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INTERNATIONAL
ACTIVITIES

GAZ-SYSTEM S.A. IS AN ACTIVE MEMBER OF THE
EUROPEAN FORUM WHERE THE DISCUSSION ON THE
FUTURE SHAPE OF THE GAS MARKET IS TAKING PLACE

GAIZ-SYSTEM S.A. is involved in the work of international industry or-
ganisations, including: GIE — Gas Infrastructure Europe (including
GTE - Gas Transmission Europe), EASEE-GAS — European Association
for the Streamlining of Energy Exchange, GERG - European Gas Re-
search Group and BALTIC GAS.

Through its representatives in the EU organisations, GAZ-SYSTEM S.A.
is an active member of the European forum where the discussion
on the future shape of the gas market is taking place.

Through the participation of its representatives in the workshops
and plenary sessions of the above organisations, the company
gains access to up-to-date information on the plans for the devel-
opment of the gas industry prepared at the European Union level
and can analyse the impact of the Community legislation on the
Polish gas market.

GAZ-SYSTEM S.A. signed a fripartite agreement with Energinet.dk,
the Danish operator of electricity and gas transmission systems, and
PGNIG concerning cooperation on a gas pipeline connection be-
tween Poland and Denmark. For GAZ-SYSTEM S.A. as the operator
of the gas transmission system, the location of a gas supply source
in the north of Poland will mean the opportunity to cater to gas
transportation needs of new consumers in the region. These devel-
opments will significantly contribute to efficiency improvements in
the natural gas transmission system in Poland.

In May 2008, GAZ-SYSTEM S.A. opened up its permanent repre-
sentative office in Brussels, which will ensure effective promotion of
the company'’s interests at the forum of EU institutions, as well as
ongoing monitoring of gas-related developments in the European
Union and legislative processes that affect the future of the energy
sector.
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FINANCIAL INFORMATION

THE ASPIRATION OF GAZ-SYSTEM S.A. IS TO
CONTINUOUSLY IMPROVE THE QUALITY OF ITS SERVICES
TAKING INTO ACCOUNT CUSTOMER EXPECTATIONS.
BEARING THEM IN MIND, THE COMPANY ALWAYS
STRIVES TO OPTIMISE ITS OPERATING COSTS

The company was involved in the drafting of a new tariff regulation
conceming detailed principles of tariff design and calculation
and settlements in gas trade (Dz.U. No. 28, item 165). The most
significant change in the new regulation for GAZ-SYSTEM S.A. as the
fransmission system operator, concerned resolution of the question
of viable retun on capital employed, based on which tariffs are
calculated.

So far, the rate of return on capital employed was set by the Presi-
dent of Energy Regulatory Office. Currently, the rate of return is to
be calculated in accordance with a formula based on weighted
average cost of capital (WACC) applied to the net value of fixed
and current assets of the company.

The above approach fo the calculation of return on capital is in
line with the European and global regulatory practice and leads
to reduced regulatory risk while decreasing the cost of external
funding and improving the accuracy of financial projections for
long-term investment processes. The application of a new method
of compensating for the capital employed, which is based on the
economic theory means a lower regulatory risk for the industry and
more accurate financial forecasting.

Other important changes introduced with the new regulation in-
clude:

introduction of the network charges calculated by the party
providing a comprehensive service (sale and transportation of
natural gas),

new method of calculating the capacity overrun charges,
simplified penalty regime for business entities involved in illegal
gas consumption, based on notional volumes.
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The Tariff for Gas Transmission Services No. 2 has been designed in
compliance with the provisions of the Energy Law of 10 April 1997
and the Regulation of the Minister of Economy concerning detailed
principles of setting and calculating tariffs and the principles of set-
tlement in gas trade.
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KEY FINANCIAL RATIOS
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INVESTMENT PROJECTS

INVESTMENT, MODERNISATION AND MAINTENANCE
PROJECTS UNDERTAKEN BY GAZ-SYSTEM S.A. ENSURE
SAFE OPERATION OF THE TRANSMISSION SYSTEM

Guided by the concern to ensure proper performance of the trans-
mission system and in line with the assumptions of the Investment
Plan of GAZ-SYSTEM S.A., in the course of the last financial year the
company completed a number of investment, modernisation and
maintenance projects on both own and leased assets. The amount
spent on the above activities totalled PLN 280 million.

By 2013/2014 GAZ-SYSTEM S.A. plans to built over 600 kilometres of
gas pipelines in north-western Poland. The investment value is es-
timated at over PLN 2 billion. The plans include new pipeline sec-
tions along the following routes: $winoujscie-Szczecin, Szczecin-
Lwéwek, Szczecin-Gdansk, and the construction of a gas com-
pressor station in Golenidéw. The expansion of the gas fransportation
system was included in the governmental Operational Programme
Infrastructure and Environment, Action 10.1 — Energy Security, in-
cluding the diversification of energy sources.

The construction of gas pipelines in this region of the country is
aimed at increasing the fransported volumes of gas and enabling
the supply of this eco friendly fuel fo the areas where the gas net-
work has not been developed so far. With the development of
natural gas network the investment attractiveness of north-western
Poland will be enhanced. Furthermore, the construction of a gas
pipeline system in the north-west of Poland will enable off-take and
transportation of gas from the NG terminal and the Baltic Pipe,
which will strengthen the national energy security.
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INVESTMENTS PLANNED
IN'NORTH-WEST OF POLAND

GAS PIPELINE
WLOCLAWEK-GDYNIA

GAS PIPELINE
SICZECIN-GDANSK

GAS COMPRESSOR
STATION IN GOLENIOW

GAS PIPELINE

SICZECIN-LWOWEK
GAS PIPELINE GAS PIPELINE
SWINOUJSCIE-SZCZECIN GUSTORZYN-ODOLANOW
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CHALLENGES

THE ACTIVITIES OF GAZ-SYSTEM S.A. WILL FOCUS
PRIMARILY ON THE EXECUTION OF STRATEGIC
INVESTMENTS TO IMPROVE THE ENERGY SECURITY
OF THE COUNTRY

GAIZ-SYSTEM S.A. is preparing the national fransmission system to re-
ceive gas from new supply sources — the LNG terminal and a direct
gas pipeline landing on the Polish coast. The projects being current-
ly underway will involve further development and modernisation of
the system to secure increased gas fransmission capacity.

On 26 September 2007, the Supervisory Board expressed its posi-
tive opinion on the Outline Strategy for GAZ-SYSTEM S.A. The im-
plementation of the programmes defined in the Strategy will lead
to operational efficiency improvement, and ultimately will enable
the achievement of the strategic goals, strengthen the position of
GAIZ-SYSTEM S.A. on the European gas market and enhance the
energy security.

The operating strategy of GAZ-SYSTEM S.A. is based on six functional
operating programmes:

OPTIMA: optimisation of the asset structure,
GIGA: performance efficiency improvement,
|T START: implementation of IT systems to streamline the man-

agement and functioning of the company,

|MPACT: maintaining the dominant position of GAZ-SYSTEMS.A.
in the transmission services market,

PROJECT: preparation and implementation of strategic invest-
ment projects,

Emorions: development of one of the key assets of the com-
pany - its Employees.

GAIZ-SYSTEM S.A. is engaged in the continuous development of the
natural gas market in Poland. This is achieved through its active
presence in the European gas industry forum, effective coopera-
tion with other EU operators, implementation of modern technol-
ogy solutions and anticipation of growing customer expectations.

system




Published by:
Gas Transmission Operator GAZ-SYSTEM S.A.
ul. Bohomolca 21
01-613 Warszawa
phone +48 22 560 18 00, fax +48 22 560 16 06
e-mail: pr@gaz-system.pl

Photographs by: Ryszard Nater (cover page, 4, é, 16, 22, 26),
Jacek Szewczyk (8, 10), Andrzej Tyszko (18, 25),
archives of GAZ-SYSTEM S.A.

Sent to print on é October 2008

A BRIDGE TO YOUR SUCCESS  ——— QU



C (] e [— i e

system

A BRIDGE TO YOUR SUCCESS





