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Key Ratios (CAS*)
2010
Total sales (CZK m)

118,310

EBITDA (CZK m)

(14,105)

Operating result (CZK m)

(14,151)

Loss before taxation (CZK m)

(7,610)

Loss after taxation (CZK m)

(4,859)

Investments (CZK m)
Number of employees (converted to FTE)

*

CAS means Czech Accounting Standards.

RWE Transgas, a.s. is hereinafter also referred to as “the Company” or “RWE Transgas”.
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1 The Chairman’s Statement

The year 2010 was an exceptionally challenging year for RWE Transgas.
Global gas markets suffered from a collapse in demand as a consequence
of the financial crisis. At the same time, a huge oversupply of LNG (liquefied
natural gas) as a consequence of shale gas production in the US could
be observed. This also affected the European gas markets, with a dramatic
effect on prices on the Continental traded wholesale markets, which
in exceptional cases dropped to as low as 50% of the price of oil-indexed
gas supplies under long-term import contracts. Liquidity in these traded
wholesale markets increased significantly. The Czech market was virtually
flooded with cheaply priced gas, which had a very negative effect on our
sales into 2011 and beyond, and negatively affected both our market
share and profitability. In early 2010, RWE Transgas initiated negotiations
with its major supplier, Gazprom export, Russia, on adjustments to our
purchase price in order to conform to the prevailing market conditions.
The lack of progress in these negotiations forced us to file for arbitration
in December 2010. Whilst commercial negotiations are continuing,
we cannot be certain of an early resolution. Since an arbitral award cannot
be expected until 2012, the Company considered it prudent to create
accounting provisions for covering probable losses incurred in natural gas
trading in the years to come.
Last year was also shaped by the preparations for the implementation
of the European Commission’s third energy package, which is to come
into force as part of an amendment to the Energy Act in 2011.
The package includes a requirement for a more profound unbundling
of natural gas trade from the gas transmission business. RWE Transgas
therefore decided to rename its RWE Transgas Net subsidiary NET4GAS
and to carry out total rebranding. Furthermore, this process was
supported by the progressive termination of nearly all the service level
agreements (SLA) that were in place between the two companies.
In 2010, RWE Transgas’s subsidiaries RWE Gas Storage and NET4GAS
continued with major investment projects. The most important gas
storage project was the launch of work on expanding the Třanovice
storage facility by RWE Gas Storage. NET4GAS made progress in its
project to build a new transit pipeline named Gazelle. Construction work
has been started for building a border transfer station at Brandov, close
to the German border, connecting the NET4GAS transit system with the
newly built German transit pipeline, Opal.
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A major step for the further development of the RWE Group’s activities on the Czech market was
entry into the Czech electricity market. RWE Group companies were successful and won more than
30,000 new customers. The increasing churn rates in both the gas as well as the electricity markets are
a particular challenge for our customer service company. As it remains a high priority for RWE to offer
first-class customer services, we will be putting a lot of focus on this topic in 2011.
Our Slovak business has developed very positively. RWE Gas Slovensko has achieved a market share
of 25% in the key account segment, with an overall market share of 15%, making us the second
largest player on the Slovak gas market.
Looking into 2011, the challenges ahead of us are large, but I am confident that we have initiated all
the necessary steps to manage these challenges.
All of this demands an exceptional performance from our employees. On behalf of the Board
of Directors I would like to express our gratitude to them for their outstanding work in 2010.

Martin Herrmann
Chairman
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The Board of Directors as at 31 December 2010
Martin Herrmann
Chairman; Strategy & Communication
Born:
3 July 1967
Education:
Westfälische Wilhems-Universität, Münster, Economics
Membership of bodies of other companies:
Managing Director of RWE East, s.r.o.; Chairman of the Jihomoravská plynárenská, a.s.,
Severomoravská plynárenská, a.s., Východočeská plynárenská, a.s., RWE Energie, a.s.
and RWE Gas Storage, s.r.o. Supervisory Boards; Vice-Chairman of the NET4GAS, s.r.o. Supervisory Board;
Member of the RWE Supply & Trading GmbH Supervisory Board
Any other business activities:
None

Dirk Simons
Vice-Chairman; Finance
Born:
9 December 1966
Education:
Technische Hochschule Aachen, Economic Science
Membership of bodies of other companies:
Member of the RWE Gas Storage, s.r.o. Supervisory Board
Any other business activities:
None

Dr Wolfgang Peters
Member; Supply & Wholesale
Born:
12 June 1953
Education:
University of Hamburg, Doctorate in Law;
Executive MBA, California State University Hayward
Membership of bodies of other companies:
Member of the RWE Gas Storage, s.r.o. Supervisory Board
Any other business activities:
None
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Tomáš Varcop
Member; National Sales
Born:
15 April 1965
Education:
Brno University of Technology, Faculty of Mechanical Engineering;
MBA from University of Pittsburgh
Membership of bodies of other companies:
Member of the Jihomoravská plynárenská a.s., Severomoravská plynárenská, a.s.
and Východočeská plynárenská, a.s. Supervisory Boards
Any other business activities:
None
Changes in the Company’s Board of Directors in 2010 and at the beginning of 2011:
The term of office of Martin Herrmann, Chairman of the Board of Directors, ended on 18 May 2010.
By a decision adopted by the sole shareholder acting in the capacity of the Company’s General Meeting,
Martin Herrmann was re-elected to the Board of Directors with effect from 19 May 2010. With effect
from that same day, the Company’s Board of Directors elected him as the Chairman. The term of office
of Dirk Simons, Vice-Chairman of the Board of Directors, ended on 14 November 2010. By a decision
adopted by the sole shareholder acting in the capacity of the Company’s General Meeting, Dirk Simons
was re-elected to the Board of Directors with effect from 15 November 2010. With effect from that
same day, the Company’s Board of Directors elected him as the Vice-Chairman.
The term of office of Tomáš Varcop, member of the Board of Directors, ended on 1 January 2011.
By a decision adopted by the sole shareholder acting in the capacity of the Company’s General Meeting,
Tomáš Varcop was re-elected to the Board of Directors with effect from 2 January 2011.
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2 Report of the Supervisory Board for 2010

The Supervisory Board continuously monitored the Company’s business activities, its results and the
Board of Directors’ performance of its powers and responsibilities in the past period. In 2010 the
Supervisory Board held four ordinary and two extraordinary 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 2 March 2011, the Supervisory Board reviewed the Company’s annual financial statements for the
period ended on 31 December 2010, and the Board of Directors’ proposal for the loss settlement.
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 2010,
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 2010 and the Board of Directors’ proposal for 2010 loss settlement.
The Supervisory Board expresses its gratitude to all employees for their work performed for the
Company in 2010.

Prague, on 2 March 2011

Dr Rolf Martin Schmitz
Chairman, Supervisory Board
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Supervisory Board as at 31 December 2010
Dr Ulrich Jobs
Chairman
Born:
20 April 1953
Education:
Technische Universität Clausthal, Doctorate in mining/mine engineering
Membership of bodies of other companies:
Chairman of the RWE Dea AG, ELMÜ Nyrt., EMASZ Nyrt., RWE Npower Holdings plc
and RWE Polska S. A. Supervisory Boards; Member of the RAG Deutsche Steinkohle AG, Essent N.V.
and Mátrai Erőmű ZRt. Supervisory Boards
Any other business activities:
None

Dr Rolf Pohlig
Vice-Chairman
Born:
10 December 1952
Education:
Ruhr-Universität Bochum, Economics, Doctorate in Economics
Membership of bodies of other companies:
RWE AG Board of Directors Member; Chairman of the RWE Pensionsfonds AG Supervisory Board;
Member of the RWE Power AG, RWE Rheiland Westfalen Netz AG, RWE Vertrieb AG, Essent N.V.
and RWE Npower Holdings plc Supervisory Boards
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 bodies of other companies:
None
Any other business activities:
None
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Axel Gerhardy
Member
Born:
14 August 1971
Education:
Georg-August-Universität, Göttingen, Economics
Membership of bodies of other companies:
Member of the TE Plomin d.o.o. Supervisory Board
Any other business activities:
None

Michal Pech
Member
Born:
27 September 1976
Education:
University of Economics, Prague, Faculty of International Relations;
Czech University of Life Sciences Prague, Faculty of Engineering
Membership of bodies of other companies:
None
Any other business activities:
None

Dr Marie-Theres Thiell
Member
Born:
1 May 1959
Education:
Westfälische Wilhelms-Universität, Münster; Doctorate in Law
Membership of bodies of other companies:
Chairman of the RWE Hungaria Kft. and ELMÜ/EMASZ Board of Directors;
Managing Director of RWE East, s.r.o.; Vice-Chairman of the Fövárosi Gázmüvek Zrt. Board of Directors
Any other business activities:
None
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Filip Thon
Member
Born:
17 June 1972
Education:
Institute of Chemical Technology Prague; doctorate at VSB-Technical University of Ostrava
Membership of bodies of other companies:
Chairman of the RWE Polska S.A. Board of Directors; Managing Director of RWE East, s.r.o.;
Member of the Essent N.V. Supervisory Board
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 bodies of other companies:
Member of the NET4GAS, s.r.o. and RWE Gas Storage, s.r.o. Supervisory Boards
Any other business activities:
None
Changes in the Company’s Supervisory Board in 2010 and at the beginning of 2011:
By a decision adopted by the sole shareholder acting in the capacity of the Company’s General Meeting,
Dr Rolf Pohlig and Dr Marie-Theres Thiell were elected to the Supervisory Board with effect from
5 February 2010. On 5 March 2010, the Supervisory Board elected Dr Pohlig as the Vice-Chairman.
On that same date the Supervisory Board also discussed the resignation of Tomáš Uvíra, member
of the Supervisory Board, as from 5 March 2010. By a decision adopted by the sole shareholder acting
in the capacity of the Company’s General Meeting, Axel Gerhardy was elected to the Supervisory Board
with effect from 1 May 2010. The term of office of Mrs Milada Vlasáková, member of the Supervisory
Board, ended on 4 November 2010. Dr Ulrich Jobs and Dr Marie-Theres Thiell stepped down from the
Supervisory Board as of the end of 31 December 2010.
By a decision adopted by the sole shareholder acting in the capacity of the Company’s General Meeting,
Dr Rolf Martin Schmitz, Andreas Günter Zetzsche and Norbert Heinrich Schürmann were elected
to the Supervisory Board with effect from 1 January 2011. The Supervisory Board elected
Dr Rolf Martin Schmitz as the Chairman of the Supervisory Board with effect from 2 March 2011.
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3	Management Report for 2010

3.1 Results
Revenues, expenses, profit/loss
In 2010 the Company achieved a loss after taxation of minus CZK 4,859 million, down by 131%
in comparison with 2009. Loss before taxation amounted to minus CZK 7,610 million.
In 2010 RWE Transgas’s operating result amounted to minus CZK 14,151 million. In comparison with
2009 it went down by CZK 28,407 million. The significant decrease in the operating result was primarily
attributable to provisions for liabilities arising from identified business risks. The risks arise from
long-term gas purchase contracts and the expected unfavourable trend in market prices
as a consequence of oversupply of gas to Europe.
Operating revenues amounted to CZK 115,040 million while operating expenditure was
CZK 129,191 million.
In 2010 the financial result amounted to CZK 6,541 million; it was mainly made up of transferred profits
of the Company’s subsidiaries NET4GAS, s.r.o. and RWE Gas Storage, s.r.o.
In 2010 the Company made investments worth CZK 8 million in tangible and intangible assets.
Unlike 2009, the Company did not invest in financial assets.
Structure of assets and liabilities
Structure of total assets
The Company’s total assets decreased by 2% to CZK 135,201 million in 2010. Fixed assets accounted
for 49.7% of total assets. Fixed assets were worth CZK 67,210 million and were mostly made up of long-term
financial assets worth CZK 66,719 million, and also tangible fixed assets worth CZK 490 million.
Current and other assets dropped year-on-year, by CZK 3,927 million, and as at 31 December 2010
amounted to CZK 67,990 million. In the current assets category, short-term receivables went down
by CZK 4,077 million, long-term receivables went up by CZK 3,141 million and inventories dropped
by CZK 3,349 million. Short-term financial assets increased by CZK 483 million while other assets
decreased by CZK 125 million. Inventories accounted for 14% and short-term receivables for 78%
of the current and other assets.
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Structure of assets
1,268
3,550

373

9,921

67,210

52,879

Fixed assets

Short-term receivables

Inventories

Long-term receivables

Short-term ﬁnancial assets

Other assets

Structure of shareholders’ equity & liabilities
The Company’s equity dropped by CZK 20,013 million to CZK 76,959 million in 2010, and accounted
for 56.9% of the Company’s total shareholders’ equity and liabilities. As in the preceding period
RWE Transgas financed all of its activities using mainly its own resources in 2010. Borrowings and other
liabilities amounted to CZK 58,242 million and were made up of short-term liabilities, 68%,
and provisions, 32%.
Risk management
At RWE Transgas, the responsibility for risk management falls within the remit of the Risk Management
Committee, whose members are representatives of the Company’s management.
The Company records all identified risks in the 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
size of potential damage. RWE Transgas covers the most significant risks with the help of insurance,
hedging transactions, limits on risk positions, provisioning, and applying various preventive measures,
depending on the nature of each particular risk.
The Company re-measures all derivatives at their fair value as at the balance sheet day. RWE Transgas
does not use hedge accounting.
Research and Development
The Company does not carry out research and development of new products.
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The Company’s organisational units abroad
On 28 August 2008, the Company established its organisational unit in the Slovak Republic under the name
of RWE Transgas, a.s., organizačná zložka; registered office at Mlynská 31, 042 91 Košice; it is incorporated
in the Commercial Register of the Košice District Court under Company No. [IČO]: 36 859 877.

3.2 Gas Business
Gas purchase
The purchase portfolio of RWE Transgas predominantly consists of long-term supply contracts.
RWE Transgas purchases natural gas from Russia (the Company’s largest long-term supply contract
was concluded with Gazprom export) and Norway (supply contracts with four different suppliers),
which diversifies and improves the Company’s portfolio in terms of security of supply standards.
Total purchases under long-term supply contracts amounted to 116.3 TWh in 2010.
The price level under most of these purchase contracts is mainly determined by alternative sources
of energy, which means that the development of oil and coal prices in the international markets and
exchange rates play the primary role. Crude oil and oil derivatives are commodities traded worldwide
and growing demand, mainly from Asian countries, is boosting their prices, which also affects the gas
prices under long-term supply contracts of RWE Transgas.
On the other hand, higher liquidity in the European gas markets, demand destruction related to the
financial crisis, and the development of non-conventional methods of gas production resulting in the
redirection of LNG cargoes from US markets to Europe, have kept the Continental gas market prices
at very low levels. The negative spread between the market price of gas and prices of contracts indexed
to oil products remained very wide throughout 2010 and in certain periods fluctuated around 50%
of the price of oil-indexed purchase contracts.
A combination of both effects, i.e., high procurement costs under long-term purchase contracts related
to inflated oil prices and low market prices in the European gas markets influenced adversely the
competitive position of RWE Transgas. Most of long-term procurement contracts allow the contracting
parties to request a review of the contract, mainly the contract price. RWE Transgas is actively
negotiating with most of its gas suppliers to align contract purchase prices with the Company’s sales
opportunities. In the first half of 2010, RWE Transgas requested a review of the contract price under
its largest purchase contract with Gazprom export; after months of difficult negotiations the Company
decided to file for arbitration. During 2010, the Company also started commercial negotiations on price
adjustments with certain Norwegian suppliers in accordance with the respective contract terms.
Apart from purchases under long term supply contracts, RWE Transgas is also active in foreign traded
markets. Market purchases and purchases from other sources amounted to 64.9 TWh, a vast majority
of which were swap operations. In 2010, RWE Transgas purchased a total of 181.2 TWh of natural gas,
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which is 22.1% more than in the previous year. Net purchases (excluding swap operations) amounted
to 119 TWh, which is 18.4% more than in the calendar year 2009.
Gas sales
In 2010, natural gas sales in the Czech Republic totalled 66.4 TWh. In comparison with 2009, sales
dropped by approximately 14%. The main reason for this decline in sales was the customer churn caused
by growing competition on the Czech natural gas market, with customers switching over to competing
suppliers on both wholesale and retail markets. Sales to the Slovak natural gas market totalled 7.8 TWh
in 2010. Net sales of natural gas on other international markets amounted to 52.9 TWh.
Throughout 2010 the Company supplied all its customers in both the Czech Republic and
the Slovak Republic in line with its contractual obligations.
In 2010, natural gas was sold on the Czech wholesale market for the following calendar years through
the VOP system for the first time. The VOP system provides for transparent and non-discriminatory
sale to all regional gas companies and other traders operating on the Czech natural gas market.
Unlike the previous “quantity allocation system” used from 2007 to 2009, the VOP system offers
a broader range of products.
Development of RWE Transgas’s share of the Czech wholesale gas market in 2006–2010
99.1%

96.4%
87.6%

86.6%
69.8%

30.2%
12.4%
0.9%

Year

2006

13.4%

3.6%

2007

RWE Transgas’s wholesale market share

2008

2009

2010

Other suppliers’ wholesale market share

Based on RWE Transgas net sales, total Czech consumption as reported by the Energy Regulatory Office (www.eru.cz).
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Gas transmission
In 2010 RWE Transgas held gas transport agreements with Moscow-based OOO Gazprom export,
Leipzig-based Verbundnetz Gas AG, and Kassel-based Wintershall AG.
The operation of the gas transmission system has been legally unbundled, and the Company therefore
buys all transmission services from the transmission system operator, NET4GAS, s.r.o. This transmission
system 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.
RWE Transgas also buys transmission services for shipping the gas earmarked for consumers on the
domestic Czech market. In respect of Russian gas imports, the Company has provisions in place for
transmission across Slovakia, namely with eustream, a.s., while systems operated by Statoil Deutschland
Transport GmbH and ONTRAS - VNG Gastransport GmbH transport Norwegian gas across Germany.

3.3 Business, Marketing and Communication Activities
Business Strategy
In 2010 the strategic business priorities of the RWE Group in the Czech Republic mainly focused
on maintaining its market share of natural gas sales and on its active entry into the mass electricity
market for customers in the Household and Small Customer categories.
RWE Transgas’s natural gas sales directly depend on the success achieved in gas sales by its customers,
i.e., regional gas companies included mainly in the RWE Group. The situation on the Czech energy
market was characterised by competitors’ influence growing stronger. The key market factors can
be perceived in the fact that all energy incumbents entered into the mass market in both key energies,
i.e., electricity and natural gas, and also in the increasingly intensive operations of certain alternative
suppliers. This was caused mainly by oversupply of natural gas on the European gas market.
The National Sales division tackled the above challenges by continuously developing a portfolio
of products and services in the area of both natural gas sales and, newly, electricity sales. In addition
to price sensitivity, the key account segment is also characterised by increasing demand for tailor-made
structured products and solutions. The Company believes that its effort in this area will improve
and strengthen its position amongst these customers. On the mass market, the key objective of the
RWE Group in the Czech Republic was to retain its current customers, by state-of-the-art services and
additional offerings.
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Part of the strategy in 2010 was also active expansion into distribution areas outside RWE’s traditional
zones in the Czech Republic.
In its business activities, the Company consistently applied measures in business risk management
to prevent undesirable impacts on the Company’s finances.
Marketing activities
In 2010 the Marketing department of RWE Transgas, which centrally provides for these activities for all
regional companies of the RWE Group in the Czech Republic, continued in the trend of improving the
products and services offered to RWE’s current and potential customers.
The principal marketing activities were geared towards strong support for the entry into the mass
electricity market and achieving the sales targets in 2010. As part of development, the Company
prepared some brand new products for customers: RWE Garant 2011, and RWE Stabil 2012.
The offering of standard products was extended to include opportunities to win an attractive bonus
for executing an agreement on electricity supply from RWE, in particular when multiple agreements
were executed at the same time.
The development of a set of measures under the slogan “Ever Better Services” became the key initiative
focused on retaining the current mass market customers.
The mainstay activities under the “Ever Better Services” slogan included the extension of the offering
under the RWE PREMIUM customer scheme, which helps Retail customers to obtain large discounts
from RWE’s alliance partners and to take advantage of a broad range of consumer goods of well-known
brands on offer. This customer scheme includes long-term agreements concluded between RWE and
selected alliance partners (SULKO s. r. o., DEKTRADE a.s., Viessmann,spol. s r.o., Karma Česky Brod a.s.,
MORA - TOP s.r.o., and Energ, spol. s r.o.). The “Ever Better Services” slogan also covers long-term
support for rational energy use on the part of RWE’s customers.
With a view to retaining current customers, some of the marketing activities also focused on improvements
through the development of customer care. This effort included the provision of support for changes
in the network of RWE’s contact points and also the development of the RWE ONLINE SERVIS application,
which is free of charge and today helps customers manage their accounts effectively from any computer
without the need to pay a personal visit to a customer service centre.
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The market changes in 2010 also resulted in the implementation of a number of new features
in customer research and analysis; the objective is that the better knowledge of the needs and
condition of all customers in each of the market segments supports the meeting of business targets
over the short and long term.
Communication Activities
RWE Transgas coordinates and performs all communication activities for most of the RWE Group companies
in the Czech Republic. This centralisation enables a uniform presentation of the RWE Group’s brand,
products, services and attitudes, as well as an effective and timely provision of the required information.
In 2010 RWE Transgas provided communication support for its subsidiaries’ entry of the electricity
market. In this respect, the key role was played by support through media communication, which
triggered a shift in the general public’s perception of the RWE Group from an exclusive supplier
of natural gas to a customer-focused energy group. The Company also cooperated in the development
of uniform branding for its newly opened customer centres.
In 2010 the key activity in sponsorship included the long-term projects RWE – Energy of Czech Film
and RWE – Energy of Czech Skiing. New surveys confirmed that the RWE Group in the Czech Republic,
headed by RWE Transgas, continues to be perceived as the most important sponsor of Czech film
and Czech skiing.
In 2010 the Company supported the film comedy Ženy v pokušení [Women in Temptation], a film
combining puppets and actors, Kuky se vrací [Kooky’s Return], a film adaptation of the book
Román pro muže [A Novel for Men] and the drama Hlava-ruce-srdce [Head-Hands-Heart], the first
produced film the script of which received an award from Filmová nadace RWE & Barrandov Studio
[RWE & Barrandov Studio Film Foundation]. RWE Transgas continued its co-operation with this
foundation, and also with Czech Television supporting documentary film projects. The Company
donated a financial gift to the Film and TV School of the Academy of Performing Arts in Prague.
It was also the main partner of the Karlovy Vary International Film Festival.
In the 2009/2010 winter season, RWE Transgas was a partner of 16 ski resorts in the Czech Republic.
The Company supported Anna Kulíšková, one of the best representatives of Český svaz zrakově
postiženych sportovců [the Czech Blind Sportsmen Association] in downhill skiing, and it was the
general partner of the RWE Handicapped Skiers Centre in Janské Lázně and also sponsored the
activities of Sportovní gymnázium [a grammar school promoting sports] in Vrbno pod Pradědem,
Sportovní akademie [Sports Academy] in Špindlerův Mlýn and the Skiinterkriterium international ski
competition for pupils.
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The Company interlinked the two long-term projects by a new activity, RWE KARTA [RWE CARD].
The card helps Household customers to benefit from 20% off the price of the admission tickets for all
Czech films presented in CineStar multiplex cinemas and in the Golden Apple Cinema Zlín multiplex
cinema, and also 20% off the price of the ski passes in all RWE partner ski resorts.
In 2010 RWE Transgas was the general partner of the Czech Olympic Team and the Czech Paralympic
Team. For the 16th time it was the official partner of the Prague Spring International Music Festival.
Regarding charity, RWE Transgas focuses on aid to children in need, the disabled and senior citizens,
and also on supporting health research and the environment. In 2010 the Company cooperated with
renowned charitable organisations, such as the Nadace Charty 77 foundation – Konto BARIERY, the
Nadace Naše dítě foundation, the Nadace ADRA foundation, and the ŽIVOT 90 civic association.
To support team spirit among the employees of the companies of the RWE Group in the Czech Republic,
last year RWE Transgas organised a number of team events. The winter and summer gas games were
held, and also the Blue Day in Nové Město na Moravě, which was also intended for the employees’
families. The Company also organised trips to partner ski resorts and private screenings of selected
films, which met with a favourable response.
In 2010 RWE Transgas supported its employees who engage in voluntary work for others in their leisure
time. Under the RWE COMPANiUS initiative, the Company contributed CZK 1.2 million to 62 projects
in the areas of education and training, social issues, environmental protection, culture and sports.

3.4 Human Resources
With a view to maximising the standardisation, availability and effectiveness of HR services for both
internal and external customers, in 2010 the Company carried out the initial stages of its project for
a transformation of personnel management processes and reorganisation of HR.
The Company joined the Group’s project called RWE Diversity, which is geared towards support for
families with little children, monitoring the proportion of men and women in managerial positions,
and the employees’ age structure.
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Staffing levels
Year (31/12)

2008

2009

2010

Total RWE TG

256

289

361

0

0

0

256

289

361

of whom: Manual
Professional

The staffing level was mainly influenced by the transfer of the employees of the HR units of the
RWE Group’s companies in the Czech Republic to RWE Transgas.
Employee structure by education, in percent

38.7%

36.0%

0.8%

Year

68.0%

63.5%

60.5%

0.8%

0.5%

2008
Secondary

31.2%

2009
Complete secondary

2010
University

New employees with university education joined the Company, and therefore its qualifications structure
significantly changed in comparison with 2009.
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 was
considerably influenced by the restructuring and the related changes in the structure of the professions
and qualifications of the Company’s employees.
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Professional training and career development
In the area of training and personnel development, the Company placed emphasis on maintaining and
upgrading its employees’ professional qualifications as well as on the development of their personality
in 2010. Participants in the first annual Management Academy programme, “Management Academy I”,
received their certification at a ceremony, and the second year of the academy was opened. The fifth
year of the already traditional Prospects programme for talented employees was completed in 2010 and
preparations were started for launching its sixth year, together with a new scheme, TopTech, focused
on talented employees in technical areas. Senior management participated in the Senior Leadership
programme designed for the development of their managerial skills.
In 2010 the Company spent 4.94% of its payroll costs on education and development, i.e., 0.73% more
than in 2009. In total, 970 educational events were organised, which were attended by 1,439 employees.
Average expenses on education and development amounted to CZK 41,550 per person.
Social policy
The Company performed its obligations under the Collective Agreement signed for 2010 and 2011
with Odborový svaz Transgas [Transgas Trade Union] and Sdružení základních organizací Odborového
svazu UNIOS RWE [Association of Branches of the UNIOS RWE Trade Union]. The Collective Agreement
guarantees a high level of working conditions and employee benefits on a long-term basis.
In relation to the Collective Agreement, new rules for the internal labour market and measures
to support mobility within the RWE Group in the Czech Republic were adopted.
In co-operation with the Company’s provider of preventive care, above-standard preventive medical
check-ups were organised for employees; they were extended to include an offer from the Healthy
Firm scheme with a financial contribution from Všeobecná zdravotní pojišťovna [the general health
insurance company].

3.5 Key Equity Interests
As part of pursuing its business activities, RWE Transgas has established, and manages, eight subsidiary
companies in which it holds 100% equity interests. Thanks to the focus of their business activities, these
subsidiaries suitably complement the offering of the RWE Group’s services on the Czech energy market.

RWE Transgas

ANNUAL REPORT 2010
Content

NET4GAS, s.r.o., which operates natural gas transmission, is the largest of these companies in terms
of the value of the assets that it manages and profit generation. NET4GAS, s.r.o. is currently implementing
several projects to expand and improve the operating efficiency of the gas transmission system in the
Czech Republic and the connection of this system to the European network. The most notable project
is the development of the Gazelle gas pipeline, which will interconnect the Brandov and Rozvadov transfer
stations on the national borders. Natural gas storage in underground gas storage facilities is the core
business of RWE Gas Storage, s.r.o., which is currently intensively working on expanding the storage
capacity of the Třanovice underground gas storage facility. In 2010, RWE Key Account CZ, s.r.o. was the
main supplier of electricity for the key accounts in the Czech Republic. As from January 2011, it also
supplies natural gas to the key accounts.. RWE Distribuční služby, s.r.o. is responsible for maintenance
and repair of the regional distribution systems; RWE Zákaznické služby, s.r.o. operates customer centres;
and RWE Interní služby, s.r.o. provides IT, facility management and other support services within the
RWE Group in the Czech Republic. For natural gas trading in Slovakia, as early as 2008 RWE Transgas
established RWE Gas Slovensko, s.r.o., which is gaining an increasingly important share of the Slovak
natural gas market. Design of gas systems and selected gas facilities is the core business
of RWE Plynoprojekt, s.r.o.
In their respective business lines, RWE Transgas subsidiaries are among the leading companies in the
Czech Republic in terms of the quality and reliability of the services that they provide.

3.6 Environmental Protection
Environmental protection is one of the Company’s priorities. Meeting statutory requirements and
assessing compliance through internal audits on a regular basis have become tools that are used
as a matter-of-course for fulfilling corporate social responsibility.
Thanks to the nature of its business, RWE Transgas produces only very limited negative impacts on the
environment. The Company almost exclusively operates offices, which generate a very low amount
of other wastes and no hazardous wastes at all, and it does not operate any air pollution sources.
As part of environmental profile analysis, energy consumption is consistently monitored and evaluated.
RWE Transgas steers the environmental management system (EMS) across the RWE Group in the
Czech Republic. In 2010 it implemented EMS so as to fully cover all the requirements of the ISO 14001
standard. The Company has also updated its environmental protection policy.

23

24

Management Report for 2010
Subsequent Events
Content

RWE Transgas and the other RWE Group companies in the Czech Republic continued in their active
approach to pursuing the energy efficiency concept. Energy savings and the updating of the
www.setrimenergii.cz website, which offers practical advice and information concerning these issues,
continue to be important topics. Sponsorship activities geared towards the environment include
support for non-profit organisations that focus on the protection of biodiversity and forests in the Brdy
hills. The Company also supported the planting of trees and bushes in urban agglomerations and
a project for the protection of water courses in the Czech Republic. Support for the Agricultural
Association of the Czech Republic, provided as part of a project for the promotion of biogas production
and use, was one of the major gifts.

3.7 Subsequent Events
The composition of the Company’s Board of Directors and Supervisory Board was changed in early 2011.
The changes are described in more detail in Chapters 1 and 2 of this Annual Report.

3.8 Outlook
The emergence of (increasingly) liquid gas trading hubs and exchanges near the Czech Republic and
the emergence and increase of gas-to-gas competition in all segments of the End User Market have
fundamentally changed the market structures in the Czech Republic. RWE Transgas reacted in two ways.
It continued to actively manage its exposure stemming from the difference between the prices on the
European spot market and the price under long-term natural gas procurement contracts. In addition,
in 2010 RWE Transgas offered tailor-made products for the specific requirements of traders in the Czech
market for delivery at the Czech virtual hub through a web application called VOP (Velkoobchodní
prodejní systém 2010) in 2011-2013. In 2011, RWE Transgas also aims to defend its market position
by offering sophisticated products to wholesale customers both in the Czech Republic and abroad.
RWE Gas Slovensko,s.r.o., a wholly-owned subsidiary of RWE Transgas, improved its market
position in Slovakia. With sales of more than 7.5 TWh to Business and Key Account Customers,
RWE Gas Slovensko, s.r.o. achieved to be the second largest supplier in this segment. In 2011,
we will continue to improve our market position.
The year 2010 will also be marked as RWE’s first step into the mass market of electricity in the
Czech Republic. RWE acquired more than 30,000 customers in 2010 and it will accelerate its efforts
to achieve a significant market position in the Czech Republic in 2011.
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The forthcoming amendment to the Energy Act, the main objective of which is to implement the EU’s
latest legal regulations on energy, is the most important change in gas legislation. The main purpose
of the amendment to the Energy Act will be to specify the requirements for the ownership unbundling
of the transmission system operator and the viable alternative options for such unbundling.
In the Czech Republic, we expect the adoption of the ITO (Independent Transmission Operator) option,
which tightens the restrictions based on the current concept of legal unbundling but continues to allow
the RWE Group to hold ownership interests in the transmission system operator (NET4GAS, s.r.o.).
The amendment also lays down stronger competences for the Energy Regulatory Office, enhanced
rights for energy consumers, and a modified concept of ensuring supply security.
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4	Financial part
4.1 Financial Statements
BALANCE SHEET (in thousand Czech crowns)
31. 12. 2010
Ref.

ASSETS

B.

Fixed assets

B. I.

Intangible fixed assets

TOTAL ASSETS

B.

I.

II.

66,547,165

146,024

(144,802)

1,222

4,773

6,416

(6,140)

276

3,150

(126,067)

-

60

13,541

(12,595)

946

1,563

1,128,624

(638,314)

490,310

561,353

1.

Land

15,994

-

15,994

19,792

2.

Constructions

677,060

(236,065)

440,995

478,897

3.

Equipment

434,533

(402,249)

32,284

61,465

4.

Other tangible fixed assets

956

-

956

956

5.

Tangible fixed assets in the course
of construction

39

-

39

201

Tangible fixed assets

Advances paid for tangible fixed assets
Long-term investments

42

-

42

42

66,719,045

-

66,719,045

65,981,039

63,023,539

-

63,023,539

62,473,792

1.

Investments in controlled entities /
subsidiaries

2.

Other long-term investments in securities

2,675,506

-

2,675,506

2,487,247

3.

Intra-group loans – controlled entities
and associates

1,020,000

-

1,020,000

1,020,000

68,131,478

(513,620)

67,617,858

71,419,891

9,920,698

-

9,920,698

13,269,799

-

-

-

33

Current assets
Inventories
1.

Raw materials

2.

Finished goods

9,920,698

-

9,920,698

13,269,766

Long-term receivables

3,550,034

-

3,550,034

409,026

1.

Trade receivables

2.

Deferred tax asset

1.

Trade receivables

2.

Receivables – controlling entities /
subsidiaries

3.

Taxes and state subsidies receivable

4.

Short-term advances paid

5.
6.

Short-term receivables

C. IV.

410

-

410

410

3,549,624

-

3,549,624

408,616

53,392,427

(513,620)

52,878,807

56,955,774

4,977,496

(513,620)

4,463,876

3,494,114

22,734,461

-

22,734,461

33,197,713

387,247

-

387,247

-

3,171,130

-

3,171,130

1,118,293

Anticipated assets

14,776,214

-

14,776,214

10,298,869

Other receivables

7,345,879

-

7,345,879

8,846,785

Financial assets

1,268,319

-

1,268,319

785,292

-

1,162

755

1.

Cash in hand

1,162

2.

Cash at bank

1,267,157

-

1,267,157

784,537

Accruals and deferrals

372,619

-

372,619

497,202

1.

Prepaid expenses

334,699

-

334,699

324,059

2.

Accrued revenue

37,920

-

37,920

173,143

D. I.
D. I.

138,464,258

67,210,577

126,067

C. III.

C. IV.

135,201,054

(783,116)

Royalties

C. II.

C. III.

(1,296,736)

67,993,693

Software

C. I.

C. II.

136,497,790

3.

C.

C. I.

Net

2.

6.

III.

Net

Research & development

B. III.
B.

Provision

1.

B. II.
B.

31. 12. 2009

Gross
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BALANCE SHEET – continued (in thousand Czech crowns)
Ref.

A.
A. I.
A. I.

1.

A. II.
A. II.

1.
2.

A. III.
A. III.

1.

LIABILITIES AND EQUITY

31. 12. 2010

31. 12. 2009

TOTAL LIABILITIES AND EQUITY

135,201,054

138,464,258

Equity

76,959,460

96,971,980
29,240,308

Share capital

29,240,308

Share capital

29,240,308

29,240,308

Capital contributions

46,730,523

45,992,517

368

368

Other capital contributions
Assets and liabilities revaluation

46,730,155

45,992,149

Reserve fund and other reserves

5,848,062

5,848,062

Statutory reserve fund

5,848,062

5,848,062

(4,859,433)

15,891,093

A. V.

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

B.

Liabilities

58,221,437

41,449,363

B. I.

Provisions

18,526,044

3,701,956

B.

I.

1.

Income tax provision

2.

Other provisions

1.

B. II.
B.

II.

B. III.
B.

III.

1,147,710

18,526,044

2,554,246

Long-term liabilities

2,013

2,013

Trade payables

2,013

2,013

39,693,380

37,745,394

908,145

902,238

19,773,432

18,162,446

20,752

18,633

9,919

6,783

Short-term liabilities
1.

Trade payables

2.

Liabilities – controlling entities / subsidiaries

3.

Liabilities to employees

4.

Liabilities for social security and health insurance

5.

Taxes and state subsidies payable

1,301,322

1,052,274

6.

Anticipated liabilities

9,087,836

7,900,096

7.

Other payables

8,591,974

9,702,924

Accruals and deferrals

20,157

42,915

1.

Accruals

19,998

42,751

2.

Deferred revenue

159

164

C. I.
C. I.

-
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INCOME STATEMENT (in thousand Czech crowns)
Accounting period
Ref.

DESCRIPTION
II.
II.

Sales of production

114,960,624

101,640,697

Sales of own products and services

118,309,691

102,159,712

2.

Change in inventory of finished goods and work in progress

(3,349,067)

(519,015)

Cost of sales

112,227,622

89,125,923

1.

Raw materials and consumables

105,399,085

82,241,547

2.

Services

6,828,537

6,884,376

Added value

2,733,002

12,514,774

Staff costs

364,402

328,280

1.

Wages and salaries

263,608

251,586

2.

Emoluments of board members

3.
4.

+
C.
C.

2009

1.

B.
B.

2010

2,640

2,912

Social security and health insurance costs

87,293

65,653

Other social costs

10,861

8,129

D.

Taxes and charges

11,398

6,903

E.

Depreciation of long-term assets

46,559

54,548

III.
III.

Sale of long-term assets and raw materials

56,128

7,212

1.

Sale of long-term assets

56,118

7,208

2.

Sale of raw materials

F.
F.

1.

G.

10

4

Net book value of long-term assets and raw materials sold

35,615

2,966

Net book value of long-term assets sold

35,615

2,966

Increase / (decrease) in operating provisions
IV.

H.
*

(2,072,265)

23,333

128,044

Other operating charges

21,311

73,814

(14,151,429)

14,255,784

Operating result

VII.
VII.

16,484,607

Other operating income

Income from long-term investments

6,665,737

6,563,963

1.

Income from investments in controlled entities / subsidiaries and associates

6,370,335

6,452,286

2.

Income from investments in other securities

295,402

111,677

IX.

Gain on revaluation of securities and derivatives

15,497,480

21,138,162

Loss on revaluation of securities and derivatives

14,877,275

25,898,232

X.

Interest income

445,679

703,152

Interest expense

226,670

362,100

Other financial income

10,170,837

15,688,297

Other financial expense

11,134,557

13,758,210

Financial result

6,541,231

4,075,032

Tax on profit or loss on ordinary activities

(2,750,765)

2,439,723

390,243

1,993,829

L.

N.
XI.
O.
*
Q.
Q.

1.
2.

– current

(3,141,008)

445,894

Profit or loss on ordinary activities after taxation

(4,859,433)

15,891,093

***

Net profit (loss) for the financial period

(4,859,433)

15,891,093

***

Net profit (loss) before taxation

(7,610,198)

18,330,816

**

– deferred
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
Year ended 31 December 2010
Share capital
CZK’000

Statutory
reserve fund
CZK’000

Capital funds
CZK’000

Retained
earnings
CZK’000

Total equity
CZK’000

29,240,308

5,848,062

45,644,720

10,038,397

90,771,487

Fair value gains – Financial
investments

-

-

347,797

-

347,797

Dividends paid

-

-

-

(10,038,397)

(10,038,397)

Net profit for the current period

-

-

-

15,891,093

15,891,093

As at 31 December 2009

29,240,308

5,848,062

45,992,517

15,891,093

96,971,980

Fair value gains – Financial
investments

-

-

738,006

-

738,006

Dividends paid

-

-

-

(15,891,093)

(15,891,093)

Net loss for the current period

-

-

-

(4,859,433)

(4,859,433)

29,240,308

5,848,062

46,730,523

(4,859,433)

76,959,460

As at 1 January 2009

As at 31 December 2010

RWE Transgas

ANNUAL REPORT 2010
Content

CASH FLOW STATEMENT
Year ended 31 December 2010
2010
CZK’000

2009
CZK’000

(7,610,198)

18,330,816

Cash flows from operating activities
Net profit / loss on ordinary activities before tax
A.1

Adjustments for non-cash movements

A.1.1

Depreciation of fixed assets

A.1.2

Change in provisions

A.1.3

(Profit) from disposal of fixed assets

A.1.4

Dividend and profit distribution income

A.1.5

Net interest expense/(income)

A.1.6

Other non-cash movements

46,559

54,548

16 484,607

(2,072,265)

(20,503)

(4,242)

(6 665,737)

(6,563,963)

(219,009)

(341,052)

56,874

4,144,614

2 072,593

13,548,456

A*

Net cash flow from operating activities before tax, changes in working capital

A.2

Working capital changes

A.2.1

Change in receivables and prepayments

3,675,535

(13,038,323)

A.2.2

Change in short-term payables and accruals

1,278,972

(4,016,703)

A.2.3

Change in inventories

A**

Net cash flow from operating activities before tax

3,349,101

519,076

10,376,201

(2,987,494)

(249,421)

(332,660)

580,877

616,946

(1,925,200)

(1,952,441)

A.3

Interest paid

A.4

Interest received

A.5

Income tax on ordinary activities paid

A.6

Dividends and profit distribution received

6,706,008

5,884,749

A***

Net cash flow from operating activities

15,488,465

1,229,100

(5,427)

Cash flows from investing activities
B.1

Acquisition of fixed assets

(5,688)

B.2

Proceeds from the sale of fixed assets

56,118

7,208

B.3

Loans to related parties and other changes in investments

-

(1,043,773)

B***

Net cash flow from investing activities

50,430

(1,041,992)

6,161,987

1,425,824

(10,038,397)

Cash flows from financing activities
C.1

Change in long- and short-term liabilities

C.2

Changes in equity

C.2.1

Dividends paid

(15,891,093)

C***

Net cash flow from financing activities

(9,729,106)

(8,612,573)

5,809,789

(8,425,465)

Cash and cash equivalents as at the beginning of the year

(7,243,441)

1,182,024

Cash and cash equivalents as at the end of the year

(1,433,652)

(7,243,441)

Net increase / (decrease) in cash and cash equivalents
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4.2 Notes to Financial Statements
Year ended 31 December 2010
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 264 60 815.
The members of the Board of Directors as at 31 December 2010 were as follows:

Mr Martin Herrmann

Position

Date of appointment

Chairman

19 May 2010

Mr Dirk Simons

Vice-Chairman

15 November 2010

Mr Wolfgang Peters

Member

1 April 2008

Mr Tomáš Varcop

Member

1 January 2008

The members of the Supervisory Board as at 31 December 2010 were as follows:
Position

Date of appointment

Mr Ulrich Jobs

Chairman

3 June 2009
(appointed as a member
on 1 June 2009)

Mr Rolf Pohlig

Vice-Chairman

5 March 2010
(appointed as a member
on 5 February 2010)

Ms Marie-Theres Thiell

Member

5 February 2010

Mr Axel Gerhardy

Member

1 May 2010

Mr Filip Thon

Member

1 January 2008

Ms Šárka Vojíková

Member

12 June 2007

Mr Michal Pech

Member

12 June 2007

Ms Lucie Čejková

Member

12 June 2007

Note
The financial statements have been prepared in the Czech language and in English. In all matters of interpretation of information,
views or opinions. the Czech version of the financial statements takes precedence over the English version.
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During 2010 the following changes in the structure of the Company’s Bodies were made:
As at 18 May 2010 the appointment of Chairman of the Board of Directors Mr Martin Hermann expired.
Mr Hermann has been reappointed as a Member of the Board of Directors following the sole
shareholder’s resolution effective from 19 May 2010. Mr Martin Hermann was appointed by the
Board of Directors as a Chairman effective from 19 May 2010. The appointment of Vice-Chairman
Mr Dirk Simons expired as at 14 November 2010. Mr Dirk Simons has been reappointed as a member
of the Board of Directors following the sole shareholder’s resolution effective from 15 November 2010.
Mr Simons was appointed Vice-Chairman of the Board of Directors effective 15 November 2010.
Dr. Rolf Pohlig and Dr. Marie-Theres Thiell were appointed members of the Supervisory Board following
the sole shareholder’s resolution effective from 5 February 2010. Dr. Pohlig was appointed Vice-Chairman
of the Supervisory Board effective 5 March 2010. The Supervisory Board discussed the resignation
of Mr Tomáš Uvíra effective 5 March 2010. As at 4 November 2010 the appointment of member of the
Supervisory Board Ms Milada Vlasakova expired. Mr Axel Gerhardy has been appointed as a Member of the
Supervisory Board following the sole shareholder’s resolution effective from 1 May 2010. Dr. Ulrich Jobs
and Dr. Marie-Theres Thiell resigned from their positions of members of Supervisory Board as at the end
of 31 December 2010.
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 four departments titled as follows:
Strategy & Communication, Finance, Supply & Wholesale and National Sales. These departments are
managed by the relevant members of the Board of Directors.
On 29 June 2006 the Company concluded profit transfer agreement with its subsidiary of NET4GAS, s.r.o.
(changed from RWE Transgas Net, s.r.o. effective as at 4 March 2010). Based on this agreement
NET4GAS, 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 NET4GAS, s.r.o. that could not be settled
from the statutory reserve fund or other NET4GAS, s.r.o.’s available funds.
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.
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On 4 October 2010 the Company concluded profit transfer agreement with its subsidiary
of RWE Key Account CZ, s.r.o. Based on this agreement RWE Key Account CZ, 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 Key Account CZ, s.r.o. that could not be settled from the statutory
reserve fund or other RWE Key Account CZ, 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 have been prepared under the historical cost convention except
as disclosed below. Derivatives, securities and investments (except for investments in controlled
entities) are shown at fair value. Investments in controlled entities are valued by the equity method.
In accordance with Generally Accepted Accounting Principles in the Czech Republic, the Company
does not prepare consolidated financial statements since it is included in the consolidated financial
statements of its ultimate parent company, RWE Aktiengesellschaft with its registered office
in Opernplatz 1, 45128 Essen, Germany. These consolidated financial statements are prepared under
the International Financial Reporting Standards.
(b) Intangible fixed assets
All intangible assets with a useful life longer than one year and a unit cost of more than CZK 60,000 are
treated as intangible fixed assets.
Subsequent expenditure on intangible assets exceeding CZK 40,000 per year is capitalised.
Purchased intangible fixed assets are initially recorded at cost, which includes all costs incurred
in bringing the assets to their present location and condition. All research costs are expensed.
Development costs are capitalised as intangible fixed assets and recorded at the lower of cost and the
value of future economic benefits. All other development costs are expensed as incurred.
Intangible fixed assets are amortised applying the straight-line method over their estimated useful lives
as follows (unless the agreement or licence conditions state shorter or longer period):
Software

3 years

Other intangible fixed assets

6 years

A provision for impairment is established when the carrying value of an asset is greater than its
estimated recoverable amount.
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(c) Tangible fixed assets
All tangible assets with a useful life longer than one year and a unit cost of more than CZK 10,000 are
treated as tangible fixed assets.
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.
Acquired tangible fixed assets are recorded at cost, which include all 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
Plant, machinery and equipment

30–50 years
4–30 years

Furniture and fittings

4–8 years

Motor vehicles

5–8 years

The depreciation plan is updated based on the expected useful life of the tangible fixed asset.
A provision for impairment is established when the carrying value of an asset is greater than its
estimated recoverable amount.
(d) Investments in controlled entities/subsidiaries
Investments in controlled entities/subsidiaries represent enterprises that are controlled by the Company
(“the subsidiary”).
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 subsidiary as at the balance sheet date.
(e) Other securities and investments
The Company classifies securities and investments, other than investments in subsidiaries and
associates as trading or available-for-sale.
All securities and investments intended to be held for an indefinite period of time, which may be sold
in response to liquidity requirements, 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 as at the time of purchase and
the classification is reviewed on a regular basis.
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All securities and investments are initially recorded at cost, including transaction costs. Other
investments are subsequently accounted for at fair value. The fair value is determined as the market
value of the securities as at the balance sheet date. Measurement of non-traded securities is based
on management estimates 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 or when permanently impaired.
(f) Inventories
Inventories of gas, stored in the underground storages, are treated as finished products. Acquisition
cost of gas includes transport and storage 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 during the course of the year
(drawings, recalculations due to temperature changes, operating losses) 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 nominal value less a provision for doubtful amounts. A provision for bad
debts is created on the basis of an ageing analysis and individual evaluation of the recoverability of the
receivables. Receivables from related parties have not been provided for.
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 (profit share paid).
(h) Cash and cash equivalents
The Company has prepared a cash-flow statement following the indirect method. 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, deposits with a maturity of less than 3 months from the date of acquisition and liquid
commercial paper traded in public markets.
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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 if it is due within three months after the balance sheet date.
If the liability arising from Cash-pooling represents a form of financing, then it is not presented in the
Cash Flow statement as a part of the item Cash and Cash equivalents.
Other deposits within the group if they are due within three months after the balance sheet date are
not presented 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 by the Company for the month period at the first day of the period.
Cash, receivables and liabilities balance denominated in foreign currencies have been translated at the
exchange rate published by the Czech National Bank as at the balance sheet day. All exchange gains
and losses on cash, receivables and liabilities balances are recorded in the income statement.
(j) Derivative financial instruments
Derivative financial instruments including foreign exchange contracts, currency and interest rate swaps
and other derivative financial instruments are initially recognised on the balance sheet at cost and
subsequently are re-measured at their fair value. Fair values are obtained from discounted cash flow
models. All derivatives are presented in other receivables or in other payables when their fair value
is positive or negative, respectively.
Derivatives embedded to other financial instruments are not treated as a separate derivative.
Changes in the fair value of derivatives held for trading are included in the financial result.
(k) Revenue recognition
The Company recognizes as revenue mainly all income from the sale of gas, related services 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. Sales are
stated net of discounts and Value Added Tax.
(l) Provisions
The Company recognises provisions relating to probable future obligations or expenditures, when the
purpose of the obligations or expenditures is known but the precise amount, or the time when the
obligation or expenditure will crystallise, is not known.
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The Company recognises an unpaid obligation relating to income tax in the balance of provisions.
If advances paid for the income tax are higher than the estimated income tax payable as at the balance
sheet date the difference is recognised as a short-term receivable.
(m) Employment benefits
Regular contributions are made to the state to fund the national pension plan. The Company also
provides contributions to defined contribution plans operated by third parties. The Company provides
contribution for pension and life insurance to its employees, which is recognized as an expense.
(n) Deferred tax
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.
(o) 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 other
subsidiaries and associates of these shareholders; and/or
•	members of the Company’s or parent 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; and/or
•	subsidiaries.
Material transactions and outstanding balances with related parties are disclosed in Notes 16 and 17.
(p) 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 2010
CZK’000

Additions
CZK’000

Transfers
CZK’000

Disposals
CZK’000

31 December 2010
CZK’000

11,848

-

-

(5,432)

6,416

Research & development
Software

126,320

-

-

(253)

126,067

Royalties

12,793

-

748

-

13,541

-

748

(748)

-

-

150,961

748

-

(5,685)

146,024

1 January 2010
CZK’000

Additions
CZK’000

Disposals
CZK’000

31 December 2010
CZK’000

(8,698)

(989)

3,547

(6,140)

Intangible fixed assets
in the course
of construction
Total

Accumulated amortisation and net book value

Research & development
Software

(126,260)

(60)

253

(126,067)

Royalties

(11,230)

(1,365)

-

(12,595)

(146,188)

(2,414)

3,800

(144,802)

Total
Net book value

4,773

1,222

Cost
1 January 2009
CZK’000

Additions
CZK’000

Transfers
CZK’000

31 December 2009
CZK’000

11,848

-

-

11,848

Research & development
Software

126,320

-

-

126,320

Royalties

12,009

-

784

12,793

-

784

(784)

-

150,177

784

-

150,961

1 January 2009
CZK’000

Additions
CZK’000

31 December 2009
CZK’000

(7,634)

(1,064)

(8,698)

(126,044)

(216)

(126,260)

Intangible fixed assets in the course
of construction
Total

Accumulated amortisation and net book value

Research & development
Software
Royalties
Total
Net book value

(9,424)

(1,806)

(11,230)

(143,102)

(3,086)

(146,188)

7,075

4,773
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4 TANGIBLE FIXED ASSETS
Cost
1 January 2010
CZK’000

Additions
CZK’000

Transfers
CZK’000

Disposals
CZK’000

31 December 2010
CZK’000

19,792

-

-

(3,798)

15,994

Constructions

717,661

-

6,518

(47,119)

677,060

Equipment

554,825

-

475

(120,767)

434 533

Other tangible fixed
assets

956

-

-

-

956

Tangible fixed assets
in the course
of construction

201

6,831

(6,993)

-

39

Advances paid for
tangible fixed assets

42

-

-

-

42

1,293,477

6,831

-

(171,684)

1,128,624

1 January 2010
CZK’000

Additions
CZK’000

Disposals
CZK’000

31 December 2010
CZK’000

Constructions

(238,764)

(16,533)

19,232

(236,065)

Equipment

(493,360)

(27,612)

118,723

(402,249)

Total

(732,124)

(44,145)

137,955

(638,314)

Land

Total

Accumulated depreciation and net book value

Net book value

561,353

490,310

Cost
1 January 2009
CZK’000

Additions
CZK’000

Transfers
CZK’000

Disposals
CZK’000

31 December 2009
CZK’000

19,668

-

132

(8)

19,792

Constructions

716,657

-

1,586

(582)

717,661

Equipment

610,832

-

2,366

(58,373)

554,825

Other tangible fixed
assets

956

-

-

-

956

Tangible fixed assets
in the course
of construction

-

4,285

(4,084)

-

201

Advances paid for
tangible fixed assets

42

-

-

-

42

1,348,155

4,285

-

(58,963)

1,293,477

Land

Total

RWE Transgas

ANNUAL REPORT 2010
Content

Accumulated depreciation and net book value
1 January 2009
CZK’000

Additions
CZK’000

Disposals
CZK’000

31 December 2009
CZK’000

(222,383)

(16,575)

194

(238,764)

Constructions
Equipment
Total
Net book value

(513,256)

(34,887)

54,783

(493,360)

(735,639)

(51,462)

54,977

(732,124)

612,516

561,353

5 INVESTMENTS IN CONTROLLED ENTITIES/SUBSIDIARIES
As at 31 December 2010:

Cost
CZK’000

% of
capital

2010 net
profit/(loss)
CZK’000

Net Assets
CZK’000

Net value
of investment
CZK’000

Share of profit
in 2010
CZK’000

Czech entities
NET4GAS, s.r.o.

12,413,484

100

5,026,166

53,121,878

48,347,020*

4,774,857

RWE Gas Storage, s.r.o.

5,621,379

100

1,341,893

15,049,321

13,774,523*

1,274,798

RWE Plynoprojekt, s.r.o.

126,589

100

12,628

163,771

163,771

-

RWE Interní služby, s.r.o

75,000

100

112,274

197,259

197,259

111,625

RWE Distribuční služby, s.r.o.

75,000

100

215,154

297,653

297,653

98,558

RWE Zákaznické služby, s.r.o.

10,000

100

74,562

85,562

85,562

62,247

RWE Key Account CZ, s.r.o.

55,000

100

64,529

106,001

57,751*

48,250

7,319

100

54,729

100,000**

RWE Gas Slovensko, s.r.o.
Total

18,383,771

6,901,935

69,121,444

100,000

-

63,023,539

6,370,335

*	The net value of investment in NET4GAS, s.r.o. was decreased by profit share income from NET4GAS, s.r.o. for the year
2010 in the amount of CZK 4,774,857,000. The net value of investment in RWE Gas Storage, s.r.o. was decreased
by profit share income from RWE Gas Storage, s.r.o. for the year 2010 in the amount of CZK 1,274,798,000.
The net value of investment in RWE Key Account CZ, s.r.o. was decreased by profit share income from
RWE Key Account CZ, s.r.o. for the year 2010 in the amount of CZK 48,250,000.
** Not audited information.

Registered office of NET4GAS, s.r.o. (changed from RWE Transgas Net, s.r.o. effective as at 4 March 2010)
is at Prague 4-Nusle, Na Hřebenech II 1718/8.
Registered office of RWE Gas Storage, s.r.o. is at Prague 9, Prosecká 855/68.
Registered office of RWE Plynoprojekt, s.r.o. is at Prague 4-Michle, U Plynárny 223/42.
Registered office of RWE Interní služby, s.r.o. is at Prague 9, Prosecká 855/68.
Registered office of RWE Distribuční služby, s.r.o. is at Brno, Plynárenská 499/1.
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Registered office of RWE Zákaznické služby, s.r.o is at Ostrava, Plynární 2748/6.
Registered office of RWE Key Account CZ, s.r.o. is at Praha 10-Strašnice, Limuzská 12/3135.
Registered office of RWE Gas Slovensko, s.r.o. is at Košice, Mlynská 31, Slovakia.
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,
the Company has entered into profit transfer agreements with companies NET4GAS, s.r.o.,
RWE Gas Storage, s.r.o. and RWE Key Account CZ, s.r.o. (see Note 1 General information).
As at 31 December 2009:

Cost
CZK’000

% of
capital

2009 net
profit/(loss)
CZK’000

Net Assets
CZK’000

Net value
of investment
CZK’000

Share of profit
in 2009
CZK’000

Czech entities
NET4GAS, s.r.o.

12,413,484

100

4,646,801

52,510,171

48,095,711*

4,414,460

RWE Gas Storage, s.r.o.

5,621,379

100

1,815,133

15,431,804

13,707,428*

1,724,376

RWE Plynoprojekt, s.r.o.

126,589

100

1,414

152,118

152,118

20,723

RWE Interní služby, s.r.o

75,000

100

111,625

196,610

196,610

186,134

RWE Distribuční služby, s.r.o.

75,000

100

102,308

181,058

181,058

67,898

RWE Zákaznické služby, s.r.o.

10,000

100

62,747

73,247

73,247

38,695

RWE Key Account CZ, s.r.o.

55,000

100

(16,516)

38,401**

38,401

-

7,319

100

29,229

34,529

29,219***

6,785,773

68,617,938

RWE Gas Slovensko, s.r.o.
Total

18,383,771

62,473,792

6,452,286

*	The net value of investment in NET4GAS, s.r.o. was decreased by profit share income from NET4GAS, s.r.o. for the year
2009 in the amount of CZK 4,414,460,000. The net value of investment in RWE Gas Storage, s.r.o. was decreased
by profit share income from RWE Gas Storage, s.r.o. for the year 2009 in the amount of CZK 1,724,376,000.
** Not audited information.
*** Net value of investment wasn’t adjusted to exact amount according to capital.
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6 OTHER SECURITIES AND INVESTMENTS
Available-for-sale investments
As at 31 December 2010:

Jihomoravská plynárenská, a.s.
Severomoravská plynárenská, a.s.
Východočeská plynárenská, a.s.

Fair value
CZK’000

Acquisition
cost
CZK’000

Dividend
Income
in 2010
CZK’000

66,200

290,142

71,725

30,542

374,378

374,378

2,241,401

457,853

245,592

28,355

28,355

140,924

52,504

18,607

Number
of shares

Nominal
value
CZK’000

36,778

Other

608

Total

3,039

3,039

661

2,675,506

585,121

295,402

Fair value
CZK’000

Acquisition
cost
CZK’000

Dividend
Income
in 2009
CZK’000

As at 31 December 2009:

Number
of shares
Jihomoravská plynárenská, a.s.
Severomoravská plynárenská, a.s.
Východočeská plynárenská, a.s.
Other
Total

Nominal
value
CZK’000

36,778

66,200

290,142

71,725

11,504

374,378

374,378

2,038,114

457,853

92,846

28,355

28,355

155,952

52,504

7,327

608

3,039

3,039

-

2,487,247

585,121

111,677

During the period and as at the balance sheet date, the Company held only available for sale investments.
The overall impact on equity resulting from revaluation of investments in 2010 was of CZK 738,006,000
(consisting of CZK 549,747,000 from revaluation of other investments in subsidiary undertaking by the
equivalence method and CZK 188,259,000 the revaluation of other long-term securities and shares
to fair value).
The overall impact on equity resulting from revaluation of investments in 2009 was of CZK 347,797,000
(consisting of CZK 279,471,000 from revaluation of other investments in subsidiary undertaking by the
equivalence method and CZK 68,326,000 the revaluation of other long-term securities and shares
to fair value).
Intra-group loans – controlled entities and associates
Intra-group loans are specified in Note 17 Related party transactions.
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7 INVENTORIES
31 December 2010
CZK’000
Raw materials
Gas
Net book value

31 December 2009
CZK’000

-

33

9,920,698

13,269,766

9,920,698

13,269,799

Neither shortage nor surplus was identified during 2010 inventory stock-counts.
8 RECEIVABLES
31 December 2010
CZK’000

31 December 2009
CZK’000

4,977,456

3,493,030

513,660

1,895

5,491,116

3,494,925

Trade receivables
- current
- overdue
Other receivables
- current
Anticipated assets
Provision for doubtful receivables
Net book value of short-term receivables
Long-term trade receivables

33,638,717

43,162,791

14,776,214

10,298,869

53,906,047

56,956,585

(513,620)

(811)

53,392,427

56,955,774

410

410

Deferred tax receivable

3,549,624

408,616

Total long-term receivables

3,550,034

409,026

56,942,461

57,364,800

Total net book value of receivables

As at 31 December 2010 the income tax provision of CZK 411,489,000 was decreased by tax advances
payments of CZK 798,736,000 and classified as Taxes and state subsidies receivable.
As at 31 December 2009 the income tax provision of CZK 1,972,086,000 was decreased by tax
advances payments of CZK 824,376,000 and classified as Provisions – Income tax provision.
Trade receivables as at 31 December 2010 include mainly receivables for gas sales to regional gas traders.
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Other receivables as at 31 December 2010 include mainly intercompany loans in the amount
of CZK 18,600,000,000 (2009: CZK 30,000,000,000), Cash-pooling receivables to RWE Group companies
in the amount of CZK 4,134,461,000 (2009: CZK 3,197,713,000), from which CZK 563,000,000
(2009: CZK 400,000,000) are due after 3 months; receivables from financial derivates in the amount
of CZK 7,325,887,000 (2009: CZK 8,811,512,000) (see Note 17 Related party transactions) and short
term advances in the amount of CZK 3,171,130,000 (2009: CZK 1,118,293,000).
Anticipated assets as at 31 December 2010 contain mainly dividend income from subsidiary
undertakings NET4GAS, s.r.o. and RWE Gas Storage, s.r.o. and RWE Key Account CZ, s.r.o. for
the year 2010 in the amount of CZK 6,097,906,000 (2009: CZK 6,138,836,000) and unbilled gas
deliveries in the amount of CZK 8,678,308,000 (2009: CZK 4,012,006,000).
For an analysis of deferred tax asset, see Note 14 Taxation.
Trade receivables have not been secured and are not due after more than 5 years.
The change in the provision for doubtful receivables may be analysed as follows:
2010
CZK’000

2009
CZK’000

811

18,086

Opening balance as at 1 January
Charge for the year

513,620

243

(811)

(17,518)

513,620

811

Released during the year
Closing balance as at 31 December

9 EQUITY
Authorised and issued share capital

Ordinary shares of CZK 800 (fully paid)

Number

31 December 2010
CZK’000

31 December 2009
CZK’000

36,550,385

29,240,308

29,240,308

100%

100%

Shareholder
RWE Gas International B.V.

Since 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 is created from the profit of the Company according to law and may not
be distributed to shareholders, but may be used to offset losses.
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The net profit after taxation of CZK 15,891,093,000 for 2009 was approved and distributed by the
decision of the sole shareholder at the general meeting on 19 March 2010.
10 PROVISIONS

Opening balance as at 1 January 2009
Charge for the year
Released in the year

Income tax
provision
CZK’000

Other
provisions
CZK’000

Total
CZK’000

1,106,322

4,609,236

5,715,558

1,147,710

2,319,625

3,467,335

-

(4,357,164)

(4,357,164)

(1,106,322)

(17,451)

(1,123,773)

1,147,710

2,554,246

3,701,956

Charge for the year

-

18,005,902

18,005,902

Released in the year

-

(1,219,386)

(1,219,386)

Used in the year
Closing balance as at 31 December 2009

Used in the year
Closing balance as at 31 December 2010

(1,147,710)

(814,718)

(1,962,428)

-

18,526,044

18,526,044

For an analysis of the current and deferred income taxes, see Note 14 Taxation.
Other provisions in the total amount of CZK 18,526,044,000 contain mainly the provision for future
losses and risks arising from signed long-term gas purchase contracts and expected unfavourable
trend in market prices.
11 LIABILITIES
31 December 2010
CZK’000

31 December 2009
CZK’000

Trade payables – current

908,145

902,238

Other payables – current

29,697,399

28,943,060

Anticipated liabilities
Total short-term payables
Long-term trade liabilities
Total short-term and long-term liabilities

9,087,836

7,900,096

39,693,380

37,745,394

2,013

2,013

39,695,393

37,747,407

Other payables as at 31 December 2010 contain mainly Cash-pooling payables (see Note 17 Related
party transactions) in the amount of CZK 19,773,432,000 (2009: CZK 18,162,446,000), from which
CZK 13,500,000,000 (2009: CZK 7,336,000,000) are due after three months; Value Added Tax payable
in the amount of CZK 1,295,555,000 (2009: CZK 1,047,168,000) and negative fair value of derivatives
in the amount of CZK 8,543,001,000 (2009: CZK 9,546,851,000), see Note 13 Derivative
financial instruments.
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Anticipated liabilities as at 31 December 2010 contain mainly accrual for unbilled gas deliveries in the
amount of CZK 9,045,172,000 (2009: CZK 7,893,994,000).
The Company does not have any overdue payables related to social or health insurance or any other
overdue payables to tax authorities or other state institutions.
Trade and other payables have not been secured over any assets of the Company and none of them are
due after more than 5 or more years.
12 BANK LOANS AND OTHER BORROWINGS
The Company has overdraft and revolving credit lines with Citibank, ČSOB, and Komerční banka, that
were not used for drawing the loans as at 31 December 2010 and 31 December 2009.
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 2010
Fair value

Currency forwards

31 December 2009
Fair value

Positive
CZK’000

Negative
CZK’000

Notional
amount
CZK’000

Positive
CZK’000

Negative
CZK’000

Notional
amount
CZK’000

159,110

(194,665)

6,824,254

1,000,210

(1,156,730)

26,060,894

Swap instruments
31 December 2010
Fair value

31 December 2009
Fair value

Positive
CZK’000

Negative
CZK’000

Volume of
commodity
CZK’000

Positive
CZK’000

Negative
CZK’000

Volume of
commodity
CZK’000

Fuel oil commodity
swap

1,451,990

(1,993,403)

(725,454) t

3,468,404

(3,847,893)

(583,266) t

Gas oil commodity
swap

3,769,855

(4,306,820)

373,803 t

3,276,576

(3,110,267)

(123,684) t

Coal commodity
swap

1,886,753

(1,640,762)

999,542 t

916,357

(1,409,105)

(526,922) t

58,179

(407,351)

(2,120) GWh

149,965

(22,856)

(1,560) GWh

Index commodity
swap

Notional amount of forward instruments and volume of commodity of swap instruments represent 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

Changes in fair value of financial derivatives

2010
CZK’000

2009
CZK’000

620,205

(4,760,070)

Gains from currency derivatives

3,616,829

3,847,581

Losses from currency derivatives

(4,033,126)

(3,973,672)

Gains from commodity derivatives

6,144,149

11,151,506

Losses from commodity derivatives

(6,419,211)

(8,918,305)

(71,154)

(2,652,960)

Total

Changes in fair value of trading derivatives are recorded in the income statement.
Certain derivative transactions, although providing effective economic hedges under the Company’s risk
management positions, do not qualify for hedge accounting under Czech accounting rules. Therefore,
they are presented above as trading derivatives.
14 TAXATION
The income tax expense consists of the following:

Current tax expense
Deferred tax expense
Adjustment of prior year tax expense

2010
CZK’000

2009
CZK’000

411,489

1,972,086

(3,141,008)

445,894

(21,246)

21,743

(2,750,765)

2,439,723

2010
CZK’000

2009
CZK’000

Net loss (-) / profit (+) before taxation

(7,610,198)

18,330,816

Non-taxable income

(6,772,917)

(11,024,915)

8,215

4,072

16,555,473

2,575,190

(14,746)

(24,645)

2,165,827

9,860,518

Total income tax (income) / expense

Current tax can be analysed as follows:

Difference between accounting and tax depreciation
Non-tax deductible costs
Gifts
Net taxable profit
Corporate income tax rate
Corporate taxation
Tax discount
Tax to be paid

19%

20%

411,507

1,972,104

(18)

(18)

411,489

1,972,086
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The deferred tax was calculated at 19% (the rate enacted for 2010 and subsequent years).
Deferred tax asset / (liability) can be analysed as follows:
31 December 2010
CZK’000

31 December 2009
CZK’000

(22,312)

(25,422)

Deferred tax liability
Difference between carrying value accounting and tax base
of fixed assets
Deferred tax asset
Other provisions
Net deferred tax asset

3,571,936

434,038

3,549,624

408,616

15 REVENUE ANALYSIS
Sales of own products and services has been generated as follows:
2010
CZK’000

2009
CZK’000

44,908,463

55,242,381

66,411,190

39,954,464

5,834,175

5,947,715

Trade with natural gas
– domestic
– foreign
Transit / services connected with transit
– domestic
Other revenues
Total

1,155,863

1,015,152

118,309,691

102,159,712
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16 EMPLOYEES
Employee numbers
Members of statutory bodies who are employees
Average number of other members of management

2010

2009

1

1

16

13

Average number of other staff

291

267

Total

308

281

The Company’s management includes executive members of the Board of Directors and other directors
and managers directly reporting to them.
Management
CZK’000

Other staff
CZK’000

Total
CZK’000

Wages and salaries

57,000

206,608

263,608

Social security costs

10,198

77,095

87,293

288

10,573

10,861

2010

Other social costs
Bonuses to the members of statutory bodies

2,640

-

2,640

70,126

294,276

364,402

Wages and salaries

56,892

194,694

251,586

Social security costs

6,657

58,996

65,653

326

7,803

8,129

Total
2009

Other social costs
Bonuses to the members of statutory bodies
Total

2,912

-

2,912

66,787

261,493

328,280

Other transactions with the Company’s management and members of the Board of Directors are
described in Note 17 Related party transactions.
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17 RELATED PARTY TRANSACTIONS
The Company was involved in the following related party transactions:
2010
CZK’000

2009
CZK’000

470,338

1,245,910

9,566,650

9,708,088

Purchases
Regional gas suppliers and distribution operators of the RWE Group (services,
interest, financial instruments)
RWE Aktiengesellschaft (services, financial instruments)
RWE Supply & Trading GmbH (natural gas, services, financial instruments)

41,777,647

49,541,219

RWE Key Account CZ, s.r.o. (interest, financial instruments)

127,824

2

RWE Vertrieb AG (financial instruments)

107,367

610,617

RWE Interní služby, s.r.o. (services, interest, fixed assets)

118,291

111,355

NET4GAS, s.r.o. (services, gas, interest)

8,181,339

8,381,054

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

3,797,750

3,616,889

55,105

125,831

64,202,311

73,340,965

2010
CZK’000

2009
CZK’000

Regional gas suppliers and distribution operators of the RWE Group

39,070,518

44,380,438

RWE Supply & Trading GmbH

58,402,013

32,537,513

Other
Total purchases

Sales of natural gas

Other
Total sales of natural gas

3,802,286

1,084,186

101,274,817

78,002,137

635,276

1,122,395

10,236,467

10,166,460

Other sales
Regional gas suppliers and distribution operators of the RWE Group (interest,
services, financial instruments)
RWE Aktiengesellschaft (services, interest, financial instruments)
RWE Vertrieb AG (financial instruments)
NET4GAS, s.r.o. (storage capacity, services)
RWE Supply & Trading GmbH (financial instruments, services)
Other
Total other sales

All transactions were realised on arm’s length basis.

97,507

782,936

637,564

650,823

15,078,023

25,127,242

227,973

233,801

26,912,810

38,083,657
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The following related party balances were outstanding as at:
31 December 2010
CZK’000

31 December 2009
CZK’000

3,070,012

1,727,575

RWE Gas Slovensko, s.r.o.

340,503

32,271

NET4GAS, s.r.o.

144,053

123,027

88,495

28,517

3,643,063

1,911,389

188,570

233,379

-

127

58,630

78,667

247,200

312,173

2,982

2,277

Trade receivables
Regional gas suppliers and distribution operators
of the RWE Group

Other
Total trade receivables
Advances paid
NET4GAS, s.r.o.
RWE Interní služby, s.r.o.
RWE Supply & Trading GmbH
Total advances paid
Anticipated assets / accruals and deferrals
Regional gas suppliers and distribution operators
of the RWE Group
NET4GAS, s.r.o.
RWE Supply & Trading GmbH

-

58,818

8,480,427

4,093,969

RWE Aktiengesellschaft

23,929

161,657

RWE Gas Storage, s.r.o.

322,143

312,089

Other
Total anticipated assets / accruals and deferrals

20,633

18,904

8,850,114

4,647,714
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31 December 2010
CZK’000

31 December 2009
CZK’000

NET4GAS, s.r.o.

4,774,857

4,414,460

RWE Gas Storage, s.r.o.

1,274,798

1,724,376

48,250

-

6 097 905

6,138,836

159,110

1,000,210

11,488

-

Receivable from profit transfer

RWE Key Account CZ, s.r.o
Total receivable from profit transfer
Other receivables (from derivatives)
RWE Aktiengesellschaft
RWE Key Account CZ, s.r.o.
RWE Vertrieb AG
RWE Supply & Trading GmbH
RWE Gas Slovensko, s.r.o.
Regional gas suppliers and distribution operators
of the RWE Group
Total other receivables

-

36,471

7,108,598

7,139,984

1,879

429

44,812

149,536

7,325,887

8,326,630

3,490,886

2,710,806

18,600,000

30,000,000

580,574

486,907

Loans receivable / Cash-pooling receivables
Regional gas suppliers and distribution operators
of the RWE Group
RWE Aktiengesellschaft
RWE Interní služby, s.r.o.
RWE Key Account CZ, s.r.o.
Total loans receivable / Cash-pooling receivables

63,000

-

22,734,460

33,197,713

Long-term intra-group loans – controlled entities
and associates
RWE Plynoprojekt, s.r.o.

20,000

20,000

RWE GasNet, s.r.o.

1,000,000

1,000,000

Total long-term intra-group loans – controlled entities
and associates

1,020,000

1,020,000

49,918,629

55,554,455

Total receivables / accruals and deferrals
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31 December 2010
CZK’000

31 December 2009
CZK’000

NET4GAS, s.r.o.

250,453

313,142

RWE Gas Storage, s.r.o.

381,113

368,884

3,984

38,151

635,550

720,177

Trade payables

Other
Total trade payables
Anticipated payables / accruals and deferrals
NET4GAS, s.r.o.
RWE Supply & Trading GmbH
Other

311,740

272,604

2,979,778

2,415,034

2,134

4,588

3,293,652

2,692,226

Regional gas suppliers and distribution operators
of the RWE Group

255,864

16,094

RWE Aktiengesellschaft

194,664

1,156,730

RWE Key Account CZ, s.r.o.

127,681

-

Total anticipated payables / accruals and deferrals
Other payables (from derivatives)

RWE Vertrieb AG
RWE Supply & Trading GmbH
RWE Gas Slovensko, s.r.o.

-

59,147

7,940,986

8,308,118

23,806

6,762

8,543,001

9,546,851

31 December 2009
CZK’000

31 December 2008
CZK’000

Regional gas suppliers and distribution operators
of the RWE Group

4,024,852

4,616,731

RWE Gas Storage, s.r.o.

1,498,716

1,651,696

NET4GAS, s.r.o.

13,772,303

11,446,835

RWE East, s.r.o.

999

-

Total other payables

Cash-pooling payables

RWE Zákaznické služby, s.r.o.

83,662

101,961

RWE Distribuční služby, s.r.o,

368,906

302,583

RWE Key Account CZ, s.r.o.

10,256

34,967

RWE Plynoprojekt, s.r.o.

13,738

7,673

Total Cash-pooling payables

19,773,432

18,162,446

Total payables / accruals and deferrals

32,245,635

31,121,700

The loans receivable, Cash-pooling receivables and payables bear interest at market interest rates. Trade
receivables and payables arose under the same terms and conditions as with unrelated parties.
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Company cars are made available for use by Board members and other management in total acquisition
costs of CZK 20,335,000 (2009: CZK 24,730,000).
The Company provides foreign members of management with accommodation, in 2010 rent totalled
to CZK 2,824,000 (2009: CZK 3,466,000).
Share option bonus plan has been provided to the management, in 2010 provision for this plan was
created in the amount of CZK 7,223,000 (2009: CZK 12,716,000).
Total remuneration for members of the Board of Directors was CZK 1,740,000 (2009: CZK 1,340,000).
Total remuneration for members of the Supervisory Board was CZK 900,000 (2009: CZK 1,572,000).
These remunerations are part of staff costs.
Besides the above disclosed remuneration and benefits, there was no other cash or non-cash
consideration provided in 2010 and 2009 to the Company’s shareholders, members of the Company’s
Boards and management.
18 FEES PAID AND PAYABLE TO THE AUDIT COMPANY
The information relating to the fees paid and payable for services performed by the audit company
PricewaterhouseCoopers Audit, s.r.o. is included in the consolidated financial statements of the
ultimate parent company.
19 COMMITMENTS
There were not any capital commitments contracted by the Company as at 31 December 2010 and 2009.
20 CONTINGENT LIABILITIES
Company issued guarantees in the amount of CZK 1,181,209,000 as at 31 December 2010.
The trial for the compensation based on the claim enforced by the GBI Investments CZ, a.s. v likvidaci
against RWE Transgas, a.s. is still ongoing. The High Court in Prague is hearing a case of appeal of the
lawyer of GBI Investments CZ, a.s. v likvidaci for refusal judgement of Municipal Court in Prague. Next
hearing at the High Court in Prague will probably take place in first half of 2011.
The management of the Company is not aware of any other significant unrecorded contingent liabilities
as at 31 December 2010.
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21 ONGOING VOLATILITY ON THE GLOBAL AND CZECH FINANCIAL MARKETS
The ongoing global financial crisis which commenced during 2008 has resulted in, among others,
a lower level of capital market funding, lower liquidity levels across the banking sector, and, at times,
higher interbank lending rates and high volatility on financial markets.
Fair value of financial assets and liabilities
The fair values of derivative financial instruments are established by the Company using valuation
techniques. These include the use of recent arm’s length transactions, discounted cash flow analysis
and other valuation techniques commonly used by market participants. The valuation techniques
reflect current market conditions at the measurement date which may not be representative of market
conditions either before or after the measurement date.
Management has evaluated all available information and currently does not expect any significant
impact of the economic recession on the Company’s operations, in particular the Company’s liquidity
and funding. Management believes that all necessary steps are taken to support the sustainability
of the Company’s business under the current circumstances.
22 CASH FLOW STATEMENT
Cash and cash equivalents disclosed in the cash flow statement:
31 December 2010
CZK’000
Cash on hand and in transit
Cash in bank
(Liability) arising from Cash-pooling
Cash and cash equivalents

31 December 2009
CZK’000

1,162

755

1,267,157

784,537

(2,701,971)

(8,028,733)

(1,433,652)

(7,243,441)
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23 SUBSEQUENT EVENTS
Dr. Rolf Martin Schmitz, Andreas Günter Zetzsche and Norbert Heinrich Schürmann were appointed
members of the Supervisory Board following the sole shareholder’s resolution effective from the
beginning of 1 January 2011.
As at 1 January 2011 the appointment of member of the Board of Directors Mr Tomáš Varcop expired.
Mr Varcop has been reappointed as a Member of the Board of Directors following the sole shareholder’s
resolution effective from 2 January 2011.
No events have occurred subsequent to year-end that would have a material impact on the financial
statements as at 31 December 2010.

11 February 2011

Martin Herrmann

Dirk Simons

Chairman of the Board of Directors	Vice-Chairman of the Board of Directors
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5	Independent Auditor’s Report
5.1 Auditor’s Report on Financial Statements

To the shareholder of RWE Transgas, a.s.
We have audited the accompanying financial statements of RWE Transgas, a.s.,
identification number 264 60 815, with registered office at Limuzská 12/3135, Praha 10
- Strašnice (“the Company”), which comprise the balance sheet as at 31 December 2010,
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”).

Statutory Representative’s Responsibility for the Financial Statements
The Statutory Representative is responsible for the preparation of the financial
statements that give a true and fair view in accordance with Czech accounting
legislation, and for such internal controls as the Statutory Representative determines
is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

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., Kateřinská 40/466, 120 00 Prague 2, Czech Republic
Phone: +420 251 151 111, Fax: +420 251 156 111, www.pwc.com/cz
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.
(c) 2011 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. “PwC” is the brand under which member firms of PricewaterhouseCoopers International
Limited (PwCIL) operate and provide services. Together, these firms form the PwC network. Each firm in the network is a separate legal entity and does not act
as agent of PwCIL or any other member firm. PwCIL does not provide any services to clients. PwCIL is not responsible or liable for the acts or omissions of any
of its member firms nor can it control the exercise of their professional judgment or bind them in any way.
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Shareholder of RWE Transgas, a.s.
Independent auditor’s report

Auditor’s Responsibility (continued)
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 of the financial statements that give a true and fair view 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 2010, its financial performance and its cash
flows for the year then ended in accordance with Czech accounting legislation.
11 February 2011

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

Tomáš Bašta
Statutory Auditor, Licence No. 1966
Note
Our report has been prepared in the Czech language and in English. In all matters of interpretation of information, views or opinions, the Czech version of our
report takes precedence over the English version.
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5.2 Auditor’s Report on the Annual Report

To the shareholder of RWE Transgas, a.s.
We have audited the financial statements of RWE Transgas, a.s., identification
number 26460815, with registered office at Limuzská 12/3135, Praha 10 - Strašnice
(“the Company”) for the year ended 31 December 2010 disclosed in the annual report
on pages 27–57 and issued the opinion dated 11 February 2011 and disclosed
on pages 58–59.

Report on the Annual Report
We have verified that the other information included in the annual report of the
Company for the year ended 31 December 2010 is consistent with the financial
statements referred to above. The Statutory Representative is responsible for
the accuracy of the annual report. Our responsibility is to express an opinion
on the consistency of the annual report with the financial statements based on our
verification procedures.

Auditor’s Responsibility
We conducted our verification procedures 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 we plan and perform
the verification procedures to obtain reasonable assurance about whether the other
information included in the annual report which describes matters that are also
presented in the financial statements is, in all material respects, consistent with the
relevant financial statements. We believe that the verification procedures performed
provide a reasonable basis for our opinion.

PricewaterhouseCoopers Audit, s.r.o., Kateřinská 40/466, 120 00 Prague 2, Czech Republic
Phone: +420 251 151 111, Fax: +420 251 156 111, www.pwc.com/cz
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.
(c) 2011 PricewaterhouseCoopers Audit, s.r.o. All rights reserved. “PwC” is the brand under which member firms of PricewaterhouseCoopers International
Limited (PwCIL) operate and provide services. Together, these firms form the PwC network. Each firm in the network is a separate legal entity and does not act
as agent of PwCIL or any other member firm. PwCIL does not provide any services to clients. PwCIL is not responsible or liable for the acts or omissions of any
of its member firms nor can it control the exercise of their professional judgment or bind them in any way.
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Shareholder of RWE Transgas, a.s.
Independent auditor’s report

Opinion
In our opinion, the other information included in the annual report of the Company
for the year ended 31 December 2010 is consistent, in all material respects,
with the financial statements.
9 March 2011

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

Tomáš Bašta
Statutory Auditor, Licence No. 1966

Note
Our report has been prepared in the Czech language and in English. In all matters of interpretation of information, views or opinions, the Czech version of our
report takes precedence over the English version.
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Note
On 8 December 2005 the Company entered into a controlling agreement with RWE Energy AG.
The Company is part of the RWE Group, and it is controlled by its parent company on the basis
of this agreement. The agreement has been in force since 1 January 2006 and all matters arising
from the agreement are governed by the laws of the Czech Republic. The controlling person agrees
to recompense the Company’s loss to the extent to which such loss cannot be covered from the
Company’s reserve fund or other available resources no later than within two years of the day
of approval of the Company’s financial statements. As a result of the restructuring of the RWE Group,
the rights and obligations under the controlling agreement passed to RWE Aktiengesellschft, Essen,
the Federal Republic of Germany with effect from 1 September 2009. The Company does not
prepare a report under Section 66a(9) of Act No. 513/1991, the Commercial Code, by virtue
of the controlling agreement.

Content

Scheme of the relations between and control of companies along the relevant line within
the RWE Group as at 31 December 2010
RWE Aktiengesellschaft
100.00% RWE Beteiligungsverwaltung Ausland GmbH
			 98.00% RWE East, s.r.o.
			 51.00% EČS - Elektrárna Čechy-Střed, a.s.
100.00% RWE Gas International B.V.
			100.00% RWE Transgas, a.s.
					100.00% NET4GAS, s.r.o.
						 100.00% BRAWA, a.s.
					100.00% RWE Gas Storage, s.r.o.
					100.00% RWE Interní služby, s.r.o.
					100.00% RWE Distribuční služby, s.r.o.
					100.00% RWE Zákaznické služby, s.r.o.
					100.00% RWE Plynoprojekt, s.r.o.
					100.00% RWE Key Account CZ, s.r.o.
					100.00% RWE Gas Slovensko, s.r.o.
					 18.09% Severomoravská plynárenská, a.s.
					 2.95%	Východočeská plynárenská, a.s.
					 2.46% Jihomoravská plynárenská, a.s.
			100.00% RWE Energie, a.s.
					100.00% RWE GasNet, 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% RWE Energy Hungária Tanácsadó Kft.
2.00% RWE East, s.r.o.
*

On 1 January 2011 the company entered into liquidation.
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