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Financial Highlights

PGNiG Group (PLNm) Q3 2007 Q3 2008 change

Sales revenue 3,135 3,654 17%

EBIT 385 193 (50%)

EBITDA 760 529 (30%)

Net profit 302 180 (40%)

Net margin 10% 5% (5 pps)
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The 17% growth in sales revenue was mainly 
driven by higher revenue from sales of natural 
gas, which in Q3 2008 grew by 20% relative to 
Q3 2007.

The increase in sales revenue reported in Q3 
2008 was also attributable to higher revenues 
from geophysical and geological services and 
exploration services, which rose by 25% and 
40%, respectively.

The significant deterioration in operating profit 
was primarily due to higher cost of gas imports, 
which grew by over PLN 700m, and the fixed 
tariff prices at which PGNiG sells gas to its 
customers. 

The weaker performance is an effect of lower 
natural gas and crude oil production volumes.

The results of analysed quarter are similar to 
market consensus – sales revenue is by 1% 
higher than expected and net result is 12% 
lower.
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Performance Review 

The 40% year-on-year fall in net profit reported in Q3 
2008 was driven by weaker operating and financing 
performance.
As of Q3 2008, PGNiG recognises the gain on valuation 
of hedging transactions as other net operating income, 
rather than financing profit. If there was no change in the 
presentation of financial cost, the profit on financing 
activities in Q3 2008 would be by PLN 29m higher and 
would reach PLN 64m;
In Q3 2008, equity value of EuRoPol Gas, a subsidiary 
undertaking, did not have any material effect on the 
PGNiG Group’s financial performance.
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The 32% year-on-year drop in operating profit of the 
Exploration and Production segment was caused by lower 
natural gas and crude oil production volumes and higher 
costs associated with dry wells.
Operating loss reported in the Trade and Storage segment 
was caused mainly by growing natural gas prices and fixed 
tariff’s failure to reflect the changing market conditions. 
The significant improvement in EBIT reported in the 
Distribution segment had its source in a higher margin on the 
distribution services following from introduction of the new 
tariffs on April 25th 2008. The improvement was also 
achieved as a result of transferring some costs to the Trade 
and Storage segment as of Q2 2008. 

Structure of PGNiG Group’s

 

profit
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Financial Performance Drivers

The purchase price of gas imports is denominated 
mainly in US dollars, as is the selling price of crude.
In Q3 2008, there was a reversal of the trend of 
strengthening of the Polish złoty, which had been 
observed for over a year. In Q3 2008, the USD/PLN 
exchange rate grew by 11%, which had a negative 
effect on the cost of gas imports.

Over the last year, the USD/PLN exchange rate fell by 
14%. 
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The market price of crude oil determines the purchase 
price of imported gas.  
The formula used to calculate the price of imported 
gas is based on the nine-month average quoted price 
of oil derivative products, which is almost entirely 
correlated with crude oil prices. 
In Q3 2008, the average price per barrel of crude oil 
was USD 115, compared with USD 75 a year earlier.

Crude oil quoted

 

prices** vs. tariff price

* Source: NBP (National Bank of Poland).
** European Dated Brent Forties Oseberg

 

(BFO),

 

source: Bloomberg.

USD/PLN exchange

 

rate*
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Natural Gas

PGNiG Group, IFRS Q3 
2007

Q3 
2008 change

Production volume* (m m3) 967 887 (8%)

Sales volume** (m m3) 2,451 2,518 3%

Gas

 

sales

 

revenue 2,633 3,157 20%

High-methane

 

gas

 

(E) 2,416 2,931 21%

Nitrogen-rich

 

gas

 

(Ls, Lw) 217 227 4%
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The main reason behind the 8% decrease in the natural gas 
production volume in Q3 2008 was the suspension of 
deliveries to one of the customers caused by technical 
problems of our partner and a longer production stoppage of 
the Dębno mine compared with the previous year. 
The 3% increase in the gas sales volume was primarily the 
effect of higher gas sales to nitrogen plants and retail 
customers. 
A significant increase in gas sales revenue followed from the 
introduction in April 2008 of new tariff prices for gaseous fuel, 
which are on average 14% higher, and a larger volume of gas 
sales.

Gas

 

sales

 

and production

 

volumes

 

(bn m3)** Customers’

 

percentage share in the gas sales 
volume in Q3 2007 and Q3 2008

* Data includes the production of the

 

PGNiG Branch in Odolanów.
** Measured as high-methane gas equivalent (E).
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Crude Oil

PGNiG Group, IFRS* Q3 
2007

Q3 
2008 change

Production volume (ths

 

tonnes) 142 106 (25%)

Sales volume (ths

 

tonnes) 139 103 (26%)

Sale revenue (PLNm) 207 183 (11%)

Crude

 

oil

 

price

 

(PLN/tonne) 1,484 1,782 20%

Medium-term prices

 

of Dated

 

Brent

 
oil

 

(USD/bbl) 75 115 54%

Crude oil is sold on market terms as part of PGNiG’s  
Exploration and Production segment.

The 25% drop in the crude oil output reported in Q3 
2008 was caused by lower volumes of natural gas 
produced, which, in turn, resulted from a prolonged 
stoppage at the Dębno mine and technical difficulties 
experienced by one of the business partner. If not for 
these factors, the volume of crude oil produced in Q3 
2008 would have been close to the levels recorded 
in Q3 2007.

The crude production volume fell 5% relative to Q2 
2008.

The year-on-year surge in the price of crude oil 
(PLN/tonne) was fuelled by much higher prices of 
crude oil on global markets and the appreciation of 
the US dollar against the złoty.
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Other Sales

Sales revenue 
PGNiG Group (PLNm)

Q3 
2007

Q3 
2008 change

Helium 7.8 6.3 (19%)

Propane-butane gas (LPG) 10.3 8.2 (20%)

LNG 4.4 4.3 (2%)

Geophysical and geological 
services 68.8 86.3 25%

Exploration services 81.4 113.7 40%

Materials and goods for resale 15.9 5.4 (66%)
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Exploration services

Geophysical and geological services

The drop in natural gas output resulted in lower 
production volumes and lower revenues from sales of 
other products (i.e. helium, LPG, LNG).
Revenues from exploration services rose in Q3 2008 
due to execution of current projects as well as the 
projects carried over from previous periods.
In addition, foreign contracts executed by companies 
providing exploration and geophysical/geological 
services are denominated in the US dollar, hence the 
revenues were driven up by the appreciation of the US 
currency in Q3 2008.

Revenues from exploration and geophysical and 
geological services (PLNm)

Production volume of other products
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Operating Expenses

PGNiG Group, IFRS (PLNm) Q3 2007 Q3 2008 change

Total operating expenses 2,749 3,461 26%

Acquisition cost of gas sold 1,255 1,975 57%

Other raw materials and consumables used 148 153 4%

Employee benefits 414 496 20%

Depreciation and amortisation 375 336 (10%)

OGP GAZ-SYSTEM transmission services 306 298 (2%)

Other contracted services 257 353 38%

Other operating expenses, net 173 31 (82%)

Cost of products and services for own 
needs (179) (183) 2%

The year-on-year increase in operating expenses (by 26%) is 
mainly attributable to a 57% (PLN 720m) rise 
in cost of gas imports, which increased on the back of the 
high crude prices in past quarters (the prices of gas are 
closely correlated with crude prices).
The reported increase in employee benefits expense reflects 
the accumulation of amounts payable on account of salary 
increases in Q4 2007 and Q3 2008 at the PGNiG Group. 
However after first nine months of 2008 expenses on 
employee benefits increased by 10% when compared to the 
same period a year ago.

Structure of operating expenses

Q3 2007 Q3 2008

Acquisition cost of gas sold

Other operating expenses

The amount of other contracted services advanced by 38% 
due to costs of switching customers to methane-rich gas 
incurred in Q3 2008, and to higher costs related to a larger 
number of dry wells.
The decline in other net operating expenses by over 80% was 
caused by higher gains on valuation of hedging transactions 
(up by PLN 113m), which rose on the back of the US dollar 
appreciation.

45.7%
54.3% 57.1%

42.9%
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Summary

The operating result posted in Q3 2008 is lower year on year as a result of high oil prices which 
continued to rise until September 2008. The rise of crude prices translated into an over PLN 700m 
surge in cost of gas imports.

Other factors which contributed to the performance included a prolonged technical downtime at the 
Dębno mine and technical difficulties experienced by one of the customers, as a result of which the 
output of natural gas, crude oil and other products declined.

An improved result posted by the Distribution segment - from PLN -159m in Q3 2007 to PLN -5m in 
Q3 2008 - is primarily related to the introduction of new tariffs on April 25th 2008, applied by six 
distribution companies, and also a result of transferring, as of Q2 2008, selected cost items (PLN 
30m) from the Distribution segment to the Trade and Storage segment.

Also please note the significant rise of revenues from exploration and geophysical/geological 
services, which advanced in Q3 2008 by 40% and 25% year on year, respectively.



Thank you.
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