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Key Ratios

2007
Total sales (CZK m)

78,562

EBITDA (CZK m)

14,118

Operating result (CZK m)

7,064

Profit before taxation (CZK m)

14,353

Profit after taxation (CZK m)

12,801

Investments (CZK m)

143

Number of employees (converted to FTE)

316

RWE Transgas, a.s. is hereinafter also referred to as “the Company” or “RWE Transgas”.

In 2007 RWE was the first energy group in the Czech Republic to subscribe to the energy efficiency
concept, thereby supporting the European Union’s and Czech Government’s efforts to arrest the
increasing consumption of energies and contribute to the safe and sustainable development of society.
The purpose of the Šetřím energii [Saving Energy] project (www.setrimenergii.cz) is to inspire the general
public to behave more responsibly in their energy consumption. The project provides many tips and gives
extensive advice geared towards options for thermal insulation and overcladding on buildings which have
a significant potential for energy savings. The photographs that illustrate the text of this Annual Report
show examples of modern architectural approaches that are not only beautiful but also expedient and
that allow the structure to blend with its surroundings.
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1 The Chairman’s Statement
There are many reasons to say that 2007 was an exceptional year. After being opened
gradually over two years, we saw a complete liberalisation of the market, which has
made it possible for all customers to select their natural gas supplier. This development
was expected, and RWE Transgas successfully made preparations for it. However,
extreme changes in the weather, with temperatures exceeding the 50-year average level,
were less predictable. This was directly reflected in the sales levels. Despite this
situation, the Company achieved a very good profit. Natural gas sold abroad and certain
other extraordinary factors mainly contributed to this result.
The extremely warm winter and growing competition in the country resulted in a lower gas
consumption on the domestic market. However, RWE Transgas was able to sell excess gas
volumes on foreign markets with the strong backing of the international RWE Group.
In 2007 RWE Transgas responded to the efforts made by the European Commission,
which had long been calling for more transparency on energy markets. Effective from
1 May, the Company demerged its storage capacity trade and included it in its
RWE Gas Storage, s.r.o. subsidiary. This step followed up on the legal unbundling of its
transmission system operator in January 2006 and the unbundling of distribution system
operators in January 2007. Its proactive approach to the demerger of the storage system
operator constituted RWE Transgas’s exemplary and voluntary response to the EU’s
requirements contained in Directive 2003/55/EC and Regulation 1775/2005/EC.
Last year the Company also actively co-operated with the Office for the Protection
of Competition and the Energy Regulatory Office. On the basis of these institutions’
comments, RWE Transgas presented a new contract structure to natural gas traders,
which meets all of the current market model’s and competition law’s regulatory
requirements.
RWE Transgas bought all transmission services from RWE Transgas Net, s.r.o. to which it
had transferred its transmission system operation during the legal unbundling exercise
as early as 2006. In 2007 RWE Transgas Net, s.r.o. and RWE Plynoprojekt, a.s. continued
their co-operation in the preparations for the reinforcement of the pipeline network’s
transit capacity running from north to south. These were related to the upcoming
completion of the Nord Stream pipeline, which will run from Russia to Europe on the
bottom of the Baltic Sea.

4

Annual Report 2007

RWE Transgas, a.s.

Contents

Together with the RWE Group’s other companies in the Czech Republic, RWE Transgas
contributed to the implementation of the energy efficiency concept. In this connection,
customers were provided with information about opportunities for reducing their energy
consumption through responsible behaviour. The impetus behind this socially
responsible initiative was the global growth in demand for energies and the need to
protect the environment. All of RWE’s activities intended to help mitigate the long-term
trend of energy price hikes met with a favourable response. One such activity was
financial support for wider natural gas use in public municipal transport and the opening
of public CNG refuelling stations in various regions in the country.
The Company has long been one of the leading Czech corporate donors. RWE Transgas is
fully aware of its social responsibility and therefore supports projects geared towards
environmental protection, health care, and science. It is also heavily involved in
providing assistance to needy children, the disabled, and senior citizens. In respect
of sponsorship, the Company maintains a high profile through its mainstay schemes
directed towards support for Czech cinematography, RWE – Energy of Czech Film,
and helping ensure that the general public can enjoy safe, high quality skiing,
RWE – Energy of Czech Skiing. In 2007 its film project received the Jaromil Jireš Award
from the Association of Directors and Screenwriters.
The year 2007 highlighted both the strengths of RWE Transgas, and the gas industry’s
dependence on weather conditions. Although changes in the natural gas market are only
felt after a longer time I can already say that the Company was able to cope with all
challenges, and maintained its position. My thanks go to all those who have contributed
their expertise, experience and effort to these achievements.

Martin Herrmann
Chairman, Board of Directors
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Board of Directors as at 31 December 2007

Martin Herrmann
Chairman; Strategy & Communication; Finances
Born: 3 July 1967
Education: Westfälische-Wilhems-Universität, Münster, Economics
Membership of other administrative, governing and supervisory bodies: RWE Energy
Czech Republic, s.r.o. Managing Director; Chairman of the Jihomoravská plynárenská, a.s.,
Severomoravská plynárenská, a.s., Východočeská plynárenská, a.s., Severočeská
plynárenská, a.s., Středočeská plynárenská, a.s. and Západočeská plynárenská, a.s.
Supervisory Boards; Vice-Chairman of the RWE Transgas Net, s.r.o., RWE Gas Storage, s.r.o.
and RWE Interní služby, a.s. Supervisory Boards
Any other business activities: None
Dr Filip Thon
Vice-Chairman; RPM & Organization/IT
Born: 17 June 1972
Education: Institute of Chemical Technology Prague; Doctorate at VŠB – Technical
University in Ostrava
Membership of other administrative, governing and supervisory bodies: Chairman of the
RWE Interní služby, a.s. Supervisory Board
Any other business activities: None
Dr Frank-Detlef Drake
Member; Purchase Portfolio Management
Born: 17 December 1962
Education: Universität Hannover and University of Wisconsin-Madison,
Mechanical Engineering and Technology
Membership of other administrative, governing and supervisory bodies:
RWE Gas Midstream GmbH Director; RWE Gas Storage, s.r.o. Supervisory Board Member
Any other business activities: None
Dirk Simons
Member
Born: 9 December 1966
Education: Technische Hochschule Aachen, Economic Sciences
Membership of other administrative, governing and supervisory bodies: Director at
RWE Key Account Contracting GmbH, RWE Key Account GmbH, and Dezentrale Energien
Verwaltung GmbH; Member of the RWE Transgas Net, s.r.o., Severočeská plynárenská, a.s.,
Středočeská plynárenská, a.s., and Západočeská plynárenská, a.s. Supervisory Boards
Any other business activities: None
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Change in the Company’s Board of Directors in 2007 and at the beginning of 2008:
Dr Ulrich Jobs resigned from his office of Chairman and Member of the Board of
Directors with effect from 31 March 2007. With effect from 1 April 2007 the Company’s
Board of Directors elected Mr Martin Herrmann its Chairman and Dr Filip Thon its
Vice‑Chairman. On 17 May 2007 Mr Herrmann’s five-year term in office as Member of the
Board of Directors ended. Effective from 18 May 2007 Mr Herrmann was re-elected to the
Board of Directors by a decision adopted by the sole shareholder acting in the capacity
of the Company’s General Meeting. Effective from the same date, the RWE Transgas, a.s.
Board of Directors re-elected Mr Herrmann its Chairman. Mr Milan Kajtman stepped down
from the Board of Directors with effect from 7 November 2007. With effect from
14 November 2007 Dirk Simons was elected to the Board of Directors by a decision of
the sole shareholder acting in the capacity of the Company’s General Meeting. Dr Filip
Thon resigned from his office of Vice-Chairman and Member of the Board of Directors
with effect from 31 December 2007.
As from 1 January 2008 Dirk Simons was elected Vice-Chairman of the Board of Directors
by the RWE Transgas, a.s. Board of Directors. Effective from the same date Dirk Simons
took over the responsibility for Finance. Effective from 1 January 2008 Tomáš Varcop was
elected to the Board of Directors by a decision of the sole shareholder acting in the
capacity of the Company’s General Meeting. Effective from the same date Tomáš Varcop
took over the responsibility for National Sales.
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2 Report of the Supervisory Board for 2007
The Supervisory Board continuously monitored the Company’s business activities,
its results and the Board of Directors’ performance of its powers and responsibilities.
In 2007 the Supervisory Board held four scheduled meetings and had a quorum at all
times. At its meetings the Supervisory Board discussed all matters for which it is
responsible under the relevant legal regulations, the Company’s Articles of Association,
and the decisions adopted by the sole shareholder acting in the capacity of the General
Meeting, including the documents that the Supervisory Board requested from the Board
of Directors as part of its supervisory activity. Members of the Board of Directors
commented on these documents when they were discussed by the Supervisory Board.
In performing its supervisory activity the Supervisory Board did not find anything
inconsistent with generally applicable legal regulations, the Company’s Articles of
Association, or the decisions of the sole shareholder acting in the capacity of the
General Meeting.
On 6 March 2008, the Supervisory Board reviewed the Company’s annual financial
statements for the period ended on 31 December 2007, and the Board of Directors’
proposal for the distribution of profit, including the amount, and the time and manner
of payment of dividends.
Concurring with the auditor the Supervisory Board concluded that the annual financial
statements give a true and fair view of the financial position of the Company as at
31 December 2007, its financial performance and its cash flows for the period then
ended in accordance with Czech accounting legislation.
The Supervisory Board recommends to the General Meeting to approve the annual
financial statements for the period ended on 31 December 2007, and the Board of
Directors’ proposal for profit distribution.
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During the course of 2007 the following changes in the composition of the Supervisory
Board were effected. Jaroslav Ungerman’s five-year term of office ended on 17 May 2007.
On the basis of a decision adopted by the sole shareholder acting in the capacity of the
Company’s General Meeting, Tomáš Uvíra was elected to the Supervisory Board effective
from 18 May 2007. The five-year term of office of the Supervisory Board members
elected by the employees, Šárka Vojíková, Radomír Kincl and Stanislav Stanec, ended on
11 June 2007. In an election organised by the Company’s Board of Directors and
effective from 12 June 2007 the employees elected Michal Pech, Lucie Čejková and again
Šárka Vojíková as new members of the Supervisory Board. Lutz Michael Liebau stepped
down from the Supervisory Board on 23 November 2007. From then the Supervisory
Board was composed of only eight members until 31 December 2007. Effective from
1 January 2008 Dr Filip Thon was elected to the Supervisory Board upon a decision
adopted by the sole shareholder acting in the capacity of the Company’s General
Meeting.
The Supervisory Board expresses its gratitude to all employees for their work performed
for the Company in 2007.
At Prague, on 6 March 2008

Dr Andreas Radmacher
Chairman, Supervisory Board
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Supervisory Board as at 31 December 2007
Dr Andreas Radmacher
Chairman
Born: 20 May 1965
Education: Technische Universität Clausthal-Zellerfeld and Rheinisch-Westfälische
Technische Hochschule Aachen
Membership of other administrative, governing and supervisory bodies:
RWE Energy AG Board of Directors Member; Chairman of ELMÜ Rt., ÉMASZ Rt.,
and RWE Energy Nederland N.V. Supervisory Boards; Member of Fövárosi Gázmüvek Rt.,
RWE Trading GmbH, and Mátrai Erömü ZRt Supervisory Boards
Any other business activities: None
Heinz-Werner Ufer
Vice-Chairman
Born: 4 February 1953
Education: Universität Gesamthochschule Essen, Economic Sciences
Membership of other administrative, governing and supervisory bodies:
RWE Energy AG Board of Directors Vice-Chairman; Chairman of envia Mitteldeutsche
Energie AG, Lechwerke AG, and Süwag Energie AG Supervisory Boards; Vice-Chairman
of the Kelag‑Kärntner Elektrizitäts‑AG, Kelag Netz GmbH, Pfalzwerke AG,
and RWE STOEN S.A. Supervisory Boards; Member of the VSE AG Supervisory Board
Any other business activities: None
Dr Werner Roos
Member
Born: 3 January 1949
Education: Rheinisch-Westfälische Technische Hochschule Aachen, Electrical Engineering
Membership of other administrative, governing and supervisory bodies:
RWE Energy AG Board of Directors Member; Chairman of the RWE Transgas Net, s.r.o.
and RWE Gas Storage, s.r.o. Supervisory Boards; Vice-Chairman of the EWR AG and
Luxempart‑Energie S.A. Supervisory Boards; Member of the Cegedel S.A., Cegedel Net S.A.,
SAG GmbH, Société Electrique de l’Our S.A., and VSE AG Supervisory Boards
Any other business activities: None
Tomáš Uvíra
Member
Born: 13 November 1968
Education: Mendel University of Agriculture and Forestry in Brno
Membership of other administrative, governing and supervisory bodies:
First Vice‑Chairman of the České aerolinie, a.s. Supervisory Board; Member of the Komerční
úvěrová pojišťovna EGAP, a.s. and Budějovický Budvar, národní podnik Supervisory Boards
Any other business activities: None
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Milada Vlasáková
Member
Born: 14 May 1944
Education: SEŠ Ústí and Labem and University of Economics, Prague
Membership of other administrative, governing and supervisory bodies: None
Any other business activities: None
Lucie Čejková
Member
Born: 29 January 1969
Education: University of Economics, Prague, Faculty of Economics and Public Administration
Membership of other administrative, governing and supervisory bodies: None
Any other business activities: None
Šárka Vojíková
Member
Born: 22 September 1967
Education: Grammar school in Prague, a social law college in Prague
Membership of other administrative, governing and supervisory bodies:
Member of the RWE Transgas Net, s.r.o. and RWE Gas Storage, s.r.o. Supervisory Boards
Any other business activities: None
Michal Pech
Member
Born: 27 September 1976
Education: Czech University of Life Sciences Prague, University of Economics, Prague
Membership of other administrative, governing and supervisory bodies: None
Any other business activities: None
Changes in the Company’s Supervisory Board in 2007 and at the beginning of 2008:
Jaroslav Ungerman’s five-year term of office ended on 17 May 2007. On the basis of
a decision adopted by the sole shareholder acting in the capacity of the Company’s
General Meeting, Tomáš Uvíra was elected to the Supervisory Board effective from
18 May 2007. The five-year term of office of Supervisory Board members elected by the
employees, Šárka Vojíková, Radomír Kincl and Stanislav Stanec, ended on 11 June
2007. Effective from 12 June 2007 Michal Pech, Lucie Čejková and Šárka Vojíková, who was
re-elected by the employees, became new members of the Supervisory Board on the basis
of the results of an election of Supervisory Board members elected by the employees.
Lutz Michael Liebau stepped down from the Supervisory Board on 23 November 2007.
Effective from 1 January 2008 Dr Filip Thon was elected to the Supervisory Board upon
a decision adopted by the sole shareholder acting in the capacity of the Company’s
General Meeting.
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3 Management Report for 2007
3.1 Results
Revenues, expenses, and profit. In 2007 RWE Transgas achieved significantly better results
than in 2006. The Company’s profit after tax increased by 56% in comparison with 2006,
to CZK 12,801 million, with profit before tax amounting to CZK 14,353 million.
In 2007 the Company’s operating result amounted to CZK 7,064 million. The core
business activity, natural gas trade, contributed to the Company’s operating result.
In comparison with 2006 it went up by CZK 2,142 million, although as from 1 May the
storage capacity business was demerged and included in the Company’s subsidiary
RWE Gas Storage, s.r.o. Primarily one-time operations with accounting reserves had
a favourable effect on the increase in the operating result. Operating revenues
amounted to CZK 76,961 million while operating expenditure was CZK 69,897 million.
The financial result together with an extraordinary result ended up in a profit of
CZK 7,289 million due to the transfer of the profit generated by RWE Transgas Net, s.r.o.
and RWE Gas Storage, s.r.o. and the loss from the remeasurement of hedging
derivatives.
In 2007 RWE Transgas made investment worth CZK 143 million, of which CZK 18 million
went to intangible assets, CZK 40 million to tangible assets, and CZK 85 million to
financial assets.
Structure of assets. The Company’s total assets increased by 7% to CZK 118,957 million
in 2007. Fixed assets account for 54.2% of total assets. Fixed assets were worth
CZK 64,443 million and were made up of intangible fixed assets worth CZK 11 million,
tangible fixed assets worth CZK 666 million, and, above all, long-term financial assets
whose value rose by CZK 13,814 million year-on-year to CZK 63,766 million, due to the
contribution of a part of the Company’s business to the newly established RWE Gas
Storage, s.r.o., and the revaluation thereof.
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Current and other assets totalled CZK 54,514 million as at 31 December 2007, having
increased by CZK 1,149 million year-on-year. In current assets, receivables increased by
CZK 3,184 million, inventories decreased by CZK 2,194 million, and short-term financial
assets decreased by CZK 83 million. Other assets increased by CZK 242 million. In total,
inventories accounted for 22%, receivables for 77% and short-term financial assets for
1% of the current and other assets.
Structure of shareholders’ equity & liabilities. The Company’s equity increased by
CZK 13,191 million to CZK 92,286 million in 2007, and accounted for 77.6% of the
Company’s total shareholders’ equity and liabilities. As in the previous period RWE
Transgas financed all of its activities using its own resources in 2007. Liabilities totalling
CZK 26,671 million were made up of short-term liabilities, 90%, and reserves, 10%.
Risk management. The responsibility for risk management lies with the risk management
committee, whose members are representatives of the Company’s management.
The Company records all risks in a Risk Catalogue. All risks are also recorded in a matrix
of risks, which helps to identify the most serious risks in terms of the probability of their
occurrence and the magnitude of potential damage. No risks jeopardising the Company’s
existence were identified in 2007.
In 2007 RWE Transgas entered into currency operations such as forwards and synthetic
forwards in order to partially hedge the Company’s currency risk.

3.2 Gas Business
Gas purchase. Long-term agreements on natural gas supplies with Gazprom export and
Norwegian suppliers form the backbone of the Company’s gas purchase portfolio.
In 2007 RWE Transgas purchased a total of 123 TWh of natural gas, approximately the
same quantity as in 2006. However, net purchases, which do not include swap
operations, were 4% lower and amounted to 107.8 TWh. This decrease was mainly
caused by lower gas consumption on the domestic market due to the extremely warm
2006/2007 winter season and growing competition in the country.
Gas sales. In 2007 natural gas sales in the Czech Republic totalled 88.2 TWh. The main
reason for sales dropping by approximately 9% in comparison with 2006 was the
above‑average temperatures in the 2006/2007 winter season. Therefore sales on
international markets had to be increased with net sales abroad amounting to 21.7 TWh.
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Throughout 2007 the Company supplied all its customers with natural gas in line with
their capacity needs.
In 2007 natural gas was first sold for the following calendar years using the so-called
quantity allocation system, which provides transparent and non-discriminatory access to
all regional gas companies and other traders operating on the Czech market.
Gas transmission. In 2007 RWE Transgas held gas transport agreements with
Moscow-based OOO Gazprom export, Leipzig-based Verbundnetz Gas AG, and
Kassel-based Wintershall AG. The wording of these agreements did not change in 2007.
The operation of the gas transmission system has been legally unbundled, and the
Company therefore buys all transmission services from the transmission system operator,
RWE Transgas Net, s.r.o. This network is not only used to secure reliable supplies to the
Czech market; it may even be considered to be a key element of the entire European
natural gas supply system.
In December 2006, a major and positive change for future co-operation was the signing
of an addendum to the transit agreement with OOO Gazprom export. The addendum
extends the term of the current transit agreement until 2035. This agreement forms the
basis for providing international natural gas transport not only in the east-west direction,
but also in the north-south direction, thereby vindicating RWE Transgas’s firm position in
international gas transport after the completion of the Nord Stream pipeline.
Gas storage. As a storage system operator, RWE Transgas was highly successful in 2007
again. With their overall capacity of 2,321 million cubic metres, the Company’s
underground gas storage facilities significantly underpinned the security of gas supplies
in the Czech Republic. Thanks to the mild 2006/2007 winter season, the Company was
able to deal with some new safety aspects of the operation of its facilities. It launched
several long-term proactive measures to improve operating safety, including aerial
monitoring of wells and collecting pipelines, installed subsurface safety valves, and
repeated the closedown of a third-party well that was constraining the use of the
Company’s own storage capacities.
The Company registered a significant excess of demand for its storage services in 2007;
it intends to use this information in planning the development of new storage capacities.
The Company is considering investment in new storage capacities of up to 770 million
cubic metres in the Czech Republic. However, it will only be feasible to carry out such
plans if they make economic sense within the regulatory environment.
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The Company provided storage services to four customers in 2007. The Company also
helped to enhance transparency on the liberalised Czech gas market by publishing more
information about its storage capacities, aggregate inflows/outflows, and the use of
capacities. The Company continues to support the development of the secondary
storage capacity market. In 2007 it entered into an agreement on its capital
participation in store-x Storage Capacity Exchange GmbH; once the respective
competition authorities endorse it, RWE Transgas will acquire a 12% interest in store-x
Storage Capacity Exchange GmbH, the first organised pan-European secondary market
to offer gas traders a one-stop platform for buying and selling storage capacity.
Taking another long step towards growth in gas storage in Europe while improving
transparency, the Company demerged its storage system operator and included it in
RWE Gas Storage, s.r.o. (by way of contributing the respective part of its business to
the new company) with effect from 1 May 2007. The Company contributed all of its six
underground gas storage facilities at Dolní Dunajovice, Tvrdonice, Štramberk, Lobodice,
Třanovice, and Háje, to RWE Gas Storage, s.r.o. By taking this step, the Company also
met the requirements for the legal unbundling of the gas trading licence holder from
the storage system operation licence holder, which are contained in the proposed
amendment to Directive 2003/55/EC and Regulation (EC) No 1775/2005.
In March 2007 the Energy Regulatory Office commenced two administrative procedures
with the Company on the grounds of its failure to allocate the required size of storage
capacity to two potential storage customers. In its decision of 5 October 2007,
the Energy Regulatory Office partly granted the complainants’ demand, but the
dispute continues.

3.3 Business, Marketing, and Communication
Activities
Strategy. A large part of the activities pursued by the RWE Group in the Czech Republic
in 2007 was directed towards achieving the objective of formulating the Company’s
business strategy for the medium term. To underpin current customers’ loyalty and for
approaching new clients the Company must identify their needs very well and offer them
bespoke products and services, using the service channels that the customers prefer.
In addition to promoting its standard business activities, the Company focuses on new,
promising areas of the market in developing its medium-term business strategy.
Nevertheless, the top priority objective remains: the Company wants to be a reliable and
competent partner for its customers.
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Marketing activities. In 2007 the RWE Group’s regional gas companies in the Czech
Republic continued, under RWE Transgas’s leadership, in the trend of improving and
expanding the services offered and their communication with customers in a completely
liberalised natural gas market.
Since April 2007 RWE Transgas has been solely responsible for all marketing activities for
the whole RWE Group in the Czech Republic. The purpose of this centralisation is to
enhance the efficiency and unify all the activities across the Group.
During 2007 the product portfolio was consolidated and transformed within the whole
Group. Increased attention was devoted to the development of pricing products
targeted at the largest customers, including fixed prices, payments in foreign currencies,
and interruptible natural gas supply. Products for the various customer segments will be
gradually launched in the coming years, starting in 2008.
On the retail market, the Company carried out a campaign with the basic theme of
energy savings; in addition to the classic media mix, the campaign presented customers
some new on-line applications, enabling individual households to keep an eye on their
natural gas consumption and to estimate the savings they have achieved.
The Company continues to devote increased attention to watching and analysing its
customers’ needs by market segments; this effort is reflected in its better and more
accurately targeted marketing, communication and business strategy.
Under the agreement of March 2006 on the promotion of natural gas in transport,
signed by RWE Transgas and regional gas companies on the one hand, and Czech
Government on the other hand, the development of this market continued in 2007 too.
During that year the RWE Group companies opened five new CNG refuelling stations,
located in Ostrava, Brno, Mladá Boleslav, Ústí nad Labem, and Karlovy Vary.
The RWE Group is planning to open its own, additional CNG refuelling stations in the
Czech Republic in 2008. With a view to supporting the development of the Czech CNG
market, in 2007 the RWE Group companies bought more than 100 utility vehicles
powered by this environmentally friendly fuel. Moreover, RWE Transgas provided
financial support to road transport operators to help them buy 34 CNG buses. Together
with vehicle manufacturers, the RWE Group continues its activities geared towards the
broadening of the range of CNG vehicles offered on the Czech market.
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Communication activities. The communication activities pursued by RWE Transgas and the
other RWE Group companies in the Czech Republic are at all times designed to support
awareness building for the RWE brand and its positive perception by the Company’s
trade partners and the general public. The Company is always presented with an
emphasis on a clear-cut expression of the corporate identity characterising the RWE
Group companies.
In 2007 two long-term mainstay sponsoring projects, RWE – Energy of Czech Skiing and
RWE – Energy of Czech Film, continued; they are joint projects of RWE Transgas and the
regional gas companies in which RWE holds a majority interest.
In 2007 the RWE – Energy of Czech Skiing project was extended from the original 12 to
16 ski resorts. With contributions by the RWE Group companies, new kilometres of safety
nets, dozens of safety pads, and hundreds of signposts and information boards were set
up on downhill and cross-country skiing tracks and trails. The number of safety and
orientation elements now installed in Czech ski resorts is therefore close to the standard
in other European resorts. In addition to safety, RWE – Energy of Czech Skiing is also
designed to help promote recreational skiing. It places great emphasis on support for
the training of young skiing talents and promoting the racing careers of handicapped
skiers.
RWE Transgas supports Anna Kulíšková, one of the best skiers in the downhill team of
the Czech Blind Sportsmen Association. The Company is also the general partner of the
RWE Handicapped Skiers Centre in Janské Lázně. Since its opening in 2005, some
300 handicapped skiers have taken part in the courses organised by the centre.
In addition to the monoskiing school and monoski courses, the centre is in charge
of training a five-member monoski team, which has a track record of many achievements
at the Winter Paralympic Games and the World and European Cup.
At the end of the 2006/2007 ski season a survey assessing RWE – Energy of Czech Skiing
was conducted. Forty-five per cent of the Czech population visits Czech ski resorts. More
than 50% of the resort visitors are familiar with RWE’s advertising or sponsorship
actions.
RWE – Energy of Czech Film has been playing the key role in culture sponsorship. In 2007
the project supported the production of three films, Bestiář, Medvídek and Gympl.
Another supported film, Tobruk, will première in 2008. The Filmová nadace
RWE & Barrandov Studio foundation continued its activity; in two competitive rounds it
awarded prizes to the writers of interesting scripts and film stories. RWE Transgas again
provided a subsidy to the “FAMU internal grants” scheme, the objective of which is to
finance graduates’ films and specialised projects. In co-operation with Czech Television,
RWE Transgas supported the production of a number of documentaries. Part of the
RWE – Energy of Czech Film project is the Company’s partnership with the Jihlava
International Festival of Documentary Films and with the Karlovy Vary International
Film Festival.
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The end of 2007 saw a survey evaluating the efficiency of the film sponsorship project.
Of a total of 1,001 respondents, 84% were convinced that RWE helps to develop Czech
cinematography. Audiences perceive the RWE Group as one of the most important
partners of the Czech film industry today, and the Company currently tops the lists of
the most frequently mentioned sponsors of documentary films.
The Company’s sponsorship also includes two prestigious general partnerships: with the
Czech Olympic Team, and the Czech Paralympic Team. RWE Transgas is a long-standing
official partner of the Prague Spring International Music Festival and the general partner
of the Between Fences cultural and artistic festival.
To achieve a higher efficiency of sponsorship in awareness building for RWE’s brand and
business in the Czech Republic, since 1 April 2007 RWE Transgas has also been carrying
out the communication activities mentioned above for the regional gas companies in
which RWE holds majority interests.
In respect of charitable activities, RWE Transgas has cooperated with renowned
charitable organisations, i.e. with the Nadace Charty 77 foundation – Konto BARIÉRY,
the Nadace Terezy Maxové foundation, ŽIVOT 90 civic association, and the Nadace
Academia Medica Pragensis foundation. The Company’s charity was channelled into help
for needy children, the disabled and senior citizens, and also support for health research
and the environment.
The thrust of the Company’s internal communication was directed towards providing
current and timely information about the Group’s ongoing restructuring to the
employees of all RWE Group companies in the Czech Republic.

3.4 Human Resources
RWE Transgas devotes great attention to the gradual introduction of uniform standards
in the processes of human resource management during the ongoing restructuring of
the RWE Group’s companies in the Czech Republic. The objective is to optimise the
Company’s structure and put in place an effective motivation system for its employees.
Staffing levels. The Company’s staffing level remains stable, while the internal professional
and qualifications structure is being changed due to RWE Transgas’s controlling role
within the RWE Group in the Czech Republic.
Year (31/12)

2007

2006

2005

Total RWE TG

318

318

1,118

24

24

324

294

294

794

of whom: Manual
Professional
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Wages. Wage levels at the Company developed in accordance with the management’s plans for
human resource management and the principles agreed in the Collective Agreement. The
average wage level is considerably influenced by the Company’s continued restructuring and
the related changes in the structure of personnel and professions at the Company.
Professional training and career development. In 2007 the Company spent 6.2% of its
2007 payroll costs on maintaining and upgrading its employees’ professional
qualifications and personal development. On the whole, 561 educational events were
organised, which were attended by 1,025 employees. Average annual expenses on
education and training amounted to CZK 47,109 per employee.
Employee structure by education, in per cent (31/12/2007)

46.54%

University

41.82%

Complete secondary

10.38%

Secondary

1.26%

Primary

Social policy. The Board of Directors and the trade union organisation have signed
a Collective Agreement for 2008 and 2009. Collective bargaining within the RWE Group
was motivated by the objective of standardising the level of employee benefits and
working conditions for employees. The Company has long supported in particular the
employees’ cultural, educational, health and sports activities. It contributes significantly
to the employees’ pension fund schemes.

3.5 Subsequent Events
On 1 January 2008 certain changes were effected in the composition of the Company’s
Board of Directors and Supervisory Board. These changes are described in more detail in
parts 1 and 2 of this Annual Report.
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3.6 Outlook
A project for creating a new effective organisational structure was carried out at the
RWE Group’s companies in the Czech Republic in 2007. Subsequently RWE Zákaznické
služby, s.r.o. and RWE Distribuční služby, s.r.o., two new subsidiaries of RWE Transgas,
started their operations from 1 January 2008. These companies provide the RWE Group’s
Czech regional gas and distribution companies with services related to natural gas trade
and natural gas supply to final customers. The purpose of centralising these activities is
to integrate and improve the services provided.
RWE Transgas subscribes to support for its customers’ energy-efficient behaviour, and
has taken specific steps in this direction together with the RWE Group’s other companies
in the Czech Republic. All activities in this area have been pooled in the “Šetřím energii”
[“Saving Energy”] project, the objective of which is to help customers save unnecessary,
and therefore ineffective, costs of all types of energy. The Company will continue to
promote the energy efficiency theme in 2008.
The Company’s long-term objective is to maintain its traditionally strong position in the
open natural gas market. RWE Transgas will therefore continue structuring its activities
to meet its customers’ needs as best as possible, while using, as much as possible, the
RWE Group’s experience from international markets for promoting further development
of the Czech energy sector.
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4 Financial Part
4.1 Financial Statements
BALANCE SHEET
(in thousand Czech crowns)
ASSETS

31.12.2007

31.12.2006

Gross

Provision

Net

Net

119,883,235

(926,659)

118,956,576

110,976,368

65,351,813

(908,979)

64,442,834

57,611,732

153,586

(142,547)

11,039

27,848

14,205

(8,769)

5,436

18,132

Software

126,731

(126,238)

493

6,118

Royalties

10,475

(7,540)

2,935

1,851

TOTAL ASSETS
Fixed assets
Intangible fixed assets
Research & development

158

Other intangible fixed assets
Intangible assets in the course
of construction
Tangible fixed assets
Land

2,175
1,432,020

2,175

1,589

(766,432)

665,588

7,631,344

19,668

64,014

Constructions

713,573

19,668
(205,870)

507,703

6,601,201

Equipment

697,344

(560,562)

136,782

929,092

Other tangible fixed assets

956

956

960

Tangible assets in the course
of construction

437

437

36,035

42

42

42

63,766,207

63,766,207

49,952,540

61,614,236

61,614,236

47,663,894

2,151,971

2,151,971

2,288,646

Advances paid for tangible fixed assets
Long-term investments
Investments in controlled entities /
subsidiaries
Other long-term investments in securities
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BALANCE SHEET – continued
(in thousand Czech crowns)
ASSETS

31.12.2007

31.12.2006

Gross

Provision

Net

Net

Current assets

54,213,367

(17,680)

54,195,687

53,288,479

Inventories

11,783,893

11,783,893

13,978,389

Raw materials
Finished goods

891

891

856

11,783,002

11,783,002

13,973,855

515,124

515,124

1,830,535

Prepayments for inventory
Long-term receivables
Deferred tax asset
Short-term receivables
Trade receivables

515,124
41,368,716

(17,680)

2,594,668

(17,680)

515,124

1,830,535

41,351,036

36,851,130

2,576,988

393,924

23,995,461

23,995,461

21,165,105

Taxes and state subsidies receivable

340,831

340,831

230,320

Advances paid

133,580

133,580

919,295

Anticipated assets

12,804,695

12,804,695

14,009,448

Other receivables

1,499,481

1,499,481

133,038
628,425

Intragroup receivables

Financial assets

24

3,678

545,634

545,634

Cash in hand

955

955

859

Cash at bank

544,679

544,679

627,566

Accruals and deferrals

318,055

318,055

76,157

Prepaid expenses

217,953

217,953

11,407

Accrued revenue

100,102

100,102

64,750

Annual Report 2007

RWE Transgas, a.s.

Contents

BALANCE SHEET – continued
(in thousand Czech crowns)
LIABILITIES AND EQUITY

31.12.2007

31.12.2006

118,956,576

110,976,368

Equity

92,285,566

79,094,330

Share capital

29,240,308

29,240,308

TOTAL LIABILITIES AND EQUITY

Share capital
Capital contributions
Other capital contributions

29,240,308

29,240,308

44,863,018

36,694,826

368

368

Assets and liabilities revaluation

44,862,650

36,694,458

Reserve fund and other reserves

5,371,699

4,969,748

Statutory reserve fund

5,371,699

4,961,919

Statutory and other reserves
Retained earnings
Retained profits

7,829
9,590
9,590

Profit (loss) for the current period (+/-)

12,800,951

8,189,448

Liabilities

26,652,298

31,864,692

Provisions

2,562,813

10,181,141

Tax-deductible provisions

176,419

Income tax provision
Other provisions
Short-term liabilities
Trade payables
Intragroup liabilities
Liabilities to employees
Liabilities for social security and health insurance
Taxes and state subsidies payable
Advances received

1,597,507
2,562,813

8,407,215

24,089,485

21,665,935

830,661

867,269

11,543,401

7,763,971

13,379

12,802

9,513

9,064

1,413,190

1,365,652

621,216

5,217,355

Anticipated liabilities

6,861,383

6,421,212

Other payables

2,796,742

Bank loans & overdrafts

8,610
17,616

Short-term bank loans and overdrafts

17,616

Accruals and deferrals

18,712

Accruals

14,019

5,168

4,693

12,178

Deferred revenue

17,346
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INCOME STATEMENT
(in thousand Czech crowns)
Accounting period
2007

2006

Sales of production

76,371,509

89,951,021

Sales of own products and services

78,562,187

85,042,750

Change in inventory of finished goods and work in progress

(2,190,853)

4,908,196

Own work capitalised

175

75

Cost of sales

75,038,633

82,351,675

Raw materials and consumables

67,680,428

74,573,007

Services

7,358,205

7,778,668

Added value

1,332,876

7,599,346

Staff costs

334,515

310,965

Wages and salaries

243,289

222,324

Emoluments of board members
Social security costs

2,950
78,580

Other social costs

4,127

7,111

Taxes and charges

6,136

13,145

Depreciation of long-term assets

227,900

515,909

Sale of long-term assets and raw materials

8,787

324,073

Sale of long-term assets

8,780

324,071

Sale of raw materials
Net book amount of long-term assets and raw materials sold
Net book amount of long-term assets sold

7

2

5,644

295,738

5,644

295,738

(5,844,026)

8,344,438

Other operating income

580,585

6,579,180

Other operating charges

128,149

100,807

7,063,930

4,921,597

180,853

38,611

Change in operating provisions and complex prepaid expenses

Operating result
Income from sales of securities and shares
Securities and shares sold

88,643

21,017

Income from long-term investments

8,315,565

4,132,138

Income from investments in controlled entities / subsidiaries
and associates

7,999,187

3,989,960

316,378

142,178

Gain on revaluation of securities and derivatives

2,498,342

1,025,778

Loss on revaluation of securities and derivatives

4,290,619

1,449,384

789,398

516,299

Income from invenstments in other participating interests

Interest income
Interest expense
Other financial income

327,204

110,241

1,820,821

1,637,632

Other financial expense

1,609,560

1,205,743

Financial result

7,288,953

4,564,073

Tax on profit or loss on ordinary activities

1,551,932

1,296,222

- current

53,925

3,250,394

1,498,007

(1,954,172)

Profit or loss on ordinary activities after taxation

12,800,951

8,189,448

Net profit (loss) for the financial period

12,800,951

8,189,448

Profit or loss before taxation

14,352,883

9,485,670

- deferred
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Statement of changes in shareholders’ equity
Year ended 31 December 2007
(in thousand Czech crowns)
Share
capital
As at 1 January 2006

Social
fund

Statutory
reserve
fund

Capital
funds

Retained
earnings

Total
equity

29,240,308

8,345

4,703,419

36,204,214

5,168,408

75,324,694

Social fund utilization

-

(5,362)

-

-

-

(5,362)

Fair value gains - financial
investments

-

-

-

490,612

-

490,612

Contribution to social and
reserve fund

-

4,846

258,500

-

(263,346)

-

Dividend paid

-

-

-

-

(4,905,062)

(4,905,062)

Net profit/(loss) for the
current period

-

-

-

-

8,189,448

8,189,448

29,240,308

7,829

4,961,919

36,694,826

8,189,448

79,094,330

-

(6,930)

-

-

-

(6,930)

- investment to
RWE Gas Storage, s.r.o.

-

-

-

7,933,356

-

7,933,356

- other financial
investments

-

-

-

234,836

-

234,836

Contribution to social
and reserve fund

-

8,691

409,780

-

(418,471)

-

Transfer of social fund
to retained earnings

-

(9,590)

-

-

9,590

-

Dividend paid

-

-

-

-

(7,770,977)

(7,770,977)

Net profit/(loss)
for the current period

-

-

-

-

12,800,951

12,800,951

29,240,308

-

5,371,699

44,863,018

12,810,541

92,285,566

As at 31 December 2006
Social fund utilization
Fair value gains

As at 31 December 2007
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Cash Flow Statement
Year ended 31 December 2007
(in thousand Czech crowns)
2007

2006

14,352,883

9,485,670

(13,115,628)

3,750,123

Cash flows from operating activities
Net profit on ordinary activities before tax
Adjustments for non-cash movements:
Depreciation of fixed assets
Change in provisions
Profit from disposal of fixed assets

227,900

515,909

(5,844,026)

8,344,439

(95,346)

(45,927)

(8,315,565)

(4,132,139)

Net interest expense (income)

(462,194)

(406,058)

Change in fair value of financial derivatives

1,373,603

(526,101)

Dividend income

Net cash flow from ordinary activities before tax,
changes in working capital and extraordinary items
Working capital changes:
(Increase)/decrease in receivables and prepayments
Increase/(decrease) in short-term payables and accruals
(Increase)/decrease in inventories
Net cash flow from ordinary activities before tax
and extraordinary items
Interest paid
Interest received

1,237,255

13,235,793

(1,215,737)

(7,904,416)

(696,446)

(9,979,580)

(2,713,787)

6,955,357

2,194,496

(4,880,193)

21,518

5,331,377

(319,366)

(106,945)

754,069

502,161

(1,992,263)

(1,271,713)

Dividends received

4,306,458

142,179

Net cash flow from ordinary activities

2,770,416

4,597,059

(192,574)

(324,756)

189,633

362,682

Income tax on ordinary activities paid

Cash flows from investing activities
Acquisition of fixed assets
Proceeds from sale of fixed assets
Loans to related parties and other changes in investments

826,294

-

Net cash flow from investing activities

823,353

37,926

2,014,000

6,700,000

(7,777,907)

(4,910,424)

Cash flows from financing activities
Change in long and short-term liabilities
Changes in equity:
Direct payments from reserves

(6,930)

(5,362)

(7,770,977)

(4,905,062)

Net cash flow from financing activities

(5,763,907)

1,789,576

Net increase/(decrease) in cash and cash equivalents

(2,170,138)

6,424,561

Cash and cash equivalents at the beginning of the year

17,672,942

11,248,381

Cash and cash equivalents at the end of the year

15,502,804

17,672,942

Dividends paid
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4.2 Notes to Financial Statements
Year ended 31 December 2007

1 General Information
RWE Transgas, a.s. (”the Company”) was incorporated on 18 June 2001 and has its
registered office at Prague 10–Strašnice, Limuzská 12/3135, Czech Republic.
According to the Commercial Register, the Company’s main business activities are trade
with natural gas in accordance with the Act No. 458/2000 Coll., on conditions for
undertaking the business and for the execution of state administration in the energy
sector and on changes to certain decrees. The Company’s registration number is
26460815.
In accordance with Czech accounting principles, the Company does not prepare
consolidated financial statements since it is controlled by the parent company,
RWE Aktiengesellschaft, registered office in Opernplatz 1, 45128 Essen, Germany,
that includes the Company within the scope of the group consolidation prepared under
the International Financial Reporting Standards.
RWE Gas International B.V. is the sole shareholder of the Company.
The members of the Board of Directors as at 31 December 2007 were as follows:
Position

Date of appointment

Mr Martin Herrmann

Chairman

18 May 2007

Mr Filip Thon

Vice-Chairman

1 April 2007
(member from 4 August 2005)

Mr Frank-Detlef Drake

Member

1 September 2005

Mr Dirk Simons

Member

14 November 2007

Dr. Ulrich Jobs resigned from his position of the Chairman and Member of the Board
of Directors effective from 31 March 2007. Mr Martin Herrmann was appointed as
a Chairman of the Board of Directors and Mr Filip Thon was appointed as a Vice‑Chairman
of the Board of Directors effective from 1 April 2007. Mr Martin Herrmann’s 5 years Board
of Directors membership expired on 17 May 2007. Mr Martin Herrmann was re-elected as
a member of the Board of Directors based on the resolution of the sole shareholder of the
Company effective from 18 May 2007. Mr Martin Herrmann was re‑elected as a Chairman
of the Board of Directors by the Board of Directors of the Company at the same date.
Mr Milan Kajtman resigned from his Board of Directors’ membership effective from
7 November 2007. Mr Dirk Simons was appointed as a member of the Board of Directors
by the sole shareholder’s decision on 14 November 2007.
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The members of the Supervisory Board as at 31 December 2007 were as follows:
Position

Date of appointment

Mr Andreas Radmacher

Chairman

19 May 2004
(appointed as a member on 20 April 2004)

Mr Heinz-Werner Ufer

Vice-Chairman

19 May 2004
(appointed as a member on 20 April 2004)

Mr Werner Roos

Member

20 April 2004

Mrs Milada Vlasáková

Member

4 August 2005

Mr Tomáš Uvíra

Member

18 May 2007

Ms Šárka Vojíková

Member

12 June 2007

Mr Michal Pech

Member

12 June 2007

Ms Lucie Čejková

Member

12 June 2007

During 2007 the following changes in the Supervisory Board were made:
Mr Tomáš Uvíra was appointed as a member based on the resolution of the sole
shareholder of the Company effective from 18 May 2007 and replaced Mr Jaroslav
Ungerman whose 5 year appointment expired on 17 May 2007. Mr Michal Pech and
Ms Lucie Čejková were elected as new members of the Supervisory Board by employees
of the Company effective from 12 June 2007 and replaced Mr Radomír Kincl and
Mr Stanislav Stanc whose 5 year appointment expired on 11 June 2007. Further
Ms Šárka Vojíková, whose five year appointment expired on 11 June 2007, was reelected
by employees of the Company as a member of the Supervisory Board effective from
12 June 2007. Mr Lutz Michael Liebau resigned from his position of a member of the
Supervisor Board effective from 23 November 2007.
The Company is organized as follows: The general meeting is the supreme body of the
Company. The Board of Directors is the body governing the Company’s activities and
acting on its behalf. The Supervisory Board is the controlling body of the Company.
Governance of the Company is divided into five departments titled as follows:
Strategy & Communication, Finance, RPM & Organization / IM, Purchase Portfolio
Management and National Sales. These departments are managed by the relevant
members of the Board of Directors.
The Company carved out part of its business activity on 1 May 2007 and contributed
part of its business related to gas storage to its subsidiary of RWE Gas Storage, s.r.o.
On 29 June 2006 the Company concluded profit transfer agreement with its subsidiary
of RWE Transgas Net, s.r.o. Based on this agreement RWE Transgas Net, s.r.o. is
committed to transfer its annual profit after contribution to statutory reserve fund and
social fund to the Company. The Company is required to settle a loss of
RWE Transgas Net, s.r.o. that could not be settled from the statutory reserve fund or
other RWE Transgas Net, s.r.o.’s available funds. Accounting policy for profit transfer is
described in Note 2 g).
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On 14 November 2007 the Company concluded profit transfer agreement with its
subsidiary of RWE Gas Storage, s.r.o. Based on this agreement RWE Gas Storage, s.r.o. is
committed to transfer its annual profit after contribution to statutory reserve fund to the
Company. The Company is required to settle a loss of RWE Gas Storage, s.r.o. that could
not be settled from the statutory reserve fund or other RWE Gas Storage, s.r.o.’s
available funds. Accounting policy for profit transfer is described in Note 2 g).

2 Accounting Policies
a) Basis of preparation. The financial statements have been prepared in accordance with
Generally Accepted Accounting Principles in the Czech Republic and Czech Accounting
Standards. The financial statements have been prepared under the historical cost
convention except as disclosed below. Derivatives and securities are shown at fair value.
b) Intangible fixed assets. Purchased intangible fixed assets are recorded at cost.
All research costs are expensed. Development costs are capitalised as intangible assets
and recorded at cost. All other development costs are expensed as incurred.
Intangible fixed assets are amortised applying the straight-line method over their
estimated useful lives. The Company applies amortization period of 4 years (unless the
agreement or licence conditions state shorter or longer period).
A provision for impairment is established when the carrying value of an asset is greater
than its estimated recoverable amount.
Intangible assets, with a useful life longer than one year and a unit cost of less than
CZK 60,000, are expensed upon consumption and are kept in off-balance sheet evidence
until the end of their use.
Subsequent expenditure on intangible assets acquired subsequent to 1 January 2001
and exceeding CZK 60,000 or acquired by 31 December 2000 and exceeding
CZK 40,000 respectively is capitalized.
Emission rights are held under the “Other intangible fixed assets”. Emission rights
allocated by the National Allocation Plan free of charge to the Company are held under
the “Other intangible fixed assets” and also under the “Taxes and state subsidies
payable” when entered to the Register of emission rights in the Czech Republic.
Emission rights allocated are recorded at replacement cost.
The emission rights liability is released into “Other operating income” based on
matching with relevant expenses.
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Consumption of emission rights is recorded at the date of preparation of financial
statement on the basis of estimate of actual CO2 emissions in the period to “Other
operating charges”. The weighted average method is applied by the Company to
account for disposals of the emission rights. Sales of emission rights are accounted for
within the accounts of other operational revenue and are stated at selling prices. In case
of shortage of emission rights at the year end a provision is established for expected
consumption in the following year.
A provision is established when the book value of emission rights exceeds their
estimated recoverable amount.
c) Tangible fixed assets. Acquired tangible fixed assets are recorded at cost, which include
costs incurred in bringing the assets to their present location and condition.
Tangible fixed assets are depreciated applying the straight-line method over their
estimated useful lives as follows:
Buildings and constructions

30–50 years

Plant, machinery and equipment

4–30 years

Furniture and fittings

4–8 years

Motor vehicles

4–8 years

The Company applies different depreciation rates for accounting and tax purposes.
Repairs and maintenance expenditures relating to tangible assets are expensed
as incurred. Subsequent expenditure relating to tangible fixed assets exceeding
CZK 40,000 per year is capitalized.
Tangible assets, with a useful life longer than one year and a unit cost higher than
CZK 10,000 but lower than CZK 40,000, are depreciated using the straight-line method
over their estimated useful life.
A provision for impairment is established when the carrying value of an asset is greater
than its estimated recoverable amount.
d) Investments in subsidiaries. A subsidiary is an enterprise that is controlled by the
Company, which means that the Company has the power to govern the financial and
operating policies in order to obtain benefits from its activities.
Equity investments in subsidiaries are accounted for by the equity method of accounting.
Under this method, the investment is initially recorded at cost and the carrying amount
is increased or decreased to recognise the investor’s share of the equity of the investee.
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e) Other securities and investments. The Company classifies securities and investments,
other than investments in subsidiaries and associated undertakings, into the following
categories: trading, available for sale and held-to-maturity.
Investments intended to be held for an indefinite period of time, which may be sold
in response to liquidity requirements or changes in interest rates, are classified as
available-for-sale. These investments are included in non-current assets unless
management has the express intention of holding the investment for less than
12 months from the balance sheet date, in which case they are included in current
assets. Management determines the appropriate classification of investments at the time
of purchase and the classification is reviewed on a regular basis.
All securities and investments are initially recorded at cost, including transaction costs.
Subsequently they are carried at fair value. The fair value is based on quoted prices of
securities at the balance sheet date. Measurement of non-traded securities is based on
management estimates or expert valuations based on recognised models or valuation
techniques.
Gains and losses arising from changes in the fair value of trading instruments are
included in the income statement in the period in which they arise. Unrealised gains and
losses arising from changes in fair value of available-for-sale investments are recognised
as a movement in equity and recognised into the income statement on realisation.
f) Inventories. Inventories of gas, stored in the underground storages, are treated as
finished products. Acquisition cost of gas includes transport costs.
Total inventory of gas in the underground storages is valued based on the actual status
expressed in financial terms and the volume of gas in technical units. Gas injected is
valued using the average acquisition cost in the month of addition and disposals of the
natural gas (drawings, recalculations due to temperature changes, operating losses)
during the course of the year are valued using the average cost of gas inventory in the
underground storages, determined as at the last day of previous month.
g) Receivables. Receivables are stated at the nominal value less a provision for doubtful
amounts. A provision for bad debts is established on the basis of an aging analysis.
Profit transfers (see Note 1 General information) are recognized within anticipated assets
against income from investments in controlled entities. Anticipated assets are cleared in
subsequent accounting period (dividends paid).
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h) Cash and cash equivalents. Cash and cash equivalents include cash in hand, stamps
and vouchers and cash in banks, including bank overdrafts.
Cash equivalents are short-term highly liquid investments that can be exchanged for
a predictable amount of cash and no significant changes of value over time are
expected. Cash equivalents are, for example, long-term deposits with a termination term
of less than 3 months.
The Company uses so-called Cash-pooling within the group. A receivable (liability) that
arises from Cash-pooling and meets the cash and cash equivalents criteria is presented
in the Cash Flow statement as a part of the item Cash and Cash equivalents.
i) Foreign currency translation. Transactions denominated in a foreign currency are
translated and recorded at the fixed exchange rate determined for the month period
at the first day of the period.
All monetary assets and liabilities denominated in foreign currencies have been
translated at the year-end exchange rate as published by the Czech National Bank.
All foreign exchange gains and losses from translation of receivables and payables are
recognised in the profit and loss account.
j) Derivative financial instruments. Derivative financial instruments are initially
recognized on the balance sheet at cost and are subsequently re-measured at their fair
value.
Fair value of the derivatives is calculated as present value of the anticipated future cash
flows. All derivatives are shown in other receivables or in other payables when their fair
value is positive or negative, respectively.
Changes in the fair value of derivatives held for trading as at 31 December 2007 are
included in net profit or loss from financial transactions.
k) Expense and revenue recognition. Expenses and revenues are recognized in the period
to which they relate.
The Company recognizes as revenue all income from the sale of gas and changes in gas
inventories stored in the underground storages. Cost of sales includes mainly the cost
of gas purchases, gas transportation and gas storage in the rented underground
storages.
l) Provisions. Provisions are recognised when the Company has a present obligation, it is
probable that an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount can be made. Provisions are created in the amount
of the expected outflow in current terms and their amounts are reviewed and updated
on a regular basis.

34

Annual Report 2007

RWE Transgas, a.s.

Contents

m) Pension and life plans. The Company provides contribution for pension and life
insurance to its employees, which is recognized as an expense. Further regular
contributions are made to the state to fund the national pension plan.
n) Interest costs. Interest costs on borrowings are expensed.
o) Deferred taxation. A deferred tax is recognised on all temporary differences between
the carrying amount of an asset or liability in the balance sheet and its tax base.
Deferred tax assets are recognised if it is probable that sufficient future taxable profit
will be available against which the assets can be utilised.
p) Related parties. The Company’s related parties are considered to be the following:
 shareholders, of which the Company is a subsidiary or an associate, directly or
indirectly, and subsidiaries and associates of these shareholders;
 members of the Company’s statutory and supervisory bodies and management and
parties close to such members, including entities in which they have a controlling or
significant influence.
Material transactions and outstanding balances with related parties are disclosed in
Note 18.
q) Equity. The statutory reserve fund may be only used to cover potential losses of the
Company. According to its Articles of Association, the Company creates the social fund
from net profits in the amount of 4% (2006: 1%) of annual staff costs in the relevant
accounting period, including wages compensation and readiness to work rewards.
The social fund was transferred to retained earnings based on decision of the Board
ofDirectors from 19 December 2007.
r) Subsequent events. The effects of events, which occurred between the balance sheet
date and the date of preparation of the financial statements, are recognised
in the financial statements in the case that these events provide further evidence
of conditions that existed as at the balance sheet date.
Where significant events occur subsequent to the balance sheet date but prior to the
preparation of the financial statements, which are indicative of conditions that arose
subsequent to the balance sheet date, the effects of these events are disclosed, but are
not themselves recognised in the financial statements.
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3 Intangible Fixed Assets
Cost
1 January
2007
CZK’000

Additions
CZK’000

Transfers
CZK’000

Disposals
CZK’000

Contribution
of part of
the business
1 May 2007
CZK’000

Research &
development

31 December
2007
CZK’000

29,808

-

14,207

(2,147)

(27,663)

14,205

Software

172,694

-

567

(209)

(46,321)

126,731

Royalties

8,532

-

1,943

-

-

10,475

Intangible fixed
assets in the
course of
construction

1,589

17,908

(16,717)

-

(605)

2,175

158

55

-

(163)

(50)

-

212,781

17,963

-

(2,519)

(74,639)

153,586

1 January
2007
CZK’000

Additions
CZK’000

Disposals
CZK’000

Contribution
of part of
the business
1 May 2007
CZK’000

31 December
2007
CZK’000

(11,676)

(2,459)

2,147

3,219

(8,769)

(166,576)

(2,526)

209

42,655

(126,238)

Emission rights
Total

Accumulated amortisation and net book value

Research & development
Software
Royalties
Total
Net book value

(6,681)

(859)

-

-

(7,540)

(184,933)

(5,844)

2,356

45,874

(142,547)

27,848

12,119

(163)

(28,765)

11,039

Cost
1 January
2006
CZK’000

Additions
CZK’000

Transfers
CZK’000

Disposals
CZK’000

31 December
2006
CZK’000

19,785

-

19,851

(9,828)

29,808

Software

179,905

-

1,946

(9,157)

172,694

Royalties

8,220

-

312

-

8,532

Research & development

Intangible fixed assets
in the course of construction
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1,401

22,297

(22,109)

-

1,589

Emission rights

169,460

2,078

-

(171,380)

158

Total

378,771

24,375

-

(190,365)

212,781
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Accumulated amortisation and net book value
1 January
2006
CZK’000
Research & development
Software
Royalties
Total
Net book value

Additions
CZK’000

Disposals
CZK’000

31 December
2006
CZK’000

(18,949)

(2,555)

9,828

(11,676)

(164,716)

(11,017)

9,157

(166,576)

(4,657)

(2,024)

-

(6,681)

(188,322)

(15,596)

18,985

(184,933)

190,449

27,848

The Company did not purchase any emission rights in both 2007 and 2006.

4 Tangible Fixed Assets
Cost

Land

1 January
2007
CZK’000

Additions
CZK’000

Transfers
CZK’000

Disposals
CZK’000

Contribution
of part of
the business
1 May 2007
CZK’000

31 December
2007
CZK’000

64,014

-

26

(18,142)

(26,230)

19,668

Buildings, halls
and constructions

9,484,907

-

9,770

(21,243)

(8,759,861)

713,573

Equipment

3,091,460

-

45,694

(82,290)

(2,357,520)

697,344

960

-

-

(4)

-

956

36,035

40,407

(55,490)

-

(20,515)

437

Other tangible
fixed assets
Tangible assets
in the course of
construction
Advances paid
for tangible fixed
assets
Total

42

-

-

-

-

42

12,677,418

40,407

-

(121,679)

(11,164,126)

1,432,020

Additions
CZK’000

Disposals
CZK’000

Contribution
of part of
the business
1 May 2007
CZK’000

31 December
2007
CZK’000

Accumulated depreciation and net book value
1 January
2007
CZK’000

Buildings, halls and constructions

(2,883,706)

(98,580)

21,243

2,755,173

(205,870)

Equipment

(2,162,368)

(139,093)

82,290

1,658,609

(560,562)

(5,046,074)

(237,673)

103,533

4,413,782

(766,432)

7,631,344

(197,266)

(18,146)

(6,750,344)

665,588

Total
Net book value
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Cost
1 January
2006
CZK’000
Land

Additions
CZK’000

Transfers
CZK’000

Disposals
CZK’000

31 December
2006
CZK’000

65,995

-

79

(2,060)

64,014

Buildings, halls and constructions

8,012,010

628,467

1,017,266

(172,836)

9,484,907

Equipment

3,013,900

-

148,034

(70,474)

3,091,460

960

-

-

-

960

130,752

1,070,662

(1,165,379)

-

36,035

Other tangible fixed assets
Tangible assets in the course
of construction
Advances paid for tangible fixed
assets
Total

42

122

(122)

-

42

11,223,659

1,699,251

(122)

(245,370)

12,677,418

Accumulated depreciation and net book value
1 January
2006
CZK’000

Additions
CZK’000

Disposals
CZK’000

Provision
CZK’000

31 December
2006
CZK’000

Buildings, halls and constructions

(2,177,459)

(958,083)

172,836

79,000

(2,883,706)

Equipment

(1,937,604)

(295,238)

70,474

-

(2,162,368)

(4,115,063)

(1,253,321)

243,310

79,000

(5,046,074)

Total
Net book value

7,108,596

7,631,344

Surpluses from the 2007 fixed assets-counts were CZK nil (2006: CZK 628,467 thousand)
and shortages were CZK nil (2006: CZK nil). Surpluses in 2006 in the amount of
CZK 628,467 thousand related to basic cushions in the underground storages were filed
to fixed asset register with zero net book value.
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5 Investments in Subsidiary Undertakings
Investments in subsidiary undertakings comprise ordinary shares.
As at 31 December 2007:
Czech entities

Cost
CZK’000

% of
capital

2007 net
profit/(loss)
CZK’000

Net asset
CZK’000

Net value
of investment
CZK’000

RWE Transgas Net, s.r.o.

12,413,484

100

7,410,264

54,700,929

47,637,958***

RWE Gas Storage, s.r.o.

5,621,379

100

1,040,241

14,490,950

13,554,734***

RWE Plynoprojekt, a.s.

Number
of shares

Nominal
value
CZK’000

125,031

1

126,589

100

16,807*

162,940*

165,000

75

1,000

75,000

100

92,322

172,690

171,544**

RWE Distribuční
služby, s.r.o.

75,000

100

(1,101)

73,899

75,000**

RWE Zákaznické
služby, s.r.o.

10,000

100

(762)

9,238

10,000**

8,557,771

69,610,646

RWE Interní služby, a.s.

Total

18,321,452

61,614,236

* Unaudited data
** Net value of investment not adjusted precisely for the actual changes in equity.
***	The net value of investment in RWE Transgas Net, s.r.o. was decreased by dividend income from RWE Transgas Net, s.r.o.
for the year 2007 in the amount of CZK 7,062,971 thousand (see Note 1 General information). The net value of
investment in RWE Gas Storage, s.r.o. was decreased by dividend income from RWE Gas Storage, s.r.o. for the year
2007 in the amount of CZK 936,216 thousand (see Note 1 General information).

Registered office of RWE Transgas Net, s.r.o. is at Prague 10–Strašnice, V Olšinách
75/2300.
On 1 May 2007 RWE Gas Storage, s.r.o. was incorporated as the Company’s fully owned
entity. As at this date the Company contributed part of its business activity to separate
legal entity. Contributed individual assets and liabilities are used by the new entity,
RWE Gas Storage, s.r.o., for its main business activity which is gas storage. The impact of
this contribution is disclosed within the individual notes. Registered office of RWE Gas
Storage, s.r.o. is at Prague 10 – Strašnice, V Olšinách 75/2300.
Registered office of RWE Plynoprojekt, a.s. is at Prague 4–Michle, U Plynárny 223/42.
The change of the name of RWE Energy Customer Services CZ, a.s. to RWE Interní
služby, a.s. was registered on 1 December 2007. Registered office of RWE Interní
služby, a.s. is at Prague 4, Vyskočilova 1481/4.
On 26 July 2007 RWE Distribuční služby, s.r.o. was incorporated as an entity fully owned
by the Company. Registered office of RWE Distribuční služby, s.r.o. is at Brno,
Plynárenská 499/1.
On 27 July 2007 RWE Zákaznické služby, s.r.o. was incorporated as an entity fully owned
by the Company. Registered office of RWE Zákaznické služby, s.r.o. is at Ostrava,
Plynární 2748/6.
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There are no differences between the percentage of ownership and the percentage
of voting rights in any subsidiary. No controlling agreements have been concluded with
subsidiary undertakings. Profit transfer agreements were concluded with RWE Transgas
Net, s.r.o. and RWE Gas Storage, s.r.o.
As at 31 December 2006:
Czech entities

Number
of shares

Nominal
value
CZK’000

RWE Transgas Net, s.r.o.
RWE Plynoprojekt, a.s.

125,031

1

RWE Energy Customer
Services CZ, a.s.

75

1,000

Total

Cost
CZK’000

% of
capital

2006 net
profit/(loss)
CZK’000

Net asset
CZK’000

Net value
of investment
CZK’000

12,385,746

100

4,457,470

51,266,310

47,276,350**

126,589

100

18,164

220,804

75,000

100

12,587,335

216,000*

45,596

171,544

171,544

4,521,230

51,658,658

47,663,894

* Net value of investment not adjusted precisely for the actual changes in equity
** The net value of investment in RWE Transgas Net, s.r.o. was decreased by dividend income from RWE Transgas Net, s.r.o.
for the year 2006 in the amount of CZK 3,989,960 thousand.

6 Other Securities and Investments
Other long-term investments (available for sale)
As at 31 December 2007:
Number
of shares

Nominal value
CZK’000

Fair value
CZK’000

Acquisition
cost
CZK’000

36,778

66,200

290,142

71,725

374,378

374,378

1,677,214

457,853

28,355

28,355

184,591

52,504

-

24

24

24

2,151,971

582,106

Domestic
Jihomoravská plynárenská, a.s.
Severomoravská plynárenská, a.s.
Východočeská plynárenská, a.s.
Foreign
Adria LNG Study Limited
Total
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As at 31 December 2006:
Number
of shares

Nominal value
CZK’000

Fair value
CZK’000

Acquisition
cost
CZK’000

Domestic
Jihomoravská plynárenská, a.s.
Severomoravská plynárenská, a.s.
Středočeská plynárenská, a.s.

36,778

66,200

290,141

71,725

374,378

374,378

1,633,037

457,853

10,379

10,379

76,047

22,154

Východočeská plynárenská, a.s.

28,355

28,355

184,591

52,504

Západočeská plynárenská, a.s.

33,240

33,240

104,806

66,488

-

24

24

24

2,288,646

670,748

Foreign
Adria LNG Study Limited
Total

During the period and as at the balance sheet date, the Company held only available for
sale investments.
Share in Středočeská plynárenská, a.s. (10,379 pieces of shares) and share in
Západočeská plynárenská, a.s. (33,240 pieces of shares) were sold to RWE Gas
International B.V. on 15 January 2007. Total revenue from these sales was
CZK 180,853 thousand. These sales resulted to profit of CZK 92,210 thousand.
The overall impact on equity resulting from revaluation of investments in 2007 was
CZK 8,168,192 thousand (consisting of CZK 7,933,356 thousand from revaluation of
investment in subsidiary RWE Gas Storage, s.r.o., CZK 282,870 thousand from
revaluation of other investments in subsidiary undertakings by the equity method,
CZK 44,177 thousand from the revaluation of other long-term securities and shares to
fair value, CZK (92,211) thousand from cancellation of revaluation of sold shares in
Středočeská plynárenská, a.s. and Západočeská plynárenská, a.s.).
The overall impact on equity resulting from revaluation of investments in 2006 was
CZK 490,612 thousand (consisting of CZK 521,052 thousand from revaluation of
investments in subsidiary undertakings by the equity method, CZK (6,985) thousand
from the revaluation of other long-term securities and shares to fair value,
CZK (23,455) thousand from cancellation of revaluation of sold shares in Severočeská
plynárenská, a.s. and Pražská plynárenská, a.s.).
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7 Inventories
31 December 2007
CZK’000

31 December 2006
CZK’000

891

856

11,783,002

13,973,855

Raw materials
Finished goods
Advances paid for inventory purchases
Net book value

-

3,678

11,783,893

13,978,389

Provision for inventories was nil as at 31 December 2007 and 31 December 2006.
Shortages from the 2007 inventory stock-counts caused by geological losses and
technology consumption of gas in underground storages were CZK 16,491 thousand
(2006: CZK 60,852 thousand) and were accounted for within change in inventories.

8 Receivables

Trade receivables

- current
- overdue

State – tax receivables
Other receivables

- current

Anticipated assets

Provision for doubtful receivables
Net total short-term receivables
Deferred tax asset
Net total receivables

31 December
2007
CZK’000

Contribution
of part of the
business
1 May 2007*
CZK’000

31 December
2006
CZK’000

2,575,064

-

387,593

19,604

-

23,635

2,594,668

-

411,228

340,831

-

230,320

25,628,522

826,294

22,217,438

12,804,695

-

14,009,448

41,368,716

826,294

36,868,434

(17,680)

-

(17,304)

41,351,036

826,294

36,851,130

515,124

182,596

1,830,535

41,866,160

1,008,890

38,681,665

* See Note 5 Investments in subsidiary undertakings

As at 31 December 2007 tax advance payments of CZK 390,625 thousand was decreased
by the income tax provision of CZK 49,794 thousand and classified as Current assets
– Taxes and state subsidies receivable.
As at 31 December 2006 the income tax provision of CZK 3,252,911 thousand was
decreased by tax advance payments of CZK 1,655,404 thousand and classified as
Liabilities – Income tax provision.
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Trade receivables include receivables for gas sales to regional gas traders. Increase in
debtors balance is attributable to change in billing set-up and higher gas sales realized
in December 2007 compared to the previous period.
Other receivables as at 31 December 2007 include intercompany loans in the amount of
CZK 23,995,461 thousand (see Note 18 Related party transactions), short term advances
in the amount of CZK 133,580 thousand a sundry receivables in the amount of
CZK 1,499,481 thousand.
Anticipated assets as at 31 December 2007 contain dividend income from subsidiary
undertakings RWE Transgas Net, s.r.o. and RWE Gas Storage, s.r.o. for the year 2007
in the amount of CZK 7,999,187 thousand, unbilled intercompany gas deliveries in the
amount of CZK 2,425,430 thousand and sundry anticipated assets in the amount of
CZK 2,380,078 thousand.
For an analysis of deferred tax asset, see Note 14 Taxation.
Outstanding receivables have not been secured.
The change in the provision for doubtful receivables may be analysed as follows:
2007
CZK’000
Opening balance as at 1 January
Charge for the year
Released during the year
Written off during the year
Closing balance as at 31 December

2006
CZK’000

17,304

3,368

4,244

13,936

(3,868)

-

-

-

17,680

17,304
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9 Equity
Authorised and issued share capital

Ordinary shares of CZK 800
(fully paid)

Number

31 December 2007
CZK’000

31 December 2006
CZK’000

36,550,385

29,240,308

29,240,308

31 December 2007
CZK’000

31 December 2006
CZK’000

100%

100%

RWE Gas International B.V.

From 10 July 2003, the Company is fully owned by RWE Gas International B.V.,
incorporated in Netherlands. RWE Aktiengesellschaft, incorporated in Germany, is the
ultimate holding company of the group.
The statutory reserve fund may be only used to offset losses. The Company is required
by its Articles of Association and by law to transfer 5% of its annual net profits to the
statutory reserve fund until the balance of this reserve reaches 20% of the issued share
capital.
The net profit after taxation of CZK 8,189,448 thousand for 2006 was approved
and distributed by the decision of the sole shareholder at the general meeting on
5 April 2007.

10 Provisions
Tax-deductible
provisions
CZK’000
Opening balance at 1 January 2006

Income tax
provision
CZK’000

Total
CZK’000

139,370

34,761

-

174,131

37,049

8,406,549

1,597,507

10,041,105

Released in the year

-

(32,351)

-

(32,351)

Used in the year

-

(1,744)

-

(1,744)

176,419

8,407,215

1,597,507

10,181,141

Charge for the year

Closing balance at 31 December 2006
Contribution of part of the business
as at 1 May 2007*

(176,419)

-

-

(176,419)

Charge for the year

-

2,314,414

-

2,314,414

Released in the year

-

(5,716,657)

-

(5,716,657)

Used in the year

-

(2,442,159)

(1,597,507)

(4,039,666)

Closing balance at 31 December 2007

-

2,562,813

-

2,562,813

* See Note 5 Investments in subsidiary undertakings
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For an analysis of the income and deferred tax, see Note 14 Taxation.
Other provisions of CZK 2,562,813 thousand contain mainly the provision for risk related
to the impact of changes in long-term agreements with major gas suppliers.

11 Liabilities
31 December
2007
CZK’000

Contribution
of part of the
business
1 May 2007*
CZK’000

31 December
2006
CZK’000

Trade payables

- current

830,661

(4,481)

867,269

Other payables

- current

16,397,441

37,174

14,377,454

Anticipated liabilities
Total short-term payables

6,861,383

-

6,421,212

24,089,485

32,693

21,665,935

Trade payables

-

(5,115)

-

Total long-term payables

-

(5,115)

-

24,089,485

27,578

21,665,935

Total short- and long-term liabilities
* See Note 5 Investments in subsidiary undertakings

Other payables as at 31 December 2007 contain intercompany loans (see Note 18
Related party transactions) in the amount of CZK 11,543,401 thousand, Value Added Tax
payable in the amount of CZK 1,136,345 thousand and short term received advances in
the amount of CZK 621,216 thousand. Other payables in the amount of
CZK 3,096,479 thousand mainly consists of negative fair value of derivatives
(see Note 13 Derivative financial instruments).
Anticipated liabilities as at 31 December 2007 contain mainly accrual for unbilled gas
deliveries in the amount of CZK 6,577,808 thousand.
The Company had no overdue liabilities as at 31 December 2007 and 31 December 2006.
Trade and other payables have not been secured over any assets of the Company.
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12 Loans
The Company has overdraft and revolving loans with Citibank, ČSOB, and Komerční
banka, that were not used for drawing the loans as at 31 December 2007.
As at 31 December 2006 the Company drew overdraft loan at Citibank in the amount
of CZK 17,616 thousand.

13 Derivative Financial Instruments
The fair value of derivatives is presented in “Other receivables” if positive, or in “Other
payables” if negative. The derivatives can be analysed as follows:
Forward instruments:
31 December 2007

Currency forwards

31 December 2006

Fair value
CZK’000

Notional amount
CZK’000

Fair value
CZK’000

Notional amount
CZK’000

292,262

17,312,131

41,267

961,513

Swap instruments:
31 December 2007
Fair value
CZK’000

Volume of
commodity

Fueloil commodity swap

(665,663)

(490,112) t

Gasoil commodity swap

(915,212)

(482,728) t

Coal commodity swap
Gas commodity swap

(52)

2,094 t

(12,988)

(388) GWh

No swap instruments were used as at 31. December 2007. Notional amount represents
net presentation of total volume of concluded forward and swap transactions.
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Change in a fair value of financial derivatives and connected gains and losses from
financial transactions:
2007
CZK’000
Changes in fair value of financial derivatives

2006
CZK’000

(1,792,277)

(423,606)

Gains from currency derivatives

1,237,498

1,384,597

Losses from currency derivatives

(755,887)

(659,315)

Gains from commodity derivatives
Losses from commodity derivatives
Total

70,457

37,633

(268,531)

(24,141)

(1,508,739)

315,168

Gains and losses are shown in “Other financial income“ and “Other financial expense“.
Certain derivative transactions, although providing effective economic hedges under the
Company’s risk management positions, do not qualify for the hedge accounting under
Czech accounting rules. Therefore they are shown above as trading derivatives. Change
in the fair value of trading derivatives is recorded in the income statement under the
“financial result” category.

14 Taxation
The income tax expense consists of the following:

Current tax expense
Deferred tax expense
Adjustment of prior year income tax expense based
on the actual tax return
Total

2007
CZK’000

2006
CZK’000

49,794

3,252,911

1,498,007

(1,954,172)

4,131

(2,517)

1,551,932

1,296,222
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Current tax can be analysed as follows:

Net profit before taxation
Non-taxable revenues
Difference between accounting and tax depreciation

2007
CZK’000

2006
CZK’000

14,352,883

9,485,670

(16,499,270)

(4,247,841)

(89,007)

(176,977)

2,454,576

8,522,918

Gifts

(10,959)

(29,225)

Net taxable profit

208,223

13,554,545

Non-deductible costs

Income tax rate
Corporate taxation at 24%
Tax discount
Tax to be paid

24%

24%

49,974

3,253,091

(180)

(180)

49,794

3,252,911

The deferred tax asset/(liability) is calculated at 21% (the rate enacted for 2008), 20%
(the rate enacted for 2009) and 19% (the rate enacted for 2010) depending on the
period when temporary difference is expected to crystallise.
Deferred tax asset/(liability) can be analysed as follows:
31 December 2007
CZK’000

Contribution of part
of the business
1 May 2007*
CZK’000

31 December 2006
CZK’000

(25,883)

(182,596)

(191,342)

Other provisions

541,007

-

2,021,877

Net deferred tax asset / (liability)

515,124

(182,596)

1,830,535

Deferred tax liability:
Difference between carrying value
accounting and tax base of fixed
assets
Deferred tax asset:

* See Note 5 Investments in subsidiary undertakings
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15 Revenue Analysis
Sales of own products and services have been generated as follows:

Trade with natural gas

Transit transportation/services connected
with transit transportation

2007
CZK’000

2006
CZK’000

- Foreign

20,871,878

12,319,592

- Domestic

50,701,161

65,146,449

6,087,481

6,352,001

Other

- Foreign

901,667

1,224,708

Total

78,562,187

85,042,750

2007
CZK’000

2006
CZK’000

580,585

6,579,180

16 Other Operating Income

Other operating income

Other operating income mainly resulted from changes in long-term agreements with
major suppliers.

17 Employee Analysis and Staff Costs
Employee numbers
Average number of members of management (employees)
Average number of other members of management

2007

2006

17

13

8

10

Average number of other staff

299

292

Total

324

315

2

1

Average number of members of Supervisory Board (employees)

As at 1 May 2007 as part of the contribution, 7 employees of the Company were
transferred to RWE Gas Storage, s.r.o.
Management includes executive members of the Board of Directors and other directors
and managers directly subordinated to them.
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Management
CZK’000

Other staff
CZK’000

Total
CZK’000

Wages and salaries

56,379

186,910

243,289

Social security costs

16,558

64,226

80,784

487

6,588

7,075

2007

Other social costs
Bonuses to the members of statutory
bodies

3,367

-

3,367

76,791

257,724

334,515

Wages and salaries

41,486

180,838

222,324

Social security costs

14,520

61,397

75,917

376

9,398

9,774

Total
2006

Other social costs
Bonuses to the members of statutory
bodies
Total

2,950

-

2,950

59,332

251,633

310,965

Other transactions with the Company’s employees are described in Note 18 Related
party transactions.

18 Related Party Transactions
On 8 December 2005 the Company concluded a controlling agreement with
RWE Energy AG. The Company is part of the RWE Group and based on the controlling
agreement is controlled by RWE Energy AG (the controlling party). This agreement has
become effective since 1 January 2006 and all commitments from this agreement are
pursuant to Czech law. The controlling party is required to settle a loss of the Company
that could not be settled from the statutory reserve fund or other the Company’s
available funds at latest within two years from the date of approval of financial
statements.
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The Company was involved in the following related party transactions:
Purchases

2007
CZK’000

2006
CZK’000

Regional gas companies (services, interest, financial assets)

171,344

59,632

1,706,395

147,507

5,618

749,643

111,852

339,159

RWE Aktiengesellschaft (financial assets)
RWE Trading GmbH (natural gas)
RWE Energy Aktiengesellschaft (services, financial assets)
RWE Gas Midstream GmbH (natural gas, services,
financial assets)

4,187,560

-

64,192

63,873

RWE Transgas Net, s.r.o. (natural gas, services, interest)

9,342,821

11,062,571

RWE Gas Storage, s.r.o. (storage capacity, services)

1,643,164

-

RWE Interní služby, a.s. (services, interest)

Other

113,616

24,505

17,346,562

12,446,890

2007
CZK’000

2006
CZK’000

-

1,960,277

11,748,940

14,797,599

-

5,239,064

Severočeská plynárenská, a.s.

6,495,316

8,553,977

Severomoravská plynárenská, a.s.

8,746,246

11,823,354

Středočeská plynárenská, a.s.

5,513,140

7,111,450

Východočeská plynárenská, a.s.

5,521,402

6,772,782

Západočeská plynárenská, a.s.

3,975,706

5,067,425

Total purchases

Sales of natural gas
Jihočeská plynárenská, a.s.**
Jihomoravská plynárenská, a.s.
Pražská plynárenská, a.s.*

Other
Total sales of natural gas

12,424,761

5,185,424

54,425,511

66,511,352

* Pražská plynárenská, a.s. was an associate till 28 July 2006
** Jihočeská plynárenská, a.s. was an associate till 29 August 2006

Under category “Other”, sales of natural gas to RWE Energy Aktiengesellschaft,
RWE Trading GmbH, RWE Energy Nederland NV, RWE Gas Midstream GmbH,
Českomoravská plynárenská, a.s., RWE Transgas Net, s.r.o. and RWE Gas Storage, s.r.o.
are included.
Other sales:
Regional gas companies

2007
CZK’000

2006
CZK’000

301,823

171,886

RWE Aktiengesellschaft (interest, financial assets)

2,227,787

780,259

RWE Gas Midstream GmbH (financial assets)

1,009,307

-

RWE Transgas Net, s.r.o. (services)

659,214

1,079,698

RWE Gas International B.V. (financial assets)

180,853

38,888

Other
Total other sales

34,279

19,046

4,413,263

2,089,777

All transactions were realised on arm’s length basis.
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The following related party balances were outstanding as at:
31 December 2007
CZK’000

31 December 2006
CZK’000

Jihomoravská plynárenská, a.s.

647,670

4,472

Severočeská plynárenská, a.s.

338,544

3,325

Severomoravská plynárenská, a.s.

474,088

3,111

Středočeská plynárenská, a.s.

277,353

3,312

Východočeská plynárenská, a.s.

280,924

2,142

Západočeská plynárenská, a.s.

217,413

4,126

56,212

132,991

125

78,573

Trade receivables:

RWE Transgas Net, s.r.o.
RWE Energy Aktiengesellschaft
RWE Gas Storage, s.r.o.
Other
Total trade receivables

44,488

-

2,147

4,418

2,338,964

236,470

109,992

798,241

6,605

39,400

Advances paid:
RWE Transgas Net, s.r.o.
RWE Interní služby, a.s.
RWE Gas Midstream GmbH

9,325

-

125,922

837,641

Jihomoravská plynárenská, a.s.

855

2,105,958

Severočeská plynárenská, a.s.

956

1,061,853

44

1,468,503

1,259

939,568

Východočeská plynárenská, a.s.

30

896,027

Západočeská plynárenská, a.s.

907

625,725

261,533

622,462

92,367

59,920

RWE Energy Nederland NV

-

57,701

RWE Gas Midstream GmbH

2,056,610

-

10,869

10,292

2,425,430

7,848,009

Total advances paid

Unbilled anticipated assets:

Severomoravská plynárenská, a.s.
Středočeská plynárenská, a.s.

RWE Trading GmbH
RWE Aktiengesellschaft

Other
Total unbilled anticipated assets
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31 December 2007
CZK’000

31 December 2006
CZK’000

7,062,971

3,989,960

Receivable from profit transfer:
RWE Transgas Net, s.r.o.
RWE Gas Storage, s.r.o.
Total receivable from profit transfer

936,216

-

7,999,187

3,989,960

477,671

41,267

6,036

-

Other receivables (from derivatives):
RWE Aktiengesellschaft
RWE Energy Aktiengesellschaft
RWE Gas Midstream GmbH

1,009,306

-

Total other receivables

1,493,013

41,267

Loans receivable:
Jihomoravská plynárenská, a.s.

1,038,893

-

Severočeská plynárenská, a.s.

779,759

88,952

Středočeská plynárenská, a.s.

1,682,338

905,256

703,919

525,466

Západočeská plynárenská, a.s.
Českomoravská plynárenská, a.s.

-

25,000

ZČP Net, s.r.o.

98,783

-

SMP Net, s.r.o.

324,496

-

VČP Net, s.r.o.

43,493

-

RWE Gas Storage, s.r.o.

65,000

-

RWE Distribuční služby, s.r.o.

308

-

RWE Aktiengesellschaft

18,957,800

19,450,431

RWE Interní služby, a.s.

300,672

170,000

Total loans receivable

23,995,461

21,165,105

Total receivables

38,377,977

34,118,452

53

Financial Part

Contents

31 December 2007
CZK’000

31 December 2006
CZK’000

393,611

448,629

37,348

103,742

Trade payables:
RWE Transgas Net, s.r.o.
RWE Energy Aktiengesellschaft
RWE Gas Storage, s.r.o.

243,305

-

8,266

14,991

682,530

567,362

Jihomoravská plynárenská, a.s.

-

1,574,205

Severočeská plynárenská, a.s.

-

574,192

Severomoravská plynárenská, a.s.

-

1,162,358

Středočeská plynárenská, a.s.

-

702,898

Východočeská plynárenská, a.s.

-

686,829

Západočeská plynárenská, a.s.

-

516,873

Other
Total trade payables

Advances received:

RWE Gas Midstream GmbH

349,210

-

Total advances received

349,210

5,217,355

299,543

964,010

7,868

40,587

Unbilled anticipated payables:
RWE Transgas Net, s.r.o.
RWE Interní služby, a.s.
RWE Gas Midstream GmbH

370,298

-

8,794

4,946

686,503

1,009,543

Regional gas companies

12,988

-

RWE Aktiengesellschaft

185,409

-

RWE Gas Midstream GmbH

2,596,269

-

Total other payables

2,794,666

-

Severomoravská plynárenská, a.s.

347,336

437,769

Východočeská plynárenská, a.s.

227,152

341,013

-

60,420

Other
Total unbilled anticipated payables

Other payables (from derivatives):

Borrowings:

Západočeská plynárenská, a.s.
Jihomoravská plynárenská, a.s.

-

119,144

Českomoravská plynárenská, a.s.

350,000

-

JMP Net, s.r.o.

584,119

-

SČP Net, s.r.o.

294,589

-

STP Net, s.r.o.

220,583

-

RWE Gas Storage, s.r.o.

14,512

-

9,373,451

6,777,638

-

19,068

RWE Energy Czech Republic, s.r.o.

9,181

8,919

RWE Zákaznické služby, s.r.o.

9,907

-

RWE Transgas Net, s.r.o.
RWE Interní služby, a.s.

RWE Plynoprojekt, a.s.
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-

Total borrowings

11,543,401

7,763,971

Total payables

16,056,310

14,558,231
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The loans receivable and payable bear interest at market interest rates. Trade receivables
and payables arose under the same terms and conditions as for unrelated parties.
Receivables from related parties are not provided for.
Company cars are made available for use by board members and other management in
total acquisition costs of CZK 49,387 thousand (2006: CZK 42,675 thousand).
The Company provides foreign members of management with accommodation, in 2007
rent totaled to CZK 8,033 thousand (2006: CZK 12,101 thousand).
Share option bonus plan has been provided to the management, in 2007 provision for
this plan was created in the amount of CZK 10,193 thousand (2006: 7,899 thousand).
Total remuneration for members of the Board of Directors was CZK 1,682 thousand
(2006: CZK 1,640 thousand). Total remuneration for members of the Supervisory Board
was CZK 1,685 thousand (2006: CZK 1,310 thousand).
Besides the above disclosed remuneration and benefits, there was no other cash or
non-cash consideration provided in 2007 and 2006 to the Company’s shareholders,
members of the Company boards and management.

19 Commitments
There were not any capital commitments contracted by the Company as at
31 December 2007 (as at 31 December 2006: CZK 7,116 thousand).

20 Contingent liabilities
The Company has written a customs guarantee in the amount of CZK 5,000 thousand
with Komerční banka.
The Company has filed a request for dismissal of the claim for the compensation of
damage enforced by the GBI Investments CZ a.s. against the Company. Next legal
proceedings will take place in 2008.
The management of the Company is not aware of any other significant unrecorded
contingent liabilities as at 31 December 2007.
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21 Subsequent Events
Mr Filip Thon resigned from his position of a member and Vice-Chairman of the Board of
Directors effective from 1 January 2008.
Mr Dirk Simons was appointed as a Vice-Chairman of the Board of Directors by the
resolution of the Board of Directors effective from 1 January 2008. Mr Tomáš Varcop was
appointed as a member of the Board of Directors by the resolution of the sole
shareholder of the Company effective from 1 January 2008.
By the resolution of the sole shareholder of the Company Mr Filip Thon was appointed as
a member of Supervisory Board effective from 1 January 2008.

22 Cash Flow Statement
Cash and cash equivalents disclosed in the cash flow statement can be analysed as
follows:
31 December 2007
CZK’000
Cash on hand and in transit
Cash in bank
Receivable arising from Cash-pooling
Bank overdrafts
Cash and cash equivalents
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31 December 2006
CZK’000

955

859

544,679

627,566

14,957,170

17,062,133

-

(17,616)

15,502,804

17,672,942
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Statutory approvals
These financial statements have been approved for submission to the shareholder by the
Company’s Board of Directors.

20 February 2008

Martin Herrmann
Chairman of the Board of Directors

Dirk Simons
Vice-Chairman of the Board of Directors

Translation note
This version of the accompanying documents is a translation from the original, which
was prepared in Czech language. All possible care has been taken to ensure that the
translation is an accurate representation of the original. However, in all matters of
interpretation of information, views or opinions, the original language version of our
report takes precedence over this translation.
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5 Independent Auditor’s Report
5.1 A
 uditor’s Report on the Financial
Statements

ENGLISH TRANSLATION

PricewaterhouseCoopers Audit, s.r.o.
Kateřinská 40/466
120 00 Prague 2
Czech Republic
Telephone +420 251 151 111
Facsimile +420 251 156 111

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDER OF RWE TRANSGAS, A.S.
We have audited the accompanying financial statements of RWE Transgas, a.s.
(“the Company”), which comprise the balance sheet as at 31 December 2007, the
income statement, statement of changes in equity and cash flow statement for the year
then ended and notes, including a summary of significant accounting policies (“the
financial statements”). Details of the Company are disclosed in note 1 to these financial
statements.
Board of Directors’ Responsibility for the Financial Statements
The Board of Directors is responsible for the preparation and fair presentation of the financial
statements in accordance with Czech accounting legislation. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based
on our audit. We conducted our audit in accordance with the Act on Auditors
of the Czech Republic, International Standards on Auditing and the related application
guidance of the Chamber of Auditors of the Czech Republic. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

PricewaterhouseCoopers Audit, s.r.o., registered seat Kateřinská 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521,
registered with the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit
Companies with the Chamber of Auditors of the Czech Republic under Licence No 021.
© 2008 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. "PricewaterhouseCoopers" refers to the Czech firm of
PricewaterhouseCoopers Audit, s.r.o. or, as the context requires, the network of member firms of PricewaterhouseCoopers International
Limited, each of which is a separate and independent legal entity.
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Shareholder of RWE Transgas, a.s.
Independent auditor’s report
An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend
on the auditor’s judgment, including assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Company’s
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.
An audit also includes evaluating the appropriateness of the accounting policies used
and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements give a true and fair view of the financial position
of the Company as at 31 December 2007, its financial performance and its cash flows for
the year then ended in accordance with Czech accounting legislation.
20 February 2008

PricewaterhouseCoopers Audit, s.r.o.
represented by Partner

Petr Šobotník
Auditor, Licence No. 113

Translation note
This version of our report is a translation from the original, which was prepared in Czech. All possible care has been taken to ensure that the
translation is an accurate representation of the original. However, in all matters of interpretation of information, views or opinions, the
original language version of our report takes precedence over this translation.
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5.2 Auditor’s Report on the Annual Report

ENGLISH TRANSLATION

PricewaterhouseCoopers Audit, s.r.o.
Kateřinská 40/466
120 00 Prague 2
Czech Republic
Telephone +420 251 151 111
Facsimile +420 251 156 111

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDER OF RWE TRANSGAS, A.S.
We have audited the annual report of RWE Transgas, a.s. (“the Company”) for consistency
with the financial statements for the year ended 31 December 2007 which are included in
this annual report on pages 23–59. The Board of Directors is responsible for the accuracy of
the annual report. Our responsibility is to express an opinion on the consistency of the
annual report and the financial statements based on our audit.
We conducted our audit in accordance with the International Standards on Auditing and the
related application guidance of the Chamber of Auditors of the Czech Republic. Those
standards require that the auditor plan and perform the audit to obtain reasonable assurance
about whether the information included in the annual report describing matters that are also
presented in the financial statements is, in all material respects, consistent with the relevant
financial statements. We believe that our audit provides a reasonable basis for our opinion.
In our opinion, the information included in the annual report of the Company for the
year ended 31 December 2007 is consistent, in all material respects, with the financial
statements referred to above.
17 March 2008

PricewaterhouseCoopers Audit, s.r.o.
represented by Partner

Petr Šobotník
Auditor, Licence No. 113
Translation note
This version of our report is a translation from the original, which was prepared in Czech language. All possible care has been taken to
ensure that the translation is an accurate representation of the original. However, in all matters of interpretation of information, views or
opinions, the original language version of our report takes precedence over this translation.
PricewaterhouseCoopers Audit, s.r.o., registered seat Kateřinská 40/466, 120 00 Prague 2, Czech Republic, Identification Number: 40765521,
registered with the Commercial Register kept by the Municipal Court in Prague, Section C, Insert 3637, and in the Register of Audit
Companies with the Chamber of Auditors of the Czech Republic under Licence No 021.
© 2008 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. "PricewaterhouseCoopers" refers to the Czech firm of
PricewaterhouseCoopers Audit, s.r.o. or, as the context requires, the network of member firms of PricewaterhouseCoopers International
Limited, each of which is a separate and independent legal entity.
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Scheme of the relations between and control of companies along
the relevant line within the RWE Group as at 31 December 2007
RWE AG, Essen
100.00% RWE Energy AG
		
1.00% RWE Energy Czech Republic, s.r.o.
		
1.00% RWE Energy Hungária Tanácsadó Kft.
		
100.00% RWE Gas International B.V.
			
100.00% RWE Transgas, a.s.
				
100.00% RWE Transgas Net, s.r.o.
				
100.00% RWE Gas Storage, s.r.o.
				
100.00% RWE Interní služby, a.s.
				
100.00% RWE Distribuční služby, s.r.o.
				
100.00% RWE Zákaznické služby, s.r.o.
				
100.00% RWE Plynoprojekt, a.s.
				
18.09% Severomoravská plynárenská, a.s.
				
2.95% Východočeská plynárenská, a.s.
				
2.46% Jihomoravská plynárenská, a.s.
			
100.00% Severočeská plynárenská, a.s.
				
100.00% SČP Net, s.r.o.
			
100.00% Západočeská plynárenská, a.s.
				
100.00% ZČP Net, s.r.o.
			
99.00% RWE Energy Czech Republic, s.r.o.
			
96.69% Středočeská plynárenská, a.s.
				
100.00% STP Net, s.r.o.
			
63.62% Východočeská plynárenská, a.s.
				
100.00% VČP Net, s.r.o.
			
49.64% Severomoravská plynárenská, a.s.
				
100.00% SMP Net, s.r.o.
				
52.25% GASFINAL, a.s.
			
47.66% Jihomoravská plynárenská, a.s.
				
100.00% JMP Net, s.r.o.
				
47.75% GASFINAL, a.s.
			
100.00% Českomoravská plynárenská, a.s.
			
100.00% RWE Energy Nederland N.V.
			
99.00% RWE Energy Hungária Tanácsadó Kft

© 2008 RWE Transgas, a.s. Production ENTRE s.r.o.
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