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I.    Background of the Company

1.   Company Structure and Business Activity

In the PGNiG Group, PGNiG Sales & Trading GmbH (referred to in the following as 
“PST” or the “Company”) is the hub of international energy trading outside Poland and, 
since 2012, has also been responsible for operating sales of energy products to 
customers. The sole shareholder of PST is the listed Polskie Górnictwo Naftowe i 
Gazownictwo S.A. (referred to in the following as “PGNiG SA”), Warsaw/Poland.

With its business, PST performs an important function in the Group of PGNiG SA. In 
addition to the procurement of natural gas for the parent company (which continues to 
account for most of the business volume of PST), the Company also markets the gas 
produced by the Norwegian affiliate PGNiG Upstream International AS in the Norwegian 
shelf. In addition, the Company has also been able to further expand its operations in 
sales to customers (standard load profile as well as customers with recording load profile 
measurement). 

In the financial year 2014, the Company carried out other activities within the gas sector 
and also the electricity sector. 
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2. General Conditions

a.    Development of the general economic situation

Review of 2014

In the year 2014, growth in the main economic nations USA, China, Russia and the 
European Economic Zone developed in different directions. As a result of the domestic 
economy which was boosted by the oil and shale gas boom, gross domestic product 
(GDP) of the USA has reported growth of 2.2 % last year. Growth of the second largest 
economy China amounted to 7.3 % due to sluggish external trade; this figure was slightly 
lower than the state target of 7.5 %. As a result of the international sanctions, the 
resultant capital flight and the low price of crude oil, economic growth in Russia declined 
to a level of only approximately 0.3 %.

In the European Union, growth was approximately 1.3 %, and the corresponding figure 
for the Eurozone was 0.8 %. In the crisis states Ireland and Greece, there was a certain 
improvement thanks to severe austerity and reform programs; Spain and Portugal were 
even able to leave the protection offered by the euro rescue package. On the other 
hand, the two major European economies France and Italy made no progress, with 
growth of approximately 0.4 % and minus 0.2 %, respectively.

The economy in Germany reported GDP growth of 1.5 % for the year, thus 
outperforming the European average. The growth was supported by strong domestic 
demand, a low inflation rate of 0.9 %, a low unemployment rate of 6.7 % and the export 
sector which continues to be strong. In the European context, Germany thus remains on 
an above-average path of growth. 

Outlook for 2015

The outlook for Germany for the current year is moderately optimistic: the consequences 
of the sanctions against Russia, the current minimum wage and also the pension at 63 
might have a negative impact on growth. On the other hand, the low price of oil might 
prove to be a positive factor for the economy, particularly if the price of oil continues to 
be relatively low. According to the International Monetary Fund (IMF) and the Deutsche 
Industrie- und Handelskammer (DIHK), the German economy in 2014 will expand by 
approximately 1.3 %; the forecast of the German government is somewhat more 
optimistic, namely 1.5 %. In 2015, Germany will thus again report stronger growth than 
the other countries in the Eurozone. 

For the Eurozone, the EU Commission is anticipating growth of 1.1 %; for the EU, growth 
is expected to come in at 1.5 %. On the other hand, the IMF is not forecasting a 
recession for the Eurozone (with a 30 % probability), despite the fact that leading interest 
rates are at an all-time low and also the fact that oil prices are falling. The reasons which 
are quoted are as follows: an overhang of public and private debt, difficult to predict 
tension on the financial markets as well as the reform policies in some member states 
which are politically uncertain and some of which have not been implemented. For 2015, 
the IMF is forecasting a figure of approximately 3.3 % for worldwide economic output; 
gross domestic product in the USA might increase by 3.1 %, and the corresponding 
figure for China might be approximately 7.1 %.
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b. The German energy market, an overview

In 2014, the energy sector in Germany was very much under the influence of the 
reformed Renewable Energy Act (EEG) which came into force on August 1 and also the 
falling energy wholesale prices. 

In order to ensure that the future expansion of renewable energies will be more efficient 
and more market-related, the amended EEG has a provision for capping production. The 
previous feed-in rates have been substituted or extended to include the principle of the 
“flexible cap” as well as the mandatory direct marketing of ecological electricity. 

Many energy generators are facing considerable economic pressure as a result of 
various factors, including falling energy wholesale prices: the existing excess supply of 
electricity has meant that conventional power generation is in many cases no longer 
cost-effective. Falling revenues, including revenues generated by distribution activities, 
mean that it has not been possible for companies to make the necessary investments in 
maintaining the infrastructure in the energy industry.

In 2014, the market became even more competitive: there was an increase in the 
customers churn rate, and there was also an increase in the number of providers in the 
gas and electricity segment. Overall, 1,091 electricity providers are active throughout 
Germany; on average, each consumer is able to choose between approximately 
150 suppliers for his home. The gas segment saw 22 new providers entering the market 
between 2013 and 2014; the total number is more than 870. The market for commercial, 
major and industrial clients is also fiercely competitive. Whereas standard supplies and 
agreements are generally offered to commercial customers, the companies specializing 
in wholesale customers offer customized energy solutions, for instance energy efficiency 
services.

In addition to the situation on the wholesale markets, the energy industry is also facing 
challenges as a result of prospects which are not very specific and the absence of 
political statements regarding the future design of the energy market, for instance a 
possible capacity market. The situation is exacerbated by regional sensitivities, for 
instance with regard to the expansion of the electricity grids. However, the expansion of 
such grids, including the need to connect the offshore wind farms, is a key element of 
the overhaul of German energy policy. 

At the end of 2014, the announcement of E.ON that, under the pressure of the overhaul 
of German energy policy, it intended to spin off its nuclear power stations as well as its 
fossil-fuel power stations into a new company (also known somewhat misleadingly as a 
“bad bank”) led to discussions. Politicians vehemently reject the possibility of a “bad 
bank” for the nuclear power stations. They see a danger that the risks and costs of 
decommissioning nuclear power stations might be transferred to the state and tax payer. 
E.ON justifies this step with various reasons, including the ongoing price erosion on 
electricity markets, the lack of cost-effectiveness of conventional power generation due 
to surplus power station capacities as well as the significant expansion of generation of 
green electricity. 
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c.    Legal and regulatory changes

In 2014, the most significant legal change for the energy sector occurred when the new 
Renewable Energy Act (EEG) came into force in August. The main objectives of this act 
are to reduce the charges on consumers as a result of the EEG levy as well as greater 
market orientation of the renewable energies by means of the “flexible cap”. This means 
that the subsidies will be automatically cut if the total output of all new installations of an 
energy source exceeds an annual limit. In this way, the payment is expected to fall to a 
total of twelve cents per kilowatt hour on average.

In order to stabilize the discounts for industry granted via the EEG to approximately 
€ 5.1 billion in the long term, companies in future will only be exempted from the levy if 
their electricity costs account for at least 16 % of gross added value. The German 
government hopes that the EEG levy will not rise again until at least 2017 as a result of 
the legal reform. For 2015, the levy is 6.17 cents per kilowatt hour; it has thus fallen for 
the first time since its introduction.

With the European Market Infrastructure Regulation (EMIR) and the Regulation on 
wholesale Energy Market Integrity and Transparency (REMIT), there has been a further 
considerable increase in the regulatory activities affecting the electricity and gas market. 
By transferring the rules applicable for the financial market to the energy sector, the 
legislative authorities wish to avoid the repetition of similar crises in energy trading. 

The aim of the EU Regulation implemented with EMIR 2014 is to ensure that OTC 
derivative trading will become more secure and more transparent. EMIR must be 
implemented by the energy providers which for instance are not small corporations or 
which traded more than 100 OTC derivatives in the previous financial year. 

The objective of REMIT is to increase the transparency and stability of the European 
energy markets and to prevent insider trading as well as market manipulation. With very 
few exceptions, REMIT affects virtually all energy companies which trade with energy 
wholesale products – these include all electricity and gas supply agreements, incl. full 
supply agreements. 

The requirements of EMIR and REMIT mean that administrative expenses and the costs 
of companies will rise appreciably. It remains to be seen whether small and micro energy 
providers and redistributors in particular will be able to cope with the increasingly 
complex requirements of regulation and the associated high costs.

With GABi Gas 2.0 (Grundmodell für Ausgleichsleistungen und Bilanzierungsregeln im 
Gassektor – Basic Model for Equalization Payments and Accounting Rules in the Gas 
Sector), the gas companies will have to face a further comprehensive regulatory 
requirement. GABi mainly contains requirements regarding the data reporting obligation, 
network account billing, control energy levy and same-day structuring. One part of the 
new regulation will come into force on October 1, 2015, and a further part will come into 
force one year later. It remains to be seen how detailed the specific requirements will be 
– details of various implementation requirements still have to be settled in cooperation 
agreements (KoV). It is already clear that balancing energy prices in future will be 
established separately for each market area, and that they will be billed on the basis of 
the actual costs and revenues of the companies with market responsibility for the use of 
control energy. The general opinion is that volatility will probably increase. 
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d.    The energy markets in detail

The natural gas market in detail

Last year, many experts were warning that the conflict between the Ukraine and Russia 
which was intensifying in 2014, as well as the consequences of the conflict, would force 
gas prices upwards and might pose a serious threat to gas supplies in Europe and 
Germany. 

The opposite has happened: in 2014, natural gas was cheaper on the European markets 
than it had been for a long time. The gas price fell from somewhat more than € 26 /MWh 
at the beginning of the year to below € 23/MWh at the end of the year. The wholesale 
prices for natural gas fell on average from 2.71 cents per kilowatt hour (ct/kWh) in 2013 
to 2.14 ct/kWh in the second half of 2014. The reasons for the permanently low gas 
prices were the above average temperatures in the winter of 2013/14, the weak demand 
for gas due to economic factors and also the fact that gas storage facilities were well 
filled as a result of the warnings concerning the Ukraine crisis. In 2014, gas consumption 
declined by approximately 14 % compared with the prior year, namely to 823 billion kWh. 
According to the BDEW, the mild weather conditions account for approximately 8 % of 
the decline in consumption.

However, if there is a further military escalation in the Ukraine conflict or if Russia uses 
gas supplies as a means to exert pressure, there might be a dramatic reversal of the 
above situation. It is true that Europeans are attempting to reduce their existing reliance 
on Russian natural gas; however, there are no signs of a permanent solution being 
achieved in the short term, despite an increase in the production of North Sea gas. 
Russia is Germany’s most important energy supplier, accounting for 35 % of gas 
deliveries and 36 % of oil deliveries.

The decline in electricity and gas prices has had a severe impact on operators of gas-
fired power stations and thus on the reliability of supplies. Climate-friendly combined 
heat and power plants or gas and steam plants can scarcely be marketed more at peak 
times; at highly efficient power generation plants, operating hours are tending towards 
zero. Because gas-fired power stations can be started up rapidly if required, and thus 
make a major contribution to system stability, the fact that these installations are 
becoming less cost-effective involves a greater risk that reliability of supplies can no 
longer be guaranteed.

The development on the electricity market in detail

In 2014, net electricity consumption in the months of January to October 2014 declined 
by approximately 4 % to 534 billion kWh; total energy consumption was at its lowest 
level since German reunification. The main reasons for the lower consumption were the 
mild weather conditions in the winter and spring months as well as the economic 
development which was weak or threatening to stagnate. There were also evident signs 
of efforts to reduce energy consumption and to boost energy efficiency.

The percentage of renewable energies in relation to gross electricity generation in 2014 
increased to 25.8 %. This means that the renewable energies in total have been for the 
first time the most important energy medium, whereby wind energy was the main factor 
in this respect. Overall, 610.4 billion kWh of electricity was generated in Germany in 
2014.
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Whereas the price of electricity at the beginning of the year was still approximately 
€ 36/MWh, it fell to less than € 34/MWh by April, before rising again to approximately 
€ 36/MWh by the end of August. In mid-October, the price was again below € 34/MWh, 
and just above € 36/MWh at the end of November. This development shows that the 
electricity price must have become disconnected from the fundamental data. The 
generally weak economy in Germany, declining demand for electricity and also the fact 
that economic prospects for 2015 were even more depressed at that time ought to have 
resulted in even lower prices.

Instead, the electricity price responded to the politically motivated price movements of 
the emission certificates. If these increased driven by artificial shortages as a result of 
backloading, the electricity price followed suit. Nevertheless, backloading did not achieve 
the desired effect: despite tightening, the market is oversaturated with an estimated 
overhang of approximately one billion tons of CO2.

The distortions on the electricity market which were becoming apparent in 2013 also 
meant that, among other things, the considerable increase in the EEG levy (to 
6.240 cent per kWh) for 2014 resulted in a considerable increase in electricity costs for 
private consumers. The hours with negative electricity price also increased further in 
2014. 

Crude oil market, an overview

Starting approximately mid-2014, the price of oil for WTI and Brent fell from 
approximately USD 100 for a barrel (WTI) and more than USD 105 per barrel (Brent) to 
considerably below USD 50 in each case. The reason for the dramatic decline in prices 
was a considerable excess supply of crude oil, the fracking boom in the USA as well as 
weak worldwide demand. 

Because the oil price in 2014 declined, apparently to a large extent unaffected by 
geopolitical crises, many experts are now anticipating lower oil prices in the long term or 
are anticipating that they will not repeat the price level of 2011 in the foreseeable future. 
Whereas various economies will benefit from the low oil price and, as is the case with 
Germany, hope that they will be able to kick-start their economic activity, those countries 
which to a large extent are dependent on oil production, such as Russia and Venezuela, 
as well as companies operating in this segment are facing the threat of a collapse.  

3.    Performance Indicators

As key performance indicators, the Company uses the pure financial indicators such as 
revenues, costs and EBIT as well as the number of acquired customers (broken down 
into gas customers and electricity customers). These performance indicators are the 
subject of regular reporting, and are reported to Management and the shareholder. The 
budget adopted for each respective financial year forms the basis for the business 
activities. 
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II.    Economic Report

1.    Development of Business

As a newcomer in the German energy market, PST in 2013 initiated rapid growth which 
continued until approximately mid-2014. In the first half of 2014, the Company expanded 
and consolidated its customer figures in Germany. In parallel with this process, PST 
made a successful start to operating on the Austrian market at the beginning of 2014; 
since that time, customers have been supplied with natural gas and ecological electricity. 
PST is the first foreign energy supplier to offer and market natural gas and electricity in 
all federal states of Austria. 

In order to ensure that it will be able to press on ahead successfully in future with the 
growth which has been announced for the next few years, PST carried out an intensive 
review of the sales support processes and internal structures in the second half of 2014. 
The aim of the resultant extensive reorganization, particularly in the customers sales 
segment, was to streamline the implemented processes, to place them on an even more 
professional footing and to bring them into line with the intended customer growth. In the 
course of business, the restructuring became evident in the second half of 2014 as a 
result of reduced sales activities with stagnating customer figures. The number of 
customers supplied overall by PST increased from 31,500 at the beginning of the year to 
approximately 41,000 customers. However, as a result of the mild temperatures in the 
first quarter of 2014, revenues generated by supplying customers with gas and electricity 
did not increase to the extent which might have been anticipated on the basis of higher 
number of users.

In order to be able to provide optimum management in future for the natural gas sales 
and trading portfolio (adapted to our growth strategy), PST last year managed to secure 
capacities at two gas storage facilities situated in territories in Germany as well as 
one storage facility in the Netherlands and one in Austria.

However, the main business aim is to procure energy for our sole shareholder Polskie 
Górnictwo Naftowe i Gazownictwo Spólka Akcyjna (PGNiG SA), Warsaw/Poland. 
Together with marketing of the gas produced in the Norwegian gas field Skarv, which is 
attributable to the share of our affiliate PGNiG Upstream International AS, procurement 
activities account for most of the overall business volume (as has been the case in prior 
years). 

As a result of the Ukraine crisis and the resultant uncertainty, the volume of gas sold in 
Poland in the period under review was higher than in 2013. New transit routes via the 
Czech Republic were also used for these gas deliveries. However, as a result of the 
lower level of prices for natural gas in 2014, the increase in gas deliveries is not directly 
reflected in the trading revenues.

In terms of security of supply, the strategic weight of PST within the PGNiG Group 
increased considerably last year, despite sales activities which were marking time. As a 
result of the Ukraine crisis, the greater significance of PST as a purchaser and vendor in 
the Western European energy wholesale market is therefore to be further strengthened 
and expanded. PST in future is also to be involved to a greater extent in the 
development of new areas of activity of PGNiG, for instance the expansion of LNG 
activities.
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2.   Presentation of the Situation

The balance sheet total increased slightly from € 123.2 million in 2013 to € 134.6 million 
in 2014. Current assets account for approximately 96.3 % of total assets for 2014 (prior 
year 96.0 %). 

The trade accounts receivable outside the PGNiG Group declined from € 21.0 million in 
2013 to € 15.3 million in the current financial year. The receivables due from affiliated 
companies increased by € 4.4 million to the current figure of € 51.3 million. Trade 
accounts payable increased by 2.9 % to € 70.0 million in the financial year 2014. Fixed 
assets declined in absolute terms by € 0.9 million to € 3.9 million, due mainly to the 
depreciation and the writing-down of a license in end user business to its lower value. 
The disclosed provisions increased by 15 % compared with 2013 (€ 3.9 million 
compared with € 3.4 million in the prior year). The equity ratio declined from 7.3 % (prior 
year) to 5.3 % in the financial year.

PST has had access to a bank facility since the financial year 2014, and also has access 
to a loan facility of PGNiG SA for financing its activities. PST continues to report 
unusually high liquidity (32.5 % compared with 29.0 % in 2013). However, of this figure, 
71.5 % is used as cash collateral for market transactions and for issued bank 
guarantees, so that the freely disposable liquidity amounts to 9.3 % (in line with the 
corresponding prior year figure of 9.5 %). The Company’s liquidity is assured. PGNiG SA 
also provides the necessary collateral for the transactions of PST and for backing the 
bank loan in the form of payment guarantees. 

Performance indicators
2014 2013 Changes
TEUR TEUR absolute in %

Revenues 906,420 867,012 39,408 4.6
Costs                                  
(netted with other income)

908,066 866,561 41,506 4.8

EBIT -1,646 451 -2,097
Number of new customers (gas) 13,619 12,317 1,302
Number of new customers 
(electricity)

7,017 7,695 -678

The revenues for 2014 mainly comprise revenues generated with gas trading and 
electricity trading. The volume of sales revenues (SLP customers, load profile customers 
as well as redistributors) increased again last year compared with the prior year. 

In addition to the purchasing costs for the gas volumes corresponding to the revenues, 
the costs of materials also include capacity costs for the gas deliveries to Poland, the 
grid utilization fees as well as balancing energy costs.

As a result of the expansion of business operations, the cost structure has again 
changed significantly compared with 2013. Disregarding the energy sourcing costs, the 
main cost factors were the other operating expenses. The other operating expenses 
have virtually doubled compared with the prior year (from kEUR 5,423 in 2013 to 
kEUR 10,119 in 2014). This is mainly attributable to the process of establishing sales 
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activities and the associated increase in acquisition and service costs. On the other 
hand, personnel expenses increased by 11.9 % from kEUR 4,632 in the prior year to the 
current figure of kEUR 5,183. As a result of the restructuring process, the number of 
employees has declined from 49 (December 31, 2013) to 42 full-time employees 
(December 31, 2014). The full impact of the cost savings resulting from this measure will 
be felt starting in 2015. 

The above-mentioned friction losses in the processes of the Sales division resulted in 
extraordinary one-off expenses, such as individual allowances recognized in relation to 
customer receivables, higher costs of commission payments to sales partners as well as 
the write off of commission recoveries. In connection with additional costs resulting from 
the restructuring of the Company and an impairment recognized in relation to a license, 
the Company was not able to meet the objectives of the performance indicator costs last 
year. Instead of budgeted costs of kEUR 750,950 – kEUR 891,300, the actual costs in 
the financial year 2014 amounted to kEUR 908,066. The increase in the revenues to 
kEUR 906,420 (according to budget for 2014 kEUR 750,000 to 890,500) was not able to 
completely offset this cost increase. This accordingly has resulted in a negative EBIT of 
kEUR 1,646, which is thus lower than the budgeted figure of kEUR -800 to -950. In order 
to be able to remedy the problems which have been identified, the Company decided not 
to carry out further sales activities last year. The number of acquired new customers for 
gas and electricity (13,619 and 7,017 customers, respectively) accordingly was lower 
than the budgeted range of 20,000 to 30,000 (gas) and 13,000 to 23,000 (electricity).

III.   Opportunity and Risk Report

Monitoring and management of opportunities and risks are an integral element of 
corporate management at PST. 

The parent company has provided PST with a risk framework in the form of limits, and in 
particular stop-loss limits; risk management of the Company is performed within these 
limits. 

1.    Risk Report
a.   Organization of risk management

A two-stage risk management system is implemented at PST. Whereas operational risk 
management (i.e. ongoing observation, monitoring and reporting of the business 
development of the Company) is the responsibility of Risk Management, the task of the 
internal Risk Committee is to manage risk and also assess opportunities and risks 
applicable for the introduction of new products or breaking into new markets. This body 
consists of Senior Management and the division heads. In addition to market and 
product release, the Risk Committee also takes decisions regarding the conducting of 
major transactions with already approved products in approved markets. 
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b.    Process of risk management
This process comprises the recognition, evaluation, management and monitoring of risks 
as well as the corresponding reporting. Standard basic methods in the sector (stop-loss 
limit, open-position limit as well as credit exposure) are used for evaluating risks and risk 
management. The risks are recorded on a daily basis, and are evaluated and reported in 
accordance with uniform criteria. 

The risk policy, which is constantly updated, forms the basis for the risk-aware actions of 
the Company. Senior Management is notified every trading day by means of risk reports 
regarding the current risk and opportunity situation; the corresponding basic data are 
derived directly from the trading system. The risk measuring procedures included in the 
trading system are basic procedures which are constantly further developed. These daily 
basic data are processed and are reported directly to the Risk Committee of PGNiG SA 
by means of weekly and monthly reports. In special cases, Senior Management or the 
Risk Committee is notified immediately; these in turn notify the Supervisory Board 
directly. 

The risk management system and the corresponding processes are constantly further 
developed in order to enable the Company to meet the challenges posed by operations 
which have expanded considerably in recent years and also posed by regulatory 
requirements. The purpose of implementing formalized and challenging solutions is to 
take account of the increasingly complex business and the further organic growth of the 
Company.

c.    Definition of risks
Within the framework of risk management, the Company continuously and systematically 
monitors the opportunities and risks as well as the development of the business. As a 
result of its operations in the various divisions, PST monitors and manages the following 
risks:

- Counterparty default/credit risks
- Market price risks
- Liquidity risks
- Operational risks

Counterparty default/credit risks
Counterparty default or credit risks arise as a result of the inability of a trading or 
business partner to deliver, accept or pay for products. The counterparty default risk is 
established every trading day by way of pooling existing receivables and potential claims 
after taking account of cash collateral or bank guarantees which have been received as 
well as netting possibilities per trading partner (= exposure). 

Credit risk management essentially comprises the following:
- Credit risk measurement
- Credit limit monitoring
- Collateral management

The trades are concluded on the basis of standard framework agreements. On the basis 
of a credit check performed for potential trading partners, a decision is taken with regard 
to their creditworthiness and, where appropriate, the maximum permissible credit limit. 
The utilization of the limits is published in the risk report which is published every trading 
day, and is made available to Senior Management. Future limit utilizations are also 
observed in the risk report and, where appropriate, transactions with affected trade 
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partners are limited. The credit standing of existing trading partners is also monitored on 
a regular basis, and limits which have been granted are regularly reviewed. These 
measures implemented by Risk Management thus considerably limit the risk. 

Market price risks
Market price risks arise when the market price differs from the contract price for the 
respective product over a period of time. Market price changes are primarily attributable 
to fluctuations in supply and demand, for instance as a result of temperature changes or 
delivery problems.
 
Consistent risk management is necessary with regard to the measurement, monitoring 
and management of the resultant risks. Trading positions are recorded in the trading 
system for this purpose, and are measured with current market parameters. Volume- 
and loss-related limits are applied at the ledger and strategy levels in order to manage 
market price risks. Checks are carried out to determine whether the prices of all 
transactions have been established on an arm’s length basis. The market price risk is 
also limited significantly by a back-to-back strategy, which is applicable for most of the 
trading transactions. These measures mean that the market price risks for the Company 
are manageable.

Liquidity risks
The liquidity risk is defined as the inability to meet payment obligations at the time at 
which such obligations fall due, or not to have adequate refinancing possibilities. 

Liquidity risk management comprises the following:
- Liquidity budgeting and controlling
- Management and reconciliation of receivables and liabilities within the framework of a 

standard process
- External financing and liquidity assurance, as described in chapter II. 2 “Presentation 

of the Situation” 

In order to identify the short-term liquidity requirement, (major) future liquidity cashflows 
are recorded and the financing requirement is established on that basis. Regular reports 
are submitted in this respect. Medium-term liquidity requirement reporting has also been 
installed; this also establishes the liquidity requirement of the Company for new areas of 
operation to be developed. Liquidity analysis and management is the responsibility of the 
Finance function of PST. These measures mean that these risks are virtually avoided.

Operational risks
Operational risks arise as a result of organizational, process, technical or personnel 
inadequacies or unfavorable external influences. Accordingly, risks arising from defective 
processes may have a negative impact on existing controls or decisions to be taken in 
the Company; these then involve a certain amount of additional effort or increased costs.

As a result of the implementation of suitable processes or the automation of processes, 
redundancies and the four-eyes principle, the Company has an effective strategy of 
combatting these operational risks. An IT emergency concept is in place to cope with 
potential IT risks.

Management of operational risks will benefit in the following years from the results of the 
implemented risk management process (recording of events, learning process, key risk 
indicators, etc.).
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d.    Overall comment on the risk situation

To the best of our knowledge, Senior Management is not aware of any individual risks or 
total risk which would pose a threat to the going-concern assumption in future or which 
would have a significant impact on the net assets, financial position and results of 
operations.

2.    Opportunity report

The process of evaluating opportunities is part of the risk management system which 
has been set up at PST (organization and processes). 

a.    Definition of opportunities

Corresponding to the defined risks of the Company, there are the following opportunities 
for PST:

Market price opportunities
In particular the fact that the Company has only been operating on the German and 
European energy markets for three years offers the opportunity (without being reliant on 
long-term agreements which had been concluded in the past) to benefit from the price 
developments on the relevant energy markets by way of appropriate procurement 
strategies or by way of the development of suitable products and services.

Liquidity opportunities
The financial strength and the credit standing of the parent company PGNiG SA enables 
the business to be rapidly established particularly as a result of the provision of the 
necessary collateral, which can be used for external financing of the Company and also 
for hedging trades. 

Operational opportunities
Particularly in times in which energy utilities have had to declare themselves insolvent as 
a result of an excessively aggressive or unsustainable business model in conjunction 
with the market price development, the membership in an established European energy 
group, whose roots can be traced back more than 150 years, offers a sound basis of 
gaining the trust of customers. For the strategic structure and focus of the PGNiG Group, 
the Company will play an increasingly significant role particularly for the trading activities. 
In addition to the marketing of natural gas from the Norwegian deposits of the Group on 
the German and Central European markets, this also includes activities on the 
international LNG market.

Lean structures and efficient processes in conjunction with the know-how and long-
standing sector experience of its employees will assist the Company to establish an 
optimum positioning in order to face the challenges posed by future competition. 

b.    Overall comment concerning the opportunity situation
Following the successful completion of the reorganization and restructuring processes, 
the Company considers that it is competitive and has established a good position as a 
result of its sound basis.
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IV.   Events after the End of the Financial Year

In addition to the quantities of gas which are landed in Emden from the Norwegian gas 
field Skarv of the affiliated company PGNiG Upstream SA, gas quantities from the Vale 
and Morvin gas fields which have been acquired by PGNiG Norway SA have since 2015 
also been marketed on the German and Central European markets.

No other major transactions which would have to be reported in the balance sheet have 
occurred after the end of the financial year.

V.    Forecast Report

On the basis of the restructuring process which was initiated in 2014 as well as the 
introduction of professional and optimized structures in our processes, we are assuming 
that PST will meet its intended growth objectives in 2015 and 2016. In order to ensure 
that this is possible, we have been pressing on ahead with the consolidation process in 
the first half of the current financial year. Accordingly, the margin situation in the gas field 
is to be improved, and the number of customers in the electricity segment is to be 
increased.

Now that the reorganization and consolidation processes have been completed, we 
consider that we have established an excellent position to enable us to cope with the 
coming challenges and the dynamic environment of the energy sector, also at the 
European level. We will implement regulatory and legal requirements at a high 
professional level, and will continuously optimize our sales processes in a competition-
oriented manner. All internal structures will in future be compared to a greater extent 
against a cost/benefit and income/expense benchmark. Our aim is to maintain the 
currently implemented lean cost structures and efficient business processes.

In order to successfully maintain and expand our position which we have attained on the 
German and Austrian markets which are characterized by fierce competition and also to 
be able to continue to profitably pursue the path of growth which we have embarked on, 
we are also ensuring that our staff resources are structured in a manner which is as lean 
as possible. However, this will be achieved without any negative impact on our degree of 
professionalization and the flexibility and service orientation necessary in sales 
operations.

As an active player on all relevant European energy markets as well as electricity and 
gas wholesale markets, PST will in future be in an even better position to rapidly 
anticipate changes on the markets and to respond quickly. With the acquired storage 
capacities and the direct sourcing of natural gas from the Group’s own production 
sources, we will further optimize our portfolio management. We can thus minimize 
potential price risks and enable our customers to benefit from advantageous conditions 
in the long term. 

For 2015, there are plans to spin off the sales activities to a sales company below the 
energy trading company. In this way, both companies will be able to make optimum use 
of the opportunities which arise in the respective markets. Particularly in the field of 
energy trading, we have identified profitable potential under the aspect of establishing 
the LNG market; we will expand this potential as a reliable counterpart together with the 
other business partners.
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In the sales market, we consider that transparent products and fair prices for private 
customer business and also above-average service orientation and flexibility in the 
business user segment are the basis for high customer satisfaction and thus the basis 
for our further growth. Our products and services are continuously assessed to establish 
their proximity to markets and customers. By means of intensive market observations, 
we will utilize opportunities which arise in order to develop promising new products and 
services and offer them in a customer-oriented manner, and also to successfully open up 
potential new markets and areas of operation. This also includes an assessment of 
expansion into further European countries. The Polish market in particular is increasingly 
focusing on business and industrial customers. With the promising experience with sales 
which we have previously made, combined with the considerable and positive 
awareness level of our parent company, we hope to achieve a successful market image 
and market entry.

We are assuming that PST will continue to achieve organic growth in all areas of 
operation in the course of the next few years. 

The following table shows the economic performance indicators of PST which are 
planned for 2015: 

 

  

Munich, March 6, 2015

Management

2015
Revenues kEUR 884,400 to 948,500

 
Costs (netted with 
other income)

kEUR -886,100 to -950,100

EBIT kEUR -1.700 to -1,600
Number of new 
customers for gas 
deliveries 

Number 10,000 to 25,000

Number of new 
customers for 
electricity 
deliveries 

Number 20,000 to 40,000
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PGNiG Sales & Trading GmbH, Munich

Balance Sheet as of December 31, 2014

ASSETS
12/31/2014 12/31/2013

€ € € € €
A. Non-current assets

I. Intangible assets
1. Acquired concessions, industrial property rights
    and similar rights and assets and
    licenses in such rights and assets 1.204.342,44 2.021.951,44
2. Prepayments made 1,00 1.204.343,44 1,00

2.021.952,44

II. Property, plant and equipment
1. Other equipment, operating and business equipment 246.425,00 298.408,00

III. Financial assets
1. Shares in affiliated companies 2.453.257,81 3.904.026,25 2.453.257,81 4.773.618,25

B. Current assets
I. Inventories

1. Gas inventories 7.876.121,12 4.344.190,83

II. Receivables and other assets
1. Trade receivables 15.318.316,68 20.998.011,20
2. Receivables from affiliated companies 51.292.508,13 46.842.768,22
3. Other assets 8.519.678,57 75.130.503,38 5.875.161,59

73.715.941,01

III. Cash in hand and bank credit balances 43.784.849,25 126.791.473,75 35.944.096,28 114.004.228,12

C. Prepaid expenses 2.812.597,45 4.110.951,46

D. Deferred tax assets 1.137.661,50 306.005,98

Total assets 134.645.758,95 123.194.803,81
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SHAREHOLDERS' EQUITY AND LIABILITIES
12/31/2014 12/31/2013

€ € € €
A. Equity capital

I. Subscribed capital 10.000.000,00 10.000.000,00
II. Loss carried forward -1.043.580,93 -476.148,43
III. Net loss for the year -1.880.508,83 7.075.910,24 -567.432,50 8.956.419,07

B. Provisions
1. Other provisions 3.909.108,47 3.399.335,81

C. Liabilities
1. Liabilities to banks 19.720.549,38 20.000.000,02
2. Trade payables 70.045.843,46 68.054.624,76
3. Liabilities to affiliated companies 12.735.116,97 13.996.872,99
4. Other liabilities 14.294.470,44 8.671.241,11

(thereof from taxes € 1.730.592,79; PY: k€ 2.388)
116.795.980,25 110.722.738,88

D. Deferred item 6.864.759,99 116.310,05

Total equity and liabilities 134.645.758,95 123.194.803,81
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PGNiG Sales & Trading GmbH, München 

Income Statement
for the Period from January 1 to December 31, 2014

2014 2013
€ € € €

1. Sales revenues 910.422.616,45 868.789.517,25
net of recognized energy tax 4.003.012,49 906.419.603,96 1.777.946,74 867.011.570,51

2. Other operating income 530.175,16 327.135,23
3. Cost of materials

a) Cost of raw materials and supplies 873.090.835,44 851.859.291,06
b) Cost of purchased services 18.486.068,30 891.576.903,74 4.271.849,21 856.131.140,27

4. Personnel expenses
a) Wages and salaries 4.650.593,22 4.171.364,76
b) Social security and other pension costs 532.348,98 461.069,91

(thereof retirement benefits € 660,49;
PY: € 0,00) 5.182.942,20 4.632.434,67

5. Amortization/depreciation of intangible assets and of
property, plant and equipment 1.717.487,48 701.784,61

6. Other operating expenses 10.119.218,83 5.422.517,66
7. Other interest and similar income 194,63 41.688,13
8. Interest and similar expenses 1.064.681,89 1.172.566,00
9. Profit/loss on ordinary activities -2.711.260,39 -680.049,34

10. Taxes on income 831.605,56 -112.238,84
(thereof retirement benefits € 831.655,52;
PY: € 112.238,84)

11. Other taxes -854,00 -378,00
12. Net loss for the year -1.880.508,83 -567.432,50
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PGNiG Sales & Trading GmbH, Munich

Notes to the Financial Statements for the Financial Year 
from January 1 to December 31, 2014

General Information

The present annual financial statements were prepared in accordance with Section 242 et 
seqq., and Section 264 et seqq., HGB [Handelsgesetzbuch – German Commercial Code] and 
the relevant provisions of the GmbHG [Gesetz betreffend die Gesellschaften mit beschränkter 
Haftung) - German Limited Liability Companies Act].

The Company is a large corporation pursuant to Section 267 (3, 4) HGB.

Due to the development and expansion of business operations, which were started in the 
previous year, a comparison with the previous year is possible to a limited extent only. 

The income statement was prepared in accordance with the type of expenditure format.

The Company is a fully-owned (100 %) subsidiary of Polskie Gòrnictwo Naftowe i Gazownictwo 
Spòlka Akcyjna, Warsaw, Poland, a vertically integrated energy company in the field of gas 
production and gas supply. Consequently, the Company belongs to a group of companies which 
are interrelated pursuant to Article 3 (2) of Council Regulation (EC) No 139/2004 of January 20, 
2004 governing the control of business combinations, and which are active on the European 
Union electricity or gas market. Thus, the Company is a vertically integrated company within the 
meaning of Section 3 No. 38 EnWG [Energiewirtschaftsgesetz - German Energy Act]. The 
regulations of the German Energy Act apply. 

Accounting and Valuation Methods

The following accounting and valuation methods were used in the preparation of the annual 
financial statements.

Acquired intangible assets are stated at acquisition cost and, if depreciable, are reduced by 
scheduled amortization in accordance with their useful lives using the straight-line-method. 
Amortization write-downs on asset additions during the financial year are recorded on a pro rata 
basis. The useful lives of the assets are between one and five years. If there is a permanent 
reduction in the value of intangible assets, an impairment is recognized to reduce the value of 
the asset to its lower value in accordance with Section 253 (3) HGB.

Property, plant and equipment are stated at acquisition cost and, if depreciable, are 
depreciated according to schedule in accordance with their useful lives using the straight line 
method. Depreciation on additions to property, plant and equipment is recorded on a pro rata 
basis. The useful lives are between three and 23 years. Low-value assets with purchase costs 
of up to € 150.00 are written off in full in the year of acquisition and assets with purchase costs 
of between € 150.00 and € 1,000.00 are written down over five years (pooling).
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Financial assets are measured at acquisition cost.

For recognizing the inventories, the pure procurement costs of the gas put into storage and 
also the capacity costs associated with storage are taken into consideration. This means that, 
when taken out of storage, the gas sourcing costs increased by the attributable incidental costs 
are recognized in the income statement. The costs are measured using the moving average 
method; it was not necessary for any depreciation to be recognized to reduce the value of the 
inventories to a lower fair value as of the reference date.

Receivables and other assets are recognized at nominal value; any discernible risks were 
provided for through value adjustments. 

On the assets side of the balance sheet, deferred charges and prepaid expenses show 
spending which represents costs for a specific time after the balance sheet date.

Cash in hand and bank credit balances are measured at nominal value. 

Foreign currencies were translated at the rate on the respective transaction date. Assets and 
liabilities denominated in foreign currencies were translated at the mean spot exchange rate at 
the balance sheet date.

With respect to the determination of deferred taxes arising due to temporary or quasi-
permanent differences between the values of assets, liabilities, prepaid expenses and deferred 
income reported in the commercial balance sheet and the tax balance sheet, or due to tax 
losses carried forward, the amounts of the resulting tax expense and tax relief are measured at 
the company-specific tax rates at the time the differences will reverse and are not discounted. 
Overall, the determination of deferred taxes resulted in a tax relief. The option for capitalization 
of deferred tax assets pursuant to Section 274 (1) Clause 2 HGB was exercised.

Subscribed capital is stated at nominal value.

Other provisions provide for all discernible risks and uncertain liabilities. They are recognized 
at settlement amounts determined in accordance with prudential business judgment. Long-term 
provisions are discounted at the market rate adequate for the remaining terms in accordance 
with Section 253 (2) HGB. Contrary to the method used in the prior year, the calculation of the 
bonus provision also takes account of the employer’s contribution to social insurance (fixed 
amount).

Liabilities are recognized at their respective settlement value.

On the liabilities side of the balance sheet, deferred items show income representing revenues 
for a specific time after the balance sheet date.
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Notes to the balance sheet 

Non-current assets

The development of individual items of fixed assets, including amortization, depreciation and 
write-downs for the financial year, is presented in the schedule of non-current assets.

Financial assets include the 100 % shareholding in XOOL GmbH, Munich. For the financial year 
from May 1, 2012, to April 30, 2013, the Company has reported equity of € 645,249.16. 

Inventories

The gas stored in rented storage facilities is shown under inventories (€ 7,876,121.12; prior year 
€ 4,344,190.83). 

Receivables and other assets
12/31/2014 12/31/2013

€ €
Trade receivables 15,318,316.68 20,998,011.20

Thereof due in more than one year 0,00 0.00
Receivables from affiliated companies 51,292,508.13 46,842,768.22

Thereof due in more than one year 0.00 0.00
Other assets 8,519,678.57 5,875,161.59

Thereof due in more than one year 224,152.08 1,429,115.04
75,130,503.38 73,715,941.01

Receivables for gas and electricity consumption which has not yet been billed are accrued as of 
the balance sheet date on the basis of the forecast/allocated delivery volumes calculated in 
accordance with balancing group management and are netted with payments on account which 
have been received (€ 31,248,475.19 for Gas and € 5,093,234.16 for electricity; prior year 
€ 8,567,265.48 for gas and € 1,893,333.40 for electricity). As of the balance sheet date, there 
were negative receivable accruals after netting of € 6,806,919.40 for gas deliveries and 
€ 505,871.55 for electricity deliveries as a result of the warm winter at the beginning of 2014; 
these are shown as other liabilities.

Receivables from affiliated companies included receivables from the sole shareholder, Polskie 
Gòrnictwo Naftowe i Gazownictwo Spòlka Akcyjna, Warsaw, Poland, in the amount of 
€ 48,519,181.85 (prior year € 43,883,644.81), and receivables from XOOL GmbH in the amount 
of € 2,773,326.28 (prior year € 2,959,123.41). Receivables from affiliated companies mainly 
relate to trade accounts receivable in the amount of € 50,671,660.84. The remaining amount is 
due to the part of XOOL GmbH in the VAT to be paid.
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The other assets include security payments which have been made as well as variation margins 
paid for gas and electricity futures for delivery periods after December 31, 2014 (a total of 
€ 1,078,300.20).

Cash in hand and cash at banks

The liquid assets show an amount of € 29,218,422.35 which serves to back the guarantee 
credits provided by a domestic bank and which are therefore subject in full to disposal 
restrictions. 

Deferred charges and prepaid expenses

The main item shown under deferred charges and prepaid expenses are commissions paid to 
sales partners, which however are only recognized in the income statement at the point at 
which deliveries commence and over the life of the gas and electricity supply agreements 
concluded with end consumers. If the end consumers fail to fulfill the delivery agreement, 
PGNiG Sales & Trading GmbH has a right to obtain a refund from the respective sales partner.

Deferred taxes

Deferred tax assets resulted from the following:

12/31/2014 12/31/2013
€ €

Deferred tax assets on tax losses 
carried forward 1,137,661.50 306,005.98

The calculation was based on a tax rate of 32.975 %, as in the previous year. Deferred tax 
assets were taken into account with respect to losses in the amount of € 3,450,072.79. The 
deferred tax assets on tax losses carried forward were capitalized under the assumption that 
the Company will earn positive tax results in the future. There is a payout restriction in this 
amount, as there was no freely disposable equity as of the balance sheet date. 

Subscribed capital

The Company's subscribed capital in the amount of € 10,000,000.00 was fully held by the sole 
shareholder, Polskie Gòrnictwo Naftowe i Gazownictwo Spòlka Akcyjna, Warsaw, Poland.

There is a restriction on dividend payments equivalent to the deferred tax assets which have 
been recognized, because there are no freely disposable equity elements as of the reference 
date.
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Other provisions

Other provisions related mainly to restructuring, bonus and vacation obligations concerning the 
personnel area, as well as for a case of compensation. The risk of compensation results from 
different interpretations respecting a concluded purchase agreement. In addition, provisions 
were recorded, in particular, for the annual financial statements preparation and annual audit 
costs, the preparation of tax returns, and outstanding invoices.

Provisions for potential losses totaling € 445,857.97 (prior year € 301,074.69) have been 
created for potential losses from pending agreements. These essentially relate to the financial 
year 2015.

Liabilities

The classification of liabilities, and their terms, is presented in the following schedule of 
liabilities:

Total
Amount

€ 

Due in up to
 1 year

€ 
Liabilities to banks
(prior year)

Trade payables 
(prior year)

Liabilities to 
affiliated 
companies

19,720,549.38
(20,000,000.02)

70,045,843.46
(68,054,624.76)

12,735,116.97

19,720,549.38
(20,000,000.02)

70,045,843.46
 (68,054,624.76)

12,735,116.97

(prior year) (13,996,872.99) (13,996,872.99)

Other liabilities
(prior year)

14,294,470.44
(8,671,241.11)

14,294,470.44
(7,581,361.03)

116,795,980.25
(110,722,738.88)

116,795,980.25
(109,632,858.80)

Trade payables related mainly to costs for energy purchases.

Liabilities to affiliated companies relate to the sole shareholder, Polskie Górnictwo Naftowe i 
Gazownictwo Spólka Akcyjna, Warsaw, Poland (€ 7,002,833.84; prior year € 6,788,408.08). 
This item included the shareholder loan, including interest outstanding. On the other hand, there 
are trade accounts payable of € 5,732,283.13 (prior year € 7,208,464.91) due to the affiliated 
company PGNiG Upstream International SA, Stavanger, Norway. 
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The other liabilities mainly comprise deferrals for overpayments of customers (€ 7,312,790.95), 
resulting from sales deferrals due to the warm winter at the beginning of 2014 and variation 
margins received for gas and electricity futures for delivery periods after December 31, 2014 
(€ 886,138.73; prior year € 3,809,808.48). This item also shows the outstanding purchase price 
instalment for the acquisition of the shares and loan receivables due from XOOL GmbH 
(€ 2,250,000.00) as well as the VAT liability relating to the advance VAT return for the year of 
2014 (€ 1,796,694.02). There are also liabilities due to the Hauptzollamt (main customs office) 
relating to payable energy tax of € 229,700.58 (prior year € 501,478.01). 

Deferred income

The deferred items mainly comprise payments on account received from our customers for the 
delivery period January 2015 (€ 6,435,750.95).

Contingencies

Contingencies arising from warranty agreements

At the balance sheet date, warranty related contingencies vis à vis the sole shareholder, Polskie 
Gòrnictwo Naftowe i Gazownictwo Spòlka Akcyjna, Warsaw, Poland, were reported involving a 
maximum amount of € 200.0 million. The warranty contract of December 23, 2011(with a 
supplement dated March 30, 2012) was concluded due to the fact that the sole shareholder had 
signed guarantee agreements with external suppliers of PGNiG Sales & Trading GmbH to 
hedge the risk of non-payment by the subsidiary. In the event of utilization by external suppliers, 
the sole shareholder is entitled to reclaim the money from the subsidiary. The shareholder 
guarantees in the amount of up to € 200.0 million relate to individual transactions between the 
Company and external suppliers. Each guarantee arrangement concluded within the framework 
of the warranty contract is subject to the suspensive condition that the receivable to be secured 
is settled by the external suppliers or the term of the respective guarantee expires.

At the balance sheet date the Company reported outstanding liabilities vis à vis external 
suppliers and, consequently, payment guarantees by the parent company, in the amount of 
€ 70.0 million, so that utilization at the same amount would be possible at the balance sheet 
date. Since the Company has sufficient liquid assets and meets all its payment obligations, 
utilization of the parent company’s warranty obligation by external suppliers and thus utilization 
of the Company’s warranty obligation by the parent company is not be expected. The risk is 
considered as minor.

With regard to its investment XOOL GmbH, the Company has provided a commitment, in the 
event that the sole shareholder GETEC Daten- und Abrechnungsmanagement GmbH fails to 
fully meet its obligations to absorb losses for the short financial year April 30, 2012 (a total of 
€ 1.7 million), that it will refund this difference to XOOL GmbH.
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Contingencies resulting from the provision of security for external liabilities

In connection with the marketing of electricity, there were contingencies as of December 31, 
2014 relating to the provision of securities for external liabilities of € 29,067,775.97, which are 
backed by assigned cash at banks. In view of the knowledge gained at the point at which these 
financial statements were prepared, it is not likely that these contingencies will be utilized, the 
risk is low.

Other financial obligations

The following other financial obligations were reported as of December 31, 2014:

2015 2016 2017 2018 2019 - 2020 Total
€ € € € € €

218,116,002.54 39,803,574.16 2,826,653.14 365,215.40 671,419.20 261,782,864.43

The obligations related mainly to pending gas futures transactions (purchases) with 
third parties.

The figures 2015 also include obligations resulting from a license agreement. It also includes 
obligations of € 506,651.45 due to PGNiG Upstream International SA as an affiliated company.
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Notes to the income statement

Sales revenues

In order to ensure that it will be able to press on ahead successfully in future with the growth 
which has been announced for the next few years, PST carried out an intensive review of the 
sales support processes and internal structures in the second half of 2014. The aim of the 
resultant extensive reorganization, particularly in the end user sales segment, was to streamline 
the implemented processes, to place them on an even more professional footing and to bring 
them into line with the intended customer growth. In the course of business, the restructuring 
became evident in the second half of 2014 as a result of reduced sales activities with stagnating 
customer figures.

The Wholesale segment continued to expand compared with the prior year. Despite much lower 
energy prices and an unusually warm winter at the beginning of 2014 (with a correspondingly 
lower heating requirement), revenues again increased compared with the prior year. 

Of the figure shown for revenues, € 728 million (prior year € 712 million) relates to revenues 
from gas and electricity trading, and € 186 million (prior year € 155 million) relates to gas and 
electricity sales. The sales revenues were earned mainly with the sole shareholder, Polskie 
Górnictwo Naftowe i Gazownictwo Spólka Akcyjna, Warsaw, Poland, and are allocated to the 
following regions:

Germany Outside of Germany Total
€ € €

Sales revenues 562,005,249.62 344,414,354,34 906,419,603.96
(prior year) (467,631,035.82) (399,380,534.69) (867,011,570.51)

The figure shown for revenues outside Germany includes an amount of € 671,877.21 which last 
year was generated via the operating facility in Austria. The revenues were also reduced by 
revenue reductions of € 375,393.63 attributable to other periods.

Gas Electricity Total
€ € €

Sales revenues 720,486,483.95 185,933,120.01 906,419,603.96
(prior year) (781,674,451.39) (85,377,119.12) (867,011,570.51)

Cost of materials

Cost of material includes the cost of raw materials and supplies as well as the cost of purchased 
services. The largest share was attributable to gas purchase costs. The cost of materials 
includes costs attributable to other periods for grid utilization and a revised calculation for 
balancing energy of € 606,205.15. 
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Amortization/Depreciation

In addition to the depreciation recognized in relation to tangible and intangible assets, an 
impairment had to be recognized (€ 418,500.00) in relation to a permanent reduction in the 
value of an intangible asset in accordance with Section 253 (3) HGB in order to reduce the 
value to the corresponding lower amount. 

Other operating income and other operating expenses

The other operating income mainly comprises income generated by service fees of XOOL 
GmbH (€ 145,000.00) as well as income from the reversal of provisions (€ 211,032.73; prior 
year € 74,572.30). Currency translation income amounted to € 65,151.34 in the financial year 
2014 (prior year: € 5,017.58). This includes effects of the reversal of provisions of € 211,032.73 
attributable to other periods.

Other operating expenses include expenses from currency translation in the amount of 
€ 119,236.46 (prior year € 8,788.30). The other operating expenses also show additions to 
provisions for potential losses (€ 301,074.69), trading incidental costs, third-party services, 
consultancy fees as well as costs for the infrastructure of the Company.

Other interest and similar income

The other interest and similar income of € 194.63 do not include any interest with regard to the 
investment XOOL GmbH (prior year € 41,666.64). There were no guarantee fees to be billed to 
the parent company (prior year: € 220,000.00).

Interest and similar expenses

Interest and other expenses consist mainly of interest expenses associated with utilized loans 
as well as guarantee commissions vis à vis the parent company in the total amount of 
€ 657,218.43 (prior year € 844,971.13). Interest expenses of € 52,629.73 (prior year 
€ 164,097.88) are also shown under this item.

Taxes on income 

The income from taxes on income of € 831.605,56 (prior year: cost of € 112,238.84) relates to 
the capitalization of deferred taxes for loss carry forwards. 
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Other notes

Major business transactions with affiliated companies pursuant to Section 6b (2) EnWG

In the financial year the Company sold 12,481 GWh natural gas to its sole shareholder, Polskie 
Górnictwo Naftowe i Gazownictwo Spólka Akcyjna, Warsaw, Poland, and earned sales 
revenues in the amount of about € 293 million from the transaction. The Company’s turnover 
concerning its investment in XOOL GmbH came to € 13 million or 450 GWh.

For PGNiG Upstream International SA, the Company marketed the amount of gas produced in 
the Norwegian gas field Skarv attributable to the affiliated company. The procurement costs 
amounted to € 97 million (4,651 GWh).

Between PST and PGNiG SA, there is a revolving loan agreement which is due to run until 
December 31, 2015. As of December 31, 2014, a total of k€ 7,000 had been drawn down under 
this arrangement. In the course of the financial year, a total of € 52,629.73 interest expenses 
were incurred with regard to the parent company.  

Activity Report pursuant to Section 6b (3) EnWG

In the financial year 2014, the Company carried out other activities within the gas sector as well 
as other activities within the electricity sector. The Company therefore maintains separate 
accounts for these activities.

Valuation units

The Company forms valuation units pursuant to Section 254 HGB for pending transactions in 
the form of portfolio hedges – classified according to the respective business purpose. The 
related hedging transactions are used for hedging the price change risks resulting from market 
price fluctuations. The valuation units are effective due to the congruence of type, quantity and 
maturity of the underlying- and corresponding hedging transaction(s). The effectiveness is 
documented within the scope of the existing risk management system by means of a critical-
terms match and regression analyses. If negative mtm valuations for a valuation unit arise in an 
annual analysis, a provision for impending losses is recorded. Due to the creation of valuation 
units risks arising from individual transactions in the amount of k€ 39,861 are hedged. The 
volume of hedged underlying transactions amounted to k€ 270,182 and related to monthly 
invoicing periods until the end of the year 2018. 

 



Appendix II.3

17

(Translation - the German text is authoritative)

Management

The Managing Directors of PGNiG Sales & Trading GmbH in the 2014 financial year were:

 Mr. Uwe Bode, Head of Trading PST, Munich (since January 1, 2015)
 Mr. Bartlomiej Korzeniewski, Master of Math’s, Informatics and Mechanics, Munich (since 

June 25, 2014 until December 31, 2014)
 Mr. Steffen König, Qualified Engineer, Munich (until June 25, 2014)
 Herr Tadeusz Kuczborski, Master of Oeconomics, Munich (until June 25, 2014)

Supervisory Board

The Supervisory Board members of PGNiG Sales & Trading GmbH in the 2014 financial year 
were:

 Bartlomiej Korzeniewski (chairman of the supervisory board) Warsaw/Poland (member and 
chairman until June 25, 2014; member and chairman January 1, 2015) 

 Piotr Szlagowski (chairman of the supervisory board), Warsaw/Poland (member since 
February 12, 2014 and chairman since June 25. until December 31, 2014)

 Aneta Stelmaszczyk, Warsaw/Poland (until January 1, 2015)
 Hubert Konarski, Warsaw/Poland (until February 12, 2014)
 Lukasz Dziekonski, Warsaw/Poland 
 Marek Dzaman, Warsaw/Poland (until August 27, 2014) 

Remuneration of Active and Former Board Members

The total remuneration for active managing directors amounted to € 474,510.34 last year.  

The total remuneration for former managing directors amounted to € 345,650.00 last year.  

No remuneration was paid to the members of the Supervisory Board for their activity in the 
financial year (prior year: total remuneration (gross) of € 56,652.27). 

Employees

In the financial year from January 1, 2014 through December 31, 2014, the Company employed 
a staff of 49 on average (prior year: 44). The employees are classified as follows:

 salaried employees: 43
 executive staff: 6
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Group relationships

The Company's annual financial statements are included in the consolidated financial 
statements of Polskie Gòrnictwo Naftowe i Gazownictwo Spòlka Akcyjna, Warsaw, Poland 
(smallest and largest consolidation group). The consolidated financial statements are available 
at the registered office of the parent company.

The Company holds a 100 % stake in XOOL GmbH. There exist also a fiscal unit for VAT with 
this company. The obligation to prepare commercial law consolidated financial statements and 
a group management report is not applicable according to Section 290 (5) HGB because 
PGNiG Sales & Trading GmbH, with regard to XOOL GmbH, takes advantage of the integration 
option according to Section 296 (2) HGB. XOOL GmbH operates as a pure sales company 
without any staff and fixed assets, and sells the gas provided by PGNiG Sales & Trading 
GmbH; it is therefore only of minor significance for the net assets, financial position and results 
of operations of the PGNiG Sales & Trading GmbH Group. 

Auditor’s fees

The total fee calculated for the financial year amounted to € 54,564.50. The fee relates to the 
costs of the annual audit (€ 45,000.00) and of tax consultants (€ 9,564.50).

Appropriation of profits

Management proposes that the net loss for 2014 and the loss carry forward should be carried 
forward to the new account.

Munich, March 6, 2015

The Management
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Auditor's Report 

We have audited the annual financial statements, comprising the balance sheet, the income state-

ment and the notes to the financial statements, together with the bookkeeping system, and the 

management report of the PGNiG Sales & Trading GmbH, Munich, for the business year from Jan-

uary 1 to December 31, 2014. As required by Article 6b (5) EnWG ("Energiewirtschaftsgesetz", 

"German Energy Act"), the audit also included the company's observance of obligations for the un-

bundling of accounting pursuant to Article 6b (3) EnWG, according to which separate accounts are 

to be kept for the activities pursuant to Section 6b (3) EnWG. The maintenance of the books and 

records and the preparation of the annual financial statements and management report in accord-

ance with German commercial law as well as the observance of the obligations pursuant to Article 

6b (3) EnWG are the responsibility of the Company’s Managing Director. Our responsibility is to 

express an opinion on the annual financial statements, together with the bookkeeping system and 

the management report and the observance of the obligations with regard to accounting pursuant 

to Section 6b (3) EnWG based on our audit. 

We conducted our audit of the annual financial statements in accordance with § (Article) 317 HGB 

("Handelsgesetzbuch": "German Commercial Code") and German generally accepted standards for 

the audit of financial statements promulgated by the Institut der Wirtschaftsprüfer (Institute of 

Public Auditors in Germany) (IDW). Those standards require that we plan and perform the audit 

such that misstatements materially affecting the presentation of the net assets, financial position 

and results of operations in the annual financial statements in accordance with (German) princi-

ples of proper accounting and in the management report are detected with reasonable assurance 

and that it is possible to determine with sufficient certainty that the obligations with regard to ac-

counting pursuant to Section 6b (3) EnWG are fulfilled in all their significant aspects. Knowledge 

of the business activities and the economic and legal environment of the Company and expecta-

tions as to possible misstatements are taken into account in the determination of audit procedures. 

The effectiveness of the accounting-related internal control system and the evidence supporting 

the disclosures in the books and records, the annual financial statements and the management re-

port and the observance of the obligations pursuant to Section 6b (3) EnWG are examined primar-

ily on a test basis within the framework of the audit. The audit includes assessing the accounting 

principles used and significant estimates made by the Company’s Managing Director, as well as 

evaluating the overall presentation of the annual financial statements and management report and 

the assessment of whether the disclosures and the classification of the accounts pursuant to Sec-

tion 6b (3) EnWG were made in a proper and comprehensible manner and whether the con-

sistency principle was regarded. We believe that our audit provides a reasonable basis for our opin-

ion.  
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Our audit of the annual financial statements, together with the bookkeeping system, and of the 

management report has not led to any reservations. 

In our opinion based on the findings of our audit, the annual financial statements comply with the 

legal requirements and give a true and fair view of the net assets, financial position and results of 

operations of the Company in accordance with (German) principles of proper accounting. The 

management report is consistent with the annual financial statements and as a whole provides a 

suitable view of the Company's position and suitably presents the opportunities and risks of future 

development. 

The audit of the observance of the obligations with regard to the accounting pursuant to Section 6b 

(3) EnWG, according to which separate accounts are to be kept for activities pursuant to Section 6b 

(3) EnWG, did not lead to any objections. 

Munich, March 9, 2015 

PricewaterhouseCoopers 
Aktiengesellschaft 
Wirtschaftsprüfungsgesellschaft 

Kerstin Krauß ppa. Claus Röger 
Wirtschaftsprüferin Wirtschaftsprüfer 
(German Public Auditor)  (German Public Auditor) 
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