | AGM Invitation
15 April 2016 Extraordinary information | AGM Invitation
| ] 1 | |
5 April 2016 Other information atw/l . wLbD{ 1.hji¢ t1bb

HEAT SELLING VOLUME SO FAR

31 March 2016

Extraordinary information

Composition of share capital

24 March2016

Extraordinary information

AGM Proposals

24 March 2016

Other information

PANNERGY GROUP INVOLVED IN TREE REPLAC
2hwY{ Lb D, pw

21 March 2016

Extraordinary information

PANNERGY IS SELLING ITS OWNERSHIP SHARE
ENERGY LTD.

11 March 2016

Extraordinary information

PRELIMINARY INFORMATION CONCERNING BU¢
OPERATIONS IN 2015

10 March 2016

Extraordinary information

Management remuneration statement

10 March 2016

Extraordinary information

AGM Invitation

1 March 2016

Other information

Composition of share capital

25 February 2016

Other information

IMPACTS AND MANAGEMENT OF ENERGY MARI|
PRICES IN 2016

19 February 2016

Other information

OUTSTANDING DAILY HEAT SALES ON 16 FEBR
2016

12 February 2016

Other information

INITIALRESULT® 5 9 -
GEOTHERMAL SYSTEM

tOwL9b/ 9{ |

1 February 2016

Other information

Composition of share capital

29 April 2016

Extraordinary information

Shareholding of the newly elected members of the

Supervisory Board of Directors

Budapest2 September2016

Investor relation¥

PannErgy Plc.
Supervisory Board of Directors
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[l. Declarations

This report discloses PannErgy Group's consolidai@ataudited figures stated in line
with the requirements of the International Financial Report Standards (IFRS).

In accordance with the relevant statutory requirements, it is hereby declared that based
on the applicable accounting rules this report has been madeh# best of our
knowledge, and does not contain such errors that would lead to any untrue or unrealistic
view of the property, financial and income standing, assets, liabilities, outlook, as well
as profits and losses of the Company as of 30 June 2016.

This report provides a reliable view of PannErgy Group's current situation, development

and performance, and discloses the main risks and uncertainties that affect the
remaining period of the financial year.

Budapest2 September2016

PannErgyPlc.
Supervisory Board of Directors
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