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PGNiG has signed preliminary SPA to acquire 99.8% stake 
in Vattenfall Heat Poland S.A.

The Management Board of Polskie Górnictwo Naftowe i Gazownictwo S.A. (PGNiG) hereby
informs that on 23 August 2011 the board has signed the preliminary share purchase
agreement to acquire 24,591,544 shares of Vattenfall Heat Poland S.A. (VHP, Company) from
Vattenfall AB (Agreement) The purchase shares account for over 99 8% of VHP’s shareVattenfall AB (Agreement). The purchase shares account for over 99.8% of VHP s share
capital.
Major terms of the Agreement signed by PGNiG include inter alia:

the purchase price accounting for over 99 8% of the Company’s share capital amountsthe purchase price accounting for over 99.8% of the Company s share capital amounts
to PLN 2.96bn on the signing date, which corresponds to the enterprise value
of PLN 3.5bn. The purchase price will be increased by the interest accruing until the
completion date to reflect the time value of money. The final purchase price will depend

th d t f th T ti l i hi h ill h th i d t f thon the date of the Transaction closing which will happen once the required consent of the
President of the Antimonopoly Office for the Transaction is obtained.
PGNiG is acquiring VHP through a special purpose vehicle PGNiG SPV 1 Sp. z o.o.
being a wholly owned subsidiary of PGNiG.being a wholly owned subsidiary of PGNiG.

Both parties anticipate the Transaction closing to occur in the fourth quarter of 2011.
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Vattenfall Heat Poland operates the largest portfolio 
of heat generation assets in Poland

VHP’s heat generation assets represent over 23% of the
total heat capacities installed in Polandtotal heat capacities installed in Poland.

VHP covers approx. 75% of the total heat demand in
Warsaw as well as 98% of the heat delivered to the
network of SPEC.

VHP’s heat price is one of the lowest in Poland making the
Warsaw heat market least interesting for any competitor
considering the development of new heat sources.

New heat tariffs benchmarking scheme create significant
upside for the Company’s profitability.

Most of the electricity generated in VHP is produced in
cogeneration modecogeneration mode.

VHP controls attractive locations with high potential to
develop new gas-fired units and, in the long term, allowing
for sizeable replacement of hard coal with gas in the fuel
mix.

VHP’s management and employees demonstrate proven
expertise in the power sector.
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Key information about Vattenfall Heat PolandKey information about Vattenfall Heat Poland

O ti d t (2010) Fi i l *Operating data (2010) Financials*

Installed heat power 4,762 MWt
Revenues (2010) 1,808 PLNm

Revenues (6M 2011) 958 PLNm

EBITDA / EBITDA i (2010) 431 PLNm / 23 8%Installed electric power 978 MWe

Heat sales 43.0 PJ

EBITDA / EBITDA margin (2010) 431 PLNm / 23.8%

EBITDA / EBITDA margin (6M 2011) 312 PLNm / 32.6%

Net income / Net income margin (2010) 278 PLNm / 15.4%

Net income / Net income margin (6M 2011) 209 PLNm / 21.8%

2010 Generation volumes split EBITDA / EBITDA margin

Electricity sales 3.8 TWh
g ( )

Fixed assets (30.6.2011) 2,028 PLNm
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VHP is the most competitive heat generator in Poland 
with significant upside from new tariff regulations

Thanks to the optimisation of the generation Heat tariffs by regions (PLN/GJ)
process and the scale of the operations, VHP is
the most competitive heat generator in Poland,
thus will benefit from the new benchmarking tariff
scheme to the highest extent.
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VHP’s average heat tariff in year 2010 was approx.
38% lower than corresponding benchmark
announced by the Energy Regulatory Office
(URE).
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Implementation of the new tariff scheme brought
VHP the increase in the average heat price of
around 5% in the end of June 2011.
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Please refer to the slide #9 for the high level
description of the benchmarking tariffs regime.
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Expected key steps in the TransactionExpected key steps in the Transaction

August September October November December

23 August 2011

Signing of the preliminary SPA

end August 2011

Filing of the motion with the Antimonopoly Office 
A N T I M O N O P O L Y  O F F I C E  P R O C E E D I N G  ( 2 / 3 M T H S )

December 2011

Transaction completionTransaction completion
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PGNiG: the new multiutilityPGNiG: the new multiutility

Exploration 
and Production Distribution Trade 

and Storage HEAT POLAND

O I L  A N D  G A S H E A T  &  P O W E R

Strategic expansion along the value chain of PGNiG’s core business by the
acquisition of the largest heat generator in Poland.acqu s t o o t e a gest eat ge e ato o a d

The Transaction creates the only significant Polish multiutility producing
natural gas, heat, electricity and crude oil.

The Transaction will contribute to the dynamic development of the natural gas
market in Poland thanks to the development of modern gas-fired units in
Warsaw.
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Why Vattenfall Heat Poland?Why Vattenfall Heat Poland?

Diversification of PGNiG’s VHP’s experienced 
core business by generation 

and sales of heat and 
electricity

management and 
employees will be 

PGNiG’s key asset to 
expand further into the 

power sector

Attractive locations to

In terms of business 
effectiveness VHP 

i f th l di

HEAT POLAND

Attractive locations to 
develop new large gas-fired 
units – the planned increase 
in gas uptake is estimated 

above 1 bcm p a

is one of the leading 
companies in the 

Polish power sector

above 1 bcm p.a.

The benchmarking tariff scheme brings 
significant EBITDA growth potentialsignificant EBITDA growth potential 

in upcoming years
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Benchmarking tariff schemeBenchmarking tariff scheme

Based on the ruling of the Minister of Economy, the new heat tariff scheme based on benchmarking 
mechanism came into force in 2011.

The benchmark (or the reference price) is calculated based on the country’s average heat prices for 
respective fuel type and is announced by Energy Regulatory Office on annual basis. Current 
b h k b d 2010 d t f h d l fi d it t t 34 52 PLN/GJ d 60 46 PLN/GJbenchmark based on 2010 data for hard coal fired units amounts to 34.52 PLN/GJ and 60.46 PLN/GJ 
for gas fired units.

Based on the ruling, all new generating units are eligible to receive the full benchmarking price since 
commissioning For existing units the tariff will gradually increase towards the benchmark pricecommissioning. For existing units, the tariff will gradually increase towards the benchmark price 
according to the convergence path defined by the new legislations.

Heat generators adopting new benchmarking tariffs regulations will remain highly independent from 
the fluctuations of fuel prices and CO2 allowances as any changes in cost base should also affect the p 2 y g
corresponding benchmark (however with 1 year lag). 

VHP being the generator with the lowest heat tariffs in the country has at the same time the biggest 
potential to increase the tariff while converging to the full benchmark price.

For more details please refer to: 
http://www.ure.gov.pl/portal/pl/492/3774/Rozporzadzenie_Ministra_Gospodarki_z_dnia_17_wrzesnia_2010_r_w_sprawie_szczegolo.html

9 Source: Vattenfall, Minister of Economy’s ruling dated 17 September 2010 on detailed principles of setting the tariffs and settlements of the heat supply



DisclaimerDisclaimer

All opinions, assessments and forecasts contained in this presentation (Presentation) are prepared by Polskie Górnictwo Naftowe i

Gazownictwo S A (PGNiG) on the basis of publicly available information and information from Vattenfall AB The information containedGazownictwo S.A. (PGNiG) on the basis of publicly available information and information from Vattenfall AB. The information contained

in the Presentation may be changed without prior notice, may be incomplete or shortened and may not contain all relevant information

regarding the proposed transaction. The information contained in this Presentation shall not constitute an investment offer, an

investment recommendation or an offer to provide any service. The Presentation includes also information and statements that are

related to the future and not past events. Any such forward looking statements are based on assumptions and expectations of

PGNiG, but due to their future and uncertain character they bear the risk that the actual future facts or events may differ significantly

from such forward looking statements included in the Presentation. The Presentation should not be relied upon when making any

decisions or taking any actions For more information concerning PGNiG please refer to its current and periodic reports PGNiG shalldecisions or taking any actions. For more information concerning PGNiG please refer to its current and periodic reports. PGNiG shall

not be liable for the accuracy, completeness or the use of the information provided in the Presentation and does not undertake to

update it. The information contained in this Presentation does not constitute legal advice or other professional advice.
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