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The following abbreviations
and acronyms are used in this Report:

® PGNiG — the parent company of the e GAZ-SYSTEM - Operator Gazociagéw

PGNiG Group, i.e. Polskie Gérnictwo Przesytowych GAZ-SYSTEM SA
Naftowe i Gazownictwo SA
(Polish Oil and Gas Company) e EuRoPol GAZ - System Gazociagéw

Tranzytowych EuRoPol GAZ SA
e PGNiG Group — the PGNiG group
of companies e URE - Polish Energy Regulatory
Authority
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Key Figures

Key Figures

The PGNiG Group is the leader of
the Polish natural gas market.
Companies of the PGNiG Group
employ approx. 31 thousand staff.
Outside of Poland, where the
PGNiG Group is one of the largest
employers, we operate in various
countries on many continents: in
Belgium, Denmark, Egypt, Norway,
Pakistan, Russia, Libya, Belarus,
Ukraine and Hungary.

Crude oil production

Natural gas production

4.272 bn m?

Our core business consists in the
production and sale of natural gas

and crude oil. Both domestically and
abroad, we are engaged in geophysical
and geological research, exploration
for and production of hydrocarbons,
as well as preparation of products

for sale. The Group sells natural gas
produced in Poland as well as imported
gas. To secure stable and continuous
supplies of natural gas, the PGNiG
Group stores gas in eight modern
underground gas storage facilities.
Gas is supplied to our customers
through thousands of kilometres of
pipelines, owned and operated by six
regional gas distribution companies.

507 ths tonnes

6 PGNiG

Sales of natural gas

14.42 bn m?

PGNiG has been listed on the
Warsaw Stock Exchange since
September 2005. The PGNiG Group
has enjoyed growing confidence
of the capital market and has
been assigned excellent credit
ratings. Our stature is confirmed
by the fact that PGNiG shares
are included in WIG20, the blue-
chip index of the Warsaw Stock
Exchange.

Imports of natural gas

10.07 bn m°

Since October 2009, the shares
have also been included in the
Respect social responsibility
index. In April 2011, PGNiG ranked
second in the “500 List” of the
Rzeczpospolita daily, featuring
the largest Polish companies in
2010.

Length of the distribution network

117 ths kilometres
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Key Events

Key Even

January

Following the completion of the APA 2009 licensing
round, PGNiG Norway was awarded a 15-percent
interest in the PL558 exploration and production
licence on the Norwegian Continental Shelf by the
Norwegian Ministry of Hydrocarbons and Energy.
Direct operatorship of the licence was awarded to
E.ON Ruhrgas Norge AS (30-percent interest). The
licence area is located in the immediate vicinity

of the Skarv field and is adjacent to the PL350
license, in which PGNiG Norway holds a 30-percent
interest.

A trilateral Memorandum of Understanding
between PGNiG, OAO Gazprom Export, and SGT
EuRoPol GAZ SA was signed in Moscow. The Memo-
randum provided for an extension of the Yamal
Contract for the supplies of natural gas from Russia
to Poland until December 315 2037, as well as for
an option to increase the volumes supplied under
the Contract to a maximum level of 10.2 billion
cubic meters. Furthermore, PGNiG and Gazprom
Export agreed to introduce relevant amendments
to the Contract. Additionally, the Memorandum of
Understanding provided for extending the contract
for the transit of natural gas through the Polish
section of the Yamal pipeline owned by EuRoPol
GAZ until 2045, with the other terms and condi-
tions remaining unchanged.

February

The Norwegian Ministry of Hydrocarbons and
Energy awarded PGNiG Norway the status of an
operator on the Norwegian Continental Shelf. The
decision of the Norwegian Ministry will enable
PGNiG Norway to take on the leading role in proj-
ects involving exploration for and development of
offshore oil and gas deposits. The status of an op-
erator confirms that the PGNiG Group's experience
and resources meet the highest global standards of
the petroleum industry.

March

PGNiG executed a regasification services contract
with Polskie LNG SA of Swinoujscie. Under the
contract, Polskie LNG will provide PGNiG with

LNG regasification services at the LNG terminal in
Swinoujécie for a period of 20 years, starting from
July 1t 2014. The contract provides for at least

ten calls of LNG tankers at the terminal annually,
unloading and receiving of the LNG through the
terminal, regasification of the LNG, injection of the
regasified LNG into the transmission system and
loading of the gas into tanker trucks. The value of
the agreement throughout its term is estimated at
approx. PLN 13bn.
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April

On April 30, Mr Mirostaw Dobrut resigned from
the position of Vice-President of the Management
Board of PGNiG for Gas and Trade. The reason for
Mirostaw Dobrut'’s resignation was his appoint-
ment as President of the Management Board of
SGT EUROPOL GAZ SA.

May

PGNiG SA, PGNiG Energia SA, TAURON Polska
Energia SA and Elektrownia Stalowa Wola SA
signed a project execution agreement concern-

ing “Construction of a CCGT Unit in Stalowa Wola".
The agreement defines the rules of preparing and
executing the investment process involving the
construction of an approx. 400 MW CCGT Unit in
Stalowa Wola. Depending on the load of the CCGT
Unit, the annual requirement for gas fuel will
amount to approximately 0.5 — 0.6 billion cubic me-
tres of natural gas. The gas fuel will be supplied by
PGNiG. The project is to be executed till 2014. The
upper limit of the agreement’s value was set by the
parties at PLN 1.95bn (VAT exclusive).

Mr Marek Karabuta, member of PGNiG's Superviso-
ry Board, was delegated by the Supervisory Board
to temporarily stand in as member of PGNiG's
Management Board — Vice-President for Gas and
Trade — in the period from June 1% to August 31+
2010.

The President of the Energy Regulatory Office
approved a new tariff for the supplies of gas fuels,
which remained in force from June 15 to November
30 2010. In accordance with the new tariff, the
prices of high-methane gas went up by an average
of 4.8%. The average increase in the price of high-
methane gas was due to higher costs of purchase
of imported gas and higher costs connected with
the obligation to set up and maintain stocks of nat-
ural gas. Taking into account a change in network
rates, the average amount of total charges related
to the supplies of high-methane gas to customers
rose by 3.3%.

June

PGNiG Norway and its licence partners made the
Snadd North discovery within the area covered
by the PL212 licence, near the Skarv oil and gas
field. According to initial estimates, the recover-
able reserves of the Snadd North field may range
between 9 and 16 billion cubic meters of natural
gas (between 57 and 100 MMboe). PGNiG Norway
holds a 11.9-percent interest in the newly discov-
ered gas field.

PGNiG signed an agreement with six banks con-
cerning a note issue programme for up to PLN 3 bn.
Under the programme, effective until July 315t 2013,
PGNiG will be able to issue discount and coupon
notes with maturities ranging from one month to
one year. The issue is underwritten by the banks.
Proceeds from the first issue were used to repay

a multi-currency loan which matured on July 27t
2010, while proceeds from subsequent issues will
be used for general liquidity purposes.

PGNiG and Grupa LOTOS SA entered into a
comprehensive fuel supplies agreement for an
indefinite term starting from December 16t 2011
(upon a reasonable request of Grupa LOTOS SA,

the gas supplies start date may be postponed by
six months). The annual supplies of natural gas

will amount to 403 million cubic meters in 2012,
while the target annual volume is 447 million cubic
meters. The estimated value of the agreement over
five years amounts to approx. PLN 2.208 bn.

PGNiG Norway purchased a 10-percent interest in
the PL326 licence on the Norwegian Continental
Shelf under an agreement with Statoil Petroleum
A/S. The licence is operated by Norske Shell A/S
(50-percent interest). The licence, under which the
Gro natural gas field was discovered, comprises
four blocks with a total area of 1,671 square
kilometres. The presence of gas accumulation was
confirmed by well 6603/12-1 in 2009. The recover-
able reserves of natural gas have been described
as significant.

July

On July 19t 2010, PGNiG was notified that

Mr Marek Karabuta resigned from membership
of the Supervisory Board of PGNiG. On the same
day, the Supervisory Board appointed Mr Marek
Karabuta to the Management Board, as
Vice-President of the Management Board.

PGNiG entered into a comprehensive agreement
with KGHM Polska MiedZ SA. The agreement
provides for the sale of natural gas to be used as a
power generation fuel in two combined cycle gas
turbine (CCGT) units with the capacity of 45 MWe
each, delivered to the Glogéw and Polkowice col-
lection points. The target annual amount of gas to
be delivered is 266 million cubic metres. The agree-
ment is effective from its date until June 30t 2033,
and contains a provision whereunder the start of
gas supplies may be set at a date between July 1+
and December 31 2012. The value of the agree-
ment is estimated at approx. PLN 4.0bn.

August

The Supervisory Board of PGNiG received a res-
ignation (for personal reasons) by Mr Waldemar
Wojcik from the position of Vice-President of the
Management Board of PGNiG in charge of Oil Min-
ing, with effect from August 15% 2010.

PGNiG Norway made early repayment of the

full amount (along with interest) of a NOK 3.8bn
(PLN 1.89bn) intra-group loan advanced by PGNiG
on October 16t 2007. Concurrently, PGNiG and
PGNiG Norway entered into a new loan agree-
ment for NOK 4.4bn (PLN 2.19bn). The loan is to
be repaid by December 20t 2021. The loan will be
used to fund PGNiG Norway' general corporate
needs, including current capital expenditure and
exploration-related expenses.

PGNiG Norway entered into a USD 400m

(PLN 1.25bn) Reserve Based Loan agreement with
seven banks, whereunder the lenders’ claims are
secured with specific oil and gas reserves. It is a
revolving credit facility, advanced for seven years.
The key objective of the agreement is to finance
the expenditure on the development of the Skarv
field. PGNiG Norway has the possibility to flexibly
use any funds which remain after the financing
needs related to the Skarv project have been
satisfied.

September

PGNiG and Instytut Nafty i Gazu (the Oil and Gas
Institute) signed an agreement for partial financing
of project “Wierzchowice Underground Storage Fa-
cility”, for up to PLN 503.6 m, including 100% of the
amount provided as direct payment. The amount
of the partial financing depends on the amount

of eligible expenditures incurred in the course of
performance of the agreement.

The President of the Energy Regulatory Office
approved a change of the gas fuel tariff, effective
from October 15t 2010 to March 31t 2011. After
the change, the average price of high-methane
gas rose by approx. 6.34%. The rates of network
charges and subscription fees did not change. The
average amount of total charges related to the
supplies of high-methane gas to customers rose
by 4.4%. The price of high-methane gas was in-
creased as a consequence of higher purchase costs
of imported gas, which were driven by volatility in
the PLN/USD exchange rate.

The Management Board of PGNiG announced that
in order to ensure gas supplies to households

and utilities it might decide to limit supplies to
industrial customers in Q4 2010. The situation was
due to the failure to execute an annex to the Yamal
Contract for the supplies of natural gas from Russia
to Poland, increasing the volume of gas imports.
As the entire volume of natural gas contracted for
2010 was offtaken by PGNiG at the Drozdovitse and
Vysokoye cross-border points, a deficit at these de-
livery points was expected after October 20t 2010.
In such circumstances, the quantities of gas from
domestic production, underground gas storage
facilities, imports through the transit pipeline and
from countries west of Poland were not sufficient
to meet the demand for natural gas in the fourth
quarter of 2010.

October

PGNiG SA and OAO Gazprom/000 Gazprom Export
signed an annex to the Yamal Contract of Septem-
ber 25% 1996. The annex provides for an increase
in the volume of natural gas supplies to Poland in
2010 - 2022 and lifts the ban on gas re-export to
third-party countries without Gazprom Export'’s
consent. The annex also introduces a preference
price in the period 2010 — 2014 for the quantities
of gas offtaken in a given year above the con-
tracted Minimum Annual Quantities. The estimated
average annualised value of the contract for the
supplies of Russian gas at the time of the annex
execution was approx. PLN 8.5bn.

November

The Company was notified of the execution of

an annex, dated October 22", to the agreement
between PGNiG and EuRoPol GAZ of July 15t 2004
for the transmission of natural gas through the Ya-
mal — Western Europe pipeline. In the annex PGNiG
and EuRoPol GAZ agreed to extend the term of the
agreement from December 31t 2012 to December
315t 2022. The other provisions of the agreement
remained unchanged.

December

PGNiG and Instytut Nafty i Gazu (the Oil and Gas
Institute) signed an agreement for partial financ-
ing of project “Strachocina Underground Gas
Storage Facility”, for up to PLN 53.2m, including
100% of the amount provided as direct payment.
The amount of partial financing depends on the
amount of eligible expenditures incurred in the
course of performance of the agreement.

The President of the Energy Regulatory Office
approved a second change of the tariff for the sup-
plies of gas fuels, reducing the price of high-meth-
ane gas and nitrogen-rich gas by 3.23%. The new
prices of gas fuels were introduced for the period
from January 1%t 2011 to March 31t 2011. The rates
of network charges and subscription fees did not
change. As a result, the average amount of total
charges related to the supplies of high-methane
gas to customers fell by 2.3%. In connection with
the negotiated discount for natural gas obtained
from Gazprom Export, PGNiG applied for the low-
ering of the tariff for gas sale effective until March
37t 2011.

PGNiG and Instytut Nafty i Gazu (the Oil and Gas
Institute) signed two further agreements for partial
financing of projects involving the construction
and expansion of underground gas storage facili-
ties. Project “Kosakowo Underground Gas Storage
Cavern Facility” received co-financing of up to

PLN 93.5m, while Project “Mogilno Underground
Gas Storage Cavern Facility” received co-financing
of up to PLN 23.1m. In both cases, 100% of the
amount was provided as direct payment.

PGNiG and OGP GAZ-SYSTEM SA entered into two
agreements for the transmission of high-methane
and nitrogen-rich natural gas. The agreements
are effective from January 1%t 2011 to December
31t 2014. The estimated aggregate value of the
two agreements over their entire term is approx.
PLN 5.96 bn (VAT exclusive).

2010 9



Letter from the
President of the
Management

Letter from the President
of the Management Board

10

PGNiG

The results of 2010 are a reason for satisfaction —
since the floatation of its shares on the Warsaw
Stock Exchange never had the Company recorded
such good performance. Sales revenue stood at a
record-high level of PLN 21.3bn and net profit — at
PLN 2.5bn. These results were attributable primar-
ily to a record-breaking volume of natural gas sold
as well as to higher revenue from sales of crude
oil and geological/geophysical and exploration
services.

In 2010, the Company focused on negotiating the
terms of the gas contract with Russia, and after
many months of discussions, in October 2010, an
annex to the Yamal Contract was executed. Under
the annex, the volume of natural gas delivered to
Poland was increased and the ban on gas re-export
was lifted. Furthermore, the annex introduced

a preference price for deliveries in the period
2010-2014 (USD 20 m — USD 50 m). The discount
obtained in 2010 enabled us to reduce the price

for gas fuel in the first quarter of 2011 — the entire
discount was reflected in the gas prices paid by our
customers.

The key objective behind all efforts of the PGNiG
Management Board has always been to secure
reliable and stable supplies of natural gas, both to
households and industrial customers. This, how-
ever, requires not only time, but also substantial
capital expenditure on developing the Polish gas
system, increasing the capacities of our under-
ground gas storage facilities, or exploring for and
producing natural gas and crude oil. PGNiG invests
billions of ztoties to pursue these objectives and
the results are becoming increasingly more visible.
In 2010, the Company completed the underground
storage facility for nitrogen-rich gas in Bonikéw,

thus increasing the storage capacity from 1.63 to
1.83 bn cubic meters. A major project is also un-
derway to increase the capacity of our largest gas
storage facility in Wierzchowice. The three-year
long investment process will be completed in 2012
and the facility’s capacity will be doubled, to 1.2bn
cubic meters.

2010 also saw first results in our new business

line — power engineering. In May 2010, PGNiG SA,
PGNiG Energia SA, Tauron Polska Energia SA and
Elektrownia Stalowa Wola SA signed a project
agreement for construction of a 400 MW CCGT unit
in Stalowa Wola. In March 2011, all project partners
executed all contracts and agreements required for
the project implementation. PGNiG will act as the
gas fuel supplier and the unit will become opera-
tional in 2014. In 2010, we also decided to establish
PGNiG Technologie by consolidating construction
and assembly companies from the PGNiG Group,
with a view to enhancing our competitive posi-
tion in this area and acquiring contracts for large
projects.

| believe the Group's presence on foreign markets
to be a significant factor contributing to its growth,
and we can boast a number of successful initiatives
in this area. In 2011, we will launch production of
crude oil and gas from our first foreign location,

in the Norwegian Continental Shelf. All works
required under the Skarv/Snadd/ldun project are
proceeding on schedule and within the budget.
Also, in 2010 PGNiG Norway acquired interests in
another two exploration licences located in the
North Sea. Our German company, POGC Trading, is
also expected to commence operations in 2011. Its
business activity will comprise trading in natural
gas, including gas transported from our Norwegian
fields to continental Europe.

Last year saw a tangible growth of demand for gas
fuel — we sold a record-breaking volume of 14.4bn
cubic metres of natural gas. This was primarily
attributable to low temperatures at the beginning
and at the end of the year, and, to a larger extent,
to a visibly stronger demand for the fuel from
industrial customers. In 2010, we executed two
contracts for natural gas daliveries, with Grupa

Lotos and KGHM, which will enable us to increase
the sales volume by another 600 — 700 m cubic
metres in the coming years. Also, the demand
from the energy sector is expected to grow and
the PGNiG Group intends to become one of the key
players in the sector. We expect that by entering
the power sector, we will not only increase the
sales of gas fuel, but we will also enhance our
production capacity. Over the next five years, a
significant, 4bn cubic metres growth of natural
gas sales is expected; half of this amount will be
consumed by the power sector. We will be able to
satisfy this increased demand thanks to the launch
of the LNG terminal in 2014 and to larger volumes
of gas supplies through new gas pipelines.

2010 was the first year in our history when the
PGNiG Group operated in accordance with the CSR
strategy, developed in previous years. Neverthe-
less, the number of challenges we have to face is
still growing. Now we have an even clearer picture
of how much needs to be done in order to fully
integrate CSR principles into our operations. Even
though this is not an easy task given the complexi-
ty of our activities, we believe it to be an important

component of the PGNiG Group’s cooperation and
along the entire value chain. It is an investment,
affecting not only the future of our Company and
employees, but also our social, economic and
natural environment. We want the Group to pursue
ethical, social and ecological values in its day-to-
day operations and therefore in 2010 we devoted

a lot of effort and energy to developing a system
which would ensure these values are implemented
across the entire PGNiG Group.

In 2010, PGNiG was awarded the title of the most
responsible company in the industry in the Ranking
of Responsible Companies published by Dziennik
Gazeta Prawna. It was also included in the BI-NGO
Index which recognises companies standing out
for the clarity with which they present their CSR
efforts on corporate websites. At the beginning
of 2011, PGNiG was for the second time included
in the prestigious group of 16 companies in the
RESPECT Index of the Warsaw Stock Exchange,
designed to promote responsible management

at listed companies in the context of sustainable
growth, disclosure performance and communica-
tion with the financial markets.

Dear Ladies and Gentlemen,

on behalf of the Management Board as well as on
my own behalf, | would like to express my grati-
tude to all of you who contributed to the Group's
success — our shareholders and customers, mem-
bers of the Supervisory Board and all employees of
the PGNiG Group. We believe that the substantial
investment expenditure incurred by the Group,
including expenditure on exploration of natural gas
and crude oil in Poland, development of fields in
Norway and entering the power sector, has laid the
foundation for future growth of the Group’s value
for its existing and potential shareholders.

Yours faithfully,

Michat Szubski,
President and CEO of PGNiG SA
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Management
Board

Michat Szubski

Chief Executive Officer, President
of the Management Board

(appointed to the Management Board
with effect from March 12" 2008)

Michat Szubski graduated from the Faculty of Law

completed postgraduate courses in management
of energy companies and natural gas transport
and distribution. He joined PGNiG in 1994 and was
first employed as Head of the Presidium Office of
the Company. He later held the position of Head

of the Legal Office and then served as Head of the
Corporate Office. Since October 2000, he worked
at the Mazovian Gas Distribution Division, the
Warsaw Gas Sales Unit, first as Deputy Director for
Restructuring and then as the General Director. Be-
tween 2003 and 2007, he was the President of the
Management Board of gas distribution company
Mazowiecka Spétka Gazownictwa Sp. z 0.0. From
July 2007 to March 2008 he served as advisor to
the Management Board of PGNiG. Currently, Mr
Michat Szubski holds the position of Vice-Chairman
of the Supervisory Board of Yamal pipeline owner
STG EuRoPol GAZ SA and serves as the Chairman
of the Board of Directors of PGNiG Norway A/S. He

Merit Cross (2004), and decorations for “Distin-
guished Service for Polish Mining Industry” and
“Distinguished Service for PGNiG".

and Administration at the University of Warsaw. He

received a number of distinctions, including a Sliver

ement Board

Radostaw Dudzinski

Vice-President of the Management Board
for Strategy

(appointed to the Management Board
with effect from March 12 2008)

Radostaw Dudzirski graduated from the Warsaw
University of Technology, where he majored in
Gas Engineering. He also completed a graduate
programme in Management and Marketing at the
Warsaw University and an Executive MBA course
at the University of lllinois Urbana Champaign. He
has been with PGNiG SA since 1998. He gradually
moved up the ranks in the operations division and
then held the positions of Head of the Strategy
Office and Head of the Strategy and Restructuring
Department. In 2006 — 2008 he worked for A.T.
Kearney Sp. z 0.0. He has served as member of the
Supervisory Boards of the following companies:
Agencja Rynku Energii SA of Warsaw, Poszuki-
wania Naftowe Diament Sp. z 0.0. of Zielona Géra,
Mazowiecka Spétka Gazownictwa Sp. z o.0. of
Warsaw, and InterTransGas GmbH of Potsdam.
Currently, he is a member of the Supervisory Board
of Yamal pipeline owner STG EuRoPol GAZ SA and
a member of the Board of Directors of PGNiG
Norway A/S.

Stawomir Hinc

Chief Financial Officer, Vice-President
of the Management Board

(appointed to the Management Board
with effect from March 12t 2008)

Stawomir Hinc is a holder of a Masters degree

in Economics from the University of Gdansk,
where studied in the Institute of Foreign Trade

at the Faculty of Economics. He also studied at
Wirtschaftsuniversitét in Austria, and at Technische
Fachhochschule in Germany. He has obtained a PhD
in Gas Engineering from the Warsaw University of
Technology. He worked at the Audit and Business
Consulting Department of Arthur Andersen Polska
(1998 — 2000) and at Andersen Business Consulting
(2000 — 2004), where he headed teams manag-

ing projects for clients from the energy sector.

In 2004 — 2008 he held the position of Financial
Director at Operator Gazociggéw Przesytowych
GAZ-SYSTEM SA, in 2006 — 2008 he was also

the company’s registered proxy. Since 2010, he
has been a member of the Governing Board of
Eurogas, an organization of the EU gas industry.
Currently, he is a member of the Supervisory Board
of Yamal pipeline owner STG EuRoPol GAZ SA and

a member of the Board of Directors of PGNiG
Norway A/S.

Marek Karabuta

Vice-President of the Management Board
for Oil Mining

(appointed to the Management Board
with effect from July 19t 2010)

Marek Karabuta holds a degree in Economics from
Cracow University of Economics. He has worked in
the oil and gas industry since 2005. In 2005 - 2006
he served as Member of the Management Board of
Rafineria Trzebinia, and during 2006 — as Member
of the Management Board of ORLEN Oil Sp. z o.0.

In 2008 — 2010, he served as President of the Man-
agement Board of Nafta Polska SA, and in 2010 as
Vice-President of the Management Board of
Agencja Rozwoju Przemystu SA. He was appointed
to the Supervisory Board of PKN ORLEN SA in
February 2008 and re-appointed in 2010. From No-
vember 18" 2008 to July 19" 2010, he was Member
of the Supervisory Board of PGNiG SA.

Mirostaw Szkatuba

Vice-President of the Management Board
for Trade

(appointed to the Management Board
with effect from March 20t 2008)

Mirostaw Szkatuba graduated from the AGH
University of Science and Technology of Krakdéw,
Faculty of Drilling, Oil and Gas, with a degree

of Master Engineer of Oil Mining. In 1998, he
completed post-graduate courses in equity invest-
ments and corporate development projects at the
Warsaw School of Economics. Mr Szkatuba joined
PGNiG SA in 1994. Since 2005, he has worked at
the Exploration Department as specialist respon-
sible for planning, supervision and settlement of
exploration activities. In 2005 — 2008, he was a
PGNiG Supervisory Board member appointed by
the employees.
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The financial performance delivered by the PGNiG
Group is a reason for pride and satisfaction —

PLN 21.3bn in sales revenue and PLN 2.5bn in

net profit are the best results on record since the
Company floated its shares on the Warsaw Stock
Exchange. Even though the past year was excep-
tionally successful, the PGNiG Group — rather than
resting on its laurels — must face up to the new
challenges awaiting it in 2011.

The year 2010 was dominated by negotiations over
the terms of a gas agreement, which culminated
in the signing of an annex to the Yamal Contract
between Poland and Russia. The Supervisory
Board was keeping a close watch on the Manage-
ment Board'’s activities in connection with its talks
with the Russian partner. The agreed terms of the
annex — which provides for a price discount of

up to USD 40m — 50 m annually over the period

of five years, lifts the ban on gas re-export to
third-party countries and increases the volume of
gas supplies — enhance Poland’s energy security
for all PGNiG’s customers — which, after all, is the
Company'’s overriding objective.

Last year ushered in the first effects of the wide-
ranging investment programme pursued by the
Group. The underground gas storage capacities
were expanded to 1.83billion cubic metres, while
capital spending earmarked for projects involv-
ing the exploration for and production of gas

and oil was raised. The two major investment
projects — the development of the LMG (Lubiatéw-
Miedzychéd-Grotéw) field, expected to double the
volume of oil production by 2013, and the expan-
sion of the Wierzchowice underground gas storage
facility — were making good progress according

to schedule. The year ahead of us, 2011, should
see the first-time launch of gas and oil production

outside of Poland, on the Norwegian Continental
Shelf. The work on the Skarv/Snadd/Idun project is
making timely headway, according to schedule and
within budget. It needs to be noted that all projects
undertaken by the PGNiG Group are regularly
monitored by the Supervisory Board.

Towards the end of 2008, the Supervisory Board
set up an Audit Committee. Two years on, | can
report with conviction that the Committee is fulfill-
ing its assigned function and its work is helping
improve the shareholder perception of PGNiG. The
Committee’s crucial role is to monitor the financial
reporting process on an ongoing basis, especially
the accurateness and fairness of the financial state-
ments, as well as the internal control, audit and
financial risk management systems.

Like the year before, | would like to express the
Supervisory Board's satisfaction with the inclusion
of PGNiG — as one of the select sixteen names —
into the Warsaw Stock Exchange’s Respect Index,
intended to promote the highest standards of
responsible management. Alongside few other
listed companies, PGNiG qualified for inclusion in
the Respect index for the second year in a row. The
confidence placed in PGNiG has been delivering
benefits and empowering it to act, as evidenced

by the introduction of the CSR strategy, which pro-
vides a framework for the operations of all com-
panies of the PGNiG Group. Moreover, in 2011 the
Group was ranked second in the list of 500 most
effective business enterprises — the Rzeczpospolita
Eagles. This is a huge success, given that PGNiG has
moved up two positions up the ranking.

Ladies and Gentlemen,

The PGNiG Group's financial performance gives us
reason to celebrate, as it increases the Company'’s
shareholder value. At this point, | would like to
thank all those whose work has contributed to
achieving such robust results — thousands of
employees who do a good job performing their
everyday duties and whose experience and com-
mitment is the Company'’s prized asset.

Yours faithfully,

Stanistaw Rychlicki, PhD
Chairman of the Supervisory Board
PGNiG SA
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Stanistaw Rychlicki

Mr Stanistaw Rychlicki graduated
from the Faculty of Geology and
Exploration of AGH University of Sci-
ence and Technology of Krakéw. He
is Professor at the Faculty of Drilling,
Oil and Gas, as well as Head of the
Chair of Qil Engineering. Mr Rychlicki
serves as Chairman of the Drilling
and Borehole Mining Section of

the Mining Committee at the Polish
Academy of Sciences. In 1980 — 1986,
Mr Rychlicki was Professor at the
University of Science and Technology
in Algiers, Algeria.

Supervisory Board

Marcin Morynh

Mr Marcin Moryn, legal counsel,
graduate of the Law and Adminis-
tration Faculty at the University of
£édz. Since 2001, he has worked
for the Ministry of State Treasury:
in 2001 — 2006 as a division head at
the Legal Department, then from
May 2006 to February 2007 as act-
ing director for the monitoring of
privatisation commitments, and from
February 2007 as Director of the
Legal Department.

Mieczystaw Kawecki

Mr Mieczystaw Kawecki received
Master Engineer’s Degree from the
University of Science and Technology
in Krakéw (1983), majoring in Bore-
Hole Mining. He has worked in the

oil ERP industry since 1976, initially
at the Oil and Gas Mining Plant in
Sanok, and currently at PGNiG Branch
in Sanok, where he serves as man-
ager at the Underground Gas Storage
Facility in Strachocina. Mr Kawecki is
Grade Il Mining Director.

Grzegorz Banaszek

Mr Grzegorz Banaszek is a graduate
of the Faculty of Organisation and
Management of the University of
Warsaw, as well as of the Warsaw
School of Economics. Currently he
serves as member of the Manage-
ment Board of Polskie Towarzystwo
Ubezpieczen SA. From the very be-
ginning, his professional career has
been tied to the capital market. He
cooperated with numerous financial
institutions.

Agnieszka Chmielarz

Ms Agnieszka Chmielarz gradu-

ated from the Faculty of Chemistry
at the University of Technology

and Agriculture in Bydgoszcz, and
completed postgraduate European
studies at Warsaw University’s Centre
for Europe. Ms Chmielarz has worked
for PGNiG for many years. Currently,
she serves a position of Director

of Commercial Marketing Office in
Marketing Department of the PGNiG
Head Office.

Mieczystaw Putawski

Mr Mieczystaw Putawski, associate
professor at the Warsaw School of
Economics and the Ryszard tazarski
School of Commerce and Law in
Warsaw, as well as a graduate of

the Faculty of Foreign Trade at

the Central School of Planning and
Statistics. In 1982 to 1988, he worked
as an advisor to the Chairman of the
National Bank of Poland and in 1989
to 1992 as an advisor to the Minister
of Finance. At present he serves

as a Supervisory Board member

of Infovide-Matrix.pl SA and is the
chairman of the Supervisory Board
of Investors Towarzystwo Funduszy
Inwestycyjnych SA. He was a consul-
tant for parliamentary committees
and the chairman of the Curriculum
Committee of the Warsaw School of
Economics. Prof. Putawski is the head
of the Chair of Capital Markets at the
Warsaw School of Economics.

Jolanta Siergiej

Ms Jolanta Siergiej received Master's
Degree in Economics from the
Szczecin University of Technology,
majoring in Economics and Organisa-
tion of Production (1985). Ms Siergiej
has been employed at the Zielona
Géra Branch of PGNiG, where she has
held the position of Chief Accountant
since 1995. The highlights of her
previous professional career include
work at the Tax Chamber in Zielona
Géra and at the Zielona Géra branch
of Bank Handlowy.
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PGNiG on the
Stock Exchange

PGNiG's Position on the WSE

PGNiG, whose stock was floated on September 23
2005, is one of the largest Polish companies listed
on the Warsaw market. The Company enjoys the
“blue-chip” status, and its shares are listed as part
of the WIG20 index (since December 15t 2005) and
the prestigious emerging market index compiled
by Morgan Stanley Capital International Inc. (MSCI).
Alongside six other names from the fuel sector,
PGNiG is included in the WIG-Fuels sectoral index.

On January 25t 2011, for the second time the WSE
announced a list of companies listed as part of the
RESPECT social responsibility index. PGNiG was
again among the select group of 16 names listed
as part of that index. The Company stock was also
included in the new WIGdiv index, listed since
January 3 2011. WIGdiv comprises 30 stocks with
the highest dividend yields and regular dividend

payments.

Shareholder structure in 2009 — 2010

Shareholder Number of shares/votes
attached to the shares

as at Dec 31 2009

Percentage of share capital/
total vote at the GM
as at Dec 31 2009

PGNiG on the Stock
Exchange

Shareholder Structure

As at December 315t 2010, PGNiG's share capital
amounted to PLN 5,900,000,000 and was divided
into 5,900,000,000 shares with a par value of PLN 1
per share. The shares of all series, that is Series A,
A1 and B, were ordinary bearer shares and each of
them conferred the right to one vote at the Gen-
eral Shareholders Meeting. The Company’s Articles
of Association do not provide for any restrictions
on the exercise of voting rights attached to the
Company shares.

The State Treasury remains the Company’s major-
ity shareholder. On June 26" 2008, the Minister of
the State Treasury disposed of one PGNiG share on
general terms, which — pursuant to the Commer-
cialisation and Privatisation Act of 1996 — triggered
the eligible employees’ rights to acquire free of
charge a total of up to 750,000,000 PGNiG shares.
The start date for executing agreements on the
acquisition of Company shares free of charge was
April 6" 2009. On October 1%t 2010, the eligible
employees’ rights to acquire PGNiG shares free of
charge expired. Heirs of the eligible employees
who were entitled to acquire PGNiG shares free

of charge may exercise their rights also after that
date, provided that they filed — on or before Octo-
ber 15t 2010 — a court petition to declare that they
had acquired the eligible employees’ rights by way
of inheritance.

As at December 31%t 2010, 59,134 eligible employ-
ees acquired 726,349,467 shares, which confer the
right to 12.31% of the total vote. Consequently, the
State Treasury's stake in PGNiG SA fell to 72.43%.
The Company shares acquired free of charge by
eligible employees or their heirs were subject to

a lock-up until July 1 2010, while the Company
shares acquired free of charge by members of the
Management Board are subject to a lock-up until
July 15t 2011.

Number of shares/votes
attached to the shares
as at Dec 31 2010

Percentage of share capital/
total vote at the GM
as at Dec 31 2010

State Treasury ) 4303686368 72.94% 4,273,650,532 _T72.44%
Others 1,596,313,632 27.06% 1,626,349,468 27.56%
Total 5.900,000,000 100.00% 5.900,000,000 100.00%
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Investor Relations

As an issuer of securities listed on the Warsaw
Stock Exchange, PGNiG is required to disclose com-
plete and reliable information on its operations, as
well as any material corporate developments at its
Group, in regular reports made available on equal
terms to both its existing and potential sharehold-
ers. The Investor Relations function is, however,
not limited to obligatory activities, expressly
required by law. It also encompasses a number

of other activities which the Company under-
takes to meet the high expectations of all market
participants. These include: participation in road
shows and foreign investor conferences (in 2010,

Structure of the free float and institutional
shareholding, by country, as at July 27* 2010

Other

Norway
United Arab Emirates
Austria
Singapore

France
Hungary

Poland
Luxemburg

Great Britain

United States

we visited Austria, the Czech Republic, France, the
US, Sweden, Hungary and Great Britain), meetings
with managers of equity portfolios and ongoing
contact with market analysts. In addition, the
Company'’s website features a dedicated Inves-
tor Relations section, where every capital market
participant may find the most important updates
on the Company, consensus forecasts of the
Group's performance and the most recent target
price recommendations, sourced from research
reports covering PGNiG SA. The Investor Relations
Department offers all those interested in receiving
news on the PGNiG Group a dedicated newsletter
distributed via electronic channels; to subscribe for
the newsletter, one only needs to send an email

to ri@pgnig.pl, requesting to be added to the
distribution list.

2010
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Performance of the PGNiG Stock

Throughout the year, PGNiG shares traded within
the range between PLN 3.16 and PLN 3.91. The
steepest falls in the Company share price were
linked to investor fears of a reduction in PGNiG's
gas fuel tariff, while the biggest advances were
spurred by the posting of better-than-expected
financial results of the PGNiG Group. In 2010, the
rate of return on PGNiG shares was negative at
-5.8%, although taking into account the dividend
payment (PLN 0.08 per share), the rate of return
stood at -3.7%. Investors who bought PGNiG shares
at their issue price (of PLN 2.98) on the Warsaw
Stock Exchange and who decided to sell them on
December 31st 2010 could expect a rate of return
of 19.8%.

— 50%
2005 o 2006

— -50%

——— 0 23.09.2005

Performance of WSE indices and the PGNiG stock

2006 o 2007

PGNiG on the Stock
Exchange

2007 o 2008

Value/price 2010 high 2010 low Value/price PGNiG's weight

as at Dec 31 2009 as at Dec 31 2010 in the index

as at Dec 31 2010

WIG (points) 39,985.99 48,004.74 37,322.52 47,489.91 2.36%

WIG20 (points) 2,388.72 2,787.09 2,173.25 2,744.17 3.57%

WIG-Fuels (points) 2,435.46 3,200.02 2,265.37 3,079.41 20.73%

Respect Index (points) 1,709.36 2,278.17 1,542.63 2,259.20 5.63%

PGNiG (PLN) 3.79 391 3.16 3.57 not applicable
Source: WSE

22 PGNiG

Changes in the values of selected indices and PGNiG
stock since the Company’s IPO on the WSE (%)

Source: in-house calculations based on the WSE's data.

WIG 20

WIG

WIG Fuels
Respect Index
PGNiG

2008 © 2009 2009 o 2010 100% —
50% -
............ ‘V . ~ A n..-n sesssssccsssssscccadives . CEETT PP PP PP RR A PP
b
-50% —
Rates of return on WSE indices and the PGNiG stock in 2007-2010, as well as the total rate of return since PGNiG’s IPO
Rate of return Rate of return Rate of return Rate of return  Rate of return since
in 2007 in 2008 in 2009 in 2010 PGNiG's IPO
WIG 8.7% -51.1% 46.9% 18.8% 42.9%
WIG20 3.2% -48.2% 33.5% 14.9% 11.7%
WIG-Fuels 9.2% -46.8% 28.9% 26.4% -13.5% O -100% —
Respect Index not applicable not applicable 70.9%@ 32.2% 125.9%@
PGNiG 37.1% -29.4% 5.3% -5.8% -6.3%
Source: WSE
" Computed in relation to the reference value of the index (reference date: December 31+ 2005).
2 Computed in relation to the reference value of the index (reference date: December 315 2008).
3 In relation to the issue price of PLN 2.98, the rate of return on PGNiG shares since the IPO stands at 19.8%.
31.12.2010 o
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PGNiG on the Stock
Exchange

Key Events

January

On January 25, ING changed its recommenda-
tion for the PGNiG stock from “hold” to “buy”,
while raising the price target from PLN 3.90 to

PLN 5.10. As a result, the closing price of PGNiG
shares rose by 3.85%, from PLN 3.64 to PLN 3.78,
far outperforming the broad market (which gained
only 0.11%).

February

On February 5th, the then President of the Energy
Regulatory Office Marek Woszczyk, when asked
by the media on his position regarding a possible
request by PGNiG for an increase in the gas fuel
tariff, said he could seen no reasons for granting
such a request. Given the excess supply on the
stock market on that day (the WIG index fell by
3.29%, while the WIG20 index shed 3.95%), the
above statement further contributed to the sell-off
of PGNiG shares. Eventually, the Company stock
receded 4.57% (from PLN 3.72 to PLN 3.55) — the
largest decline it posted in the entire 2010.

A week later, on February 12, Vice-President
Stawomir Hinc told the media that the Company
intended to apply for an increase in the gas tariff.
Furthermore, the Vice-President for Finance stated
that due to the extremely low temperature in
January, the Company recorded very high volumes
of gas sales in that month. The news was very well
received by the market, as reflected in the closing
price of PGNiG shares, which surged by 3.16%,
from PLN 3.48 to PLN 3.59.
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March

On March 22", the PGNiG Group published its
2009 financial results, which were significantly
above market expectations (net profit and EBIT
exceeded the consensus by, respectively, 43% and
33%). The difference was mainly attributable to
the reversal of impairment losses in the amount of
approx. PLN 500 m on property, plant and equip-
ment included in the distribution assets. Despite

a bearish session, the closing price of Company
shares went up by 0.82%, to PLN 3.69 per share.

On March 2314, the Management Board resolved to
allocate PLN 472 thousand from the 2009 net profit
to dividend payment, in the amount of PLN 0.08
per share. However, the market expected higher
dividend, as a result of which PGNiG shares gained
on that day a mere 0.27% (PLN 0.01), versus gains
in the range of 0.8% posted by the WIG20 and WIG
indices.

April

On April 15%, Vice-President of the Energy
Regulatory Office Marek Woszczyk admitted in an
interview with TVN CNBC that — in view of the soar-
ing oil prices and volatility of the PLN exchange
rate — the regulator would approve an increase of
the gas fuel tariff. Nonetheless, the Company share
price fell by 0.27% (down to PLN 3.67), with the
lowest trading volume in the whole year (exclud-
ing December 31) amounting to only one million
shares.

May

On May 12, the PGNiG Group reported its results
for Q1 2010, which showed a significant year-on-
year improvement. However, the analyst expecta-
tions were even more optimistic. The gap between
the actual and expected performance had an
adverse impact on the market’s perception of the
Company, albeit some analysts admitted that its
performance was sound. Eventually, the Company
share price dropped by 1.16%, from PLN 3.44 to
PLN 3.40.

On May 19*, the Warsaw Stock Exchange saw a
decline of 3.1% with a high trading volume. The
sell-off started in the early morning, triggered
chiefly by developments on the western mar-
kets. WI1G20 lost 2.70%, while PGNiG posted an
even steeper decline of 4.41%, from PLN 3.40 to
PLN 3.25. The next day witnessed an equally sharp
downturn on global markets — in Western Europe
the prices fell by more than 3%. Investor concerns
focused on the indebted European economies, and
were further aggravated by weak macroeconomic
data (Poland published weaker-than-expected
production growth data, while the US announced
that the situation on the labour market was worse
than forecast). The PGNiG stock shed another
2.77%, and bottomed out at PLN 3.16, the lowest
closing price in 2010.

After the trading session on May 26, PGNiG shares
were included in the MSCI Poland index, which
boosted the volume of trading and share price dur-
ing the session preceding the change. Not only did
the Company share price rise by a record 8.02%

(to PLN 3.50), but the volume of trading was at its
annual high (44 million shares).

June

On June 16, UniCredit changed its recommenda-
tion for the PGNiG stock from “hold” to “buy”.

At the same time, it raised the price target from
PLN 4.05 to PLN 4.10. This spurred demand for
Company shares, lifting its share price by 2.90%,
from PLN 3.45 to PLN 3.55.

On June 22", the media were electrified by the
news of a possible suspension of gas supplies via
Belarus to Europe. On June 23 2010 in the after-
noon, meters recorded a reduction in the pressure
of gas supplied through the Vysokoye cross-border
point on the border between Poland and Belarus.
After 5pm, the pressure returned to normal. The
incident did not affect gas supplies to households or
industrial customers in Poland, whose gas require-
ments were satisfied in full. Nevertheless, PGNiG
share price dropped 2.82% (from PLN 3.55 to PLN
3.45), a nearly 1% more than the overall market.

July

On July 21, the Company shares recorded a record
high monthly rise on the back of upbeat investor
sentiment. The share price gained 2.91%, rising
from PLN 3.44 to PLN 3.54.

August

On August 31, the PGNiG Group released its H1
2010 results. The Group’s net profit showed an im-
provement of nearly PLN 1.5bn compared with H1
of 2009. The substantial improvement was recorded
thanks to a higher gross margin on high-methane
gas and a 7% increase in the volumes of gas sales
driven by the fact that the temperature in the
period January — April was lower than in the cor-
responding period of the previous year. The market
responded very positively, as the closing price of
the PGNiG stock went up by 1.15% (to PLN 3.52),
relative to a 0.55% gain of the broad market.

September

On September 16, the President of the Energy
Regulatory Office resolved to increase PGNiG's gas
fuel tariff by 6.34%. On September 16" and 17t,
the Company share price rose by 1.15% and 2.56%,
respectively, against losses posted by the WIG and
WIG20 indices.

On September 20, the Company announced that
in order to ensure gas supplies to households and
utilities it might decide to limit supplies to indus-
trial customers in Q4 2010. The situation was due
to the protracted negotiations regarding a possible
increase of the volume supplied under the Yamal
Contract. The announcement unsettled investors
and the Company share price dropped by 1.66%,
from PLN 3.61 to PLN 3.55, compared with a 0.5%
advance of the broad market.

October

On October 29*, an annex to the Yamal Contract
was signed providing for an increase of the volume
of gas supplies to Poland, lifting the ban on gas re-
export to third-party countries and granting PGNiG
a preferential price in the period 2010 — 2014 for
the quantities in excess of the Minimum Annual
Quantities off-taken in a given year. The market
responded very positively — the PGNiG share price
climbed from PLN 3.60 to PLN 3.70 (up by 2.78%).

November

In the morning of November 10, the PGNiG Group
released its Q3 2010 results, which were much
better than expected. The Group’s net profit after
the first three quarters of 2010 was a little over
PLN 1.3bn, up by PLN 1.4bn on the same period of
2009. The marked improvement of financial perfor-
mance was driven primarily by higher volumes of
gas sales, as well as strong revenue streams from
sales of crude oil and the provision of geophysi-
cal, geological and exploration services. The same
day witnessed the highest opening price of PGNiG
shares (PLN 3.90) and the highest price of PGNiG
shares during a trading session (PLN 3.95) in the
whole year, while the next day saw a similar record
with respect to the closing price of PGNiG shares
(PLN 3.97).

On November 30, the Company share price
plunged by 4.14% (from PLN 3.62 to PLN 3.47) on
the back of investor fears that the Company might
apply to the Energy Regulatory Office for a tariff
reduction. However, PGNiG’'s spokesperson denied
such rumours, explaining that the market situation
had changed — mainly on the currency market —
and hence PGNiG would need more time to prepare
such an application. On the next day, the Company
stock recouped 3.75% of its value, and reached
PLN 3.60.

December

On December 6™, the General Shareholders Meet-
ing approved the acquisition of 100% of the shares
in a Switzerland-based SPV (Goldcup 5839 AB)
established to raise financing through issues of
Eurobonds on international markets and to borrow
the proceeds to PGNiG SA. On the same day, the
Company share price rose 2.18%, from PLN 3.67 to
PLN 3.75, compared with a 1.3% gain posted by the
WIG20 index.
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Strategy for the
PGNiG Group
until 2015

for the PGNiG Group

until 2015

PGNiG is a company with long-lasting tradition,
enjoying an established position of the leader

of the Polish gas market. Over the years of its
development, the Company has gathered valuable
assets and now control a number of segments of
the energy market (natural gas production, stor-
age, sale and distribution), which provides a robust
foundation for PGNiG's further growth and steady
increase in value.

The overarching strategic objective pursued by
PGNiG SA is to secure growth of the shareholder
value. The Company'’s operations are based on the
following six strategic pillars:

PGNiG's primary objective is to ensure reliable and
secure supplies of pure and environment-friendly
energy. The PGNiG Group continues to be open to
new challenges, while keeping up its traditions and
maintaining customer trust. In its operations, PGNiG
endeavours to be a reliable partner which increases
the company’s value in line with the principles of
sustainable growth.

Securing natural
gas supplies

Developing the
trading business

The main objectives proposed for all areas of the
business make up the PGNiG Group's vision: to be-
come, by 2015, a modern and efficiently-managed
organisation, controlling the entire value chain

in the gas sector, and holding assets in the fuel,
chemical and power sectors.
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Developing the Expanding the Improving the Expanding the

exploration existing and profitability of scope and scale
and production construction the distribution of operations
business of new storage operations (extending the

capacity value chain)

Developing the Trading Business

PGNiG's trading business consists in satisfying the
domestic demand for gas fuel through transactions
of purchase/sale of natural gas. Natural gas is sold
to both retail and industrial customers. Given the
dynamic changes in the legal and business envi-
ronments, the PGNiG Group undertakes numerous
steps in the gas trading area to maintain its leading
position on the liberalised Polish market.

With respect to developing its gas trading business,

PGNiG has set the following objectives:

¢ Consolidating the dominant position on the
domestic market by way of increasing the an-
nual volume of gas sold to small and medium-
size customers (i.e. customers buying less than
50m m3 of gas per year) on average by 1.5%,
and to large industrial customers (including
by 100% to customers in the power and heat
sectors);

e Ensuring market-level profitability of the gas
trading business through initiatives aimed to
change the regulations of the gas sector in Po-
land, reduction of costs of customer service, and
implementation of a system to manage the risks
related to changing weather conditions;

¢ Developing a coherent trading policy for the
PGNiG Group by enhancing the offering and
streamlining the trading and marketing pro-
cesses (e.g. electronic customer service centre,
call centre, centralized complaint handling).

Our Achievements To-Date

Since 2007, the PGNiG Group has recorded a steady
upward trend in natural gas sales on a year-on-
year basis. The trend was temporarily reversed in
2009, when the economic slowdown forced indus-
trial customers to reduce off-take by 8% relative

to a year earlier. However in 2010, the decline was
more than compensated, as sales reached 14.4 bil-
lion cubic metres — the highest level on record. In
order to satisfy the growing demand, in October
2010 the Company executed an annex to the Yamal
Contract with Gazprom Export, whereby the maxi-
mum annual volume of gas supplies to Poland was
upped by approx. 2 billion cubic metres.

The PGNiG Group has also taken the first steps to
expand its product portfolio to include CNG and
increase the output of LNG. This is particularly
important on the Polish market, where trade in,
as well as transmission and distribution of gas, are
regulated. In 2010, the Gas Trading Divisions were
pursuing projects which involved the construction
of CNG stations, upgrade of boiler houses, refur-
bishment of buildings and other projects designed
to serve the needs of the 23 gas sales units.

Securing Natural Gas Supplies

In order to balance the domestic demand for
natural gas, the PGNiG Group produces gas from
its own reserves and purchases gas abroad. The
Group’s own production covers around 30% of

the demand, with the balance covered by imports,
mainly from countries east of Poland (with Gaz-
prom Export being the largest supplier). Given the
strong dependence on natural gas supplies from a
single source, the we strive to diversify the sources
of gas supplies. Therefore, the following steps
have been or will be taken to guarantee secure and
uninterrupted supplies of natural gas:

e Construction of new transmission facilities with
a view to enabling gas supplies to Poland from
new directions, including cooperation with
Gaz-System SA on the LNG terminal project,
construction of system interconnections on
Poland’s western and southern borders, and
activities supporting development of the Polish
gas transmission system;

Establishing appropriate structure of import
contracts, i.e. changing the structure of imports
by balancing supplies from the East with sup-
plies from the West and North;

In the future, launching international trading in
gas and crude oil to support the processes of di-
versifying gas supply sources and risk manage-
ment, while securing competitive selling prices.
Our ability to participate in the European market
will be particularly important if gas surplus oc-
cur in Poland.

Our Achievements To-Date

The PGNiG Group has also embarked on several
projects in Scandinavia. The main focus is on the
development of fields located on the Norwegian
Continental Shelf (i.e. a 12% interest in the explora-
tion and production area covering the Skarv/
Snadd/Idun fields). In August 2011, production

will be launched from PGNiG Norway's oil and gas
properties —in 2011, the production volumes cor-
responding to PGNiG Norway's interest will amount
to 100 million cubic metres of gas and 90 thousand
tonnes of oil. In 2012, the respective volumes will
reach 400 million cubic metres and 400 thousand
tonnes. In addition, PGNiG Norway holds inter-
ests in six exploration licences on the Norwegian
Continental Shelf.

Seeking to achieve an optimum structure of import
contracts, in June 2009 PGNiG signed a contract
with Qatargas Operating Company, providing

for the sale and supplies of liquefied natural gas
(LNG) from Qatar to the newly built terminal in
§Winoujs’cie. Under the contract, Qatargas agreed
to deliver to PGNiG 1 million tonnes of LNG annu-
ally, for a period of 20 years starting from 2014.

In connection with its plans to engage in inter-
national gas and oil trading, in December 2010
PGNiG established POGC Trading GmbH of Munich,
through which it intends to commence full-scale
gas trading operations on the German market in
2012, relying on its own Norwegian production. At
a later stage, POGC Trading may expand its opera-
tions onto the Dutch market and, possibly, the UK
market.

Annual Report 2010 29



Developing the Exploration and
Production Business

Access to own reserves is a key to success. For this
reason, PGNiG is developing its exploration and
production business in Poland and abroad. The
relevant objectives include:

e Increasing own production of natural gas to
approximately 6.2bn m3 and of crude oil to ap-
proximately 1.8m tonnes annually in the coming
years, by way of increasing the annual domestic
production capacity to approximately 4.5bn m?
of gas and approximately 1.0 m tonnes of crude
oil, launching crude oil and gas production from
the foreign reserves in 2011 (the Norwegian
Continental Shelf), increasing the resources
sustainability index to at least 1.1, and main-
taining domestic licence areas of no less than
45-50 thousand square kilometres;

Optimising the exploration and production
business through the restructuring of the PGNiG
Group's exploration companies (full or partial
consolidation to maintain the position of a
respected and recognised provider of mainte-
nance services), improvement of the exploration
methodology and introducing new systems

of fees for the work performed by the service
companies, including the daily rate system;
Positioning PGNiG as an international explora-
tion and production group on the key markets
in the following three regions of the world: the
North Sea, Norwegian Sea and, in the future,
Barents Sea (Norway and Denmark, United
Kindgdom, Germany), North Africa (Libya, Egypt,
Algeria, Tunisia, Morocco and Mauretania), and
the Indian sub-continent (India and Pakistan).

In selecting the expansion directions, the Com-
pany'’s decisions will be based on the probability
of finding crude oil and gas deposits, political
situation in particular countries, feasibility of
supplying gas to Poland, legal environment, and
possibilities for cooperation with other sector
players (both Polish and foreign).
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Expanding the Existing and Construc-
tion of New Storage Capacity

The storage business plays a key role in stabilising
the volatile demand for natural gas and ensur-

ing the security of gas supplies to our customers.
Given the development of the market and the
need to harmonise the storage capacity with the
legal requirements, PGNiG is involved in projects
designed to expand the existing and construct new
underground gas storage facilities. By 2015, the
planned expansion projects should enable us to
cover over 70 days of demand for gas fuel.

The strategic objectives relating to the storage
capacity expansion include:

e Ensuring that sufficient storage capacity is
available to accommodate the needs of PGNiG’s
customers and to secure compliance with the
laws on mandatory stocks — to this end, the ex-
isting storage capacity, chiefly for high-methane
natural gas, will be expanded by approximately
2bn m3;

Establishing the Storage System Operator (SSO)
to harmonise PGNiG’s internal structure and
business organisation with the EU and Polish
legal regulations and to ensure compliance with
the Third Party Access principle;

e Commercialising gas storage services;
Enhancing the profitability of the storage busi-
ness by undertaking steps to ensure that the
return on capital employed is taken into account
in drawing up of the storage tariff, which would
guarantee profitability of the necessary capital
expenditure.

Strategy for the
PGNiG Group
until 2015

Improving Profitability of the
Distribution Operations

Distribution plays a material role in building the
value of the PGNiG Group. For this reason, maxi-
mum cost effectiveness and optimisation of stable
revenue of the gas companies are the key elements
of the Group's strategy. The strategic objectives
designed to improve the profitability of the distri-
bution business are as follows:
e Improving profitability of the distribution
business — to this end PGNiG Group will seek
to obtain URE's approval for such tariff rates
that would enable the Group to implement the
planned projects relating to the expansion of the
distribution system;
o Cost optimisation through such measures as re-
duction of operating expenses and consolidation
of the Group's procurement processes (which
will help reduce costs of construction, expansion
and modernisation of the distribution system);
Optimising development of the distribution
network by defining uniform rules for the net-
work expansion, preceded by market research
covering individual geographic areas; develop-
ing a uniform map of gas distribution pipeline
capacities to identify both bottlenecks and free
capacities; optimising expansion of gas pipelines
to reflect customers’ demand for gas fuel; and
raising EU funds to finance distribution network
expansion projects, which will significantly
contribute to the development of regions where
access to gas pipelines is particularly limited.

Expanding the Scope and Scale of
Operations

As new growth opportunities for PGNiG emerge,
we take steps to expand the scope and scale of op-
erations through strategic alliances, and — follow-
ing appropriate analyses — mergers and acquisi-
tions in the following sub-sectors:

® power generation,

* heat generation,

e great chemical synthesis,

e crude oil.

The initiatives undertaken with a view to expand-
ing the scale of our operations will include:

e Extending the value chain to include power
generation. The PGNiG Group will join new Polish
and foreign power generation projects, princi-
pally those where natural gas will be used as the
fuel. It is projected that by 2015 PGNiG will hold
interests in power plants with a total of 300 MW
of installed capacity. However, implementa-

tion of this plan to a large extent depends on
changes in the regulatory regime (replacement
of tariffs with negotiated prices in the power
sector).

Optimising power generation and electricity
consumption. The PGNiG Group will explore pos-
sibilities for economically viable participation in
the electricity market, both on the demand and
supply sides.

Acquisition of CO, capture (CCS) competences;
Acquisition of coal gasification competences;
Extension of the value chain in the great chemi-
cal synthesis sector. Execution of joint projects
with companies operating in that sector will
contribute to increasing gas sales and enable the
Company to develop some of its domestic gas
fields. PGNiG may in the future develop equity
links with chemical companies if circumstances
become conducive to forming such partnerships.
Alliances with petrochemical companies. Such
companies may form a natural extension of
PGNiG's value chain, especially in the area of
exploration and production of natural gas and
crude oil, both domestically and abroad, as well
as in the area of using natural gas as fuel for
power plants, crude oil processing and storage
of crude oil and petroleum products.

2010
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The PGNiG Group companies are engaged in gas

and oil exploration and production projects

both in Poland and abroad - in Africa, Asia and
Europe. As a result of exploration work, as well

as geophysical and seismic surveys, increasing
quantities of petroleum can be classified as reserves.
Although in 2010 gas and oil were produced only
domestically, in 2011 the PGNiG Group expects to
launch production from the Norwegian fields.

Exploration
and Production

Key Events in 2010:

beginning of work on shale gas deposits;

e increase in natural gas production by 100 million
cubic metres year on year;

acquisition of new exploration licences on the
Norwegian Continental Shelf.

The activities pursued by the PGNiG Group's
Exploration and Production segment comprise
geophysical and geological surveys, as well as
exploration for and production of natural gas and
crude oil. At present, the Group produces natural
gas and crude oil only from Polish fields. Foreign
production is scheduled to be launched in the
second half of 2011, within a licence area located
on the Norwegian Continental Shelf. For its needs,
the segment uses the capacities of the gas storage
facilities in Bonikowo, BrzeZnica, Daszewo, Stracho-
cina and Swarzéw.
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Financial Performance

The Exploration and Production segment derives
revenue mainly from unregulated sales of natural
gas and crude oil, as well as the provision of geo-
logical, geophysical and exploration services. In
2010, the segment posted PLN 588 m in net operat-
ing profit, an improvement of PLN 414 m relative
to 2009. In 2010, the Group recorded improved
margins on crude oil sales, driven by a 28% rise in
the selling prices. The higher prices at which sales
were transacted followed from a 29% rise in crude
oil prices on global markets. Other drivers of the
segment’s performance included a surge in rev-
enue from geological, geophysical and exploration
services provided by service companies (a total
increase of PLN 85m between 2009 and 2010),
and lower costs of dry wells written off, as their
number fell from 16 in 2009 to seven in 2010.

Exploration
and Production

Geological, Geophysical and
Exploration Services

Exploration for natural gas and crude oil is carried
out both in Poland and abroad. Exploration work
consists in analyses of historical and geological
data, seismic surveys and drilling. It is carried

out mostly in reliance on companies of the PGNiG
Group:

e exploration services — drilling work is performed
by PNiG Jasto, PNiG Krakéw and PNiG Nafta;
geological services — seismic acquisition,
processing and interpretation of seismic data
and well logging are performed by Geofizyka
Krakéw and Geofizyka Torun;

support services — specialist services supporting
the performance of exploration and production
work are provided by Poszukiwania Naftowe
Diament and Zaktad Robét Gérniczych Krosno.

The Exploration and Production segment’s operating result (PLN m)

2010 588

2009 = 7/

2008 918
2007 1019
2006 988

A schematic of facilities installed on an unconventional deposit

Layer of
gas-bearing
sandstone

Particles of sand injected into the formation together with
water prevent fractures from closing, enabling gas recovery

As at the end of 2010, PGNiG held 89 exploration
and appraisal licences, covering a total acreage of
58 thousand square kilometres, 222 licences for
gas and oil production in Poland, nine licences for
underground storage of gas and three licences for
storage of waste. Throughout 2010, the Ministry of
the Environment awarded PGNiG four new licences
for oil and gas exploration and appraisal and seven
new production licences. The licences on which PG-
NiG operates are located mainly in south-eastern
Poland. Currently, PGNiG's operations are focused
in three regions: the Carpathian Mountains, Car-
pathian Foothills and the Polish Lowlands. In these
regions, work was carried out on 25 boreholes (in
the case of one borehole drilling ended in 2009,
and formation testing was performed in 2010).
Out of 14 wells with known test results, nine were
classified as positive (including six gas wells, one
oil well and two oil and gas wells), whereas the
remaining five wells were dry.

In 2010, geophysical work was carried out under
the licences located in the Carpathian Mountains,
Carpathian Foothills and the Polish Lowlands, as
part of which 1.8 thousand kilometres of 2D seis-
mic lines and 595 square kilometres of 3D seismic
profiles were acquired.

Unconventional Gas

The newest sources of unconventional gas are
shale gas and tight gas deposits. While gas-bearing
shale is encountered all over the world, it is com-
mercially exploited only in the US, where shale gas
production has been growing strongly — between
1996 and 2006 alone, it grew from 8.5 billion to

25 billion cubic metres. At present, shale gas ac-
counts for some 10% of total US gas production.

In recent years, as many as 4 thousand new wells
have been drilled in the US, which — despite signifi-
cant costs — are able to produce gas at sustainable
rates for as long as 30 years. It is estimated that
the cost of an unconventional well is about three
times higher than in the case of conventional plays.

In Poland, too, there has been surging interest

in shale gas, which — according to estimates — is
buried at depths ranging from 500 metres to
4kilometres, within a sidelong belt stretching
from central Pomerania to the Lublin Province,
and within the foreland of the Sudeten Mountains.
In recent years, the Ministry of the Environment
has awarded more than 70 licences for unconven-
tional gas exploration to over 40 entities, of which
around 20% have been awarded to PGNiG. In addi-
tion, the PGNiG Group companies carry out seismic
surveys and drilling work contracted by foreign
companies, which is a source of additional revenue
for the Group. In 2011, PGNiG plans to allocate
approx. PLN 100-200 m for exploration projects
focusing on unconventional gas plays in Poland.

Water injected under pressure fills
and expands fractures in sandstone
within a 40m — 100 m radius

Vertical
well
(4738 m)

Horizontal
well
(1500 m)

Currently, companies interested in unconventional
gas are finishing analyses of back-file materials
obtained from earlier, fairly extensive, geological
drilling in Poland. Some of them have also acquired
additional seismic and performed geochemical
surveys. At the end of 2010 and beginning of 2011,
several companies started to drill wells target-

ing shale gas — the initial results seem promising.
However, we will not be able to evaluate Poland’s
shale gas reserves and design technical solutions
enabling their recovery any sooner than in two to
three years.

In 2010, PGNiG completed drilling of the Marko-
wola-1 well in the Lublin Province. As the well
logs confirmed the probability of presence of an
unconventional gas (tight gas) deposit, a hydraulic
fracturing operation was carried out in the well.
Since no commercial gas flow rates were recorded,
the well was classified as dry and intended for
abandonment. In March 2011, PGNiG drilled the
Lubocino-1 well on plays near Wejherowo, in
northern Poland. The initial results indicate satis-
factory rates of gas flow.
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Licence: PL159, PL212, PL212B, PL212E, PL262
Interests: PGNiG Norway (11.9%)

BP Norge (23.8% — operator)

Statoil Petroleum (36.2%)

E.ON Ruhrgas Norge (28.1%)

The licences on the Skarv/Snadd/Idun fields were
acquired in 2007. Based on data endorsed by the
Norwegian Petroleum Directorate, total reserves of
the field amount to 42.1 billion cubic metres of gas,
16.5 million cubic metres of oil and condensate and
5.5 million tonnes of NGL. The development project
includes the drilling of 16 wells, including seven oil
producers, five gas producers and four injectors,
which will later be converted into gas producers

to maximise the recovery of the field's reserves.
0Oil and gas from the Skarv/Snadd/Idun field will
be produced using a floating production, storage
and offloading vessel (FPSO). In 2010, the FPSO
platform was launched from a Korean shipyard. In
the first half of 2011, it was transported to a port

in Karsto. Hydrocarbons produced by the FPSO

will be transported by shuttle tankers and via

the Gassled Area B System gas transport (export)
pipeline to the mainland terminal in Karsto. The
FPSO platform will be anchored at a selected loca-
tion with anchor lines. It is the largest vessel of this
kind in the world, measuring 292 metres in length
and 52 metres in width. Its load capacity amounts
to 140 thousand cubic metres (880 thousand boe).
The expected load capacity of the shuttle tankers
operating on the Skarv field will amount to approx.
135 thousand cubic metres (850 thousand boe).
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was laid, connecting the Skarv field to the existing
transmission infrastructure on the Norwegian Con-
tinental Shelf. The field's operator is BP Norge.

Licence: PL326

Interests: PGNiG Norway (10%)
Norske Shell (50% — operator)
Statoil Petroleum (30%)
GDF SUEZ E&P Norge (10%)

The licence acreage, including the Gro gas dis-
covery, comprises four blocks with a total area of
1,671 square kilometres. Gro is a gas field discov-
ered within the Vgring basin, in the western part
of the Norwegian Sea, where water depth exceeds
1,000 metres. The licence is located some 365 kilo-
metres off the coastline (the approximate distance
from the town of Sandnessjgen). The presence of
gas accumulations was confirmed by a well drilled
in 2009. In 2010, an appraisal well was drilled
using the Aker Barents drilling rig. Moreover, in
the second half of 2010, the 3D seismic acquired

to supplement the surveys carried out in 20043@9__

2009 started to be reviewed. At the beginning of

the second half of 2011, a decision to drill another

well is due. The field’s operator is Norske Shell.
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troleum Limited (30%)

overs a total area of 956 square
es. In 2008, 162 kilometres of 2D seismic

es were processed, based on which a decision
to drill an exploration well in the southern part of
the block was made — the well reaching the depth
of nearly 3 kimetres was drilled by PNiG Krakdw,
pany of the PGNiG Group. In the second half
09, the drilling of the first exploration well
an-1 was completed with positive results and
commenced to assess its likely performance.
2011, PGNiG plans to complete the construction

launch test production. It also expects to drill and
test another well.

of a connection to the transmission network and to

Interests: PGNiG Norway (30%)
E.ON Ruhrgas Norge (40% — operator)
Statoil Petroleum (30%)

The licence is located approx. 10 kilometres off the
Skarv/Idun fields. In 2009 and 2010, the licence
acreage was covered by seismic surveys, as well as
geological and geophysical analyses and interpre-
tations. The first exploration well is scheduled to
be drilled in late 2011. The field’s operator is E.ON
Ruhrgas Norge.

Licence: PL521

Interests: PGNiG Norway (35%)
StatoilHydro (40% — operator)
Svenska Petroleum Exploration
Norge (25%)

The licence was awarded in the 20th licensing

round. In 2010, 3D seismic surveys were com-

pleted. In 2011, the acquired seismic data will

be interpreted. A decision whether to drill an

exploration well is due in 2012. The field's operator
s StatoilHydro.
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Resources

The volumes of Poland’s resources are evalu-

ated by the Mineral Resources Commission and
endorsed by the Ministry of the Environment. As
at the end of 2010, the combined documented
reserves of natural gas and crude oil amounted

to 754 million boe, including 598 million boe

(95 billion cubic metres) of gas and 155 million boe
(21 million tonnes) of oil. In 2010, the total reserves
to production ratio (R/P) stood at 25. This implies
that with the current level of gas and oil produc-
tion, the reserves would last for another 25 years.

In 2010, petroleum volumes classified as recover-
able reserves were increased by 22 million boe,
including 17 million boe (2.7 billion cubic metres)
in the case of gas and 5 million boe (710 thousand
tonnes) in the case of oil.

The R/P (reserves to production) ratio —in 2005-2010 (in years)

7 25.79

25.81

Production

In 2010, the production of natural gas and crude oil
with condensate amounted to 30.34 million boe,
out of which gas accounted for 88% and oil with
condensate — for 12% of total production. The re-
spective production volumes amounted to 4.24 bil-
lion cubic metres (26.67 million boe) of gas and

501 thousand tonnes (3.67 million boe) of oil with
condensate. In Poland, oil and gas are produced
mainly in the north-west and south-east, as part of
the operations of two PGNiG branches, one based
in Zielona Géra and the other — in Sanok.

PGNiG produces two types of gas with different
calorific values — high-methane and nitrogen-rich
gas — at 68 production sites located throughout
Poland. In 2010, high-methane gas was produced
at 46 sites, including 26 gas production facilities
and 20 oil and gas production facilities. Nitrogen-
rich gas was produced at 22 sites, including

14 gas production facilities and eight oil and gas
production facilities. A portion of nitrogen-rich gas
is further treated at the Odolanéw and Grodzisk
Wielkopolski Denitriding Plants. Gas with low
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methane content is processed in extremely low
temperatures. Once its denitriding is completed,
the gas is transmitted to the high-methane gas
system. In 2010, the conversion of nitrogen-rich
gas into high-methane gas yielded 1.36 billion cu-
bic metres of gas, up by 21% on 2009. The process
also yields by-products, including liquefied natural
gas (LNG), liquid and gaseous helium and liquid
nitrogen.

In order to maintain hydrocarbon production or
counteract the natural decline in production yields
in 2010, 35 wells whose technical condition made
further production impossible were subject to
major remedial treatment, out of which four wells
were subsequently converted into injectors and
five wells were abandoned due to their bad condi-
tion or lack of commercial gas flow rates following
the remedial treatment. Additionally, in 2010, a
total of 49 enhanced recovery technique applica-
tions and well interventions were carried out in
order to sustain or increase the rates of recovery
or to improve absorption rates in injectors.

Exploration
and Production

Crude oil production is focused in western Po-
land, including currently the largest field — BMB
(Barnéwko—Mostno—Buszewo), which in 2010 ac-
counted for 76% of total oil production (372 thou-
sand tonnes). In 2010, the volume of crude oil and
condensate production amounted to 501 thousand
tonnes. This represents a year-on-year decrease
of 3 thousand tonnes (0.7%), compared with

504 thousand tonnes of oil produced in 2009.

One of the major projects implemented in Poland
in recent years to increase the production of oil
and - to a lesser extent — of gas is the development
of the Lubiatéw—Miedzychéd—Grotéw (LMG) fields
in the vicinity of Gorzéw Wielkopolski. As part of
that project, PGNiG is engaged in the construction
of the LMG Central Facility to serve as a hub for
collection, distribution and treatment of reservoir
fluids, as well as the construction of the Dispatch
Terminal in Wierzbno, to support collection and
shipment of crude oil. Crude oil will be transported
by rail tankers and injected into the PERN pipeline,
through which oil flows to Germany. Additionally,
any surplus gas production will be transmitted

via the pipeline running from the production site
to the Grodzisk Denitriding Plant. The launch of
production from the LMG field is scheduled for
2013. It is expected to result in a two-fold increase
in domestic oil production. In 2010, the amount of
capital expenditure on the project ran to PLN 415m
(compared with PLN 258 m incurred in 2009). The
total value of the project is estimated at approx.
PLN 1.6 bn.

The PGNiG Group's international expansion started
in 2007, with the acquisition of interests in the
Skarv/Snadd/Idun exploration and production li-
cence on the Norwegian Continental Shelf. Produc-
tion from the Skarv/Snadd/Idun field is scheduled
to be launched in the second half of 2011, and is
expected to reach about 100 million cubic metres
of gas and 90 thousand tonnes of crude oil already
in 2011. The target production volume in 2012 is
approx. 400 million cubic metres of gas and ap-
prox. 400 thousand tonnes of oil. Natural gas will
be transported to mainland Europe, whereas crude
oil will be sold straight “from the wellhead".

Sale

Natural gas is sold by PGNiG’s Exploration and
Production segment directly from the fields
(outside of the transmission system), from which
it is supplied to specific customers via dedicated
pipelines. Sales are transacted on free market
terms, and the delivery terms(including pricing) are
agreed individually with the customers on a case-
by-case basis, depending on the characteristics of
a given project. Natural gas is purchased directly
from the fields mainly by industrial customers
(including: Elektrocieptownia Zielona Géra SA, PGE
Elektrocieptownia Gorzéw SA, Zaktady Azotowe

w Tarnowie-Moscicach SA and Arctic Paper
Kostrzyn SA). This form of purchase is preferred
by customers located in close proximity to the gas
production sites. Sales of natural gas directly from
the fields enable commercially viable development
of gas reserves whose quality deviates from net-
work standards and to attract customers in whose
case deliveries of system gas are not feasible for
technical or economic reasons.

In 2010, direct sales of gas accounted for less

than 5% of PGNiG's total sales and amounted to
674 million cubic metres, up by 5% on 2009. Direct
sales from the fields are made both in the case

of high-methane and nitrogen-rich gas —in 2010,
54 million cubic metres of high-methane gas and
620 million cubic metres of nitrogen-rich gas were
sold in this way.

Crude oil is sold by PGNiG on free market terms

and priced by reference to the crude prices on

international markets. PGNiG's sales of crude oil

are made:

e via pipelines to foreign customers,

e using wheel transport (by road and rail tank-
ers) — to domestic customers.

Sales of crude oil with condensate (‘000 tonnes)

2010 500

Sales of gas directly from the fields (million cubic metres) *

2010 674

* Measured as high-methane gas equivalent.

In 2010, foreign customers accounted for 42%
of total oil volume sold. The oil was transported
through the Druzhba pipeline to German refineries.

In addition to non-tariff sales of gas directly from
the fields and sales of oil, PGNiG’s portfolio com-
prises a number of other products, such as helium,
nitrogen, sulphur, condensate and propane/
butane.

Investment Projects

In 2010, the Exploration and Production Segment
incurred capital expenditure of PLN 2.19bn. In

the area of exploration, capital expenditure was
chiefly incurred on nine wells drilled with positive
results, wells on which work is still under way,

and five wells which proved to be dry. Funds were
also spent on the Skarv project, which involves the
development of fields on the Norwegian Continen-
tal Shelf using a floating production, storage and
offloading (FPSO) vessel. 2010 saw the completion
of the LMG Central Facility, which will serve as a
hub for collection, distribution and treatment of
reservoir fluids, and continued work on the con-
struction of the high-pressure gas pipeline com-
plete with a fibre optic cable from the Koscian Gas
Production Facility to KGHM Polkowice-Zukowice
to support direct sales of natural gas. Other invest-
ment projects involved the development of gas
reserves, including those already in production,
projects executed in order to sustain or restore
hydrocarbon production rates, and projects related
to the operation of the hydrocarbon production
area.
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Trade
and Storage

Key Developments in 2010:

execution of an annex to the contract with
Gazprom Export for the supplies of gaseous
fuel, increasing the maximum annual volume of
imported gas and granting PGNiG a discount for
deliveries made in 2010 — 2014;

launch of the underground storage facility for
nitrogen-rich gas in Bonikowo;

increase in mandatory stocks of natural gas,
the use of which is within the discretion of the
Ministry of Economy, to 20 days’ worth of aver-
age daily imports (530 million cubic metres) as of
October 1+t 2010.

The Trade and Storage segment sells imported
natural gas and natural gas produced from
domestic fields. Imported gas is sourced mainly
from countries lying east of Poland. Natural gas
is sold through the distribution and transmission
networks, and its sale is regulated by the Energy
Regulatory Office (“URE"). For its own needs, the
segment uses three underground gas storage
facilities (in Mogilno, Wierzchowice, and Huséw).
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Financial Performance in 2010

In 2010, the Trade and Storage segment recorded
PLN 815m in net operating profit, an improvement
of PLN 703 m relative to 2009. The improvement
was attributable to higher profitability of high-
methane gas sales, following a 6% decrease in the
price of imported gas, due primarily to a weaker US
dollar. The segment’s improved performance was
also the result of the PLN 158 m discount on gas
supplied under the contract with Gazprom-Export.

Tariff Policy

Prices at which PGNiG sells natural gas are regu-
lated by the Energy Regulatory Office (URE). The
URE’s regulatory powers include the right to ap-
prove gaseous fuel tariffs and control their applica-
tion in terms of compliance with the Polish Energy
Law, to analyse and review costs which energy
companies consider relevant for the calculation

of tariff prices and charge rates, and to exercise
overall supervision over energy companies. The
tariff prices and charge rates are crucial to the
ability to generate satisfactory revenue, taking into
account the justified costs and return on capital
employed. The methodology applied to prepare
tariffs is based on the determination of prices and
charge rates against forecast costs and gas sales
targets, and the calculation takes into account the
costs of gas from all sources, i.e. both imported
and domestically produced gas.

PGNiG supplies gaseous fuel to customers connect-

ed to the transmission grid and those connected

to the distribution network, under comprehensive

contracts which define:

e prices, subscription fees and rates of network
charges applicable to settlements with custom-
ers receiving gaseous fuels from the transmis-
sion grid;

e prices, subscription fees and rates of network
charges applicable to settlements with custom-
ers receiving gaseous fuels from the distribution
networks;

e the manner of determining price reductions for
failure to maintain the quality parameters for
gaseous fuels and quality standards in customer
service, and the manner of determining charges
for exceeding the contractual capacity.

Trade and Storage

In 2010, due to the volatility of the US dollar, which
is the settlement currency for gas imports, and due
to fluctuations in global oil prices, the gaseous fuel
tariff was changed several times (high-methane
gas prices — type E):

e From June 1t 2009 to May 31 2010, the tariff
for gaseous fuel was PLN 910 per 1,000 cubic
metres , down by 8.8% relative to the tariff
previously in effect;

e From June 1¢ to September 30* 2010, the tariff
for gaseous fuel was PLN 954.50 per 1,000 cubic
metres, up by 4.9% relative to the tariff previ-
ously in effect;

e From October 1% to December 31 2010, the tar-
iff for gaseous fuel was PLN 1,015.50 per 1,000
cubic metres, up by 6.4% relative to the tariff
previously in effect;

e From January 1t 2011, the tariff for gaseous fuel
was PLN 982.70 per 1,000 cubic metres, down
by 3.2% relative to the tariff previously in effect.

Imports

PGNiG is the largest importer of natural gas to
Poland. Gas is mainly imported from Russia and
Germany. The existing gas infrastructure supports
natural gas imports from:

e the East — through the cross-border points in
Drozdovitse (on the Polish-Ukrainian border),
Kondratki, Vysokoye and Teterovka (on the
Polish-Belarusian border);

o the West — through the cross-border point in
Laséw;

e the South — through the cross-border point in
Branice or, alternatively, in Gtuchotazy.

In 2010, PGNiG imported 10.07 billion cubic metres
of high-methane gas, including 9.03 billion cubic
metres (89.7%) from Russian supplier 000 Gaz-
prom Export, and 1.03 billion cubic metres (10.3%)
from Verbundnetz Gas AG (VNG) of Germany.

Several projects are currently under way in Poland
aimed to increase natural gas imports. These
include:

e Increase of the throughput capacity of the
existing crodd-border point in Laséw on the
Polish-German border from 0.9 billion to 1.5 bil-
lion cubic metres starting from Q4 2011 (two-
way connection) — the project is being executed
by GAZ-SYSTEM;

Construction of a new interconnector to the Ger-
man system, with a throughput capacity of up to
3 billion cubic metres (the project is in the design
phase, carried out by InterTransGas, in which
PGNiG and VNG each hold a 50% interest);

e Construction of a new interconnector to the
Czech system, with an annual throughput
capacity of approx. 0.5 billion cubic metres. The
launch of the project (two-way connection),
executed by GAZ-SYSTEM, is scheduled for the
end of 2011;

Construction of an LNG terminal in Swinoujscie.
In the first phase (until 2020), the terminal will
have an annual throughput capacity of 5 billion
cubic metres. The project is being executed by
Polskie LNG (a wholly-owned subsidiary of GAZ-
SYSTEM). The contracted supplies of 1 million
tonnes of liquefied natural gas annually (approx-
imately 1.5 billion cubic metres of natural gas)
are due to commence in mid-2014.

Imports of natural gas to Poland in 2006-2010 (billion cubic metres)

2010

10,066

2010 A1



Sale

PGNiG is the largest domestic seller of high-
methane and nitrogen-rich natural gas fed into

the transmission and distribution networks. Sale

of natural gas is regulated by the Polish Energy
Law, and gas prices are determined based on the
tariffs approved by the President of the Energy
Regulatory Office. In 2010, PGNiG sold 14.42 billion
cubic metres of natural gas, including 13.75 billion
cubic metres (95.4%) sold by the Trade and Storage
segment.

Sale of natural gas in Poland is based on the fol-
lowing two systems:

e the high-methane gas network used for im-
ported gas, gas produced from fields in southern
Poland, as well as gas leaving the denitriding
facilities, which is produced from fields in west-
ern Poland;

the nitrogen-rich gas network serving to route
gas from the production sites to the denitriding
facilities and to customers from fields located in
the Polish Lowlands.

PGNiG owns and operates two denitriding facilities:
in Odolanéw and Grodzisk Wielkopolski. The launch
of the Grodzisk Wielkopolski facility will allow it to
increase production of nitrogen-rich gas from the
Wielichowo, Jabtonna and Paproc fields.

In terms of sales volume, PGNiG's largest custom-
ers included the chemical, metallurgical and power
industries, as well as households. In 2010 house-
holds made up the largest group of customers
purchasing natural gas, accounting for 97% of the
entire customer base (approximately 6.4 million).
Their share in the total sales volume of the Trade
and Storage segment was approximately 28%.

Sales of natural gas in 2006 — 2010 (billion cubic metres)

2017 () | [ 7

2009 13,28
2008 13,86
2007 13,68
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Transit

PGNiG is a shareholder in EuRoPol GAZ, the owner
and operator of the Polish section of the Yamal
Pipeline. Gas produced in northern Russia is
transported via the Yamal-Europe Pipeline, with
the total length of 4,196 kilometres, to countries in
Western Europe. The Polish section of the pipeline
is 682 kilometres long and has a diameter of

1.4 metres. It has two cross-border interconnector
points, located in Wioctawek and Lwéwek Wielko-
polski. In 2010, the pipeline transmitted 27.7 billion
cubic metres of natural gas through the territory of
Poland, 13% less than in 2009.

Trade and Storage

Other industrial customers
21.1%

Producers of building
materials and ceramics
6.5%

Glass works
8.2%

Iron and steel works
6.2%

Sales of natural gas to industrial customers through
the Trade and Storage segment in 2010

Nitrogen processing
plants
26.1%

Power
and CHP plants
7.3%

Heat-generating plants
4.0%

Refining and petrochemical

Food industry industries

CNG

Compressed natural gas (CNG) may be used as
engine fuel in vehicles. Such application of CNG is
both environment-friendly and economical. There
are around 13 million CNG-fuelled vehicles all over
the world and numerous countries have developed
mechanisms supporting the use of natural gas as
engine fuel. The number of CNG-fuelled vehicles
in Poland as at the end of 2010 was estimated at
2.2 thousand, mostly owned by public transport
companies and private road carriers. As at the end
of 2010, PGNiG operated 30 CNG filling stations.

9.3% 11.3%

Investment Projects

In 2010, capital expenditure incurred in the Trade
and Storage segment was PLN 553 m. The major
investment projects were related to the construc-
tion and expansion of underground gas storage
facilities and included:
e construction of the surface part of the Wierzcho-
wice Underground Gas Storage Facility;
e completion of the construction of a leaching
installation along with pipeline for brine dis-
charge, as well as of the drillings for the needs
of the Kosakowo Underground Gas Storage
Cavern Facility, and commencement of leaching
work in two caverns of the facility;
construction of four caverns of the Mogilno
Underground Gas Storage Cavern Facility.

In addition, the investment projects carried out in
the Trade and Storage segment included informa-
tion and communication technology projects,
purchase and clarification of the legal status of
real property and construction work related to gas
pipelines.
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Storage Facilities

PGNiG owns and operates eight underground gas
storage facilities, located in two different types
of geological structures (salt caverns or depleted
gas and oil reservoirs), with different injection
and withdrawal capacities. Six of them are used
to store high-methane gas and two — to store
nitrogen-rich gas.

PGNiG’s Underground Gas Storage Facilities allow
it to maintain continuous supplies in periods of
increased demand (winter), as well as an adequate
level of stocks in case of short-term disruptions in
supplies caused by system failures or limited avail-
ability of gas. Thanks to the facilities, PGNiG is able
to meet its obligations under the Act on Stocks.
They also help optimise the natural gas supply
chain and enable PGNiG to respond to sudden
short-term changes in demand. Moreover, as the
operator of the facilities, PGNiG is able to maintain
steady production levels throughout the year: in
periods of reduced demand, gas is injected into the
storage facilities, while in times of peak demand
(which cannot be satisfied with ongoing produc-
tion), it is withdrawn from the Facilities.

In response to the market demand for gas stor-
age services, PGNiG has separated a dedicated
branch, a Storage System Operator, responsible for
providing third-party access to the capacities of
the storage facilities. The branch is being gradually
transformed into a separate company — Operator
Systemu Magazynowania Sp. z 0.0. (wholly-owned
by PGNiG), which is due to commence activities in
2011.
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In 2009, PGNiG made available a total of 627 million
cubic metres of working capacity of its storage
facilities as part of package services on a continu-
ous and intermittent basis. As of July 2010, PGNiG
made available for TPA purposes, under short-term
contracts, an additional 8 million cubic metres of
working capacity.

As at the end of 2010, the total working capac-

ity of the underground storage facilities was

1.60 billion cubic metres for high-methane gas
and 0.23 billion cubic metres for nitrogen-rich
gas. In the high-methane gas storage facilities
PGNiG maintains mandatory stocks, the use of
which is within the discretion of the Ministry of
Economy. The Wierzchowice, Huséw and Mogilno
Underground Gas Storage Facilities currently allow
PGNiG to meet its obligation to maintain manda-
tory stocks of natural gas, imposed upon it by the
Act on Stocks of Crude Qil, Petroleum Products and
Natural Gas, as well as on the Rules to be Followed
in the Event of a Threat to National Fuel Security
or a Disruption on the Petroleum Market, dated
February 16t 2007. Since October 2010, the level
of mandatory stocks has been increased from

413 million to 530 million cubic metres

of natural gas.

Currently, PGNiG operates the
following storage Facilities:

the Bonikowo Underground Gas Storage Facility —
launched in 2010 in a partially depleted natural gas
reservoir. It is a nitrogen-rich gas storage facility,
which helps optimise the domestic production.
The facility’s working capacity is 200 million cubic
metres.

the Brzeznica Underground Gas Storage Facility —
high-methane gas storage facility with the working
capacity of 65 million cubic metres Its working
capacity is planned to be increased to 100 million.

the Huséw Underground Gas Storage Facility —
high-methane gas storage facility with the working
capacity of 350 million cubic metres. Currently,
planning work is under way to assess the feasibility
of expanding the working capacity of the Huséw
site to 500 million cubic metres.

the Mogilno Underground Gas Storage Facility —
high-methane gas storage facility with the working
capacity of 370 million cubic metres. The facility

is located in salt caverns, which enables high
injection and withdrawal capacities to be achieved.
Since 2008, the Mogilno site has been undergo-
ing expansion designed to increase its capacity to
800 million cubic metres. The work is scheduled for
completion in 2018.

the Strachocina Underground Gas Storage Facility —
high-methane gas storage facility with the capacity
of 150 million cubic metres, currently undergoing
expansion designed to increase its capacity to

330 million cubic metres. The work is scheduled for
completion in July 2011.

the Swarzéw Underground Gas Storage Facility —
high-methane gas storage facility with the working
capacity of 90 million cubic metres. The Swarzéw
site is one of the oldest gas storage facilities in
Poland.

the Wierzchowice Underground Gas Storage Facil-
ity — high-methane gas storage facility, partially
located in a depleted nitrogen-rich gas reservoir.
With the working capacity of 575 million cubic
metres, it is the largest underground gas stor-

age facility in Poland. A project is under way to
increase its working capacity to 1,200 million cubic
metres in 2012. Its further expansion is possible, to
3,500 million cubic metres of working capacity.

the Daszewo Underground Gas Storage Facility —
storage facility for Ls nitrogen-rich gas, with the
capacity of 30 million cubic metres, located in a
partially depleted crude oil reservoir. In the future,
the facility may be used to store high-methane
gas. The geological conditions make it possible to
expand its capacity to 60 million cubic metres.

Trade and Storage

Location of Underground Gas Storage Facilities

UGS
Bonikowo
200
uGs
Daszewo
30

UGS
Wierzchowice
575/1200 UGSC
Mogilno
370/800
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UGS - Underground Gas Storage Facility Brzeznica
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UGSC — Underground Gas Storage Cavern Facility
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The following storage facility is currently under
construction:

the Kosakowo Underground Gas Storage Cavern
Facility — high-methane gas storage facility, to

be located in the vicinity of the Gdansk-Gdynia-
Sopot agglomeration. The project provides for the
construction of 10 caverns in a salt deposit. The
construction of initially 100 million cubic metres of
the storage capacity is scheduled to be completed
by 2014, while its further expansion to 250 million
cubic metres is to be completed by 2020.

In 2010, under the EU’s Infrastructure and Environ-
ment Operational Programme, PGNiG and the Oil
and Gas Institute of Krakéw executed an agree-
ment on co-financing of the following projects:
“The Wierzchowice Underground Gas Storage
Facility” (up to PLN 503.6 m), “The Kosakowo Un-
derground Gas Storage Cavern Facility” (up to PLN
93.5m), “The Strachocina Underground Gas Stor-
age Facility” (up to PLN 53.2 m) and “The Mogilno
Underground Gas Storage Cavern Facility” (up to
PLN 23.1m). The amount of co-financing depends
on the fulfilment of a number of conditions speci-
fied in the respective agreements.

Working capacities of the underground gas storage facilities (million cubic metres)

High-methane gas

2010 Target capacity Year expansion

completed
BrzeZnica 65 100
Huséw 350 350 )
Kosakowo 0 250 2020
Mogilno 370 800 2018
Strachocina 150 330 20m
Swarzéw 90 90 )
Wierzchowice 575 1200 2012
Nitrogen-rich gas
Bonikowo 200 200
Daszewo 30 30
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Through six regional gas distribution companies,
natural gas is supplied to households as well as to
SME sector customers. In 2010, 9.28 billion cubic
meters of natural gas were distributed through the
gas distribution network. Thanks to the professional
skills and expertise of nearly 14 thousand staff,
every day our customers can feel in their homes the
warmth and comfort offered by natural gas.

Distribution

Key Events:

e June 1%t 2010 saw the coming into force of new
tariffs for the distribution services provided by
the Gas Distribution Companies, higher by 3.1%
for high-methane gas, and by 3.8% for nitrogen-
rich gas.

in 2010, the distribution network was extended
by approximately 1.5 thousand kilometres.

The segment’s core business consists in the
transmission of high-methane and nitrogen-rich
gas, as well as small amounts of propane-butane
and coke-oven gas, via the distribution network.
Natural gas distribution is the business of six

Gas Distribution Companies, which supply gas to
households, as well as to industrial and wholesale
customers. Additionally, they are responsible for
the operation, maintenance and extension of the
distribution pipelines, as well as for connecting
new customers to their grids.
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Greater Poland GC
15.5 ths. km of network

Lover Silesian GC
7.7 ths. km of network

Upper Silesian GC
20.9 ths. km of network

GC - Gas Company

Financial Performance in 2010

The Distribution Segment generates revenue from
transmission of natural gas via the distribution
network. Gas distribution tariffs are determined by
the Energy Regulatory Office. Revenue of the six
Gas Distribution Companies is subject to seasonal
fluctuations throughout the year. The largest

gas volumes are transmitted via the distribution
network in winter (Q1 and Q4 of each year). The
Distribution Segment closed 2010 with an operat-
ing profit of PLN 1.491bn, up by PLN 405m on
2009. This improvement was mainly the result of

Pomeranian GC
9.6 ths. km of network

Mazovian GC
18.9 ths. km of network

Carpatian GC
44.8 ths. km of network

the reversal of a portion of impairment losses on
the distribution companies’ assets, amounting to
PLN 659 m (compared with PLN 494m in 2009).
Moreover, lower temperatures in the winter season
contributed to a 600 million cubic meters rise in
the volumes of distributed gas, which — coupled
with higher distribution charges and network

rates — resulted in a substantial growth of revenue
from the services provided by the Gas Distribution
Companies.

Distribution

Tariff Policy

The Gas Distribution Companies forming part of
the PGNiG Group have the status of Distribution
System Operators. Until mid-2007, the distribution
companies of the PGNiG Group were involved in
both trade in and distribution of gas. In accordance
with the requirements of the Polish Energy Law,
which implemented the requirements of EU Direc-
tive No. 2003/55/EC, in 2007 PGNiG legally sepa-
rated the distribution and trade businesses. As a
consequence, in mid-2007 the Distribution System
Operators were spun off (currently: Gas Distribu-
tion Companies). Since Q4 2007, the entire trade
business, including retail sales and wholesale, was
integrated into PGNiG SA.

Distribution activities are conducted under licenc-

es. This means that the Gas Distribution Companies

must seek the approval of the Energy Regulatory

Office with regard to rates of charges for gas fuel

distribution. The tariffs define:

e rates of charges for gas fuel distribution services
and subscription fees;

e the formula for determining the fees for con-
necting customers to the high-, medium- and
low-pressure networks.

Moreover, the tariff defines the manner of deter-
mining the charges for exceeding the contractual
capacity, penalties for illegal abstraction of gas
fuels and Failure to comply with the imposed limi-
tations, as well as of price reductions for failure to
maintain quality standards in customer service.

Volumes of gas distributed by Gas Distribution Companies in 2009 — 2010 (MM m?3)
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Gas Fuel Distribution

In 2010, the Gas Distribution Companies trans-
ported 9.28 billion cubic metres of natural gas. This
represents a 0.60 billion cubic metres (7%) rise in
relation to 2009, when they transported 8.68 bil-
lion cubic metres of gas. As at the end of 2010, the
length of the distribution network (excluding con-
nections) was 117 thousand kilometres. In aggre-
gate, the six Gas Distribution Companies provide
services to approximately 6.6 million customers.
In 2010, almost 60 thousand new customers were
connected to the network.

DSG GSG KSG  MSG PSG  WSG Total

No. of customers
(millions)

0.75 13 14 1.5 075 0.9 6.6

Volume of distributed gas

(millions of cubic metres) 1078 1466 1924 2132 992 1688 9280

Network length excluding connections
('000 km)

774 2088 4476 18.90  9.59 15.49 117.36

Investment Projects

In 2010, capital expenditure incurred in the Distri-
bution Segment amounted to more than PLN 1bn.
As part of their investment activities, the Gas
Distribution Companies connected new custom-
ers to their grids and upgraded and expanded the
gas network. The segment’s expenditure on the
network accounted for approximately 80% of the
aggregate capital expenditure.
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Power Sector

The PGNiG Group's entry into the power sector will
facilitate its transformation into a multi-energy
operator. PGNiG Energia will focus on the generation
of electricity and heat and trading on the wholesale
electricity market, while PGNiG SA will provide its
existing and prospective customers with a “dual-fuel”

offering.

Key Developments:

e commencement of work on the
Elektrocieptownia Stalowa Wola project — execu-
tion of agreements concerning the operation of
the SPV;

planning and analyses for projects designed to
increase the PGNiG Group's involvement in the
power sector.

Development

Initially, PGNiG Energia will focus on small and
medium-sized gas-fired cogeneration projects,
pilot biogas projects, and trading on the electricity
market. Once completed, the power projects will
materially stimulate the demand for natural gas in
Poland. PGNiG Energia’s activities will also extend
the value chain of the PGNiG Group and its product
offering through the sale of not only gas, but also
electricity and heat.

PGNiG's strategic goal is to hold, by 2015, interests
in power plants equivalent to the aggregate
installed capacity of 300 MW, which will involve
the execution of a number of investment projects
of varying sizes. The most important and most
advanced project currently carried out by the
PGNiG Group is the construction of the CCGT in
Stalowa Wola. In addition to that project, PGNiG
Energia is performing other analyses and holding
negotiations which focus on large power genera-
tion projects related to natural gas. The projects
are carried out in cooperation with partners from
the power sector.

PGNiG Energia also intends to construct biogas
units with capacities of up to 2 MW and thus gain
new capabilities, expertise and experience in the
renewable energy market. Heat generated by the
units will be supplied to local customers, while
electricity will be sold as green energy to the
power grid. The new biogas plants will also facili-
tate the assessment of opportunities for possible
injection of biogas into the gas grid.
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Combined Cycle Gas Turbine in
Stalowa Wola

In March 2011, PGNiG and Tauron Polska Energia SA
commenced the construction of the largest gas-
fired CHP plant. The project, whose value is esti-
mated at PLN 1.9bn, will be completed at the end
of 2014. The construction of the CCGT in Stalowa
Wola is a joint venture of the two partners, re-
flected in their respective strategies. Thanks to this
project, PGNiG will win a new large customer for
gas and develop its operations in the power sector.
The project involves the construction of a CCGT
generating 400 MW of electricity in high-efficiency
cogeneration and 240 MW of heat in the form of

g

water for municipal needs and process steam for
the local industry. Given the emission limits on
greenhouse gases and the obligation to purchase
€O, emission credits introduced under the EU
energy and climate policy, gas-fired power plants
turn out to be not only environmentally-friendly
but also more economically viable than traditional
projects relying on other fuels.

The joint venture was initiated with the execution
by Tauron Polska Energia and PGNiG, on Novem-
ber 20t 2008, of a letter of intent confirming the
parties’ intention to cooperate. On December

7t 2009, the parties entered into an agreement
outlining the project’s framework. Next, a project
execution agreement was negotiated and signed
on May 7t 2010 by four parties, namely Tauron,
Elektrownia Stalowa Wola (a member of the Tau-
ron Group), PGNiG and PGNiG Energia. On March
11t 2011, an agreement concerning the operation
of Elektrocieptownia Stalowa Wola was executed.
The agreement sets forth a detailed procedure
for the project’s implementation and provides

a basis for developing its final business model.
Moreover, contracts for the sale of electricity and
supply of gaseous fuel were signed. The partners
will receive electricity in quantities proportional to
their interests in Elektrocieptownia Stalowa Wola
(the parties hold a 50-percent interest each in the
company). The annual gas supplies to the CCGT

in Stalowa Wola will amount to 540 million cubic
metres.

Fuel:

@ coal Power:

@ lignite O CHP (in stalled)

® gas [ power plant (installed)
@® hydro A power plant (planned)

Corporate

Power Sector

Governance

A lot of attention is paid in the PGNiG Group to the
observance of the corporate governance principles.
The Group is honest and fair to its shareholders,
treats them all on equal terms and makes every effort
to establish the best possible relations between
investors and the Group’'s governing bodies.

Corporate
overnance

General Shareholders Meeting

The General Shareholders Meeting is PGNiG’s
supreme governing body through which the share-
holders exercise their corporate rights, including
examination and approval of the Directors’ Report,
adopting decisions concerning dividend amount,
payment manner and payment date. The General
Shareholders Meeting grants approval for the du-
ties performed by the other governing bodies of
PGNiG, appoints members of the Supervisory Board
and takes decisions concerning the Group's assets.

Supervisory Board

The Supervisory Board exercises continuous super-
vision over the Company'’s activities in all areas of
its operations, pursuant to the rules stipulated in
the Rules of Procedure for the Supervisory Board.
The Supervisory Board is composed of five to nine
members, including one independent member,
appointed by the General Shareholders Meeting of
PGNiG for a joint three-year term. The State Trea-
sury is entitled to appoint and remove one member
of the Supervisory Board, as long as it remains a
shareholder of PGNiG. On a Supervisory Board com-
posed of six members, two of them — and where
the Supervisory Board is composed of seven to nine
members, three of them — are elected by PGNiG’s
employees.

Management Board

The Management Board is an executive body man-
aging the affairs of PGNiG and representing it in all
actions before court and out of court. The Manage-
ment Board is composed of between two to seven
members, with the precise number defined by the
Supervisory Board. The members of the Manage-
ment Board are appointed for a joint three-year
term. The powers of the Management Board in-
clude all matters connected with the management
of the affairs of PGNiG, where such matters are not
explicitly reserved for other governing bodies by
the applicable laws or provisions of the Articles of
Association. The Management Board operates in
accordance with applicable laws and regulations,
including in particular the provisions of the Com-
mercial Companies Code, as well as the provisions
of the Company'’s Articles of Association and the
Rules of Procedure for the Management Board.

Audit Committee

The Audit Committee has acted within the struc-
ture of the Supervisory Board as its standing body
since November 27t 2008. The Audit Committee

is composed of at least three members of the
Supervisory Board, including at least one member
independent from PGNiG or any entity significantly
affiliated to PGNiG and appointed by the General
Shareholders Meeting pursuant to PGNiG’s Articles
of Association. Such a person has to be competent
in accounting and finance matters. The members
of the Audit Committee are appointed by the
Supervisory Board.

Good Practices

The Management Board of PGNiG puts enormous
emphasis on compliance with the corporate gov-
ernance principles. Since its stock-exchange debut
in 2005, the Company has been following the
recommendations of the Warsaw Stock Exchange
stipulated in the Best Practices for WSE Listed
Companies. Reports on PGNiG’s compliance with
the requirements of corporate governance are
published online at www.pgnig.pl in the Corporate
Governance section.

Culture of Dialogue

PGNiG communicates well with the market. The
Company fulfils its disclosure obligations towards
the shareholders and other stakeholders by way
of publishing reports on its activities and financial
statements as well as organising press conferences
where its major undertakings and strategic objec-
tives are communicated to the public. The rules of
procedure for the General Shareholders Meeting,
the Supervisory Board, the Management Board and
the Audit Committee are available online at www.
pgnig.pl in the Corporate Governance section.
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Risks

PGNiG

Tariff Calculation

PGNiG's ability to cover costs of its core operat-

ing activities depends on the prices approved by
the President of URE. While approving tariffs for a
given period, the President of URE considers other
external factors which are beyond PGNiG's control.
In an attempt to protect weaker customers, while
verifying costs of operating activities the President
of URE may consider certain cost unjustified. More-
over, the President of URE does not always accept
the assumptions adopted by PGNiG with respect

to main drivers of cost changes and profit targets
allowing for business risk. As a consequence, the
URE may also refuse to accept tariff prices and
charge rates applied for by PGNiG. Lower tariff
prices and charges might adversely affect PGNiG's
profitability.

Purchase Price of Imported Gas

Prices of imported gas are determined in the US
dollar or the euro and are based on the prices of
petroleum products. Changes in foreign exchange
rates and prices of petroleum products materi-
ally affect acquisition cost of imported gas. Even
an accurate forecast of changes of natural gas
prices may be subject to material errors. There is
a risk that despite the legal possibility of adjusting
prices approved for a tariff term, an increase in the
price of imported gas may not be fully passed on
customers or the changes in selling prices may lag
behind the changes in import prices.

Exploration and Prospecting Licences

In recent years, the increase in prices of fuels

on global markets has led directly to increased
interest in exploration activities. There is a risk of
competition from other companies active on the
Polish market seeking exploration and prospect-
ing licences or planning to acquire access to own
hydrocarbon reserves. At present, competition in
the domestic market is limited.

Exploration

Both on the Polish market and abroad there is a
risk of competition from other companies seeking
exploration and prospecting licences or planning
to acquire access to own hydrocarbon reserves.
Certain competitors of the PGNiG Group, espe-
cially those active globally, enjoy strong market
positions and have financial resources larger than
those of PGNiG. Thus they are likely to submit their
bids in tender offers and be able to acquire highly
prospective licences.

Trade in Natural Gas

At present, PGNiG is the largest supplier of natural
gas in Poland. PGNiG’s share in the gas market is
approximately 98%, the remaining 2% is repre-
sented by suppliers from outside the PGNiG Group
which usually purchase gas from PGNiG. Among
them are local gas distributors who have their own
transmission infrastructure and offer (apart from
traditional network supplies) innovative solutions
of the natural gas supply involving the use of LNG.
An intensified commercial activity of competitors
which aims at attracting current and potential cus-
tomers of the PGNiG Group may pose in the future
a tangible threat of customer churn.

Risks

Distribution

The liberalisation of the gas market boosts the
activity of gas suppliers who are the competitors
of the PGNiG Group's Gas Companies. Over the last
few years, the activity of those suppliers has been
regular and steady. They have gradually developed
their gas networks and acquired new customers,
both among households and businesses. Another
issue which poses a serious threat to the Gas
Companies’ business is the tariff policy of the URE,
as it prevents the Gas Companies from operating a
flexible pricing policy for their key customers. With
the lack of flexible pricing, customers may find the
offering of the competition very attractive.

Delayed Work

Under the applicable Polish legal regulations,
obtaining oil & gas exploration and prospecting
licences takes from one to one and a half years.

As regards business activity on foreign markets,

it may take even two years from the time that the
winning bid is awarded in a tender for licence until
the relevant contract is ratified. Moreover, prior to
the commencement of field work, the Company

is obliged to arrange for numerous formalities,
including obtaining formal and legal permits and
approvals for entering the area, meeting environ-
mental protection-related requirements and in
some cases requirements related to protection of
archaeological sites, and abiding by the regulations
governing tenders for work contractors. Under the
currently binding legal regulations, another several
months pass before an agreement with the work
contractor is signed. In addition, companies must
frequently wait for a very long time before their
imported equipment receives customs clearance.
These factors create the risk of delayed explor-
atory work.

Cost of Exploratory Work

Exploratory work is capital intensive, given the
prices of energy carriers and materials. Cost of
exploratory work is especially sensitive to steel
prices, which are passed on prices of casing pipes
and lifting casing used in drilling. An increase in
prices of energy and materials translates into an
increase in the cost of exploratory work. Profitabil-
ity of foreign exploratory projects will to a signifi-
cant extent depend on the movements in prices of
oil derivative products and in exchange rates.

Political and Economic Situation

Some countries where PGNiG carries out explor-
atory activity face the risk of armed conflicts or
social and political unrest, which may result in
limitation, suspension or discontinuation of the
exploration and production business in such areas.
In certain countries, the operations of exploration
companies may be hindered by lack of adequate
infrastructure, which may be an obstacle in trans-
porting equipment, staff and materials to the sites.
Problems may also arise in providing supplies and
ensuring appropriate health care. These risks may
lead to limitation or suspension of the Company’s
exploratory activity.
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Employees

The PGNiG Group is one of the largest entities in
Poland. As an employer, the Group attracts both
highly qualified professionals and school leavers
looking for first-time employment. Employees are
regarded as our major asset. Without their com-
mitment we would not be able to supply gas to
customers, successfully operate on the interna-
tional market and pursue our extensive investment
programme.

In 2010, the Group's headcount was 32,418, which
represented a year-on-year increase of 1,025 per-
sons, compared with the headcount of 31,393

in 2009.

Headcount as at the end of 2010, by segment (persons)

Development

Investment in human resources furthers PGNiG’s
plans, while supporting the individual ambitions of
each employee. As the PGNiG Group’s subsidiaries
are engaged in a wide range of businesses activi-
ties, it is up to them to determine the scope and
types of staff training.

The training management system in place is a key
factor in creating bonds between the Company and
its staff. Employees of the PGNiG Group are able to
raise their professional qualifications, benefiting
from a wide offering of training courses, post-
graduate programmes, national industry confer-
ences, seminars and symposia, work placements,
as well as innovative self-education tools, such as
e-learning.

Depending on their job descriptions, staff can
benefit from a variety of training courses deal-

ing with the operation of a modern business
organisation. Among other topics, the courses
cover: project management, analysis of the legal
environment, business risk management, customer
service techniques, internal communication and
teamwork. Some courses are co-financed by the
European Social Fund. The extensive offering of
training opportunities enables our staff to develop
and raise their professional qualifications, which
translates into productivity gains for the Company.
The development of human resources adds value
to the PGNiG Group, which is viewed favourably
primarily by investors and customers, and also by
prospective employees.

2009

Performance Assessment

PGNiG has in place a Management by Objective
(MBO) programme for its management staff. In
2010, the programme was extended to cover all
employees holding managerial posts. Providing

a framework for assessing and remunerating

the management staff for their performance
against strategic corporate objectives, the system
reinforces a sense of responsibility for the Group's
performance among staff.

Moreover, late March 2010 saw the launch of a Per-
formance Assessment System project, implement-
ed by the Project Team consisting of employees

of the Head Office and Branches, including Trade
Union representatives. The Performance Assess-
ment System project is part of a broader initiative
designated as “Implementation of the New Group
Management Model from the PGNiG Group's

Value Based Management (VBM) Programme

for 2009 — 2015". The project has been designed

to develop a Performance Assessment System
integrated with the incentive scheme and profes-
sional development of staff. Following months of
intensive work, discussions, training sessions and
talks, on January 1%t 2011 the Performance Assess-
ment System finally came into effect. The system
allows staff to understand clearly defined expecta-
tions for each job title and to receive feedback
about the quality of performance in relation to the
duties assigned to each job. The system serves as
a platform through which employees can discuss
the needs and challenges related to their positions,
and is a source of feedback regarding both the
achievements and potential issues in their profes-
sional development. The system, which relies on a
set of clearly communicated criteria, including the
methodology of the assessment and its impact on
employees, covers all staff employed at the PGNiG
Head Office and Branches.

PGNiG Head Office

Exploration and Production

Tradeand Storage

Distribution L1381 13746

Other Activities 2,073

Total 31,393 31,145
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Workplace Safety

Workplace safety is an issue of particular
importance in the case of companies operating

on foreign markets which — when tendering for
contracts — must demonstrate the efficiency of
their OHS (Occupational Health and Safety) and HSE
(Health Safety & Environment) systems, meet-

ing the highest global standards. It allows PGNiG
to provide its services to international industry
leaders, such as Shell or Statoil, which expect

their business partners to adhere to the highest
standards of safety. The key focus in the area of
workplace safety is on providing staff with suitable
protective clothing, modernisation of machinery
and equipment, as well as keeping the premises in
a good state of repair. For years, selected employ-
ees have been members of formal OHS commit-
tees, and thus have been able to take active part in
OHS inspections and submit their proposals in that
area. A number of new initiatives have originated
from employees themselves. Employees at all
levels of the PGNiG Group receive regular training
focusing on OHS issues at the workplace. In 2010,
for the first time all employees of the PGNiG Head
Office took part in a multi-module OHS training,
provided as an e-learning course.

The Largest Employer

The PGNiG Group strives to fulfil its obligations
towards staff and their families with utmost dili-
gence. Such obligations are associated chiefly with
the social welfare of staff and include the following
benefits:

e organisation and co-financing of holidays for
employees and their children, both in Poland
and abroad;

financial assistance and material support to the
most distressed families struggling with financial
or health-related problems;

repayable financial assistance for housing
purposes;

organisation and co-financing of various forms
of recreation (sports, leisure and cultural
activities).

Employees

Work Placements

PGNiG is running a work placement programme for
students participating in the annual Grasz o staz
contest, the most popular and prestigious training
programme targeted at Polish students and gradu-
ates. Under the programme, which was launched
in 1996, PGNiG offers paid work placement open-
ings during summer holidays. Some of the trainees
are later employed by the Group. Moreover, the
PGNiG Group is running a programme of unpaid
work placements for students of the Faculty of Gas
Engineering at the Warsaw University of Technol-
ogy, as well as temporary placements for students
from all Polish universities.

Recruiting the Best Talent

In line with our policy and arrangements included
in the Group’s employment restructuring pro-
gramme, we prefer internal recruitment for posts
at the Head Office. While allowing us to optimally
exploit the potential of our existing employees, the
policy motivates them to improve their perfor-
mance and develop individual skills. We resort to
external recruitment only when seeking highly
specialist competencies which are not available
in-house. During the recruitment process, the level
of candidates” qualifications is determined on the
basis of post-specific qualification profiles. It is a
combination of knowledge, skills, attitudes and
motivation required for a given post.

Integrating the Team

An important driver of the productivity and quality
of work is the team spirit and cooperation between
the Group employees. Everyday work is supported
by both traditional and electronic communication
tools. As part of our initiatives implemented to date,
employees receive daily electronic newsletter high-
lighting the most important developments at the
PGNiG Group, and — on a monthly basis — “MaGA-
Zyn", an internal bulletin devoted to key develop-
ments at the Group. A system based on so-called
information managers - persons responsible for the
flow of information at their respective units of the
PGNiG Group - has been put in place. All initiatives
in the area of internal communication are consis-
tent with our HR policy, which fosters employees’
commitment and satisfaction with their work.

Employment Optimisation

Towards the end of 2008, the Group put in place
the Programme for Employment Streamlining and
Redundancy Payments to the Employees of the
PGNiG Group for 2009 — 2011 (Stage 3). The Pro-
gramme was introduced with effect from January
2009. Unlike the previous employment restruc-
turing programmes, this scheme is based on the
“stand-by” principle. A decision to implement the
programme may only be made where it is justified
by the scope of planned restructuring involving
workforce downsizing and/or job shedding.

Employee Opinion Survey

Towards the end of 2010, the most comprehensive

satisfaction survey yet was carried out among

PGNiG employees. It covered all employees of the

PGNiG Head Office, Branches, Gas Sales Units and

Customer Service Points. More than a half of all

PGNiG employees participated in the survey. The

key objective of the survey was to gauge the level

of satisfaction among the employees, while:

e identifying factors which affect employee
satisfaction;

e getting employees to define the strengths and
weaknesses of PGNiG as an employer;

e identifying areas in need of improvement to
raise employee satisfaction and loyalty;

* reviewing the values selected to be incorporated
into the Code of Values and identifying areas to
be covered by the Code.

The results of the survey were compiled and
published in a special issue of “MaGAZyn", which is
available to all PGNiG employees. In the Man-
agement Board'’s opinion, proper focus on the
relations within the organisation is as important as
the image it projects outside. After all, employees
are the key internal stakeholder group, whose
commitment and satisfaction largely determine the
Company'’s success.
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The PGNiG Group takes care to make efficient use

of resources, raw materials and energy. Apart

from investing in technologies designed to reduce
emissions of harmful gases and waste, we also
reclaim land previously used for oil and gas projects.

Environmental
Protection

Environmental Impact

The operations of the PGNiG Group may affect

the natural balance of the environment. Both the
production of natural gas and crude oil and their
distribution interfere with the environment. On the
other hand, the use of natural gas helps reduce
atmospheric emissions more than other fossil fuels.

All companies of the PGNiG Group seek to minimise
the negative impact of their operations. To that
end, they follow the applicable Polish and EU laws,
as well as internal standards and regulations. The
implementation and certification of environmental
management systems at almost all companies

of the PGNiG Group have delivered measurable
environmental benefits. Our efforts are, in the first
place, geared to limit our negative environmental
impact and monitor the processes on an ongo-

ing basis. These rules are followed by the Group

Carbon dioxide emissions in 2009 and 2010 at the PGNiG Group's installations covered by the ETS (Mg)

Allocated Retained

2009 99,982 23,622

2010 99,982 18,278
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companies not only in their operations in Poland,

but also in the exploratory work abroad. Environ-
ment-oriented projects accompany all operations
of the PGNiG Group — from hydrocarbon produc-

tion to distribution and storage.

Following the provisions of the Environmental Pro-
tection Act, the PGNiG Group companies conduct
evaluation and land reclamation work in the areas
contaminated in the course of its past opera-

tions (e.g. traditional gas industry) with a view to
restoring them to the condition prescribed by the
environmental quality standards.

In addition, PGNiG strives to educate its employ-
ees in the area of environmental protection. The
Company organises training courses and confer-
ences at which the most significant issues related
to environmental protection are discussed. They
are also aimed at defining a common range of
tasks to be implemented in the future, primarily
those relating to the goals adopted within the CSR
Strategy for the Group.

Well Abandonment

PGNiG is required to plug and abandon wells
whose reserves have been depleted, eliminate the
danger and remove any damage caused by the
production activities, restoring the land to its origi-
nal condition. Plugging of wells and pits prevents
leakage of crude oil and natural gas to the surface
and to water courses. Furthermore, if gas wells
remained unplugged, there would be a risk that
escaping gas could accumulate inside, posing a fire
hazard. In 2010, abandonment operations were
carried out on 22 wells and 5 waste pits.

Environmental

Protection

Natura 2000

When selecting a site for a project, we take into
consideration the presence of any protected areas,
Natura 2000 sites or other areas of high envi-
ronmental value, which — on one hand - require
special procedures during the execution phase

or compensatory measures, and — on the other
hand — may constrain our investment plans. When
undertaking projects which require an environ-
mental impact assessment, the PGNiG Group
companies comply with all the required procedures
and prepare environmental reports. Thanks to

our cutting-edge technological solutions, we can
limit the impact on the flora and fauna by reducing
areas subject to tree felling, securing the root
systems during earthwork, limiting vibrations, as
well as noise and pollutant emissions, particularly

Natura 2000 sites

during the mating and breeding seasons.

QO Linear projects implemented by Gas Distribution Companies

@ Linear projects implemented by PGNiG branches

O Point projects implemented by Gas Distribution Companies

@ Point projects implemented by PGNiG branches

Greenhouse Gas Emissions

Since 2005, the greenhouse gas emission trading
scheme, a new economically efficient method of
cutting air emissions, has been in place across the
European Union. Two PGNiG's installations, the
Zielona Géra Branch and the Odolanéw Branch,
as well as the Mogilno Underground Gas Storage
Cavern Facility, are covered by the carbon dioxide
emission trading scheme (ETS). In 2010, the total
number of credits granted to PGNiG's installations
under the National Allocation Plan for 2008 — 2012
(NAP 1) amounted to 99,982 Mg CO, per annum.
Although PGNiG’s installations have been assigned
to class A, the gaseous fuel consumption and
quality parameters at the Company are higher
than required. It was possible thanks to the test-
ing procedures and monitoring of the measuring
equipment. While natural gas generates the lowest
carbon dioxide emissions, gas supplied via the
distribution system is characterised by a stable
composition and high quality.

Environmental Management System

In the first half of 2009, the Company implemented
the Environmental Management System compli-
ant with the PN-EN ISO 14001 standard. As part of
the system, staff training was continued, internal
audits were performed and the system was
reviewed by the Company’s Management Board.
Following the internal audit, the Company’s Head
Office obtained a certificate of compliance with the
PN-EN ISO 14001 standard for the Environmental
Management System. The Environmental Manage-
ment System compliant with the PN-EN ISO 14001
standard was also implemented and certified at
several Group companies (including PNiG Krakéw,
Karpacka Spétka Gazownictwa and Wielkopolska
Spétka Gazownictwa), as part of the integrated
management system.
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The PGNiG Group

Structure of the Group

As at the end of 2010, the PGNiG Group comprised
PGNiG (the parent undertaking) and 37 production
and service companies, including:

e 25 subsidiaries and

e 12 indirect subsidiaries.
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Changes in the PGNiG Group's
Structure

e In January 2010, PGNiG Energia SA
was registered.

e InJanuary 2010, Geofizyka Krakéw Libya JSC
w likwidacji (in liquidation) was deleted from the
Libyan commercial register.

¢ In May 2010, Biogazownia Ostrowiec Sp. z 0.0.
was incorporated. Its entire share capital was
acquired for cash by PGNiG Energia SA. The
company was registered in May 2010.

¢ In November 2010, Operator Systemu Maga-
zynowania Sp. z 0.0. was incorporated. All its
shares were acquired for cash by PGNiG, which
is the company'’s sole shareholder. Operator Sys-
temu Magazynowania Sp. z 0.0. was registered
in December 2010. The company was estab-
lished to ensure compliance with the require-
ments of Directive 2009/73/EC with respect
to legal separation of the gaseous fuel storage
from other types of business conducted by a
vertically integrated gas undertaking.

o In December 2010, POGC Trading GmbH was
incorporated. The company'’s business profile
comprises purchase and sale of, as well as
trading in, gas, fuels, other forms of energy
and their derivatives in physical form, as well as
trading in gas-, fuel- and energy-linked deriva-
tive instruments and other financial products, on
the European and other markets.

Exploration and Production Segment

Geofizyka Krakéw Sp. z o0.0. provides geophysi-

cal services related to seismic acquisition (2D/3D
vibroseis and dynamite data acquisition), seismic
data processing and interpretation, well logging,
special well interventions, interpretations, perfora-
tions and downhole seismic surveys.

In order to start operations in Libya, in 2008
Geofizyka Krakéw established jointly with a Libyan
partner — as required by local law —a company
under the name Geofizyka Krakéw Libya JSC.
However, the guidelines subsequently issued by
the Libyan Ministry of Economy stated that it was
not necessary to conduct operations through a
subsidiary. As a consequence, on January 19" 2010,
Geofizyka Krakéw Libya JSC was deleted from the
Libyan commercial register.

In 2010, Geofizyka Krakéw's sales revenue reached
PLN 224.3m, and services provided to the PGNiG
Group accounted for 68% of that figure. The
company provided the full range of services to
PGNiG in Poland and acquired 901 kilometres of
2D seismic within POGC — Libya B.V.’s licence area

Geofizyka Torun Sp. z 0.0. provides geophysical
services in the area of seismic surveys, starting
from designing and data acquisition, to digital
processing, to comprehensive geophysical and
geological interpretations. The company also pro-
vides services in the area of well logging and well
interventions, including interpretation of results. In
addition, the company'’s offering includes a variety
of near-surface geophysical services in the field of
geology, hydrogeology and environmental protec-
tion, as well as designing and delivery of deep
anode groundbeds for cathodic protection.

In 2010, Geofizyka Torur generated sales revenue
of PLN 302.0m.

in Libya. Geofizyka Krakéw Sp. z 0.0. also provided
geophysical services under contracts with third
parties, including Orlen Upstream Sp. z o.0.,
Energia Karpaty Wschodnie Sp. z o0.0.,

RWE Dea AG SA Polish Branch, Saponis Investments
Sp. z 0.0. and KGHM Polska Miedz SA in Poland,
Occidental Oil & Gas BV in Libya and BP Pakistan
Exploration & Production Inc. in Pakistan (work
under the contract was completed in 2010). The
company also performed well logging services for
NAFTA a.s. in Slovakia and MND Servisni a.s. in the
Czech Republic.

The PGNiG Group

In 2011, in Poland Geofizyka Krakéw will perform
2D and 3D seismic surveys for Oculis Energy

Sp. z 0.0. and will be engaged in work under
contracts with Orlen Upstream Sp. z 0.0. and ION
GX Technology. Abroad, in 2011 the company will
provide well logging services in the Czech Republic
and Slovakia.

Sales revenue

Net profit (loss)

Equity

Total assets
Headcoqr]t as at Degember 31

Services provided to third-party customers ac-
counted for 63% of the company'’s total sales reve-
nue (52% of that revenue was derived from export
of services, which included acquisition of seismic
data in India, Thailand and Germany). In addition,
the company provided seismic data processing
services to customers in India, Cameroon, Thailand
and Germany. In Poland, Geofizyka Torun provided
seismic services to Lane Energy Poland Sp. z 0.0.,
FX Energy Poland Sp. z 0.0., ExxonMobil Poland
Sp. z 0.0., Gas Plus International Sp. z 0.0., Chevron
Polska Sp. z 0.0., PGE Elektrownia Betchatéw SA
and the Polish Academy of Sciences. Revenue from
services provided to PGNiG in Poland accounted for
28% of the company'’s total sales revenue. These

2009

Sales revenue

Netprofit(loss) .

services included designing and acquisition of
seismic data, data processing, comprehensive geo-
physical and geological interpretations, geophysi-
cal surveys and in-well measurements.

In 2011, in Poland Geofizyka Toruri will continue
working on the acquisition of 2D and 3D seismic
for PGNiG as well as on the acquisition, processing
and interpretation of seismic data for Lane Energy
Poland Sp. z o0.0., FX Energy Poland Sp. z 0.0.,
ExxonMobil Poland Sp. z 0.0. and Chevron Polska
Sp. z 0.0. As part of its foreign operations, the
company will continue seismic data acquisition in
India and will commence work under new projects
in Spain and Germany.
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PNiG Jasto

The business of Poszukiwania Nafty i Gazu )asto
Spétka z 0.0. comprises drilling of core, exploration
and production wells, well workovers, well aban-
donment services, provision of specialised well
servicing services such as cementing, mud services
or well completions, as well as operation of drilling
rig instrumentation and control systems.

In 2010, in Poland PNiG Jasto provided services
mainly to the PGNiG Group. The company'’s sales
revenue was PLN 241.6 m. Services provided to

the PGNiG Group accounted for 63% of that total.
As far as services for third-party customers are
concerned, the company drilled a borehole for RWE
Dea Polska Sp. z 0.0., geothermal boreholes for

a water and sewage company Przedsigbiorstwo
Wodociagdéw i Kanalizacji Gotdap (financed from EU
funds as part of the Warmia and Mazury regional
programme) and another geothermal borehole for
utility Zaktad Komunalny Kleszczéw Sp. z 0.0. On
foreign markets, the company conducted drilling
and workover work in Libya, workover work in
Russia, geothermal drilling in Germany and drilled
boreholes as part of extension of the under-
ground gas storage facility in the Czech Republic

(in consortium with PNiG Krakéw). In Ukraine and
Lithuania, the company performed well servicing
activities such as workovers, cementing and opera-
tion of instrumentation and control systems.

In 2011, PNiG Jasto will continue drilling for the
PGNiG Group in Poland and will start work under
a new contract for POGC Libya BV. For third-party
customers on foreign markets, in 2011 work

will continue under the contract for drilling of
boreholes as part of the underground gas stor-
age facility project in the Czech Republic for RWE
Gas Storage (in consortium with PNiG Krakéw).
Moreover, the company will complete workover
work in Russia. As far as well servicing activities
are concerned, the company will conduct work in
Poland for Energia Zachéd Sp. z 0.0. and in Ukraine
for )V Poltava Petroleum Company.

Unit 2010 2009

Sales revenue

PLN m 241.6 2694

Net profit (loss)

PLN m 8.1 6.5

Equity

PLN m 148.0 139.9

Total assets

PLN m 2512 2133

Headcount as at December 31

persons 925 904

GK PNiG Krakéw

The PNiG Krakéw Group comprises Poszukiwania
Nafty i Gazu Krakéw and its subsidiary — Oil Tech
International — F.Z.E. The core business of PNiG
Krakéw includes geological, exploration and pro-
duction drilling, well workovers, as well as drilling,
testing and well operation related services. The
company also provides emergency rescue services,
as well as hospitality, catering, rental and training
services. Qil Tech International — F.Z.E. provides
operator teams, materials, and machinery and
equipment to PNiG Krakéw.

In 2010, the PNiG Krakéw Group generated revenue
of PLN 362.0m. Services provided to customers
outside the PGNiG Group were the main source of
revenue for the PNiG Krakéw Group, accounting for
70% of the total figure (of which 96% was export
revenue). As far as foreign markets are concerned,
the PNiG Krakéw Group continued drilling work

in Kazakhstan, Uganda, Pakistan and Ukraine.
Furthermore, in 2010 the company signed new
contracts for drilling work in Kazakhstan, Uganda,
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Mozambique and the Czech Republic. Drilling work
in Mozambique and the Czech Republic started

in late 2010. PGNiG was the main customer of the
PNiG Krakéw Group on the Polish market.

In 2011, the PNiG Krakéw Group will continue work
under its drilling services contracts in Kazakhstan,
Pakistan, Uganda, the Czech Republic, Mozambique
and Ukraine. The PNiG Krakéw Group also plans to
keep its share of the Polish market.

it

Unit 2010 2009
Sales revenue PLN m 362.0 3819
Net profit (loss) PLN m 16.8 16.0
Equity PLN m 174.3 182.7
Total assets PLN m 392.5 359.4
Headcount as at December 31 persons 1,182 121
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PNiG NAFTA

The core business of Poszukiwania Nafty i Gazu
NAFTA Sp. z 0.0. includes oil and gas explora-
tion, primarily with respect to designing, drilling
and documentation of research boreholes and of
appraisal, exploration and production wells. The
company also drills wells for underground storage
of hydrocarbons, and provides well servicing,
well abandonment and well workover services. In
addition, the company provides auxiliary services
through its workshop specialising in the repair of
drilling equipment, and storage facilities.

In 2010, the PGNiG Group was the company's key
customer in Poland. The company’s sales revenue
was PLN 296.4m. Services provided to the PGNiG
Group accounted for 73% of that total. In Poland,
the company continued drilling work at the Kosa-
kowo, Wierzchowice and Mogilno Underground
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Gas Storage Facilities, drilled exploration and ap-
praisal wells for PGNiG, and performed drilling for
companies involved in exploration for unconven-
tional gas. Outside Poland, PNiG NAFTA Sp. z o.o.
was involved in drilling campaigns in Egypt, India
and Slovakia.

In 2011, in Poland PNiG NAFTA will continue drill-
ing of exploration wells for PGNiG and, as part of

The PGNiG Group

exploration for unconventional gas, it will start
drilling for foreign investors: Saponis Investments
Sp. z 0.0., Energia Zachéd Sp. z 0.0. and Chevron
Polska Energy Resources Sp. z 0.0. Abroad, the
company will be engaged in drilling work in Egypt.

Unit 2010 2009
Sales revenue PLN m 296.4 2517
Net profit (loss) PLNm 14.0 12.3
Equity PLN m 192.5 182.8
Total assets PLN m 321.1 300.2
Headcount as at December 31 persons 799 763
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The core business of Poszukiwania Naftowe
Diament Sp. z 0.0. consists in the provision of

well servicing services which include drilling,
major remedial treatments, well abandonment
services, production testing of wells, downhole
measurements, application of enhanced recovery
techniques and other services with the use of
coiled tubing and nitrogen equipment, as well

as well completion, drillstem testing, along with
provision of blowout prevention equipment. The
company also conducts activities related to general
construction, road construction and construction of

municipal landfill sites, and provides vehicle repair,
transport and equipment services.

In 2010, sales revenue of PN Diament amounted

to PLN 154.4m, and sales to the PGNiG Group ac-
counted for 62% of that total. For the PGNiG Group,
the company performed drilling work, workover,
major remedial treatment and well abandonment
services, as well as a range of specialised well
servicing activities consisting in the application of
enhanced recovery techniques, major remedial
treatments of production wells, cementing and

Unit

Sales revenue

Zaktad Robét Gérniczych Krosno Sp. z 0.0. is a
provider of well servicing services. The scope

of its business includes mainly producing well
interventions such as major remedial treatments
and workovers of active oil and gas wells, shal-
low drillings (up to approximately 1 kilometre),
deepening of wells, well abandonment services,
decommissioning of infrastructure and waste pits,
as well as other reclamation work. In addition, the
company performs a wide range of well servicing
activities consisting in the application of enhanced
recovery techniques, measurements and labora-
tory services.

In 2010, ZRG Krosno generated sales revenue
of PLN 91.4m, and sales to the PGNiG Group
accounted for 62% of that total. The company's
customers mainly included PGNiG branches, to
which ZRG Krosno provided well intervention
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PLN m
CPNmo
PNm
PLN

persons

services consisting in workovers, well recondition-
ing, application of enhanced recovery techniques
and measurements of reservoir parameters.
Revenue from services provided to third-party
customers outside Poland accounted for 34% of
the company’s total sales revenue. In 2010, the
company completed services in the Czech Republic
under a PLN 29.1m contract for a workover of six
wells. Furthermore, the company provided services
in Ukraine, the United Kingdom and Slovakia.

mud services. As part of drilling work for third-
party customers, the company drilled six research
boreholes for KGHM Polska MiedzZ SA in its copper
deposits licence area. Furthermore, the company
provided general construction services (chiefly
related to earthwork and road structures) to third-
party customers.

In 2011, PN Diament will provide drilling, major
remedial treatment, workover, well abandonment
and other well servicing services to the PGNiG
Group. The company plans to drill 12 wells for
KGHM Polska MiedZ SA and one well for Calenergy
Resources Poland Sp. z 0.0. Furthermore, the
company will provide general construction services
to third-party customers.

In 2011, the company will commence the applica-
tion of enhanced recovery techniques using coiled
tubing in 13 wells in the Czech Republic and one
well in Slovakia. The company is also seeking to
win a contract for an application of enhanced
recovery techniques in Ukraine in cooperation with
Euro-Drill Ltd. Furthermore, ZRG Krosno Sp. z o.0.
has entered into preliminary negotiations with a
view to obtaining a contract for well abandonment
and acidizing services in the Czech Republic.

Unit
Salesrevenue ... JPINm oA 88
Net profit (loss) PN O
Totalassets e PEN D8 08
Headcount as at December 31 .persons AV B3

The principal business objective of PGNiG Norway
is the exploration for and production of crude oil
and natural gas on the Norwegian Continental
Shelf. In February 2010, PGNiG Norway was grant-
ed the status of a Norwegian Continental Shelf
operator, thanks to which the company may now
apply for the operator status under its existing and
future licences. The award of the operator status
followed a pre-qualification process, comprising
assessment of PGNiG Norway's ERP capabilities.

On the Norwegian Continental Shelf, PGNiG Nor-
way and its partners are implementing the Skarv/
Snadd/Idun development project (PGNiG Norway
holds approximately 12% interest in the fields).
Production from the Skarv field will be carried out
using a floating production, storage and offloading
(FPSO) vessel with a flare tower. The produced hy-
drocarbons will be transported by shuttle tankers
and via the Gassled Area B System gas pipeline to

The core business of Polish Oil and Gas Company —
Libya B.V. consists in the exploration for and
production of hydrocarbons in Libya. The company
conducts exploration work in the 113 licence area
located within the Murzuq petroleum basin, under
an Exploration and Production Sharing Agreement
of February 25t 2008 concluded with the Libyan
government.

In 2010, phases | and Il of 2D seismic surveys were
completed, with a total of 3,027 km of seismic
data acquired in the process. In cooperation with
CGGVeritas, the company carried out the process-
ing of 2D and 3D data. Furthermore, in coopera-
tion with PGNiG, the company completed interpre-
tation of the 3D data. The obtained results were
used to identify the locations of four exploration

the mainland terminal in Karsto. The Skarv project
is one of the largest investment projects under
way in Norway. 16 wells are expected to be drilled
as part of the project, including seven oil produc-
ers, five gas producers and four injectors. At a
later stage, the injection wells will be converted
into gas producers to enable full recovery of the
field's reserves. In 2010, PGNiG Norway and its
licence partners discovered a new oil and gas field
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called Snadd North, in the PL 212 licence area, near
the Skarv field. The recoverable reserves of the
Snadd North field have been initially estimated at
9 to 16 billion cubic metres of natural gas. Produc-
tion of oil and gas from the Skarv field is expected
to be launched and development of the Snadd
North field to commence in 2011.

Equity

H

wells which are to be drilled. Preparatory work
at the planned drilling site of the first well started
in 2010.

In connection with the political unrest in Libya,
in February 2011 all the Polish employees of
POGC-Libya were withdrawn from the country.

persons

Any decision to continue the work depends on the
political developments in Libya.

Unit 2009
Net profit (loss) L PINm 1578
Eq PLN m
Totalassets  PNm 648

2010 65



Trade and Storage Segment
INVESTGAS

INVESTGAS SA specialises in hydrocarbon storage
and transport projects. It also executes specialised
and general construction projects. The company
provides services covering the entire investment
process, from preparation, to designing, construc-
tion and commissioning, to the operation of gas
storage facilities and other types of facilities.

In 2010, sales revenue of INVESTGAS totalled
PLN 242.7 m. Revenue from services provided to
PGNiG accounted for 99.5% of that total.

The services provided to PGNiG in 2010 included:
continued operation of, and construction of new
caverns in, the Mogilno Underground Gas Stor-
age Cavern Facility;

continued construction of the Kosakowo Under-
ground Gas Storage Facility;

continued expansion of the Strachocina Under-
ground Gas Storage Facility;

continued construction of the Koscian Gas
Production Facility — KGHM Polkowice/Zukowice
gas pipeline.

Unit 2010 2009
Sales revenue PLN m 242.7 12.4
Net profit (loss) PLN m 16.9 6.4
Equity PLN m 33.5 19.5
Total assets PLN m 1118 81.8
Headcount as at December 31 persons 108 106
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In addition, in December 2010 the company
completed work related to the construction of the
Ostréw Wielkopolski — Wroctaw fuel pipeline for
PKN ORLEN SA.

In 2011, the company will continue work related

to the operation, construction and extension of
underground gas storage facilities as well as the
construction of the Koscian Gas Production Facil-
ity — KGHM Polkowice/Zukowice gas pipeline. The
company also plans to secure new orders for con-
struction and extension of underground gas stor-
age facilities, as well as for construction of gas and
fuel pipelines along with auxiliary infrastructure.

Distribution Segment

Dolnoslaska Spétka
Gazownictwa (DSQG)

Dolnoslaska Spétka Gazownictwa Sp. z 0.0. (Lower
Silesian Gas Distribution Company, “DSG") supplies
gas to customers in the Wroctaw Province and the
Zielona Géra/Gorzéw Wielkopolski Province, as
well as in the Wolsztyn and Nowy Tomysl coun-
ties of the Poznan Province. The percentage of
households and businesses connected to the gas
grid varies between communes, depending on
geographical conditions. Areas without access to
the gas supply system are usually those located at
a considerable distance from the pipelines, where
the relevant studies have shown that their con-
nection to the gas grid would not be economically

viable. In such areas the company supplies gas to
customers in liquefied form (LNG). The total volume
of gas transmitted by DSG via the distribution
network in 2010 was 1.08 billion cubic metres. The
company serves some 748.4 thousand customers
and in 2010 alone connected 6.6 thousand new
customers to the gas network.

In 2010, the company continued the replacement
of cast-iron piping whose further operation would
have posed a safety hazard and resulted in large
gas losses. The implementation of the cast-iron
piping replacement programme, as well as regular

Unit 2010 2009
Sales revenue PLN m 374.9 333.0
Net profit (loss) PLN m 2161 57.0
Equity PLN m 1172.7 984.4
Total assets PLN m 1,376.5 1,162.4
Length of network, excl. connections km 7,741.2 77644
Headcount as at December 31 persons 1,420 1,410

Gérnoslaska Spétka
Gazownictwa (GSG)

Gérnoslaska Spétka Gazownictwa Sp. z o.0. (Upper
Silesian Gas Distribution Company, “GSG") supplies
gas to customers in the Province of Katowice

and Province of Opole, in 44 communes of the
Province of Krakéw, in 5 communes of the Province
of £6dZ and in 3 communes of the Province of
Kielce. It serves some 1.3 million customers. The
total volume of gas transmitted by GSG via the
distribution network in 2010 was 1.47 billion cubic
metres. In 2010, GSG connected 5.8 thousand

new customers to the gas network. In addition,

the company conducted work to upgrade the gas
network, while continuing its extension to areas
west of Czestochowa. Furthermore, GSG conducted
work to upgrade the network, while continuing its
extension to areas west of Czestochowa.
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technical inspections of the network, have been

reducing the share of gas losses in relation to

sales. In the coming years, the company will seek

to maintain its existing market position and further

increase the volumes of transmitted gas, by:

o extending the pipeline infrastructure to reach
new customers,

e replacing cast-iron piping and modernising
medium- and low-pressure networks,

e transporting gas in liquefied form and providing
customers with access to gas supplies by means
of LNG units.

In 2010, the financial crisis adversely affected

the operations of GSG's competitors (namely CP
ENERGIA SA and KRI SA). Only EWE Energia

Sp. z 0.0. and its subsidiaries continue to be active in
the northern part of the company’s operating area.

In 2011, GSG will continue installation of gas supply
lines in the areas west of Czestochowa and around
the city of Opole and has taken steps to obtain EU
funding for these projects. In addition, GSG com-
menced work to reconstruct a decommissioned
high-pressure gas pipeline, which will allow the
company to supply gas to a new economic zone in
the Opole Province and will enable the Silesia and
the Opole Province distribution networks to be
connected in the future.

Unit 2010 2009
Sales revenue PLN m 633.3 542.4
Net profit (loss) PLN m 17.7 53.5
Equity PLN m 1,630.2 1,530.6
Total assets PLN m 1,898.1 1,766.0
Length of network, excl. connections km 20,875.2 20,674.5
Headcount as at December 31 persons 2,619 2,622
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The operations of Karpacka Spétka Gazownictwa
Sp. z 0.0. (Carpathian Gas Distribution Company,
“KSG") cover the area of four provinces in south-
eastern Poland, namely the Provinces of Krakéw,
Rzeszéw, Kielce and Lublin. The company’s operat-
ing area is crossed by one of the main gas pipelines
of the Polish transmission grid, fed with both
imported and domestically-produced natural gas.
The company serves some 1.4 million customers.
In 2010, KSG transmitted 1.92 billion cubic metres
of gas via the distribution network and connected
approximately 9 thousand new customers to the
gas grid. In addition, the company implemented
network extension and upgrade projects.

KSG plans to expand its distribution network by
constructing traditional gas pipelines, as well as by

Mazowiecka Spétka Gazownictwa Sp. z 0.0. (Mazo-
vian Gas Distribution Company, “MSG") supplies

gas to customers in the Provinces of Warsaw, £6dz
and Biatystok, as well as in certain parts of the
Provinces of Lublin, Olsztyn and Kielce. The total
volume of gas transmitted by MSG via the distribu-
tion network in 2010 was 2.13 billion cubic metres.
Gas is supplied to some 1.5 million customers via

a network of gas pipelines and stations operated
by the company. In 2010, the company conducted
projects related to the operation, extension and up-
grade of its gas network. Furthermore, it connected
23.1 thousand new customers to the gas grid.

In 2010, in cooperation with PGNiG, the company
continued the investment project to switch the
customers in Pisz (Olsztyn Province) who receive
propane-butane-air gas to high-methane (E) gas
produced from LNG. This represented the first,

developing the LNG market where it will be respon-
sible for liquefying and distributing the fuel. The
distribution of LNG will support the initial provision
of access to gas supplies in those areas where the
construction of traditional pipelines is not econom-
ically viable. Furthermore, the use of LNG technol-
ogy will contribute to significantly faster launch of
natural gas supplies to potential customers located

beyond the reach of traditional gas networks.

The company has also taken steps designed to
secure EU financing under the Infrastructure and
Environment Operational Programme for five of its
projects, including connection of the Wioszczowa
and Matogoszcz communes to the gas grid and
upgrade of the gas pipeline from Sandomierz to
Ostrowiec Swietokrzyski.

Unit 2010 2009
Netprofit(loss) PWNm o Ns68 1049
Equity L PINm 23535 2,2621
Length of network, excl. connections ~ km 447620 44,3564
Headcount as at December31 ~~  ~ ~  persons 3319 ...3313

pilot phase of a larger project to switch Pisz, Etk,

Suwatki and Olecko (the PESO project) to high-

methane gas. The company plans to complete the

project in Pisz in July 2011. For other phases of

the PESO project, the documentation preparation

process is under way and steps have been taken to

secure EU co-financing. In the coming years, MSG
intends to focus on:

® ensuring adequate transmission capacity and
securing sources of gas supply for the com-
pany's gas grid;

o optimising the use of network assets held by the
company by connecting new customers to the
existing grid (network densification);

e extending the pipeline infrastructure to reach
new customers;

* improving the operational security of the com-
pany’s network assets;

e extending the application of LNG technology.

The company also took steps to obtain EU funding
under the Infrastructure and Environment Opera-
tional Programme for its key investment projects.

Unit 2010 2009

Sales revenue

PLN m

CPNmo

_PINm_

km

persons

L tes
23028

The geographical reach of Pomorska Spétka
Gazownictwa Sp. z 0.0. (Pomeranian Gas Distribu-
tion Company, “PSG") covers the Provinces of
Gdansk and Bydgoszcz, a part of the Province

of Olsztyn, and two communes (Stawno and
Postomino) in the Province of Szczecin. The area
covered by the company’s operations poses cer-
tain geographical challenges to installation of gas
supply lines (a large number of lakes and woods).
The total volume of gas transmitted by PSG via
the distribution network in 2010 was 0.99 billion
cubic metres. The company provides its services to
some 742.8 thousand customers.

In June 2010, PSG signed a high-pressure gas net-
work connection agreement with Grupa LOTOS SA.
Under the agreement, PSG will construct 31 ki-
lometres of a high-pressure gas pipeline from
Kolnik near Pszczétki to Gdansk together with the
required buildings and structures. Grupa LOTOS
has undertaken to ultimately purchase 447 million
cubic metres of natural gas per annum, which

will make it PSG's largest industrial customer. The
implementation of the project will result in a 35%
increase in the volume of transmitted gas.

Wielkopolska Spétka Gazownictwa Sp. z 0.0.
(Greater Poland Gas Distribution Company, “WSG")
manages a gas distribution network covering the
Provinces of Poznan and Szczecin, several dozen
communes in the Provinces of Zielona Géra/
Gorzéw Wielkopolski, £6dZ and Wroctaw, as well as
one commune in the Province of Gdansk. The total
volume of gas transmitted by WSG via the distribu-
tion network in 2010 was 1.69 billion cubic metres.
At the end of 2010, the total number of custom-
ers served by the company was 911.7 thousand,
including 7.7 thousand new customers connected
to the gas network in 2010.

In 2011, the company is going to continue imple-

mentation of its network-related projects by:

e constructing new and upgrading the existing
low- and medium-pressure pipelines in areas
covered by the gas supply system;

e constructing and upgrading high-pressure
pipelines to enable gas deliveries to areas which
have not yet been covered by the gas supply
system;

e connecting new customers to the gas grid;

e combining the pipelines to form ring systems,
thus improving the security of gas supplies.

The PGNiG Group

The company’s business — both in the areas which
are covered by the gas supply system and those
which have not yet been connected to the gas
grid — is distinguished by a considerable growth
potential, due to the establishment of new and
expansion of the existing special economic zones
and industrial parks. The company also took steps
to obtain EU funding under the Infrastructure and
Environment Operational Programme for its key
investment projects.

Unit 2010 2009
Sales revenue JPNm 39S 318
Net profit (loss) PINm .94 82T

Equity

Total assets
Length of network, excl. connections
Headcount as at December 31

In the company’s operating area, other companies
involved in the distribution of and trade in gaseous
fuels, such as G.EN. Gaz Energia SA, EWE energia
Sp. z 0.0., E.ON edis energia Sp. z 0.0., KRI SA,

CP ENERGIA SA, P.L. Energia SA and Avrio Media
Sp. z 0.0., have been intensifying their activities.
These companies operate on a local scale and
therefore they are not obliged to separate their
distribution and trading activities, which enables
them to provide comprehensive customer service
within a single business structure.

Unit 2010 2009
Salesrevenue PINm 612.0 531.0
Netprofit(loss) PLNmM 1304 355.2
BQUity PLNm 17873 1.750.3
Totalassets PLNm 22258 2137.7
Length of network, excl. connections km 154880 15,148.8
Headcount as at December 31 persons 1826 1,816

_PINm 981,
CPWNmo 14283 13634
““9,588.1 93388

In the coming years, the company will focus on:

e extending the high-pressure distribution grid;

e improving the operational security of the com-
pany’s network assets;

e cooperation with GAZ-SYSTEM to identify future
projects related to the extension of the distribu-
tion and transmission grids;

e cooperation with gas trading companies as part
of projects designed to extend the gas-supply
system to new areas.
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CNG - fuel, compressed natural gas at a pressure
of 20-25 MPa, used as vehicle fuel for spark igni-
tion and compression ignition engines.

Distribution — transport of gas fuels to customers
via distribution networks.

E&P — Exploration and Production — one of PGNiG’s
segments of operation; the companies in this
segment are engaged in exploration, geophysical
and geological work; the segment also involves
production of natural gas and crude oil.

Yamal Pipeline — transit gas pipeline between
Russia and Western Europe, running through the
territory of Poland and other countries.

Gasoline — mixture of hydrocarbons of low molecu-
lar weight, emitted by wet natural gas or refinery
gases, among other things, used as solvent and
petrol additive.

Natural gas — natural mixture of paraffin hydrocar-
bons, primarily consisting of methane (up to 98%
in high-methane gas); in the earth’s crust found in
the form of reserves.

LNG (Liquefied Natural Gas) — natural gas in a liquid
state. During the liquefaction process, natural gas
is cooled down to approx. -160°C, thus reducing its
volume by 630 times.

Transmission System Operator (TSO) — an energy
company involved in the transmission of gas fuels,
responsible for network traffic in the gas transmis-
sion system, ongoing and long-term security of the
system’s operation, as well as operation, main-
tenance, repair and necessary extension of the
transmission network, including interconnections
with other gas systems.

UGS — underground gas storage facility; the PGNiG
Group is the only owner of the underground gas
storage facilities in Poland; there are eight such
facilities in Poland: seven situated in worked out
natural gas and crude oil deposits, and one in a salt
cavern (in Mogilno).

Transmission — transportation of gas fuels through
transmission networks to distribution networks

or end customers connected to the transmission
network.

Distribution network — a gas network of low,
medium and high pressure, other than a mine pipe-
line; the responsibility for network traffic rests with
the gas companies.

Transmission network — a gas network of low,
medium and high pressure, other than a mine pipe-
line; the responsibility for network traffic rests with
a transmission system operator.

TPA (Third Party Access) - right to free use of trans-
mission services and free choice of a supplier.

URE (Urzad Regulacji Energetyki) — Energy Regula-
tory Authority. Under the relevant regulations,

the President of URE is responsible for approving
the tariffs submitted by holders of licences which
authorise them to conduct business involving trade
in and storage of gas fuels.
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Contac

PGNiG Head Office

ul. M. Kasprzaka 25
01-224 Warsaw, Poland
tel. +48 22 589 45 55
tel. +48 22 691 79 00
fax +48 22 69182 73
e-mail: pr@pgnig.pl
www.pgnig.pl

Marketing Department
tel. +48 22 691 79 55
fax +48 22 691 81 03
e-mail: pr@pgnig.pl

Strategy, Sustainable Development and
Responsible Business Officer

tel. +48 22 691 82 01

fax +48 22 691 81 03
www.odpowiedzialna-energia.pl

Ethics Officer
tel. +48 22 691 82 05
fax +48 22 691 81 03

Press Team

tel. +48 22 691 79 30

fax +48 22 691 83 07
e-mail: rzecznik@pgnig.pl
www.bp.pgnig.pl

Investor Relations and Management
Reporting Division

tel. +48 22 691 81 53/56

fax +48 22 691 81 23

e-mail: ri@pgnig.pl
www.ri.pgnig.pl

72 PGNiG

Storage System Operator
ul. M. Kasprzaka 25D
01-224 Warsaw, Poland
tel. +48 22 69179 14

fax +48 22 691 80 64
e-mail: osm@pgnig.pl

Central Measurement and Research Lab
ul. M. Kasprzaka 25

01-224 Warsaw, Poland

tel. +48 22 632 23 68

fax +48 22 632 25 45

e-mail: clpb@pgnig.pl
www.clpb.pgnig.pl

Branch in Sanok

ul. Sienkiewicza 12
38-500 Sanok, Poland
tel. +48 13 465 21 00
fax +48 13 463 55 55
e-mail: sanok@pgnig.pl
www.sanok.pgnig.pl

Branch in Odolanéw

ul. Krotoszynska 148
63-430 Odolanéw, Poland
tel. +48 62 736 44 41

fax +48 62 736 59 89
e-mail: odolanow@pgnig.pl
www.odolanow.pgnig.pl

Branch in Zielona Géra

ul. Bohateréw Westerplatte 15
65-034 Zielona Géra, Poland
tel. +48 68 329 14 00

fax +48 68 329 14 30

e-mail: zielonagora@pgnig.pl
www.zielonagora.pgnig.pl

Contact

Representative Office in Brussels
Boulevard Saint Michel 47

1040 Brussels, Belgium

tel. +32 24 000 007

fax +32 24 000 032

e-mail: brussels@pgnig.pl

Representative Office in Belarus
225081 Brzesk District

Region Kamieniec

Gas Measurement Station

tel./ fax +375 163 171 368

Representative Office of PGNiG in Kiev
St. Sz. Rustaweli 31 b, m. 16

Byn. LL. Pyctaseni 31 -6, kB. No 16

01 333 Kiev/m. Knis, Ukraine/YkpaiHa
tel./fax +380 44 284 34 01

e-mail: kiev@pgnig.pl

Representative Office in Moscow

St. Wawilowa House No. 79, Sector 1, Office No. 5-3

yn. BaBunosa a. 79, kop. 1, opuc No 5-3
117335 Moscow/MockBa, Russia/Poccua
tel. +7 495 775 38 56

fax +7 495 775 38 57

e-mail: moscow@pgnig.pl

Branch in Denmark

St. Kongensgade 72

1472 Copenhagen, Denmark
tel. +45 82 51 51 02

fax +45 82 51 51 01

e-mail: denmark@pgnig.pl
www.pgnig.dk

Branch in Egypt

13w/5 repeated

Elasylky Project - New Maadi Cairo
Cairo, Egypt

tel. +20 22 517 73 54

fax +20 22 517 73 50

Operating Branch in Pakistan
House No. 321, Street 17, Sector E-7
Islamabad 44000, Pakistan

tel. +92 51 265 45 91

fax +92 51 265 45 94



	Contents
	Mission
	Key Figures
	Key Events
	Letter from the President of the Management Board
	Management Board
	Letter from the Chairman of the Supervisory Board
	Supervisory Board
	PGNiG on the Stock Exchange
	Strategy 
for the PGNiG Group until 2015 
	Exploration 
and Production
	Trade 
and Storage
	Distribution
	Power Sector
	Corporate Governance
	Risks
	Employees
	Environmental Protection
	The PGNiG Group
	Glossary
	Contact

