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Financial highlights

PGNiG Group (PLN m) Q1 2010 Q1 2011 change
High-methane gas sales margin in 2010 and Q1 2011

PGNiG Group (PLN m) Q1 2010 Q1 2011 change

Sales revenue 6,633 7,045 6%

Operating expenses (5,406) (5,866) 9%

7%

2% 2%
2%

4%

6%

8%

EBITDA 1,593 1,569 (2%)

EBIT 1,227 1,179 (4%)

Result on financial activity 9 64 588%
-3%

0%

-4%

-2%

0%

2%

Q1 2010 Q2 2010 Q3 2010 Q4 2010 Q1 2011Net result 996 1,025 3%

Due to a relatively mild winter, the Q1 2011 sales 
volume declined by 2% year on year. The lower 
demand for gas, primarily from households, was 

Improved financial results of the PGNiG Group are 
attributable primarily to the strong performance of the 
Exploration and Production Segment, driven by high 

Q1 2010 Q2 2010 Q3 2010 Q4 2010 Q1 2011

g , p y ,
accompanied by stronger sales of gas to nitrogen 
plants, power plants and CHPs. 

A visible improvement of the result on financing 
activities is attributable to higher finance income driven 

p g , y g
crude oil prices on the global markets and stronger 
demand for the services offered by the segment.

On the other hand, the high crude prices had a 
negative effect on the margin on high-methane gas 

by a positive valuation of the USD-denominated 
Reserve Based Loan advanced to PGNiG Norway 
following a strong appreciation of the Norwegian 
krone against the American dollar.

sales, which in Q1 2011 barely reached the break-even 
point, compared with 7% in the previous year.
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Segments
In Q1 2011, the Exploration and Production segment 
earned PLN 133 million more in operating profit than inOperating result (PLN m) Q1 2010 Q1 2011 change earned PLN 133 million more in operating profit than in 
the corresponding period of the previous year, chiefly 
on a PLN 63 million rise of revenues from crude sales 
and a PLN 45 million rise of revenue from 
geophysical, geological and exploration services. 

p g ( ) Q Q g

Exploration and Production 241.5 374.8 55%

Trade and Storage 445.6 258.8 (42%)

Distribution 546.5 549.3 1%

The significant deterioration in the operating result of 
the Trade and Storage segment was caused by a 22% 
increase in costs of gas imports, which added PLN 
639m to the cost of gas sold. The higher cost of gas 
sold was only partially offset by an 8% rise in highSegments’ influence on the operating result in 

Eliminations, other (6.7) (3.9) 43%

TOTAL 1,226.9 1,178.9 (4%)

sold was only partially offset by an 8% rise in high-
methane gas tariff between the analysed periods.

In Q1 2011, a decline in the volume of distributed gas 
by 120 million cubic metres, or 3%, was balanced by 
an approximately 3% uplift in the distribution service

g p g
Q1 2011 (PLN m)
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1400

1600

an approximately 3% uplift in the distribution service 
tariff. Consequently, EBIT reported by the Distribution 
segment in Q1 2011 remained flat on Q1 2010.
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PLN/th 3USD/b

Financial performance drivers
Crude oil quoted prices* vs. tariff price USD/PLN exchange rate**

3,3

3,5 USD/PLN

Quarterly average USD/PLN exchange 
rate

1360

1560

75
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PLN/ths. m3USD/boe
Nine-month moving average of crude oil 
quotations (lhs)
PGNiG's tariff (rhs) 80.7

73.3
3 16

76.8 77.3
3.10

2,8

3,0

960

1160
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65
67.5

910
955 2.88

3.16

1015
2.92

983

2.88

2,576045

The imported gas purchase price is mainly denominated The price of imported gas is linked to the oil price. The 
f f in the dollar, similarly to the crude oil sale price.

Relative to Q1 2010, the average USD/PLN exchange 
rate remained unchanged at PLN 2.88. Compared with 
Q4 2010, the złoty appreciated on average by 1.4%. 

formula used to calculate the price of imported gas is 
based on a nine-month moving average price of oil 
derivative products, which has an almost 100% co-
relation with crude oil prices.
In Q1 2011 the nine-month average of petroleum Taking into account the average USD/PLN exchange 

rate in the analysed periods, in Q1 2011 the nine-month 
average price of petroleum products increased by 20% 
on Q1 2010.

In Q1 2011, the nine-month average of petroleum 
product prices reached nearly 81 USD/boe, up 19% on 
Q1 2010 and 4% higher against the last quarter of the 
previous year.

4
*   European Dated Brent Forties Oseberg (BFO), source: Bloomberg. 
**  Source: National Bank of Poland (NBP).



Financial indebtness
PGNiG Group’s debt (PLN m)

3 0002 500
Use of debt under the financing programmes as at 
M h 31 t 2011

2 028
2 199

1 410
-509

-90

-3 000

-2 000

-1 0001 500
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Debt
Net debt

March 31st 2011
Domestic bond issue programme

200 2800 913

832

826
0

1 000

2 0000

500

1 000

2008 2009 2010 Q1 2011Note issuance programme acquired by the distribution

200 2800

value of bonds issued available funds

PLN m

The amount of debt as at March 31st 2011 was down on 
the end of 2010, as the Company issued PLN 900m less 
bonds during the period, which was mainly possible 
th k t l b f i t b d i

2008 2009 2010 Q1 2011Note issuance programme acquired by the distribution 
companies

397 0PLN m
thanks to a larger number of intra-group bond issues.

PGNiG has commenced preparations for a five-year 
Eurobond issue programme of up to EUR 1.2bn. The 
issue date will depend on the Company's liquidity needs 
and the situation on the financial markets. Proceeds will 

value of bonds issued available funds

Reserved Based Loan (PGNiG Norway)
a d t e s tuat o o t e a c a a ets oceeds
be used to finance PGNiG's investment programme.

USD m 371 29

used funds available funds
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Market risk hedging policy
PGNiG SA is considerably exposed to the risk of 
fluctuations in the prices of commodities and to the

Result on foreign exchange differences and 
d i ti i t t (PLN )fluctuations in the prices of commodities, and to the 

foreign exchange and interest rates risks. The Company 
enters into the following derivatives transactions to 
hedge its currency risk:

– purchase of a European call option,

derivative instruments (PLN m) 

88 247150
200
250
300

163

-28

259

– zero-cost collar option strategies (risk reversal),

– cross-currency basis swaps. 

Since May 2010, PGNiG has also entered into 

-33

75

-47 -57
12

88

-74

29

247

-100
-50

0
50

100 -33 -121 -28

transactions designed to hedge the prices at which it 
purchases natural gas and qualifying for hedge 
accounting. To hedge the risk, PGNiG executes 
transactions that hedge the primary drivers used to 
determine the prices of imported gas: 

-150

Q1 
2010

Q2 
2010

Q3
2010

Q4 
2010

Q1 
2011

recognised in profit or loss recognised in capital reserves

In Q1 2011, PGNiG Group recorded a positive result on 
derivative transactions (both realised and unrealised) 
and exchange differences of PLN 259m, of which PLN 
256m was the net gain on derivative transactions related 
to operating activities (mainly gas purchases) To

– purchase of Asian commodity call options,

– risk reversal zero-cost collar option strategies 
(Asian options),

– commodity swaps to operating activities (mainly gas purchases). To 
compare, in Q1 2010 the Group reported a net loss of 
PLN -33m on hedging transactions.

commodity swaps.
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Natural gas

PGNiG Group* Q1 
2010

Q1 
2011 change

An 85 million cubic metres decline in the volume of natural 
gas sold followed from weaker demand from householdsPGNiG Group 2010 2011 change

Production volume (million m3) 1,138 1,130 (1%)

Import volume (million m3) 3,057 3,130 2%

Sales volume (million m3) 4,890 4,805 (2%)

gas sold, followed from weaker demand from households, 
due to higher air temperatures (especially in January). 
However, the Group observed an increased demand from 
industrial customers, primarily nitrogen plants (sales to this 
group recorded a 6% year-on-year growth).

Gas sales revenue (PLN m) 6,120 6,416 5%

High-methane gas (E) 5,744 6,014 5%

Nitrogen-rich gas (Ls, Lw) 376 402 7%

The higher natural gas sales revenue recorded in Q1 2011, 
despite lower sales volumes, is primarily attributable to 
higher tariffs for high-methane gas (up by 8%) and 
nitrogen-rich gas (depending on its type on average up by 
11-12%).
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16
Sales volume

P d ti l

Natural gas sales and production volume (bn m3)Customers’ share in gas sales volume (bn m3)
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1,6 Q1 2011

1,1 1,1

0
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0,44 ,

0,0
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Households Nitrogen 
plants

Power plants 
and heat plants

Other 
industrial 
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Trade, 
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processing industry

7 * Measured as high-methane gas equivalent (E).
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Crude oil

PGNiG Group* Q1 
2010

Q1 
2011 change In Q1 2011, the volume of crude production was similar PGNiG Group 2010 2011 change

Production volume (ths. t) 136.8 133.4 (3%)

Sales volume (ths. t) 134.9 129.2 (4%)

as in the corresponding period of 2010. The key 
difference was the price of crude oil, which rose by 
approximately 37% in the first three months of 2011 vs. 
to Q1 2010. This strong growth of crude prices led to a 
significant increase in revenues from crude sales. 

Sales revenue (PLN m) 208.1 271.5 30%

Oil unit price (PLN/t) 1,542 2,102 36%

Average price of Brent Dated oil for 
the period (USD/bbl) 77 105 37%

g

The annual maintenance stoppage at the Dębno oil 
production facility commenced in May, as in 2010. 
Therefore, the production of crude oil in Q2 2010 may 
go down compared to current production, yet the 
volume will be comparable year on year

498 506 500496 504 501
600

Sales volume

volume will be comparable year on year.

A comparison between Q1 2011 and Q4  2010, when 
crude oil production and sales volumes were, 
respectively, 135 thousand tonnes and 137 thousand 
tonnes, shows a stable situation in the area of crude oil 

Oil sales and production volume (ths. t)*

498 506 500496 504 501

300

400

500
Sales volume

Production volume

,
and condensate production, which proceeds as 
planned. 

In Q1 2011, similarly to Q1 2010, 56% of crude oil and 
condensate was sold to domestic customers, whereas 
th i i 44% t d

135 129137 133

0

100

200

2008 2009 2010 Q1 2010 Q1 2011

the remaining 44% was exported.

* For crude and condensate (together with tests from production).8



Other sales

Sales revenue PGNiG Group Q1 Q1 change
Revenues from geophysical, geological and 

l ti i (PLN )

361

279

443

377
408

300

400

500
Geophysical and geological 
services

Exploration services

(PLN m) 2010 2011 change

Helium 10.2 13.5 33%

Propane-butane gas (LPG) 13.6 15.6 14%

exploration services (PLN m)

226

64
10197 106

0

100

200

300
LNG 7.9 8.7 9%

Geophysical and geological 
services 63.8 100.5 57%

Exploration services 96.9 105.5 9%

2008 2009 2010 Q1 2010 Q1 2011

26 7 3024

million m3ths. tonnes
LPG (lhs)

In Q1 2011, the high year-on-year increase in revenue 
from sales of geophysical and geological services 
followed from a larger scale of operations carried out by 
Geofizyka Toruń for third party customers in Poland

LPG, LNG and helium production volumes

17,4

20,1 21,1

19,9 20,0

26,7
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Geofizyka Toruń for third-party customers in Poland.
Higher revenue from exploration services was 
attributable to the execution of a number of projects in 
Poland and abroad (the Czech Republic, Mozambique). 
In Q1 2011, the production volumes in other product 

6,0 5,97,7 7,6

2,2 2,6 3,3
0,8 0,9

0

5

10

0

4

8

2008 2009 2010 Q1 2010 Q1 2011

groups remained flat on the previous year. However, 
revenue from sales of these products improved 
considerably on the back of higher commodity prices on 
global markets.
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Operating expenses
Average cost of gas sold by quarter (PLN/m3)PGNiG Group (PLN m) Q1 2010 Q1 2011 change

Total operating expenses (5,406) (5,866) 9%

Cost of gas sold (3,516) (4,155) 18%

Other raw materials and consumables used (132) (157) 20%

Employee benefits (570) (598) 5%

1,0

1,2

Depreciation and amortisation (366) (390) 7%

OGP GAZ-SYSTEM transmission services (455) (415) (9%)

Cost of written-off dry wells (36) (86) 138%

Other contracted services (298) (318) 7%

0,6

0,8

The largest item of operating expenses was the cost of The decrease in other operating expenses net is 

Other contracted services (298) (318) 7%

Other operating expenses net (201) (13) (94%)

Cost of products and services for own needs 166 265 59%

0,4
Q1 

2009
Q2 

2009
Q3

2009
Q4 

2009
Q1 

2010
Q2 

2010
Q3

2010
Q4 

2010
Q1 

2011

gas sold. In Q1 2011, it amounted to nearly PLN 
4.2bn, i.e. up by PLN 639m year on year.

Employee benefits rose by PLN 28m year on year, a 
major portion of which represented salaries and wages 
(PLN 24m) The increase in salaries and wages at the

connected with repayment of receivables resulting in 
release of impairment losses on trade receivables (PLN 
122m year-on-year change) and a better total result on 
derivatives and foreign exchange. 
Higher cost of products and services for own needs(PLN 24m). The increase in salaries and wages at the 

service companies in the Exploration and Production 
segment resulted from the larger scale of operations. 
Furthermore, same as in Q4 2010, the growth was 
attributable to the consolidation of new PGNiG 

b idi i

Higher cost of products and services for own needs 
follows from the larger scope of exploration work 
conducted by the Group service companies for PGNiG 
SA, which increased the value of tangible assets under 
construction in the period under review.

10
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Summary
COMPARABLE PERFORMANCE
I Q1 2011 th PGNiG G ' lt i il t th lt t d f 2010 D it PLN 639In Q1 2011, the PGNiG Group's results were similar to the results reported for 2010.  Despite a PLN 639m 
increase in the cost of gas sold, only partially offset by the higher tariff, the Group improved its 
performance thanks to a substantial profit on non-regulated activities.

CONTINUOUSLY HIGH CRUDE OIL PRICESCONTINUOUSLY HIGH CRUDE OIL PRICES
Since the end of January crude prices have stayed above 100 USD/boe and are currently close to 110-120 
USD/boe. In Q1 2011, the nine-month moving average price of oil products was 81 USD/bbl and reached 
89 USD/bbl (up 11%) in Q2 2011, thus causing a considerable increase in the cost of gas sold.  
Therefore the Company filed an application with the Energy Regulatory Office requesting an increase ofTherefore, the Company filed an application with the Energy Regulatory Office requesting an increase of 
the gas tariff. The current tariff adversely affects the profitability of high-methane gas sales.

STRONG PERFORMANCE OF THE EXPLORATION AND PRODUCTION SEGMENT
Satisfactory result of the segment followed from increased demand for geological, geophysical and y g g g , g p y
exploration services offered by the Group's service companies. This higher demand is connected with 
significant interest in such services coming from third-party companies. Additionally, soaring prices of 
crude oil on global markets improved the profitability of crude sales. In the period under review, revenue 
from sales of crude oil rose by PLN 63m year on year, without any significant changes in production cost. 
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Thank you for your attention 
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