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NOTICE TO INVESTORS

This Prospectus (the “Prospectus”) contains inféionaregarding the share capital
increase by an initial primary public offering filve sale of shares initiated in Romania by
S.N.T.G.N. Transgaz S.A. (“Transgaz” or the “IsSyea joint stock company registered
at the Register of Commerce under no. J32/301/2880ing a share capital of RON
103,888,880, divided in 10,388,888 ordinary nomstares with a nominal value of RON
10, in dematerialized form.

The Offered Shares, namely 1,177,384 newly isshades each with a nominal value of
RON 10 are subject to an initial primary publicesfhg for sale on the Romanian capital
market (the ,Offering”).

The Issuer made all the necessary efforts in otdemake sure that the information
contained in the present Prospectus are true amelct@nd not misleading in any material
respect. The information included in the presewspectus present the Issuer’s status as
of the reference date 30 June 2007, while for mifigrination regarding the determination
of the regulated transport tariff for the secondutation period, the concession and
licenses specific to the natural gas transportvii¢tand the Issuer’s organisation, the
reference date is $00ctober 2007. The Issuer expressly declines aahility to add
information or additions regarding any change timty occur in its status after this
reference date. After having checked the preseonspectus, the Issuer assumes the
liability for its content and confirms the truthfidss, correctness and accuracy of the
information contained herein.

The prospectus containts the Issuer's audited diahrstatements according with the
international financial reporting standards (“IFRSIs they were adopted by the European
Union, for the last three years, ended witfi' Bcember 2006 and the reviewed financial
statements for the six months period ended on 3 A007, drafted according with IFRS.,

In the appendices to this prospectus, the finarstatements drafted according with the
Romanian Accounting Standards for the sixth momth2007 (unaudited) and for the
financial years ended with 31 December 2006 (adylit&l December 2005 (audited) and
31 December 2004 can be found.

Because the Issuer published the unaudited finestagements drafted according with the
Romanian Accounting Standards for the 9 monthsopgeznded with 30 September 2007,
this financial information was included in the agpees to this prospectus.

The Intermediary has made all the necessary effattsn the due diligence procedures in
order to make sure that, according to the docunemtsnformation made available by the
Issuer, the information included in the Prospeetes true and do not contain omissions
that may significantly influence the content of tAemspectus. The Intermediary and its
Advisors do not assume any liability regarding igsuer’s future performance. Nothing in
this Prospectus shall be construed as a recommendat invest, as an opinion of the
Intermediary and of its Advisors on the Issueratiss, or as legal, tax, commercial or
financial advice.

Each potential investor should perform, through d&n means, an independent
assessment of the Issuer and of the Offering teéhaisshould not be based only on the
information contained in this Prospectus. The Isstiee Intermediary and its Advisors
recommend to potential Investors to consult witkirttown advisors with respect to the
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legal, fiscal, commercial or financial aspects befmaking a decision to invest in the
Offered Shares.

The lIssuer states that the non disclosure of afgrnmation related with contracts

classified as work related classified information,which is classified or is under some
confidentiality clauses will not affect the investocapacity to fair value the Issuer’s:

assets and liablilities, the financial situatiolme tprofit or loss, the Issuer’'s perspectives
and of the entity which guarantees the Issuer’'srositment to its obligations, if the case,

as well as for the rights related with the OffeS¥dhres.

No person is authorized by the Issuer or the Inéeliary to give any information or to
make any representation or assessment not contaribis Prospectus. The disclosure of
such information, representation or assessmentargtined in this Prospectus should be
considered as being made without the authorizabiothe Issuer or the Intermediary,
which assume no liability in this respect. At tlaene time, it should be taken into account
that the Issuer’s status, as well as the data @imdniation included in this Prospectus,
may be subject to changes after the National SsEsiCommission (“NSC”) has given its
approval for this Prospectus.

The Prospectus (including its appendices) will bailable at the headquarters of
Raiffeisen Capital & Investment S.A. (“RCI” or tH#anager”) and at the indicated

branches of the members of the Distribution Groap,well as at the Issuer's main
headquarters. Any person intending to subscriber@df Shares should make its own
analysis and assessment of the information cordamehe Prospectus, as well as of the
opportunity to invest in the Offered Shares.

The Issuer and the Intermediary will not be liatldlenot executing subscriptions received
in conformity with this offering prospectus in caeé force majeure (cases of force
majeure mean unforeseen and unavoidable events @ny case, events beyond the
parties’ control, including but not limited to wansots, rebellions, civil turmoil, acts of

god, fire, flood, storms, strikes or any other gahdisturbances in the work process).

The distribution of this Prospectus and the offg@amd subscription of the Offered Shares
in certain states may be restricted by the lawghefrespective state. The persons into
whose possession this Prospectus comes are redwyretlie Intermediary to inform
themselves about and to observe any such restréctand limitations. Except for
Romania, the Issuer has not taken any measurewtbald allow the present public
offering for the sale of Offered Shares, the passesor distribution of the details
regarding the Offering or any other offering, adigeng material or form regarding the
Offered Shares in a jurisdiction in which the auikation or approval of any authority or
court of law is necessary or any notification of tArospectus approval’s prior to being
allowed to take such actions. This document doésapsesent an offering or an invitation
to acquire Offered Shares in jurisdictions in whibls offering or invitation is not legal,
including the jurisdictions in which an authorizatj approval or notification is necessary
and was not obtained. By subscribing Offered Shares-residents assume any liability
derived from the fact that such a subscription nayconsidered illegal according to the
laws of the residence country.

NOTICE TO INVESTORS FROM THE EUROPEAN ECONOMIC AREA

As in each Member State of the European EconomieaArvhich implemented the
Directive no. 2003/71/CEE regarding published peaspses when securities are offered
to the public (“The Prospectus Directive”) (nameddividually, “Relevant Member
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State”), carrying out a public offer in the Relevdtember State cannot be performed
before the publication of the Prospectus which asroved by the competent authority
from that Relevant Member State or, as the caselbmmaywhich was approved in another
Relevant Member State and notified to the compedetttority of the Relevant Member

State, in accordance with the provisions of thespeatus Directive, except for the case in
which the offer is addressed to:

» Qualified investors (according to the definitiontie Prospectus Directive);

* A number of less than 100 natural and legal pers@tiser than qualified
investors); or

* In any other circumstances which are mentionedénprovisions of Article 3(2)
from the Prospectus Directive.

Since the Issuer has not taken any measure to allorying out the present Offer in a
Member State in which authorization of any autlyooit notification of the approval of the
Prospectus according to the Prospectus Directiveetessary, the Issuer is rightful to
consider that any person from a Relevant Membede Sthich subscribes within the Offer
belongs tahe eligible categories for the exceptions of thégation to publish/notify the
Prospectus mentioned by the Prospectus Directive.

NOTICE TO INVESTORS FROM THE UNITED STATES

The Offered Shares have not been and will not bestexred according to the securities
law of the United States of America 1933. The Gfte6hares cannot be offered, sold or
delivered in the United States of America or to Aicen citizens or nationals.

The NSC has authorized this Prospectus in accoedaith the authorization Decision No.
2199 of 14 November 2007. The public announcemegarding this Prospectus was
published in Bursa and Ziarul Financiar of 15 Nobem2007.The authorization of the
public offering Prospectus does not constitute argniee or any kind of assessment by
the NSC with regard to the opportunity, the advgesaor disadvantages, the profit or
risks that may be implied by the transactions tocbecluded by accepting the public
offering subject to the authorization decision; thathorization certifies only the
compliance of the offering with the legal requirertseeand the rules adopted for the
enforcement thereof.

In this Notice to Investors the words in capitdtdes have the meaning ascribed to them in
the Chapter “Definitions” included in this Prospest

FORWARD LOOKING STATEMENTS

This Prospectus contains, among other things,m#tts containing the expectations of
the Issuer's management regarding business oppmiegjndevelopment plans and, in
general, the Issuer’'s perspectives. Where possé)dpressions such as: “anticipates”,
“expects”, “believes”, “considers”, “intends”, “bBan mind”, “tries”, “estimates”, “it is
possible that”, as well as other similar expressiavere used to identify forward looking
statements. This type of forward looking statemémiglies a series of risks, predictable
and unpredictable, a certain uncertainty degreeedisas other factors that, in the future,
may essentially influence the effective resultsinepossible that certain predictions,
perspectives, projections or other forward lookstatements not to be complied with. The
factors that may lead to such changes includeataunot limited to the aspects presented
in the Chapter “Risk Factors”.
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Considering the above, the investors are cautioo¢do rely exclusively on such forward
looking statements. The Issuer expressly disclaams liability to update such forward
looking statements included in this Prospectus sdoareflect possible changes in the

Issuer’s expectations or changes to the statuslittmms or circumstances on which such
statements are based.
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DEFINITIONS

Allocation Date The second Business Day after the conclusion oOtfering
on which the allocation index is determined and @itered
Shares are allocated within the Offering

Allotment Rights As stated by the NSC notice no. 53/31.10.2007 Hoenzent
right is a negociable security, issued on the stern, by
which its holder is entitled to one share, when #hare
capital increase is registred at the Central Dépsi Each
New Issued Share has attached an Allotment Right.

ANRM National Agency for Mineral Resources

Articles of Association The Issuer's memorandum of association, approvedhby
Government Decision 334/2000, as subsequently astend
updated in the form of articles of association o\®Rjust

2007.
Board of Directors The Issuer’s Board of Directors
BSE Bucharest Stock Exchange
Bulgargaz Bulgargaz EAD, a company registered in Bulgariathwi

headquarters at Sofia, h. c. Lyulin-2, 66 Panchadigerov
Blvd., 1333, POB 3, Bulgaria

Business Day Any day on which both the Romanian inter-bank meeiel
the BSE trading and clearing-settlement systemsthef
Central Depositary are opened for business

Capital Market Law Law no. 297/ 2004 regarding capital market, puleltsin the
Official Gazette no. 571/2004, as subsequently a®eérand
completed

Central Depositary The institution that offers clearing-settlementpasitory and
registry services in connection with transactioglated with
financial instruments or any other operations eslatvith
such as defined by Capital Market Law, operatirgearing
system that assures the successful settlemennasatction
with financial instruments and any related payments
according with the provisions of NBR Regulation @&2005,
amended and completed by NBR Regulation no. 9/2005.

Collection Accounts The accounts opened by the Offering’'s Manager and b
Intercapital Invest for the purpose of collectidre tamounts
corresponding to the subscriptions within the Offfgr as
identified at the Chapter “Terms and Conditions thé
Offering”

Companies Law Companies Law no. 31/1990, republished in the @@ific
Gazette no. 1066/17 November 2004, as subsequently
amended and completed
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Concession Agreement The Concession Agreement for the major pipelines,

Custodian Agent

Directive 2003/55/EC

Distribution Group

Euro or EUR

Existing Shares

Gazprom Export

General meeting
Government Decision

Government Decision
334/2000

IAS

IFRS

installations, equipment and machines related ¢ontural
gas national transport system and the operatigheohatural
gas national transport system concluded over agei 30
years between the National Agency for Mineral Reses!
and the National Company for Natural Gas Transport
“Transgaz” S.A. Medias

Commercial banks authorized by the National Bank of
Romania to operate in Romania and by the NSC y cat
securities custody services according to the agipléc
legislation in force

Directive 2003/55/EC regarding common regulatiomsthe
domestic market in the natural gas sector, puldishethe
Official Journal no. L176/15.07.2003

The network of branches and agencies belonging to
Raiffeisen Capital & Investment, Raiffeisen Bankdan
Intercapital, where Shares may be subscribed withim
Offering

The currency of European Union member states tthaptad
it as official currency according to the Europeamiduh
legislation

All the shares newly issued by the Issuer as ofdédie on
which the present Prospectus is approved, namelynzber
of 10,388,888 nominal shares, having a nominal e/abf
RON 10.

OOO Gazprom Export, a company registered in thesidns
Federation, with headquarters at Moscow, 9 StagsBied.,
127006, Russian Federation

The Issuer’s general shareholdeesing
Government Decision

The Government Decision no. 334/2000 regarding the
reorganisation of the National Company for Natu@ds
"Romgaz" - S.A, published in Romania’s Official @#z no.
194/04.05.2000

The International Accounting Standard as adoptedthsy
European Union, part of the International FinanBiaporting
Standards

International Financial Reporting Standards as &tbpy the
European Union
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Intercapital

Issuer/Transgaz

Labour Code

Law no. 10/2001

Law no. 247/2005

NBR
Newly Issued Shares

NSC
NTS

Offered Shares

S.C. INTERCAPITAL INVEST S.A. is a financial
investment services company, authorised by the N&€&d
on the decision no. 863/23.03.2005, with headqtsrie
Bucharest, 33 Aviatorilor Blvd., 1st floor, Sectdr tax
registration code RO 7631041, registered at thegRegof
Commerce Office of Bucharest Court Hall under no.
J40/6447/1995

The National Company for Natural Gas Transport $gaz
S.A., registered at the Register of Commerce unuer
J32/301/2000, tax registration code RO 13068733h wi
headquarters at Medias, Sibiu county, t#&@. I. Mota

Law no. 53/2003, Labour Code, published in the «Hfi
Gazette no. 72/5 February 2003, as subsequentiyhdade
and completed

Law no. 10/2001 regarding the legal status of thidimgs
unlawfully taken over between 6 March 1945 and 22
December 1989, amended and published in the Qfficia
Gazette no. 798/2 September 2005 with its subséquen
changes.

Law no. 247/2007 concerning the reform on propentyl
justice, as well as some adjacent measures, peblishthe
Official Gazette no. 653/22 July 2005, with its seguent
changes.

National Bank of Romania

The shares issued within the Issuer's share capitatase,
approved through the Shareholders’ General Meetiag
8/21.06.2007 and by the Shareholders’ General Mgeto.
11/17.10.2007, namely 1,384,956, each with a nonvialaie
of 10 lei.

National Securities Commission

National Transport System for natural gas — theinaatgas
transport network, namely all the major pipelinegether
with the related installations and equipment, fiomihg at a
pressure exceeding 6 bars, that assure the takebratural
gas extracted from exploitation areas or of theartgd gas
and transport the same in order to be suppliedstolalitors,
direct consumers, warehouses, export and benédisifnom
other countries

The shares newly issued by the Issuer within th&impublic
offering for the promotion of which the present &rectus
was elaborated, namely 1,177,384 shares with a nmami
value of RON 10.
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Offering The present initial primary public offering for treale of
shares initiated by the Issuer according to thecrijgson
included in the Chapter “Terms and Conditions o€ th

Offering”

Prospectus The present Prospectus regarding the initial pudffering of
Issuer’s shares, approved by the NSC in orderry cait the
Offering

PwC PricewaterhouseCoopers Audit SRL, a company foraret!

organized according to Romanian law, with headgusrat
1-5 Costache Negri Str., sector 5, Bucharest, R@amaax
registration code RO 4282940, registered at thaddraf
Registered Office — Bucharest, under no. J40/11253.

Raiffeisen Bank Raiffeisen Bank SA, a credit institution authorizbyg the
National Bank of Romania according to the authoidrano.
A/000003 of 01.07.1994, with headquarters in Buesiarls
Charles de Gaulle Square, 4th, 5th, 6th, 7th ahdfl8br,
sector 1, tax registration code RO 361820, redistra
number at the Trade of Registered Office — Buchiares
J40/44/1991

RCI or the Manager Raiffeisen Capital & Investment S.A., a financiaveéstment
services company authorized by the NSC accordinthé¢o
authorization no. 1990 of 30.06.2005, with headtguarat 15
Charles de Gaulle Square, sector 1, Bucharest, Riamiax
registration code RO 10715860, registered at thaddrof
Registered Office - Bucharest under no. J40/6 88581

Regulatory Authority ~ The former Regulatory Authority in the Field of Nedl Gas
(“ANRGN”), as formed according to the Government
Ordinance no. 41/2000, published in the Romanidfsial
Gazette no. 45/31.01.2000, cancelled and replageGds
Law no. 351/2004, published in Romania’s OfficiahZ8tte
no. 679/28.07.2004, the duties of which were takeer by
the National Regulatory Authority in the Field ohdigy
(“ANRE”"), according to the Government Emergency
Ordinance no. 25/2007, published in Romania's @ific
Gazette no. 270/23.04.2007, Government Emergency
Ordinance no. 33/2007, functioning according toRtdes of
Organisation and Functioning approved by the Gawvemt
Decision no. 410/2007, published in Romania’s Qfic
Gazette no. 337/18.05.2007.

ROL Romania’s official currency until 1 July 2005
Romanian Accounting The Orders of the Ministry of Public Finance no272003,
Standards no. 1775/2004 and no. 94/2001 for the financialiquksr

ended on 31 December 2004 and 31 December 2005
respectively and the Order of the Ministry of Palffinance

no. 1752/2005 as subsequently amended for the digan
period ended on 31 December 2006
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RON
Settlement Date
Shares

SNGN Romgaz
SRM

Technical Code of the
Natural Gas Sector

The Manager’'s
Advisors

Trade of Registered
Office

Transaction Date

uUsSbD

Romania’s official currency starting 1 July 300
The third Business Day following Tmansaction Date

All the shares issued by the Issuer attaircéime, before or
after the admission to trading.

National Company for Natural Gas Ron®)Az

Adjustment-measurement station: all the instialhs for
pressure reduction and adjustment, debit measutemen
filtering and odorising, connected by a joint tollecting,
transport or distribution pipelines, that supplyiatribution
system, a consumer or a group of consumers

The Technical Code of the Natural Gas Sector amaldw
ANRGN Decision no. 616/2002

Nestor Nestor Diculescu Kingston Petersen law fisriegal
advisor, Romanian American Enterpise Fund as teahni
advisor, and BDO Conti Audit S.R.L. as financiavisdr.
Bostina & Associates law firm was the sole legalisar for
the issues related with the Allotment Rights.

The Register of Commerce Office of Sibiu Court hall

The same Business Day as the Allocation Date dfter
allocation index was determined and the offereradeshwere
allocated

American dollar, the official currency in the Urdt&tates of
America
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SUMMARY OF THE PROSPECTUS

The following summary is meant to be exclusivelgduas an introduction to the
Prospectus, being based only on the informatiortaioad herein and does not purport to
present complete information regarding the Issued ats activities. Moreover, this
summary was elaborated based on and should be lworated with the more detailed
information and the financial statements contaieégbewhere in the Prospectus. Certain
terms used in this summary are defined under athapters included in this Prospectus.

Potential investors should take an investment d@tibased on the detailed information
and financial statements contained in the Prospeatansidered in its entirety.

In case a claim related to a piece of informatiocliuded in the Prospectus is brought
forward in a court of law, it is possible that th&iming investor, based on the national
legislation of European Union Member States, betire costs for translating the

Prospectus before the action is initiated in court.

The civil liability will be borne by the persons evklaborated the summary, including its
translation, and who carried out its notice but prih case the summary is misleading,
contains incomplete information or that do not @spond to information presented at the
other chapters of the Prospectus.

Presentation of the Issuer

Transgaz was set up based on the Government Ded8#&/2000 and its main purpose is
to carry out the following activities:

. natural gas transport
. international natural gas transit over the Romatearitory
. dispatch the natural gas networks and supply system

. supply the natural gas received as payment in kardits international transit
services

. research and design for transport activities

The main income generating activities of the Issaler the natural gas transport and
transit, as well as the trading of natural gas iweceas payment for the transit services
provided to Gazprom Export.

The Issuer’s current main activity is the NTS opiera formed of 9 regional subsystems
interconnected through 21 technological joints. #&s31.12.2006, the length of the
transport pipelines network was of 11,757 kilomgttee NTS transport capacity being of
approximately 40 million cubic meters of naturas geer year.

The right to operate the NTS was granted to theelsey ANRM based on the Concession
Agreement concluded over a period of 30 years aiid wntil 2032 and the Transport
License no. 40/17.01.2001 valid for a period of yigars, granted by the Regulatory
Authority. For using the main pipelines and thetedl equipment owned by the Romanian
state, Transgaz pays a royalty of 10% of the incoeselted from transport and transit
activity.

According to OUG no 101/2007, published in the Ci#fi Gazette of Romania no.
684/8.10.2007 which modifies Oil Law no.238/200de tlevel of the oil royalty, and
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respectively of the royalty for the natural gasigportation service, increased from 5% to
10% of the value of the gross revenues obtainech fa@nsport and transit operations
through the national transport systems. Accordmghie provisions of the Concession
Agreement corroborated with the provisions of OUTA/2007, the royalty of 10% of the
value of gross revenues obtained from transporti@msit operations through the national
transport systems became applicable starting Wwethenforcement date of the mentioned
law, respectively 8 October 2007 (additional infatimn can be found in Chapter VIII —
Description of the Issuer’s activitylssues related with the Concession Agreeinent

Due to the monopoly status of the natural gas pamsactivity, the Issuer’s activity is
regulated by the Regulatory Authority that, accogdio its duties, grants licenses for
natural gas transport, transit and dispatch a@gjitnamely supervises the compliance
with the terms based on which such licenses weaatgd, as well as with the legal
framework applicable to the participants to theuraltgas market.

According to its duties, the Regulatory Authorifypaoves the tariffs for carrying out the
transport services over regulatory periods of Sryjebased on the “revenue capériff
methodology.

The methodology consists in the determination, hanhe estimation at the beginning of
each regulation period, of the key parameters sacgdor grounding the total revenue
acknowledged by the Regulatory Authority. For mdetails see Chapter “VI1.2 Summary
of the methodology for regulated tariffs for thartsport activity”.

The initial primary public offering for the sale$ D0% of Transgaz shares is carried out
according to the Government Decision no. 1329/2@@4rding the mandate of the public
institution involved and the approval of the prisation strategy by means of public
offering of some companies included in the portfadf the Ministry of Economy and
Commerce, published in the Official Gazette no./8@®.2004 and amended by the
Government Decision no. 708/2005 published in tiei@l Gazette no. 634/19.07.2005.

In implementing the Offering, at 17 October 2007 Extraordinary General Meeting
approved the terms and conditions of the Issué@sescapital increase by decision no.11
published in the Official Gazette no. 2880 at 2adber 2007, respectively by issue of
1,384,956 Shares out of which 1,177,384 are offtwmeslibscription to the public within
the Offering at a price of 57 Euro/Share, compui¢dhe RON/EUR exchange rate
announced by NBR for the date when the final Proggewas submitted for NSC'’s
approval (7 November 2007), and the rest were sillexstby Property Fund as a result of
its preference rights.

Prior to the Issuer’s share capital increase, thim&hian state, represented by the Ministry
of Economy and Finance, held 8,831,840 Shares,egponding to a percent of

85.012371%, and Property Fund held 1,557,048 Shawmesesponding to a percent of

14.987629%.

Within the share capital increase of Transgaz, Rleenanian state, represented by the
Ministry of Economy and Finance, gave up its prefiee rights, while Property Fund S.A.
has exercised integrally its preference rightspetiog to current holdings by subscribing
a number of 207,572 Shares at the price of 56.48/Ehare computed at the exchange
rate Euro/RON announced by the National Bank of Rumn for its subscription date,
namely 23th October 2007. If the offering is closetcessful, but not all the shares are
subscribed, according to the lock up agreemenesidny Fondul Proprietatea, the number

! Approved by ANRGN Decisions no. 1078/2003, no. 1169/2004, no. 331/200
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of shares that were subscribed by it will be adjdsso as Fondul Proprietatea will
maintain its actual share 14,987629%, after theestapital increase..

Apart from the objective pertaining to the privatibn on the capital market, the Shares’
admission to trading on the BSE represents an itapbobjective also for the Issuer’s
management. It considers that the Shares’ admissitnading on the BSE, as well as the
improvement of financial risks management policiéi lead to an upgrade of the rating
granted by Standard&Poor’s, impacting on the radnadf the financing costs needed for
developing the Issuer’s activity.

At present, the rating granted by Standard&Poasislédng term corporate loans is BB+
with positive outlook.

The Funds obtained following this Offering will hesed for sustaining the Issuer’s
investment plan.

As strategy for the following time period, the Isswaims to focus on the following key
elements:

. Maintaining and operating the NTS in a reliable mamer so as not to encounter
any discontinuities in the transit and transpottvég which in turn would have a
negative impact on profitability.

. NTS development through the Issuer’'s investment pigram will allow it to
assure new links with the neighbouring countrietiworks in order to securitize the
access to alternative gas supply sources, as wetb aupply natural gas to new
consumption areas in order to cover all the aratispotential consumers.

. Improving the operating efficiency faster than the Regulator imposed standards.
The current tariff methodology allows the Compaayétain any efficiency gains,
obtained within the regulatory period, above thgRatory targets. Any efficiency
gains will increase the Company’s profitability.

The Issuer is subject to the special provisionthefGovernment Ordinance no. 64/2001
regarding profit distribution within national compas and fully or partially state-owned
companies, as well as autonomous companies, asawel the Order of the Ministry of
Public Finance no. 144/2005 regarding the approtaéhe Clarifications for determining
the amounts subject to profit distribution accogdito Government Ordinance no.
64/2001. According to these legal provisions, Tgazsis obliged to distribute as
dividends to all its shareholders at least 50%hef met profit of each financial year,
calculated based on the Romanian Accounting Regokat after deducting certain
contributions due according to the Government Gudoe 64/2001.

Identity of the members of administration, managentend supervision bodies
The current structure of the Issuer’s Board of Eliwes is the following:

No. Name Position

1. Nicolae Turdean President of the Board of Directors
2. Elena landa Director

3. Constantin Zidaru Director

4. loan Rusu Director, General Manager

5. Nicolae Simescu Director
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Source: Transgaz, Management Reports

Issuer’s financial auditor

PwC performed the audit of the financial statemenhtke Issuer for the three years ended
31 December 2006, prepared for the purposes ofRhospectus, and issued an audit
report on these financial statements, includedwdisee in this Prospectus. PwC is a
member of the Romanian Chamber of Financial Ausdjtodate and number of

authorization 006/25.06.2001. Mr. Alexandru Lupemducted the audit on behalf of

PwC.

PwC performed the review of the condensed inteiimanicial statements for the six
months ended 30 June 2007, prepared for the puwpafsthis Prospectus, and issued a
review report, included in this Prospectus. Mr.xsedru Lupea conducted the review on
behalf of PwC.

PwC's responsibility for the content of this Pragpe is limited to the aforementioned
reports and the respective responsibility statesnehPricewaterhouseCoopers Audit SRL
have been included within those reports. PwC espit#s written consent, which has not
been withdrawn, for the inclusion of its reportghis Prospectus in the form and context
in which they are included.

The Issuer’s legal advisor is Radardcila Padurarisi Retevoescu Law Office.

Statistic data regarding the Offering and its pedo

“Type of Offering” Initial public offering for the Issuer’s shares Wi fix number of
securities offered.

“Securities subjectto Nominative shares issued in dematerialized forndinary,
the Offering” indivisible and freely negotiable as of the dateythre accepte
for trading on the BSE, as well as Allotment Rigfgsued in
dematerialized form, registered into account aneelfr
transferable through the capital market. .

o

“Investors” The shares offered by Transgaz are offered tohallimvestors
interested to subscribe within the Offering (pleasmnsider
“Notice to investors”)

“Number of Offered Up to 1,177,384 shares resulted from the shardatapcrease
Shares” offered within the Offering, Representing 10% oé tlssuer’s
increased share capital.

“Number of Allotment A number of 1,177, 384 Allotment Rights attached the
Rights attached to the Offered Shares. Each Offered Share has attachedlament

Offered Shares” Rights to it.

“Intention of the Excepting some members of Transgaz's administration
members of the Issuer's management and supervision bodies, that expresket |t

administration, intention to subscribe in the offering, such ini@mtnot being

management and binding or final in any way, the Issuer has no tddal
supervision bodies  information regarding any other person’s intention.
regarding the
subscription within the

. At the same time, the Issuer is not aware of anysqres
offering” %

intention to subscribe more than 5% of the shap@ala
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“Nominal value of the
offered shares”

“Total value of the
offering”

“Price of Offered
Shares”

“ISIN code”
“CFI code”
“Offering Period”

“Pre-emption rights

“Offering tranches”

“Subscriptions”

Transgaz —Final Prospectus

RON 10.0/share
225,963,537.28 RON
191.92 RON/share

ISIN code of the offered Shares;: ROTGNTACNORS
CFI code of the offered Shares: ESVUFR

The offering will be carried out between 26 Novembed 7
December 2007 (10 Business Days). Any change iOffexing
terms will be made upon the Issuer’s request, bagetthie NSC
prior approval and will be made public by means af
announcement. The offering cannot be revoked dwerentire
Offering Period.

Not applicable.

During the Offering Period, subscriptions can bedenaithin
the following tranches:

Large Investors Tranche within this tranche, subscriptions for
a whole number of shares will be accepted so tiatvalue of
one subscription be larger than or equal to RON,EID and
will represent 60% of the total number of the Géf&rShares;
Any cumulative subscription of one person, excegdiotal
tranche value., will not be considered in the allent; and

Retail Tranche- within this tranche, subscriptions for a whp
number of shares will be accepted so that the vafuene
subscription must be at least equal with 11 shareksmaller
than RON 500,000 exclusively, and will represen%46f the
total number of the Offered Shares; and

The Shares offered within each of the tranches alaog of the
same class, are subject to the same legal regusagind confer
the same rights and obligations to their holders.

During the entire Offering Period, the Investorabscription
orders will be taken over at the headquarters @Mlanager an
the Distribution Group, between 9:00 — 15:00 hrsmR&nian
time, while on the last day of the Offering the stiiption
orders will be taken over between 9:00-13:00 Hrke deadline
for subscriptions is 7 December 2007. After thedtlea expires,
no subscriptions from investors will be accepted.

=

The Manager and Intercapital will register all ggscriptions
received, if these comply with the validity ternasjng the BSE

17
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primary market electronic system (POF market — fieub
Offerings”).

The subscriptions are opposable to the Issuerirgjawith the
registration of the subscription in the Primary kkgtrRegister
The deadline for registering the subscriptions he Primary|
Market Register is 10 December 2007.

The Manager and Intercapital are obliged to make shat for
each order introduced on the primary market, thedsu
corresponding to the subscription were paid to @atlection
Accounts stated in Prospectus and in the Offermgpancement
or will be settled by a custodian agent.

In case of oversubscription, the subscribers welteive the
value of the shares subscribed and not allocatkoWwing the
pro rata allocation within maximum ten Business ®&pm the
Settlement Date.

The accounts to which the subscriptions within Ehstribution
Group will be made will be interest-bearing in favoof the
Issuer.

“Allocation method”  The allocation will be made ,pro-rata” for both treetail
Tranche and the Large Investors’ Tranche.
In case one of the tranches is oversubscribed ladther is
insufficiently subscribed, the shares left unsubst in the
insufficiently subscribed tranche will be allocated the
oversubscribed tranche until one of the two follogviimits is

reached:
» whether the insufficiently subscribed tranche idlyfu
subscribed;
» whether the oversubscribed tranche is subscribdg |on
once.

In case the number of Shares offered within the thaaoches ig
higher or equal to the number of subscribed Shaeash
subscriber within one of the two tranches will igeghe number
of subscribed Offered Shares.
In case of oversubscription, the Offered Sharekbeilallotted tg
the subscribers within each tranche on a pro-rasésb
In case the Offering is successful, but the nunabeffered and
subscribed Shares is lower than the number of e&df&hares|,
the Offered Shares that were not subscribed witddreelled.

In case that, in the process of pro-rata allocatfcactions of
shares should be allocated, the allotment of thHoseions of
shares will be made according to rules set by tBE.B

“Cancellation of During the Offering Period, the subscription ordease
subscription orders” irrevocable. In case the present Offering Prospgeistsubject tg
an amendment, the subscriptions may be withdrawthinvi

maximum three Business Days from the date on wiih

respective amendment to the present Prospectupuidished.

An investor may withdraw its subscription by filinin a
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“Method for paying the
subscribed Offered
Shares”

“Successful closing of
the Offering”

“Notice to Investors”

“Manager”

“Intermediation
Method”

“Guarantee of
subscription”

“Shareholders
Register”

“Transaction date”

“Settlement of
Subscriptions made
within the Offering”

“The lock up agreement
of Fondul Proprietatea”

revocation form at the unit where the subscripti@s made.

The subscriptions can be made at the headquarferthed
Manager and at the branches of the Distributioru@toased or
the payments made to the following accounts:

RO93RZBR0000060004592833, opened with RaiffeisenkE
Bucharest Branch, beneficiary Raiffeisen Capitdh&estments
S.A., for the subscriptions made at the counterfRaiffeisen
Bank SA;

RO13RZBR0000060002087405, opened with RaiffeisenkE
Bucharest Branch, beneficiary Raiffeisen Capitdh&estments
S.A., for the subscriptions made through Raiffei€apital &
Investments S.A.;

RO41BRDE450SV05477804500, opened with BRD - M(
beneficiary Intercapital S.A., for the subscripgomade at the
locations of Intercapital S.A.

All the subscriptions will be made according to subscription
procedures described in Chapter X\Ggbscription procedure
and distribution network — of the present Prospsctu

The Offering will be considered successfully clostdon its
closing date, minimum 90% of the Offered Shares ey
subscribed. In case this condition is not compheith, the
subscriptions will be rejected and the amounts mhidng the
Subscription Period will be returned to the Investevithin
maximum 10 business days from the Settlement Date.

In five business days after the NSC issues itsomesp regarding
the results of the Offering, the Manager will pshli an
announcement in two national coverage newspapersecaing
the degree of subscription in each tranche.

Raiffeisen Capital & Investment SA
Best efforts method.

The offering is not guaranteed. There is no commithof the
Offering Manager or of another entity to subscrirgy part of
the Offering in case it remains unsubscribed.

The shareholders register is kept by the CentrgboBiory
which will deposit the Shares according to the mions of the
register contract.

The transaction date is 11 December 2007.

The settlement will be carried out through the cien
settlement system of the Central Depository, witlihmee
Business Days from the Transaction Date.

Fondul Proprietatea agreed to a lockup period ahdnths,
starting with the admission to trading on a regdamarket
operated by BSE, it will not sell or donate, ormprse that it will

3a

3a

)

ver

sell or buy, or offer, or pledge, or grant any kimidoptions or|
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rights, or take any kind of commitment to sell @istgn any kind
of contract related with the owned Shares in tlseidss share
capital or any rights attached to such.

Fondul Proprietatea binds itself unconditionallyd arrevocable
not to sell, transfer, pledge or trade in any wag Allotment
Rights attached to the subscribed and/or allocaledes.
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Selected financial information

The following selected financial data have beervedrfrom the Issuer’s audited financial
statements prepared in accordance with IFRS fothilee years ended 31 December 2006.
These selected financial data should be read ijunotion with such financial statements,
as well as with Chapter VI “Operating and Financdreéview”. Condensed interim
financial statements for the six months ended 3& 1007 prepared in accordance with

IFRS, reviewed by Issuer’'s auditors, are preseimte@hapter IV “Selected financial

information”.

Income Statement

Year ended December 31,

2004 2005 2006 2006
(audited) (audited) (audited) (unaudited)
(RON thousand) (EUR thousand)

Revenue 768,777 767,188 905,760 267,842
Other income 5,427 13,377 29,197 8,634

774,204 780,565 934,957 276,476
Cost of gas sold (89,415) (36,554) (71,488) (21,140)
Gas, materials and consumables used (137,131) (136,86  (179,024) (52,939)
Depreciation and amortisation (154,524) (161,203) (26B) (48,880)
Wages and salaries (124,418) (121,006) (146,701) (43,38
Maintenance and transportation (14,950) (40,886) @),5 (18,188)
Other employee benefits - (20,312) (43,860) (12,970)
Royalty expense (33,854) (35,851) (42,313) (12,512)
Third party services (8,631) (10,907) (11,690) (3,457)
Taxes and other state dues (2,940) (2,986) (8,053) 812,3
Provision for liabilities and charges (12,474) (495) 1,601 3,457
Provision for employee benefits (1,300) (800) (150) )(44
Other operating expenses (34,917) (34,535) (40,283) o) i)
Operating profit 159,650 138,162 176,281 52,129
Financial income 33,693 12,925 38,778 11,467
Financial expense (24,507) (35,309) (20,981) (6,204)
Profit before taxation 168,836 115,778 194,078 57,392
Taxation 55,224 (19,774) (32,517) (9,616)
Net profit for the period 224,06( 96,00 161,56: A47,77¢
Weighted number of oustanding shares 10,363,700 4((37 10,382,584 10,382,584
Basic and diluted earning per share (RON/share) 21.6 9.25 15.56 4.60
Notes:
(1) Basic earnings per share are calculated by dividingrtifé attributable to equity holders of the
Company by the weighted average number of ordinary shared idstirg the year.
(2) Figures in EURwere derived using 2006 year-end exchange rate of 3,38N/ER{R.
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Balance sheet

ASSETS

Non-current assets

Intangible assets

Property, plant and equipment
Available for sale financial assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total asset

EQUITY AND LIABILITIES

Shareholders’ equity
Share capital

Public property reserve
Retained earnings

Non-current liabilities

Long term borrowings

Long term income tax payable
Provision for employee benefits
Deferred income

Deferred tax liability

Current liabilities

Trade and other payables

Current income tax liabilities

Short term borrowings

Provision for liabilities and charges

Total liabilities

Total equity and liabilities

Note:

(1) Figures in EURwere derived using 2006 year-end exchange rate of 3,3817 RON/EUR

Transgaz —Final Prospectus

Year ended December 31,

2004 2005 2006 2006
(audited) (audited) (audited) (unaudited)
(RON thousand) (EUR thousand)
11,499 10,549 11,131 3,292
2,521,865 2,602,485 [£2.5545) 774,662
1,159 1,160 3 1
2,534,523 2,614,194 2,630,809 777,955
40,117 37,559 36,204 10,706
132,626 151,159 161,433 7347,
54,794 66,186 79,259 23,437
227,537 254,904 276,896 81,880
2,762,06! 2,869,09: 2,907,70! 859,83!
545,123 545,222 545,249 161,235
1,265,797 1,265,797 1,265,797 74,398
350,450 387,855 471,793 139,514
2,161,370 2,198,874 2,282,839 675,057
200,845 186,345 130,071 38,463
2,155 - - -
10,443 11,278 11,452 386,
7,730 15,895 49,144 14,532
164,458 147,488 131,627 38,923
385,631 361,006 322,294 95,304
107,247 210,052 218,726 64,679
21,957 4,110 16,859 598
73,381 82,087 65,709 19,432
12,474 12,969 278, 378
215,059 309,218 302,572 89,474
600,690 670,224 624,866 184,778
2,762,06! 2,869,09i 2,907,70! 859,83!
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Cash Flow Statement

Year ended December 31,

2004 2005 2006 2006
(audited) (audited) (audited) (unaudited)
(RON thousand) (EUR thousand)

Cash generated from operations 414,875 314,215 381,283 112,749
Interest paid, net (12,769) (13,813) (12,870) (3,806)
Income taxes paid (65,314) (54,592) (35,628) (10,536)
Net cash inflow from operating activity 336,792 245,810 332,785 98,407
Cash flow from investment activities
Payments to acquire property, plant and equipment 83,620) (223,228) (147,176) (43,521)
Proceeds from disposal of property, plant and € - (7,743) 20,272 5,995
Dividends received 8 32 - -
Sale of financial investments - 1 1,157 342
Acquisition of financial investments (233) - - -
Net cash used in investment activities (284,145) (230,938) (125,747) (37,184)
Cash flow from financing activities
Dividends paid (32,960) - (71,391) (21,111)
Proceeds from long term borrowings 9,937 6,562 - -
Repayments of long term borrowings (50,150) (13,849) 104(678) (30,954)
Net cash used in financing activities (73,173) (7,287) (176,069) (52,065)
Net change in cash and

cash equivalents (20,526) 7,585 30,969 9,158
Cash and cash equivalents

at the beginning of the year 42,911 22,385 29,970 863,
Cash and cash equivalents

at the end of the yee 22,38t 29,97( 60,93¢ 18,02(

Note:

(1) Figures in EURwvere derived using 2006 year-end exchange rate of 3,3817 RIRN/E
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l. RISK FACTORS

The investment in the Offered Shares, as well enAtiotment Rights attached to them,
implies a significant degree of risk. In order teatuate correctly the investment in the
Offered Shares and in the Allotment Rights attacteethem issued by the Company,
investors should carefully analyze the followingkrfactors, as well as all the information
included in this prospectus. Mentioned risks ancceutainties from the following
paragraphs could affect the Issuer, as well as iamgstment in its Shares, as well in the
Allotment Rights attached to them.

This list of risk factors does not comprise all theks associated with an investment.
Additional risks and uncertainties that the Issugrcurrently not aware of or that the
Issuer currently believes are immaterial may alsvexrsely affect the business, financial
condition, results of operations or prospects & ksuer.

Any of the following risks and uncertainties maytemally and adversely affect the
business, financial condition, results of operasioprospects, and the Issuer’s ability to
pay dividends and investors may lose all or parheir investment as consequence of the
Shares price decrease or Allotment Rights priceahse..

1. Romanian business environment

Romania is still an emerging market

Investors willing to invest in the shares of anuasof an emerging market should be
aware that such a market poses a risk higher trmmarkets of the countries having well
developed economies and mature political and legstems. Such a risk is determined by
the need to adjust the legal system so as to cedfbéent instruments both in terms of
implementation and in legal and economic terms,ofder to assure a stable and
predictable framework. The regulatory framework massure a balance between the
interests of consumers, of investors in the wditindustry, as well as between the same
and the interests and objectives sustained byt#ite in the strategies it elaborated and the
tax policy it applies. In a transition country,t#tkes time until this balance is created,
while the Romanian natural gas sector is curranilyergoing such a transition process.

Therefore, when analyzing the appropriateness oinaestment in shares issued by a
Romanian company, one must take into consider#tiemnstability factors generated by a
possible incapacity of the Romanian public admiaigin to efficiently manage and use
resources. Such incapacities are being caused yranihe lack of qualified personnel,

the existence of old bureaucratic structures, dsase¢he new or under development legal
framework applicable to certain industries or tkistence of legislative inconsistencies.

Although Romania is a member of the European Uraod, the member status assures the
premises for continuing the reforms and improvimg ¢conomic environment, there is the
risk that unforeseen events, associated with arrginge market economy, may have a
material effect on the Company’s financial conditand results of operations.

Legal framework

In most aspects, the Romanian legislation is harmednwith the EU legislation, reflecting
the imposed recommendations and containing theetines and principles of the
community patrimony. Nevertheless, considering tleduction of legal differences
between Romanian legislation and the one requirenh fall European Union member
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states, a series of changes and completions tte¢fidation in force may occur. These
will require the Company to adapt quickly and eéfitly to the new demands, given
particularly that the laws and the regulations arcé are sometimes inconsistently
enforced and, in certain cases, the legal remeaiggsnot be acquired in due time.

Significant aspects of Romanian legislation applieato the Issuer, including in
connection to the natural gas sector, are includeelatively new laws, while there is
only a limited interpretation or one issued withdaving the necessary authority with
respect to the legislation applicable to the IssAsra consequence, there is no certainty
regarding the decisions to be made by the Romasvarpetent authorities in connection
to various regulated aspects regarding the Issaetigity.

Inflation and exchange rate

Despite the inflation’s downward trend, followindR decision to target inflation starting

August 2005, any investor must be aware of the tlskt inflationary pressures on the
economy may continue during the coming period @ase of utilities prices, wages, etc.).
Inflationary pressures may lead to control meastalesn by the NBR and, thus, may have
material effect on the Issuer’s financial conditaomd results of operations.

Starting £' September 2006, all the capital foreign currenggrations were liberalised.
Residents and non-residents may carry out any é&inclrrent and capital operations in
foreign currency and RON without any restrictiort. the same time, non-residents may
convert any amount of RON in foreign currency ae@atriate the income obtained.
Nevertheless, the foreign currency regulationsutdie that, in case short term capital
flows put significant pressure on the foreign cooge market and cause serious
disturbances in applying the monetary policy areddgkchange rate, resulting especially in
significant fluctuations of the internal liquidignd significant imbalances of the payment
balance, the NBR may take safeguard measures negaoapital foreign currency
operations. Such measures cannot last longer thaonéhs.

Any kind of intervention of the NBR, according teetRegulation no. 4/2005, republished,
as well as any fluctuation of the exchange ratteelto economic development, may have
material effect on the Company’s financial conditaind results of operations.

Enforcement by the European Commission of one ormasafeguard provisions of the
Treaty for Romania’s Accession to the European Unio

Romania signed the Treaty for Accessing the Eunopd@ion accepting some safeguard
provisions in the field of justice, internal affsiand environment. The enforcement of one
or more safeguard provisions might affect the thushe Romanian business environment,
with possible material consequences on the Isspesfiability.

Capital market and liquidity

After the completion of this Offering, the Compamill take the measures necessary to
list the Shares on the BSE regulated market. Degpi¢ fact that the capital market
legislation aligned to the European Union legisiatregarding securities markets, BSE
has the features of a small stock exchange of ar@ng country in terms of liquidity,
volatility of the market and values of listed stmar@hese factors may have a material
effect on the trading price of the Shares.
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Political instability

Factors influencing the political instability coutgtgatively affect the Romanian business
environment. Thus, any delay of the reforms und#teriaby Romania in the Treaty
regarding Romania’s and Bulgaria’s accession to Ebmeopean Union, any economic
action without a macroeconomic foundation and otheasures that could even lead to a
decrease of the country rating could drive to angkain investors’ opinion towards the
evolution of the local business environment. Thiaynhave material effect on the
Company’s business, financial condition and resofiteperations, as well as the trading
price of the Shares.

Romania’s energy strategy

Romania’s energy strategy pursuits a balanced rhienergy sources, with emphasis on
coal, nuclear energy and renewable energy souftdbe same time, it emphasis the use
of liquid and gas fuel in cogeneration units, neaegto assure the population with thermo
energy, while limiting the use of these sourcepawer generation. As a consequence of
this governmental strategic orientation, therehes possibility for the natural gas demand
not to register an increase or even to stagnates Having an adverse effect on the
Company’s business, financial condition and reafligperations.
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2. Industry related risk factors

Changes to the regulatory framework specific to gadustry

The Issuer carries out its activity in a regulatemimework. The laws, regulations and
policies of the European Union, Government of Roimaas well as the decisions of the
Regulation Authority may have material effect ore thkssuer's business, financial
condition and results of operations.

There is the risk that certain provisions of thgutatory framework, the interpretation of
which may affect the Issuer, may be completed aratianged thus negatively influencing
the operating result, as well as the manner in lvkhe Issuer carries out its activity. At
the same time, any change to the regulatory framewbthe European Union or to the
policy of the Romanian Government may influence @menpany in ways that it may not
be able to anticipate.

Impact of competition projects on the transit adti

There is the risk that competitive projects regagdihe transit activity carried out by
Transgaz through dedicated pipelines may diminisé quantity of gas transported
through these pipelines, thus leading to decresmeane from transit activities. This may
have material effect on the Issuer’s businessnfiizh condition and results of operations,
due to the significant weight held by the transtivaty in the Company’s operating profit.

Seasonality

Following gas transportation evolution, the Isssi@ncome from domestic transportation
is substantially lower in the second and third tpraof the year, affecting thus the

financial position. In the same period, the Isstearies out the main part of maintenance
work for the transportation system, considering theather conditions. The smaller

operational results for the second and third quaetéect the combined effect of the above
mentioned factors. As a consequence of this sebispnaperational results and the

working capital requirements vary and the quarteasation is expected to continue.
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3. Issuer related risk factors

The Issuer’s transport activity is carried out inr@gulated framework

Natural gas transportation is a regulated actigitg to its monopoly statute. The criteria
and methods for approving the prices and settiegrégulated tariffs in the natural gas
sector are approved by ANRGN decision no. 10782.8(03, as subsequently modified,
including by ANRGN Order no. 1169/2004 and ANRGI¢iden no. 311/2005.

Based on these regulations, the regulatory incamalculated for regulatory periods of 5
years, except for the first such period which wasrdy 3 years (1 July 2004 — 30 June
2007). Key variables for each regulation periodapproved by the Regulation Authority
based on the Issuer’s proposal (a detailed desuriptf the tariff methodology may be
found in chapter V1.2 — 2 Summary of the methodpldgr regulated tariffs for the
transport activity). Since the evolution of the kelgments for the following regulatory
periods is not under the Issuer’s control, therthésrisk for the new variables to have a
material effect on the Issuer’s future results pémations and financial condition.

The transit contracts are based on intergovernmdragreements

The transit activity development had been basedhtargovernmental agreements as a
consequence of bilateral negotiations. Therefoeeditvelopment of the transit activity is
out of the Issuer’s reach.

Expiration of transit contracts

The contracts for transit activities were conclud@da limited term. The contract 10726
with Bulgargaz matures on 31 December 2011 and dam#scontain an extension

provision. With respect to the contract 2102-0638631987 concluded with Gazprom

Export, expiring on 31 December 2011, accordinght® Convention of 29 December

1986 between the URSS Government and SRR Governragatding the natural gas

transit over the Romanian territory to Turkey, Ge=@nd other countries, based on which
it is concluded, it is extended for successive &rygeriods in case 4 years prior to the
maturity no party notifies its intention to termieathe contract. The Contract

643/00157629/210247/24.09.1999 valid until 31 Dedoem2023 is extended over

successive 5-year periods in case 4 years pricdhéomaturity no party notifies its

intention to terminate the contract.

When the contracts expire there is no assurandedheacontracts will be prolonged. The
terms, conditions and validity of possible futur@nsit contracts cannot be anticipated and
may have a material effect on the Issuer's busjn#sancial condition and results of
operations.

Minimum investment plan is one of the Issuer’s ogiitions according to the Concession
Agreement

The minimum investment program for the period 2@0741 was agreed together with
ANRM and, for this purpose, ANRM and the Issuemnsid the Addendum no. 2/2007 to
the Concession Agreement.

The minimum investment plan for the period 2002&0@s not fully achieved by the
Issuer, which communicated this status to ANRM,|&xing the reasons for its partial

Transgaz —Final Prospectus



S.N.T.G.N. Transgaz S.A. Initial Public Offering

completion (for additional information on this iessee Chapter — VIII — Natural gas
transport activity — paragraph Aspects regardirgQbncession Agreement).

It is worth mentioning that the non-compliance wille minimum investment program
agreed with ANRM may lead to sanctions ranging frarfine to the termination of the
Concession Agreement.

The Issuer’s profitability may be affected in caee costs from transport activities
exceed the costs accepted by the Regulatory Autfori

According to ANRGN Decision no. 1078/2003, befdne beginning of each regulatory
period, which lasts for five years, the operatimgts related to regulated activities are
submitted to the Regulatory Authority for approvdéthe expenses generated by Transgaz
are greater than the costs accepted by the Regulatdhority the Issuer’s profitability
will be diminish.

At the same time, during the regulatory period, tperating costs recognised and
included in the regulated income are adjusted thighdifference between the inflation rate
and annual efficiency rate of the transport agtiviRny excess of this limit may lead to
reduced profitability, as the Company has to beardifference out of the maximum profit
allowed by the Regulatory Authority.

Issuer may not succeed in improving the efficienafyits transport activities

Starting with the second regulatory period, theids's regulated revenue for each year of
the regulatory period is indexed with the differerfzetween the inflation rate and the
annual efficiency rate reflecting the productivigain imposed by the Regulatory
Authority. The Issuer may not succeed in increadisgefficiency according to the
parameters and tariff methodology. This may haveaderial effect on the Company’s
business, financial condition and results of openat

Non-observance of legal provisions concerning tlegél, organisational and functional
separation of regulated activities

Currently, Transgaz carries out both regulatedreomdregulated activities, specific to the
natural gas sector. The current legal frameworkresgly stipulates the separation of
regulated activities from non-regulated ones ineortb assure the legal, functional and
accounting separation of regulated activities. @ereng certain regulatory aspects or
aspects specific to Issuer’s transport, dispatemstt and supply activities, the latter has
not implemented a reorganisation process in omémplement the legal, functional and
organisational separation.

The non-compliance with the obligations pertainitg the legal, functional and
organisational separation may trigger the sanctimesationed in Gas Law no. 351/2004
and the License for natural gas transport no. 40112001, namely sanctions ranging
from a fine to the withdrawal of the license. Forther information please consult Chapter
IX.1 - History and evolution of the Issuer — Impont legislative changes in the legal
framework regarding the natural gas transport eanbsit activities.

Cross subsidy of the transport activity by the tsiractivity

The Issuer financed a series of investments forttaesport activity out of the profit

obtained from the transit activity. In case theseestment resources would have been
obtained from investment loans, the financing coslated to such resources would have
decreased the profitability of the transport atgiviunder these circumstances there is the
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risk that using the profit obtained from transittiéties for investments in transport
activities may be considered a cross subsidy ofrtmesport activity by the transit activity.

Powerful unions that may obtain salary increases@mplicate the efficiency increase
process

Approximately 99% of the employees are membersnef @f the 4 unions represented at
Transgaz. Although the natural gas transport sesvis a public service of national
interest, and any strike is allowed only if the teys functions with one third of its
capacity, the unions’ negotiation power is sig@ific Any salary increases or any
improvements of the benefits package not accegebsts when calculating the regulated
tariff will diminish the Issuer’s profitability.

At the same time, the significant unions’ power megresent an obstacle in enforcing the
Issuer’'s decisions for making its activity morei@ént by reducing the number of
employees.

Also, difficulties in the restructuring processrifgts, etc.) may lead to discontinuities in
the Issuer’s daily activity, determining a decreafis profitability.

Exceeding the budgeted level for maintenance exgesns

At present, the Issuer carries out an extendedepsoof checking the pipelines’ technical
status. Although the diagnosis process has not lemluded yet, the budgeted
maintenance expenses may prove to be insufficielwing the completion of the
diagnosis analysis.

Financial results of the transit business had andlhvzontinue to have a significant

impact on the overall financial performance of tHesuer

As may be observed also from the analysis of firdmstatements from Chapter VI —
Overview on the Issuer’s financial status and ojregaresults, the non-regulated transit
activity had a more substantial part in the Issueperational profit than that generated by
the regulated transportation activity. Thus, arstdathat may have a negative impact on
the transit business results will decrease accglgihe Issuer’s operational profit.

Moreover, adopting the requirements of the commuadiquis regarding the operation of
cross-border interconnection capacities (allocatibased on yearly auctions, of the
interconnection capacity according to Regulatioi51Z005 of the European Council and
Parliament) may lead to difficulties/complicatiansconnection to long-term carrying out

of the international transit contracts for the fies crossing the South-Eastern part of
Romania.

Exchange rate fluctuations

The contracts closed by the Issuer for the int@nat transit business are denominated in
foreign currency (USD and Euro). For 2004 — 2006NRappreciation against Euro and
USD had a negative impact on the incomes expraasR@®N obtained from this activity.
In the future, the evolution of the local curreneiyl continue to affect the Issuer’s results.
On the other hand, the long term credits contrabefdre 31 December 2006 (maturity
less than 5 years) are denominated in USD and Euro.

Issuer’'s might not succeed to reduce technologicahsumption

By carrying out the transportation activity, thesusr experiences technological
consumption that must be covered by gas acquisifiba main factors that determine the
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level of technological consumption are the trantgabrvolume and the technical condition
of the NTS. If all the Company’s expenses with rdga the technological consumption
are not accepted by the Regulatory Authority, tben@any’s profitability will decrease.

Withdrawal of licences if their main validity termare not met

The Company operates in a regulated environmenttauis monopoly statute. Natural
gas dispatching, transportation and transit a@siare carried out based on licences given
by the Regulatory Authority and according to theaassion granted by ANRM. Any non-
observance of the obligations imposed to the lieeimalder or to the concession holder
may lead to license suspension or withdrawal ang heve a material effect on the
Company’s business, financial condition and reafligperations.

Major shareholder may continue to exercise signdiat influence

Even after the successful completion of the Offgriime Romanian state will remain the
Issuer’'s major shareholder, continuing to exeraisenificant influence.

Limited access to own sources for financing the depment plans

According to the legal framework in force, the camigs with the majority held by the
state must distribute to the shareholders at E@%t of their profit for each financial year
after the deductions calculated according to thee@onent Decision no. 64/2001 (for
more details see Chapter V. Dividend policy). Limgt the access to own funds may
restrict the Issuer to turn to loans for financitgydevelopment plans. Thus, the interest
rate volatility, as well as the exchange rateld toans are in foreign currency) may have
a material effect on the Issuer’s financial corufiti

Issuer’s impossibility to expand in other profit gerating activities as main field of
activity

As a consequence of the obligations to assuredbal,l functional and organisational
separation of the regulated activities in the ratgas sector, as well as the specific
interdictions included in Gas Law 351/2004 and igwier’s transport license, the latter
cannot expand its activity in other fields (suchpasbing, extraction, distribution and
supply activities) in the natural gas sector besitie ones already carried out.

Moreover, certain restrictions regarding the expansf the Issuer’s activity may result
from the interdictions regarding the incorporationthe main object of activity of non-
regulated trading activities that are not sectecHc.

Limited ability to improve the profitability of theurrent natural gas transport business

Natural gas transportation activity, being a retpdaactivity, offers limited possibilities
for substantially increasing the operational prd¥fforeover, the natural gas demand may
not experience a sustained increase or may evereaser in favour of other energy
sources.

Remuneration of the investments made and their odoction in the regulated asset
base is made with the Regulatory Authority approval
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Tariff methodology encourages the investments meddhe NTS development by
including them in the regulated asset base in theving year after putting them in
service. Investments cannot be made without theesgent of the competent authorities,
possible investments made in the absence of theeagent, which surpass the budgeted
investment plan, on which the tariff approval hagr based, will not to be approved by
the Regulatory Authority, thus decreasing the Issymofitability.

National Transportation System may be affected @atural disasters

Tariff methodology stipulates that any unforeseparational expenses that are not under
the Issuer’'s control to be recognised and retutoethe Issuer through the next year’s

regulated income. In spite of that, there is ts& that the Regulatory Authority does not

recognise these expenses if the effect of natusalsters could have been limited by

investments and maintenance programmes.

There is the possibility that the Regulatory Auttyodoes not recognise in the calculation
of regulated tariffs for the following year, accorg to the tariff methodology, the

expenses made by the Issuer for commissioning th& MWreas affected by natural
catastrophes, the Issuer being able to recovekfsnses only in stages.

In case regulatory framework will be modified/chagad, the historical financial
statements for years 2004, 2005, 2006 will no lanige representative for the Issuer’s
financial results and its, future results may vasubstantially

The tariff methodology may be subject to changesfiletions of the Regulatory
Authority. Any such change may have a significampact on the Issuer’s current activity,
financial condition and results of operations. Ineav regulatory framework the historical
financial statements can no longer be representédiviransgaz current activity.

Maintenance policy for National Transportation Sysh

The Company is in the decisive phase in which cklsof the complex diagnostic
operation of the technical state of some repretieatpipes sections has allowed a change
in its strategic orientation, from investment exggsndedicated to replacing whole sections
and increasing the projected parameters, to opeedtiexpenses dedicated to repairing
only the impaired sections and bringing those eastito the initial parameters. This
policy’s effect is a slower increase in the regedaasset base than in the case of a pipeline
replacing/ modernization policy, so the return rapproved by the Regulatory Authority
will be applied to a regulated asset base witlowest increase.
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4. Risk factors related to the Offered Shares

The Shares have not been subject to a public ofigrfor sale. As a consequence, the
price of the Shares can be more volatile than iretbase of shares of a company already
listed.

After the Offering, there is the risk that a marfatthe Issuer’'s Shares not to develop or,
if it develops, not to be sustained as the Sham® wot previously subject to another
public sale offering. Liquid trading markets gerigraesult in lower price volatility and
more efficient execution of buy and sell ordersifmestors. If a liquid trading market for
the Offered Shares does not develop, the priceefShares may be more volatile and it
may be more difficult to complete a buy or sell erdor the shares. The price of the
Shares may fluctuate significantly due to a numbkerfactors, some of them outside
Transgaz control.

Shares volatility may have an adverse impact ondask of such Shares

The market price of Shares may be volatile andestitp sudden and significant declines.
As a result, the Issuer’s shareholders may expaFiarmaterial decline in the market price
of shares. Price declines can result from a varidtyactors, including the difference
between the results the Issuer announces and $bsebyg analysts, important contracts,
mergers, acquisitions and strategic partnershijpsiving the Company or its competitors,
fluctuations in its financial condition and openrafi results and general share price
volatility on the BSE at a certain time.

Possible future substantial sales of Shares in c#se main shareholder will want to
decrease its participation, or the perception tisaich sales could occur and could
adversely affect the market value of the Offeredads

Future sales of the shares held by the Romaniéa ataa result of a possible privatization
on the capital market may significantly affect tharket price of the Offered Shares. Such
a sale will be carried out according to the termd aonditions included in the legal
framework specific to the privatisation process trelcapital market mechanisms.

The Romanian state, through the Ministry of Econonayd Finance, together with
Fondul Proprietatea will continue to be the Issusrmajor shareholders after the
Offering

The Romanian state and Fondul Proprietata will ierttze Issuer’s major shareholders.

This situation will determine a lower liquidity than the case of other companies whose
shares are subject to current transactions witlglaeh percentage of free float. For this

reason, the market price for the Offered Sharesheayore volatile, enhancing the risk of

fluctuations which could adversely affect the magkgce of the Shares.

Frequent stops of the shares from trading

The shares are stopped from trading in case thersseport special events or if litigation
occurs between the shareholders. Such an eventimiayhe investors’ possibility to sell
the shares when they want and triggers the risk &ubstantial value loss once the trading
is resumed.
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5. Risk factors related to the Allotment Rights

The risk of cancelling the share capital increasdféring

If the share capital increase and/or the Offering i@revocable cancelled before the
Allotment Rights are turned into Newly Issued Skathe holder of the Allotment Rights

is entitled to receive from the Issuer the pricedpfar the Shares subscribed in the
Offering, having Allotment Rights attached to thérhus, the amount to be reimbursed to
the Allotment Right holder is equal with the prothetween the number of the Allotment
Rights owned and the Offering price of a Newly &$uShare. By exception, Fondul

Proprietatea is entitled to an amount equal with gnoduct between the number of
Allotment Rights owned and the price at which ibstribed the Newly Issued Shares,
when it exercised its preemption rights.

Therefore, in case an investor bought the Allotnfight at a price higher than that of an
offered Share in the Offering, he will sustain asloby the difference between the
subscription price of a Share in the Offering ahd price at which he bought the
Allotment Right.

The risk of an unsuccessful closing of the Offering

In case the Offering is closed unsuccessfully Athetment Rights will not be allotted and
the necessary steps to obtain the RegistrationfiCat¢ of the Allotment Rights from
NSC and admission to trading of the Allotment Reghill not be followed..

The risk of having to wait a long period betweeretktart of trading of the Allotment
Rights and the date at which they will mature

If the court of law suspends the General Meetimigsision regarding the issuance of the
Allotment Rights, after these instruments were ddito trading and before they have
matured, there is the risk of having to wait a I@egiod until they will mature.

The risk of non admittance to trading of the Allotamt Rights
If BSE rejects the request for admission to tradihéllotment Rights, the holders of such
instruments will not be able to sale their holdings

In case the Allotment Rights will not be admittedrtading on a regulated market of BSE:

» Each Allotment Right gives its holder the propeaight to a Newly Issued
Share which it will be received on a future datdiew the share capital
increase will be registered at the Central Depposita

» The Allotment Rights cannot be sold by its holders.

The risk of changing the regulations concerning thAdlotment Rights

There is the possibility that the legal framewodkcerning the Allotment Rights could be
changed, in which case, according to the changpdatons, the Allotment Rights might
changed accordingly.

The risk that the market price of Allotment Rightsight vary from the future market
price of the Shares

Considering that there is no trading history regaydthe Allotment Rights on the
regulated market of BSE there is the risk thatrttagket price of Allotment Rights will
vary from the future market price of the Sharesk that will be born by the Allotment
Right holders. Moreover, the market price of thdo#khent Rights might fluctuate
accordingly with the events reported by the Issoereting its reporting obligations.

Transgaz —Final Prospectus 34



S.N.T.G.N. Transgaz S.A. Initial Public Offering

The risk that the Allotment Rights might have a litad liquidity
Considering that until now there were no issuef\lidtment Rights on the Romanian
market there is the risk that such instruments biiglve a limited liquidity.

The foreign exchange risk
The non resident investors should be aware that Wi# be exposed to the foreign
exchange rate risk, as Allotment Rights are issuetbitraded in local currency.
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TERMS AND CONDITIONS OF THE OFFERING

Conditions specific to the offering

“Type of Offering”

“Securities subject to
the Offering”

“Investors”

“Number of Offered
Shares”

“Number of Allotment
Rights attached to the
Offered Shares”

“Intention of the

members of the Issuer’s

administration,
management and
supervision bodies
regarding the
subscription within the
offering”

“Nominal value of the
offered shares”

“Total value of the
offering”

“Price of Offered
Shares”

“ISIN code”
“CFI code”
“Offering Period”

“Pre-emption rights”
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Initial public offering for the Issuer’s shares i fix number of
securities offered.

Nominative shares issued in dematerialized forndinary,
indivisible and freely negotiable as of the dateythre accepte
for trading on the BSE, as well as Allotment Rigfgsued in
dematerialized form, registered into account aneelfr
transferable through the capital market. .

The shares offered by Transgaz are offered tohallimvestors
interested to subscribe within the Offering (pleasmnsider
“Notice to investors”)

Up to 1,177,384 shares resulted from the shardatdpcrease
offered within the Offering, Representing 10% oé tlssuer’s
increased share capital.

A number of 1,177, 384 Allotment Rights attached the
Offered Shares. Each Offered Share has attachedl@ment
Rights to it.

Excepting some members of Transgaz's administra
management and supervision bodies, that expreskei
intention to subscribe in the offering, such ini@mtnot being
binding or final in any way, the Issuer has no #tddal
information regarding any other person’s intention.

At the same time, the Issuer is not aware of anysqres
intention to subscribe more than 5% of the shap@ala

RON 10.0/share
225,963,537.28 RON
191.92 RON/share

ISIN code of the offered Shares: ROTGNTACNORS
CFI code of the offered Shares: ESVUFR

The offering will be carried out between 26 Novembed 7
December 2007 (10 Business Days). Any change iOffexing
terms will be made upon the Issuer’s request, bageitie NSC
prior approval and will be made public by means asf
announcement. The offering cannot be revoked dwerentire
Offering Period.

Not applicable.

o

tion

36



S.N.T.G.N. Transgaz S.A.

Initial Public Offering

“Offering tranches”

“Subscriptions”

Transgaz —Final Prospectus

During the Offering Period, subscriptions can bedenavithin
the following tranches:

Large Investors Tranche within this tranche, subscriptions for

a whole number of shares will be accepted so tiatvalue of
one subscription be larger than or equal to RON,EID and

will represent 60% of the total number of the OéferShares;

Any cumulative subscription of one person, excegdiotal
tranche value., will not be considered in the allent; and

Retail Tranche- within this tranche, subscriptions for a whp

number of shares will be accepted so that the vafuene
subscription must be at least equal with 11 shares smaller
than RON 500,000 exclusively, and will represen%46f the
total number of the Offered Shares; and

The Shares offered within each of the tranches alaog of the
same class, are subject to the same legal regudasiod confe
the same rights and obligations to their holders.

During the entire Offering Period, the Investorabscription
orders will be taken over at the headquarters @Mlanager an
the Distribution Group, between 9:00 — 15:00 hremR&nian
time, while on the last day of the Offering the stription
orders will be taken over between 9:00-13:00 Aree deadline
for subscriptions is 7 December 2007. After theddlae expires,
no subscriptions from investors will be accepted.

The Manager and Intercapital will register all thebscriptions
received, if these comply with the validity ternasjng the BSE
primary market electronic system (POF market — fRu
Offerings”).

The subscriptions are opposable to the Issuerirgjantith the
registration of the subscription in the Primary kkgtrRegister
The deadline for registering the subscriptions he Primary|
Market Register is 10 December 2007.

The Manager and Intercapital are obliged to make shat for
each order introduced on the primary market, thed$u
corresponding to the subscription were paid to @adlection

Accounts stated in Prospectus and in the Offermgpancemen
or will be settled by a custodian agent.

In case of oversubscription, the subscribers welteive the
value of the shares subscribed and not allocathowiog the
pro rata allocation within maximum ten Business &gm the
Settlement Date.

The accounts to which the subscriptions within Ehstribution

-

I

t

Group will be made will be interest-bearing in favoof the
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Issuer.

“Allocation method” The allocation will be made ,pro-rata” for both tHeetail
Tranche and the Large Investors’ Tranche.
In case one of the tranches is oversubscribed laadther is
insufficiently subscribed, the shares left unsubsd in the
insufficiently subscribed tranche will be allocatad the
oversubscribed tranche until one of the two follogviimits is

reached:
* whether the insufficiently subscribed tranche idlyfu
subscribed;
» whether the oversubscribed tranche is subscribdy |on
once.

In case the number of Shares offered within the thaaches ig
higher or equal to the number of subscribed Shaeesh
subscriber within one of the two tranches will igeghe number
of subscribed Offered Shares.

In case of oversubscription, the Offered Sharekbeilallotted tg
the subscribers within each tranche on a pro-rasésb

In case the Offering is successful, but the nunabeffered and
subscribed Shares is lower than the number of eédf&8hares,
the Offered Shares that were not subscribed witddreelled.

In case that, in the process of pro-rata allocatfearctions of
shares should be allocated, the allotment of thHoseions of
shares will be made according to rules set by tBE.B

“Cancellation of During the Offering Period, the subscription ordesase
subscription orders” irrevocable. In case the present Offering Prospgeistisubject ta
an amendment, the subscriptions may be withdrawthinvi
maximum three Business Days from the date on wiinh
respective amendment to the present Prospectupudished.
An investor may withdraw its subscription by filinin a

revocation form at the unit where the subscripti@s made.

“Method for paying the The subscriptions can be made at the headquarfertheg
subscribed Offered = Manager and at the branches of the Distributioru@rdoased on
Shares” the payments made to the following accounts:

RO93RZBR0000060004592833, opened with RaiffeisenkBa
Bucharest Branch, beneficiary Raiffeisen Capitdh&estments
S.A., for the subscriptions made at the counterfRaiffeisen
Bank SA;

RO13RZBR0000060002087405, opened with RaiffeisenkBa
Bucharest Branch, beneficiary Raiffeisen Capitdh&estments
S.A., for the subscriptions made through Raiffei€apital &
Investments S.A.;

RO41BRDE450SV05477804500, opened with BRD - MCC,
beneficiary Intercapital S.A., for the subscripgomade at the
locations of Intercapital S.A.

All the subscriptions will be made according to tudbscription

procedures described in Chapter X\Bgbscription procedure
and distribution network — of the present Prospsctu

)
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“Successful closing of
the Offering”

“Notice to Investors”

“Manager”

“Intermediation
Method”

“Guarantee of
subscription”

“Shareholders
Register”

“Transaction date”

“Settlement of
Subscriptions made
within the Offering”

“The lock up agreement
of Fondul Proprietatea”

The Offering will be considered successfully closgdon its
closing date, minimum 90% of the Offered Shares ey
subscribed. In case this condition is not compheith, the
subscriptions will be rejected and the amounts mhidng the
Subscription Period will be returned to the Investevithin
maximum 10 business days from the Settlement Date.

In five business days after the NSC issues itsomesgp regarding
the results of the Offering, the Manager will pshli an
announcement in two national coverage newspapéersecaing
the degree of subscription in each tranche.

Raiffeisen Capital & Investment SA
Best efforts method.

The offering is not guaranteed. There is no commithof the
Offering Manager or of another entity to subscrérg part off
the Offering in case it remains unsubscribed.

The shareholders register is kept by the CentrgboBigory
which will deposit the Shares according to the mions of the
register contract.

The transaction date is 11 December 2007.

The settlement will be carried out through the cien
settlement system of the Central Depository, withimee
Business Days from the Transaction Date.

Fondul Proprietatea agreed to a lockup period ahdnths,
starting with the admission to trading on a regdamarket
operated by BSE, it will not sell or donate, ormprse that it will
sell or buy, or offer, or pledge, or grant any kimidoptions or|
rights, or take any kind of commitment to sell @istgn any kind

of contract related with the owned Shares in tlsudss share

capital or any rights attached to such.

Fondul Proprietatea binds itself unconditionallyd arrevocable
not to sell, transfer, pledge or trade in any wag Allotment

ver

Rights attached to the subscribed and/or allocaledes.
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[l.  REASONS OF THE OFFERING AND USE OF PROCEEDS

The share capital increase by means of this Offefmllowed by listing the Shares on the
regulated market of BSE, is carried out accordiogthe Government Decision no.
1329/2004 regarding the mandate of the publictuntstn involved and the approval of the
privatisation strategy by means of public offeriafjsome companies included in the
portfolio of the Ministry of Economy and Commergeplished in the Official Gazette no.
806/1.09.2004 and amended by the Government Dacrsio 708/2005 published in the
Official Gazette no. 634/19.07.2005.

Besides diminishing the share of the Romanian statmeans of the capital market, the
Shares admission to trading on the BSE is an imapbrbbjective also for the Transgaz
management. The Issuer considers that the Sharessadn to trading on the BSE, as
well as the improvement of financial risks managenpmlicies will lead to an upgrade of
S&P rating, thus decreasing the costs related ddfittancing needed for developing its
activity.

The funds obtained from the Offering will be usédgether with own sources, for
financing the minimum investment programme agreé@td WNRM for 2008, amounting
to a total value of RON 273.7 million. Accordingtttis programme, the works related to
NTS development amount to RON 185.98 million, ahd tvorks for modernising the
NTS related installations and equipment totals RENL7 million. With respect to the
expenses for the rehabilitation and increasing NAi& operation safety, the minimum
level agreed with ANRM is RON 54.55 million. For neodetailed information please
consider chapter VI11.3 “Investment Policy”.
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IV. SELECTED FINANCIAL INFORMATION

Issuer’s financial auditors

According to the Issuer statement, the financateshents for the three year period ended
31 December 2006 were audited and the condenssthirfinancial statements for the six
months ended 30 June 2007 were reviewed.

PwC performed the audit of the financial statemeithe Issuer for the three years ended
31 December 2006, prepared for the purposes ofRtospectus, and issued an audit
report on these financial statements, includedwdisee in this Prospectus. PwC is a
member of the Romanian Chamber of Financial Ausjtodate and number of

authorization 006/25.06.2001. Mr. Alexandru Lupemducted the audit on behalf of

PwC.

PwC performed the review of the condensed inteiimanicial statements for the six
months ended 30 June 2007, prepared for the pwpafsthis Prospectus, and issued a
review report, included in this Prospectus. Mr.xsedru Lupea conducted the review on
behalf of PwC.

PwC's responsibility for the content of this Pragpe is limited to the aforementioned
reports and the respective responsibility statesnehPricewaternouseCoopers Audit SRL
have been included within those reports. PwC espeeds written consent, which has not
been withdrawn, for the inclusion of its reportghins Prospectus in the form and context
in which they are included. After the Issuer’'s Sfsaare accepted to trading on a regulated
market, its financial statements will be auditedfimancial auditors having the right to
audit the financial statements of the entitiesgbeurities of which are accepted to trading
on regulated markets, registered with the NSC, dasethe protocol concluded with the
Romanian Chamber of Financial Auditors.

PwC is registered with the NSC and is authorizealdit the financial statements of such
companies.

Selected financial information

The following selected financial data have beervedrfrom the Issuer’s audited financial
statements prepared in accordance with IFRS fothilee years ended 31 December 2006
and reviewed condensed interim financial statenfienthe six months ended 30 June
2007 respectively. These selected financial datauldhbe read in conjunction with such
financial statements, as well as with Chapter Vpé@ating and Financial Review”.
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Initial Public Offering

Income Statement

Revenue
Other income

Cost of gas sold

Gas, materials and consumables used
Depreciation and amortisation
Wages and salaries

Maintenance and transportation
Other employee benefits

Royalty expense

Third party services

Taxes and other state dues
Provision for liabilities and charges
Provision for employee benefits
Other operating expenses

Operating profit

Financial income
Financial expense

Profit before taxation

Taxation

Net profit for the period

Weighted number of oustanding shares

Basic and diluted earning per share (RON/share)

Notes:

Year ended December 31,

2004 2005 2006 2006
(audited) (audited) (audited) (unaudited)
(RON thousand) (EUR thousand)
768,777 767,188 905,760 267,842
5,427 13,377 29,197 8,634
774,204 780,565 934,957 276,476
(89,415) (36,554) (71,488) (21,140)
(137,131) (186,86  (179,024) (52,939)
(154,524) (161,203) (28B) (48,880)
(124,418) (121,006) (146,701) (43,38
(14,950) (40,886) @),5 (18,188)
- (20,312) (43,860) (12,970)
(33,854) (35,851) (42,313) (12,512)
(8,631) (10,907) (11,690) (3,457)
(2,940) (2,986) (8,053) 812.3
(12,474) (495) 1,601 3,457
(1,300) (800) (150) )(44
(34,917) (34,535) (40,283) 9
159,650 138,162 176,281 52,129
33,693 12,925 38,778 11,467
(24,507) (35,309) (20,981) (6,204)
168,836 115,778 194,078 57,392
55,224 (19,774) (32,517) (9,616)
224,06( 96,00¢ 161,56: 47,77¢
10,363,700 4(R37 10,382,584 10,382,584
21.6 9.25 15.56 4.60

(1) Basic earnings per share are calculated by dividing the patffibutable to equity holders of the Issuer

by the weighted average number of ordinary shares in iastiegdthe year.

(2) Figures in EURwere derived using 2006 year-end exchange rate of 3.3817 R&N\/EU
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S.N.T.G.N. Transgaz S.A.

Initial Public Offering

Balance Sheet

ASSETS

Non-current assets

Intangible assets

Property, plant and equipment
Available for sale financial assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total asset

EQUITY AND LIABILITIES

Shareholders’ equity
Share capital

Public property reserve
Retained earnings

Non-current liabilities

Long term borrowings

Long term income tax payable
Provision for employee benefits
Deferred income

Deferred tax liability

Current liabilities

Trade and other payables

Current income tax liabilities

Short term borrowings

Provision for liabilities and charges

Total liabilities

Total equity and liabilities

Note:

Year ended December 31,

(1) Figures in EURwere derived using 2006 year-end exchange rate of 3.3817HR{I\/

Transgaz —Final Prospectus

2004 2005 2006 2006
(audited) (audited) (audited) (unaudited)
(RON thousand) (EUR thousand)
11,499 10,549 11,131 3,292
2,521,865 2,602,485 [£2.5545) 774,662
1,159 1,160 3 1
2,534,523 2,614,194 2,630,809 777,955
40,117 37,559 36,204 10,706
132,626 151,159 161,433 7347,
54,794 66,186 79,259 23,437
227,537 254,904 276,896 81,880
2,762,06! 2,869,09: 2,907,70! 859,83!
545,123 545,222 545,249 161,235
1,265,797 1,265,797 1,265,797 74,398
350,450 387,855 471,793 139,514
2,161,370 2,198,874 2,282,839 675,057
200,845 186,345 130,071 38,463
2,155 - - -
10,443 11,278 11,452 386,
7,730 15,895 49,144 14,532
164,458 147,488 131,627 38,923
385,631 361,006 322,294 95,304
107,247 210,052 218,726 64,679
21,957 4,110 16,859 598
73,381 82,087 65,709 19,432
12,474 12,969 278, 378
215,059 309,218 302,572 89,474
600,690 670,224 624,866 184,778
2,762,06! 2,869,09i 2,907,70! 859,83!
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Cash Flow Statement

Year ended December 31,

2004 2005 2006 2006
(audited) (audited) (audited) (unaudited)
(RON thousand) (EUR thousand)

Cash generated from operations 414,875 314,215 381,283 112,749
Interest paid, net (12,769) (13,813) (12,870) (3,806)
Income taxes paid (65,314) (54,592) (35,628) (10,536)
Net cash inflow from operating activity 336,792 245,810 332,785 98,407
Cash flow from investment activities
Payments to acquire property, plant and equipment 83,620) (223,228) (147,176) (43,521)
Proceeds from disposal of property, plant and € - (7,743) 20,272 5,995
Dividends received 8 32 - -
Sale of financial investments - 1 1,157 342
Acquisition of financial investments (233) - - -
Net cash used in investment activities (284,145) (230,938) (125,747) (37,184)
Cash flow from financing activities
Dividends paid (32,960) - (71,391) (21,111)
Proceeds from long term borrowings 9,937 6,562 - -
Repayments of long term borrowings (50,150) (13,849) 104(678) (30,954)
Net cash used in financing activities (73,173) (7,287) (176,069) (52,065)
Net change in cash and

cash equivalents (20,526) 7,585 30,969 9,158
Cash and cash equivalents

at the beginning of the year 42,911 22,385 29,970 863,
Cash and cash equivalents

at the end of the yee 22,38t 29,97( 60,93¢ 18,02(
Note:

(1) Figures in EURwvere derived using 2006 year-end exchange rate of 3.3817HR{EN/
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Initial Public Offering

Other Financial Data

Operating profit
Operating profit margin
EBITDA @

EBITDA margin

Operating profit of core activities
Operating profit of core activities margin

EBITDA of core activities

EBITDA of core activities margin

Revenue of core activities
Notes:

Year ended December 31,

2004 2005 2006 2006

(unaudited)  (unaudited) (unaudited) (unaudited)
(RON thousand except for percentage data) (EUR thiods

159,650 138,162 176,281 52,128
20.6% 17.7% 18.9% 18.9%
314,17 299,36¢ 341,57¢ 101,00¢
40.6% 38.4% 36.5% 36.5%
164,028 135,449 21616 47,998
24.2% 1%5 19.5% 19.5%
313,667 293,568 323,926 9878
46.3% 40.2% 38.9% 3®.9
677,090 729,794 833,478 2686,

(1) EBITDA refers to profit before interest, taxes, deprésraand amortization as shown in the
Company'’s audited financial statements. EBITDA is no concéipedeunder IFRS or any other
generally accepted accounting principles.

(2) Core activities consist of domestic transport and inteoratl transit.

(3) Figures in EURwere derived using 2006 year-end exchange rate of 3,3817 RON/EUR.
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Condensed interim financial statements for the sixnonths ended 30 June 2007
Income Statement
6 months ended 30 June,

2006 2007 2007
(reviewed) (reviewed)  (unreviewed)
(ths. RON) (ths. EUR)
Revenue 410,750 492,562 157,167
Other income 2,877 3,432 1,095
413,627 495,994 158,262
Cost of gas sold (11,476) (55,742) (17,786)
Gas, materials and consumables used (114,634) (71,635 (22,857)
Depreciation and amortisation (84,333) (79,188) (28)26
Wages and salaries (64,007) (77,573) (24,752)
Maintenance and transportation (15,914) (33,967) (38),8
Other employee benefits (24,217) (21,137) (6,744)
Royalty expense (20,584) (21,813) (6,960)
Third party services (5,304) (6,443) (2,056)
Taxes and other state dues (4,689) (5,792) (1,848)
Provision for liabilities and charges 11,690 - -
Provision for employee benefits (65) (1,651) (527)
Other operating expenses 146 (10,828) (3,455)
Operating profit 80,240 110,225 35,172
Financial income 21,699 17,097 5,455
Financial expense (11,870) (6,430) (2,052)
Profit before taxation 90,069 120,892 38,575
Taxation (13,208) (19,828) (6,327)
Net profit for the period 76,86 101,06« 32,24¢
Weighted number of oustanding shares 10,382,131 TM38 10,387,913
Basic and diluted earning per share (RON/share) (1) 7.4 9.73 3.10
Note:
(1) Figures in EUR were derived using the NBR announced exchatgatr30 June 2007 of 3.1340

RON/EUR.
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Balance sheet

ASSETS

Non-current assets

Intangible assets

Property, plant and equipment
Available for sale financial assets

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total asset:

EQUITY AND LIABILITIES

Shareholders’ equity
Share capital

Public property reserve
Retained earnings

Non-current liabilities

Long term borrowings
Provision for employee benefits
Deferred income

Deferred tax liability

Current liabilities

Trade and other payables

Current income tax liabilities

Short term borrowings

Provision for liabilities and charges

Total liabilities

Total equity and liabilities
Nota:

31 December, 30 June, 30 June,
2006 2007 2007
(audited) (reviewed) (unreviewed)

(ths. RON) (ths. EUR)
11,131 9,713 3,099
2,619,675 2,632,011 8239,

3 3 1
2,630,809 2,641,727 842,925
36,204 34,253 10,929
161,433 85,688 27,342
79,259 81,064 25,867
276,896 201,005 64,138
2,907,70! 2,842,73. 907,06:
545,249 545,307 173,997
1,265,797 1,265,797 403,892
471,793 451,472 144,056
2,282,839 2,262,576 721,945
130,071 96,276 30,720
11,452 13,125 4,188
49,144 64,015 20,426
131,627 126,283 40,295
322,294 299,699 95,629
218,726 179,850 57,386
16,859 7,173 2,289
65,709 92,156 29,406
1,278 1,278 408
302,572 280,457 89,489
624,866 580,156 185,118
2,907,70! 2,842,73. 907,06:

(1) Figures in EUR were derived using the NBR announced excharegatr80 June 2007 of 3,1340

RON/EUR.
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S.N.T.G.N. Transgaz S.A.

Initial Public Offering

Cash Flow Statement

6 months ended 30 June,

2006 2007 2007
(reviewed) (reviewed)  (unreviewed)
(ths. RON) (ths. EUR)
Cash generated from operations 96,292 204,813 65,352
Interest paid, net (5,840) (3,442) (1,098)
Income taxes paid (21,483) (34,858) (11,123)
Net cash inflow from operating activity 68,969 166,513 53,131
Cash flow from investment activities
Payments to acquire property, plant and equipment 8,148) (70,917) (22,628)
Proceeds from disposal of property, plant and et 18,052 - -
Sale of financial investments 693 - -
Net cash used in investment activities (39,446) (70,917) (22,628)
Cash flow from financing activities
Dividends paid (11,139) (103,192) (32,927)
Proceeds from long term borrowings - - -
Repayments of long term borrowings (33,596) (21,201) 6,785)
Net cash used in financing activities (44,735) (124,393) (39,692)
Net change in cash and
cash equivalents (15,212) (28,797) (9,189)
Cash and cash equivalents
at the beginning of the year 29,970 60,940 19,445
Cash and cash equivalents
at the end of the yee 14,75¢ 32,14 10,25¢

Nota:

(1) Figures in EUR were derived using the NBR announced exchiateggat 30 June 2007 of 3,1340

RON/EUR.
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Status of the Issuer’s current and long term debtss of 30 June 2007

RON thousand Upto 1lyear Over lyear TOTAL
(reviewed)
Long term borrowings - 96,276 96,276
Short term borrowings and current portion

of long term debt 92,156 - 92,156
Trade payables 38,173 - 38,173
Other payables 141,677 141,677
Current income tax liabilities 7,173 - 7,173
Deferred tax liability 5,903 120,380 126,283
Deferred income - 64,015 64,015
Provision for liabilities and charges 1,278 - 1,278
Provision for employee benet - 13,12¢ 13,12¢
Total liabilities 286,360 293,796 580,156
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V. DIVIDEND POLICY

Dividend Policy

According to art. 27 of the Articles of Associatjghe Issuer’s profit is determined based
on the balance sheet elaborated according to Ramafccounting Regulations and
approved by the General Meeting. Transgaz afteptafit will be distributed according to
the legal provisions in force and the decision ted General Meeting to funds for the
development, investment, modernisation, researaiha@r similar purposes, as well as for
the fund due to the shareholders for dividend paygme

The Issuer pays dividends to its shareholders dowprto the law, after the General
Meeting approves the financial statements. In acdskosses, the General Meeting will
analyse the causes and will decide accordinglyedas the legal regulations.

Dividends are distributed to shareholders pro weta their contribution to the paid-in
share capital. According to the Companies Law,dlae paid within the period decided
by the General Meeting, but no later than 6 moffriis the approval date of the yearly
financial statements for each ended financial perio

According to the Capital Market Law that will becerapplicable to the Issuer after the
Shares are accepted to trading on a regulated marlease the General Meeting does not
decide a payment term, the dividends will be duiwimaximum 60 days from the date
on which the decision of the General Meeting rem@rdhe distributed dividends is
published in the Official Gazette, Part IV.

In case dividends are not paid within this peritb@, Issuer will pay damages-interests for
the delay period, at the legal interest rate, wiles interest rate included in the Articles of
Association or the decision of the General Meetipgroving the financial statements for
the ended financial year is higher.

The Issuer is subject to the special provisionhef Government Ordinance no. 64/2001
regarding profit appropriation within national coamies and companies fully or partially
owned by the state, as well as autonomous compamdso the Order of the Ministry of
Public Finance no. 144/2005 regarding the approtdhe clarifications for determining
the amounts subject to profit appropriation acamydio Government Ordinance no.
64/2001.

According to the provisions of the Government Oagice no. 64/2001, minimum 50% of
the Issuer’s after tax profit will be appropriated dividends, according to the terms
contained in this ordinance. The Issuer has thgatbn to transfer the dividends to the
Ministry of Economy and Finance within 30 days frone legal date for submitting the
balance sheet, unless special laws provide otherwis

Thus, the Issuer must distribute as dividends minin50% of its profit, after deducting
the amounts to be used as mentioned at artickt.1a) — d) of the Government Ordinance
no. 64/2001:

. letter a) legal reserves;
. letter b) other reserves representing tax exempttipulated by the law;
. letter c) cover the accounting losses of previmess;

Transgaz —Final Prospectus 50



S.N.T.G.N. Transgaz S.A. Initial Public Offering

. letter c1) — set up its own financing sources f@jgrts co-financed out of foreign
loans, as well as for obtaining the amounts necgdsa reimbursing the capital
instalments, paying the interests, commissionsatinelr costs related to such loans;

. letter d) — other appropriations stipulated byldve.

All these amounts will be calculated based on tharly financial statements elaborated
according to Romanian Accounting Regulations.

The Government Ordinance no. 64/2001 stipulatet rthional companies and trading
companies fully or partially owned by the statettbemmit, by means of foreign loans
contracted without the state’s guarantee, not w&tridute dividends in case certain
performance parameters are not met or that asstime commitments included in these
loans are exempted from the obligation to repa&rmtnimum 50% of the profit in the
form of dividends. The Issuer mentions that it @ subject to the exemption included in
the Government Ordinance no. 64/2004, namely thlas not committed, by means of
foreign loans contracted without the state’s gui@@mot to distribute dividends.

Historical financial information regarding the distibuted dividends

The Issuer has the obligation to carry out somestments for the modernisation and
development of natural gas transport infrastructukecording to the Government

Emergency Ordinance no. 137/2004, the Issuer wasved to retain and use the net
dividends for the financial periods ended on 31 ddalger 2003 and 2004 in order to
finance some investment works. The net value of dhaedends for the year 2003

amounted to RON 63,900 thousand, while the netldiils for the year 2004 amounted to
RON 82,040 thousand. The dividends related to share registered in shareholders’
equity during the period for which these were state

During the period 2000-2003, the Issuer calculateitiends that it paid in stages. The
Ministry of Economy and Commerce (at present Migistf Economy and Finance),
representing the Romanian state as shareholdesidesad these debts as budgetary debts
and calculated delay penalties. In November 20pB6nuhe unique shareholder’s request,
the Issuer registered the amount of RON 45,483s#od as penalties. During the year
2006, the Issuer paid late the dividends for ther Y905, for which penalties amounting
to RON 6,234 thousand were paid. These penaltis hat been paid until now.

In 2006, the Issuer paid dividends of RON 71,38 u#iand, out of which RON 64,250
thousand net dividends due to the shareholder dDN R,139 thousand tax due to the
state budget. These amounts were determined angotalithe Order of the Ministry of

Public Finance no. 144/2005, by applying the 50%tguo the remaining net profit, after
the legal reserves were formed.

In 2007, the Issuer has registered dividends duehi® year 2006 amounting to RON
121,385 thousand, out of which RON 109,246 thousaatddividends and RON 12,138
thousand tax to the state budget. Until 30 Jun& 20 Issuer paid the amount of RON
103,192 thousand, out of which RON 92,873 thousagtddividends and RON 10,319
thousand represented the related tax on dividends.

The number of the Issuer’s shares slightly diffeosn one year to another as an effect of
including some land in the share capital, withaghiicantly impacting on the dividend
per share. Thus, for 2004, the Issuer paid RON2F.Q#&r share, in 2005 it did not register
any payment, in 2006 it paid RON 6.88 per shareiar2®07 it has distributed a dividend
of RON 11.69/share for 2006. This difference is tlu¢he fact that, in 2004, the Issuer
kept a large part of the dividends for investmamppses.
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The amounts mentioned above are presented bas#uedssuer’'s financial statements
elaborated according to Romanian Accounting Remuiat

The main differences between the Issuer’s statupwofit, registered in the financial
statements elaborated according to Romanian ActwurRegulations and the profit
obtained following the application of IFRS are gneted in the table below:

Financial period ended 31 December

200¢ 200t 2006
(audited) (audited) (audited)
(RON thousand)

Net result according to Romanian Accounting Regulabns 179,00: 138,44 237,91:
Asset revaluation (85,240) (104,612 (98,955)
Restatement of expenses with materials for inflatexognised in (1,618 (150) (1,762
previous periods
Deferred tax 120,72- 16,83¢ 15,86:
Reclassification of dividend related penalties - 45,48: 6,23¢
Provision for pensions (1,324 - -
Provision for inventories (453, - 2,27(
Provision for asset depreciation as per GD 16442004 (18,302) - -
Employees’ participation to profit for the year 300 (15,648) - -
Other adjustments (270 - -
Adjustment Development Fur 47,18¢ - -
Net result according to IFRS 224.,06( 96,004 161,561
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VI. OPERATING AND FINANCIAL REVIEW

The following selected financial data have beenvedr from the Issuer’s audited financial
statements prepared in accordance with IFRS fothtee years ended 31 December 2006 and
for the reviewed condensed interim financial staets for the six months ended 30 June 2007.
These selected financial data should be read ijuootion with such financial statements, as
well as with the information presented at Chaptér‘$elected Financial Information”. The
operational data are taken from the Directors’ Refay the years 2004, 2005 and 2006 and for
the first 6 months of 2007.

1. General aspects

Transgaz is the operator of NTS mainly carrying @mmestic transport and international transit
of natural gas.

The transportation activity consists in deliveritigg natural gas from producers/importers to
distributors/industrial consumers or to the undewgd warehouses. As stated by Gas Law no.
351/2004, the natural gas transportation is a etgdlactivity due to its monopoly status.

The transit activitycarried out by the Issuer represetestransport of natural gas from Russia to
other countries through three dedicated pipelimessing the Dobrogea region (South-Eastern
part of Romania). The transit activity is not rejed, the tariffs for this activity being set on a
contractual basis with the customers, Gazprom Ex{@ocontracts) and Bulgargaz (1 contract).
For Gazprom, the contracts’ values are expressseiben tariffs and ordered capacity, while for
Bulgargaz contract the value is a lump sum not deiog on the ordered capacity.

2. Summary of the methodology for regulated tariffs fo the transport activity

The natural gas domestic transportation activitgubject to the regulations of the Regulatory
Authority.

The general objective of the regulation is to pdevthird parties’ non-discriminatory access to
the national gas transportation network, limitedyoby the network’s capacity and its
technological constraints.

In order to set the tariff for the transport seedcthe Regulatory Authority adopted the revenue
cap methodology, also known as RPI — X methodolddys methodology offers the stability
and predictability of revenues within the regulgit@eriod, encouraging in the same time the
efficiency of the network operator.

The criteria and methods for approving the priced setting the regulated tariffs in the natural
gas sector are approved by ANRGN decision no. I@782.2003 as subsequently modified and
amended, including by ANRGN decision no 311/2005.

Based on these regulations, the revenue is detedrior 5-year regulatory periods, except for
the first period, which lasted only for 3 yearsJ(ly 2004 — 30 June 2007).

To determine the allowed revenue recognized byRbgulatory Authority, the methodology
requires the setting, at the beginning of everylagry period, of certain key parameters:
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. Operating expenses (OPEX), under Issuer's manageouwnrirol, related to transport
activities, accepted by the Regulatory Authoritytfte first year of the regulatory period;

. The regulated asset base (RAB) — determined iffirgteyear of the first regulatory period
based on RAB implicit method, based on the discaiimash flow method. Based on the
amortization timeframe of 30 years set by the Ratguy Authority, the annual recognized
amortization related to RAB is computed. RAB issssssed at the beginning of each
regulatory period. Starting with the second regulatperiod, RAB is adjusted with the
value of the working capital,

. The regulated annual rate of return of capital (ReRletermined based on weighted
average cost of capital;

. The efficiency rate for the transportation actiyity

The parameters for the first regulatory period\lly 2004 — 30 June 2007) are presented in the
table below:

1 July 2004 — 30 June 2007
RON thousand (unaudited)

Operating expenses for the first 289,234
year of the regaltory period (1 Jul
2004 — 30 June 2005)

Rate of return for the first 10.84%
regulatory period

RAB at the beginning of the 942,452
regulation period

Efficiency rate for the regulatory 0.00%
period

Further on, for determining the allowed revenuether following years of a regulatory period,
the methodology uses also the following inputs:

. The inflation rate (used in government’s budgetstarction) - used for adjusting the
regulated revenue after the first year of a reguygperiod.

. Pass through costs — operating expenses over wheclssuer has no control by increasing
the efficiency. The Regulatory Authority recognizlke following pass through costs:

o The fiscal contributions related to employees’ sata
o0 Taxes and other fiscal contributions;
o0 The concession royalty fee for the transportatictiviy;

. The investment made by the Issuer in the developed upgrading of the NTS. These
investments generate return in the following ye#ierathey become operational, by
including them in the regulated asset base. Baseth® amortization periods set by the
Regulatory Authority the regulated amortization floe investments can be computed. The
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two components, remuneration and depreciationjretaded in the next year’s regulated
revenue.
. Adjustments to be added to regulated revenue reptieg
0 unexpected costs supported by the NTS operatdreipitevious year and allowed by
the Regulatory Authority,
o difference between the estimated and actual passigh costs and difference
between the allowed and actual revenue in the puswear.

Within a regulatory period, the first year's total’enue is determined on a cost plus basis, based
on the estimated operational costs, the rate ofirethe regulated asset base, pass through costs,
and the regulated depreciation.

Allowed Revenue= OPEX + ROR X Regulated Asset Base Regulated Depreciationt+ Pass
Through Costs

Regulated Revenue=s OPEX + RoR X Regulated Asset Base Regulated Depreciation

For the following years in the regulatory periotlpwed revenue is determined by adjusting the
previous year's regulated revenue with the inflatiand the efficiency rate. To this, the
methodology adds adjustments related to the prewear (estimated vs. actual), pass through
costs, the return and the regulated depreciatidheoprevious year investments put in place.

Allowed Revenue = Regulated Revenue + Pass Throu@osts

(Regulated Revenue for the current year= The Regulated Revenue (previous year) x (1+
Inflation Rate — Efficiency Rate) + (Return and Depeciation of previous year investment

in place) + (Unexpected Costs in the Previous Year Difference Between Estimated and
Actual Pass Through Costs for the Previous Year} Difference Between Estimated and

Actual Regulated Revenue of the Previous Year

For the first regulatory period, the regulated rew@and the pass through costs are presented in
the table below:

1 July 2004 —30 1 July 2005 —30 1 July 2006 —30

RON thousand June 2005 June 2006 June 2007
(unaudited (unauditedl (unaudited

Regulated revenue in the respective

regulated year 426,325.83 501,617.1 660,283.2

Pass through costs 57,353.0 57,097.7 71,153.6

Total revenue in the respective regulated

year 483,678.3 558,714.83 731,436.8

The yearly total revenue is transformed in tafiéisSNTS users:

. Tariff for reserving transportation capacity (fion unconfirmed) — fixed component;

. Tariff for using the transportation network — véi@ component, based on quantities
transported.
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For determining the two components of the tariff fioe transportation activity, the total costs

recognized by the Regulatory Authority are dividedween fixed costs, which do not depend on
the transported quantities and variable costs, lwhigpend on the quantities transported. The
tariff is based on the estimated quantities toresiported and on the reserved capacity

For additional details concerning the methodology tftansportation tariff setting please also
consider Decision ANRGN no. 1078/18.12/2003, wits subsequent modifications and
completions.

3. Material Factors Affecting the Issuer’s Results

Transport activity is regulated using the revenuapcmethodology

The Issuer’s revenues from transport activitiessateby the regulator to the level that will cover
its normal operating expenses and allow a certdim of return to the regulated assets base. Any
increase of the expenses over the accepted lewddaease of the regulated rate of return may
affect the Issuer’s profitability.

See previous section for details regarding reveragmethodology.

Minimum investment program for 2007-2011

By the Concession Agreement, the Issuer has thgatioin to implement an investment program
updated each 5 years (current term is 2007 —20tt)may require allocation of both internal
and external financing. The program may affect bsuer's profitability and the level of
dividend distributed to shareholders within thenfeavork of Government Ordinance 64/2001
regulating the distribution of dividends in majgrdwned state companies.

Technological consumption

Operating the transport activity, the Company isd@chnological consumption that need to be
covered by purchasing gas. The transported volumleNaT'S technical condition are the main
determinants of the level of internal consumptiofhe decrease of the technological
consumption and, therefore, the efficiency gaine abtained through maintenance and
investment programmes.

Up to May 2006, the Issuer had to buy gas covetiegechnological consumption according to
the market basket consisting of domestic produ@sdamd imported gas. Since the abolishment
of this restriction in June 2006, the Issuer hastragted gas only from the domestic producers,
but the alignment process of domestic producedeptic import price will reduce the cost
benefits of this situation over the next years.

Seasonality

During the 2% and & quarter of the year, the Issuer's revenues fromedtic transport are
substantially lower following the pattern of thesgaansported volumes, affecting the financial
position. In the same period of time, the Compaasfggms the maintenance of the transport
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system considering the weather conditions. Theexgded effect is reflected in lower operating

results in the second and third quarter of the .yieathe £' and &' quarters, the Issuer records

the majority of the technological consumption Asesult of this seasonality, the operating

results and working capital requirements have daded are expected to continue to have a
guarterly variance.

Exchange rate fluctuations

The Issuer’s contracts for international transé denominated in foreign currencies (USD and
EUR). For the period 2004 — 2006, RON appreciaigainst EUR and USD has negatively
impacted the revenues expressed in RON obtained thcs activity. In the future, the evolution
of the domestic currency will continue to affece tlssuer’s results. On the other hand, all long-
term borrowing contracted before 31 December 2@t rities below 5 years) are denominated
in USD or EUR.

4. Significat Accounting Policies
As a result of the uncertainties inherent in trsaiés’s business activities, the management needs
to make certain assumptions that require managetaenake difficult, subjective and complex
judgements.

The following paragraphs describe those accoungialicies that the Issuer believes to be
important for the understanding of the financialtestents drafted according to IFRS standards,
including policies requiring subjective or complgxgments. A more detailed description of
these accounting policies can be found in the rnotése Issuer’s financial statements.

Basis of preparation of financial statements

The financial statements of Transgaz have beerapgdan accordance with IFRS. They are not
the statutory accounts of the Issuer.

The Issuer maintains its accounting records in R&MN prepares its statutory financial

statements in accordance with the Romanian AcaogirfRegulations. These IFRS financial

statements are based on the statutory recordsadjtistments and reclassifications recorded for
the purpose of fair presentation in accordance WRS. The financial statements have been
prepared using the historical cost convention, pk@s disclosed in the accounting policies
presented in the notes to the Issuer’s financaéstents.

The preparation of financial statements in conftynwith IFRS requires the use of certain
critical accounting estimates. It also requires aggment to exercise its judgment in the process
of applying the Issuer’s accounting policies.

Accounting for the effects of hyperinflation

Romania has previously experienced relatively heylels of inflation and was considered to be

hyperinflationary as defined by IAS 29 “Financia¢@drting in Hyperinflationary Economies”
(“IAS 297). IAS 29 requires that the financial statents prepared in the currency of a
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hyperinflationary economy be stated in terms ofiieasuring unit current at the balance sheet
date. As the characteristics of the economic enu@nt of Romania indicate that hyperinflation
has ceased, effective from 1 January 2004 the issunger applies the provisions of IAS 29.
Accordingly, the amounts expressed in the measuwimg current at 31 December 2003 are
treated as the basis for the carrying amountsasetliinancial statements.

The restatement was calculated using the converfotors derived from the Romanian
Consumer Price Index (“CPI”), published by the CaimiNationala de Statistica. The indices
used to restate corresponding figures, based o8 [i9&s (1998 = 100) for the five years ended
31 December 2003.

Intangible assets

Acquired computer software licenses are capital@edhe basis of the costs incurred to acquire
and bring to use the specific software. These @stamortized over their estimated useful lives
(three years). Costs associated with developimgaintaining computer software are recognized
as an expense as incurred.

Property, plant and equipment

Buildings comprise mainly buildings ancillary to evpting assets (e.g. buildings housing
pumping stations, gas treatment stations etc.),esearch centre and office buildings.
Transportation system assets consist of the assamtgprising the national gas pipeline
transportation system (e.g. pipelines, compresg@as filters, measuring devices etc.). Property,
plant and equipment are stated at cost, restateithetoequivalent purchasing power of the
Romanian Leu at 31 December 2003 for assets acqureor to 1 January 2004, less
accumulated depreciation and provision for impairtnehere required.

Items acquired after 1 January 2004 are statedost less accumulated depreciation and
provision for impairment, where required.

Subsequent costs are included in the asset’s ngraynount or recognised as a separate asset, as
appropriate, only when it is probable that futucereomic benefits associated with the item will
flow to the Company and the cost of the item camisasured reliably. All other repairs and
maintenance are charged to the income statemeimigdilne financial period in which they are
incurred.

Depreciation on other assets is calculated usiagtiaight-line method to allocate their cost to
their residual values over their estimated uséfek| as follows:

Years
Buildings 50
Assets in the gas transportation system 20 - 50
Other fixed assets 4-20

Land and assets in progress are not depreciated.

Transgaz —Final Prospectus 58



S.N.T.G.N. Transgaz S.A. Initial Public Offering

Public property assets

In accordance with the Public Property Law 213/1988tural gas transportation pipelines
represent state property. Government Decision &498/1as confirmed in Government Decision
334/2000, specifies that fixed assets with a stagugross book value of RON 499,726 thousand
(at 31 December 2006 a statutory gross book vdltrRON 490,809 thousand and a restated net
book value of RON 541,449 thousand) representirggpgaelines are to be administered by the
Issuer. Therefore, the Issuer has the exclusiylet tio use these assets over the concession
period and will return them to the State at the ehthe period. The Issuer receives the majority
of the benefits associated with the assets andpesed to the majority of risks, including the
requirement to maintain the network assets overe@o@ which is at least equal to their
remaining useful life, and the Issuer’s financiatfprmance is directly linked to the condition of
NTS. Consequently, the Issuer has recognized thesets in its balance sheet, together with a
corresponding reserve in equity.

Inventories

Inventories are stated at the lower of restated and estimated net realizable value. Cost is
calculated on a weighted average cost basis. Whecessary, provision is made for slow
moving and obsolete inventories in order to arratethe net realizable value. Obsolete or
defective inventories identified individually areopided for in full or written-off. For slow
moving inventories, an estimation of the age okmweries based on their turnover is made for
each main category; inventories older than one geaprovided for in full.

Trade receivables

Trade receivables are recognised initially at f@ilue and subsequently measured at amortised
cost using the effective interest method, less iprow for impairment. The Issuer's accounting
policy for depreciation its receivables is to pawiprovisions for all balances older than 365
days. For the balance due to be received, theyettihsiders any objective facts that could
indicate the depreciation, for each amount dueetoelseived which is by itself material and for
financial assets which are not material the Issuwgisiders collective depreciation. The assets
which are valued individually for the scope of dapation and for which the depreciation of
losses is recognized are not included in the curedl@alue of depreiation.

Shareholders’ equity
Share capital

Ordinary shares are classified as equity. Tranmacidsts of an equity transaction (cost incurred
in issuing its own equity instruments), other tlwsts of issuing an equity instrument that are
directly attributable to the acquisition of a bwess, are accounted for as a deduction from
equity, net of any related income tax benefit. Aewcess of the fair value of consideration

received over the par value of shares issued agrezed as a share premium.
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Dividends

Discretionary dividends are recognized as a ligbéind deducted from equity at the balance

sheet date only if they are declared before orhenbalance sheet date. Dividends are disclosed
when they are proposed before the balance shemibdgiroposed or declared after the balance
sheet date, but before the financial statementatterized for issue.

In accordance with Government Ordinance 64/200hpamies in which the state has a majority
ownership have to distribute at least 50% of tineir profit after deduction of any contractual
profit distributions to employees, as dividendsh®e state.

According to the provisions of the Emergency Gowaent Ordinance 137/2004, approved by

the Law 50/2005, by exception to Government Ordiea64/2001, the Issuer was entitled to

retain and re-invest the dividends declared for4280d 2003 (net of related dividend tax) to

finance its major investment projects relating @ imodernization and development of the

natural gas transportation infrastructure. As asequence, unpaid dividends for 2003 and 2004
were maintained in retained earnings, net of tke@ated dividend tax.

Borrowings

Borrowings are recognised initially at fair valuest of transaction costs incurred. Borrowings
are subsequently stated at amortised cost; amgrelifEe between the proceeds (net of transaction
costs) and the redemption value is recognised enithome statement over the period of the
borrowings using the effective interest method.

Income tax

Due income tax has been provided for in the fingngiatements in accordance with Romanian
legislation enacted at the balance sheet dateinoene tax charge comprises current tax and
deferred tax and is recognised in the income se¢mnless it relates to transactions that are
recognised, in the same or a different periodctliyen equity.

Current tax is the amount expected to be paid teecovered from the taxation authorities in
respect of taxable profits or losses for the curi@md prior periods. Taxes, other than on
income, are recorded within operating expenses.

Deferred income tax is provided in full, using thebility method, on temporary differences
arising between the tax basis of assets and ligliland their carrying amounts in the financial
statements. However, the deferred income tax isawsbunted for if it arises from initial
recognition of an asset or liability in a transastother than a business combination that at the
time of the transaction affects neither accountingtaxable profit or loss. Deferred income tax
is determined using tax rates (and laws) that hmeen enacted or substantially enacted by the
balance sheet date and are expected to apply wieemetated deferred income tax asset is
realised or the deferred income tax liability ittlsd.

Deferred income tax assets are recognised to ttemtethat it is probable that sufficient future
taxable profit will be available against which teenporary differences can be utilised.
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Trade and other payables

Trade and other payables are recognised initidllfai@ value and subsequently measured at
amortised cost using the effective interest method.

Deferred income

Deferred income is recorded for connection feesggthto customers for connecting them to the
NTS. The deferred income is released in the incetatement over the weighted average useful
life of the related assets (connection pipes, pas fegulator, counter).

Employee benefits

The Issuer, in the normal course of business, makgments to the state budget and social
insurance budgets on behalf of its employees. Alpleyees of the Issuer are members of the
Romanian State pension plan, which is a definediribation plan. These payments are
recognised within the income statement togethdr thi¢ salary expenses.

Benefits on retirement

Under the collective labour contract, the Issueusth pay to its employees at the time of their
retirement an amount equal to a multiplier of ttgpioss salary depending on the employment
period in the gas industry, working conditions,. 8the Issuer has recorded a provision for such
payments.

Social costs

The Company incurs employee costs related to theigion of benefits such as health services.
These amounts principally represent an implicitt aafs employing production workers and,
accordingly, have been charged to wages and salzosts.

Free gas quota

The Issuer is also committed through the collecti@bour agreement to provide current
employees free of charge with certain quantitiegasf or the cash equivalent; these amounts are
charged to “Other employee benefits” in the pemmodhich they are incurred.

Provisions

Provisions for liabilities and charges are recogaisvhen the Issuer has a present legal or
implicit obligation as a result of past events, &nd probable that an outflow of resources will
be required to settle the obligation, and a rediagdtimate of the amount can be made. Where
there are a number of similar obligations, thelifl@d that an outflow will be required in
settlement is determined by considering the cldssebtigations as a whole. A provision is
recognised even if the likelihood of an outflow lwrespect to any one item included in the same
class of obligations may be small.
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Revenue recognition

Revenue comprises the invoiced value of gas deldyeand services for gas transportation and
transit rendered, net of value-added tax, rebatdslescounts. Revenue from gas transportation
and transit and from the sale of gas is recognizeeh the gas has been delivered and measured
in accordance with contract.

Revenues are measured at the fair value of thedmyasion received or receivable. When the
fair value of goods received in a barter transacti@annot be measured reliably, the revenue is
measured at the fair value of the goods or sepade in kind.

Mutual cancellation and barter transactions

A portion of sales and purchases are settled byahgancellations or barter transactions. These
transactions are generally in the form of diretiesments by dissimilar goods and services from
the final customer (barter) or cancellation of baks through a chain involving several
companies.

Sales and purchases that are expected to be dejtlbdrter or other non-cash settlements are
recognised based on the management’s estimatee daithvalue to be received or given up in
non-cash settlements. The fair value is determimgith reference to observable market
information.

Non-cash transactions have been excluded fromakle ffow statement, so investing activities,
financing activities and the total of operatinghdties represent actual cash flows.
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5. Results of Issuer’'s Operations

Revenues

The Issuer recognized revenues from the followiotjvéies: domestic gas transportation and
international gas transit - the core activities\wadl as from the sale of gas and revenue from
other services. Revenue from other services hag anharginal contribution to the Issuer’s

turnover during the period analyzed.

The following table shows the revenues for thequeended 31 December 2004, 31 December
2005, 31 December 2006.

Year ended December 31,

2004 2005 2006 2006
(audited)| (audited) | (audited) | (unaudited)
(RON thousand) (EUR thousand)

Revenue from domestic gas transportation servidég,77:  510,24¢ 620,81: 183,579
Revenue from international gas transit services 242,31t 219,54t 212,66 62,888
Revenue from sales of gas 91,13( 36,83¢t 71,62 21,180
Revenue from other services 557 55¢ 65¢ 195
Total Revenue 768,77 767,18{ 905,76( 267,842

(1) Figures in EUR were derived using the NBRptiglis exchange rate at the end of 2006 of 3.3817
RON/EUR.
In the year ended 31 December 2006, total reverasesby 18% from RON 767,188 thousand
to RON 905,760 thousand as compared to year ertl&@k8ember 2005, due to higher revenues
from domestic gas transportation and higher revefnagn the sale of gas.

In the year ended 31 December 2005, total revereraained at comparable levels with 2004,
whereas higher revenue from domestic gas trangfmortavas offset by lower revenue from
international gas transit services in RON termslaner revenues from the sale of gas.

Domestic gas transportation

Transport activity needs to be considered in thateod of the revenue cap methodology
effective as of 1 July 2004. For the previous primcluding the first semester of 2004, the
Regulatory Authority was approving the transporifitdased on a cost plus methodology.

As described in the Chapter VI. 2 - “Summary of thethodology for regulated tariffs for the
transport activity”, the revenue approved by thguRatory Authority is available for a 12-month
period between 1 July and 30 June, resulting indets of tariffs being applied to the same fiscal
year (one for theSisemester, another for th&'p

The allowed revenue for each 12-month period erBdune in the first regulatory period (1
July 2004 — 30 June 2007) is presented below, lhegetith the realized level.
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1 July 2004 -30 1 July 2005 -30 1 July 2006 —30

RON thousand June 2005 June 2006 June 2007
(unaudited)

Allowed revenue in the respective regulated y&ar 483,678.8 558,714.8 731,436.8
Volume considered by ANRE (mil ™ 17,606 17,028 17,037
Annual Capacity considered by ANRE (mifyf” 28,980 29,521 31,099
Realized revenu@ 468,799 556,105 670,345
Realized volume (mil i) @ 16,318 15,499 14,500
Realized annual capacity (mil’j? 28,972 31,659 30,289

1 January - 1July —31 1 January - 1July —31 1 January - 1 July —31 1 January -
30 June December 30June December “35june December 30 June

RON thousand 2004 2004 2005 2005 2006 2006 2007
(unaudited)

Realized revenue 210,170 224,604 244,195 265,998 290,107 330,704 339,641
Realized volume

(mil m®) 8,495.7 7,211.2 9,107.07 7,339.90 8,159.43 7,077.92 7,21.64
Realized half-year

capacity (mil m) N/A  14,605.52 14,366.78 15,332.48 16,326.57 14,520.10 15,769.36
Source:Transgaz, Management Reports

Notes:

(1) Extracted from ANRGN Decision no. 873/14.06.200MR&N Decision no. 463/9.06.2008NRGN
Decision no. 635/8.06.20086,
(2) Computed based on half- yearr results.

In the 12-month period ended 30 June 2007, thevatlorevenue rose by 31% from RON
558,715 thousand to RON 731,437 thousand compardiet 12-month period ended 30 June
2006. Beside inflation adjustment for regulatederaye, the increase was due to recognised
return and depreciation for fixed assets commiggian the previous period and to unexpected
repairs expenses incurred due to the floods in 2@@®gnized in the following period.

In the 12-month period ended 30 June 2007, acévainue was lower than the allowed revenue
driven by actual lower volumes than those constliéethe Regulatory Authority when setting
the tariffs. The difference of RON 61,092 thousaetiveen actual and allowed revenue reflects
the lower actual volume of transported gas (with Hillion m®) driven by the warm weather
during the 2006 — 2007 winter. As this is the lgsar of the first regulatory period, the
difference will not be recovered in the followingrjpd.

In the 12 month period ended 30 June 2006, thevatlorevenue rose by 15.5% from RON
483,679 thousand to RON 558,715 thousand compardicet 12 month period ended 30 June
2005. Beside inflation, the increase was due ratiogrof return and depreciation of fixed assets
commissioned in the previous period and the red¢mgniof the unrealized revenue from the
period ended 30 June 2005.
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In the 12 month period ended 30 June 2006 and I#&hmmeriod ended 30 June 2005, actual
revenue was lower than allowed revenue due to lowalized volumes compared with those
considered by the Regulatory Authority when setthrgytariffs.

International gas transit and revenue from the s#lgas

Year ended December 31,
2004 2005 2006

(audited) (audited) (audited)
(RON thousand)
Revenue from international gas transit services, 242 219,546 212,667

Revenue from sales of gas 91,130 36,836 71,623
Cost of gas sold (89,415) (36,554) (71,488)
Gross margin from sale of ga® 1,715 282 135

Note:
(1) Difference between Revenue from sale of gas antla€gss sold.

Revenues from international transit decreased byi%RON terms in the year ended 31
December 2006, as a result of RON appreciationrdiatined stable in foreign currency terms,
in which the transit services are contracted, aspaved to the year ended 31 December 2005.

In the year ended 31 December 2005, revenues fnbennational transit decreased by 9% in
RON terms, as a result of RON appreciation, butaiegd stable in foreign currency terms, in
which the transit services are contracted, as cosdpa the year ended 31 December 2004.

The terms of the transit contracts with Gazprom dixphat require partial settlement in gas
constitute the basis for the gas sale activityheflssuer. The gas received as in kind payment is
being sold on the domestic market or used to céeehnological consumption. During the
periods analyzed, the volumes of gas received @igrsent for international transit decreased
from 290 million mc in the year end8d December 2004 to 150.9 million mc in the yeatesh

31 December 2006 due to the gas price increasetemational markets.

In this context, the purpose of the supply activéyto provide the cash related to the transit
activity revenue. The Issuer also realizes a gnuegin profit from this activity.

Revenues from sales of gas increased by 94% iggheended 31 December 2006 from RON
36,836 thousand in the year ended 31 Decembert®0R®N 71,623 thousand driven by higher
volume available for sale. The increase in volumas due to the fact that the Issuer used less of
the gas received to cover technological consumm@®the restriction to use a mix of domestic
produced gas and imported gas was lifted in Jufé,28llowing the Issuer to use only (cheaper)
domestic production natural gas to cover technoldgionsumption.

Gross margin decreased by 52% in the year endede8&mber 2006 to RON 135 thousand
from RON 282 thousand in the year ended 31 Decer2d@5b, due to the limited negotiation
power of the Issuer, as it cannot provide secuadainves for longer periods than 1 year.

Revenues from sales of gas decreased by 60% igedlieended 31 December 2005 to RON
36,836 thousand from RON 91,130 thousand in the geded 31 December 2004. The decrease
was due to the fact that the Issuer used more @fgids received to cover technological
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consumption (as it was mandatory for the Issueude gas from the two sources, domestic
production and import in the regulated market bagee MIR Decision 292/2003) rather than
selling it on the market.

Gross margin decreased by 84% in the year endede8&mber 2005 to RON 282 thousand
from RON 1,715 thousand in the year ended 31 Deeer@@04 due to lower volumes available
for sale (60 million M compared with 192 million f which limited the negotiation power of
the Issuer as it cannot provide secured volumefger periods than 1 year.

Other income

Other operating income comprises income not relaidtie Issuer’s revenue. In the year ended
31 December 2006, sale of intangibles of RON 18%62sand to SNGN Romgaz and sale of
investment in Romexterra Bank of RON 2,219 thoudaanke been recognized in other income.
In the year ended 31 December 2005, other incomdac®d a RON 6,905 thousand
reimbursement of interest overpaid to the StategBtid

Operating expenses

Operating expenses comprise technological consomptaterials and consumables, cost of gas
sold, labour costs, maintenance and repairs, taafgpird party services, royalties, depreciation
and amortisation, and other expenses.

The revenue cap methodology divides the operatipgreses generated by the transport activity
in two categories: company related and pass thraw@gis. Pass through costs consist of
royalties, other taxes and salary contributionsjleviscompany related costs consist of the
remaining categories except for provisions foriligband charges and for expenses related to
the employees profit sharing.

The Concession Agreement terms and conditions ttatehe Issuer must pay an annual royalty
fee from its transport and transit revenues. Theltp fee between 1 of January 2004 and 30
June 2007 was of 5%. Starting with 8 of October720(@ royalty fee was increased from 5% to
10%. Any expense concerning the royalty fee, taxa$ other duties are pass through costs,
according to the “revenue-cap” methodology, and ewmesidered in computing the allow
revenue.

The following table shows the operating expenseshe periods ended 31 December 2004, 31
December 2005 and 31 December 2006.
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Year ended December 31,
2004 2005 2006
(unaudited) (unaudited)  (unaudited)
(RON thousand)

Cost of gas sold 89,415 36,554 71,488
Technological consumption — gas 123,861 164,735 1@8,25
Materials and consumables used 13,270 12,133 10,773
Depreciation and amortisation 154,524 161,203 165,297
Labour costs 137,192 142,613 178,742
Maintenance 9,794 34,986 54,657
Transportation 5,156 5,900 6,851
Royalty expense 33,854 35,851 42,313
Third party services 8,631 10,907 11,690
Taxes and other state dues 2,940 2,986 8,053
Provision for liabilities and charges * 1,000 - 278
Other operating expenses 34,917 34,535 40,283
Total operating expenses 614,554 642,403 758,676
Notes

(1) Operating expenses were rearranged to better reflee key components using the details from the
management accounts.

Cost of gas sold is a non-cash expense, whichtsefsam the partial settlement in kind related
to international transit activity with Gazprom Expadl'he cost of gas sold in the period analyzed
went broadly in line with the revenue from gas sold

In the year ended 31 December 2006, operating eggerose by 18% from RON 642,403
thousand to RON 758,676 thousand as compared tepead December 31, 2005. The increase
was mainly due to higher cost of gas sold, highbour costs as well as higher maintenance and
repair costs.

In the year ended 31 December 2005, operating eegerose by 4% from RON 614,554
thousand to RON 642,403 thousand as compared tepedad 31 December 2004. The increase
was mainly due to higher technological consumpéod higher maintenance costs, which were
partly offset by lower cost of gas sold.

Labour costs, and those with technological consionpand maintenance and repairs are the
main cash expenses of the Issuer. Their weight oital toperating expenses excluding

depreciation, amortisation and cost of gas incidsen 73% in the year ended 31 December
2004 to 77% in the years ended 31 December 2003 hAecember 2006.

Labour Costs
The following table shows the development and bileak of labour costs for the period ended
31 December 2004, 31 December 2005, 31 Decembér 200
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Year ended December 31,
2004 2005 2006

(unaudited) (unaudited) (unaudited)
(RON thousand)

Wages and salaries 124,418 121,006 146,701
Base wages and salaries 104,782 116,193 141,329
Employees profit sharing 19,636 4,813 5,372

Other employee benefits (adjustéd) 11,474 20,807 31,891
Other employee benefits - 20,312 43,860
Provision / (Release) for litigatic 11,474 495 (11,969)

Provision for employee benefits 1,300 800 150

Labour costs 137,192 142,613 178,742

Note:

(1) The Issuer paid part of the benefits (gas quotajarals employees and recorded the related experwgethE
remaining part, as it was in litigation with the ion, it has built a provision for the respectivédation. As the
Issuer lost the lawsuit, the effective expensdedlto the gas quota is obtained by aggregatingweecomponents,
operating and financial.

In the year ended 31 December 2006, as compartx tone ended 31 December 2005, wages
and salaries increased by 21% from RON 121,006stdmaito RON 146,701 as a result of higher
base wages and salaries and a higher number obgegs. The number of employees rose by
2% to 4,838 employees as compared to the year edtlddecember 2005. Other employee

benefits rose from RON 20,807 thousand to RON 31tBBusand partly offset by the release of

provisions. Total labour costs rose by 26% as coatpto the year ended 31 December 2005.

In the year ended 31 December 2005, as comparte: tone ended 31 December 2004, wages
and salaries decreased by 2% from RON 124,418 &éimou® RON 121,006 as a result of lower
profit sharing offsetting higher base wages andrszd. The number of employees rose by 2% to
4,755 as compared to the year ended 31 Decembdr PAber employee benefits raised from
RON 11,474 thousand to RON 20,807 thousand dubedncrease of the natural gas quota to
5,000 cubic meters. Total labour costs rose by 4% as eoedpto the year ended 31 December
2005.

Technological consumption expenses

In the year ended 31 December 2006, technologimasumption increased by only 2% from
RON 164,735 thousand to RON 168,251 thousand apa@u to the year ended 31 December
2005, as a result of :

- a reduction in gas volume from 399.2 million cm time year ended
December 31, 2005 to 388.5 million cm in the yeadlesl 31 December
2006;

- decrease of the acquisition unit cost of natura gacessary to cover
technological consumption. The change in the rdgularegarding gas
acquisition to cover technological consumption (sesenue from
international transit and sale of gas sectionwadid the Issuer to acquire,
starting with June 2006, only domestically produged (cheaper) unlike
the prior period when the acquisition price waslelsshed based on a mix
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basket of imported and domestically produced natgas. In the year
ended 31 December 2005, technological consumptioreased by 33%
from RON 123,861 thousand to RON 164,735 thousandompared to
the year ended 31 December 2004 due to increaspdsdion price for
both domestic and imported gas, partially offsethry volume reduction
from 429.5 million cm in the year ended 31 Decemb@d4 to 399.2
million cm in the year ended 31 December 2006.

Maintenance and repair expenses

During the period under review, the Issuer has gbldnits strategy regarding network
rehabilitation from investment in new pipelines (&place the obsolete ones) towards general
technical inspections and replacement only of dmaapbed sections of the existing pipelines. As
a consequence, maintenance expenses increasedbingée year ended 31 December 2006
from RON 34,986 thousand to RON 54,657 thousandcaamspared to the year ended 31
December 2005 when these increased by 157% from @ thousand in the year ended 31
December 2004 to RON 34,986 thousand in the yededeB1 December 2005.

The weight of the Issuer related expenses (labasts¢ technological consumption and
maintenance) in revenue from core activities —dpamnt and transit — increased from 40% in the
year ended 31 December 2004 to 48% in the yeardeBti®ecember 2006 as their growth was
higher than that of revenues. The main driver efghperior growth of expenses was the salary
positive real growth and increased benefits (gastajunot covered by the evolution of the
transport allowed revenue by the Regulatory Authiddapped to grow only with inflation).

2004 2005 2006
(audited) (audited) (audited)
% of % of % of
RON operating operating RON operating
thousand  expensesRON thousand expenses thousand expenses
Core activities 513,619 83.6% 594,902 92.6% 671,162 88.5%
Transport 455,063 74.2% 505,958 78.8% 614,083 80.9%
Transit 58,556  9.5% 88,944 13.8% 57,079 7.5%
Cost of gas sold 89,415 14.5% 36,554 5.7% 71,488 9.4%
Other expense§’ 11,520 1.9% 10,947 1.7% 16,026 2.1%
Operating expenses 614,554100.0% 642,403 100.0% 758,676 100.0%
(unaudited) (unaudited) (unaudited)
% of % of % of
operating operating operating
expenses expenses, expenses,
excluding excluding excluding
RON cost of cost of gas RON cost of gas
thousand gas sold RON thousandold thousand sold
Core activities 513,619 97.8% 594,902 98.2% 671,162 97.7%
Transport 455,063 86.7% 505,958 83.5% 614,083 89.4%
Transit 58,556 11.2% 88,944 14.7% 57,079 8.3%
Other expenseél) 11,520 2.2% 10,947 1.8% 16,026 2.3%
Operating expenses,
excluding cost of gas sold 525,139100.0% 605,849 100.0% 687,188 100.0%
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Note:

(1) Other expenses include expense not related toamingties and cost of gas sold.

Referring to segment reporting, in the year ende®8cember 2006 operating expenses related
to core activities — transport and transit, repnese7.7% of the total operating expenses,
excluding cost of gas sold. The share of transpotivity represents 89.4% of the operating
expenses, excluding cost of gas sold.

In the year ended 31 December 2005, transportigctoperating expenses share of total
operating expenses excluding cost of gas sold dseceto 83.5% from 86.7% in the year ended
31 December 2004 driven by a higher level of thenteaance expenses for the transit activity.

Operating profit

Operating profit refers to earnings before interestes and is a financial measure used by the
Issuer to measure its operating performance. Athforevenue, the profit from operations needs
to be considered for each activity of the Issuer.

RON thousand 2004 2005 2006

(audited! (audited) (audited)
Core activities 164,028 135,449 162,316
Transport (20,289) 4,290 6,728
Transit 184,317 131,159 155,588
Sale of gas 1,715 282 135
Unallocated " (6,093) 2431 13830
Operating profit 159,650 138,162 176,281

Note:

(1) Unallocated includes items not related to cac#ivities — transport and transit.

In the year ended 31 December 2006, operatingtprafieased by 27.6% from RON 138,162
thousand to RON 176,281 thousand as compared tgetieended 31 December 2005. The
increase in operating profit was driven by an iaseeof 18.6% in the profit for the international
transit business due to lower maintenance expemsgdy an increase in operating profit of
56.8% in the domestic transport business due toehigevenue growth compared with expenses.
In addition, profit from operations includes norueing gains from sale of intangible and
investment amounting to RON 20,271 thousand.

In the year ended 31 December 2005 operating pdeftteased by 13% from RON 159,650
thousand to RON 138,162 thousand as compared tgehie ended 31 December 2004. The
decrease in operating profit was due to the deereasoperating profit of 28,8% in the
international transit business due to higher maemee expenses, and was partly offset by an
increase in operating profit in the domestic tramspusiness.

Financial income and financial expense

Financial result comprises financial income (erderiest receivable on funds invested, foreign
exchange gains) and financial expense (e.g. iritpmgble on liabilities and foreign exchange
losses).
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For the year ended 31 December 2006, the net fimaresult rose to a gain of RON 17,797
thousand from a loss of RON 22,384 thousand inyiéa ended 31 December 2005. This
improvement was due to a higher foreign exchangelramounting to RON 31,613 thousand,
because of RON appreciation, while the net interestilt remained stable amounting to RON
13,015 thousand.

For the year ended 31 December 2005, the net fimlaresult declined to a loss of RON 22,384
thousand from a gain of RON 9,186 thousand in e ¥nded 31 December 2004. The negative
net financial result was due to a net foreign ergealoss amounting to RON 8,625 thousand,
due to RON depreciation against USD, while theimtetrest result remained close amounting to
RON 13,724 thousand.

Income tax
Income tax on the profit or loss of the period coisgs current and deferred income tax.

As of 1 January 2005, the nominal income tax ratRdmania has been lowered from 25% to
16%. Though the Issuer only operated in Romania leadl no subsidiaries outside Romania
differences between IFRS, Romanian Accounting Stadsdand Romanian fiscal regulations
lead to divergent effective tax rates in the pesiodder review.

In the year ended 31 December 2006, the Issuerrggtuncome tax expenses of RON 32,517
thousand, being equivalent to an effective tax oatks.75%.

In the year ended 31 December 2005, the Issuerrgatincome tax expenses of RON 19,774
thousand, being equivalent to an effective tax oate7.08%.

In the year ended 31 December 2004, the Issuesteegd a revenue from an income tax release
of RON 55,224 thousand due to a revenue from adeféncome tax, resulted from a reduction
in the nominal tax rate from 25% to 16%, which ldadhe recognition of a portion of the
deferred income tax as revenue.

The accounting differences between IFRS and the &R@an Standards, which cause the
deferred income tax issue, mainly arise in connacwith the depreciation of assets restated in
accordance with the application of IAS 29 and tlféeent treatment of the public property
assets depreciated only under IFRS.

Net profit for the period

In the year ended 31 December 2006, net profit bysabout 68% compared to the year ended
31 December 2005 and reached RON 161,561 thou3dsl.increase resulted from a higher
operating profit and a higher net financial result.

In the year ended 31 December 2005, net profitbiglabout 57% from RON 224,060 thousand
in the year ended 31 December 2004 and reached 14 thousand. This decrease was due
to a lower operating profit, net financial loss dahd reversal from a tax release in the year ended
31 December 2004 to a tax expense in the year e3td&dcember 2005.
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6. Liquidity and Capital Resources
Liquidity
During the reviewed period, the Issuer’'s capitalcture experienced reduced leverage as long

term debt decreased from RON 200,845 thousand &4 december 2004 to RON 130,071
thousand as of 31 December 2005.

The Issuer has contracted long-term debt in foreigmencies (EUR and USD), the majority
having floating rates. The Issuer contracted loos the following financial institutions:
BIRD, Gazprombank, Raiffeisen Bank, ABN AMRO andbahca Spa.

On the short term, the Issuer has contracted twa facilities from BRD and ABN AMRO
Bank, that it uses as credit lines. These are i@dthancing the Issuer’s current operating needs
only for making the payments in case of shortagagher information concerning loan facilities
are presented in Chapter Xl — Important contracts.

The investment program during the reviewed periags wnainly financed through retained
earning as the Issuer was allowed to retain thieleind for the year ended 31 December 2003
and 31 December 2004 (net of related dividend tax).

According to the information provided by the Issuire investment programme for the year
2007 is mainly financed out of own sources. Addisibloans will be contracted if the own
sources prove to be insufficient.

After 30 June 2007, the Issuer signed a long tewam Icontract with Unicredit Tiriac for
100,600,000 RON with a tenor of 5 years, in orddirtance its investment plan.

The following table shows the Issuer’'s cash flow floe years ended 31 December 2004, 31
December 2005 and 31 December 2006.

Year ended 31 December

RON thousand 2004 2005 2006
(audited) (audited) (audited)
Profit before taxation 168,836 115,778 194,078

Adjustments for:

Depreciation and amortisation 154,524 161,203 165,297
Impairment loss of property, plant and equipment ,3083 - -
(Profit)/Loss on disposal of fixed assets 6,371 7,743 (13,826)
(Release)/Provisions for liabilities and charges AT2 495 (11,691)
Provision for employee benefits 1,300 800 150
(Release)/Provisions for debtors and inventories 4,547) 4,099 10,100
Bad debts written off 2,450 85 -
Net interest expense 12,899 13,724 13,015
Effect of exchange rate changes on non-operatimgsit (25,640) 9,829 32,026
Operating profit before working capital changes 336,919 313,756 389,149
(Increase)/decrease in trade and other receivables 101,635 (23,101) (20,225)
Decrease/(increase) in inventories (2,756) 2,558 2,952
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Increase/(decrease) in trade and other payables 9220 21,002 9,407
Cash generated from operations 414,875 314,215 381,283
Interest paid, net (12,769) (13,813) (12,870)
Income taxes paid (65,314) (54,592) (35,628)
Net cash inflow from operating activity 336,792 245,810 332,785

Cash flow from investment activities

Payments to acquire property, plant and equipment 283,020) (223,228) (147,176)
Proceeds from disposal of property, plant and egaimt - (7,743) 20,272
Dividends received 8 32 -
Sale of financial investments - 1 1,157
Acquisition of financial investments _(233) - -
Net cash used in investment activities (284,145) (230,938) (125,747)

Cash flow from financing activities

Dividends paid (32,960) - (71,391)
Proceeds from long term borrowings 9,937 6,562 -
Repayments of long term borrowings (50,150)(13,849) (104.678)
Net cash used in financing activities (73,173) (7,287) (176,069)
Net change in cash and cash equivalents (20,526) 7,585 30,969
Cash and cash equivalents at the beginning ofdhe y 42,911 22,385 29,970
Cash and cash equivalents at the end of the year 385 29,970 60,939

Cash flow from operating activity

In the year ended 31 December 2006, net cash flom bperating activity increased to RON
332,785 thousand compared to RON 245,810 thougaridei year ended 31 December 2005
mainly due to a higher profit from operations. Véhdash generated from operations increased
by about 21% compared to the year ended 31 Decei¥s, net cash flow from operating
activities increased by 35% mainly due to loweome taxes paid.

In the year ended 31 December 2005, net cash ftom bperating activity dropped to RON
245,810 thousand, compared to RON 336,792 thousatite year ended 31 December 2004
mainly due to lower profit from operations and wiatk capital changes. While operating cash
flow before working capital decreased by about Mmpared to the year ended 31 December
2004, the change in working capital negatively iotpd the cash flow as compared to positive
working capital changes in the year ended 31 Deeer20d04.

In the year ended 31 December 2004, net cash ffom foperating activity reached RON
336,792 thousand. Changes in working capital hady@ificant positive contribution to the net
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cash flow from operating activities amounting to R@7,956 thousand caused by a decrease in
trade and other receivables as major clients dettierdue balances (SC Distrigaz Nord S.A.,
SNP Petrom S.A)).

Cash flow from investing activities

The Issuer has acquired property, plant, and ecgemprhaving a cash flow impact of RON
147,176 thousand in the year ended 31 December, RO6! 223,228 thousand in the year
ended 31 December 2005 and RON 283,920 thousaheé year ended 31 December 2004. For
a closer description of investments in propertgnpl equipment and intangibles, see Chapter
VIII — Section — Investment Policy.

The cash inflow of RON 20,272 thousand in the yarated 31 December 2006 mainly relates to
the sale of domestically produced intangibles tdGBNRomgaz, amounting to RON 18,051
thousand. The cash inflow of RON 1,157 thousanates|to the sale of investment in Banca de
Creditsi Dezvoltare Romexterra SA.

Cash flow from financing activities

Cash flow from financing activities in the periodder review comprised the dividends paid,
long term borrowings and the repayment of long tbarrowings.

Net cash used in financing activities in the yeatezl 31 December 2006 rose from RON 7,287
thousand to RON 176,069 thousand as compared tgetlieended 31 December 2005 due to
dividend payments of RON 71,391 thousand and repaysnof long term borrowings of RON
104,678 thousand.

Net cash used in financing activities in the yaailesl 31 December 2005 decreased from RON
73,173 thousand to RON 7,287 thousand as compartx tyear ended 31 December 2004 due
to the lack of dividends paid and lower repaymenisng term borrowings.

Net cash used in financing activities in the yeadesl 31 December 2004 amounted to RON
73,173 thousand and comprised dividend paymentsepayments of long term borrowings.

Liabilities
The following table summarizes the maturity struetaf the liabilities, provisions and deferred
income recorded on the Issuer’s balance sheet 2k bEcember 2006:

RON thousand Up to 1 year Over 1 year Total
Long term borrowings (audited) - 130,071130,071
Short term borrowings including current portion

of long term borrowings (audited) 65,709 - 65,709
Trade payables (audited) 79,354 - 79,354
Other payables (unaudited) 87,654 51,718 139,372
Current income tax liabilities (audited) 16,859 - 16,859
Deferred tax liability (audited) 5,799 125,828 131,627
Deferred incomél) (audited) - 49,144 49,144
Provision for liabilities and charges (audited) 782 - 1,278
Provision for employee benefits (audited) - 11,45211,452
Total liabilities 256,653 368,213 624,866
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Notes
(1) Deferred income consists in connection fees chargedistomers for connecting them to the gas
transportation network. This sum is non-repayabid aon-interest bearing.

Other payables over 1 year as set out in the &inl@e represent additional distribution payables
(late payment interest for declared and unpaiddédivils) to the Ministry of Economy and
Finance for the period 2000 — 2003. The Issuer'gorita shareholder has informed the
management that the payment of the penalties willldferred until further notice, allowing the
Issuer to use of the respective amount for comipto develop de network.

Currently, Transgaz has a BB+ rating with posiiglook for long-term corporate loans from
Standard & Poor’s Rating Services.

7. Assumed investment commitments

According to the Addendum no. 2 to the Concessigne@ment, the Issuer is obliged to carry
out investment and repair works amounting to ROBR29.,84 million during the period 2007-
2011 (for more information see Chapter VIII.3 —déstment Policy).

8. Legal and arbitration procedures

The Issuer states that it has not been involvegbirernment or arbitrage procedures (including
any such ongoing or potential procedures knowréol$suer) in the last twelve months at least
that might have or recently has significant effeots the Issuer’'s financial condition or
profitability.

On 30 June 2007, the Issuer was involved in a nurobditigations, both as plaintiff and
defendant. We list below the litigation with aniestted value exceeding EUR 100,000 or
equivalent, litigation the value of which has neeh determined yet or having an object which
cannot be assessed in money, which are relatduetéssuer’s specific activity, as well as the
litigation and notices according to Law no. 10/2001

Litigations in which Trangaz has the quality of defdant - litigations with a value exceeding
the equivalent of EUR 100,000 or the value of whibhs not been determined or having an
object which cannot be assessed in money

The Issuer, as defendant, is involved in a numibedlaolitigations with a value exceeding the
equivalent of EUR 100,000 or the value of which has been determined yet or having an
object which cannot be assessed in money, thesedhav general, the following objects:

. payment of certain amounts of money based on cantabrelationships;

. actions for claims consisting in the payment ofeimsities for not having used certain
plots of land in private property;

. actions having as object the obligation to do, esfjag (i) to modify/change the course or
certain natural gas underground pipelines, in ocedases indemnities being claimed for
not using and/or for the rent due for using theljg(i) to restore the plots of land to the
initial conditions, together with damages interg§ig to commission certain natural gas
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supply systems; (iv) to carry out works relatedntadural gas systems; (v) to elaborate
documentations or to supply information;

. actions for annulment of certain assessment decistd the assessment commission in
case of some public procurement tenders;

. actions for claiming certain plots of land.

Litigations in which Trangaz has the quality of piiatiff - litigations with a value exceeding
the equivalent of EUR 100,000 or the value of whikhs not been determined yet or having an
object which cannot be assessed in money

The Issuer is party, as plaintiff/ creditor, in lithations with a value exceeding the equivalent
of EUR 100,000 or the value of which has not beeteminined yet or having an object which
cannot be assessed in money, as follows:

. The Issuer has the quality of plaintiff/creditorli@ commercial cases, having as object the
insolvency procedure. In all these cases, the tssueceivable is registered in the
preliminary or final table of receivables, as tlhse may be.

. The Issuer has the quality of plaintiff in 4 litigans having as object commercial claims
representing the value of certain transport sesvisformed for Termoelectrica S.A.;

. The Issuer has the quality of plaintiff in 2 litigens having as object the evacuation from
intervention dwellings.

Information regarding these litigations is contaime Annex 28.

Requests for restitution

The Issuer is involved in a number of 7 notices festitution formulated by individuals
according to Law no. 10/2001, as well as in ongdtton for the cancelling a decision of local
authorities regarding the resolution of a noticsdobon Law no. 10/2001.

The object of these notices is the restitution etain immovable assets or the granting of the
equivalent indemnities, according to Law no. 1020l many cases, the notices submitted
according to Law no. 10/2001 were rejected, whilehsrejected notices may lead to litigation
according to Law no. 10/2001.

At the same time, there are cases in which thestsdeclined its competence to settle the notices
to the competent prefect’s office.

After 30 June 2007 a notice sent by Targu SecuiB®en hall was received, claiming
indemnities in equivalent for a piece of land of94, square meters, formulated by Szabo lleana
Ana. This notice has the same object as of theoradibrmulated by the same person for
cancelling the land book resolution regarding thgistration of the Issuer’s right regarding the
same premises. The Issuer intends to convoke #netiffl for conciliation purposes.

The Issuer was involved in a restitution requeased on the art. 19(2) of Law no. 10/2001,
having as object the restitution, in kind or by ieglent, of the premises located at 20 Piata
Regele Ferdinand, Medias, submitted by Schieb Ddiidegard. According to the final and
irrevocable decision no. 185/A/2006 of the CourfAppeal Alba Iulia, with enforceable title, the
Issuer was compelled to issue a decision by wthiioffered to the plaintiff repairing measures in
equivalent consisting in nominal securities usethm privatization process or shares traded on
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the capital market for the amount of ROL 3,988,348, Therefore, the Issuer issued the
decision no. 50/22.02.2007 by which it ordered ¢kaboration of the file corresponding to the
Methodological Norms for the application of Titldl¥- Conditions for determining and paying

the indemnities for the premises taken over ablsiveof Law no. 247/2005, approved by

Government Decision (HG) nr. 1095/2005, and itsnsigbion, together with the decision of the
Court of Appeal Alba lulia, to the Central Commasifor Indemnities in order to adopt the

decision to grant indemnities.

At the same time, the Issuer is the defendant inmeoction to a claim for the partial cancellation
of the decision made by local authorities in orlesolve a notice elaborated based on Law no.
10/2001.

Information regarding notices / litigations, is tained in the Annex 28.

Administrative procedures

The validity of an ownership certificate (i.e. tbertificate series MO3 no. 9400 of 8 June 2004
issued by the Ministry of Economy and Commerceyjritaas object a plot of land of 2,375.07
sgm was partially questioned (namely for an areal, 868 sgm) in a previous complaint
formulated by the Town Hall of Braila Municipalitygccording to Law no. 554/2004 of
contentious business falling within the competeat@dministrative courts. According to the
information available to the Issuer, this complasnin the process of being settled.

The value of the plot of land for which the owneépshertificate was obtained (namely RON
9,388.47) was included in the Issuer's share capfallowing the completion of the prior
administrative procedure and of a possible civilaarcfor this purpose, the consequences of this
situation will be assessed.

Conciliation notices received by Transgaz

The Issuer received a number of 12 convening netiagrior conciliation, mainly representing
requests to change/modify the course of certainpgaslines or to stop certain works on land
owned privately by natural or legal persons, oreothspects regarding the limitation of the
property right over the land and, in addition, imaeties for not using the land.

In one case, the Issuer initiated the prior coattdn procedure regarding the payment of
transport services.

Information regarding the prior conciliation notsceeceived by Transgaz is presented at Annex
28.

Provisions registered by the Issuer in connectioithwits currents litigations
The Issuer registered the following provisionslitigations, both as defendant and as plaintiff:

The Issuer built a provision for the litigation wiPetrom regarding the Contract no. 1520/1998,
as defendant, the provision being registered in 5200he commercial sentence no.
5373/19.04.2007 rejected the action initiated biydPe for the payment of natural gas supplied
based on the contract mentioned above as not lgrimgnded. Subsequently, Petrom S.A.
initiated the appeal that is currently ongoing amdecision is expected to be communicated. The
provisioned amount was of RON 1,278 thousand oD&ember 2006, having the same value
also on 30 June 2007.
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In 2004, SNTGN Transgaz granted a loan to SC R&s#al for financing its current activity. At
the end of 2004, the balance of this loan was oNR(344 thousand. During the following year,
Transgaz granted an additional amount of RON 724idAnd so that, at the end of 2005, the
final balance of the loan was of RON 3,068 thous&wl Resial S.A.was declared bankrupt and
Transgaz was included in the list of creditors. Témuer is in litigation with SC Resial SA as
plaintiff. During 2006 some assets belonging toF3ial S.A.were sold and Transgaz received
RON 833 thousand, thus diminishing the loan balatc#e end of 2006 down to RON 2,235
thousand. At the end of 2006, Transgaz decideceé&p khe provision for the entire balance of
the loan granted, amounting to RON 2,235 thousarde on 30 June 2007 the provisioned
value was decreased to RON 2,196 thousand.

With respect to the litigations exceeding EUR 100,&uro in which the Issuer is the plaintiff,
the following provisions for receivables depre@atwere registered:

Provision value  Provision value

RON on 31 December on 30 June
Defendant 2006 2007
DELTA TELECOM 2,263,026 2,263,026 Insolvency
MELANA SAVINESTI 127,859 127,859 Insolvency
NECTAR PASCANI 169,192 169,192 Insolvency
NITRAMONIA FAGARAS 3,015,305 3,015,305 Insolvency
SERE BRASOV 3,004,225 3,004,225 Insolvency
SIDERCA CALARASI 999,967 999,967 Insolvency
SIDERMET CALAN 194,495 194,495 Insolvency
TERMOELECTRICA 72,498,395 66,450,263 Value of services
provided
SIRONEX 6,169,835 6,169,835 Insolvency
Total 88,442,299 82,403,167

Significant changes in the financial or commerei@tus

The Issuer states that there are no significantigdg®in the financial or commercial position that
occurred from the end of the last financial period which interim financial statements were

published, namely 30 June 2007. There were nofgignt changes from the data presented in
the Prospectus concering the financial-economicstaf the Issuer.

Net working capital

The Issuer states that, in its opinion, the netkwmgr capital is not sufficient for its current
obligation and, in addition, it has contracted bhrans.

Shareholders’ equity and indebtedness

The Issuer states that the level of shareholdepxstyas per the trial balance on 31.08.2007 is of
RON 1,241,062,604 and the indebtedness rate i9.6836. According to the trial balance long
term debt includes the debt related with the puptmperty, amounting RON 490,809,194. All
the Issuer’s bank loans are guaranteed.
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9. Operations with related parties

According to the definition of related persons fréime Capital Market Law, we may consider
that the companies where the Romanian State holdsests and that may be considered under
the control of the latter are related parties inr@xtion to the Issuer.

According to the provisions of the Capital Marke, related parties are:
a) persons that control or are controlled by the Issu¢hat are under a common control;

b) persons directly or indirectly participating in tbenclusion of agreements for obtaining or
exercising in common voting rights if the sharebjsct to such agreements may offer a
control position;

c) individuals within the Issuer who have managemermontrol duties;
d) spouses, relatives anff'2legree relatives of the individuals mentionedtiets a)-c);
e) persons that may appoint the majority of membetb@issuer’'s board of directors.

In addition, agontrol is defined as the relation between the parent emypand a subsidiary or
a similar relation between any natural or legabparand a company, and a parent company as a
natural person, shareholder or associate of a caynpaone of the following cases:

a) directly or indirectly holding the majority of vaig rights within it;

b) may appoint or revoke most of the members of managé or control bodies or other
persons with decision-making power within the respe company;

c) may have a significant influence on the entity vehielis shareholder or associate based on
some provisions included in the contracts concludkéti the respective entity or in the
articles of association of such an entity;

d) is shareholder or associate of an entity and @pjtointed alone, as a result of exercising
its voting rights, most of the members of managdanwencontrol bodies or most of the
respective branch’s managers during the last twanfiial periods or (ii) controls alone,
based on an agreement concluded with the otheelsblalers or associated, most of the
voting rights.

The Issuer's has ongoing contractual relations i following companies that may be
considered related parties according to the defmiin the Capital Market Law: S.N.G.N.
Romgaz, Termoelectrica S.A., Electrocentrale DevA.,SElectrocentrale Bucuresti S.A.,
Electrocentrale Galati S.A., E.ON Gaz S.A., Disgadgsud S.A., Petrom S.A.and that operate in
the natural gas sector, as follows:

. Regulated contracts for natural gas transport coled with: E.ON Gaz SA, Distrigaz Sud
SA, Electrocentrale Bucuresti S.A., Petrom S.A.rma@electrica S.A., Electrocentrale
Galati S.A., Electrocentrale Deva S.A.

The summary of the main terms and conditions ofeheansport contracts is presented in
Annex 19 — Contracts with related parties.

The contracts for natural gas transport concludgdthe Issuer include the parties’
confidentiality provision, they being obliged, dugithe contract’s validity period, to keep
the confidentiality of the data, documents and rimi@tion obtained based thereon. The
Issuer believes, considering the public naturdnefihformation included in such contracts,
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that the confidentiality obligations are no longelid. Therefore, it is not necessary to
obtain the agreement of the contracting partieshieir disclosure.

. Contract for natural gas acquisition for its owohteological consumption concluded with
S.N.G.N. Romgaz.

The summary of the main terms and conditions af ¢bointract is presented in Annex 24.

The Issuer does not consider related parties &baranian companies mainly held by the state.

The Issuer granted loans to SC Resial SA accortdirige loan contract no. 7677/28 July 2004
for financing its current activity. Considering thaesial SA has subsequently undergone the
bankruptcy procedure, the receivable of TransgamagResial S.A. based on this loan contract
was included in the total receivables amount dutiing bankruptcy procedure. Additional
information is included in Chapter VI - Operatingdafinancial review - Section 8 - Legal and
arbitration procedures: Registered provisions miggr litigations in which the Issuer is
involved.

For granting the loan given on the basis of thetroead loan agreement, the Issuer concluded
an agreement of real guarantee over the supplgadgheld by Resial S.A.

Details regarding the contracts with related partiee included in Annex 19; see also Chapter
XIl — Property, plant and equipment - Land and dingdjs for information on the contracts for
land acquisition concluded with Distrigaz Sud SA.

The Issuer states that there are no contracts har aigreements concluded by it with the
companies in which it holds interests, exceptirgglttan contract signed with Resial S.A. and its
guarantees. .

Transactions and balances in relation to such entés:
Loans to related parties
RON thousand

31 December 31 December 31 December June 2007

Societatea 2004 2005 2006
Loan to Resial SA 2,432 3,068 2,235 2,196
Provision for impairment of
loan (2,432) (3,068) (2,235) (2,196)

Total - - - -
Source: IFRS compliant financial statements

Income from gas sales and gas transport services
RON thousand -

31 December 31 December 31 December 30 June
Company

2004 2005 2006 2007

SNGN Romgaz 135,609 44,124 51,843 2,620
Termoelectrica 12,869 7,282 16,916 11,028
Electrocentrale

Deva SA 6,572 4,690 6,838 2,645
Electrocentrale

Bucuresti SA 67,043 70,588 93,609 50,748
Electrocentrale - 6,778 15,219 7,381
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Galati SA

BAT Medias - - 2 1
Grup Dezvoltare

Retele SA - - - 309
Total 222,093 133,462 184,427 74,732

Source: IFRS compliant financial statements

Note: As of 30 June 2007, the company BAT Mediasnmalonger a related party as, on this date, Miork

Munteanu was no longer general manager within gseiér.
- RON thousand -

Company 31 December 31 December 31 December 30 June
2004 2005 2006 2007
E.ON Gaz
Romania SA 111,707 125,580 148,383 77,502
Distrigaz Sud SA 156,689 136,873 162,331 92,974
Petrom SA 16,971 18,838 32,463 14,243
Source: Transgaz, Management Reports, unaudigedes
Trade receivables
RON thousand -
31 December 31 December 31 December 30 June
Company 2004 2005 2006 2007
SNGN
Romgaz 890 - 68 7
Termoelectrica
(net of
provision) 58,839 28,246 15,207 11,208
Electrocentrale
Deva SA 1,354 385 999 279
Electrocentrale
Bucuresti SA 6,746 7,320 20,516 3,496
Electrocentrale
Galati SA - 880 1,376 564
BAT Medias - - 0 0
Grup
Dezvoltare
Retele SA - 126 - 9
Total 67,829 36,957 38,166 15,563
Source: IFRS compliant financial statements
RON thousand -
31 December 31 December 31 December 30 June
Company 2004 2005 2006 2007
E,ON Gaz
Romania SA 26,036 24,950 29,683 10,734
Distrigaz Sud
SA 37,727 34,478 45,066 13,253
Petrom SA 1,828 2,208 2,761 3,153

Source: Transgaz, Management Reports, unauditedeg

Acquisitions of natural gas from related parties
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RON thousand -

31 December 31 December 31 December 30 June

Company 2004 2005 2006 2007
S.N.G.N.
Romgaz 62,320 91,721 142,056 68,191
Total 62,320 91,721 142,056 68,191

Source: IFRS compliant financial statements

Acquisitions of other services from related parties
- RON thousand -

31 December 31 December 31 December 30 June

Company 2004 2005 2006 2007
BAT Medias - - 1,374 327
Total - - 1,374 327

Source: IFRS compliant financial statements

Debts to suppliers of natural gas
RON thousand -

31 December 31 December 31 December 30 June

Company 2004 2005 2006 2007
SNGN
Romgaz 20,207 43,691 54,116 19,624
Total 20,207 43,692 54,117 19,624

Source: IFRS compliant financial statements

Debts to suppliers of other services
- RON thousand -

31 December 31 December 31 December 30 June

Company 2004 2005 2006 2007
BAT Medias - - 126 45
Total - - 126 45

Source: IFRS compliant financial statements
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Risk Management

Credit risk

Financial assets, which may expose the Issuer edlitcrisk, consist principally of trade
receivables. The Issuer has policies in place sumenthat sales of products and services are
made to customers with an appropriate credit hystbine carrying amount of receivables, net of
bad debt provision, represents the maximum amoxmbseed to credit risk. The Issuer's credit
risk is concentrated in its top 5 clients, whicgdther amount to 85% of trade receivable balance
at 31 December 2006 (31 December 2005: 86%, 31eee2004: 91%). Although collection
of receivables could be influenced by economicdie;tmanagement believes that there is no
significant risk of loss to the Issuer beyond thevjsion already recorded.

Cash is placed in financial institutions, which aomsidered at time of deposit to have minimal
risk of default.

Liquidity risk
Prudent liquidity risk management implies maintagisufficient cash and availability of
funding through an adequate amount of committedicfacilities.

Interest rate risk

The Issuer is exposed to interest rate risk throuighinterest-bearing short and long-term
borrowings, the majority of which are at variabbess. The Issuer has not entered into any
arrangements to mitigate this risk. The Issuemuasignificant interest-bearing assets.

Currency risk

The Issuer incurs substantial amount of foreigmenay denominated long-term borrowings and
is thus exposed to foreign exchange risk. Foreigmeacy denominated assets and liabilities
give rise to foreign exchange exposure.

The Issuer does not have formal arrangements tmatet currency risks of its operations;
consequently, the Issuer does not apply hedginguating. However, management believes that
the Issuer is largely secured from foreign exchamgles as foreign currency denominated sales
are used to cover repayment of foreign currencydemated borrowings.

Fair value estimation

The fair value of financial instruments that are¢ wwaded in an active market is determined by
using valuation techniques.

The carrying value less impairment provision oflgaeceivables and payables are assumed to
approximate their fair values. The fair value afafincial liabilities for disclosure purposes is
estimated by discounting the future contractuahdbmsvs at the current market interest rate that
is available to the Issuer for similar financiadtuments.
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10.Information Regarding Trends

According to the methodology for setting the tarifor natural gas transport services (ANRGN
decision no. 1078/18.12.2003 as subsequently neaifincluding by ANRGN Decision no.
311/2005), the second 5-year regulatory periodrsegn 1 July 2007.

Due to the extension of the negotiations betweerRégulatory Authority and market operators
(besides Transgaz storage operators and naturaligasiers are involved in the process), after 1
July 2007, according to ANRE Order no. 10/18 Juf872 the validity of the tariffs for the
period 1 July 2006 — 30 June 2007 were extendethéoperiod 1 July 2007 — 30 June 2008.

According to ANRE Order no. 33/2007, publishedhe Official Gazette no. 659/26 September
2007 the value of the total allowed income waseygd at RON 955,281 thousand for the first
year of the second regulatory period (1 July 208D June 2008), the new tariffs set based on
this total income become applicable starting 1 Get®007.

The table below presents the key parameters forsdw®nd regulation period based on the
information provided by the Issuer and on the Ratguy Authority orders no. 31/2007, 32/2007,
33/2007, published in the Official Gazette no. @69/September 2007.:

1 July 2007 — 30 June 2012
RON thousand (unaudited)

Operating costs for the first year of 627,174
the regulatory period (1 July 2007 —
30 June 2008)

RoR of the first regulatory period 7.88%

RAB at the beginning of the 1,860,269
regulatory period (including
working capital)

Cumulated efficiency rate for the 8.00%
entire regulatory period (excepting

the technological consumptions

costs)

The annual rate for technological 2.5%
consumption loses

Pass through costs (for the first y 117,466
of the regulatory period 1 july 2007
— 30 june 2008)

Total income is determined as the aggregate oflagiincome and pass through costs. In its
turn, regulated income is computed as the aggregfatperating expenses estimated for this
period (RON 627,174 thousand) and the multiplicatbthe regulated rate of return accepted by
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the Regulatory Authority (7.88%) and the regulatebet base accepted by the Regulatory
Authority (RON 1,860,269 thousand) by the reguladeg@reciation accepted by the Regulatory
Authority.

In order to calculate the transport tariffs, théolwing entry data were considered: total income
for the period, distribution of costs in fixes awdriable according to the Issuer’'s statements,
estimates regarding the transport capacity: 3,@@0tAousand cm/h for confirmed services and
356,446 thousand cm/h for unconfirmed services entiie estimated volume of transported
natural gas is of 16,969.316 million cm.

The following table presents the tariffs applicabdeNTS users starting 1 October 2007, as
compared to tariffs applied before this date:

Measurement Unit 1 July 2006 - 1 July 2007

30 June 2007 (1 October)
— 30 June 2008

Confirmed services reservation RON/1000 cm/h 9.67 10.97
component
Unconfirmed services reservationRON /1000 cm/h 9.14 9.14
component
Volumetric component RON /1000 cm 25.35 37.28
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VIl.  NATURAL GAS MARKET

1. Natural gas regional market

Romania, as member of the European Union, actpafticipates in the effort to build a unique
energy market. The documents of the European Cbandi European Commission show that
the diversification of primary energy sources isteategic priority for the European Union,
considering the forecasted dependence of the Earmopaion on outside sources in 2030, of
70%.

Map of natural gas transport network in Europe.
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As we can notice from the image presented belogvnhin gas supply sources of the European
Union are the Russian Federation, North Africanntoes and Norway. Smaller quantities are
imported from West Africa and Venezuela.

As we can notice from the map presented belowjrgpsrts are to double from 304 billion cm
in 2005 to 715 billion cm in 2030. This consumptimerease is to be secured mainly from
increasing the volumes imported from North Afridhe Russian Federation, Central Asia,
Middle East and Norway. Russia is to become thenrgas supplier for Europe, with a quota of
approximately 30% of total imported volumes by 2030
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Gas export potential of the main producers to the Hropean Union, Switzerland and
Balkan countries
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In order to bring these reserves to the consumptiace safely and at competitive prices, as well
as in order to diversify the supply sources, thangport infrastructure must be developed
thoroughly. The image below presents the priortjgrts decided by the European Commission
and European Council in 2004 (when Romania wasnaoshber of the European Union, but only
in the process of accession).

As we can notice, projects are grouped in termgprafrity axes. One of the most important
projects in the Nabucco project, for which the B@@n Council decided to appoint a European
Coordinator, naming this project among the 6 piyogrojects in the field of trans-European
energy networks. The route of this project poinis ance more Transgaz role as the company
operating the most developed transport system enattea, being the operator of the largest
natural gas market in the region.
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Gas projects of European interest and project prioity axes for the years 2007-2015
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On a regional level, Romania is member of the BheZgmmunity of South East Europe
(ECSEE), a political initiative the purpose of whics to replicate the requirements of the
European Union acquis communautaire in the aréw Most important document is the
“Energy Community Treaty” signed at Athens on 25dDer 2005 and entered into force on 01
July 2006.

The participants to this initiative are: Austriareg®ce, Hungary, Italy, Slovenia, Albania, Bosnia-
Herzegovina, Bulgaria, Croatia, Former Yugoslavikapublic of Macedonia, Romania, Serbia,
Montenegro, Turkey, United Nation Interim Admingtion Mission in Kosovo. The Republic of

Moldova was appointed observer.

The reform plan in the natural gas field was adbjpethe Memorandum of Athens in 2003. The
main commitments in the field are:

. to create an integrated regional market for thetetéty and natural gas networks and the
integration of such a market in the community inémarket;

. to establish common rules for the transport, diation, supply and storage of natural gas;
. to form national authorities in the energy fieldgulators, transport operators;

. to decide action plans compatible at countriesélem the field of electricity and natural
gas;

. to set up embryonic mechanisms for solving disputes

. to open the markets according to EU commitmentswith a convenient transition period
(all the non-residential markets to be opened @ol5);

. to separate the activities in vertically integratgitities companies;
. transparent authorization procedures for the nénwastructure;
. an anti-corruption programme;

. to implement network codes and other technical eochmercial codes necessary for
market functioning;

. regulated third parties’ access to the networkfftaystems encouraging trade and the
necessary technical codes for the functioning refggonal system based on trade.

In general, the countries in the region are divigdetivo types due to the absence of natural gas
in Western Balkans, countries with mature natusal gparkets and countries with developing gas
markets. As a consequence, the actions of thesggrof countries will be different at the
beginning. Still, there are two inter-correlateddderm objectives:

. securing an alternative supply route through Turkey

. extend the natural gas market in South-East Europ@)ly in the Western Balkans, where
there are no gas pipelines at present.

ECSEE benefits from the help of the following dadhat meet at least twice a year for
coordination purposes: European Commission, EBRyrldVBank, BEI, USAID, CIDA,
International Energy Agency, Italy, France, Germa8witzerland, Czech Republic, Greece.
Great Britain is associated through EBRD.

The Stability Pact is a sponsor of the Athens mecas well as a member of the Coordination
Group for Infrastructure and of the donors’/finarstgroup.
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The South-East Europe area is eligible for the THEprogramme of the European Commission —
DG TREN that identifies the European priority peigefor energy infrastructure. In connection
to the Balkans area, the following projects of camnnmnterest are considered:

. develop natural gas interconnections between Graedeother Balkan countries and EU,
Greece - ltaly, Austria — Turkey (via Hungary — Roma — Bulgaria — Greece), Austria —
Slovenia — Croatia;

. develop the transport capacity (supply pipelinestwieen the Caspian countries and the
EU;

. increase the underground storage capacity in Italy.

Nabucco project is considered a priority at allisien levels in the European Union and the

Energy Community of South East Europe. The imadevweresents the approved route, as well
as a parallel priority axis that would bring natgas from the Caspian area to Western Balkans:

Route for supplylng gas from the Caspian Sea to Cémal Europe.

UBLIKA > VT

~ woLD o V.
M 2 “ M V4 / N/,\/ [ ]
> = 4 \ = - ygl

‘\ Baumgdrten— ¢
\)

. ¢ " oS / SOURIYA | IRAN
1 3 S { R g 5 J IRAQ (
L = N ] b Z 4
// S e
.| Existing gas network
\ MALTA 99
) " . -
y W Priority project (pipeline)
// o . . . .. . P .
2 s | WmE Major pipeline with links to a priority project
e an - R =\
S Yy \ > N \ | < =
lISIA - y D . /* \ § ) S ‘\\ )\/\‘\
[— | { . 4 \ / \ / if ‘\

& A \ \ a— - / -l \
Source: www.wikipedia.org

At the same time, the Russian Federation aims taimla market share as large as possible on
the South-East European market, where consumptareases quickly. At present, natural gas is
supplied to the Balkan from Russian Federationgusio routes:

. through the pipelines transiting Romania going tibg@ria, Turkey and Greece

. through the Blue Stream pipeline that starts froiacB Sea seaside, crosses the Black Sea
and reaches the Northern coast of Turkey.

Another aim of the Russian Federation is to tramsféthe Western Balkans Area, which, at
present, develops a natural gas network, into aawstomer. For this purpose, it intensifies its
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political and economic efforts in order to promat@ew pipe route called South Stream. This,
financed 50/50 by the Italian group ENI and the $fars group Gazprom, was to cross the Black
Sea over 900 km (reaching depths of 2000 m) aratitg natural gas to Bulgaria, where two
possible routes might be identified:

. through the countries of former Yugoslavia to HumgaSlovenia, Austria — route
apparently liked by Russia, due to new customarthi® Russian natural gas;
. through Italy, according to the agreements alreamhcluded.

At present, not many precise maps of the routended for the South Stream were published.
Several countries, including Greece, Bulgaria anthdgéry signed agreements with Russia for
participating in this project, but without statititat Nabucco project has a reduced importance.
Gazprom and ENI agreed a quantity of 30 billionicubeters of natural gas to be delivered per
year, but the pipeline size will be determinedratte elaboration of a feasibility study.

2. Local natural gas market

Legal framework of the natural gas market

During the last years, the Romanian natural gagkebdias undergone significant transformation
due to the sector reorganisation and restructuang the development of the regulatory
framework following the sector’s dynamics and immpéntation of the community’s regulations
in the national legislation.

The restructuring of the natural gas sector was sistained by the evolution of the duties of
public authorities, aimed at adapting to the newcstires of the natural gas sector, as well as to
the new forms of collaboration with European stuoes.

Structure of the Romanian natural gas market

According to Gas Law no. 351/2004 and the GovernrBegision no. 638/2007, the natural gas
market was fully liberalised, with the aim of ciiegta real competitive environment, giving the
consumers the possibility to choose their natuesd gupplier, as well as for increasing the
investments in the sector. New regulations musiriptemented in the following period in order

to obtain the full liberalisation of the naturalsgaarket.

The principles underlying the functioning of theaural gas market consider:
. to promote and assure the competition on the riagasamarket,

. full liberty of eligible consumers to choose theatural gas supplier, based on negotiated
sale-purchase agreements for natural gas

. free access of the participants to the natural gesket to natural gas transport,
underground storage and distribution systems

. obligation to assure the transport public serviggjerground storage and distribution of
natural gas

. undiscriminating treatment for the participantshte natural gas market

The implementation of full liberalisation of thetaeal gas market at this moment needs legal
clarifications concerning the regulated segmerdrpgo deciding the full opening of the market,
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namely the segment corresponding to captive consuoategory, and depends on their exercise
of the right to choose their supplier.

Until the introduction of the necessary notions amethanisms into legal regulations, according
to Gas Law no. 351/2004, the natural gas marketiraes to be formed of two segments,
namely the competition segment and the regulatgaohset.

The competition segment of the market refers tarhding of natural gas between suppliers and
eligible consumers. In the competitive segmentgsriare formed freely, based on demand and
supply and on competition mechanisms.

The regulated segment of the market consists uralagas supply at a regulated price and based
on framework contracts to consumers and naturaloaridgal monopoly activities, based on
regulated tariffs: administration of commercial tants and the contractual balancing of the
domestic market, natural gas transport, undergratoichge, distribution, transit, except for the
transit carried out through dedicated major pigsinFor this segment of the market, the tariff
and prices systems are set by the Regulatory Aityhoased on the methodologies elaborated
for this purpose.

Competent authorities in the natural gas field

At present, following the recent unification of theain regulatory authorities in the field of
electric power and natural gas, the regulatory @itthin the field of natural gas is the National
Regulatory Authority in the Field of Energy (ANREQNn autonomous public institution co-
ordinated by the Prime Minister. ANRE elaboratggpli@s and monitors the compliance with the
mandatory regulations at the national level, neddedhe functioning of the natural gas sector
and market in an efficient, safe, competitive, $rzarent, undiscriminating manner, protecting
the consumers and the environment.

The main duties of the Regulatory Authority in thetural gas sector are:

. to elaborate, approve and apply the regulationshi@rorganisation and functioning of the
natural gas market in order to assure the contiratd safety of natural gas supply to
consumers

. to assure the full liberalisation of the naturad gamestic market

. to elaborate, approve and apply the criteria anthaus for approving the prices and for
setting the regulated tariffs in the natural gagme

. to establish the validity terms of the licensescdpeto the sector, as well as how these are
granted

. to elaborate and approve the framework agreemenkeinatural gas sector

. to monitor the natural gas domestic market, to dgmpth the regulations regarding the
organization and functioning of the natural gaskear

The Government, the Ministry of Economy and Finaacd the other specialised institutions of

the central public administration take measurexrder to achieve the objectives included in the
governing plan elaborated based on the Policyennttural gas field and examine the status of
the compliance. The Ministry of Economy and Finaetaborates the policy in the natural gas

field and assures that it is complied with accogtyin
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Participants to the natural gas market
The participants to the natural gas market aréal@ving:

. natural gas producers — entities holding an oikagrent and supply license, the specific of
which is the production of natural gas for sellmgposes;

. natural gas suppliers — entities holding a supplgnise for natural gas that carry out
trading activities of selling-buying natural gased on the supply contracts;

. natural gas transporter (NTS operator) — entitglimgl the transport license for natural gas,
as well as the concession of the natural gas taahservice and the related public property
items, that carries out the transport of the nhwgaa through the NTS (activity considered
public service of national interest). The operatiothe national transport system for natural
gas is the Issuer;

. natural gas distributors — entities holding licenk® natural gas distribution, as well as the
concession of the natural gas distribution servicat carry out the natural gas transport
through a distribution system with pressures oftau bars inclusively, in one or more
limited areas;

. natural gas underground storage operators — enkib&ling the storage license, as well as
the concession agreement for the natural gas €i@axyice and the related items, as the
case may be, that carry out all the activities apdrations for or in connection with the
reservation of storage capacity in the undergrostodages and for the injection, deposit
and extraction from these capacities of certaimgjties of natural gas;

. eligible consumers — consumers that can choosedbppliers and that have access to the
system;

. captive consumers — consumers that, due to regylatasons, cannot choose their
supplier. Considering the full openness of the retgas market starting®1July 2007,
which gives all consumers the possibility to chotisar supplier freely starting with this
date, the notion of “captive consumers” will hawelte redefined considering the new
market conditions.

Authorisations, licenses and concessions in the ienatural gas

In order to set up, function and/or change somedyrtion, transport, storage, transit and
distribution capacities of natural gas, as wellascarrying out supply, transport, storage, transi
and distribution activities in the natural gas eecRomanian or foreign entities must hold
authorizations and/or licenses issued by the RegylAduthority based on specific regulations.

With respect to the goods publicly held relatech&dural gas transport and storage objectives/
systems, as well as the transport, storage andbdison of natural gas, these are subject to
concession to Romanian or foreign entities.

Details regarding the goods related to the NTSrare@ded in Chapter XII — Property, Plant and
Equipment.

Prices and tariffs in the field of natural gas
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In the natural gas sector the following two priegegories apply, connected to each segment of
the natural gas domestic market:

. regulated — determined by the Regulatory Autlgobased on its own methodologies
elaborated for this purpose for the supply to corexs that do not exercise their right to choose
the supplier, based on framework contracts, coomdipg to a regulated segment de facto,
which continues to exist as the consumers do netcese this right although the natural gas
market is fully opened, according to the legal simns in force;

. negotiated, which form freely based on the demand offer, as a result of competition
mechanisms related to the competition segment, deimg the trading of natural gas between
suppliers and eligible consumers.

The tariffs related to the services carried outhi® natural gas field, as natural monopoly, are
regulated by the Regulatory Authority based onaten methodologies elaborated for this
purpose and comprise the natural gas transpottibdison and underground storage activities.
The regulated prices and tariffs in the natural gastor are approved by the order of the
president of the Regulatory Authority and are mh#id in Romania’s Official Gazette.

The prices for natural gas, as well as the tafdfghe services carried out must be conceived so
as to help:

. to obtain a value as close as possible to th&ehaalue of alternative fuels, promote the
competition on the natural gas market, diversify sources supplying natural gas and increase
the safety of supply;

. recover the costs borne with prudence in conoedb regulated activities and subsequent
activities, assure a reasonable return on revenuehé capital invested in regulated activities,
stimulate the development of natural gas productitvansport, storage and distribution
capacities, attract foreign investments and tedyyotransfer;

. save power at the end consumers;

. discover new resources and develop natural gasves;

. improve the quality of natural gas and serviaavjgted to consumers.

The principles that form the basis of elaboratihg regulations regarding price and tariff
systems for regulated activities are the following:

. stimulate the efficient use of natural gas, asdhe service quality, assure the calorific
power of natural gas, promote competition on theunah gas market and protect consumers’
interests;

. eliminate cross subsidies and/or unjustifiededéhce between the types of consumers or
the manner in which natural gas is used,;

. prevent speculations and speculative behaviauth® natural gas market;

. encourage the shift of demand during peak consomperiod to reduced consumption
periods.

Development of the natural gas market — future pectves according to Energy Strategy of
Romania for the period 2007-2020 (Final documelitSéptember 2007)

The market model proposed to be developed accotdirtige Energy Strategy of Romania for
the period 2007-2020 contains the following refeévasues regarding natural gas transport:
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. Transgaz, as transport operator, is to be firsiganeutral regarding the costs for balancing
the NTS;

. NTS will be operated based on a concept of dabydual balancing in order to assure the
safe operation of the system;

. the market operation activity, currently focusea monitoring the mixture import/total
consumption, will be strictly maintained until elimating the differences between the prices of
imported gas and the ones produced locally;

. the imbalance fees applicable to network userd generally reflect the costs of
imbalances’ consequences;

. wholesale prices may vary during the entire yaacording to the marginal cost and other
fundamental aspects of the market;

. wholesale prices will not be regulated and wafleéct both long term contracts, as well as
the market value of flexible short term supplies.

The development of the gas market in the followyagrs considers the following:

. develop competition between gas suppliers;

. continue the implementation of ‘cap’ tariff mettwdogies;

. stimulate the formation and/or rehabilitation dme natural gas ores in order to
increase the natural gas produced domesticalljianiickhe dependence on imports;

. license new suppliers that carry out transactmmghe wholesale market, in order to

diversify import sources.

At the same time, according to the Energy Stratdfggomania for the period 2007 — 2020, the
intention is to continue the process of aligning thatural gas price at producers to levels
comparable to the import price through the graduaiease of the price of domestic production
so that, depending on the evolution of price fopamed gas and the financial capacity of the
consumers in Romania, the price convergence bednebttaas soon as possible - based on a
realistic calendar, in compliance with the commyleitegulations regarding subsidies and state
aids. The alignment of the prices will be achiegeaidually, taking into account the increase in
population’s purchasing power and the general imphthe prices of natural gas on the national
economy, on the prices of other utilities and oncrmaconomic indicators. Likewise, in
accordance with the requirements unifying localale¢gamework to the legislation, the
community procedures and the general specific enamdramework of European Union, a
major objective is setting the final prices for ural gas supply to consumers which do not
exercise their eligibility, in conditions of econanefficiency, respectively of recovery of the
costs resulted from the activities of productidorage, transport, distribution and supply.

Romanian natural gas market - overview

Size of gas market

In 2005, out of the total consumption of 17.7 bitlicm, the domestic natural gas production
represented approximately 12.5 billion cm, and difteerence was imported from the Russian
Federation. The entire quantity of natural gasdpeed internally and imported, was directed to
the domestic market. At the end of 2005, the tatmhber of consumers was of 2.41 million.
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History of the volumes of domestically produced andmported natural gas during the
period 2003 — 2006.
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2003 2004 2005 2006

@ Domestic production B Imported gas

mn. cubic meters 2003 2004 2005 2006
Domestic production 12,636 12,504 12,575 12,06p
Imported gas 4,940 5,041 5,169 5,778

Source: Romanian Energy Strategy for the period728020 (final document™4September 2007)

The analysis of the above data emphasises cem@ioriant aspects:

changes in outside temperatures and the summetiaduesch year make variations’ trend
inconsistent — consumption for heating purposdshsis a significant weight;

domestically produced gas drops constantly angeight into total domestic consumption
keeps on reducing;

the domestic consumption dropped because of econestryicturing, increase of energetic
efficiency and grounding of fuel prices on econorbi@gses transmitting more correct
messages to users regarding the weight of primaeygg into their production prices or
the price of gigacalorie used for heating.

Players on the gas market
The Romanian natural gas sector is complex, inotuthe following companies:

Producers such as: S.N.G.N. Romgaz, Petrom S.Acodro Energy, L.LC. New York
Operators of the storage systems: S.N.G.N. Ronigzomures S.A., Amgaz S.A.
Transporter and operator of the transit systerm3gaz

Distributors: Distrigaz Sud S.A., E.ON Gaz RomasiA., Petrom S.A., Congaz S.A. etc.
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. Suppliers: Distrigaz Sud S.A., E.ON Gaz Romania.SKansgaz S.A., Petrom S.A,
S.N.G.N. Romgaz S.A., Congaz S.A., Amromco EnetgyC. New York, Depomures
S.A. etc.

. Eligible consumers: 329 (as of 1 January 2006)

. Importers: Distrigaz Sud S.A., E.ON Gaz Romania.ST&rmoelectrica SA, Wirom SA,
etc.

Scheme of the Romanian natural gas market:

PRODUCTION & SUPPLYI TRANSPORTATION DISTRIBUTION
NATRALGAS  —, ] ' RESIDENTIAL
A | AND DOMESTIC
—>  CONSUMERS
(S.N. ROMGAZ S.A.) | | (POPULATION|
|
Fixed price on
I /q:\ ;
NATURAL GAS | TRANSGAZ S.A. I LICENSED AND consumplion
E%‘éﬁs&i T 1, NATURAL GAS N AUTHORIZED |
(SNP PETROM) | TRANSPORTATION I l;fgruz g;\:
| NATIONAL COMPANY I
: (Transportation system operator) |
NATURAL GAS | ! L,
INDEPENDENT —| I INDUSTRIAL
PRODUCERS H | CONSUMERS
(areas in concession) T T
I \\
I The price is set on a
| | contractual basis
NATURAL GAS :

SUPPUERS  —> —— Natural gas flow

|
| — Cash flow
|

|
|
I Regulated Market

Competitive Market Regulated Market
Source: Managements Accounts

According to the Activity Report issued by the Riegory Authority for 2005, 4 producers, 1
transport, dispatch and transit operator, 3 undergt storage operators, 52 suppliers, 28
distributors were active on the natural gas market.

According to the web site@ww.anrgn.rg as of 14.06.2006, the following were granted:

. 169 authorizations for setting up distribution neitks;

. 715 functioning authorizations for distribution wetks;

. 10 functioning authorizations for technical inséitbns in connection to natural gas
storage (for 3 economic agents);

. 73 licences for the supply of natural gas on theledale market;

. 35 licences for suppliers obliged to supply natges to captive consumers;

. 1 licence for natural gas transport;

. 3 licences for natural gas storage;

. 1 licence for natural gas dispatch;

. 1,907 licences for natural gas distribution, foropierators;

. 1 licence for natural gas transit.
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Evolution of gas market

In 2001, the Regulatory Authority started the refoof the prices and tariffs system in the
natural gas sector, considering the liberalisatbdbrthe domestic market, the elimination of
crossed subsidies between various categories cfuocogrs and the implementation of a new
system reflecting the effective costs of naturad gapply, stimulating the investments in the
sector.

The first stagen reforming the prices and tariffs system in tiaural gas sector consisted

in the implementing the regulation of the pricesplamable to natural gas captive

consumers:

o elaborate the guide for the implementation of teeeyal framework provided by the
law for establishing the prices and tariffs in ttegural gas sector;

o implement the ‘service value’ method as basic mpiecfor the calculation of tariffs
for system services - transport, storage, distiobgit

At the same time, the system of different tarifts fransport, storage and distribution
services, depending on the origin of the natural(damestic — import) was eliminated and
a single tariff system at a national level was enpénted. Subsequently, this allowed a
single price for all the consumers.

The second stageonsisted in differentiating the prices and tariffspending on the

technical solutions for supply to consumers, diyeétom the NTS or from classical

distribution systems. In order to decide the regaaprices and tariffs, a ‘cost-plus’

methodology was used. At the same time, the ‘maing’ fix amount was no longer

included in the structure of the regulated price ¢overing the storage costs, while
different tariffs for each underground deposit weeg¢ allowing third parties to access the
storages and to acquire natural gas from underdraamehouses.

During the third stageof the implementation of the prices and tariffs tegss, the
Regulatory Authority aimed at differentiating théstdbution tariffs for the supply of
captive consumers served through the distributy@tesns. The differentiation was made
by categories of consumers, defined depending enatinual consumption, maximum
installed debit and the consumer characteristieaxth category. At the same time, the
tariffs are differentiated depending on the covetetribution area and the operator of the
distribution system. In the future, for this staties tariff for transport services will remain
the same for the entire country, namely the “m&ahg” type. At the same time, the
methods for calculating the regulated prices amiffsawere changed: for underground
storage and natural gas transport the “revenue-cegithodology was implemented, while
for regulated distribution and supply, a “price-tapethodology was implemented.

The fourth stageof the implementation of the prices and tariff syst aims at
differentiating the transport tariff depending onstdnce, reserved capacities and
transported volumes of natural gas, namely the aurt» type.

In May 2006, by the common Order no. 102136/530¢3déed by MEC/ANRGN/ANRM, with
the purpose of turning into account the quantibésatural gas on the domestic market and
containing measures for strengthening the dis@plm the natural gas sector, several legal
regulations previously issued were revised andelstt Thus:

o

until the full liberalisation of the domestic naaligas market and the achievement of the
convergence of the price of domestic productiornlite price of imported natural gas, in

Transgaz —Final Prospectus 98



S.N.T.G.N. Transgaz S.A. Initial Public Offering

order to assure an undiscriminating access ohallcbnsumers to the domestic sources of
natural gas, the supply of natural gas to the amesuis made in a mixed manner,
consisting in quantities of current/stored domeptieduction, new gas and imported gas
(current/stored);

the structure of the natural gas mixture is decideohthly by the Market Operator
organised within the Natural Gas National Dispatcléhin Transgaz, considering the
complete and balanced coverage of the demand onnteenal market. The Market
Operator is obliged to supervise the complianceh wifite structure of the natural gas
mixture approved according to the provisions of thentioned order by all the licensed
operators and eligible consumers in the naturakgator;

the structure of the natural gas mixture is postedhe internet page of the Regulatory
Authority;

the weight of natural gas quantities of current dstic production, of new and imported
gas in the natural gas mixture will be the sameafiothe consumers;

for captive consumers, the obligation of complyimigh the structure of the natural gas
mixture belongs to the supplier carrying out thgutated supply activity;

for eligible consumers, the obligation of complyingth the structure of the natural gas
mixture belongs to the supplier, if the latter assuhe entire gas needs of the consumer,
and of the eligible consumer, respectively, in dasevers its needs from more suppliers.

The real market openness degree is given by thghiven total consumption of eligible
consumers that changed supplier or renegotiated¢dh&ractual terms with the same supplier.
According to the statistics of the Regulatory Auttye the real retail market openness degree
was as follows: January 2007 — 52.8%, February 2061.66%, March 2007 — 52.48%, April
2007 — 53.4%, May 2007 — 54.37%, June 2007 — 55,31 2007 — 56.69%.

As long as the production of internal sources duomscover the national consumption and the
imported gas is more expensive than the one praddoeestically, it is difficult to identify a
real competition in the production sector. A menitler of the sources is built, but more for
technical dispatch purposes, considering debitspaesisures and not the cost/price of produced

gas.

In exchange, the competition regarding the supplgnore serious and might grow considering
the implementation of the requirements containe@as Law no. 351/2004 and the Directive
2003/55/EEC regarding legal, functional, organmadl and accounting separation between
distribution and supply activities for verticallptegrated companies. This counterbalances the
possible competitive advantage of the companieshbla the natural monopoly of the public
distribution service in a territory subject to arcession agreement.

Starting £' August 2001, the initial openness degree of theaktic natural gas marketas
decided, representing 10% of the total consumptgistered in 2000. Following this openness
and according to the regulation certifying eligildlensumers, the centralised list of eligible
consumers was approved. The list, containing 17n@wec agents, was published in the
Romania’s Official Gazette.

For 2002, the openness degree of the domesticaha@as market was set at 25%. 41 economic
agents were certified for a consumption of 3.3Tohi cm, corresponding to an effective market
openness degree of 21.29%.
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For 2003, the openness degree of the domesticahajas market was set at 30%. 54 economic
agents were certified for a consumption of 4.8dmllcm, corresponding to an effective market
openness degree of 30%.

For 2004, the openness degoddhe domestic natural gas market was set at 408.effective
market openness degree was of 38.97%, while théeauof eligible consumers increased to 75.

For 2005, the openness degadethe domestic natural gas market was set at ¥0¥ain the
limit of a natural gas quantity of 9.150 billion cifo the 75 eligible consumers existing in 2004,
re-certified according to the changes to the dedtiion regulations, another new 27 eligible
consumers were added. Following the certificatiessgon carried out in June 2005, the total
number of eligible consumers reached 130, withligibdity limit decided based on a necessary
minimum consumption history reduced from 3 millcm/year to 1.24 million cm/year.

For 2006, the openness degmfethe domestic natural gas market was set at 65%otal
domestic consumption. This was possible conside¢hagthe representatives of the civil society,
as well as of consumers, considered it was ap@i@pto accelerate the process of opening the
natural gas market. Subsequently, due to the psegesistered, it was decided that, startifig 1
July 2006, the market openness degree will be %§. 7or 2006, 102 consumers were certified,
while the effective market openness degree wag &18%6.

Transgaz’'s role on the natural gas market, NTS ogigon, dispatch

According to the Government Decision 334/2000, rtf&n object of activity of Transgaz is the
transport, dispatch, international transit of nakgas, research and design in the field of natural
gas transport, assuring the undiscriminating acitei®e NTS for each economic agent.

Transgaz is the technical operator of the NTS anasponsible of its functioning in terms of
guality, safety, economic efficiency and environtaéprotection.

Transgaz role on the Romanian energy market inrgeaed on the gas market in particular is
very important, considering that the natural gasngport activity assures the necessary
connections between producers and suppliers on sie, and between distributors and
consumers on the other side. Transgaz operatesueaheonopoly, the NTS, being the only
holder of a transport license and concession agreemegarding the NTS-related assets and the
public natural gas transport in Romania. Underdh@scumstances, there is no competition on
the transport market, the transport activity befagulated with the aim to recover operating
costs and any investments made to maintain anelaethe NTS at European standards.

The evolution of the natural gas transported thinotige NTS during the period 2003-2006 is
presented in the table below:
Evolution of the natural gas transported in the NTSduring the period 2003-2006

Billion cubic meters 2003 2004 2005 2006
Total natural gas transport services through th& ot 16.1 15.7 16.4 15.2
of which:

- Romgaz and other internal producers 6.7 6.2 6.8 .0 7
- Petrom 4.0 4.4 4.3 3.1
- Import 5.4 51 5.3 51

Source: Transgaz, Management Reports
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According to the estimates of the Regulatory Autlyppublished in Romania’s Energy Strategy
2007-2020, the internal production and the quawnfitynported gas will be:

Forecast regarding domestic production and naturabas imports during the period 2007
2015

Billion cubic 2007 2008 2009 2010 2011 2012 2013 2014 2015
meters

Import 6.1 6.6 7 7.2 7.5 7.8 8 8.3 8.5
Domestic 11.7 11.3 11 10.9 10.8 10.7 10.7 10.6 10.6
production

Source: Regulatory Authority, Energy Strategy af@nia 2007 — 2020 (final document, 8eptember 2007)

With regard to the future evolution of natural gadumes transported through the NTS,
according to the “Romania’s Energy Strategy forpeeod 2007-2020", the actions to be taken
by Romania are:

. Increasing the supply safety as to the mix of epesgurces and as to infrastructure
reliability.

. choose a balanced energy mixture with focus ongustral, nuclear energy and renewable
energetic resources, including the hydro potetitial has not been used yet, conferring to
the energetic sector a competitive and safe supply;

. efficient management and rational and safe operatio Romania’s primary energetic
resources that may deplete and maintain the impbrprimary energetic resources
(limited/controlled dependence) at an acceptahiel |J®n economic grounds;

. Improving the competitive position of local energnd gas markets, correlating these
markets with those at the European level, activdiggaation in EU Energy market
formation and improving the cross border exchangdisthis by keeping in mind the
Romanian consumers and companies’ interest.

. Improving the efficiency over the entire value c¢hgproduction, transport, supply and
consumption)

. Meeting the investment needs of the energy seoboisidering private sources as well
. Meeting the environment protection targets and cedugreenhouse emissions.

. Active participation in the EU efforts for creatirgn energy strategy for Europe,
following and promoting Romanian interests.

In addition to the above, the same documents menijat the chapter “Production and energy
demand forecast”) that the aim is to limit the virigf the “production of electric power by
using liquid and gas fuels. These fuels will bedus®&inly in cogeneration plants, necessary for
providing thermal energy to the population”.

According to the Energy Strategy of Romania 2002020 (final document,of September
2007), natural gas consumption is expected to hasieght increase until 2015. After 2015, the
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relation between imports and domestic productiofi be reversed considering the staged
depletion of natural gas domestic reserves.

Dispatch, building the gas balance and basket

The Natural Gas Dispatcher, located in Bucharsst,very important structure within the Issuer.
In practice, it acts as gas market operator (coroialeoperator). Its role is expected to grow
once the new Code of the Transport Network entdgosforce, which is now in draft elaborated
by an advisor of the Regulatory Authority, withinPhare project. It is scheduled to enter into
force on 1st. January .2008.

At present, the Natural Gas National Dispatcheti€aiout the following activities:

. Assess the natural gas demand/available quantitieshe Romanian market for the
reference month; this activity consists in:

o] collecting the data regarding domestic demand/ablglcapacities
0  assessing gas demand in terms of consumer categorie

0 assessing the natural gas available from domestitces — current production and
underground storage

o technical/lcommercial analysis of the NTS technaadilabilities as per the specific
contractual terms

. Design the structure of natural gas deliveriedlierreference month; this activity consists
in:

o determining the balance deficit for the supply per{demand — available quantities
from domestic sources);

o deciding the structure of the natural gas mixtdn{estic, imported);

o deciding the quotas of domestic and imported gathénstructure of natural gas
demand;

o designing the structure of natural gas deliveriastlie market for the reference
month;

o designing the structure/volume of transport/disttit;n/underground storage services
for the reference month;

o elaborating the Report regarding the structureadfinal gas deliveries (subject to the
approval of the Regulatory Authority); in generte report determined in the last
months ranges around 70/30 (domestic/import).

. Make official the structure of natural gas supply the reference month (the Regulatory
Authority must approve the proportion domestic/imipd gas that has to be complied with
by each supplier or eligible consumer with sevetgdpliers for the reference month); this
activity consists in:

o] presenting the Report for the analysis and approivéthe Regulatory Authority — it
analyses and decides the structure of the mixgae ljasket) for the reference month
that has to be complied with by each supplier agilde consumer with several
suppliers;
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communicating the structure of the natural gas unéxtto all the operators in the
natural gas sector;

checking the updated nominations of producers/senspl
listing the technical and commercial restrictions;

communicating the structure of deliveries, brokewn per supplier/beneficiaries to
Transgaz, National Natural Gas Dispatcher, thatthasrole of NTS operator and
determines the hourly/daily technological flows ander to assure the optimum
conditions for supplying natural gas to benefi@ari

. Dispatch/making the supply of natural gas. Thisvagtconsists, among others, together
with the National Natural Gas Dispatcher Medias, in

(0]

Elaborate programs of natural gas deliveries amtelate transport capacities with
the sources’ potential and levels of requestedwopsion

Decide the hourly/daily/periodical levels of thergraeters for taking over imported
gas at the border, through SMG Isaccea and SMG aylediurit

Optimise the functioning parameters of the capegitserving the underground
storages

Activate feed-back mechanisms in order for NTS fiomal parameters to comply
with the limits imposed by the hourly fluctuatiori consumption peaks (source
activation/deactivation, compressing stations,agjer interconnections)

Permanently assure the data/information balancerdety the making of supplies
for the dispatched day with:

" Gazprom/Ukrprom/Bulgargaz/C.B.D Topenergy Dispatshe
. Romgaz and OMV Petrom Dispatchers

" Dispatchers of natural gas distribution companies

. Energetic Dispatchers

" Central/Local authorities

. Daily monitoring and during the supply period o€ thatural gas market, aiming both at
complying with NTS functioning parameters and tleef@mance standard, as well as the
guota domestic/imported (in the gas basket) foheagplier or eligible consumer with
several suppliers. This activity consists in:

o

Daily processing of the data regarding the quantédevels of domestic production,
taken over imported natural gas and beneficiadessumptions

Comparative analysis of the ratio ‘scheduled stmgeffective structure’ of natural
gas supplies during the supply period

Forecast the hourly/daily/seasonal consumptionadnyg the statistics and database
of DNGN,;
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o

Activate the mechanisms for modelling the structafesupplies and correct the
differences between the scheduled structure andfteetive structure for the supply
period,;

. Decide the final structure of natural gas workghatbeneficiaries (correcting the amounts
paid for the suppliers or eligible consumers thdtrebt comply with the quota decided by
the Regulatory Authority for the reference monif)is activity consists in:

o

(0]
0]
0]

Process the reports of all the operators on thaalagas market
Determine the structure of the gas mixture forrttenth ended
Determine the volume of transport services

Transmit the balance reports — primary justifyingcaments necessary to the
operators in order to conclude the natural gasrte@nd for invoicing the traded
guantities and the value of the services carrigd ou

Report to the Regulatory Authority the national dmle of natural gas
acquisitions/supplies on the Romanian natural gaken.

The National Natural Gas Dispatcher Medias hasessxd functions and a more important
hierarchical role in NTS dispatching starting Segter 2007, after the Board of Directors
approved the new Ruled of Organisation and Funictgpiof the Issuer. Its role as technical
operator of the NTS consists in carrying out atiggi such as:

. Scheduling of transport activities:

o

(0]

Analysis of dispatchable units and decide the mimm and maximum
technical/technological/commercial parameters &mheof them;

Decide the minimum/maximum capacities for eachrmss unit;
Analyse the gas reduction/interruption stages atagrto contractual terms;

Forecast the demand for capacity and transporicesnon the short, medium and
long term;

Analyse the natural gas volumes in order to astheehysical balance of the NTS
under normal functioning circumstances;

Supervise, at the entry and exit point into/from Mir'S of the correlations:

. Reserved capacity — technical capacity;

" Nominal power/debits — reserved capacity;

. Measured debits power — reserved capacity;

" Power/debits delivered to the NTS - Power/debitvelieed from the NTS
etc.

. NTS analysis:

(0]

Set the parameters for the optimal functioninghef NTS;

Transgaz —Final Prospectus 104



S.N.T.G.N. Transgaz S.A. Initial Public Offering

o] Elaborate technological conditions in terms of eonption purposes;

o] Manage/update the database regarding NTS and delaeallations technological
schemes;

o] Comply with the Issuer’s obligations derived frone tRules for Measuring Natural
Gas on the Wholesale Market (decide the qualitasaend weight of the natural gas
sources of each area);

o] Keep track of damages and accidents in the NTStencelated installations;

o] Check, approve and submit for approval the worlsogedules and maneuver slips
for works in the NTS;

o] Decide the gas technological consumptions in teomgransport subsystems and
regional operations and inform accordingly so asapply the measures for their
reduction;

o] Manage the geometrical characteristics of the NTS;
o etc
. NTS Dispatch

o  Operative supervision of measured natural gas aeskpres at the entry/exit points
into/from the NTS;

o] Supervise the repair of defects and the performafdbe works scheduled for the
NTS and the related installations;

o] Operative and permanent supervision of the NTSraaohtenance of the optimum
transport conditions;

0  Assure the continuity of gas supplies to benefiemiaccording to the parameters
contracted;

o] Issue decisions regarding manoeuvres to the tespical installations so as to
assure optimum transport conditions;

0  Through regional dispatchers and import:

" Dispatch the technological installations in itseacé activity at the parameters
decided according to the technological terms;

" Keep the relation with gas producers and consuineits area of activity for
maintaining the transport system and the agreezhpeters;

= Carry out manoeuvres in NTS related installations;
" etc
o] Supervise the compliance of the effective quastitveh the nominal ones.

Following the reorganization approved by the Gengieeting in July 2007 and by the Board of

Directors in August 2007, the National Natural Gaispatcher Medias and the Natural Gas
Dispatcher Bucharest are part of the Issuer’'s Qiper®epartment, assuring the performance of
the tasks of which Transgaz is in charge as peswts programme regarding the correlation of
the transport capacity with the schedule/requestadihal consumption levels; assures the
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compliance with the contractual obligations towakdsS users, along with the provisions of the
regulatory framework, elaborated gas balancesrmsef systems and subsystems, supervises
gas quality, etc.
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VIIl. DESCRIPTION OF THE ISSUER'S ACTIVITY

1. Legal framework applicable to the main activities carried out by the
Issuer

According to the Government Decision 334/2000, I$suer carries out the following main
activities in the natural gas sector:

. natural gas transport;
. natural gas international transit in Romania;
. dispatch of natural gas networks and supply systems

. supply of natural gas representing the value of tila@sit services for international
transport;

. research and design related to transport activities

At the same time, the Issuer may carry out, in taai other related activities sustaining the
main object of activity, according to the legistatiin force and its bylaws.

The Issuer’'s main object of activity consists ie tatural gas transport, dispatch, international
transit, research, design in the field of naturas gransport (CAEN code 6030 — Transport
through pipelines).

According to the Articles of Association, the Issumay carry out a series of secondary
activities, presented in detail at Annex 4.

a) Natural gas transport activity

The Issuer carries out the natural gas transpatt #tcording to Gas Law no. 351/2004, is the
activity organised for circulating natural gas tngh the NTS.

The Issuer's main rights and obligations as NTSraipe, decided according to Gas Law no.
351/2004, are presented at Annex 3.

NTS operation is carried out by the Operation Depant, organised in 9 local units: Megia
Cluj, Arad, Bragov, Bucurati, Baciu, Briila, Constara and Craiova. There are 48 sectors
included in the local units.

According to the applicable regulatory framewote tssuer carries out the natural gas transport
activity mainly based on the Concession Agreemtiiet,natural gas transport License 43/2001,
approved by Regulatory Authority Decision no. 4820 modified by Regulatory Authority
Decision no. 1362/2006, having a validity period 1&f years since its granting, Regulatory
Authority Decision no. 1398/20 September 2007, ighield in the in the Offical Gazette no.
2675/2.10.2007, part IV, concerning utilizationt@nsport system networks and related, having
an validity period of 15 years starting with theéedevhen the decision was issued, .

According to Gas Law no. 351/2004, the natural tgassport service, as natural monopoly, is
carried out by a single operator for a determine@d.aAccording to the Concession Agreement
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and the Transport License, the Issuer has the sixeluight to exploit and carry out the natural
gas transport activity using the goods concedethi®entire country.

Considering that the natural gas transport actrgityg natural monopoly, third parties’ access to
the transport systems is regulated (including wespect to the tariff paid by the applicant, cases
in which access may be denied). The Issuer, asgaahoperator, has the obligation to allow
third parties to access the NTS according to speo#fgulations, in undiscriminating terms,
within the limits of the transport capacities andcompliance with the technological terms.

According to the provisions of Gas Law no. 351/2a04 Issuer, as NTS operator, does not have
the right to carry out, directly or indirectly, ap#éions such as the probing, extraction,
distribution and supply of natural gas to consumeduding by holding shares or shareholdings
or by means of a management agreement involviriieenthat carry out such activities.

The Issuer stated that it has not been involveecty or indirectly, in operations such as the
probing, extraction, distribution and supply of ural gas to consumers, including by holding
shares or shareholdings or by means of a managegerement involving entities that carry out
such activities, except for:

» capitalize on the natural gas received as paynoerdarrying out natural gas transit
services (according to the provisions of art. 265afs Law no. 351/2004 and the
natural gas supply License);

» the participation in Wirom S.A., representing 0.9%# of the share capital of this
company.

According to art. 109, par. 2 of Gas Law no. 350&20he non-compliance or the inconsistent
compliance with the validity terms for the authatinns/licenses obtained is considered a minor
offence and is sanctioned by fine from RON 10,@08Q,000.

The natural gas transport activity is a public genof national interest and is included in the
regulated segment of the domestic natural gas marke systems of prices and tariffs for this
regulated market segment are decided by the RegulAuthority based on the methodologies
elaborated for this purpose, while contracts areallis concluded in compliance with the
standard contracts approved by the Regulatory Aityho

The contracts for carrying out the natural gasgpant services are concluded for a period of 1
gas year, namely 1 July — 30 June of the followyegr, based on the Framework Contracts
elaborated and approved by the Regulatory Authority

At present, the following contracts are in force:

- Framework agreement for carrying out natural gaasport service with capacity
reservation through the NTS, approved by Decismm60/2006, as amended, and

- Framework agreement for carrying out interruptibkgural gas transport services
through the NTS, approved by the Decision no. 3282 as amended.
Issues regarding the Transport License:

- The Transport License and the provisions of Gas baw351/2004 stipulate the
obligation to separate the transport activity froan legal, functional and
organisational point of view starting 1 January 20Bor additional information see
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Chapter 1X.1 — History and evolution of the Issuelmportant legal events in the
evolution of the regulatory framework applicablenttural gas transport and transit.

The non-compliance with the obligation regardinge tkegal, functional and

organisational obligation may trigger the applicatof the sanctions mentioned in
Gas Law no. 351/2004 and the Natural Gas Trangjpoehse, ranging from a fine to
the withdrawal of the Transport License.

According to the minutes no. 351/27.08.2007 foredaining and sanctioning

offences, the Regulatory Authority sanctioned tsuér for not complying with the

provisions of art. 100, par. 2 of Gas Law no. 3B0/&regarding the legal, functional
and organisational separation of regulated aawitintil 01 January 2007 by a fine
of RON 12,000.

- According to Regulatory Authority opinion, statedaddress no. 20255/12.10.2007,
on the expiring date of the actual natural gas lsupgense, this cannot be prolonged
for a new period, a new license being necessarythéh same document, the
Regulatory Authority considers that once the supiagnse expires, the Issuer has
concluded the legal separation process, if anditense will not be issued.

- The profit obtained from natural gas transit atyiwas used by the Issuer in order to
finance the investments related to the NTS.

- According to the Minutes no. 352/27.08.2007 foredetining and sanctioning
offences, the Regulatory Authority sanctioned tsuér for not complying with the
provision of term 52 of the Transport License, ngnteansparency obligations
according to the European Regulation no. 1775/28Q&lating the access to natural
gas transport networks, by a fine amounting to RERONDOO.

- In the absence of specific regulations issued byRBgulatory Authority, the Issuer
cannot comply with certain specific terms of theafigport License, namely the
storage in underground warehouses some quantitgesmecessary for permanently
assuring a balance within the NTS.

- In connection to the obligation included in the iNat Gas Transport License to
notify the Regulatory Authority 10 business day®mpto changing the legal form,
name or object of activity or with respect to chesmgo the share capital, the
Regulatory Authority confirmed to the Issuer, ittde no. 12994/25.07.2007, the fact
that, for the shares representing maximum 10% efiskuer’s share capital that are
to be traded on the BSE the obligation to notifgassidered complied with in terms
of the holders of such shares.

The Issuer states that it has complied with thennmddligations included in the Natural Gas
transport License, except for the issues mentiahede.

Details regarding the Transport License are inauateAnnex 6.
Issues regarding the Concession Agreement:

- Certain legal issues applicable to the natural sgagor, governed by Gas Law no.
351/2004 and Oil Law 238/2004, are not reflectedoadingly in the Concession
Agreement, considering the subsequent enforcenfethiese laws. In certain cases,
the provisions of the mentioned legal framework @pplicable directly and replace
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the contractual terms. At the same time, some legainsistencies regarding the
regulation of the natural gas transport activitp@ot on the Concession Agreement.
This is also the case of the Transport Licenseitanglidity terms.

This aspect was notified by the Issuer to ANRMeitidr no. 8594/09.07.2007. At the
same time, in letter 8595/09.07.2007, the Issudifiex the Ministry of Economy
and Finance regarding the existence of inconsissretween the provisions of Gas
Law no. 351/2004 and Oil Law no. 238/2004, requestlarification regarding the
issue of a legal regulation amending the mentiolads, as well as Law no.
213/1998, concerning the public property and igglestatus.

- The minimum investment plan for the period 200720as agreed together with
ANRM and, for this purpose, ANRM and the Issuernsigy the Addendum no.
2/2007 to the Concession Agreement.

- The Issuer did not fully comply with the minimumvastment programme for the
period 2002-2006. In letter no. 10054/10.08.200% tssuer communicated to
ANRM the reasons for not having made the investsantull, which were analysed
by ANRM according to the Report no. 403246/23.0822@laborated by ANRM
General Manager and approved by ANRM President.

According to the Report mentioned, the analysighef information transmitted to
ANRM pointed out that 68.59% of the minimum investrh plan for the period
2002-2006 was complied with. The reasons for notinga complied with the
investment obligations include the lack of completof certain studies related to the
projects, the non-performance of some works foriterconnection with similar
systems in the neighbouring countries or relatedubmlerground storages or
distribution systems, considering that the latteremnot developed accordingly.

Some of these investment obligations were takem mvéhe minimum investment
plan for the period 2007-2011.

In addition to the above, according to the Reptrg reasons for not having
completed the minimum investment plan for the peA602-2006 are accepted and
the minimum plan for the period 2007-2011 is acedpt

According to ANRM Report, the non-compliance withet provisions of the
Concession Agreement will be sanctioned accordn@it Law no. 238/204 as it is
considered a violation of the obligation to complith the norms and instructions
issued for the enforcement of this law and the @esion Agreement. The express
sanction included in Oil Law no. 238/2004 for breiag this obligation is a fine
ranging from ROL 300,000,000 to 700,000,000.

As per the Minutes for determining and sanctiortimg offences with respect to the
performance of oil operations of 5. September .2@0NRM sanctioned the issuer
for not having complied with the investment obligas included in the Concession
Agreement — minimum investment plan 2002-2006, namaving breached art. 48,
par. 1, letter h) of Oil Law no. 238/2004 by a fmfeRON 30,000.

It should be mentioned that, according to Oil Lasv 838/2004 and the Concession
Agreement, the non-compliance with the minimum sgigeent plan agreed by
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ANRM may lead to sanctions ranging from a fine tee ttermination of the
Concession Agreement.

The Issuer states that it was not communicated etxistence of a reason for
withdrawing the concession of natural gas transamvice by the competent
authorities in the field.

- Setting some priorities regarding the contractihgertain materials and equipment
from Romania may be considered contradictory tgptioeisions applicable to public
acquisitions, namely the principles included in tiBovernment Emergency
Ordinance no. 34/2006 regarding public acquisitiogignting public acquisition
contracts, concession agreements for public wanklssarvices

- Although the Concession Agreement is approved bye@onent decision, the Issuer
has not obtained the approval of the Regulatoryhéuity regarding the Concession
Agreement.

- Although the object of the Concession Agreementhis concession of major
pipelines, installations, equipment and machindated to the NTS and NTS
operation, (i) the conceded goods include dedicatapr pipelines through which
the Issuer carries out the unregulated transitviactand that, according to the
principles of Gas Law no. 351/2004, are not inctude the NTS, and (ii) while,
according to the Concession Agreement, the Issasrtb pay a royalty for the
concession of goods and activity subject therdte, Issuer also pays royalty for
natural gas transit through dedicated major pipslias quota of gross revenues
resulted from NTS operation that, as per the CamiocrsAgreement, includes the
dedicated major pipelines.

- According to OUG no 101/2007, published in the O#&i Gazette of Romania no.
684/8.10.2007 which modifies Oil Law no.238/200% tevel of the oil royalty, and
respectively of the royalty for the natural gas§@ortation service, increased from
5% to 10% of the value of the gross revenues ofthinom transport and transit
operations through the national transport systémesording to the provisions of the
Concession Agreement corroborated with the prongsiof OUG 101/2007, the
royalty of 10% of the value of gross revenues ai@difrom transport and transit
operations through the national transport systemeafne applicable starting with the
enforcement date of the mentioned law, respectiBeyctober 2007. At the same
time, it is appointed the obligation to renegotittie oil agreements concluded, in
force, in accordance with the provisions of the myeecy ordinance. The
corresponding modifications and completions foregmtiation will be notified by
ANRM and, following the renegotiation an additios@reement will be signed. The
finalization term of the renegotiation will be dsiahed by ANRM order. ANRM
notified the Issuer concerning the changing of libydee starting with 8 October
2007, without expressing its intention to modifhert terms and conditions in the
Concession Agreement.

- According to the Concession Agreement, the taoiffrfatural gas transport is the one
approved by the conceding party (ANRM) accordingldgal provisions, while,
according to the applicable legal provisions, it decided by the Regulatory
Authority according to the methodologies in force.
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b)

- The Concession Agreement includes certain exemgptioom custom duties that
reflect on a contractual level the provisions of [Giw no. 134/1995 applicable when
the Concession Agreement entered into force andull@ain at present, these
provisions not being currently included in Oil Law. 238.2004. In the absence of
express legal provisions, one may consider thaei@nptions from custom duties
are no longer applicable as they are not ANRM tamkspecific provisions of a
concession or oil agreement.

- As per the Concession Agreement, the party bengfftiom the concession has the
right to suggest the expropriation of land areasetancluded in the NTS, while land
thus expropriated are to complete the object ofGbacession Agreement although,
according to the legal definition in Gas Law nol2%04, the NTS does not include
land and ANRM is not competent to grant concessionpublicly owned land.

- According to the Concession Agreement, the Issugreeal to respect the
confidentiality of data concerning the NTS, whicnoot be disclosed without the
prior consent of ANRM. Although the Issuer notifieeNRM concerning the
information which Transgaz intends to discloseh@ Prospectus, it did not receive,
until this date, any formal written consent.

- The appendices to the Concession Agreement aresifidds as “work related
classified information” by ANRM. Therefore, inforian regarding the appendices
to the Concession Agreement, including data relatethe mandatory investment
plan for 2007 — 2011, was not included in the pecsps.

The Issuer states that it has complied with thenmabligations of the Concession
Agreement, except for the Issues mentioned above.

Details regarding the Concession Agreement aredec in Annex 7.

Concering the operating authorization

As to the operating authorization for NTS, the &sobtained the license no 829 approved
by Regulatorty Authority’s Decision no. 1398/20 &apber 2007, the process for
obtaining it being started in December 2005.

Natural gas transit activity

According to Gas Law no. 351/2004, the transit\vétgticonsists in the transport through
the NTS and/or dedicated major pipelines, in Romanith or without cross border, of the
natural gas coming from another country and goang third country.

According to Gas Law no. 351/2004, the naturaltgassit activity carried out through the
NTS is regulated, while the natural gas transitvagtthrough dedicated major pipelines is
not regulated and is subject to the terms of thermational agreements based on which it
was carried out. The Issuer carries out naturaltgassit exclusively through dedicated
transit pipelines as per Gas Law no. 351/2004.

The Issuer, as NTS operator, within the limits whilable capacities, will assure third
parties access to the NTS in order to transit ahgas coming from one country and going
to another country. Third parties access to the NI Sarried out according to the
regulations issued by the Regulatory Authority.
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d)

Future transit contracts and any capacity allooati® per such contracts will be carried out
in compliance with third parties right to acces® thetwork according to specific
regulations issued by the Regulatory Authority.

The Issuer holds the Natural gas transit licenset17.01.2001 having the validity term
corresponding to the agreements and contracts wbed|with transit partners. The Issuer
carries out the natural gas transit activity thtoutpdicated major pipelines (unregulated
activity), according to the transit contracts coeld based on the international agreements
to which Romania is part, the object of which is ttatural gas transport in Romania.

Considering that the natural gas transit Licenseti17.01.2001 granted to the Issuer was
issued by the Regulatory Authority without any teraetailing the performance by the
Issuer of natural gas transit activities, suchvéas are carried out according to the
provisions of Gas law no. 351/2004 and the intéonat agreements on natural gas transit
to which Romania is part.

According to Gas Law no. 351/2004, the natural gassit activity through existing
pipelines is carried out by the NTS operator.

The Issuer, as NTS operator, has the right to titad®vn quantities of natural gas received
as payment for the transit services, accordingnéoSupply License it holds based on the
Regulatory Authority’s Decision no. 15/13.01.2006.

The Issuer states that it has complied with thenmdligations included in the natural gas
transit License no. 41/17.01.2001.

Natural gas dispatch activity

According to Gas Law no. 351/2004, dispatch is specific activity of permanent and
operative correlation and balancing, in terms steys, of the input and output natural gas
according to the parameters resulted from supplygations, as well as taking the
measures for limiting the effects of exceptionatesa such as very low temperatures,
natural calamities, major damages and other sirilas, by using specific means.

The Issuer carries out the natural gas dispatdkitgcbased on the Natural gas dispatch
License no. 561/13.01.2006, approved by the Regyl#&uthority’s Decision no. 16/2006,
having a validity of 15 years starting with theusgate.

Considering that the natural gas dispatch Licermsés61/13.01.2006 granted to the Issuer
was issued by the Regulatory Authority without é&yns detailing the performance by the
Issuer of natural gas dispatch activities, sucliviies are carried out according to the
provisions of Gas Law no. 351/2004 as well as oipgdicable legal provisions.

The Issuer states that it has complied with thenroaiigations included in the natural gas
dispatch License no. 561/13.01.2006. At the same,tthe Issuer has complied with its
obligations as NTS operator, derived from or ineldéh Gas Law no. 351/2004.

Natural gas supply activity

According to Gas Law no. 351/2004, the natural ggsply activity is the trading activity
of selling-purchasing natural gas, carried out beatity based on the supply license.
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As an exception from the provisions of Gas Law3ti/2004 regarding the interdiction of

the NTS operator to carry out, directly or inditgcbperations like the probing, extraction,

distribution and supply of natural gas to consumie Issuer has the right to trade its own
guantities of natural gas received as paymentitransit services.

The Issuer carries out the natural gas supply iactaccording to the natural gas supply
License no. 560/13.01.2006, approved by the Regylafuthority’s Decision no.
15/13.01.2006, having a validity period of 2 yestesrting with the issue date. . The natural
gas supply activity carried out by the Issuerngitiéd to trading the natural gas received as
payment for transit services.

Details regarding the supply license are preseaté@dnex 6.

The natural gas is supplied based on commerciaracs freely negotiated between the
parties, while for the regulated market the congrare concluded in compliance with the
provisions of the framework contracts approved lxy Regulatory Authority. At present,

the Issuer does not carry out natural gas suppivitees based on regulated terms, but only
within the unregulated market segment, towardsil#égconsumers or natural gas
suppliers.

Aspects regarding the supply License

- In order to comply with the legal requirements farlegal, operational and
organisational separation of regulated activitiesnf the other activities carried out
in the natural gas field, the Issuer started towudis with the Regulatory Authority in
order to find a solution for trading the naturas gaceived as payment within certain
transit contracts. At the same time, the Issuen e process of renegotiating the
natural gas transit contracts so as to eliminagekind of payment, case in which it
will give up the supply license. See also the imfation included at the section
»Aspects regarding the transport license’ above.cémnection with Regulatory
Authority’s statement concerning the non renewathef natural gas supply licence
please read the information in paragraph a) Natgaasl supply license — Aspects
regarding the supply license.

- The Issuer has not set or maintained during thiglisalperiod of the supply license
the financial guarantee securing the continuousopeance of the supply activity,
which should be of at least 1/12 of the cost fag gequisition of the previous year.
The Issuer has requested the opinion of the RemylaAuthority regarding the
compliance with this validity term of the license.

The Issuer states that it has complied with thenroaiigations included in the natural gas
supply license no. 560/13.01.2006, except for $baes mentioned above.

e) Research and design for the transport activity
The Issuer carries out the research and designtgdor the natural gas transport activity.

In order to carry out some specific design aceegitithe Issuer holds specific authorisations
depending on the terms and technical parametertheofdesign works, issued by the
Regulatory Authority.
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2. Description of the Issuer’'s main activities

The main activities generating income for the Issre natural gas transport and transit, as well
as the sale of the gas received in exchange foitrémsit services carried out for Gazprom

Export. The research and development activity s @inthe Issuer’'s main activities especially in

connection to NTS operation and development angd fes the capacity to generate income

through services provided to third parties

The transport and transit (except for the tramsibugh dedicated major pipelines) are activities
related to the regulated segment of the Romanidmralagas market and, therefore, they are
carried out based on tariffs decided by the Regujahuthority in the field.

At present, the natural gas transit activity in Rwmma is carried out only through dedicated
pipelines, without using the transport major pipet for the consumers in the country and
without being connected thereto.

Transgaz registers separately in the accountindgsbdime transport services, the international
transit services and the trading operations allolethe law.

Issuer’s strategy

The gas transportation activity is regulated dudtsgomonopolistic regime. The Regulatory
Authority established a revenue cap methodologyckvbiffers predictability of revenues within
the regulatory period, encouraging at the same tiveefficiency of the network operator.

At the beginning of each regulatory period key itspare set by the Regulatory Authority in
order to determine the regulated revenue. Withahegear of any regulatory period, the Issuer’'s
allowed revenue is adjusted as specified by théhoaetiogy. For more details concerning the
tariff methodology please see Chapter VI.2 Secti®@ummary of the methodology for regulated
tariffs for the transport activity..

Within this strict regulating framework, the Issuatends to seek improved performance by
focusing on the following key elements:

0 Maintaining and operating the NTS in a reliable manso as not to encounter any
discontinuities in the transit and transport atgiwhich in turn would have a negative
impact on profitability. Considering this objectjvéhe Issuer planned a series of
rehabilitation and improvement projects in ordekéep the NTS’s key parameters in the
safety targets, but also to improve the easinedstlam reliability of the network (the
development of the “0” System).

0 NTS development the Issuer’s investment programme includes ptejeor new links
with the neighbouring countries’ networks in oréi@isecure the access to alternative gas
supply sources. Also, the Issuer plans to expaedn@twork in order to reach new
potential consumers.

The tariff setting methodology remunerates any stments made in the development of
NTS, by incorporating them in the regulated assetebafter they are functional and
applying the allowed rate of return to a largeeabsise.
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o Improving the operating efficiencfaster than the Regulatory Authority imposed
standards within the regulatory period. The curtantf methodology allows the Issuer
to retain any efficiency gains, obtained within thhegulatory period, above the
Regulatory Authority targets. Any efficiency gawdl increase the Issuer’s profitability.
To improve its efficiency, Transgaz will focus dretfollowing key elements:

o Implementing the SCADA system in order to faciktatemote monitoring,
metering, configuration and pressuring of the nekwsystem so as to cut any
costs related with these activities at this curstage.

Full implementation of the SAP information system
Reductions in the number of employees through ahtatirements
Optimization of the organizational structure

Reducing technological consumption

© O O O

The enlargement of the regulated asset base vatimtlestments in NTS development, as well as
the improvement of the operational efficiency fagtean the pace imposed by the Regulatory
Authority will generate increased profitability tiye Issuer.

Presentation of the NTS

The NTS is owned by the state and has a strategiortance.

The national system of major pipelines is forme®dbcal subsystems interconnected through
21 technological joints.

690 major pipelines for natural gas transport amceded to Transgaz based on the Concession
Agreement, for a period of 30 years. In order te tise NTS (major pipelines and related
equipment), Transgaz pays a royalty of 5% per pédhe income resulted from transport and
transit activities.

The transport capacity of the NTS is of approxinyad® billion cubic meters of natural gas per
year and corresponds to the working pressuresmdigted at a certain stage for each individual
pipeline.

NTS infrastructure as of 31 December 2006 was fdrofe

e 11,757 km transport pipelines with diameters betw&eand 40", which function at
working pressures between 6 and 35 bars;

562 km international transit pipelines with diammstdoetween 40” and 48" and
nominal pressure of 54 bars;

e 2 stations for measuring imported natural gas;

» 159 panels for measuring the natural gas producetedtically;

* 6 natural gas compressing stations with a cumuladeeer of 65,000 horse power;

e 21 technological joints;

» 20 valve command stations;

» 22 inter-connections;

* 945 adjustment -measurement stations;

e 661 gas odourisation stations;
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» 881 cathodic protection stations.

Structure of natural gas national network:

LEGENDA

— Gas transit pipelines

UKRAINA

—  Gas transport pipelines (from 2004)
— Inputs in The National System

MAREA NEAGR/

Source: Managements Reports,

The major pipelines belonging to the NTS were bsii#trting with 1927. Currently, a total of
approximately 8,400 km (68.4%) of the network’satdength exceeded its useful life period of
25 years.

The diagnoses carried out starting 1995 emphasizédh number of defects, mainly caused by
the degradation of the passive insulation of thmiar material and confirmed by the increased
power consumption of the 881 cathodic protecti@tiahs, most of them being equipped below
the current standards.

The repair works carried out during the period 12866 show that 24% of the pipelines older
than 25 years were repaired and replaced. At thee dame with the repair and replacement
works, starting 2005, Transgaz also initiated alme rehabilitation program. In 2006, 694 km
were checked using a geometric pipeline scraper Zihdkm were diagnosed in order to
determine the insulation status. During the fisshester of 2007, the interior of another 494 km
was diagnosed with intelligent pipeline scraper pipetlines of 17 km were checked in terms of
insulation status.
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Out of the total adjustment and measurement sebgrwhich gas is supplied to consumers, 163
are owned by economic agents, while 328 by locahcils.

The functioning period of approximately 30% of thbas exceeded 25 years.

Gas odourisation is carried out using some oddimisdy vaporisation systems, technologically
obsolete, that no longer correspond to the cumentronmental norms and do not satisfy the
requirements of odourisation control imposed fatritbution networks.

The 6 gas compressing stations are located on Hie transport lines and have an installed
power of approximately 65,000 horse power, withreanual compressing capacity of 5.5 billion
cubic meters. The equipment of these stations deielsin the 70s.

. NTS Operation

NTS operation consists in all the operation andnteaance activities, planned repairs,
revisions and actions carried out in order to assusafe and continuous functioning of
natural gas supply.

NTS operation is carried out by Transgaz as tramspoerator licensed by Regulatory
Authority, in compliance with the validity terms wlnsport, transit and dispatch licenses.

NTS scheduling, functioning and dispatch is basedhe Regulation on NTS Scheduling,
Functioning and Dispatch and the NTS Technical Casaborated by Transgaz and
approved by the Decision of Regulatory Authority B2/2001 and Decision of Regulatory
Authority President no. 616/2002 respectively.

The NTS operator defines a list of monitoring peimdf quantitative and qualitative

parameters within the system, which offer inforrmatiegarding its functioning.

Upon reaching the minimum acceptable limit of thenitored parameter, below which the
NTS cannot be controlled, the transport operatbrough the Natural Gas National

Dispatcher Medias, Natural Gas Dispatcher Buchdeest the other levels of dispatch that
have hierarchical authority relations over the ipgorants to the natural gas market) will use
the necessary levers for restoring the quantitapigeameters to the acceptable limits,
according to the regulations approved for NTS ddpaand the dispatch of the

underground storage of natural gas.

The transport system operator must assure, ussigown technical equipment and
personnel, or based on contracts with specialineldaaithorized companies, the remedy of
unforeseen cases related to any pipeline or teobiuall installation that is part of the NTS.

The scheduled assembling or casing replacementswtrk ones for connecting parts of
new or fully repaired pipelines, as well as othggafic works are carried out on a case by
case basis, according to a schedule of works oomame slip drafted by the specialised
department and approved according to its own paoesd

According to the regulations in force, a clear sapan between the investment objectives
(in pipeline modernisation, network developmentyipment, etc.) and repair works is
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made. If the respective work does not lead to thprovement of initial technical and
functional parameters, it will not be consideredimrestment and will be financed out of
operating expenses.

. NTS Maintenance

In order to eliminate gas leaks and failures, wakes carried out in order to prevent the
damages caused by third parties activities in tiheteption area of pipelines and
installations, as well as the defects caused byosmmn and inappropriate welding. NTS
maintenance is carried out based on the scheduotk®@erative activities carried out by
specialized companies and own units, based omtemal regulations and standards.

At present, the technical status of more than 20@M@ktransport pipelines is assessed using
Transgaz methods.

An important change in the Issuer’s strategic daon has occurred with respect to the
maintenance of NTS technical status in order toggmwith the performance standard for
the transport Service. If, until 2-3 years agol $elctions of pipelines were replaced based
on the incident history and the subjective estimatiethe operating personnel, at present,
significant resources are allocated for diagnoghmy technical status of the pipeline in
order to replace only the parts with serious dsfetherefore, the focus was shifted from
investments in pipeline replacement or capital irspa clear maintenance works with the
same effect (extend the pipeline life period actwydo the project operating parameters),
the expenses being much lower. For this purpose]dbuer organised and financed the
pipeline preparation for inspection (cleaning pipelscraper, geometric pipeline scarper
and intelligent pipeline scraper). In this way, thi pipelines will be ready for inspection.
In principle, each significant section will havevalves, inspection reports, inspection
preparation projects, diagnosis reports, scheddtes rehabilitation/repair, operating
supervision reports, while the inspection-repaiivig will be repeated once every 7 years.

Thus, the weights of the maintenance activities dranged, with focus on preventive
maintenance in order to reduce corrective maintemactions.

Increased attention is granted to pipelines cathqubtection, allowing the efficient
protection of pipelines outside walls from the surrding soils and the differences of
potential as compared thereto.

Evolution of accidental events during the perio@22007

The technical defects and accidents are registénedeach regional company and
communicated to the Operation Department of TransJdese registrations provide
information regarding the date, place and typeedéd, cause and remedy, as well as the
caused gas leaks. The information forms the bdsleanaintenance program.

The table below presents the number of defectsngndue to corrosion) of the pipelines
per each regional company, as well as the numb&zabinical accidents registered in the
last five years.
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Status of the number of defects and technical acadts registered in the NTS during
the period January 2002 - June 2007

2002 2003 2004 2005 2006 June 2007
Defects 118 109 99 141 92 30
Accidents 6 2 1 3 0 1
Total 124 111 100 144 92 31

Source: Transgaz, Management Reports

In 2005, the number of accidental defects was fafgkowing the floods that affected

Romania during the respective period. Without tgkthis influence into account, the

general trend is the reduction of the number oécksf caused by pipeline corrosion and,
therefore, of the number of technical accidentdl, 3he number of corrosion defects

registered per year varies between 92 and 14lhirepapproximately 1 defect per year for
each 80 km of transport pipeline. This emphasitesr tlong life period and current

technical status of the NTS.

. NTS technological reconfiguration

The NTS was conceived as an interconnected radrallar system developed around and
having as starting points the large deposits om3ilgania Basin, of Oltenia and East
Muntenia, the destination being the large consurmetbe area Ploigi-Bucharest, North
and South Moldova, Pig-Ramnicu Véalcea, Craiova, as well as the onaténcentre and
northern part of the country. Subsequently, thenahigas flows changed significantly due
to the decline of the sources in Transilvana Bakloldova and Oltenia. Other sources
were used: import, Petrom-OMV, concessions caroedby third parties etc., while the
transport infrastructure remained the same. Under new circumstances, Transgaz
considers a different structuring and limitationtleé main pipelines system, depending on
the technological functioning conditions, mainlysbd on working pressure stages. As a
consequence, the NTS is to receive a new configmateing formed of:
- National network of major pipelines, namely the “0*SOT” System, representing
the total pipelines designed for a pressure of mmimn 40 bars
- Regional network of transport pipelines, formed9ofegional transport systems —
“SRT”, designed for pressures ranging between 64&niars
- Local area of transport pipelines that includesttad pipelines for local natural gas
transport — “SLT”, functioning at pressures of nmaxm 6 bars.

The medium term investments scheduled by Transgadeveloping and modernising the
NTS aim also at creating transport pipelines fompleting the “0” System, with
favourable impact on the optimisation of the tedbgizal conditions and the flows of
transported natural gas.

. NTS interconnection with the systems of neighbguwountries

Transgaz strategy has as main objectives, harnnvdd the EU policies regarding the
safe supply of natural gas, to diversify the supgilyimported natural gas, by accessing
sources from Western Europe and by interconnettiadNTS with the European transport
system.
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In order to achieve these objectives, Transgaz ldpreent plans include investments
aimed at creating transport pipelines necessaryirfarconnecting the NTS with the
transport systems of the neighbouring countrieschviwvill also assure an optimisation of
the technological conditions and gas flows in tAiE&SNSome of these are:

. Continue the works for finalising Szeged (HungaryArad (Romania) pipeline, for
connecting the NTS to the Hungarian transport nekwWitus getting indirect access
to a connection with Austria);

. Make the interconnection in the area Getn (Ukraine) — Siret (Romania) for
improving the natural gas supply of the north-easpart of the country and continue
to create new connections with the Ukrainian transgystem;

. Make a pipeline for interconnecting the NTS witle fBulgarian transport system, on
Ruse-Giurgiu route.

At the same time, the company plans to developvaingort point, in Negru Vodl area,
for supplying natural gas to the Southern part obidgea;

In order to obtain a physical, technical and conuia¢balance in the NTS considering the

free access to the transport network, there idNtteral Gas Dispatcher Bucharest that also
carries out the duties of market operator. It \aiso be in charge of system balancing
activities.

The high integration degree of the activities casgat in or deriving from the Issuer’s
basic activity raises certain issues regarding tineatment as independent main activities.

We present below, as main separate activitiesp#res of the basic activity carried out
according to the licenses issued by the Regulagarhority, namely transport, transit,
dispatch and trading of natural gas received asnpay for transit activities. We also
included the research and design activity amongsigaz main activities, considering its
importance for the Issuer.

Natural gas transport activity

Transgaz carries out the transport of natural ga@&®dmania based on the transport license no.
40/17.01.2001, issued by the regulatory authonitthe field for a period of 15 years.

The activity consists in taking over the naturas f@m producers or suppliers and transporting
it through the NTS to the consumers, distributarstorages.

In 2006, Transgaz transported through the NTS atgyaof 15.2 billion cubic meters of natural
gas, out of which 10.1 billion cubic meters wereduced locally and 5.1 billion cubic meters
were imported.

The evolution of the natural gas volumes transploole Transgaz in the last three years through
the NTS, as compared to total national consumptimmg the respective period is presented in
the table below:
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Evolution of transported quantities of natural gasand the natural gas consumption in
Romania

bln cm 2004 | 2005 | 2006
Gas transported through NTS

15.7 16.4 15.2

Gas consumption in Romania

17.545| 17.744 17.84D

Source:Transgaz-Management Reports, Romania’s Frétrgtegy during the period 2007-2028 @eptember
2007, final document)

In 2006, Transgaz transported natural gas fromnaben of domestic producers and from import
to a series of beneficiaries representing distidmutompanies, licensed suppliers and eligible
consumers, as presented in the tables below.

Main sources of natural gas transported by Transgam 2006

bin. cm Volume
Romgaz* 7.0
SNP Petrom 3.1
Import 51
TOTAL 15.2

*Romgaz'’s volume include other smaller domestic yreds
Source: Transgaz, Management Reports

Main beneficiaries of natural gas transport servicecarried out by Transgaz in 2006

bin. cm Volume| % of Total
Licensed distributors - Total 6,972 469
- Distrigaz Sud 3,587

- E-ON Gaz Romania 3,246

- Others 6,974

Licensed Suppliers - Total 3,561 23%
- Interagro Bucuresti 1,01p

- Petrom Gas 1,00p

- SNP Petrom 638

- Romgaz 263

- Amgaz Furnizare Bucuresti 231

- Others 3,561

Eligible consumers - Total 4,704 31%
- Electrocentrale Bucuresti 2,403

- Azomures 724

- Termoelectrica 374

- Amonil Slobozia 362

- Electrocentrale Galati 333

- Mittal Steel Galati 223

- Electrocentrale Deva 162

- Others 4,704

TOTAL 15,237 1009
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Source: Transgaz, Management Reports

International natural gas transit

Transgaz carries out the natural gas transit basdte transit License no. 41/17.01.2001 issued
by the Regulatory Authority for a validity periodrcesponding to the agreements and contracts
concluded with the main participants to transit.

The natural gas transit consists in the transpeer the Romanian territory, with or without
transhipment, through the NTS or dedicated majpelmes, of the natural gas coming from
another country and going to a third country. The&vice is subject to the provisions of
international agreements, and the transit tariffagotiated between the parties, namely between
the transporter and the beneficiary of transitises:

Transgaz provides international transit servicasBolgargaz and Gazprom Export, Gazprom
commercial agent, allowing the transfer of Russiatural gas to:

- Bulgaria, through a pipeline of 183.5 km with ardeter of 2000mm
- Turkey, Greece and other countries through twolipips with diameters of 1200 mm, first
having a length of 186.3 km and the second on&8dfa¥ km.

All three pipelines transit Romania between Isacgay point and Negru-Vadexit point.

The income obtained from the natural gas trandiviac during the period 2004 — 2006 is
presented in the table below. The transit tarifiesermined on commercial grounds in the form
of an amount for each 1000 cubic meters orderedaypfor 100 km of pipe or an aggregate
amount (in case of transit to Bulgaria).

Quantities ordered to Transgaz and income during th period 2004-2006

UM 2004 2005 2006
Order capacity Transgaz mil. cm 26,1Pp0 26,300 438,67
Revenues ths. RON 242,315 219,546 212,667

Source: Transgaz, Management Reports

For 2007, Transgaz has an ordered capacity of @3yiillion cubic meters and estimates income
of RON 215.2 million.

For the transit service carried out according te #greement with the Russian Federation,
Transgaz receives as payment, in exchange forettwices it provides, certain quantities of gas
that it trades at negotiated prices on the freeetar

Development of natural gas international transitiaity in Romania
Transgaz strategy for the following five years amtsleveloping the natural gas transit activity
in Romania.

For the development of natural gas transit camaciiom the Russian Federation to Bulgaria,
Turkey, Greece and Macedonia, the following aresc@red:

* Rehabilitation of the transit pipeline with a diasreof 1000 mm

» Rehabilitation of Danube underwater pipelines attea area
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NABUCCO Project —the largest objective regarding natural gas interndonal transit

Project description

Nabucco Project was initiated in order to connée European markets to the natural gas
reserves of the Caspian Sea and Middle East. Meesfiecialised companies that decided to
participate in this project are: BOTAS in Turkewll@argaz in Bulgaria, Transgaz in Romania,
MOL in Hungary and OMV Erdgas in Austria.

On 11 October 2002, in Vienna, these companiesdignCooperation Agreement for forming a
Consortium in order to carry out the Feasibility@t on building a pipeline over the territory of
the five countries, starting from the border betwd&airkey and Georgia and Iran, the final
destination being the Baumgarten joint in Austraprtant joint where the Russian gas
transited to Western Europe is collected).
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The proposed route of NABUCCO pipeline is presenteth the figure below.
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Sursa: http://www.nabucco-pipeline.com/

The importance of this project was also recognisgedhe community bodies, as the European
Community included it in the Trans European NetwofKEN) Program, on the list of priority
projects. This inclusion also triggered the finaigcby the European Commission of 50% of the
study’s value, the remaining necessary funds coiinorg own funds of the five companies.

Technical data

3,282 km out of whicl
457 km in Romania

8 billion cubic meter:
in 2011 with linea

Total pipeline length

Transport capacity increase up to 25
billion cubic meters i
2030

Potential for Romania to import from this sour%g billion cubic

méters/year
_ approx. 4,4 billior
Total investment EUR

Source: Romania’s Energy strategy for the perio8722020 (final document"4September 2007)

In 2006, the request for exemption from certainv@ions regarding third parties access to the
system according to Gas Directive 2003/55/CE wasngited to the European Commission and
the Regulatory Authorities and the selection procedf the general designer was initiated. In
the presence of the European Officer for Energylune 2006, Romania signed the Ministerial
Statement by which the countries transited by tipelime undertake themselves to support the
Nabucco Project. At the end of 2006, the Nabuccojept was included in the Priority
Interconnection Plan of the European Union.
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Natural gas dispatch

The dispatch contributes to the permanent and tipereorrelation in the NTS of the quantities
of natural gas that entered and exited the sys&érthe parameters resulted from the delivery
obligations, as well as to limiting the effects efceptional cases caused by large natural gas
consumptions during periods with very low tempemdu or in cases of natural disaster, major
failures, etc.

Transgaz carries out this activity based on thealch license no. 561/13.01.2007 issued by
Regulatory Authority for a period of 15 years.

NTS dispatch is based on the transmission overptimne of the operative data from the
parameter collection points to regional dispatchéoiowed by the online transmission to

Medias Central Dispatcher and Bucharest National Disgatchhe data transfer is made using
the specialised software “Gas transport managenwaéloped within the information system

for the financial-accounting management MAIS. Thexeno system for automatically taking

over the data from the measurement point (of SCAj#e). The manoeuvres triggered by the
gas dispatch in the NTS are carried out manuallyhatinterconnection joints of the main

pipelines, at the measurement panels, in ordeake bver the gas from the fields, and at the
adjustment-measurement stations. The implementaticen automatic monitoring, command

and data acquisition system - SCADA is includedTmansgaz development strategy for the
period 2007-2013.

During the second regulatory period, the tariff despatching and balancing the transport system
will be implemented. The tariff will have only onelumetric component, expressed in RON/
/1000 cubic meters of natural gas that enteredrtmesport system. This tariff will cover the
transporter’s costs for (i) dispatching the quagibf natural gas notified by the users, including
establishing the routes for the optimum functionofgthe system and management of system
congestions and (ii) assuring the physical balavicéhe transport system by the continuous
correlation of the exits and entries in the systaoecprding to the users’ notices.

At present, the dispatch activity is carried outloy National Dispatcher for Natural Gas Medias

and the Natural Gas Dispatcher Bucharest. Ther lettdudes the market operator that also has
legal duties in elaborating the natural gas balgnoamely: achieving the gas basket based on
the uniform allocation to all the consumers of gesduced domestically and imported.

The dispatch tariff is included in the transportftaand it will continue for the current gas year,
namely until 30 June 2008 (according to Order 8618.06.2007 of the Regulatory Authority).

The sale of natural gas received as payment in kind

Transgaz sales the natural gas obtained as payorethe natural gas transit service carried out
for Gazprom Export. In order to carry out this waityi, the Issuer holds the supply License no.
560/13.01.2006 issued by the Regulatory Authowtyd period of 2 years. For 2006, the Issuer
was authorised to supply a quantity of 5 billiorbicumeters, while for 2007 the Issuer stated a
quantity of 153 million cubic meters. The supplyraftural gas by Transgaz is included in the
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competitive segment of the domestic market, wheiep form freely based on the demand and

offer.

Volumes of natural gas sold and the its revenues@@4-2006)

U.M. 2004 2005 2006
Volumes of gas sold mil. cm 191.653 60.182 86.94
Revenues (sale of gas) ths. RON 91,130 36,836 71,62

Source: Transgaz, Management Reports

According to the Order of the Ministry of Industmpd Resources no. 292/2003, until May 2006,
the gas received as payment for the transit agtwias mainly used for covering its own
technological consumption, while the rest, if anguld be sold. Starting on this date, by the
Common Order of MEC/ANRGN/ANRM no. 102136 of 252806/ no. 530 of 18.05.2006/ no.
97 of 18.05.2006, it was decided that the quastité natural gas resulted from the transit
activity were to be used exclusively for coveringrtpof the consumption demand of captive
users. As a consequence, they were to be allopatechta to all the suppliers that served captive
consumers (residential consumers). As the suppliere not interested to buy and the Issuer
already concluded agreements for the entire quyaitivas to receive as payment for transit,
Transgaz traded the entire quantity on the libsedlimarket.

Research and design activity

The research and design activity for the develognmandernisation and revamping of the NTS
is carried out by the Research, Engineering andiR&agns Department of Transgaz.

It mainly responds to the Issuer’s needs regarding:
- the elaboration of programs, studies, technical eoohomic analyses needed for the
basic activity (natural gas transport activity);
the elaboration of solution and feasibility studigschnical projects for Transgaz own
objectives;
scientific research and technological engineering®; including
o elaboration of norms, technical conditions and daads for complying with the
European legislation on natural gas
0 check and test the quality of the passive and agrotection works of transport
pipelines
o decide the composition and characteristics of @weinal gas circulated through
the NTS
o monitor the pollution factors and check that theS\dperation activity complies
with the legal provisions regarding environmentaltection.

The design activity mainly focuses on elaboratihg documentation necessary for repairing,
rehabilitating and developing the NTS for third tpes access to the national transport network,
etc.
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Transgaz has specialised laboratories for: (ingychecking and testing machines, (ii) pipeline
diagnosis, (iii) analyses of natural gas, (iv) gechnical equipment and (v) environmental
protection.

Evolution of technological consumption. Performan&tandard of transport activities

The table below presents the status of technolbgmasumption, considered an important tool
for showing the efficiency of the Issuer’s basit\aty.

6 months
U.M. 2004 2005 2006 2007

Total transported quantity milcm 18,195 18,140 18,314 8,699
Technological consumption mil cm 429.5 399.2 388.5 160
% 2.36 2.20 2.12 1.84

Source: Transgaz, Management Reports

Note: The total transported quantity of natural gasmprises the transported quantity of natural g@svhich the
transport tariff applies and the gas transported $torage during the respective year.

Technological consumption includes Transgaz ownsgomption and technological losses.
Considering the total transported quantity of ratgas, the reported technological consumption
decreased continuously, thus generating econorfigtegicy for the Issuer.

Transgaz and the Regulatory Authority are constgrgoccupied by the quality of the transport
service. In order to monitor the quality of theurat gas transport services based on specific
indicators and minimum performance levels, a Peréorce Standard for natural gas transport
entered into force starting®1January 2007, approved as Annex 1 to Regulatorihakity
decision no. 1361/13.12.2006. It sets the obligetiof the transport system in connection to
NTS users, applicants requesting access to theadd@$he Regulatory Authority.

The Standard defines certain performance indicatndstheir level during 1 year. The safety of
the transport service is measured using three liRdi¢ators regarding:

. the percent of the network controlled yearly foredmining gas losses;
. yearly number of defects per one kilometre of cleelcketwork;

. yearly number of defects identified following thenaplaints of third parties per one
kilometre of active network.

Transgaz must report to the regulatory Authorityaopearly basis the level of complying with
the performance indicators set by the Standard.fifétereporting, for 2007, will be elaborated
in March 2008.

3. Investment Policy

Issuer’s investment policy for 2004-2006

During the period 2004-2006, the investment modation-development plan was correlated
with Transgaz strategy, an integral part of thegpam for Romania’s energetic development in
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the medium term. RON 501.3 million were investemjaring the realization of 847.5 km of new

pipelines within the rehabilitation program, as vad the revitalization and replacement of 65.4
km of pipelines. Other rehabilitation works were ttnodernisation of 4 technological joints

(Sarmasel, Urziceni, Coroi, Sendreni), modernisation ltg gas measurement station Isaccea Il
Tranzit Turcia, as well as the installation of 9@t pressure joints and the modernisation of
adjustment-measurement gas delivery stations wathitsl below 10.000 Nmc/h necessary for
supplying gas to certain cities.

Out of the total 12.258 km of pipelines built dgrithe period 1927-2005, approximately 8.400
km, representing 68.4%, had obsolete functionirgpdeDue to the moral and technical wear of
the transport pipelines, Transgaz elaborated aasitment strategy considering the system’s
needs. It is based on a program for the diagndsteeqipeline technical status in order to assess
the necessary works for system rehabilitation. phiggramme has started in 1995 and by middle
of 2007, 2,882 km of pipelines have been diagnosetpf which 721 km of pipelines in 2006
and 511 km of pipelines in the first semester d¥720

The following table presents the amounts allocéddtie investment works starting with 2004
until 2006:

Million RON 2004 2005 2006

SNT modernization and revamping 39.7 16.4 23.7
Development of gas transport system and 216.7 209.6 140.2
related installation

Independent equipment 1.9 7.7 2.5
Other construction works 10.9 3.3 2.1
Expenses with studies and projects 0.9 2.1 2.0
Total 270.1 239.1 170.5

Source: Transgaz, Management reports

Over 76% of these amounts have been allocatedh®rsystem development part and the
development of afferent installations for carrymgt the objectives established in the minimum
investment plan handed to ANRM.

Overview of the Issuer’s investment policy

According to Oil Law no. 238/2004, the developmg@ntinvestment) is defined as all the works
consisting in building, assembling, rehabilitatirahd modernising specific installations,
collecting pipelines, major pipelines, equipmentl ather utilities necessary for transport and
transit.

The Issuer’s investment policy is based on theWalhg reasons:

* For performing the public service of natural gamsportation, the Issuer must agree with
ANRM upon a minimum investment plan. NevertheleS5lRM has not the capacity of
establishing/ approving the performance standarch&tural gas transportation system, as
this is being set by the Regulatory Authority. Aldbere is the possibility for some
investment requirements to be imposed by certaim@mic policy objectives established at
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governmental level, that can prove not viable, tarhain for a period as Issuer’s formal
obligations.

 The Issuer must obtain Regulatory Authority’s appiofor multi-annual prudential
investment plans that will allow the fulfilment dhe public service of natural gas
transportation, respecting also the performancedsta. Nevertheless, ANRE has also as
objective consumers’ protection against excessivieep, thus creating an additional
restriction concerning the volume and reschedubigcapital expenses admitted in the
regulated income;

* The Issuer exploits one of the oldest Europeantigasportation systems, with pipelines of
different ages, different materials, diverse prdiductechnologies etc. The diagnosis of the
technical state of NTS is under way and will not dsefore the realization of the initial
public offering of Transgaz.

 Because Transgaz inherits an old transportatiotesysthe human factor still has an
important role in exploitation, these determiningedative high number of employees in
comparison to comparable Western European compakiss the flow in certain sections is
under the initial projected level, or under theelepractised in similar countries/ companies.
Because of this, the Issuer’s alignment to the yectdity levels of similar companies in the
European Union is an objective that may be achiewdyin the long term.

* The Issuer is in the decisive phase to finalize esa@perations of complex diagnosis of the
technical state of some representative pipelinese This has allowed the change of the
strategic orientation from investment expensesadaed to replacement of entire pipelines
section and increase of projected parameters toatpeal expenses dedicated to replacing
only the defected sections and reducing the sectdrthe initial project parameters. This
policy has a substantial effect on Issuer’s toiglemses, but will also have a reduced effect
on the regulated assets base (RAB).

» Transgaz was set up by reorganization of a vertigalgrated company with activities of
production, probing, transport, distribution, syppiransit, related activities etc. For that
company the priorities have been established irffareint way to the disadvantage of some
activities compared with others. For example,ithglementation of a SCADA system is the
objective for the transportation activity since 399he Issuer will realize it only in the
following regulatory period.

 Romanian natural gas market has been subject tofaynd reform process from a sector
dominated by a vertical integrated monopoly to g@erocompetition structure, regulated
access of third parties to the network, new tramma&l mechanisms that impose new
platforms, new operators or new roles for the exgsbperators. In order to fulfil the role of
an equilibration operator and dispatch, the Issnest invest in equipments, especially in
information systems (administration and monitoriaigd in transactional platforms) and
transmitting data systems.

* NTS serves a transitional economy, characterizethéyisappearance of huge concentrated
consumers placed in certain areas and increaseeofesidential consumption and tertiary
sector (the transition from consumption and measard based on a centralised plan
towards consumers positioning near primary resajnerk force or product markets). The
investment policy must support this effort of NTygdmic reconfiguration.
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At present, Romania represents an important teyrfior natural gas transit from Russia to
Balkan area and Turkey. The development of nationaftkets in countries from West
Balkans, the development of new transportationidors from Middle Orient towards

European Union, or from Russia towards the eagiarnof the EU, are trends in a dynamic
geopolitical area difficult to forecast at presehtansgaz is part of the consortium that
develops the Nabucco project, but Romania canrfeeirovented by the new network South
Stream. The uncertainties generated by the profpoiitical implications make the planning
of an investment in a new transit project veryidifft. The Issuer’s contribution to the equity
of an international project as Nabucco may not bantffied at present, the investment
depending on the international context and the liesof a detailed feasibility study

concerning the project. The effort for guaranteeandiversification of possible sources of
import for covering the Romania’s internal consuimptmust not be neglected, in the
conditions in which the internal production is dpoopy significantly in time. This

diversification effort may need capital expensedlie realization of new inter-connections.

Meeting the requirements of the performance stahfar the transportation service of the
natural gas measurement regulation and not onlyps® investments in modern equipments,
up to date odouring stations and other similar el@sthat permit and reduce the number of
employees and implicitly reduce the specific explitdon expenses.

Issuer’s investment plan

Elaboration framework for the Issuer’s investmelainp

The Issuer’s investment effort for the followingays is directed by:

* its minimum investment obligations imposed by thmimum investment Plan for the
period 2007-2011 as per the Addendum 2/19.10.20@R@eaConcession Agreement (the
fulfilment of the obligations being watched by ANRM

* investment necessities for fulfilling the obligatg of carrying out the public transport
service, watched by Regulatory Authority. For thise Regulatory Authority analyses
and approves the investment plan proposed by Taansgd the assets resulted from the
investment plan approved by the Regulatory Authia@re included in the regulated asset
base and remunerated with a regulated rate ofrretur

» the objectives derived from the Romanian EnergycgolThese objectives have been
assembled into one document “Romanian Energy $yafer 2007-2020“ (final
document, % September 2007)

According to the NTS Concession Agreement signgd wNRM, a minimum investment plan

must be presented and submitted for approval to MN#Jce every 5 years. It must contain
Transgaz investment priorities for the transposteys. The minimum investment plan for 2007
— 2011 is presented in the following table.

RON mn. 2007 2008 2009 2010 2011 TOTA
Investments 114 21 104 117 36 6
Rehabilitation 63 55 81 a0 9P 34

Source: Management Reports
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According to the Transgaz’'s Budget for 2007, tteués planned the following development and
modernisation works for the NTS, as well as théofwing works for the rehabilitation of the
transport network:

Works for development of NTS 2007
Natural gas transport pipelines for supplying a wewsumption area mill. RON 13C
Total mill. RON 130
Modernization of NTS installations and equipment

Technological joints mill. RON 15
Modernization of adjustment-measurement stations mill. RON 16
Modernization of cathodic production stations mill. RON 1
Modernization of gas odorising stations mill. RON 2
Modernization of gas measurement systems (enerigs) un mill. RON 0
Information systems mill. RON 0
Other investments mill. RON 21
Total mill. RON 55
Total Investments mill. RON 185

Source: Management Reports

Works for rehabilitating and increasing the safetyparameters of natural gas transport pipelines in(nil. RON) 2007
Repairements of the majot pipelines 38
Rehabilitation, repairements and services for SRighnological joints and SMG 23
Environment protection 1

Repairements of equipment, installations and vargmrvices
Repairements and maintenance of stations 0
Repairements of buildings 3
Gas compression groups 8
Diagnose of pipelines 4

5

4

Other
Total 8

Source: Management Reports

According to the Economic development strategythar period 2007-2013, the Issuer’'s multi-
annual investment plan is the following:

- mil. RON | 2006 | 200¢ | 201¢C | 2011 | 201z
Works for development of NTS

Natural gas transport pipelines for supplying astonption arei 50 - 24 31 18
Natural gas transport pipelines for optimizing temlogical condition 71 52 26 6 -
Natural gas transport pipelines related to thesi@ten 25 35 22 - -
Tehnical and municipial objectiv 3 3 3 4 4
Machinery and technological equipment 6 6 7 7 7
Develop new directions for natural gas im 76 - - - -
Works for development of natural gas transit céjees 6 - - 18 28
Total 237 95 82 65 5€

Modernization of NTS installations and equipment

Gas compresssion grot 7 3 3 15 -
Modernization of adjustment-measurement sta 35 35 18 35 14
Modernization of cathodic protection stati 1 1 1 1 1
Modernization of gas odorising statit 4 5 4 1 -
Modernization of gas measurement systems and axtation to settlement in energy ufits 6 6 3 3 3
Information systen 19 23 23 3 4
Total 72 72 51 58 21
TOTAL INVESTMENTS 309 167 134 123 78

Source: Management Reports
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For 2013 the Issuer planned development and madgiom works totalling RON 105 million.

Works for rehabilitating and increasing the natural gas transportation pipelines

operation

- mil. RON 200¢ 200¢ 201c 2011 201z
Works for rehabilitating the natural gas subsys 45 50 49 50 28
Pipeline replacement worl 15 18 20 23 25
Cathodic protection systems 1 1 1 1 1
Gas compresssion grot 5 5 5 - -
Technoloaical joint 11 10 5 3 3
Adjustment-measurement stat 62 62 62 62 62
Total 13€ 14€ 142 137 11¢

Source: Management Reports
For 2013, the Issuer’s strategy includes rehabdieexpenses totaling RON 165.54 million.

The investment policy objectives and areas of aungeéng the investing effort

According to the development strategy, the Issuerasn investment objectives for the period
2007-2013 are the following:

Optimisation of the transport capacity and increasafety in operating the gas transport
pipelines;

Optimisation of technological consumptions andtithe natural gas losses in the NTS;
Use the energetic potential of the natural gaBenNTS by loosening them,;

Implement system for using non-conventional enasmyrces in order to reduce emissions;
Develop NTS for a maximum economic efficiency;

Develop the capacities for taking over imported gas

Develop natural gas international transit capasitietRomania,

Modernise information systems;

Reduce pollution and assure the environmental gtiote by complying with the European
environmental norms.

The Issuer’'s main directions for investments are:

NTS rehabilitation and modernisation
0 Modernisation
o Rehabilitation
o Information systems - SCADA
o Endowments
NTS extension
Interconnection with other transportation systems
Development of the transit activity.
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NTS rehabilitation and modernisation

NTS Modernisation

The objectives considered are:

. modernisation of adjustment-measurement statiodoatechnological joints;

. modernisation and automatisation of cathodic ptmedstations;

. modernisation of odouring stations and replaceraetite odour used,;

. modernisation of compressing groups;

. modernisation of the systems for measuring theggastities in power units;

. modernisation of gas measurement systems and eguoigalonging to Transgaz;
. extension of information systems;

. introduction of the system for the control, autosatton and technological data
acquisition of the transport system

NTS modernisation is considered as part of thetabposts for investments and is capitalised.

The technical state of the transportation systairtdethe necessity of putting the modernization
of the odouring system among the investment pr&itThe modernisation of the gas odouring
system is one of the stages for improving the a&igas transport system, directly impacting on
the increase of operating safety of the transpettvark and distribution networks, people’s
safety and the environmental protection.

NTS Rehabilitation

The NTS purpose is to restore to the initial vahe transport capacity affected by the physical

and moral wear of the main system components: majeelines, gas compressing stations,

cathodic protection station, technological jointsl adjustment-measurement stations. Planning
the works and deciding their priority is based lba process of diagnosing the current technical
status. All these expenses are considered opeetpenses.

Information Systems

Another important element regarding the investmeiTS development and modernisation is
the investment in state of the art information egs. As shown at the beginning of the chapter,
the Issuer’s fulfilment of the market operator dmalancing requirements, of transportation
system operator (dispatcher), require the impleatemt of complex and state of the art
information systems, which will allow the operatiam real time of the NTS, but also gas
physical transaction and the afferent servicesem time on the new liberalised market. At
present, NTS dispatch from the parameters collegtimints to the regional dispatchers is based
on the transmission over the phone of the operaiata. After that, these are transmitted online
to National Natural Gas Dispatcher Medias and th&uhl Gas Dispatcher Bucharest using the
specialised software “Gas transport managementMAfS range. In order to make the data
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transmission more efficient, it is important forafsgaz to implement a competitive system for
monitoring, command and data acquisition of SCAppet

Extension of the network of transport major pipeks

These investments carried out by Transgaz withathreof increasing the transport capacity, as
well as for the connection of new consumers, atkided in the capital costs.

The extension of transport main pipelines netwoiky e triggered by the existence of new
consumption areas that are not covered by the imxistetwork, the optimization of the
technological flows in the existing network or ®@nnection of new warehouses for gas storage
— all these need the assembly of new pipelinesuddibg new systems containing, beside the
transport pipelines, other structure items (measarg panels for gas taking over, compressor
stations, adjustment-measurement stations, tecticalgoints, etc.).

In terms of investment works, NTS development nyagainsists in the following:

. build transport pipelines, high-pressure joints adpistment-measurement stations needed
for the supply of natural gas to the new distribus;

. build transport pipelines related to some undengdonatural gas storage systems;

. build transport pipelines for the completion of ‘Bystem impacting on the optimization of
the technological conditions and gas flows in tHesN

. creation of new compressing capacities in the cesdmically and economically justified,
considering the development of gas transport, dsasehe modernization of the existing
compressing stations.

At present, the company is in the process of d@wetpof an annular system starting from the
existing pipeline infrastructure — a system aimechaking more efficient the main gas transport
flows on a national level. This system, called ‘®stem, is operated at the highest pressure
level (up to 40 bars), assures the entire interecton of all the main sources in the country and
abroad, gives the possibility of optimizing the dlmsvs with minimum power consumption,
gives increased flexibility and safety in the sypmif gas to large consumption centres
considering the liberalization of the gas markbg tncreased number of gas producers and
suppliers, as well as the free access to the nktarmt the consumers’ possibility to choose their
own suppliers.
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Source: Transgaz Management Reports

Development of transit activity

Regarding the existent transit pipelines, the itmests taken into consideration have as
objective making the transit activity more efficiethrough realization of, among others, an
automated system for collecting data and dispadcthiis activity.

Nabucco project

The Issuer considers the development of the traadivity mainly by means of the future
Nabucco project, Transgaz holding 20% in the Ptofeompany - Nabucco Gas Pipeline
International GMBH, registered on 24 June 2004h\Wwi#adquarters at Vienna, Austria.

Nabucco project is a strategic infrastructure mbj@r transporting hydrocarbons from the
Caspic Sea area towards the internal EU marketeftleiess, some difficulties such as different
legal and regulatory regimes, financial schemes saupply contracts slow down the progress.
These issues generate uncertainties for the plgrofithe project implementation on short and
medium term and refer to the following:

. different legal status of ownership over interstaiggelines for hirdocarbons transport in
the countries to be crossed,

. different regulations for the tariffs applied fosing these systems in the different
participating countries;
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. current absence of a financing plan defining cood# and terms regarding possible
closure of the financial scheme;

. the fact that the ,,open season” procedures (awfi@nreserving transport capacities) have
not been initiated yet, which has not yet elimidatiee uncertainties regarding the natural
gas demand in this transport/transit system,

. insufficient rating of some participants which madecessary the involvement of a
strategic investor — not confirmed yet,

. absence of clear contracts for natural gas supplye Caspian Sea area,

. strong expansion of the Russian Federation in tha and the fact that Nabucco crosses
other routes intended to bring natural gas from Rlussian Federation to South Europe
(Italy, Greece), Western Balkans even through RaasaBulgaria, as well as the increase
of the supply capacity of the systems already gaindustria, combined with Gazprom
entry in the downstream area of din Austria

All these reasons and considering the extremehahyo geopolitical context in the Black Sea

area conclude that the possibility to obtain prbjéoance for Nabucco and to start the

substantial expenses by Transgaz for project imptgation and repayment of the loans for the
project in the following 1-2 years reduces sigrifidy. Under these circumstances, the initial

planning of the Issuer of substantial capital eggsnfor this project has to be revised, while a

current estimate of the Issuer's market value shodt take into consideration the Nabucco

project.

Issuer’s planned investments in Nabucco project

- RON Million - 2007 2008 2009 2010 2011 2012 2013

Investments in Nabucco Project 4 58 129 164 139 129 129
(Transgaz participation 20%)
Source: Management Reports

4. Research and Development, Patents and Licenses

Invention Patents
The Issuer holds, together with other holders glmgention patents:

. "Injection anode mounting for anti-corrosive prdten”, invention patent no. 120717,
deposit no. A/00939/01 July 2002; holders: Transgyaz ICPE — Cercetari Avansate SA,
Bucuresti;

. "Procedure for anti-corrosive protection of stegiglines”, invention patent no. 112662,

deposit no. 00491/07 March 1996, holders: Explestatonductelor Magistrale de Gaze
Naturale Medis and Institutul de cercetari chimiCc&CHIM Bucuresti;

The co-holders of the invention patent "Procedwe dnti-corrosive protection of steel
pipelines” no. 112662 concluded an exclusive lieecentract with Pro Auto Industries SA
Bucuresti, licence published in the Official Gaeetif Industrial Ownership no. 2/2004.
The contract is concluded for a period of 10 years.
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. Self-adhesive band for anti-corrosive and elegratection of metallic pipelines, how it is
obtained, protection system and application prosEdunvention patent no. 118806,
deposit no. 00117/05 February 2002, holders: Prim Andustries SA Bucuresti, Transgaz
and ICECHIM Bucuresti.

With respect to the invention “Self-adhesive bamdanti-corrosive and electric protection
of metallic pipelines, how it is obtained, protectisystem and application procedure”, on
23 January 2003 the holder concluded an Agreenmerthé common exploitation of the

invention subject to the request for patent, byclhhey decided that the production and
domestic and foreign sale of the products achidéasgd on the invention would be carried
out by Pro Auto Industries SA, during the validitgriod of the invention patent, according
to the know-how taken over.

The protection given by these patents expires pft (uly 2022, (ii) 7 March 2016 and (iii)) 5
February 2022, respectively, on condition that the provided by the law for keeping the
validity of the patents is paid. The taxes for kegphe validity of the three patents are paidlunti
2008.

Software licenses

The Issuer uses exclusively legally licensed sak#wan all the computers and hardware
equipment used. The software license contracts@reluded in standard form, according to the
industry practice.

Trademarks. Designs and industrial models. Domaiames. Copyright.

The Issuer holds only one domain name, namely geenso.

The Issuer does not hold (i) copyright, (ii) tradeks or request for trademark (communitarian
mark, mark registered nationally or internationabhrkn with protection in Romania), or
community trademarks or drawings and industrial eted
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IX. INFORMATION REGARDING THE ISSUER

1. History and evolution of the Issuer

The Issuer is a Romanian legal entity, a jointdstoampany with the following identification
details:

Name of the issuer Societatea Nationala de Transport Gaze
Naturale Transgaz S.A.

Legal form Joint-stock company

Registration number at the Register ofl J32/301/2000

Commerce

Unique registration code 13068733/ 02.06.2000

Tax attribute RO

Set-up date 7 June 2000

Issuer’s functioning period unlimited

Registered office 1 Pta. Constantin Motas, Medias, Sibiu
county, Romania

Telephone numbers of the registered+4 0269 841966

office +4 0269 803334

Fax +4 0269 839029

E-malil Cabinet@transgaz.ro

Web page www.transgaz.ro

The Issuer is organised and carries out its agtadcording to the legal provisions in force, as
well as the provisions of its Memorandum of Assticiaapproved by the Government Decision
no. 334/2000 as subsequently amended, updated forttm of Articles of Association.

Once the Issuer’'s shares will be accepted on thelaked market managed by the Bucharest
Stock Exchange, the Issuer will carry out its agtialso in accordance with the capital market
legislation, namely the Capital Market Law and sleeondary legislation issued based thereon.

Transgaz —Final Prospectus 13¢



S.N.T.G.N. Transgaz S.A. Initial Public Offering

Important events in the evolution of Issuer’s adties

Set-up of the Issuer. Historical overview

Transgaz S.A. was formed in 2000, according toGbgernment Decision 334/2000, following
the reorganisation of SNGN Romgaz.

Following the restructuring of SNGN Romgaz, theutsshas become the operator of the gas
transport system, following the separation of @umal gas transport and international transit
activities, namely dispatch activities from (ii) tneal gas production, acquisition, storage,
distribution and supply activities.

Main restructuring stages of gas transport actiafyer the year 1990
After 1990, the main restructuring stages of thieira gas activity are the following:

. Formation of the natural gas autonomous companyrtigaz”

According to the Government Decision no. 16/19%k Pit Gas Company Medias was
dissolved and the Natural Gas Autonomous Compaiyrigaz’ was formed.

The Natural Gas Autonomous Company “Romgaz”’ watagrated entity carrying out
activities in the field of natural gas, its mairjexti of activity being the geological research
for discovering natural gas reserves; drillingragtion, transport, distribution and trade of
natural gas; research, design, unit constructiorksyaquipment maintenance and repair
works, provision of services; import and exportspecific products, machines, equipment
and technologies; economic, technical and scientbllaboration and performance of
works abroad in its field of activity; dispatch gds deliveries and control of their usage for
all consumer categories.

. Formation of SNGN Romgaz

The Natural Gas Autonomous Company “Romgaz” wastruetsired within the
restructuring process in the natural gas sector.

Thus, in the first stage, according to the Govemmmecision no. 491/1998, SNGN
Romgaz was formed, a company that became the tathoperator of the natural gas
transport system.

The main object of activity of SNGN Romgaz was ¢le®logical research for discovering
natural gas reserves, storage, transport, dispatabort, international transit and
distribution of natural gas. SNGN Romgaz was forrokfive branches, organised as joint-
stock companies, their sole shareholder being Remga

o] Branch for natural gas exploration, production amderground storage of natural
gas - “Exprogaz Medias”

0 Branch for natural gas exploration, production amderground storage of natural
gas - “Exprogaz Targu Mures” S.A.

o] Branch for natural gas exploration, production amderground storage of natural
gas - “Exprogaz Ploiesti"S.A.
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o] Branch for natural gas distribution - “Distrigazd3i5.A.
o] Branch for natural gas distribution - “Distrigaz fdd S.A.

. Reorganisation of SNGN Romgaz — Formation of theels

According to the Government Decision 334/2000, SNBbdingaz was restructured and
reorganised by means of a split. SNGN Romgaz wasobied, leading to the full
separation of the main activities in the natura gctor to separate entities, namely:

o] National Company for Natural Gas Transport “Traz8g8.A. (for natural gas
transport and international transit, dispatch)

o] National Company for Natural Gas Underground SterdDepogaz” S.A. (for
natural gas storage)

o Two natural gas distribution companies — Naturals Gaistribution Company
“Distrigaz Nord” S.A. Tg. Mures and Natural Gas tiitsution Company “Distrigaz
Sud” S.A. Bucharest (for natural gas distributiow gupply) and

o] Natural Gas Exploration and Production Company ‘tegpz” S.A. Medias (for
natural gas exploitation — production)

Following the reorganisation, Transgaz was setaip fint-stock company with a share
capital of ROL 220,449,570 thousand, fully ownedthg Romanian state represented by
the Ministry of Industry and Commerce (at presemisiry of Economy and Finance).

Following the reorganisation of SNGN Romgaz, Trazsdias become the technical
operator of the NTS and is responsible of its fiomihg in terms of quality, safety,
economic efficiency and environmental protection.

. Formation of the Market Operator within Transgaz

In order to assure an organised framework for #ieand undiscriminating allocation of
domestic and imported natural gas, according taCider of the Ministry of Industry and
Resources no. 85/02.04.2001, the Market Operatsrfaraned, within the National Natural
Gas Dispatcher Bucharest, included in Transgaz S.A.

The Market Operator determines the monthly quofadomestic and imported gas of the
natural gas mixture for all natural gas suppligstfibutors licensed according to the
Government Decision 784/2000 on the approval of fRegulation for granting
authorisations and licenses in the natural gasoseas republished, with its subsequent
changes, as well as for eligible consumers. Atstme time, the Market Operator daily
monitors natural gas acquisitions/consumptionsbaktes the monthly report on the
acquisitions of domestically produced and impodad by each operator on the Romanian
gas market and by each eligible consumers, comratingc them the quotas of import /
total consumption for invoicing purposes.
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Important legal events in the evolution of the dagury framework applicable to natural gas
transport and transit activities

Primary legislative framework applicable at the értine Issuer was formed

In 2000, Romania was undergoing the process afuasting and organising the energetic
sector, while the configuration of the natural geket was being defined.

Oil Law no. 134/1995, one of the first importaniviain the field (currently cancelled by
Oil Law no. 238/2004) regulated the legal condsia@f oil operations (initially defined as
all the activities regarding the exploration, deyshent and exploitation of an oil ore), as
well as the usage of oil resources, by means ofiragration or concession. ANRM was
appointed the competent authority for enforcing thiv.

According to the Government Ordinance no. 41/2@@proved by Law no. 791/2001, as
subsequently amended and completed, in Februanp, 26t National Regulatory
Authority in the Natural Gas Field was formed, ftioging as a public institution with
legal form, coordinated by the Ministry of Indusaigd Commerce.

The main tasks of ANRGN were the elaboration, ex@orent and supervision of the
implementation of the regulatory framework neededtifie functioning of the natural gas
market. Upon its formation, ANRGN took over someAdfRM tasks regarding natural gas
transport. At present, according to the Governnignergency Ordinance no. 25/2007, the
National Regulatory Authority in the Natural Gaseldi and the National Regulatory

Authority in the Energy Field were merged under aoée regulatory authority in the

energy field, namely the National Regulatory Auttyoin the Energy Field.

Another important legal document in elaborating thgulatory framework for the natural
gas field at that time was the Government Ordinaree60/2000 regarding the regulation
of activities in the natural gas sector (curremtiyncelled by Gas Law no. 351/2004). This
regulated also the natural gas transport and traasivities, the status of natural gas
transport system — considered to be owned by tite,dtaving a strategic importance, as
well as the rights and obligations of the natiayes transporter.

Law no. 213/1998 regarding public property andié@gal status

Public property law no. 213/1998 clarifies the legtatus of the NTS and expressly
qualified the “natural gas transport pipelines” dgds supply networks” together with the
“related installations, constructions and land” ggods belonging to the State’s public
domain.

Approval of the natural gas Technical Code by Raiguy Authority Decision no.
616/2002

The main purpose of the technical code for therahtyas sector is to impose and promote
the minimum technical requirements specific to tleural gas sector, as well as the
general requirements, both the ones provided bytimary and secondary legislation, as
well as the ones that have to be detailed in tblenieal norms by the licensed operators.
Thus, the purpose was to assure the safe funatigrethbility and economic efficiency of

the infrastructure in the natural gas sector, whigresents the physical support for the
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continuous and safe supply of natural gas. Sombkeobbjectives expressly included in the
technical code are: (a) to decide the technicalirements for basic activities, related to
the infrastructure in the natural gas sector, ngrtied design, construction, operation and
maintenance; (b) responsibilities of licensed ofmesaand users of the transport system
and/or the storage system and/or the distributystesns; (c) establish the requirements for
developing the transport, storage and distributsystems; (d) establish the technical
requirements for the connection to transport amstridution systems; (e) controlling and

inspecting methods used in the natural gas sector.

On 5" October 2007, the Regulatory Authority publishedits website a draft document
of the “Network Code, reffering to the conditionedarules for using the NTS. This
document is under public debate until 2 Novemb&?720

. Oil Law no. 238/2004

The first step in completing the regulatory framekvoegarding gas and oil natural
resources is the Oil Law no. 238/2004, which inekidamong oil operations, also the
underground storage, oil transport and transitutinomajor pipelines, as well as the
operation of oil terminals.

Clarifications regarding the enforcement of this kexpressly provide that the legal status
of the natural gas transporter through the NTSdied by means of a special law. At the
same time, the method for regulating the accegsdénial of access to the system, the
approval of the technical norms regarding natusal gansport, the commercial operations
carried out, as well as the tariffs for carryingt dne natural gas transport service are
decided by the competent authority with regulationyction in the natural gas sector and
market, namely the Regulatory Authority.

. Gas Law no. 351/2004

Gas Law no. 351/2004 cancelled the Government @ndiea no. 60/2000 regarding the
regulation of the activities in the natural gastse@nd contains provisions aimed at
correlating the regulatory framework specific te thatural gas sector with the community
legislation, by reflecting the basic principlesi® Romanian legislation.

Thus, Gas Law no. 351/2004, as well as its subsggaenendments, aimed at
implementing a policy assuring the liberalisatidntlte natural gas market, as well as a
functional and competitive market.

For this purpose, it regulated the principles fesuaing the independence of the operators
of natural gas transport and distribution networés, well as the accounting, legal,
functional and organisational separation of the gamnnes carrying out business in the
regulated natural gas sector.

According to Gas Law no. 351/2004 and the DirecB083/55/EC, starting 1 January 2007
and 1 July 2007, respectively, the obligation tesuas the legal, functional and
organisational separation of regulated activitiasried out by companies active in the
natural gas sector is regulated. This requirengeatso included in the condition 71 of the
validity terms of the natural gas transport Licehskl by the Issuer.
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According to the same legal documents, some mininanteria for assuring the
independence of the transport operator are alsdategl:

o] the people managing the transport operator canaqtant of the structures of the
integrated company in the natural gas field resipbmsvith coordinating the natural
gas supply directly or indirectly

o the transport operator must have effective decis@aRing right, independent of the
integrated company in the natural gas field resjpbmsvith coordinating the natural
gas supply directly or indirectly

o] the transport operator decides a plan of measaresder to make sure that there is
no discrimination and that monitoring activitieg @arried out.

The Issuer states that it complied with the minimweguirements for assuring the
independence of NTS operator, as per art. 22 ofl@aso. 351/2004.

The Issuer carries out (i) the activity of natugas transport, which also includes the
dispatch activity (regulated activity); (ii) the tadty of natural gas transit through
dedicated major pipelines (non-regulated activifyi)) in connection to the transit, the
activity of supplying to eligible consumers the gdained as payment for transit services
(non-regulated activity) and (iv) research and tigy@ent activity.

The Issuer requested the opinion of the Reguladothority regarding the compulsoriness
and application method of the provisions regardigggl separation and whether it might be
considered a vertically integrated company, follogvthe Issuer’s restructuring according
to the decision of the Extraordinary General Megtio. 9/26 July 2007 (for additional
information see Chapter VIII.1 — paragraph Aspeetgrding the transport License).

According to document no. 20255/12.10.2007, issmedhe Regulatory Authority, when
the supply license expires it cannot be renewqat@onged, a new one being necessary. In
the same document, the Regulatory Authority comsitleat once the validity of the supply
licence expires, the legal separation of the Issueomplete.

At the same time, art. 24 of Gas Law no. 351/2Q{pukates that the NTS operator, does
not have the right to carry out, directly or inditlg, operations such as the probing,
extraction, distribution and supply of natural g@s€onsumers, including by holding shares
or shareholdings or by means of a management agreéanvolving entities that carry out
such activities. By derogation from these provisioaccording to art. 26 from the same
law, the NTS operator has the right to trade it$ @uantities of natural gas received as
payment for transit services.

The Issuer states that it has not been involvadctly or indirectly, in operations such as
the probing, extraction, distribution and supplynaftural gas to consumers, including by
holding shares or shareholdings or by means ofreageanent agreement involving entities
that carry out such activities, except for:

« trading the natural gas received as payment foryicgy out natural gas transit
services;

» the participation in SC Wirom SA, representing @9% of the share capital of this
company.
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According to art. 109, par. 2 of Gas Law no. 35040the non-compliance or the
inconsistent compliance with the validity terms the authorizations/licenses obtained is
considered a minor offence and is sanctioned lgyffimm RON 10,000 to 50,000.

Government Emergency Ordinance no. 33/2007 amenalitt completing the Electric
Power Law no. 13/2007 and Gas Law no. 351/2004

The amendment of Electric Power Law no. 13/2007 &a$ Law no. 351/2004 was
triggered by the dissolution of the National Reguia Authority in the Natural Gas Field
and by the take over of its tasks, budget, finagpcgources, personnel, rights and
obligations by the National Regulatory Authoritytime Energy Field. Thus, Gas Law no.
351/2004 states that the competent authority inrtheiral gas sector is the National
Regulatory Authority in the Energy Field, an autorwus public institution of national
interest, with legal status, fully financed outisf own sources, coordinated by the Prime
Minister through the Prime Minister’s Office. ThellRs of organisation and functioning of
the National Regulatory Authority in the Energy |Bigvere approved by the Government
Decision no. 410/2007.

* Government Emergency Ordinance no. 101/2007 amgratid completing the Mines Law
no. 85/2003 and Oil Lawno 238/2004

The oil royality fee and the royality fee for naligas transport activity was increased
from 5% to 10% of the value of gross revenues abthifrom transport and transit

operations through the national transport systéaliewing the entering into force of the

Government Emergency Ordinance no. 101/2007, phddisn the Official Gazzete no.

684/8.10.2007.

Liberalisation of the natural gas market - evolutio

Relevant legal Market openness degree according to the

No. document Relevant period respective Government Decision
1. | Government Decision starting 1 July 2007 100% for all consumers
no. 638/2007
2. | Regulatory starting 1 January 2007 100% for all non-houseboltsumers

Authority’s Decision
no. 1368/2006

3. | Regulatory starting 1 July 2006 Any non-domestic consumer atfiral gas is
Authority’s Decision granted the right to be eligible if, during the
no. 637/2006 period 1 July 2005 - 30 June 2006, |it

registered a consumption of at least 12,400
cubic meters of the total domestic
consumption and was directly connected to [the
NTS, respectively

4. | Government Decision starting 1 January 2006 65% of total domestic comgion
no. 1397/2005

5. | Regulatory year 2005 50%

Authority’s Decision

no. 1347/2004
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6. | Regulatory year 2004 Up to 40% of the total domestic consuompti
Authority’s Decision of the year 2003
no. 1076/2003

7. | Regulatory year 2003 Up to 30% of the total domestic consuompti
Authority’s Decision of the year 2002
no. 997/2002

8. | Regulatory year 2002 Up to 25% of the total domestic consionpt
Authority’s Decision of the year 2001
no. 1/2002

9. | Regulatory Initial openness degree of | Up to 10% of the total domestic consumption
Authority’s Decision | natural gas domestic marketof the year 2000
no. 133/2001

According to the provisions of Gas Law no. 351/2@ddl the Directive 2003/55/EC, the market
of natural gas supply services was fully liberalier all consumers starting 1 July 2007.

According to the latest statistics of the ReguhatAuthority, the effective openness degree of
the natural gas domestic market in June 2007 qusreng to the total consumption of the
consumers that chose to exercise the right to etosr own supplier was estimated to be at
55.51% of total consumption.

Other important elements in the evolution of theslser’'s activities

As part of the structuring and development of théural gas sector and natural gas transport,
transit and dispatch services, the regulatory fraonk was subject to significant amendments, as
follows:

Important technical regulations for the organisatiand functioning of the natural gas transport
activity issued by Transgaz and approved by deawssad the Regulatory Authority

. Decision no. 52 of 23 January 2001 regarding therayal of the Rules for scheduling,
functioning and dispatching of the natural gasameti transport system

The Rules for scheduling, functioning and dispatghof the natural gas national transport
system were adopted based on Transgaz proposahkiandat assuring the operation,
functioning, scheduling and dispatching terms har transport through the NTS in order to
provide quality services safely, efficiently, traasently, protecting the environment at the
same time. These regulations are included in tamdwork agreements for natural gas
transport.

. Decision no. 260 of 3 August 2001 for the appradMathe Technical agreement regarding
the operation of natural gas delivery/take ovenfsoi

The Technical agreement regarding the operatioratifral gas delivery/take over points is
an integral part of the contracts for natural gasdgport and contains the conditions
regarding the minimum technological equipment af tommercial delivery/take over
points, as well as the rights and obligations & tontracting parties regarding their
operation. At the same time, it contains the measent methods and means (counters /
measurement systems and equipments), formulasfasel@termining and correcting the
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quantities of natural gas, methods and means ftarméing the quality parameters of
natural gas.

Approval of the Concession Agreement
The Concession Agreement was approved by the GmernDecision no. 668/2002.
Details regarding the Concession Agreement aredec in Annex 7.

Approval of the Regulation regarding the accesgh® National Transport System and the
Regulation regarding the management of contractu@igestions in the National Transport
System

The Regulation regarding the access to the Natidnahsport System was approved by the
Government Decision no. 1043/2004. It regulatesatteess conditions for NTS applicants/users.
The Regulation regarding the management of coniahciongestions in the National Transport
System was approved by the Regulatory AuthorityeciBion no. 757/2005; it contains the

mechanisms for managing contractual congestiotiseiMNTS.

Approval by the Regulatory Authority of the Perfanmoe Standard for the natural gas transport
services

The Performance Standard for the natural gas taahsprvices was approved by the Regulatory
Authority’s Decision no. 1361/2006. It regulate® tbommercial quality criteria, defined as
performance ratios, in order to assure the nagasltransport service and the auxiliary services,
carried out by the transport system operator.

Regulations regarding the transport tariff

The criteria and methods for approving the priced the regulated tariffs in the natural gas
sector were approved by Regulatory Authority’s Bewi no. 1078/2003, as amended and
completed, including by Regulatory Authority’s D&ioin no. 311/2005 approving the additional
documents regarding the application of the critama methods for approving the prices and
determining the regulated tariffs in the naturad gactor.

The transport tariff based on which the value eftiiansport services carried out for the gas year
2006-2007 is calculated was communicated in theeOrdo. 635/2006 regarding the
determination of the regulated tariff for carryingt natural gas transport and comprises: (i)
component for capacity reservation in the NTS —1f@00 cubic meters and reservation hour —
9.67 RON without VAT (in case of contracts for piion of transport services with capacity
reservation), namely 9.14 RON without VAT (in cadecontracts for provision of interruptible
transport services) and (ii) volumetric componemtgfach 1000 cubic meters transported — 25.35
RON without VAT.

According to ANRE Order no. 10/2007, these regulatiffs for providing the natural gas
transport service will also be applicable to thetcacts for natural gas transport concluded for
the gas year 2007-2008.

The tariffs mentioned above were replaced as®obdtober 2007, by Order of the Regulatory
Authority n0.33/2007 regarding the setting of tkegulated transport tariff, according to which
the tariff for the natural gas transport servicetfee period T October 2007 — 30June 2008
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comprises: (i) fixed component for capacity resgovain the NTS - for 1000 cubic meters and
reservation hour 10.97 Lei without VAT (for conttaidor the provision of natural gas transport
services with capacity reservation), respectiveti49Lei without VAT (for contracts for the
provision of interruptible natural gas transpom)d&(ii) volumetric component for each 1000
cubic meter transported: 37.28 Lei without VAT.

Further Information regarding the regulated tafdif transport activity is included in Chapter
VI.11 — Information regarding trends.

Approval by the Regulatory Authority of the framéwwontracts for natural gas transport

The Regulatory Authority approves the framework tcacts for carrying out the transport
services. At present, the framework agreements oapdr by the following decisions are
applicable:

. Decision no. 460/2006, amended by the decisiorl860/2006, regarding the approval of
the Framework Agreement for carrying out naturad gyansport services with capacity
reservation through the National Transport Sysiarfgrce starting 1 July 2006

. Decision no. 528/2006, amended by the decisiorl860/2006, regarding the approval of
the Framework Agreement for carrying out natura$ gaterruptible transport services
through the National Transport System, in forcetisig 1 July 2006.

The concept of interruptible consumer was introduire connection to Directive 2004/67/CE
regarding the measures for guaranteeing the safeahayas supply, in order to assure the
necessary consumption of all consumer categoridseiminate the malfunctions occurred on
the domestic natural gas market during the win@522006 (following low temperatures and
the decrease of imported natural gas in JanuaryFabduary 2006). According to the common
Order of the Ministry of Economy and Trade, the Watpry Authority and the A.N.R.M no.
102136/530/97 of 2006, the interruptible consumentitbutes to maintaining the safe
functioning of the NTS and the distribution systdmysaccepting decreased consumption until it
stops, according to the provisions of Directive £280/CE, in order to assure the supply to
household consumers in the following circumstances:

e partial interruption of natural gas supply over exipd to be decided considering the
national conditions

» very low temperatures in a peak period on a natiewval

» colder periods, statistically occurring once ev2éyyears, when the request for gas is
extremely high

According to the order mentioned above, interrdptdonsumer may be the eligible consumer
that cumulatively complies with the following terms

* has an hourly constant consumption of minimum 30,0® during the period October-
March

* may be operatively interrupted within at most 24uisowithout impacting on the
technical safety of its installations and equipment

The eligible consumer choosing to be an interrigtidonsumer is obliged to conclude a contract
for the provision of interruptible services of natiugas transport through the NTS.

Transgaz —Final Prospectus 14¢



S.N.T.G.N. Transgaz S.A. Initial Public Offering

Based on the two framework agreements approvethdypecisions mentioned above (in force
starting 1 July 2006), the Issuer concluded thdrects for natural gas transport services for the
gas year 2006-2007.

Based on the same framework agreements, the Issneluded the contracts for the provisions
of natural gas transport services with capacitgmestion in the NTS / contracts for the provision
of natural gas interruptible transport services tfeg gas year 2007-2008 (in force during the
period 1 July 2007 — 30 June 2008).

Approval by the Regulatory Authority of the valdierms of the License for natural gas
transport

The validity terms of the license for natural gesnsport were approved by the Regulatory
Authority’s Decision no. 1362/2006. Based on it thalidity terms of the transport license held
by Transgaz granted by Regulatory Authority’s Dieciso. 43/2001 were amended.

Details regarding the terms of the licenses spetofithe natural gas sector held by the Issuer are
included at Annex 6.

Nabucco gas pipeline Project

The Nabucco Project was initiated with the partaipn of five companies in the field, namely:
BOTAS of Turkey, Bulgargaz of Bulgaria, TransgazRdmania, MOL of Hungary and OMV

Erdgas of Austria, with the purpose of connectimgl aurning into account the natural gas
reserves in the Caspian Sea Area and Middle East the European markets. Additional
information on this project are included at Chapi#ii.2 — Description of the Issuer's main

activities — paragraph Nabucco Project — the ldrgesject related with the natural gas
international transit activity

Legal status of the Issuer

From a corporate point of view, the Issuer is org@oh and carries out its activity according to
the provisions of the Companies Law and its Arsadé Association

Moreover, considering the main activities carriad, dhe Issuer is subject to the legislation
specific to the regulated natural gas sector, whghstructured in (i) primary legislation
including the generally applicable principles antes and (ii) secondary legislation, issued by
the Regulatory Authority for the enforcement oinpairy legislation.

Primary legislation applicable to the natural gascsor

In terms of primary legislation, Gas Law no. 35D020s the main law regulating the natural gas
sector. Some issues are completed by the Oil Lav23®&/2004, related to the natural gas sector
as the natural gas is included in the definitiorodf.

Although, considering the express provision of Kilv no. 238/2004, we can say that the Gas
Law no. 351/2004 is the special law in the fieldm® issues, including the legal status of the
concession of the natural gas public transporticsesvand the goods related to the NTS, are
regulated by the two laws at the same time.

Gaw Law no. 351/2004 contains the principles oflégal framework necessary for carrying out
the activities specific to the natural gas sector,a competitive and transparent manner,
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including issues regarding the policy in the ndtgas field, regulatory authority, general
provisions for the main activities in the naturalsgsector, including natural gas transport and
transit, authorisations and licenses, right to ssc®tural gas transport and distribution systems,
as well as to warehouses, new major natural gamsimfictures or direct main pipelines,
obligations resulting from carrying out a public\gee, concession and rights over third parties’
property, prices and tariffs in the natural gasaec

According to the applicable legal framework, theunal gas transport is a public service of
national interest, and the NTS is part of the &aiablic property, having a strategic importance.
The works for achieving, rehabilitating, revampimgerating and maintaining the natural gas
transport objectives/systems are public utility kgor

With respect to the concession of the natural gdsiptransport service, as well as the goods
related to the NTS, as a result of Oil Law no. 2884, ANRM is considered to be the

competent authority for concluding oil agreemergdnginistrative agreements regulating the
terms for the concession of natural gas transgovices and NTS related assets).

Secondary legislation applicable to the natural gastor

The secondary legislation mainly includes Governmeecisions, orders of the competent
ministry, at present the Ministry of Economy anddfice and decisions and orders issued by the
Regulatory Authority.

Thus, some of the decisions issued by the Governhmaigmificantly influencing Transgaz
activity are Government decisions for the approfal

. Regulation for granting authorisations and licensdbke natural gas sector,
. Regulation for accessing the natural gas Nationah3port System,

. Regulation regarding the access to natural gaghiisbn systems ,

. Regulation regarding the access to upstream syapdjines,

. Market openness degree.

The orders and decisions of the Regulatory Authanginly regulate specific aspects regarding
the natural gas field, such as: framework agreesifentthe natural gas sector, approval of prices
and methodologies for tariff calculation, technicagulations (performance standards, quality
parameters of the services carried out in the abgas field), procedures for mediating the pre-
contractual misunderstandings in the natural gad,fprocedures for supervising the natural gas
market, as well as finding and sanctioning the ¢inea of the regulations applicable to the
natural gas field.

The main laws defining the legal framework applieaio the natural gas sector where the Issuer
operates are mentioned at Annex 2a. After the tssabares are accepted to trading on the BSE,
the Issuer will also have to comply with speciggulations mentioned at Annex 2b.

Details regarding some secondary regulations meati@bove are included at Annex 3
2. Share capital

According to the Articles of Association and thgistration in the Trade of Registered Office of
30 June 2007, the Issuer’s subscribed and pai@ slaguital amounts to RON 103,888,880, paid
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in full by the shareholders, divided into 10,38&8tbminal shares with a value of RON 10 each.
The book value of the shares is RON 103,888,880.

The Issuer's shares are part of the same shargocgtethey are ordinary, nominative,
indivisible, paid in full and issued in dematesald form. The Issuer’s shares give equal rights to
their owners. Each share gives its holder the rightne vote in the General Shareholders
Meeting, the right to elect and be elected in tl@agement bodies and the right to take part in
the distribution of benefits. According to Companiéaw and the Issuer's Articles of
Association, the right to vote is suspended uatilgayment of due amounts.

The Issuer states that, as of 30 June 2007, theneocalssuer’s share in connection to which the
right to vote is suspended.

The shareholding structure as of 30 June 200&isallowing:

No. Name of the shareholder Number | Total nominal Participation in the
of shares | value (RON) share capital
1 Romanian State, through the| 8,831,840 | 88,318,400 85.012371 %
Ministry of Economy and
Finance
2 S.C. Fondul Proprietatea S.A. 1,557,048 15,570,48 14.987629 %

Source: Certificate of findings no. 125597 issugdhe National Register of Commerce Office on 1g 2007.

The Issuer’s initial share capital was establishydaking over a part of the assets and liabilities
of SNGN Romgaz, based on the balance sheet eledaxatof 31 December 1999.

Subsequently, the share capital was decreasedgniitting to ANRGN some fix and current
assets and subsequently increased following tlewaikiation of some tangible assets and by the
contribution in kind consisting in the land for whithe Ministry of Industry and Resources and
the Ministry of Economy and Commerce issued ownprsértificates.

The Issuer states that, as of 30 June 2007, the \afl the share capital paid in kind does not
exceed 10% of its share capital.

The Issuer’s share capital is to be increased éy#hue of the pieces of land obtained or to be
obtained by the Issuer based on ownership cettfca

According to the provisions of Law no. 137/2002aeting some measures for accelerating the
privatisation, in the case of ownership certificatgsued after privatisation, the share capital is
rightfully increased by the value of the land, whghall be considered a contribution in kind of
the state, in exchange for which additional shaviisbe issued. These will automatically be
held by the public institution involved (in thisseg the Ministry of Economy and Finance).

According to the recent amendments to Law no. 2082 as a result of such share capital
increase operations, a number of newly issued shaitebe transferred to Fondul Proprietatea
so that the stake of this fund in the Issuer’'ssltapital does not decrease.

According to Law no. 137/2002 regarding some messitor accelerating the privatisation, in
case the share capital is increased by the valtleedfind after the privatisation of the company,
the buyer or its successor in title has a preferemght to buy from the public institution
involved a number of additional shares necessarynfaintaining the stake in the share capital
that existed prior to its increase by the valug¢hef land. This right will be exercised within 15
days after the date on which the share capitabas® is registered, while the purchase price for
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the additional shares resulted from the share aapitrease by the value of the land, in case the
preference right is exercised, is equal to the naimralue of the share if the price per share paid
by the buyer in the initial privatisation contra&thigher than the nominal value of the shares.

The Issuer has not increased the share capitahdowalue of 14 ownership certificates, the
estimated value of which is of RON 46,331.

The Issuer has initiated the procedures for obtgiother ownership certificates for a number of
56 locations and, respectively, for elaborating tbpographical-cadastral documentations in
order to begin other procedures for obtaining owhigr certificates for a number of 92 pieces of
land. After these certificates are obtained, teaes will increase its share capital by the value o
the land. As the procedure is at the beginning,deenot have enough data to make a value
estimate, although the Issuer considers that tpadton the share capital will not exceed 1%.

According with the Shareholders Decision no. 1Z0ctober 2007, the necessary operations for
a share capital increase with the value of sompepty for which the Issuer obtained or it will
obtained property documents, is postponed untistfa@es are admitted to trading on BSE

According to the Issuer’s statement, there arehareés that do not represent the capital.
The Issuer states that there are no shares halablpy its subsidiaries in its name.

The Issuer states that there are no securitiesectiole into Issuer's shares, excepting the
Allotment Rights issued in accordance with Sharééwxs General Meeting’'s Decesion no.
11/17.10.2007, completed by Decesion no. 14/200Zording to the NSC note no.
53/31.10.2007, there are no agreements regardangsfarable securities, accompanied by
subscription rights and no special acquisition tsghr obligations are recorded in connection to
the authorised but not issued capital and ther@isommitment to increase the share capital,
except for (i) the obligation to increase the sheapital by the value of 14 plots of land for
which ownership certificates were obtained and thate not included in the Issuer's share
capital; and (ii) the obligation of the Ministry &conomy and Finance to grant shares to entitled
persons, out of the Issuer’'s available share damtarepair measure according to Law no.
10/2001. For this purpose, the Ministry of Econoaryd Commerce (currently Ministry of
Economy and Finance) published in 2004 an offepforatisation through restitution, including
a share of 5% of Transgaz share capital.

According to the Issuer’s statements, there imfarmation regarding the share capital of Resial
SA, one of the issuer's branches, subject to amowpbr a conditioned or unconditioned

agreement stipulating the grant of some optionsr dlie capital or details regarding the

respective options. At present, Resial SA is undiegythe bankruptcy procedure.

With respect to the existence of such options erdidmned agreements regarding the share
capital of companies active in the natural gasasdaat which the state holds shareholding and,
therefore, may be considered as included in theet&s group, these do nor have a direct impact
on the control of the Romanian State on the Issuer.

Summary evolution of the changes in the Issuedsesbapital

Upon its establishment, the Issuer’'s share capitel of ROL 220.449.570.000, fully paid in,
divided into 2.204.495 shares with a nominal vadfieROL 100.000 each. Annex 8 contains a
summary evolution of the company’s share capital.
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3. Main shareholders

85.012371% of the Issuer’s share capital is ownedhb Romanian state, represented by the
Ministry of Economy and Finance. The rest of 14886 is owned by Fondul “Proprietatea”
S.A. whos main shareholder is the Romanian staté the shares held by the state are
transferred to the people to be indemnified acogyth the law.

Fondul “Proprietatea”

According to Title VII of Law no. 247/2005 regardithe reform of ownership and justice, as
well as some related measures, as subsequentlydathemnd completed, it was decided to
establish, by means of a government decision, ity dor collective placement in securities
named Fondul “Proprietateéa’The purpose of Fondul “Proprietatea” is to enghe¢ payments
are made in equivalent for the indemnities relatethe claims resulted from the enforcement of
art. 32 of Law no. 10/2001 regarding the legalustatf some buildings taken over abusively
during 6 March 1945 — 22 December 1989, as rephddisand of the indemnities related to the
buildings taken over abusively by the Romanianestatthe reference period included in the
following regulations:

. Law no. 10/2001

. Government Emergency Ordinance no. 94/2000 regarttia retrocession of some real
estate assets that belonged to religious cultsomahia, as subsequently amended and
completed, approved with amendments and subseqaemletions by Law no. 501/2002;

. Government Emergency Ordinance no. 83/1999 regaurtti@ return of some real estate
assets that belonged to communities of citizensgfahe national minorities in Romania,
approved with amendments by Law no. 66/2004, asexpently amended.

Fondul Proprietatea was established as an entitgdtlective placement in securities, in the
form of a financial investment company, which walperate according to the provisions of
Capital Market Law and Companies Law, initiallyljubwned by the Romanian state, as sole
shareholder, until the shares owned by the statdransmitted to the individuals indemnified
according to Law no. 247/2005. It is registerethatRegister of Commerce Office of Bucharest
Court hall according to the provisions of the Goweent Decision no. 1481/2005.

The initial share capital of Fondul Proprietateansde up of a series of assets mentioned in Law
no. 247/2005, including a stake representing 15%heissuer’s share capital as of that date.

Fondul Proprietatea was registered as sharehofdbedssuer at the Trade of Registred Office
on 27 March 2006, with a stake of 1,557,048 shanetf) a total nominal value of RON
15,570,480, representing 14.996074% of the shamiéata

Fondul Proprietatea is to be managed by a manadeowmnpany. Until this company is
appointed, it is managed by the Ministry of PulBlicance, through the Supervision Council, the
members of which will be appointed though the oxfehe minister of public finance.

2 Title VII “Conditions for establishing and payitige indemnities related to abusively taken ovéidings”

of Law no. 247/2005 provides for the establishmedrffondul Proprietatea, its initial share capitaing formed of
assets previously held by the Ministry of Economyg &ommerce and the Office for State Ownershipladdstry
Privatization, the Ministry of Public Finance, tiMinistry of Communications and Information Techrmjo
Authority for State Assets Recovery in some comgani
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People entitled to indemnities who subscribed dythre offering of shares available before the
enforcement of Law 247/2005.

According to the Government Decision no. 498/20f@8 the approval of the methodological
Norms for the consistent enforcement of Law no.2@01), the Ministry of Economy and
Finance was obliged to grant to the entitled pessas an equivalent reparatory measure, shares
in the available share capital of Transgaz.

In 2004, the Ministry of Economy and Commerce —i€@fffor State Participations and Industry
Privatizations — published an offering for privatibn by return, including a stake of 5% of
Transgaz share capital.

The Issuer does not hold the list of the entitledgle who would have subscribed within the
offering published on the date on which Law no./2005 entered into force. The Issuer states
that, if such subscription had taken place, théledtpeople would have benefited from shares
within the reserved and subscribed quota. This &#esof Transgaz share capital would affect
the State’s participation and not the Offered Share

According to the Issuer’s statements, there isersqgn having the quality of member of any of
the Issuer’'s administration, management and supervbodies who owns, directly or indirectly,
a percentage of the Issuer’s share capital orgigghvote, who should be notified according the
internal legislation applicable to the Issuer.

According to the Issuer’s statements, the Issuads shareholders do not have different voting
rights.

According to the Issuer’s statement, there aregneeaments known to the Issuer the application
of which may generate, at a subsequent date, agehanhe control over the Issuer.

4. Articles of Association and Bylaws

Object of activity

According to art. 5 of the Articles of Associatidhe Issuer’s purpose is to carry out the national
strategy regarding natural gas transport, inteonati transit, dispatch and research-design
activities in the field of natural gas transport.

According to the provisions of art. 6 of the Arésl of Association, Transgaz main object of
activity is pipeline transport — CAEN Code 6030.

In addition, the Issuer may carry out, as per @raf the Articles of Association, a series of
secondary activities — see Annex 5 for the Lisadiivities contained in the Issuer’s object of
activity.

Board of Directors

The Board of Directors carries out its activity &dson its own rules of organisation and
functioning, the provisions of the Articles of Assation and the legal regulations in force.

Appointment

According to the provisions of the Articles of Asstion, the members of the Board of
Directors are elected by the ordinary General Megfior a 4-year mandate.
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Upon the request of a significant shareholder sgreng 10% of the share capital or voting
rights, the members of the Issuer’s Board of Doewill be compulsorily elected by applying
the cumulative vote method.

The Board of Directors is made up of 5 members.

Based on the decision of the General Meeting 0@, the members of the Board of Directors
receive a monthly remuneration equal to 20% ofgtlxeeral manager’s salary. The Issuer has not
concluded mandate or administration agreements tvghmembers of its Board of Directors.
The latter carry out their activities accordingthe mandate granted following the appointment
by the General Meeting and the Companies Law.

Duties

The main duties of the Board of Directors as per Aticles of Association are presented at
Annex 9.

Convening the Board of Directors

According to the provisions of the Articles of Asgion, the Board of Directors gathers at the
Issuer’'s headquarters or another location, whensseessary but at least once every 3 months.

The meetings of the Board of Directors will be cened by a notice sent at least 7 days before
the scheduled date. The notice period will notudel the transmission date and the date on
which the meeting is scheduled.

According to the provisions of the Articles of Assation, the Board of Directors may be
convened:

. the president of the Board of Directors;
. two members of the Board of Directors or the genaemnager.

In the last case, the motivated request for comgeaf the two members or the general manager
will be sent to the president of the Board of Dioes, who will be obliged to take it into account.

Quorum and majority

According to the provisions of the Articles of Assation, in order to validate the decisions of
the Board of Directors it is necessary that attleéa® thirds of the number of members be
present, while decisions are taken with the majarfithe members present.

The Articles of Association stipulates a quorumuiegment for Board of Directors meetings
(higher than the one provided by the Companies Laamnely a quorum of half the members of
the Board of Directors.

According to Companies Law, decisions regarding #mpointment or revocation of the
president of the Board of Directors are taken basedhe vote of the majority of the board’s
members, as the provisions of the Articles of Agdamn are completed by the ones of the
Companies Law.

Delegation of the Issuer's management

According to Companies Law, in case of joint stooknpanies the yearly financial statements of
which must be audited, there is an obligation olegating the company’s management to
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managers. See Annex 9 and Annex 10 for more detdailsompetence delegation within the
Issuer.

General manager

According to the provisions of the Articles of Asgion, the general manager is appointed by
the Board of Directors, out of its members or not.

At present, the general manager of Transgaz is Iban Rusu. The general manager and
Transgaz concluded an individual employment agrexamel a performance agreement on 21
June 2007 attached to the individual employmenré@gent, through which he commits himself
to some performance objectives. According to thenfany Law the employment contracts
signed by directors and by managers are lawfutiyiteated.

According to the information received by the isstrem the ministry of Economy and Finance,
a new mandate/administration agreement is beingoed#ed; it will be concluded with the
issuer’s general manager.

The main duties of the general manager, as peAtheles of Association, are presented at
Annex 10.

According to the provisions of the Articles of Asgtion, the Board of Directors, according to
its rules of organisation and functioning, may dake part of its responsibilities to the general
manager.

Executive managers are appointed by the generageamnd are subordinated to him/her.

Regional managers

Regional managers are appointed and revoked bylshiger's general manager. Regional
managers are subordinated to the department manaadeare the Issuer’s officers, they carry
out its operations and are liable for complyinghwiiteir tasks and responsibilities assigned to
them.

The main duties of regional managers, as per et Rules of Organisation and Functioning,
are presented at Annex 11.

Executive managers

Executive managers are appointed by the generahgearand are subordinated to him/her, they
are the Issuer’s officers, they carry out its opers and are liable for fulfilling their duties
under the same conditions as the members of thedBddirectors.

Executive managers are suspended or revoked bggner’'s general manager.

The main duties of executive managers, as per $#seet’'s Rules of Organisation and
Functioning, are presented at Annex 12.

Executive managers are liable for carrying outtatlks resulting from the application of the
decisions of the General Meeting and the Boardicgdiors.

Financial audit and internal audit

According to the provisions of the Articles of Assation, the Issuer’s financial statements are
audited by a financial auditor, according to the.la’he auditing of the Issuer’s financial
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statements is mandatory because the Issuer convplieghe criteria established according to
the provisions of the Order of the Ministry of Fnt&s no. 1752/2005 regarding the legal
obligation of performing an audit.

The Issuer has concluded services contracts witteWaterhouseCoopers Audit SRL for the
provision of audit services regarding the Issuinancial statements for the periods ended on 31
December 2003, 31 December 2004, 31 December 2@08kDecember 2006. The mandate of
PricewaterhouseCoopers Audit SRL as the Issuedgaiexpires on 31 August 2007. After this
date, the decision of the General Meeting no. &pvil 2007 approved the conclusion of a
contract for the provision of financial audit sees for a new period of 3 years (namely for the
financial years 2007, 2008 and 2009) with PwC.

According to the provisions of the Companies Lawareing companies subject to audit, the
Articles of Association stipulate that internal d@uwalill be organised within Transgaz, according
to the rules elaborated by the Romanian ChambEimaincial Auditors.

According to Transgaz Rules of Organisation andckaning, the internal audit department
ensures the compliance with the tasks falling oan$¥gaz as a result of its own programs
regarding the objective examination of all of thesuder's activities in order to make an
independent assessment of risk management, caritbinanagement processes. The internal
audit is performed for all the activities carriedtdy the Issuer, including the activity of
subordinate entities (branches, regional officegjarding the constitution and use of public
funds, as well as the administration of the pupétrimony.

At the reference date, there were some vacanciggimternal audit department., which might
have affected the Issuer’s internal control ancotctivities that, according to the law, require
the control or approval of the internal audit dépent. Later the vacancies in the internal audit
department were filled.

The main duties of the internal control departmead, per the Rules of Organisation and
Functioning, are presented at Annex 13.

Description of the rights and restrictions applickbto each class of the Issuer’s shares
All the Issuer’s shares are part of the same clasag ordinary shares.

According to Companies Law, these offer their shalders the same rights, such as the right to
participate and vote at General meetings, the rightlect and to be elected in the Issuer’s
management structures, the right to profit and exckstribution after the liquidation procedure,
as well as in share capital increases, the prafereght, in case of share capital increases, the
right to allocate free shares, in case of shar#éaldpcreases out of internal resources, the right
to be informed, the right to bring to court the idems of the General Meetings or of the Board
of Directors made based on authority delegatios, right to decide the conclusion of legal
documents involving a significant part of the Isssieesources, the right to inform the auditors
about the facts they think that should be checkesl right to withdraw in the cases precisely
provided by the law.

In addition, depending on the contribution to there capital, shareholders also have other
rights such as: the right to request reports,gbtrio request the carrying out of studies, thbtrig
to convene and modify the agenda of general mestithge right to claim damages from the
members of management and control bodies, the tingiitthe claim notified to the auditors be
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checked. Details regarding shareholders’ rights imuded at Chapter XIV, Section —
Information regarding the securities to be offeredmitted to trading.

In order to change the shareholders’ rights seh fiorthe Articles of Association, it is necessary
that the extraordinary General Meeting adopts asdetamending the Articles of Association
accordingly, based on the quorum and majority dooth presented below.

Its decisions are approved based on the majorityadés held by shareholders present or
represented at the meeting, but no less than ties wb shareholders representing at least half of
the share capital upon the first call or the vateshareholders representing at least one third of
the share capital upon the second call.

It should be mentioned that the Articles of Asstioracontains stricter quorum and majority

conditions for making the decisions regarding threadment of the Articles of Association than

those included in Companies Law, namely a quoruat tdast one quarter of the total number of
votes at the first call, and of at least one fdftthe total number of votes at the subsequens.call

The decisions will be made based on the majoritwates held by present or represented
shareholders.

General Shareholders Meeting

According to the provisions of the Companies Lawe tssuer’s shareholders gather in general
meetings, according to the terms included in g &nd the Issuer’s Articles of Association.

The general meeting is the management body decwminthe Issuer’s activity and economic
policy.

The general shareholders meetings are ordinaryegimdordinary, each of them having specific
duties, presented at Annex 14 and Annex 15.

According to the provisions of the Companies Lave, general meeting will be convened by the
board of Directors whenever necessary. The ordiganeral meeting gathers at least once a
year, within maximum 5 months from the end of timamcial period.

Convening general meetings

The general meeting is convened based on the decdi the Board of Directors whenever
necessary, namely based on the request of shaeghelatesenting, separately or jointly, at least
5% of the share capital if the request containgeissfalling under the duties of the General
Meeting.

According to the provisions of the Articles of Assadion, the convening notice will contain,
among others, the place and date of the generdlngeas well as the agenda. When the agenda
contains proposals for the amendment of the AgiciAssociation, the convening notice will
have to include the full text of the proposals.

According to the provisions of the Articles of Assion, the convening notice must be
published at least 30 days prior to the date ofydreeral meeting. The general meeting gathers at
the Issuer’s headquarters or at any other locatientioned in the convening notice.

Quorum and majority requirements. Exercising tlghtito vote at General Meetings

According to the provisions of the Articles of Asstion, the ordinary general meeting is valid
and may make take decisions if, at the first cdlgreholders holding at least half of the share

Transgaz —Final Prospectus 15¢&



S.N.T.G.N. Transgaz S.A. Initial Public Offering

capital are present. At the second call, the megeis valid irrespective of share capital
represented by the shareholders present.

If the ordinary general meeting is validly gatheréd decisions are approved based on the
majority of the votes (half plus 1).

The extraordinary general meeting is valid and nmagke decisions if, at the first call,
shareholders holding at least three quarters osliaee capital are present and if, at the second
call, they represent at least half of the shar&alap

If the extraordinary general meeting is validlytgaed, its decisions are approved based on the
majority of the votes held by present or represgstereholders, but no less than at least half of
the share capital at the first call or the votesloéreholders representing at least one third of the
share capital at the second call.

Generally, the provisions of the Articles of Assdmn described above contain quorum and
majority requirements more restrictive than thesoineluded in the Companies Law.

In these cases, the Companies Law allows moreatatrquorum and majority requirements.

By exception to the above, according to the Artictd Association, certain decisions of the
General Meeting are made under special conditem$llows:

» decisions regarding changes to the Issuer's mgatbbf activity, share capital decrease
or increase (except for the ones regarding sharigatancrease by contribution in kind),
changing the Issuer’s legal form, merger, splitd@solution of the Issuer, for which
decisions are made with a majority of at least @3 oting rights held by present or
represented shareholders; these provisions areistamiswith the provisions of the
Companies Law;

» decisions regarding the annulment of the preferergi®g of existing shareholders to
subscribe new shares in case of share capitalaserey contribution in cash and in kind
are made within meetings at which at least ¥ ofniinaber of share capital holders are
present, based on the vote of shareholders repiegen least 75% of total voting right,
unless otherwise provided by the law; these promsiare similar to the ones included in
the Capital Market Law that will apply to the Isswater the shares are accepted to
trading on the BSE.

According to the provisions of the Articles of Assation, the decisions of the general meetings
are made by open vote.

According to the provisions of Companies Law, seeote is compulsory for the appointment or
revocation of the members of the board of directbrs appointment or revocation of financial
auditors and for making decisions regarding théillig of the members of the Issuer’s
administration, management and control bodies.

In order to be opposable to third parties, the siens of the General Meeting will be registered
at the Trade of Registred Office within 15 days,omler to be recorded in the register and
published in Romania’s Official Gazette of Romarart IV.

The decisions made at general meetings accorditigettaw or the Articles of Association are
mandatory even for the shareholders who did nehdtthe meeting or who voted against.
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The shareholders who did not vote in favour of @isien made by the general meeting regarding
the amendment of the object of activity, moving tbguer’'s headquarters above, changing the
legal form or the Issuer’'s merger or split have rigat to withdraw themselves. The price paid
by the Issuer for the shares of the withdrawingeihalder will be determined by an independent
authorised expert as an average value resulting the application of at least two assessment
methods acknowledged by the legislation in forcéh@nassessment date.

After Transgaz shares are admitted for trading cegalated market, its shareholders who do not
agree with the decisions made by the general ngeegmarding mergers or splits, which involve
the allocation of shares that are not admittedrting on a regulated market, have the right to
withdraw. According to the provisions of the Comiesh Law and Capital Market Law, the
price paid by the Issuer for the shares of the dwéttving shareholder will be determined by an
independent authorised expert as an average vedudting from the application of at least two
assessment methods acknowledged by the legisiationce on the assessment date.

Participation at the General Meeting

The interests of the Romanian state, as sharehotdédne General Meeting are represented by
the Ministry of Economy and Finance (or its sucoess The representative of the Romanian
state in the General Meeting is appointed and redd¥y the order of the Ministry of Economy
and Finance. The representative’s right to votih@igeneral meeting will be exercised based on
a special mandate granted by the order of the lyned Economy and Finance.

After Transgaz shares are accepted to trading di BSvill be possible for other shareholders

than the state to be represented in the Generalidedased on a special power of attorney
granted for the respective General Meeting, by roffegsons than shareholders except for the
members of the board of directors, Transgaz masaget officers, according to the regulations
of the NSC.

After the shares are accepted to trading on BSEprdmg to the Capital Market Law,
shareholders registered on the reference date aréigipate in the General Meeting. According
to the provisions of the Articles of Associatiohgetreference date is subsequent by at least 4
work days to the date on which the convening nofticethe General Meeting is published in
press and prior to the deadline by which specialgye of attorney may be submitted/transmitted
to the Issuer.

Ordinary General Meeting — duties

The main duties of the Ordinary General Meetingersthe Articles of Association are presented
at Annex 14.

Extraordinary General Meeting — duties

The main duties of the Extraordinary General Magpt@s per the Articles of Association are
presented at Annex 15.

The Extraordinary General Meeting may delegatééoBoard of Directors the following duties,
according to the law and the Articles of Associatio

a) to change the company’s registered office;
b) to change the secondary object of activity; and
c) toincrease the share capital.
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The Articles of Association do not contain provissothat may lead to the postponement,
suspension or prevention of changing the contraherissuer.

The Articles of Association and the Issuer’s in&grnegulations do not include provisions
regarding a limit over which participations to shaapital must be made public.

Changes to share capital

According to the provisions of the Articles of Asstion, share capital increases or decreases
are made based on the decision of the extraordgemgral meeting. The extraordinary general

is validly gathered and may make decisions ifhatfirst call, shareholder holding at least three

guarters of the share capital are present andilendecond call, shareholders holding at least
half of the share capital are present.

If the extraordinary general meeting is validlylgered, its decisions are approved based on the
majority of votes of present or represented shddeins, but no less than the votes of a number
of shareholders representing at least half of tiheres capital at the first call or the votes of
shareholders representing at least three thirdeo$hare capital at the second call.

According to the Articles of Association, share it@pncrease or decrease is carried out based
on the Companies Law.

Under the same circumstances, the extraordinargrgemeeting may authorise the Board of
Directors to increase the share capital up to amnax level decided by the meeting, which will
not exceed half of the subscribed share capitatiegi on the authorisation date. The delegation
granted by the extraordinary general meeting fa plurpose cannot exceed one year and may
be renewed for periods that will not exceed one.yea

According to the Articles of Association, the calmdtion in kind to the Issuer’s share capital
increase may be formed only in valuable assetsssacg for carrying out the latter's object of
activity.

These quorum and majority provisions for makingisieas by the general meeting are more
restrictive than the ones stipulated in the Comgmhaw.

According to the provisions of the Articles of Asgdion, in case of share capital increase by
contribution in cash, the cancellation of the engstshareholders’ right to subscribe new shares
must me decided by the extraordinary general mgedinwhich at least three quarters of the
number of share capital holders are present, basdtie vote of shareholders holding at least
75% of the voting rights.

Moreover, the share capital increase by contrilbutio kind must be approved by the
extraordinary general shareholders meeting. At lbase third of share capital holders should be
present at such a meeting. The decision will bertdly at least 75% of the voting rights.

These provisions are more restrictive than the amdsded in the Companies Law, but comply
with the quorum and majority requirements providsdthe Capital Market Law, which will
apply after the Issuer’s shares are admitted &atirig.

The express provisions described above apply i ¢hs preference right of the existing

shareholders to subscribe new shares within a slaguiéal increase through contribution in cash
and in kind is cancelled. In other cases, the Rsiof Association provide that the share capital
increase will be made according to the law.
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5. Issuer’s branches

As of 30 June.2007, Transgaz was formed of twodiras:
. Branch for Natural Gas Transport;

. Branch for Research and Design for Natural Gasspaur;

According to the decision of the Extraordinary Gahévieeting no. 9/26 July 2007, the two
branches were dissolved. As of 31 August 2007 gkedr has no branches.

At the same time, upon Transgaz formation, thedwali Gas Dispatcher Bucharest was set up
and registered at the register of Commerce Offscbusiness unit. According to the decision of
the Extraordinary General Meeting no. 9/26 July Z0Be National Gas Dispatcher Bucharest
was reorganised as Natural Gas Dispatcher Buchargsthe same time the the National Gas
Dispatcher was located at Medias.

Subsequently, other two secondary seats were eegikt used as office area and Training
Centre.

719 business units related to Natural Gas Tran&grarich were also registered with the register
of Trade of Registered Office. The functioning adshof them was only notified to the Trade of
Registered Office Office, but these were not reged individually. The main reason is the
pending legal status of the land on which the retbge business units are located, as well as the
status of certain business units belonging to thadies but that are functionally linked to the
NTS.

At present, the Issuer is in the process of regigethe business units with the Trade of
Registered Office following the reorganisation hgsolution of the branches according to the
decision of the Extraordinary General Meeting n@6uly 2007.

The Issuer states that the tax registration for B@6iness units was requested and obtained,
namely those considered by the Issuer to be busimgiss as per the definition included in the
Methodological Norms for the enforcement of theysns of art. 30, par. (4), (5), (6) and (7)
of the State Budget Law for the year 2001 no. 20@12 while for 553 business units that,
according to the issuer’s opinion, carry out at®g triggering environmental authorisation,
such authorisations have been obtained.

At present, the Issuer comprises regional unitsietg (i) the Operation Department comprises 9
regional units for natural gas transport (Arad, &gdraila, Brasov, Bucharest, Cluj, Constanta,
Craiova, Medias) (ii) the Natural Gas Transit Dépent comprises the regional transit unit
Constanta.

Regional units for natural gas transport are oparatnits, organised in terms of geographical
location, in charge, within their respective ar@#h carrying out the technological process of
operation, transport, dispatch, exploitation of thmain pipelines systems and the related
installations, the relationships with suppliers andsumers.

6. Issuer’s subsidiaries and participations

The Issuer has only one subsidiary, namely Resial, Svhere it holds an interest of
68.158110% of the share capital.
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The Issuer’s financial investments comprise theeshawned in affiliated entities, loans granted
to affiliated entities, participation interestsaks granted to entities to which the Issuer igedla
by virtue of participation interests, as well abestinvestments held as fixed assets. They are
registered in the balance at their net value, aeusvith the provisions made for the
participations obtained as a result of the foragle®f some pledges.

As of 30 June 2007, the issuer holds participationthe following companies: Resial S.A.,
Mebis S.A. Bistrita, Wirom Gas S.A. and Nabucco Ba®line International GmbH.

Value as of Value as of

Percentage Value as of 31 31 31 Value as
Company Object of activity held on December December  December of 30
30.06.2007 2004 2005 2006 June 2007
(Ron (Ron (Ron (Ron
(%) thousand) thousand) thousand) thousand)
Resial SA Fireproof ceramics 68.158110% 18,116 18,116 18,116 18,116
products
Depreciation -18,116 -18,116 -18,116 -18,116
provision
Mebis SA  Metallic structures 17.466700% 6,462 6,462 6,461 6,461
Bistrita and complex
welded assemblies,
hydraulic
assemblies and
products
Depreciation -6,462 -6,461 -6,461 - 6,461
provision
Wirom Gas  Gas import, 0.0249% 1 2 3 3
SA building of
pipelines and
underground
storage facilities
Nabucco Development of 20% 28 28 24 24
Pipeline Nabucco gas
Company pipeline
Credit and Bank 0 1,158 1,158 0 0
Development
Bank
Romexterra
SA

Source: IFRS compliant financial statements, extmpNabucco Gas Pipleine International GmbH, prese
based on Management Reports

The participation in SC Resial SA (68.158110%) whagined in December 2003 through the
direct foreclosure of a pledge for the recoveryaofrade receivable from Caloni Serv Com
Azuga. In February 2004, the Issuer initiated trepparation of an offering for sale, according to
the law, in order to decrease the participation3byl6% of Resial SA shares. Because this
offering had no result until 31 December 2005, plheticipation in Resial SA was classified as
“Investments in subsidiaries” and was provisionedull. The Issuer considers it is prudent to
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maintain the provision also as of 31 December 280&e company Resial SA is undergoing a
bankruptcy procedure, for insolvency reasons.

As of 30 June 2007, the bankruptcy procedure inadR8sA. was not completed.
The detailed identification elements of the Isssisubsidiary are presented at Annex 18.

The Issuer states that it in not in any of the saseluded in the Tax Procedure Code that would
trigger the joint responsibility of Transgaz togatlith Resial SA for past due tax obligations of
the latter.

The participation in SC Mebis SA Bistrita (17.466%0) was obtained in February 2004
following the foreclosure of a pledge for recoveria trade receivable of RON 6,461,736 from
SC Caloni Serv Com Azuga. The company’s manageprentsioned in full this financial asset
as of 31 December 2005 and 31 December 2006 asaimpany has not distributed dividends in
the last 5 years and no transactions with its shaere recorded, the last ones being concluded
below the nominal value per share.

As of 30 June 2007, the Issuer’s participationha share capital of Wirom Gas S.A.was of
0.024900%

The Issuer obtained the participation in Wirom Ga&. upon its establishment, back in 2000, as
a result of the distribution between the newly lelisthed companies of the participations owned
by SNGN Romgaz in the share capital of other congsan

As of 31 December 2003, the Issuer held 49.97% wbwW Gas S.A.shares, a company formed
together with Wintershall Erdgas Handelshaus GmbHrebruary 2004 the Issuer assigned 40%
of Wirom Gas SA shares to Distrigaz Sud SA, andrditiobtain any profit or loss. During the
financial year ended on 31 December 2006, the tdsag not participated in the share capital
increase of Wirom Gas SA, its share being thusaeddrom 9.97% to 0.0249%.

As of 30 June 2007, the Issuer’s participation abblcco Company Pipeline Study GmbH is of
20% of the share capital.

Nabucco Company Pipeline Study GmbH is a limitedbility company, with headquarters in
Vienna, Austria, established in order to facilitfie construction of a gas pipeline from Turkey
through Bulgaria, Romania and Hungary to Austria.

Transgaz participates with 4 other shareholdershen share capital of this company, each
holding a participation of 20% of the share capital

In 2006, the Issuer sold the shares held in Baec&mdit si Dezvoltare Romexterra S.A. (in
2005 it held 0.57%) totalling RON 1,241 thousandPfF Investments for the amount of RON
2,218,752 Lei. The value of the participation imBa de Credit si Dezvoltare Romexterra S.A.
of RON 1,241 thousand at the time of sale is forrokthe balance of RON 1,158 thousand of
31.12.2005 and the increase registered in 2006 @R B3,203 following the distribution of
shares by Banca de Credit si Dezvoltare Romex&#a

Following this sale, the net value of the issugrasticipations as of 30 June 2007 and 31
December 2006 is of RON 26,929 thousand, down b R(Q61 thousand as compared to their
balance at the beginning of 2006 financial period.
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7. Organisational chart of the Issuer’s group

According to the provisions of Capital Market Lasne may consider that the companies in
which the Romanian state has interests may be deresl as controlled by it and, therefore,
these may be related parties in relation to theeiss

Therefore, we may consider that the following comes carrying out activities in the natural
gas sector are included in the same group asshberts

State’s participations in the companies mentioned:

C Main activity in the natural gas  Stake held by the
ompany
sector state
Distrigaz Sud SA Natural gas distribution and 36.999995%
supply
E ON Gaz Romania SA Natural gas distribution and 37.00%
supply
E.ON Gaz Distribge SA | Natural gas distribution and | 37 50,
’ supply
Petrom SA Natura! gas exploration, 20.63%
extraction and supply
Natural gas production,
SNGN Romgaz underground storage and 85.00%
trading

Source: AVAS, MEF

The Issuer does not consider related parties othgonal companies in which the state holds
majority interests.

Please consider also the Chapter 1X — Informatioouathe Issuer, Part 6 Issuer’s subsidiaries
and participations.
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X. ISSUER’S ADMINISTRATION, MANAGEMENT AND
SUPERVISION BODIES, OTHER RELEVANT INFORMATION
REGARDING THE ISSUER

1. Administration, management and supervision bode
The Issuer’s organisational structure is preseimdige diagram on the following page.
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The current nominal structure of the Board of Dioeg and the duration of the mandate of
each member are presented in the table bellow:

Current Structure of the Board of Directors

No. Name Quality Appointment date Mandate expiry
date

1 Elena landa Director 12.04.2005 12.04.2009

2 Constatin Zidaru Director 26.07.2007 27.03.2009

3 loan Rusu Director, General manager  27.03.2007 .032009

4 Nicolae Simescu Director 22.01.2007 12.04.2009

5 Nicolae Turdean President of the Board of 27.03.2007 27.03.2009
Directors

Source: Transgaz, Management Reports

According to the statements of relevant personssiger states that:

a) there are no family relations between none of themivers of administration,
management or supervision bodies and no managem&nber whose name may
be mentioned in order to prove that the Issuerthasnecessary experience for
managing its activity,

b) none of the members of administration, managemestipervision bodies and no
management member whose name may be mentionedien tar prove that the
Issuer has the necessary experience for managiraciivity was member of an
administration, management or supervision body atner associate during the
last 5 years in a company or partnership, except Mr. Zidaru Constantin,
member of the Board of Directors of Rodmir ExpeR.8. Bucuresti and Rodmir
Gaz S.R.L. Bucuresti, position he still holds.

c) none of the members of administration, managemestipervision bodies and no
management member whose name may be mentionedién tr prove that the
Issuer has the necessary experience for managiraciivity was convicted for
fraud in the last five years;

d) none of the members of administration, managemestipervision bodies and no
management member whose name may be mentionedién tr prove that the
Issuer has the necessary experience for managimagtivity, in such a quality was
associated with a bankruptcy procedure, distredisjaidation, during the last five
years;

e) none of the members of administration, managemestipervision bodies and no
management member whose name may be mentionedién tr prove that the
Issuer has the necessary experience for managiragtitvity was convicted or no
sanction was issued against such a person accaalithege applicable regulations
by statutory or regulatory authorities (includiimg tappointed professional bodies),

f) none of the members of administration, managemestipervision bodies and no
management member whose name may be mentionedién tr prove that the
Issuer has the necessary experience for managiagtitiity was ever refrained by
a court to act as member of an administration, ip@ment or supervision body of
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an Issuer or to get involved in the managementusiness of an issuer in the last
five years,

g) none of the members of administration, managemestiervision bodies and no
management member whose name may be mentionedien tar prove that the
Issuer has the necessary experience for managirgtivity carries out activities,
outside the Issuer, that are significant for treiés,

h) there is no understanding and agreement concludéd any of the main
shareholders, clients, suppliers or other pers@ased on which (i) a member of
administration, management and supervision bodigs rmanagement member
whose name may be mentioned in order to provettigatssuer has the necessary
experience for managing its activity obtained sacquality or (ii) the founding
shareholder was elected member of an administrati@magement or supervision
body.

[.14.2 Conflicts of interest within administrationpnanagement and supervision bodies

According to the statements of relevant persors,l$Buer states that he does not have
information regarding any potential conflict of enést between the obligations to the
Issuer and private interest or other obligations (§f members of the administration,
management and supervision bodies, (ii) persomh the Issuer's management whose
name can be mentioned in order to prove that thigelshas the necessary experience to
manage its business or (iii) the Issuer's founederept for the case mentioned below.

Thus, the Issuer mentions the existence of firgrake family relationship between the ex
Issuer's Deputy General Manager starting with 3fjusti 2007, Director of Research,
Engineering and Regulations Department, Mr. Vladvi®eschi and Mr. Neculai
Pavlovschi, a person with wide experience in theuna& gas field, who is, at present,
member of the Board of Directors of SNGN Romgazmngany with which the Issuer has
commercial relations (contracts for sale- purchafsgas for technological consumption;
contract for the provision of natural gas transgerwice for SNGN Romgaz). Mr. Neculai
Pavlovschi does not hold any position within theuks.

According to the statements of relevant personstethis no restriction regarding the
assignment at a certain time of the participationthe issuer’'s share capital in which the
following will be involved: (i) members of adminiation, management and supervision
bodies), (ii)) any management member whose namehbwayentioned in order to prove
that the Issuer has the necessary experience foagimg its activity, or (iii) the founding
shareholder.

Remunerations and Benefits
Management structure:

2005
» General Manager: Gabriel Coconea
Florin Muntean
» Economic Deputy General Manager: Laurentia Goage
» Technical Deputy General Manager: Traian Juga &inti

2006
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General ManagefFlorin Muntean
Economic Deputy General Manager: Laurentia Goage
Technical Deputy General Manager: Traian Jugadaint

30 June 2007
General Managetoan Rusu
Technical Deputy General Manager: Liviu Traianal&gntican
Technical Deputy General Manager: Vlad Pavloschi
Finance Manager: Marin Dumitru

31 August 2007:
* General Manager: loan Rusu
* Research, Engineering and Regulations Departni@meetor, Pavlovschi Vlad
» Exploitation Department - Director, Lata llie
» Operation Department - Director, Chetan loan
* Natural Gas Transit Department - Director, Pintidaga Liviu Traian
» Development Department - Director, Tomos loan Tudor
» Economic Department - Director, Moldovan Radu Guasti

During the financial year 2006, no advances andhdowere granted to the Issuer’s
directors and management, except for the advaneesdalaries and the ones for business
trips, while they do not owe the to Issuer any amiagesulted from such advances. The
Issuer has not concluded professional liabilityumasice contracts for its management. The
salaries paid to the Issuer’s directors and manageduring the financial year 2006 were
of RON 1,758 thousand, while in 2005 these amoumte®ON 1,480 thousand and,
during the first six months of the year, until 30nd 2007, they totalled RON 718
thousand.

For the Issuer's General Manager, Mr. loan Rugerbormance contract was concluded
on 21 June 2007 according to which he undertakesh@ve certain performance targets
and to transmit monthly to the Ministry of Econorayd Finance, General Budget
Directorate, the economic and financial statushef €conomic operator, as well as the
report regarding the compliance with investment prmturement programs. Beside the
basic salary, the General Manager also has thetagieceive monthly an amount equal to
maximum 50% of the salary in the form of incremebisnuses, awards and other salary
rights. At the same time, he can be granted ayeavhrd regarding the consolidation of
the economic and financial discipline and otheaficial provisions of up to 6 monthly
basic salaries, according to the Government Emeyg@ndinance no.79/2001, regarding
the strengthening of financial-economic discipliard other related financial issues,
approved with amendments and completions by Lavwb8{£2002. The maximum value of
the yearly award is of 3 monthly salaries, granifedll the performance criteria and
objectives are met, as well as the specific objestdecided by the Ministry of Economy
and Finance and endorsed by the State Secretardicating the specific field of the
economic operator.

The other members of the Board of Directors haviecnacluded performance contracts
and are remunerated only based on the decisidreajeneral meeting.
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During 2006 financial year, the value of the renmatiens/salaries and benefits in kind
granted by the Issuer and its branches to the mendféts management, administration
and supervision bodies for the services they ahoid is presented in the following table:

Nr.

Remunerations

D

=

Crt. Name Position (Lei) Time period - 2006
1 Schmidt Victor Board Member 20,060 January — December
2 Muntean Florin Board Member 18,060 January — December
3 landa Elena Board Member 20,060 January — December
4 Pantilie Dan Board Member 20,060 January — December
5 Apan loana Board Member 6,124 September — Decembeg
6 Cozma Gheorghe Board Member 13,545 January — December
7 Marica Anca Board Member 3,828 January — February
8 Crecana Virgil Board Member 10,108 February — August
9 Muntean Florin Manager 120,295 January — December
10 Pintican luga Liviu | Deputy Manager 131,082 January — December
11 | Goage Laurentia Deputy Manager 110,990 January — October
Manager of the National
12 | Stroia Gheorghe Dispatcher of Natural Gas 115,320 January — December
Bucharest
Deputy Manager of the
13 | Bunea Florin National Dispatcher of 76,572 January — December
Natural Gas Bucharest
Manager of Human
14 | Chis loan Resources & Organization118,696 January — December
Department
Deputy Manager of
15 | Mohan Aurel Human Resources & 100,280 January — December
Organization Department
Manager of Budgeting,
16 | Marin Dumitru Finance and Accounting | 108,344 January — December
Department
Deputy Manager of
17 | Moldovan Radu Budgeting, Finance and | 88,413 January — December
Accounting Department
18 Rusu loan Manager of Technical & 118,906 January — December
Development Department
Deputy Manager of
19 | Barbu Viorel Technical & Development 82,857 January — December
Department
Manager Natural Gas
20 | Florea Vasile Transport & Regulations | 107,332 January — December
Department
Interim Manager of
21 | Novac Mircea Research & Development10,535 January — February
Brach for natural gas
Manager of Research &
22 | Cosma Florin Development Brach for | 84,700 March — December

natural gas
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Nr. " Remunerations . .

Crt. Name Position (Lei) Time period - 2006

23 | Chetan loan Manager of Natural Gas 132,678 January — December
Transport Branch
Technical Manager of

24 | Lata llie Natural Gas Transport | 104,414 January — December
Branch

25 Tandrau Marcel Manager Cluj regional 76,062 January — December

unit

Manager Medias regiona

26 Polosan Zaharie unit 75,760 January — December
27 Baldea Dan lulian Ma_nager Bycurestl 79,755 January — December
regional unit
28 Nita Viorel Ma_nager Of. Craiova 73,016 January — December
regional unit
. Manager of Constanta
29 | Gherghe Dumitru 83,597 January — December

regional unit

Manager of Arad regiona

30 Bacila loan unit

80,179 January — December

Manager of Brasov

31 | Cristolovean Gh. . . 81,567 January — December
regional unit

32 Moraru Mihai Ma_nager Of. Braila 80,015 January — December
regional unit

33 Dimitriu Alexandru Manager Of. Bacau 84,208 January — December
regional unit

Source: Management Reports
2. Functioning of administration and management bouks

Information regarding the professional experiende persons holding positions in
administration, management and supervision bodsesvell as expiry of their current
mandates and, as the case may be, the period duhich such persons held office in the
issuer’s last financial years is included in Anmex 16 and Annex no. 17.

According to the Issuer’s statement, there is narect concluded between the members
of the Issuer’s administration, management andrsigien bodies and the Issuer or any of
its subsidiaries stipulating that benefits are tgdnwhen the contract expires.

The board of directors has not set-up audit or reeration committees.
The Issuer states that it complies with the rubesbmpanies’ administration in force.

3. Employees
Employee benefits:

According to the collective employment agreememtently in force, within Transgaz the
minimum salary can not be lower then the equivailef®ON of Euro 125 (as of the date
of registration of the collective employment agreein 16th October 2006).

The same agreement stipulates that the salarydesluhe basic salary, allowances,
increments, as well as other additions. The Ispags the following allowances: seniority
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allowance, hard working conditions allowance, nighift allowance, dangerous working
conditions allowance, embarrassing working condgiaallowance, harmful working
conditions allowance, standby duty allowance, cwuus work shift allowance,
management bonus, overtime, leadership bonus.

The evolution of the average number of employeédstiam average salary:

Average salary
Number of (RON’000/employee

Date employees /month)
31.12.2005 4,755 1.83
31.12.2006 4,838 25
30.06.2007 4.876 2.6

Source: Transgaz, Management Reports

In 2006 the employees received meal tickets amogrid RON 7,393,420, while in the
first 6 months of 2007 their value was of RON 3,269.

The Issuer makes the payments to the state buddetaial security budgets on behalf of

its employees in connection to withholdings. Aletemployees are part of the pension
scheme of the Romanian state. These paymentsadesl $h the income statement under
salary expenses. Certain obligations regardingctimgributions to private pension funds

will apply to the issuer according to the provisaf law no. 411/2004 regarding private

pension fund. Thus, in case of persons of less 3bayears old that are assured according
to the provisions of Law no. 19/2000 regarding pliblic pension system and other social
security rights and who contribute to the publimgien system, must contribute to a

pension fund according to this law. For people leetw 35 and 45 years old the

contribution to such funds is optional. The conttibn to the pension fund is withheld and

transferred similarly to the one for social segurit

According to the collective employment agreemedms, issuer must pay to its employees,
upon retirement, an amount equal to a multipliethafir gross salary, depending on the
period for which they worked in the gas industrygrking conditions, etc. The Issuer
registered provisions for these expenses. Exceptdintributions to the state budget, the
Issuer does not have other obligations regardirsg i@irement benefits.

The Issuer also makes expenses for the gifts gtaoriesome holidays (1 June, 8 March,
Christmas, etc.), as well as for the partial seidet of leisure and treatment tickets. These
benefits are granted to the Issuer's employeesrdiogoto the terms of the collective
employment agreement currently in force. The teohshe agreement regarding these
benefits are summarised below:

According to art. 183 of the Collective Employmémgreement, the Issuer allocates funds
for organising and celebrating some anniversaneshmlidays such as: 8 March, Gas man
day, Child’s day, Christmas tree and the New Yedrile the women and under aged
children receive presents on Women Day, respegtivell June and Christmas, limited to
minimum 10% of the average gross salary grantethdgompany.

According to art. 192 letter d and Annex 18, theubs allocates funds for the expenses
made in connection to the discount of leisure aadtinent tickets, obtained by the trade
unions for the employees on sick leave or holidesywell as for their family members
(husband, wife and children in their support) up6&% and 50% respectively. The
discount applies to a quantum of the leisure amatinent ticket of maximum Eur
95/day/person, for a number of maximum 14 dayddisure tickets, and of 21 days for
treatment tickets, cumulated in a single sojourtwar, as the case may be. For the tickets
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the value of which exceeds the maximum of Eur 9p/ttee difference is fully paid by the
beneficiary of the ticket. The leisure and treattrterkets are obtained by the trade unions
that signed the Collective Employment Agreementsebdaon their offers and the
employees’ demand.

According to art. 195 of the Collective Employmémgreement concluded on 16 October
2006, Transgaz employees receive yearly an aidl ¢égule value of 5,000 cm of natural

gas starting October 2006. According to the addendancluded on 28 March 2007, the
natural gas quota was increased to 6,500 cm gdrtimnuary 2007.

Before October 2006 the gas aid was of 4,000 cmypar. The aid is paid in monthly

instalments per employee at the daily price ansinslar to the gross salary in terme of
related contributions and taxes.

Evolution of Issuer's employees

2003 | 2004 2005 2006 30.06.2007
Employee number at the end of the 4,677 4,797, 4,87( 4,963 4,962
period
Change 2.569 1.52% 1.90M% 0.00%

Source: Transgaz, Management Reports

During the analysed period there were no signiticdanges in the number of Transgaz

employees.

Transgaz does not use temporary employees, exmetitef positions the holders of which
are on maternity leave. According to the law, spadsitions can be filled in only by
employees with limited employment period.

Evolution of the employee number in terms of seritp

31.12.2003] 31.12.2004 31.12.20p5 31.12.2p06  30008.2
Below 10 year 672 660 599 545 469
From 10 to 20 years 1,347 1,362 1,352 1,341 1,234
From 20 to 30 years 1,575 1,550 1,565 1,596 1,674
From 30 to 40 years 990 1,119 1,221 1,32p 1,382
More than 40 years 93 106 133 157 203
TOTAL EMPLOYEES 4,677 4,797 4,87(]) 4,963 4,962

Source: Management Reports

According to the collective employment agreememtche employee has the right to
receive, upon retirement, irrespective of retirebmeasons, a certain number of salaries
depending on his/her seniority in the gas industry.

Seniority No. of salaries due
Up to 10 years 2 salaries
From 10 to 20 years 3 salaries
From 20 to 30 years 4 salaries
From 30 to 40 years 5 salaries
More than 40 years 6 salaries

Source: Management Reports
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The salary due upon retirement is the average aésgsalaries obtained in the last 12
months prior to retirement date.

Evolution of employee number in terms of seniority

31.12.2003( 31.12.2004  31.12.20Pp531.12.2006| 30.06.2007|
Below 20 years 9 12 10 9 2
From 20 to 30 years 240 490 443 420 357
From 30 to 40 years 1,445 1,440 1,449 1,458 1,324
From 40 to 50 years 1,641 1,681 1,672 1,630 1,671
From 50 to 60 years 958 1,069 1,174 1,303 1,423
More than 60 years 84 105 122 143 185
TOTAL EMPLOYEES 4,677 4,797 4,874 4,963 4,962
Source: Management Reports
Evolution of personnel in terms of studies
31.12.2003( 31.12.2004] 31.12.2005] 31.12.200p6 30.06.2007
Undergraduate studies 560 569 647 695 782
Professional studies 1,358 1,361 883 908 1,017
High school 1,935 1,628 1,549 1,789 1,604
fgjg;dary school + training 824 1,239 1,791 1,571 1,559
No studies 0 0 0 0 0
TOTAL EMPLOYEES 4,677 4,797 4,870 4,963 4,962
Source: Management Reports
Evolution of employee number in terms of activities
31.12.2003( 31.12.2004] 31.12.2005 31.12.2006 30.06.2007
NTS operating personnel 2,729 2,766 2,732 2,697 2,578
maintenance, repairs Lo4s|  1o91| 1186|127y 1393
T.E.S.A. personnel 903 940 952 991 991
TOTAL EMPLOYEES 4,677 4,797 4,870 4,963 4,962

Source: Management Reports

Participations and options

No member of the management, administration or g@mant bodies and no manager
(whose name may be mentioned by the Issuer in doderove that the Issuer has the
experience necessary for managing its businesdy lsblares in the Issuer’s share capital,
and no such person holds options on Issuer’s shares
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Baed on relevant persons’ statements the Issuessteat no member of the management,
administration or management bodies and no marfadrse name may be mentioned by
the Issuer in order to prove that the Issuer hase#tperience necessary for managing its
business) subscribed within the offer for privétma through restitution, including 5% of
the Issuer's share capital, published in 2004 k& Khinistry of Economy and Trade
(currently Ministry of Economy and Finance) in ceaction to its obligation to grant to the
entitled persons shares of the Issuer's availahkres capital, as repair measures in
equivalent according to Law 10/2001.

The employees’ participation to profit, accordirgy the provisions of the Collective
Employment Agreement concluded between the Issugiita employees, the latter have
the right to participate to profit according to tl® no. 64/2001 regarding the profit
disbursement in companies in which the state isntiagority or full owner, with its
subsequent changes and amendments.

According to these provisions, national companies taading companies fully or mainly
held by the state may grant their employees thwg tmparticipate to profit within 10% of
the net profit, but not more than a monthly averagsic salary of the respective company
in the financial year considered.

The individual distribution of the profit participan fond, according to the decision of the
General Meeting, is made together with the tradens that signed the Collective
Employment Agreement, pro rata with the gross bsalary for the effective time worked
full time.

For the years 2005 and 2006, the Issuer registameskpense with a provision related to
the employees’ profit participation fund accordinghe legislation in force. The expenses
related to the fund for employees participatiomptofit will be settled in less than a year
and are measured considering the amounts to beupaid settlement. According to the
decision of the General Meeting of 18 May 2006, ¢hgployee participation to profit of
RON 4,350,025 was approved, amount to be paid @ 20he employees’ participation to
profit was decided based on the average monthlysgsalary per employee in 2005 (RON
911/employee) and according the average numberngiloyees existing during the
financial period ended (4.775). This amount, a8bfDecember 2005, was registered as
salary expense and was paid in 2006.

According to the decision of the General Meeting 627 April 2007, the employees
participation to profit of RON 4,862,190 for 200@&svapproved, amount obtained based
on the average number of employees in 2006 (4.888)the monthly average salary
(ROL 1.005/employee). This amount was registeresatéay expense as of 31 December
2006 and was paid in 2007. According to the sanwesds of the General Meeting, the
general manager’s participation to profit was apptb in the same quota as the
employees, of RON 4,780, as per article 141 pa). g2d (5) of the Collective
Employment Agreement for the respective year.

Transgaz Employees are members in 4 legally regidteade unions, respectively:

. Medias Gas Transport Trade Union, with 4,576 membaffiliated to Federatia
Sindicala Gaz — Romania (Gas Trade Unions Federati®omania), Federatia
Sindicala ,Fratia” ("Fratia" Trade Union Federafjioand Confederatia Sindicala
“Atlas”("Atlas" Trade Union Confederation);
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. “Metan” Medias Professional Trade union), with 88mbers, affiliated to Federatia
Sindicala Gaz Metan Medias (Medias Metan Gas Trdd®n Federation) and
Blocul National Sindical (National Trade Union Blg¢

. S.N.T.G.N."Transgaz" S.A. Free Trade Union, with 8tembers, affiliated to
Federatia Sindicala Gaz Metan Medias (Medias M&as Trade Union Federation)
and Blocul National Sindical (National Trade UniBlock);

. "CERTEH" Medias Technology Research Trade unioth W#5 members, affiliated
to Federatia Sindicatelor Gaz — Romania (Gas Ttadens Federation - Romania).

Almost 99% of Transgaz employees are trade uniomniees. There are no other
contracts or agreements concluded with the tradenannor communications made to
those according to information requirements, exdeptthe Collective Employment

Agreement applicable within the company. This rates the individual and collective
working relations, as well as parties’ rights araligations regarding: the individual
employment agreement, working conditions, sociatuggy and health, individual

training, time of work and rest, salary, businaghts and obligations, working discipline,
social protection of the employees, etc.

Issuer’s Collective Employment Agreement

The working relations within the Issuer are goverbg the Employment Agreement on a
national level for the years 2007-2010, registength the Ministry of Labour, Social
Solidarity and Family under no. with no. 2895/21R28cember 2006, by the Collective
Employment Agreement applicable to companies adtivéhe industry of electric and
thermal energy, oil and gas for the year 2006 I$Baer signed this document, according
to the Annex to the addendum no. 498/06.03.200&)istered with the Ministry of
Labour, Social Solidarity and Family under no 2281® February 2006 and by Transgaz
Collective Employment Agreement, registered ungiéin no. 2341/18 October 2005 and
extended with a year according to the addendur30@4/16 October 2006.

Considering that the company is included in CAEMe®030 “Pipeline transport” and
Annex 4 of the national collective employment agneat — list of branches for which
collective employment agreements are concludedtréte unions claimed that the issuer
is included in the transport branch and, therefateshould apply the collective
employment agreement concluded for this branch elhegr, Transgaz does not appear to
have signed the Collective Employment AgreementHertransports branch and the trade
unions within the company are not related to thesomhat signed the collective
employment agreement for the transport branch.

The terms of the Collective Employment Agreementliapble to the Issuer are mainly

similar to the ones included in the Collective Eayphent Agreement for electric energy,

thermal energy, petrol and gas branch, as wellhasones included in the Collective

Employment Agreement on a national level. Thera g&eries of inconsistencies between
the terms of the Collective Employment Agreememtsctuded on a higher level and the
ones included in the Issuer’s Collective Employm&giteement, such as:

. There is a series of allowances that are not mesdian the Issuer’s collective
employment agreement, although they are mentiondte collective employment
agreement for the branch;
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. According to the Issuer's collective employmenteagnent, the allowance paid to
the family in case an employee deceases will bevofbasic salaries, at least 2 or 3
average salaries for the unit (according to cirdamses of decease), as it is
stipulated in the Collective Employment Agreememta national level.

. According to the collective employment agreementlie branch, the bonus granted
by the Issuer with the occasion of some religiooisdays and the trade day must be
of minimum one salary on the branch level, as casg& a minimum gross salary,
according to the collective agreement for the Issue

. The minimum gross salary of the company (namelyetipgivalent in RON of Euro
125) is lower than the one stipulated on the ctiteemployment agreement for the
branch (namely RON 620);

. The procedure regarding collective dismissals i negulated consistently; this
aspect is to be discussed and modified within #&erly negotiations regarding the
Issuer’s collective employment agreement.

The collective employment agreement applicableh® ¢ompany contains a series of
superior rights granted by the Issuer, as compaoethe similar provisions of the
collective employment agreement on a higher leugth as:

. In case of termination of the employees’ individwahployment agreement for
reasons outside their control, the Issuer will payevery employee a dismissal
allowance of 20 basic gross salaries, as comparet], namely 1.5 gross basic
salaries, according to the collective employmemeagent valid on a national level
and for the branch, respectively;

. In case of retirement, according to the collectagreement applicable to the
company, the employees have the right to a supparting between 2 and 6
salaries (the salary representing the average ofthfyosalaries of the last months
prior to retirement), depending on the length otise in the pit gas industry. On the
branch’s level, the value of the support grantednupetirement is of one basic
salary.

The Issuer has not informed its employees regairti@grocessing of their personal data.
Conditions for declaring strike at Transgaz

According to Law no. 168/1999 regarding the resotubf working conflicts, as amended

and completed, usually the strike can be declardyg in case of conflicts of interest in

one of the four cases expressly provided by thertyarding the initiation, performance
and conclusion of collective negotiations or ther mmmpliance with the obligation to

negotiate on a yearly basis some aspects of tiectoke employment agreement already
concluded. The strike begins after the possilbdlitte solve the conflict of interest

according to the law are eliminated. At the sameetithe strike can begin only if its

organisers notify the company’s management accgidat least 48 hours in advance.

According to the legal terms, in case of compasigsplying gas to the population, there
are some additional restrictions regarding thekatriThus, the strike can be initiated on
condition that its organisers and leaders enswengial services, but not less than one
third of the company’s normal activity, complyingtlvthe minimum life requirements of
local communities. In case of companies belongin¢he national energetic system, the
law stipulates that the strike can begin on coaditio assure at least one third of the
activity of the respective company, so that noemndanger the life and health of people
and to assure the safe functioning of installations
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Professional training

For the activity to become more efficient, the Bysmakes a permanent analysis of the
personnel structure and the employees’ training.

The methodology for assessing the individual psitesal performance, annexed to the
collective employment agreement applicable to tbengany, is valid for the entire
personnel of Transgaz, except for the workers.

The purpose of the performance assessment systenassure an efficient management,
focused on:

. developing the employees’ performance by a bettewkedge weaknesses and
strengths;

. improving the communication;
. career development;

. development of human resources programs regardiagselection, training and
professional improvement;

. deciding realist criteria in order to recruit pemftom inside the company and to
promote them;

. correlating the performances with the salary ar@hsional awards;

. identifying the opportunity to change positions eeging on the employees’
capacities and skills.

In order to maintain and develop professional skithe Issuer constantly organises
training courses for Transgaz employees, using imbénal and external trainers, in order
to form and increase the employees’ level of psitesal training.

Internal Regulation

According to the Labour Code, each employer is pellad to elaborate an Internal
Regulation. The Issuer adopted the internal Reigulato 4070 of 25 April 2003.

The Internal Regulation details the mandatory testipulated in the Labour Code,
including the rules regarding working safety, hygieand security, the ones regarding the
compliance with the principle of non-discriminatiand removal of any form of breaching
dignity, employer's and employees’ rights and gdiions, rules regarding solving the
employees’ requests and complaints and the oneardieag working discipline,
disciplinary deviations, the applicable sanctionsl @ghe rules regarding the disciplinary
procedure. The Internal Regulation does not conigints and obligations in addition to
the ones mentioned by law.

The Issuer's Conduct Code was approved by the @erdanager Decision no.
83/24.03.20086, regulating the conduct norms fon3gaz employees.

Labour safety and security

The Issuer states that it complies with the prowvisi of Law no. 319/2006 regarding
labour safety and security, as well as the Goventriecision no. 1425/2006 regarding
the approval of the Methodological Norms for enfiogethe provisions of Law no.

319/2006 regarding security and health measureskt place.
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Employees participation to Issuer’s capital
There are no agreements regarding employees’ ipatiien to capital.
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XI. IMPORTANT CONTRACTS

A detailed presentation of loan and financing cacis, as well as the main contracts
regarding the gas industry is included below is tthapter.

The summary of contracts with related parties, laad financing contracts, as well as the
related guarantees, framework contracts for nagasltransport and other contracts of the
gas industry mentioned in this chapter, as wetifagther important contracts the value of

which exceeds EUR 500,000, in force on 30 June 20@¥luded at Annexes 19, 20, 21,

22, 23, 24, 25 and 26.

1. Loan and financing contracts

The Issuer benefits from bank loans as it took @eetain loan contracts concluded by its
predecessor SNGN Romgaz and contracted directigindoans after its incorporation.

Financing contracts taken over by the Issuer froflN&N Romgaz

Upon its incorporation, Transgaz took over, acaaydo the Report no. 5619 of 13 June
2000, concluded based on the Government Decismr834/2000:

. The obligation to repay to the Ministry of Tradedafinance, based on the
subsidiary loan agreement concluded, the amouhiS 7,768,009.55, including
the amounts not contracted until that date of USED@,000 for the loan contracted
by the Romanian state from BIRD as per BIRD loa23RO.

At the time the loan was contracted (1994), theopean Agreement between
Romania and the European Union (containing exppessisions regarding state
aid), Competition Law no. 21/1996 and State Aid Lav 143/1999 , adopted, were
not applicable. As a consequence, at that timata sid measure was not necessary
to be notified. When the State Aid Law no. 143/1@9®ered into force, namely 01
January 2000, all state aids prior to this dateewmmsidered “existing aids” not
subject to the respective law.

According to the letter of Competition Council of August 2007, it can be
considered that the authority’s position regardihig loan is similar to the ones
mentioned above.

. rights and obligations of SNGN Romgaz resultingrfro

loan contract concluded by SNGN Romgaz with The @encial Bank for the Gas
Industry Gazprombank on 24 November 199 and itsagui@es; in order to confirm,
according to English Law, the transfer of rightsl abligations resulting therefrom
to Transgaz, Transgaz concluded with the CommeBaailk for the Gas Industry
Gazprombank on 9 August 2000 a Contract for assyithie obligations (“Deed of
Assumption” of 2 October 2001).

Loan and financing contracts concluded directly bbiye Issuer

After the incorporation, the Issuer concluded dlyelban and financing contracts, either
for financing the purchase of goods, or for finagcthe Issuer’s current operating needs,
except for the loan contract concluded with the @mrcial Bank for the Gas Industry
Gazprombank, which was granted in order to contthedinancing of the projects for the
extension of natural gas transit capacity in Romanfhe following contracts were valid as
of 30 June:
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. two loan contracts concluded with ABN AMRO BANK (&pntract for granting a
loan facility, no. 5183 concluded on 14 Decembef®@nd (b) Contract for
granting a loan facility, no. 4167 concluded orx#rember 2006;

. three credit lines concluded with EFIBANCA S.p.A (@edit line of 30 June 2003,
(b) Credit line of 23 September 2004, as amende@rdit line of 21 January 2005,
as amended; The contracts mentioned at (b) andarg)classified. The Issuer
considered that the information presented in thesp&ctus in connection to these
loans is not classified as per Law no. 182/2002ngigg the classified information
and GD no. 585/2002 regarding the approval of MatidStandards for protecting
the classified information in Romania.

. Contract for medium-term loan facility no. 0077 cluded with RAIFFEISEN Bank
S.A, as amended;

. Contract for loan facility no. 22 of 31 August Z6oncluded by B.R.D. Groupe
Societe Generale SA — Medias Branch;

. Loan Contract concluded with the Commercial Bank tbhe Gas Industry
Gazprombank on 8 February 2001,

. Loan Contract no SIB/16/2007 signed with Unicreditiac Bank S.A. on 31
October 2007. According to this contract the Issoietained a loan amounting to
RON 100,600,000.

For each of the loan facilities granted, differgoarantees have been pledged in order to
assure the payment of the obligations undertaketindyssuer; these include assignment
of receivables, pledge on bank accounts, promissasgs.

General issues regarding loan agreements

. The Issuer did not comply in all cases with theigailons to notify the financing
institutions or to obtain their agreement, as thsecmay be, assumed according to
the loan and financing contracts it concluded.

- the Issuer did not notify or, as the case maydi,not notify accordingly the
creditors regarding the successive amendments sofAiticles of Association.
According to some loan agreements, depending orcitbteamstances, not making
the notice may be considered a breach. Detaileinmdtion regarding these issues
related to each loan or financing agreement areided at Annex 19 — paragraph
“Comments”.

- the Issuer did not notify or, as the case maydi,not notify accordingly the
creditors regarding the new loan or financing fties it contracted or the set-up of
new guarantees out of its patrimony. Informatiolatel to the above, concerning
each loan and financing contract are included inexn20 — Notes section.

The Issuer has not receive a notice regardinguheiat or potential existence of a default
or the intention to repay in advance the loansrmaricing obtained or communicating that
a non-binding loan facility is no longer granted.

. In case of two loan agreements and the relatecagtess the contracting the Issuer
did not obtain the parties’s approval of disclosUieerefore, in this Prospectus there
where not included or have been partly presentddrnvation regarding such
contracts.

Status of loan and financing facilities as of 36e)J@007
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Currency Contracted Balance at Balance at
value inthe 30.06.2007 30.06.2007
loan in the loan in RON

Bank Purpose currency currency

Restructuring and

rehabilitation of Romanian
BIRD oil sector BIRD RO UsD 6,933,684 3,850,706 9,887,072

3723/1994

Extend transit capacities in
Gazprombank Romania for the export of

pror natural gas from Russian UsD 48,340,434 16,814,064 43,171,792

Federatia Rusa - .

Federation to third

countries

Extend transit capacities in

Romania for the export of
Gazprombank 1ol gas from Russian ~ USD 67,000,000 25,780,392 66,193,735
Federatia Rusa > .

Federation to third

countries
ABN AMRO Acquire pipeline and
BANK Romania quire pip EUR 6,436,920 5,229,998 17,686,284
SA valves from Italy
Raiffeisenbank /40 se SMG Isaccea Il EUR 1,142,468 712511 @500
Romania
Efibanca ltalia C
30.09.2003 Acquire fittings from ltaly EUR 3,106,007 1,177,541 3,982,089
Efibanca ltalia C
23.09.2004 Acquire fittings from ltaly EUR 3,187,500 1,965,049 6,645,205
Efibanca Italia . .
51.01.2005 Acquire pipeline from Italy EUR 2,127,720 1,276,632 4,317,186
ABN AMRO
BANK Romania  Credit line RON 30,000,000 18,871,800 18,871,800
SA
BRD Medias Credit line RON 45,000,000 29,119,900 9,129,900

Source: Transgaz, Management Reports

Note: The loan signed with Unicredit Tiriack Bank S no. SIB/16/2007, concluded after the referatate,
30 June 2007, was not presented in the above table.

A detailed presentation of loan and financing cacts and of guarantee agreements
concluded by the Issuer is included at Annex 20 Amdex 21, respectively. Also,
detailed information on loan contract concludedhwiResial S.A. is presented in Annex 19
— Contracts concluded with related parties.

2. Contracts regarding natural gas industry

Contracts for natural gas transport

For the gas year 2006-2007, the Issuer concludechB8port of natural gas contracts, out
of which:

. 2 contracts concluded with producers,

. 10 contracts concluded with distributors,

. 11 contracts concluded with suppliers;

. 15 contracts concluded with eligible consumers.
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At the same time, for gas year 2007-2008, the rssoiecluded 37 transport contracts out
of which:

. 2 contracts concluded with producers,

. 10 contracts concluded with distributors,

. 14 contracts concluded with suppliers;

. 11 contracts concluded with eligible consumers.

The Issuer it concluded both (i) contracts forphavision of natural gas transport services
with capacity reservation in the NTS based on taenéwork contract approved by the
Regulatory Authority’s Decision no. 460/2006 as adex, as well as (ii) contracts for the
provision of interruptible natural gas transpombotigh the NTS based on the framework
contract approved by the Regulatory Authority’s Bem no. 528/2006 as amended.

The summary of the main conditions of the mentiofmathework contracts, valid starting
30 June 2007, are presented at Annex 22 - Frankezomitracts for natural gas transport.

The Issuer stated that it concluded contracts &unal gas transport in a form similar to
the framework agreement approved by the Regul&atkority.

Contracts for natural gas transit

The Issuer concluded three contracts for naturaltgansit based on inter-governmental
conventions regarding natural gas transit over Roaa

These contracts for natural gas transit are long-tontracts concluded:

. Before the incorporation of the Issuer and, respelgt taken over by the Issuer
according to the Delivery — Receit Document conetbdn 13 June 2000 between
SNGN Romgaz and Transgaz, based on the Governmeanision 334/2000,
namely: (i) Contract regarding the natural gas gpamt over the territory of the
Socialist Republic of Romania to Turkey, Greece afiter countries no. 2102-
06/03.06.1987, valid until 31 December 2011, codetlibased on the Convention
between the Government of the Socialist RepubliRaania and the Government
of the Union of the Socialist Soviet Republics melyag the transit over the territory
of the Socialist Republic of Romanian of gas froRI$ to Turkey, Greece and
other countries starting 29 December 1985, and (@Qontract no.
643/00157629/210247/24.09.1999, concluded withliingted Liability Company
“Gazexport” OAO “Gazprom” (Moscow), having as iaitideadline 31 December
2023, concluded based on the Convention betweeRémeanian Government and
the Government of the Russian Federation regartlirgextension of gas transit
capacities over the Romanian territory for the élase of natural gas deliveries from
the Russian Federation to third countries and tmd&va, starting 25 October 1996,
approved by the Government Decision 1369/1996, fisalby the Government
Decision 656/2001;

. After the incorporation of the Issuer, namely tlumtcact no. 10726 regarding the
transit over the Romanian territory of natural das the Republic of Bulgaria,
starting 19 October 2005, concluded with Bulgargad, valid until 31 December
2011, concluded based on the Agreement regardengdbperation in the energetic
field between the Romanian Ministry of Resourced bndustry and the Bulgarian
Ministry of Energy and Energetic Resources, stgrii October 2002, approved by
the Government Decision 87/2003.
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The payment of transit services within the two sracontracts concluded with Gazprom
Export (Contract regarding natural gas transpoet ¢e territory of the Socialist Republic
of Romania to Turkey, Greece and other countries 2i®2-06/03.06.1987 and the
Contract no. 643/00157629/210247/24.09.1999) i3 mlade by delivering natural gas by
the customer (beneficiary of transit servicesh Issuer.

According with the transit contracts concluded, bsuer agreed to some confidentiality
clauses regarding their content, thus:

. Transit agreements no. 2102-06/03.06.1987 and no.
643/00157629/210247/24.09.1999 due to the negainswer of the contracting
parties regarding the disclosure of informationconnection with such contracts,
only limited information concerning their terms acmhditions were included in the
Prospectus.

. Transit contract no. 10726/19.10.2005 was not prteslein its entirety as it was not
obtained the full agreement of the contractingypart

See Annex 23 for the main terms of the transitramtconcluded with Bulgargaz.

The transit contracts concluded by the Issuer anidential. The Issuer considers that the
information included in the Prospectus regardinghstontracts is not classified according
to Law no. 182/2002 regarding classified informatand GD no. 585/2002 regarding the
approval of the National Standards for protecthng ¢lassified information in Romania..

As a guarantee for the payment of certain loares,rigjhts in connection to two of the
transit contracts concluded by the Issuer weregasdito credit institutions.

Contracts for natural gas sale - purchase

The Issuer concluded two contracts for naturalsgds — purchase, for the gas it obtained
as payment for the transit services, as follows:

. Natural gas sale - purchase contract no. 5/2006leded between the Issuer and
Petrom Gas SRL, and

. Natural gas sale - purchase contract no. 6/2006leded between the Issuer and
Egl Gas&Power Romania SA
See Annex no. 24 for the main terms of the cordrimtnatural gas sale — purchase.

Contracts for natural gas procurement for its owadhnological consumption

The Issuer concluded a contract for natural gascysemment for technological
consumption, namely the Contract for Natural Gasc&tement for Technological
Consumption no. 1/2003 with SNGN Romgaz.

The object of this contract is the sale-purchaseatifiral gas from the seller’s current
domestic production, necessary for the Issueranelogical consumption in the NTS.
The initial term of this contract (1 January 2003+December 2003) was extended by
successive addendums, the last one being the Addend. 17/2007, by which the term
was extended until 31 March 2008.

According to this contract, the Issuer undertoaksa@onfidentiality obligations concering
its content. Because the Issuer did not obtairatireement of SNGN Romgaz regarding
the disclosure of some contractual clauses relatetie tariff methodology, main rights
and obligations, contractual changes or its appesdinformation related with the above
mentioned was no included in this Prospectus.
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See Annex no. 24 for the presentation of the maims$ of the gas procurement contract
for technological consumption.

3. Partnership Agreement regarding the Nabucco gasipeline

On 11 October 2002, the Issuer concluded the CatiparAgreement for the set-up of a
consortium, in order to connect and turn into aotdbe natural gas resources from the
Caspian Sea Area and the Middle East, with the tciesnof the Central and Eastern
Europe. At the moment, the partners’ cooperatiantiie@ accomplishment of Nabucco
Project is made based on the Partnership Agreemnegatrding Nabucco gas pipeline
signed on 28 June 2005.

According to the mentioned Partnership Agreemeat, the accomplishment of the
Nabucco Gas Pipeline Project, the Issuer has thgation to supply an initial financing,
as well as guarantees and other forms of finascipport for Nabucco Companies, in the
guantity, at the time and in the form provided foy the Financing Plan approved
unanimously by the Management Committee set-up rdoap to the agreement. The
partners to the project cannot be obliged to sufypther financing without agreeing on
the financing amount and how it will provided.

With respect to the implementation status of NabuRwject, in February 2004, Nabucco
Company Pipeline Study GmbH was formed, a privateitdd liability company,
organized according to the laws of Austria, witladtiguarters in Vienna, having a share
capital of Euro 35,000, its object of activity bgito elaborate and/ or promote studies
related to the financing of Nabucco Gas Pipelingdet, lobby at the governmental level
and at the level of the European Commission in rotdecreate appropriate facilities for
potential investors, the coordination of publicatedn activities, the negotiation of the
transport contracts with potential transporters.

In October 2005, the company Nabucco Company Pipeitudy GmbH was renamed
Nabucco Gas Pipeline International GmbH, extendatgthe same time, its object of
activity so as to allow the performance of new\ai#is, according to the provisions of the
Partnership Agreement regarding Nabucco Gas Pge(the negotiation and the
conclusion of transport contracts with potentiadtomers, making the necessary steps to
obtain financing for the Nabucco Project, etc.).

Among the other important steps made until now tfee implementation of Nabucco
Project are:

. Hire the advisor for mergers and acquisitions — BNiAbas, France
. Start the procedures for finding an additional pairt

. Signing by the Romanian Government with the suppbMlinistry of Economy and
Commerce and the competent ministries, on 8 Noven#f¥5, the Memorandum
for the building the natural gas transport pipefiren the Caspian Sea area and the
Middle East to Western Europe through Turkey, Bu&gaRomania, Hungary and
Austria — the Nabucco Project;

. Start the procedure for selecting the general desi¢according to European laws
regarding the public acquisitions);

. Submit to the European Commission and the regylaathorities, the request for
exemption from certain provisions regarding theeasoof third parties to the system
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At the moment, for the development of the Nabucomjdet, the Issuer carries activities
corresponding to the development stage of the girages follows:

. Technical aspects: initiate the tender procesghfoselection of the general designer

. Financial aspects: select a new financial adviBoish the process for getting an
additional partner

. Legal aspects: conclude the Intergovernmental Agese (the preliminary form of
which was approved by all the project partnersymfahe National Nabucco
Companies, reanalyse the possibility to contineedbllaboration with the current
legal advisor or to start working with an interoatl legal advisor

. Economic aspects: necessary steps at the regulatingrities in order to obtain
comfort letters from them, allowing the initiatiaf the “open season” process for
allocating the capacity related to Nabucco pipeline

As the partnership agreement is confidential andhsiciering the confidentiality
obligations assumed by the issuer, the summarkisfagreement was not included in the
prospectus. The Issuer consider that the informgiresented in the prospectus regarding
this agreement is not classified a per law no. 2822 regarding protecting the classifiend
information and GD no. 585/2002 for approving thatibinal Standards for protecting
classified information in Romania.
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Xll.  REAL ESTATE, MACHINES AND EQUIPMENT

The patrimony of the Issuer was built up by takiager part of the assets and,
respectively, the liabilities of SNGN Romgaz basedthe balance sheet thereof as of 31
December 1999. Thus, the individualisation of thgeés and rights taken over depends on
the accuracy, the completeness and correct retystrand detailing in the accounting
statements prepared by each of the Issuer’s presiece

At the same time, according to Government Deci8i&#/2000, the 5 companies resulting
from the reorganisation took over all the rightsl avere to be liable for all obligations of
SNGN Romgaz. This general reference to all five panies, correlated to the delivery-
receipt documents concluded between each compathySAIGN Romgaz, could be a
ground for a creditor to invoke a passive soligarélation between these companies as
regards the obligations transferred from SNGN Ramnga

With respect to the transfer of SNGN Romgaz rigintsl obligations, we state that the
documents concluded with the National Company fodé&iground Storage of Natural
Gas - "Depogaz" S.A., the Company for Natural G&sploration and Production -

.EXprogaz” S.A., the Company for Natural Gas Dlaition “Distrigaz Sud” S.A. and the

Company for Natural Gas Distribution “Distrigaz MbdIS.A. set out that the substitution
in rights and obligations of SNGN Romgaz will orthg performed within the limits

provided in the respective documents, while thdvdgl-receipt document concluded
between SNGN Romgaz and Transgaz does not contetinasprovision.

Land and buildings

a) Land and buildings used by the Issuer (other thiam ®dnes belonging to third
parties)

Land

The Issuer holds the following certifications retjag plots of land, with a total area
of approximately 246,100 sgm, that it uses (othantthose identified as belonging
to third parties):

o] Sale-purchase agreements concluded by the Issuey (its predecessors) in
as buyers, with a total area of about 65,550 sqm,00 which three sale-
purchase agreements can be considered as agreemitgntelated parties,
concluded by the Issuer as buyer, as follows:

(i) sale-purchase agreement authenticated under no/09786.2004
concluded with SCDGN Distrigaz Sud S.A. (as selleaving as object
the real estate with an area of 3,180.39 sgm camgriand and related
buildings, sold by the seller for a price of ROB&,773,172;

(i) sale-purchase agreement authenticated under no/09786.2004
concluded with SCDGN Distrigaz Sud S.A. (as selleaving as object
the real estate with an area 827.79 sgm comprigind and related
buildings, sold by the seller for a price of RO&,314,616,179;

(i) sale-purchase agreement authenticated under no/17408.2000
concluded with B.A.T. Medias S.A. (as seller), mavas object the real
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estate with an area of 12,849 sqm comprising laxtbralated buildings,
sold by the seller for a price of ROL 2,600,000,000

Annex 18 contains the main terms of these agreenwamicluded with related
parties.

Aspects concerning the sale-purchase agreements:

Real estate advertisingrhe Issuer concluded 35 sale-purchase agreements,
out of which 14 agreements were recorded in thevagit land book. If sale-
purchase agreements are not recorded in the laold tiee result is the lack of
imposing the ownership rights acquired pursuarthé&se agreements to third
parties.

o] Donation agreements concluded by the Issuer, asfibemy, and individuals
as donors, having as object plots of land with tibtal surface of 1.217,84
sgm.

o] Ownership certificates issued in the Issuer's ngmsuant to the provisions
of Law no. 15/1990 concerning the reorganisatioc@hpanies held by the
state as autonomous companies and trading compamiesf the Government
Decision no. 834/1991 concerning the set out asdsasnent of some plots of
land belonging to companies held by the state.

The Issuer has obtained 106 Certificates, foral tahd area of about 179.370
sgm. At the same time, it currently prepares tlobiriecal documentations in
order to obtain new ownership certificates for lamaving a total area of
approximately 250,276 sqm.

Aspects concerning ownership certificates:

Real estate advertisin@ut of the 106 ownership certificates for thetplof
land obtained by the Issuer, 53 certificates weomnded in the relevant land
book. If sale-purchase agreements are not recaondibe land book, the result
is the lack of imposing the ownership rights acedirpursuant to these
agreements to third parties.

The Issuer states that:

a. the ownership certificates it obtained were issuredompliance with
the provisions of law no. 15/1990 and the GD nal/8391, as well as
with all the legal requirements in force at thedithey were issued;

b. the validity of the ownership certificates was otestioned by third
parties, except for the request to cancel the fate series MO3 no.
9400 (please see the information included in AnB8k according to
the Issuer's knowledge, there is no reason forrkialidation of such
certificates;

C. there are no pending claims regarding land for whawvnership
certificates were obtained, and the Issuer is nedra of a claim
regarding land held bases on the certificates;

d. The issuer has not received claims for restitutibtand held based on
ownership certificates, submitted according to ks on property
restitution (mainly including law no. 10/2001, Lawo. 18/1991
regarding the agricultural real eatate and law 1i2000 for retracing
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b)

the property right over forestry and agriculturahd required by law
no. 18/1991 and law 169/1997, as successively aadnexcept for
the notices stated at Annex 28. The issuer is naraé of the
imminence of any notice regarding the restitutibaad held based on
the certificates.

Buildings used by the Issuer

The Issuer holds certain certificated for its hesdters, the headquarters of the
branches that were dissolved, the headquarteratirdl Gas Dispatcher Bucharest
and the headquarters of regional transport angitranits mentioned at Annex 26.

Identifying the buildings taken over by the issudgren SNGN Romgaz as formed,
according to the delivery-receipt document conaud& 13 June 2000 between
SNGN Romgaz and the Issuer were not registereldeimppropriate manner, which
may trigger risks related to proving the title ogech buildings, some of them being
only registered in the accounting books.

With respect to the claims regarding the Issueglsts on buildings, see Chapter IV.
Operating and Financial Review, Section — Legal ambitrage procedures —
Requests for restitution.

Buildings held by the Issuer in use
o] Lands conceded by the Issuer

Besides the land mentioned in above paragrapthe)issuer uses land based
on concession agreements concluded, usually, betwie and the
representatives of local public authorities. Thewb mentioned land was
conceded in order to: (a) build adjustment-measargnstations; (b) place
radio relay towers; (c) place measuring panels atber technical
constructions; (d) build dwellings and headquarters

The Issuer concluded 44 concession agreementsf autich 6 are concluded
free of charge. These generally include usual proms of the concession
agreements.

The concession agreements have been concludedrios f 90, 99 or 100
years in case of agreements concluded before tli@rcement of Law
219/1998 (23 January 1999) regarding the concessieatement, and
respectively 49 years subsequent to this date.

0 Lands leased by the Issuer

The Issuer uses plots of land based on 113 leaseragnts concluded mostly
between individuals (as lessors) and Transgaz daseé), out of which
approximately 100 agreements are concluded foriagef 3 years or larger.

The Issuer holds, as lessee, land leased in aodéevelop certain objectives
necessary for carrying out its object of activity.

Also, the Issuer, as lessor, leased a series béstate to its employees, to be
used as business dwellings.

o] Land held by the Issuer free of charge

The Issuer was granted land for using it free @frgh use, either pursuant to
some free lease agreements, concluded, usually tétrepresentatives of the
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local public authorities, or based on certain il administrative
documents. Land thus held is used by Transgaz dweldping/operation of
certain adjustment — measurement stations and deraio perform other
investment works necessary for carrying out itevaies.

The Issuer did not perform the registration foitied in the land book of the
agreements based on which it holds the right tcsogge plots of land, leased for a
period larger than 3 years, as mentioned abovesutih agreements are not
recorded in the land book, the result is the latkmgposing the rights obtained
pursuant to these agreements to third parties.

o] Real estate used by the Issuer without title

The Issuer uses without title a relatively high temof real estate assets,
comprising land with a total area of approximat&$4.675 sgm. Some
adjustment — measurement stations or other equiperenplaced on such
land. The documents for obtaining ownership cesitd for some of these
plots of land were already elaborated (see infaonaat the paragraph Land
used by the issuer (other than the ones identgeldelonging to third parties).

c) Major charges on real estate

The Issuer states that, in connection to its ref@te assets (i) no major charges were
formed, including privileges, interdictions, morntgss, significant limitations of the
ownership right, usage right, free transfer of shene and (ii) there are no ongoing
actions, litigation or arbitrage procedure of adstmative or governmental
procedures other than the ones mentioned at An@exQverview of litigations and
notifications in which the Issuer is involved in.

Title regarding the natural gas transport networkNTS

Starting 2002, pursuant to the Concession Agreentieatissuer was granted the right to
operate directly, on its risk and responsibilitye major pipelines, installations, equipment
and machines related to the national system farabgjas transport, as well as the right to
operate the natural gas transport network, qudlifie an asset of strategic importance,
publicly owned by the state. In order to carry the object of the concession, the Issuer
has the right to operate the goods (including thiesalting from the investments made by
the Issuer) related to the natural gas transponvork and to receive the tariff for
operating the natural gas transport network. Teedswas also granted the right to access
the land areas necessary to carry out the operatithe natural gas transport network.

Title regarding the assets related to the NTS

In order to assure the continuity of NTS operatithre Concession Agreement includes
specific provisions regarding the classificationtloé assets related to the NTS or used
during the provision of natural gas transport,d®ws:

a) The assets that will be returned to the grantee of charge title and free of any
charges, upon the termination of the Concessioredmgent are divided in two
categories:

* Assets that are subject to the Concession Agreeexgmessly mentioned in the
Agreement, resulted from investments from own sesiror/and budgetary
sources;
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» Assets obtained according to the minimal prograoviged in the Concession
Agreement.

The Issuer assumed certain investment obligaticespectively the carrying out,

within the first 4 contractudlyears, of a minimal program mainly comprising:
development and upgrade of pipelines and the celatgtallations; upgrade of the
compressors station; upgrade of the delivery-récepmtions and of the

measurements systems; automation of the NTS atall&i®n of certain systems for

natural gas flow monitoring; development of theteimmunications system related
to the NTS.

The parties are to update the programmes for NT&emmisation and development
once every 5 years, by means of an addendum.

Information regarding the compliance with the minminvestment programme for
the period 2002-2006, namely the approval of theimmim investment plan for the
period 2007-2011 are included at Chapter VIl —d#gtion of the Issuer’s Activity,
Section 1 — Natural gas transport activity.

b) Taken over assetspnsisting in telecommunication equipment desdriieAnnex 5
to the Concession Agreement, as well as other gpedsrmed by the Issuer during
the concession and that can become publicly ownethd state and managed by
ANRM, free of any charges, upon the grantor’s apiiothis respect, on the date of
expiry of the Concession Agreement, and the paymentthe Issuer of a
compensation equal to the updated book value otdmeerned assets, calculated
according to the legal provisions in force at tivae.

c) Own assetsconsisting in the assets described at Annex 6h& €oncession
Agreement, which the Issuer holds both during tlendéssion Agreement and
subsequently, after the termination thereof.

Details regarding the Concession Agreement arepted at Annex 7.

Title upon major pipelines for natural gases transi

The transit major pipelines are publicly owned hg state, based on the Government
decisions approving the international agreementsedaon which natural gas transit
agreements are concluded, namely the terms sétb ¢lue intergovernmental conventions
(see Chapter X1.2 Important contracts - Sectiolwnrt€cts for natural gas transit).

The right to use the dedicated major pipelines rentgd to the Issuer based on the
Concession Agreement, being included in the agsddased to the NTS and complying

with their legal status according to this Agreemeawven if these are not included in the
NTS. The Issuer carries out the transit activitgdzthon Gas Law no. 351/2004 and the
international agreements to which Romania is aypart

According to the Agreement, the contractual yesardéfined as the period of 12 months, calculated
according to the Gregorian calendar, from the dstewhich the Agreement became valid or from any
annual celebration of the date on which the Agregrbecame valid.
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The Issuer states that it does not hold tangitdetasexceeding EURO 100,000 besides the
ones related to the NTS, except for the ones foiS Nmaintenance, development,
modernisation and rehabilitation.

Information regarding non-current assets

The analysis of the issuer’'s assets points outitiangible assets hold the largest weight
in the Issuer’s assets (91.76% in 2004, 91.11%00b2and 90.47% in 2006), and, within

them, tangible assets represented 91.3% of tosdt@sn 2004, 90.7% in 2005 and

90.09% in 2006.

In general, the assets have had the same valggstereng an increase of 3.14% in 2005
as compared to 2004, mainly sustained by the groitangible assets.

Non-current assets

Tangible assets
The table below presents the evolution of tangasisets:

Advances
Other plant, and tangible
Land and Plantand  machinery assets in

Ths. RON buildings machinery and furniture progress Total
Gross value on 31.12.2004 460,790 4,392,981 293,031 124,237 5,271,,039
Cumulated depreciation (152,611) (2,388,550) (2080 0 (2,749,174)
Net value on 31.12.2004 308,179 2,004,431 85,018 4,287 2,521,865
Gross value on 31.12.2005 462,928 4,577,671 297,101 108,415 5,446,115
Cumulated depreciation (165,190) (2,460,338) (03,1 0 (2,843,630)
Net value on 31.12.2005 297,738 2,117,333 78,099 108415 2,602,485
Gross value on 31.12.2006 463,570 4,728,427 303,445 119,588 5,615,030
Cumulated depreciation (176,657) (2,584,809) (233,889) 0 (2,995,355)

286,913 2,143,618 69,556 119,588 2,619,675

Net value on 31.12.2006
Source: IFRS compliant financial statements

The net book value as of 31 December 2005 increaged.19% as compared to 31
December 2004and by 0.66% on 31 December 2006 as compared.1@.2005, mainly
due to the commissioning of new capacities for ratgas transport, as well as following
the registration of land for which ownership céctites were obtained in 2005 and 2006.
Ownership certificates were obtained also in 2004env new natural gas transport
capacities were commissioned.

The Issuer manages land and buildings, plant arcthimery, as well as assets in progress.

Land has the most reduced weight in this categdore important are the land areas on
which training centers are built (at Sinaia anda2eg, as well as the land of 30 Calea
Dorobanti, Sector 2, Bucharest.

Tangible assets in progress

The most important tangible asset in progress lange as of 31. December 2006 is the
pipeline Filiasi Turnu Severin Etapa lll, accoungtifor 13.17% of the value of tangible
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assets in progress. Other tangible assets in megrainly refer to the execution and
modernisation of natural gas transport pipelingsjet for improving the gas supply to
Slatina, Giurgiu Supply Pipeline, Calarasi Supplyefne.

Tangible assets belonging to public patrimony
NTS related assets include tangible assets belgngipublic patrimony.

According to the provisions of Law no. 213/1998 arting the public property and its
status, the gas transport networks are fixed apsétgly owned by the Romanian state.

According to the Concession Agreement, the Issegistered a royalty fee representing a
percentage of the total revenues from natural gassport and international transit.
Starting with 8 October 2007, the rolyality fee wasrease from 5% to 10%.For more
details regarding the Concession Agreement seet@hdfll — Description of the Issuer’'s
Activity and Annex 7.

In the Issuer’s statutory financial statements,cessions were registered at the inventory
value of tangible assets belonging to the publim@io and that were subject to the

Concession Agreement. Accordingly, the Issuer teggsl a long term debt related to the
concession.

According to the provisions of Law no. 213/1998 aeting public ownership and its
conditions, and the Government Decision 1031/14ebder 1999 for the approval of the
methodological norms regarding the accounting teggisn of assets publicly owned by
the state, the Issuer does not depreciate thesamggect to the Concession Agreement in
its statutory financial statements.

In the Issuer’s financial statements elaboratedmicg to IFRS, the Issuer, as of 31
December 20096, registered in its balance shegibi@nassets belonging to the public
domain that were subject to the Concession Agretatem revaluated net value of RON
541,499. Accordingly, the Issuer registers in itpuity the reserve regarding public
patrimony. The Issuer calculates and registerssilHRS compliant financial statements
the depreciation of the assets subject to the Gsime Agreement. For details please see
Chapter V1.4 Operating & Financial review , SectgnMain Accounting Policies.

Depreciation of tangible assets

In the statutory financial statements, depreciat®rcalculated at the revaluated value,
using the straight line method during the estimédifedoeriod of the assets, except for the
tangible assets subject to the provisions of Law332/2001 regarding investments with
significant aspect in the economy. This law stifegathat, in case of direct investments
significantly impacting on the economy (with valuesceeding 1 million USD) the
accelerated depreciation applies according to theigions of Law no. 15/1994 regarding
the depreciation of capital formed for tangible anthngible assets, as subsequently
amended and completed.

In IFRS compliant financial statements, depreciai®computed at the revaluated value
using only the straight line method for the estiedatife period of the assets. In these
financial statements the issuer calculated andstexgid the depreciation of the assets
subject to the Concession Agreement.

Intangible assets

Intangible assets have a small weight in totaltas$ess than 0.5% during the three years
that were reviewed.
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Intangible assets comprise patents, licenses, amfwas well an intangible assets in
progress.

The most important tangible assets are the nafyaal transit license, salary licenses,
transport and dispatch licenses.

Intangible assets in progress mainly include tbenses to Oracle Est Central Europe Ltd,
advisory services provided by Oracle.

Environmental issues

General matters - the applicable legal frame in fiedd of the environmental protection.
General obligations of the Issuer regarding envirantal protection.

The Government Emergency Ordinance no. 195/2004&rdety environmental protection,

as well as a series of other normative deeds, ditayu Government decisions, orders,
decisions and procedures issued by the Ministry Ewfvironment and Durable

Development, form the legal framework concerningimmmental protection.

Based on this legislation, the competent envirortaieauthorities issue the necessary
documents for companies to be able to carry ouNiaes impacting on the environment.
The document that gives the right to companiesit@te and carry out activities that have
a significant impact on the environment is the emunental authorisation.

Environmental authorisations are issued by thel lagancies for environmental protection
for a period of maximum 5 years, the holder havimg obligation to extend the validity
thereof in order to continue its activity. Enviroemal authorisations may include
compliance programs, specifying the actions thahmamies must take to remedy the
effects of past or present pollution activities, veall as the terms to implement these
actions.

Failure to observe the provisions of environmetegislation leads to sanctions which,
depending on the nature and the significance ofvib&tion, can be: (i) payment of
damages covering the costs of land and/or buildimdebilitation and, possibly, also
indemnifications for the non-realised profits, (payment of some fines that can be
applied either to companies or to the personneletifeor to individuals for various
violations of the environmental legislation, (ipenal fines, (iv) confinement for natural
persons and (v) suspension or cancellation of enmental permits and authorisations,
resulting in the suspension of the relevant agtivit

There are no express references regarding thet desponsibility of an investor in a
Romanian entity. According to the Romanian legistat the responsibility as regards
environment pollution is borne by the entity prouhgcthe pollution, and it is not extended
upon the shareholders thereof.

The main obligations of the Issuer, in accordandi whe provisions of Government
Emergency Ordinance no. 195/2005 concerning enwviesttal protection, are as follows:

. to request and to obtain the permits, authorisataord the other deeds, according to
the legal provisions, within the terms set out bg tompetent authority for the
environment protection;

. in case the Issuer is the holder of some activitieg are subject to regulation
procedures, to observe the terms imposed by thepetmmt authority for the
environment protection in carrying out these prares;

. to reduce, to modify or to cease the activitiesegating pollution, on the justified
demand of the authorities for the environment otte;
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. to assist the persons entitled to verify, inspext eontrol, putting at their disposal
all relevant documents;

. to bear the cost for remedy a prejudice and to dgntkee consequences produced
thereby, restoring the state prior the prejudiaedpcing, according to the principle
"the pollutant pays".

Issuer's compliance with the requirements of theyale framework concerning
environmental protection

Environmental authorisation

Pursuant to the Government Emergency Ordinance 1@5/2005 concerning

environmental protection, as amended and suppladeand the Order of the Ministry of
the Environment and Water Management no. 876/2@htearning the approval of the
Procedure for the authorisation of activities hgvia significant impact on the

environment, the Issuer is obliged to obtain envinental authorisation for each location
where activities having a significant impact on ém¥ironment are carried out.

In case a business unit of the Issuer does not oatractivities with significant impact on
the environment, the Issuer can perform its agtibdsed on its own statement as regards
the observance of environmental conditions, suleahitb the competent office of the
Register of Commerce.

A number of activities from the ones registeredthie Issuer's object of activity are
considered activities with significant impact oe #gnvironment, including the main object
of activity (pipeline transport - CAEN code 6030).

Due to the Issuer's object of activity, Transgazglonot need authorisation for gas
emission with greenhouse effect and, at the same, it does not carry out activities set
out at Annex 1 of the Government Emergency Ordieang. 152/2005 regarding the
prevention and integrated control of pollution. Thecessary authorisations are the
standard environmental authorisations issued by rdspective Local agencies for
environmental protection.

For the activities carried out at its 719 businasiss, the Issuer holds 553 environmental
authorisations. For the business units for whichemeironmental authorisations were
obtained, although these are necessary, the Istt@ined the documentation necessary
for obtaining them. For some of them the procediae issuing the environmental
authorisations is delayed due to the lack of owriprdocuments.

Compliance programs

Four of the environmental authorisations held kg ldsuer include compliance programs,
respectively:

() Environmental authorisation no.154/9 September 2fi5carrying out general
mechanic operations at the secondary office SiginssdViures county; the deadline
for implementing the compliance program is tfeqtiarter of 2005

(i)  Environmental authorisation no. 219/13 October 26@6carrying out natural gas
transport through the NTS SNT and natural gas tispat the secondary office -
SRM Balan, Harghita county; the deadline for impdéentmng the compliance
program is 30 of September 2008

(i) Environmental authorisation no. 224/18 October 26@6carrying out natural gas
transport through the NTS and natural gas dispatahe secondary office - SRM
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Vlahita, Harghita county; the deadline for implertieg the compliance program is
30 September 2008

(iv) Environmental authorisation no. 172/22 May 2002 ¢arrying out natural gas
transport in Neamt county; the deadline for implatirey the compliance program is
30 April 2007 (some actions of this program mustdéen before that).

These four compliance programs contain estimatgarding the necessary investments,
the aggregate amount being the equivalent of EUR3D0.

The Issuer is in the process of implementing thasuees imposed by the two compliance
programs with the deadline on 30 September 2008ewals it concerns the compliance
program regarding the environmental authorisation 154/9 September 2005, all the
related measures were implemented.

With respect to the compliance program relatedht® énvironmental authorisation no.
172/22 May 2002, the compliance period of whichied not all imposed actions have
been implemented.

In case of failure to observe the deadlines pralide the compliance program, the

environmental authorisation may be suspended, affgevious notice. The suspension is
maintained until performing the actions of the ctiamxe program, but not more than 6
months. When the conditions mentioned in the nstiaee not fulfilled, the competent

authority for environmental protection orders, aftee expiry of the suspension term, the
cancellation of the environmental authorisation @edse of activity. The decision to

suspend the authorisation and to cease activitiesforceable.

Water management authorisation

According to the Water Law no. 107/1996, in ordercommission or to operate some
works on the waters or connected to waters, worsessly set out by the law, it is
necessary to obtain the authorisation for wateragament.

For the activities carried out at its 719 businessts, the Issuer holds 117 water
management authorisations, out of which 20 expme@0 June 2007 and other three on
31 July 2007. The necessary documentation for remethe expired authorisations was
submitted to the competent authorities. The Issubmitted to the competent authorities
the documentation necessary for renewing the aistit@mns expired on 30 June 2007 and
will prepare the necessary documentation for rengwhe authorisations expired on 31
July 2007.

Management of issues concerning environmental ptiore

Within the Issuer, each branch, regional unit alsgatcher has employees in charge with
environmental issues. Their activity is coordinablgdan environmental coordinator for

the company. Moreover, the Issuer's general manager deputy manager, branch
directors, regional unit directors, as well as @ierhead of departments have significant
responsibilities regarding environmental matters.

The Issuer holds the certificate for the environtmaanagement system issued according
to ISO 14001 standard regarding the transportatliépand international transit of natural
gas, design of electric installations of type Btéwle installations for civil and industrial
constructions, air and underground connection®waeps of 0,4 kV) and type C1 (air and
underground electric lines with tensions of 0,4k¥%and transformation stations) for the
natural gas sector. This certificate was issuedHerissuer on 14 March 2006 and it is
valid until 4 January 2009.
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Impact of environmental factors on natural gas traport network

Air impact: is due to the action of climatic factors leadingpipeline corrosion upon air
contact.

Soil impact:it is divided in 2 action types: continuous actiomas as result pipeline
corrosion depending on the soil pH; and accidemttibn - has as result earth sliding due
to various reasons.

Water impact:as it concerns the water action on the pipelings, types of actions are
noticed: the continuous action — in time leadsdols’ erosion, over ground passages and
exposure of posts and even the pipelines; ande@ilaction - in case of floods and high
floods.

In case of phreatic waters, these act on the rajasatransport network when the phreatic
waters level is high, affecting the floatabilityetieof or in case of swamps leading to
pipeline corrosion.

Impact of natural gas transport network on the enghment

Impact on the soil

The main reasons of the potential impact on thé @obn the phreatic waters are of
operational nature, having an obvious accidentatatier. These are as follows:

* Repairs and replacement of underground pipelin@sstallation of such pipelines.

* Leaks of contaminated liquids, disposal of bad essgas emissions resulting
from deteriorated underground pipelines.

Impact on phreatic waters

Impact on phreatic waters is caused by emissiona eessult mainly from normal and
accidental leaks from the transport network ang ttwuld be assessed by the difference
between the quantity of gas entered into Transgazsport system and the respective
guantity at the exit point.

Depending on the calculated losses, the contributidoe paid to the Environmental Fund
is calculated.

System losses are recognised by the Issuer notasrdyn environmental problem, but also
as an operation problem.

A pipeline replacement process is currently caraatiand it could lead to the significant
reduction of the losses in the network.
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List of Issuer’s main activities having a significat impact on the environment

Activity

Environmental issue

Impact

Transport of natural has through SNT

Gas measurement

Accidental emissions of pit gas from leaking keyboard

Air pollution

Transport of gas through pipeline

Accidental emissions of pit gas from leaking pipes

Air,water and potential soil polluti

=]

Accidental discharge of liquids from the vessels used for
storing the contents of the skimmers

Potential soil pollution

Discharge of liquids from the skimmers directly on the
ground and in water

Potential soil, water pollution

Interior pipeline protection (go-deviling)

Accidental discharge of liquid wastes

Potential soil pollution

Emissions of pit gas in the air

Atmosphere pollution

Gas compression

Noise generation from the operation of the compressor

Phonic pollution

Noise generation from the operation of the electric generator

Phonic pollution

Accidental emissions of gas from leaking keyboard

Air pollution

Emissions of pit gas in case of breakdown

Air pollution

Adjustment measurement

Accidental discharge of liquids from the vessels used for
storing the contents of the skimmers

Potential soil pollution

Emission of odorant vapors, inlet through pressure

exhaustion Air pollution
Emission of odorant vapors, inlet through free casting Air pollution
Emission of pit gas and odorant vapors upon depressurizing

Of the odorizer in order to fill it Air pollution
Emission of odorant vapors upon package handling Air pollution

Accidental discharge of odorant

Air, soil pollution

Noise generation from SRMs situated in the city and in
inhabited areas

Phonic pollution

Road Transport

Materials and passengers transport

Accidental discharge during transportation of the products
resulted from go-deviling and skimming

Potential soil, water pollution

Emissions of toxic and inflammable vapors of odorant agent
during transportation

Potential soil, air, water pollution
Intoxication risk

Accidental discharge during transportation of the oil for
cars, compressors, machinery

Potential soil, water pollution

Accidental discharge during transportation of the used oil

Potential soil, water pollution

Accidental discharge of fuel during transportation

Potential soil, water pollution

Accidental discharge of oxygen tubes during transportation

Potential explosion risk

Road events during transportation of passengers with the
company’s cars

Corporal injury risk

Road events resulted into the destruction of the transport

Potential soil, air, water pollution
Fire risk

Discharge of the cleaning agents for parts

Potential soil, water pollution

Car maintenance

Qil discharge

Potential soil, water pollution

Inadequate storage of used oil

Potential soil, pollution

Inadequate storage of fuels

Potential soil, air, water pollution
Fire risk

Storage

Inadequate storage of packaging contaminated with
odorant

Potential soil, air, water pollution

Fire risk

Source: Transgaz, Managerial Reports
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XIIl. ADDITIONAL INFORMATION

Information provided by third parties, statementéexperts and statements of interests

For the elaboration of Chapter VIII "Description dhe Issuer’'s Activity” the
Intermediary’s team benefited from the extendedeerpce in natural gas field of mr.
Neculai Pavlovschi, as outside technical advisar. Weculai Pavlovschi is member in the
Board of Directors of SNGN Romgaz, company with ethiTransgaz carries out
commercial transactions (contract for gas salefmase for technological consumption,
contract for provision of natural gas transporvees for Romgaz). At the same time, Mr.
Neculai Pavlovschi is first degree relative of Mitad Pavlovschi, Manager of Transgaz
Research, Engineering and Regulations Department.

The issuer states that the information includethéprospectus coming from a third party
were reproduced accurately and that, accordintstkrniowledge and to the extent it may
confirm considering the data published by the respe third party, no facts that may
make the information incorrect or misleading wenatted.

Documents made available to the publicThe Issuetes that during the entire validity
period of the Offering, the following documents areade available to the investors:

» Offering Prospectus

* The Prospectus’ annexes (including the Issuer'gldg of Association IFRS
compliant financial statements for the three yeaided 31 December 2006, the
condensed interim financial statements for thereths ended 30 June 2007,
together with the auditors’ reports)

The documents mentioned above may be read, indogay] at any of the headquarters of
the distribution group specified at section XV.2isBibution Network” or in soft copy by
accessing the Manager’s sitgyw.rciro.roor the web sites of Distribution Groups’
members\Www.rzb.roandwww.intercapital.r

Considering that Resial S.A. is currently undergdime bankruptcy procedure, the Issuer
did not consider necessary to include Resial’'s 8nancial statements in the Prospectus.
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XIV. GENERAL INFORMATION ON THE ISSUE

Responsible persons

The Manager

RAIFFEISEN CAPITAL & INVESTMENT S.A., a financialnvestment services company

authorized by the NSC according to the authorigatio. 1990 of 30.06.2005, with headquarters
in Romania, Bucharest, 15 Charles de Gaulle Squéitd|oor, sector 1, zip code 011857,

registered at the Register of Commerce Office unmerJ40/6102/1998, having the unique
registration code no. 10715860, represented by [Mmala lonescu, President — General
Manager, as Manager for the Offering.

RAIFFEISEN CAPITAL & INVESTMENT S.A states that, taf considering all reasonable
measures, the information included in the Prosgedauacording to its knowledge, is true and
does not contain omissions that might significamtfjluence its content.

The Issuer

Societatea N@onak de Transport Gaze Naturale Transgaz S.A., regitat the Register of
Commerce under no. J32/301/2000, fiscal regismatmde RO 13068733, with headquarters at
Medias, Sibiu county, Pi@m C. |I. Motg no. 1, represented by Mr. loan Rusu, as General
Manager.

Societatea N@nak de Transport Gaze Naturale Transgaz S.A statésaftar considering all
reasonable measures , the information includekarProspectus, according to its knowledge, is
true and does not contain omissions that mightfsigmtly influence its content.

The legal advisor of the Manager

The law firm Nestor Nestor Diculescu Kingston Pséer, authorized by Bucharest Bar through
decision no. 228/1995, with headquarters in Romadugharest, Bucusé - Ploiesti Street, no.
1A, A Entrance, % floor, district 1, postal code 013681, having wsigregistration code.
R8046151, represented by Cristina Filip, as partner

Nestor Nestor Diculescu Kingston Petersen, as ladaisor of the Manager, states that, after
considering all the reasonable measures, the lejatmation included in the Prospectus,
excepting the further mentioned aspect, are, acuprtb its knowledge, true and does not
contain omissions that might significantly influenits content.

The above statement does not concern the finamsatument named Allotment Right as
NNDKP did not offered advisory services related to

The legal responsibility for the information pretshin the Prospectus in connection with the
Allotment Rights is of Bostina si Asociatii law ffir, authorized by the Bucharest Bar through
decision no. 1861/2000, with headquarters in RoejaBiicuresti, Silvestru Street, no.13% 2
district, postal code 0011823, having unique regisin code R8078374, represented by Narcisa
Oprea, as associate, which states that after camsidall the reasonable measures, the legal
information included in the Prospectus relatedhe Allotment Rights, are, according to its
knowledge, true and does not contain omissionsitingitt significantly influence its content.

The technical advisor
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Romanian American Enterprise Fund, with headqusuriterl209 Orange Street, Wilmington,
New Castle, Delaware, S.U.A. and having office®4% Fifth Avenue, Suite 300, New York,
NY, S.U.A,, represented by Horia Manda..

The Romanian American Enterprise Fund, as techaidailsor, states that, after considering all
reasonable measures, the information includedarPitospectus, according to its knowledge, is
true and does not contain omissions that mightfsigmtly influence its content.

The financial advisor

BDO CONTI AUDIT S.R.L., with headquarters in Bucstie Calea Serban Voda no. 90-92,
district 4, registred at the Trade Registered @ffilmder no. J 40 / 22485 /1994, unique
registration number RO 6546223, represented byh&imian.

BDO Conti Audit SRL, as financial advisor, statdwt{ after considering all reasonable
measures, the information included in the Prosgedauacording to its knowledge, is true and
does not contain omissions that might significamtfjluence its content.

Interests of individuals and entities participating the issue/offering

Raiffeisen Capital & Investment, as Manager, stdled it has no important interest for the
Offering, except for the interests deriving frone tmooth execution of the contract for financial
investment services concluded with the Issuer.

Nestor Nestor Diculescu Kingston Petersen law fiag,legal advisor, states that it has no
important interest for the Offering, apart for tihéerests deriving from a good execution of the
contract for legal advisory services concluded whih Manager.

Bostina si Asociatii law firm, as legal advisoratsis that it has no important interest for the
Offering, apart for the interests deriving froma@od execution of the contract for legal advisory
services concluded with the Manager.

BDO Conti Audit S.R.L., as financial advisor, stathat it has no important interest for the
Offering, apart for the interests deriving from aod execution of the contract for financial
advisory services concluded with the Manager

Romanian American Enterprise Fund, as technicakadvstates that it has no important interest
for the Offering, apart for the interests derivigm a good execution of the contract for
technical assistance concluded with the Manager.

Information regarding the Shares to be offered /radtted to trading

All the Issuer’s shares, namely both the Existihgr®s and the newly Offered Shares, are of the
same class, namely ordinary shares. Therefor¢halshares have the same characteristics and
are nominative, indivisible, issued in dematerediform and grant their holders equal rights.

According to the provisions of the Articles of Asgion, the registration of shares and
securities issued by Transgaz is kept by the CleBtepository according to the regulations
issued by the National Securities Commission. Thatfal Depository allocated for the shares
the ISIN Code: ROTGNTACNORS and the CFl Code: ESRUF

The shares were issued when the Issuer was forolkxving the reorganisation of SNGN
Romgaz by split according to the Government Denig84/2000 and Companies Law and, to
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the extent that, subsequent to the Offering, theré&hwill be accepted for trading, capital market
regulations will also apply.

The currency of the issue is RON.

All the Issuer’s shares have equal value and dghramt holders equal rights. To the extent that,
subsequent to the Offering, the Shares will be @eckto trading on the BSE, the following legal
provisions in brief will add to the rights attachtedhe Shares:

a) the right to participate at the General Meetingseatly or by representation, based on
special power of attorney;

b) the right to vote within the General Meetings;
c) theright to elect and to be elected in the managestructures of the Issuer;
d) the right to dividends;

e) the preference right, right relating to a shareitahjncrease, grating the shareholder the
opportunity to subscribe newly issued shares bebtiner subscribers, protecting him/her
from the risk of dilution of the share capital qaudield prior the increase;

f)  the right to be assigned free shares, in case afesbapital increases out of internal
resources;

g) the right to information, right with a complex cent pursuant to which the shareholders
can ask, among others, information concerningstieeholders structure, the register of
decisions and meetings of the General SharehoMegdings and the Board of Directors
which has competences assigned by the General Meets well as the yearly financial
statements, the annual report of the Board of Borec the proposal regarding dividend
distribution and the documents relating to the actisj included on the agenda of General
Shareholders Meetings and may ask questions, tmgirio the Board of Directors;

h) the right to the due part resulting from the Issueinding up;

i)  the right to question in court the decisions of &ah Meetings or Board of Directors,
made according to the powers assigned to it;

)] the right to withdraw from the company, in strictlgtermined circumstances;

k) the right to decide the conclusion of legal deesldrig a significant value in relation with
the Issuer’s assets;

[)  the right to inform the internal auditors about thets they think that should be checked;

m) the right to propose the initiation of an action responsibility against the founders,
administrators, directors and financial auditons damages caused by them violating the
duties towards the Issuer.

Moreover, certain rights can only be exercisedhgyghareholders holding a certain quota of the
share capital:

a) the right to ask the calling of the General Meetinghts recognised to shareholders
representing, individually or together, at least &the share capital,

b) the right to ask new subjects to be added to tlendey of the General Meeting, right
recognised to shareholders representing, indivigual together, at least 5% of the share
capital;
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c) the right to ask the appointment of some expertsrier to analyse certain management
operations, right recognised to one or severaleslwdders representing, individually or
together, at least 10% of the share capital;

d) the right to initiate in their name but on the ksssiaccount an action against the founders,
administrators, directors and financial auditorsghtr recognised to shareholders
representing, individually or together, at least &the share capital,

e) the right to request the auditors to check thesf#oty communicated, right recognised to
shareholders representing, individually or togetheteast 5% of the share capital;

f)  the right of a significant shareholder to ask thalimy of the general meeting of
shareholders for the election of directors, usheggdumulative vote method.

According to Companies Law, the shareholders mustrogse their rights in good faith,
observing the legal rights and interests of thedssind the other shareholders.

Right to dividends

According to Companies law, the ordinary genera¢ting, among others, has the obligation to
discuss and approve the yearly financial statemeatsely to decide the value of the dividends.
The ordinary general meeting will gather within nmaxm 5 months from the end of the

financial period. In case profit is registered, General Meeting will decide upon the possibility
to distribute it as dividends.

The share capital will be restored or reduced leefioaking any profit distribution, in case losses
of the net asset are registered.

Dividends will be paid to the shareholders pro raith their participation quota to the Issuer’s
paid up share capital.

According to Capital Market Law, applicable aftéretShares are accepted to trading, the
identification of shareholders to receive dividendi be decided by the general shareholders
meeting and will occur within minimum 10 days aftiee respective general meeting.

In accordance to the provisions of the article ttetef) of the Government Ordinance no.
64/2001 regarding profit distribution within nateincompanies and companies fully or mainly
held by the state, as well as autonomous compaoawssidering the issuer’s status, the law
requests the distribution as dividends of at |1€2@% of the profit determined under the
conditions provided by this law.

According to Companies Law, the date on which dividls are paid is the date set out by the
ordinary General Meeting determining the dividemavided that such dividends are paid to the
shareholders no later than 6 months from the date/tdch the yearly financial statements for

the financial year then ended are approved.

The decision of the general meeting regarding @i will be submitted to the Register of
Commerce Office within 15 days in order to be reggisd and published in Romania’s Official
Gazette, Part IV.

In case the General Meeting fails to set out a femthe payment, the dividends shall be paid in
maximum 60 days from the publishing date of the €és@hMeeting of Shareholders resolution
setting out the dividends, in the Official GazatteRomania, Part IV, after this date the Issuer
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being in delay. The resolution is enforceable titliased on which the shareholders can start the
enforcement procedure against the Issuer, accotditige law.

In case dividends are not paid within this deadlthe Issuer will pay damages-interests for the
delay period, at the legal interest rate, unlessdtrision of the General Meeting approving the
financial statements for the ended financial yestains a higher interest rate.

Dividends paid against legal provisions are retdriighe Issuer proves that shareholders knew
the default or, considering the circumstances, #muld have known it.

The right to action for returning dividends paidagt the legal provisions is prescribed within 3
years from the date of payment thereof.

Also, the right to ask the dividends payment isspridbed within 3 years from the date set out by
the general meeting for the payment thereof.

The dividends due after the date of share trafedemg to the assignee, unless the parties agree
otherwise.

According to NBR Regulation no. 4/2005 republishibe, repatriation of net income in the form
of dividends obtained from capital operations byn#nesidents may be carried out without
restrictions.

The Romanian law does not regulate shares with @tiwe dividend.

Right to vote
Each share issued by the Issuer grants the hdilderght to a vote in the General Meeting.

In case the shares are entailed by a right to wstjfthe right to vote granted by these shares
belongs to the usufructuary in ordinary General fitgs and to the bare owner in extraordinary
General Meetings.

In case of pledged shares, the right of vote beldaghe owner.

Shareholders may participate and cast votes iGt#meral Meeting by representatives, based on
a special power of attorney given for the respecteeting. According to art. 13 of the Articles
of Association, after Transgaz shares are accefdedrading on a regulated market, the
representation of other shareholders than the 8tatee general shareholders meeting may be
carried out by other people than the shareholdssept for Transgaz directors, managers and
employees, based on special power of attorney ditgpto NSC regulations.

Shareholders that cannot exercise their rightsyelsas legal persons, may be represented by
their legal representatives who, at their turn, mnt power of attorney to other persons for the
respective General Meeting.

The method of obtaining the special power of attgrform for the representation at General
Meetings will be mentioned in the convening notafethe General Meeting. The powers of
attorney will be made available to shareholdershenlssuer’s website or at its headquarters and
other locations decided by the Issuer and mentiaméaie convening notice.

Powers of attorney will be submitted in originakia¢ Issuer's headquarters, 48 hours before the
meeting, under the sanction to lose the votingtngthin the meeting. These will be kept by the
Issuer and mentioned in the minutes. AccordindnéoArticles of Association, the special power
of attorney is valid only for the general meetiog Which it was issued and will have the content
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mentioned by the law. Similar provisions are inelddn the Capital Market Law, applicable to
the issuer after the shares are admitted to trading votes mentioned in the power of attorney
may be cast only in the manner desired by the bbéder.

The members of the Board of Directors, managesffarers of the Issuer cannot represent the
shareholders, such a decision being void unledsowittheir vote the requested majority would
be not obtained.

Also, the shareholders having the capacity of membé the Board of Directors cannot cast
votes, based on the shares they hold, personally proxy, regarding their discharge of liability
or a matter related to them or their managemeiit, they may cast votes in connection to the
yearly financial statements if the majority reqeesby the law or the Articles of Association
cannot be achieved without their vote.

The shareholder who, within a certain operatiors, leither personally or as attorney of another
person, an interest contrary to that of the Issmeist refrain from the deliberations regarding the
respective operation. The shareholder violating pimovision is liable for the damages caused by
the Issuer unless without his vote the requestgdrityawould have been obtained.

The shareholders cannot assign their own righiote,vany agreement regarding the exercise of
the right to vote in accordance with the instrutsigiven or the proposals of the Issuer or of the
persons with representation competence is null.

Preference right in case of a share capital increas

According to Companies Law, the share capital maynioreased by issuing new shares or by
increasing the nominal value of the existing shabgsnew contributions in cash and/or in kind
from the shareholders. Also, new shares can bedsfom the available reserves, except the
legal reserves, as well as out of benefits or iggeeiums, or by compensating certain liquid
payables claimable from the Issuer against itsesharhe share capital cannot be increased and
new shares cannot be issued until the subscribaestirom a previous issue have been fully
paid.

According to the legislation regarding the capitalrket, applicable after the Shares are admitted
to trading, the share capital increase by contiobstin cash is made by issuing new shares,
offered for subscription:

. to the holders of preference rights, belonging e texisting shareholders on the
registration date who have not alienated them withe trading period, if the case may be,
or acquired within the trading period thereof;

. to the investing public, when new shares have besnentirely subscribed during the
period of exercising of the preference right, uslése Issuer decides to cancel the same
within the extraordinary General Meeting.

The shares issued in order to increase the shpialoaill be offered for subscription first to the
existing shareholders, pro rata to the number afeshheld.

The existing shareholders, following the exercitéhe preference right, will benefit, within the
term decided by the extraordinary General Meetiram the priority to subscribe newly issued
shares before potential investors.
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According to capital market legislation, applicaldéer the Issuer's shares are admitted to
trading, the number of preference rights to berithisted to the existing shareholders will be
equal to the number of registered shares in theet&sregister on the registration date.

Preference rights are granted to all the sharelwldsgistered in the Issuer’s register on the
registration date, irrespective of their participatin the extraordinary general meeting or the
vote cast in connection to the share capital irsgea

According to Companies Law, the period for exergsihe preference rights cannot be less than
one month from the date on which the decision wasighed in Romania’s Official Gazette,
Part IV.

After the expiry of the period during which the g shareholders could have exercised their
preference right, the shares can be offered tpubéc for subscription.

The share capital increase performed by violating provisions of the Companies Law
regarding the exercise of the preference righaigellable.

The preference right of the shareholders can oalijmited or suspended by the decision of the
General Meeting.

The Board of Directors will submit to the extraaraiily General Meeting a written report setting
out the reasons for limiting or suspending the gnegice right, also including the manner of
determining the issue value of the shares.

According to the provisions of the Capital Marketvl, the extraordinary General Meeting may
decide to suspend the preference right the lawtgrenshareholders in case of share capital
increase by contribution in cash. This decisior td validly passed if minimum three quarters
of the total share capital holders participatehat General Meeting and based on the vote of
shareholders holding at least 75% of total votilgipts. Similar provisions are included in the
Articles of Association.

According to the provisions of Companies Law, shalders’ preference right may be
suspended or limited only based on the decisioth@fextraordinary General Meeting made in
the presence of three quarters of the subscribae stapital, based on the majority of the votes
cast by the shareholders present. In the absenoe@ restrictive terms according to Capital
market law regarding the cancellation of the pegfiee right in case of share capital increases by
contribution in kind, the provisions of CompaniesaLwill apply.

According to the provisions of the Articles of Assation, the decision of the general meeting
or, as the case may be, the decision of the bddbirectors regarding the share capital increase
will expressly include:

. number of preference rights necessary to acquieaashare;

. subscription price for new shares based on theemete rights and the period during
which the subscription will take place;

. price at which the new shares are offered followthg subscription based on the
preference rights, as the case may be.

. any other compulsory information according to .l

According to capital market legislation, applicabliéer the Shares are accepted to trading, the
sale price to the public of the shares remainedhstwibed within the period of exercising the
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preference right is higher than the share subsonigtrice paid by the holders of preference
rights.

The number of shares to be issued in case of e slapital increases by contribution in cash
performed with the cancellation of the preferenghtris determined by the Issuer's Board of
Directors and is equal to the ratio between thardmrted value, set out in compliance with the
related provisions and the highest of the followwadues:

. average weighted trading price corresponding tdake12 months preceding the date of
the extraordinary general meeting;

. value per share calculated based on the net beslset as per the Issuer’s last financial
statements published and audited;

. nominal value of the share.

Besides the above, see Chapter 1X.2 Section - Step#al, as it concerns special preference
rights in case of the share capital increase by#hae of certain land for which the Issuer holds
or will hold ownership certificates.

After the shares are accepted to trading, in chseektraordinary general meeting makes the
decision for trading the preference rights, thedebe traded on the BSE - rights category, in
compliance with the specific regulations of thepexgive market.

Right to participate at share capital increases aitinternal resources

The extraordinary general meeting may decide twikige the net profit for free shares top the
existing shareholders. The distribution of freergbawill be made pro rata with the number of
shares held. This right to free shares occurs ge acd share capital increases out of internal
sources.

Right upon the part due following the Issuer’s wimdy up

This right may be used by shareholders in casdstheer ceases to exist, having the right to
receive the due part following to the winding up.

After the winding up is completed, the liquidatprepare the final financial statement, showing
the due part of the issuer’s assets for each shecempanied by the auditors’ report. The yearly
financial statement signed by the liquidators v submitted to the Register of Commerce
Office and will be published in Romania’s Offici@hzette, Part IV.

Any shareholder can oppose within 30 days frompiliglication in Romania’s Official Gazette,
Part IV. The opposition will be submitted to thegi&er of Commerce Office that, within 3 days
from submission, will register it and submit itthee competent court.

The directors will transmit to the liquidators goet regarding the administration, for the time
elapsed from the last approved financial statemamtisthe liquidation was initiated.

In case one or several directors are appointeddigors, the report regarding the administration
will be submitted to the Register of Commerce QGffiand will be published in Romania’s
Official Gazette, Part IV, together with the finginding up balance sheet.

Any shareholder may oppose within 15 days frompthigication.
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In case this term expires without opposition, tiharicial statements are deemed approved by all
shareholders, and the liquidators are free, subpeitte distribution of the Issuer’s assets.

The amounts due to shareholders, not received rwitho months from the publication of
financial statements, will be deposited to a ban&ree of the units thereof, mentioning the name
and first name of the shareholder.

Share repurchase

Companies Law provides the interdiction for a conypto subscribe its own shares, but offers
the possibility to acquire own shares in certarauwnstances.

If a company’s shares are subscribed by a perstimgaa his/her own name, but on behalf of
the Issuer, it is deemed that the subscriber sidestrthe shares for himself/herself, being
obliged to pay the value thereof.

In case of a share capital increase, the membetedBoard of Directors are obliged to pay the
value of the subscribed shares violating the ppiesiabove.

A company is allowed to acquire its own sharedyegidirectly, either by a person acting in
his/her own name, but on the company’s behalfommiance with the following terms:

. the extraordinary General Meeting decides to pwelmavn shares;

. the nominal value of own shares, including thoseaaly in its portfolio, cannot exceed
10% of the subscribed share capital;

. the transaction only refers to fully free shares;

. the payment of the shares thus acquired will bdex@nly out of the distributable profit
and the Issuer’s available reserves, entered itagte@pproved financial statements, except
for the legal reserves.

In case own shares are acquired in order to behiittd to the Issuer employees, the shares
must be distributed within 12 months from the astjigin date.

In case the shareholders exercise their right tindsaw from the company and to ask the
purchase of their shares by the latter, accordindpé law, the restrictions above do not apply,
except for the condition that the payment of then®hares acquired by the Issuer be made only
out of the distributable profit and available ress; except for the legal reserves entered in the
last approved financial statements.

In case the General Meeting passes a decision raitlyppthe purchase of own shares, the
decision of the extraordinary General Meeting wék the conditions for acquiring the shares,
including:

. the maximum number of shares to be acquired;

. the period for which the authorisation is grantetlich could not exceed 18 months from
the date on which the decision is published in Raaia Official Gazette, Part IV,

. their minimum and maximum value (in case of acgginvith certain obligations).

The above mentioned restrictions will not applyha following cases:

() shares acquired as a result of decision of thergkmeeting to decrease the share capital;
(i) shares acquired as a result of a universal trgnsfer

Transgaz —Final Prospectus 20¢



S.N.T.G.N. Transgaz S.A. Initial Public Offering

(i) shares fully free, acquired following a court ordsuring a foreclosure procedure against a
shareholder, debtor of the Issuer;

(iv) shares fully free, obtained free of charge.

Own shares acquired violating the legal provisionshe cases where the legal restrictions do
not apply must be alienated within 1 year from asitjon.

In case the nominal value of own shares acquirethéyssuer in the above mentioned cases at
letters (i), (iii) and (iv), either directly, eilt by a person acting in his/her own name, buten t
Issuer’s behalf, including the nominal value of osirares already in its portfolio, exceeds 10%
of the subscribed share capital, the shares exugelis percentage will be alienated within 3
years from the acquisition.

If the shares are not alienated within the abovetimeed periods, they must be cancelled, the
Issuer being obliged to reduce its share capi@draingly.

Own shares acquired by the Issuer do not giveigiiet o dividends during the period in which
they are held by the latter, and the right to \grEnted by such shares will be suspended during
the period in which the Issuer holds such shares.

Companies Law assimilates the acquisition of owaresh with the constitution of a pledge over
own shares, directly or indirectly, through persawing in their own name, but on the
company’s behalf.

In case the shares are included in the assetsedbalance sheet, the liabilities will contain a
reserve with the same value that cannot be dis&tibu

The report of the Board of Directors accompanyimg yearly financial statements will include
the following, among others:

. reasons of purchases performed during the finageg,

. number thereof and nominal value of the sharesigatjand sold during the financial year
and the share capital quota these account for;

. value of acquired shares (in case of acquiring w&ttiain obligations)

. number and the nominal value of all acquired sharesheld by the Issuer and the share
capital quota these account for.

At present, the Issuer doe not hold own shares.

After the Issuer's shares are accepted to tradimg,repurchase procedure of the shares will
observe the provisions of the Regulation (CE) 127.322003 of the Commission of 22 December
2003 for setting out the application norms of Dinse 2003/6/CE of the European Parliament
and the Council regarding the derogations providedhe repurchase programs and stabilisation
of securities.

According to this regulation, in order to benefarh the derogation provided at the article 8 of
Directive 2003/6/CE of the European Parliament #red Council, a repurchase program must
observe the provisions of the regulation, amongcivithose having as sole objective the capital
decrease (as value or number of shares) or thel@omoe with the obligations regarding:

. debentures convertible in ownership deeds;
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. programs of share options or other shares distoibsito the employees of the Issuer or an
associate company.

In case the Issuer carries out operations withieparchase programme, it cannot acquire shares
at a price higher than the highest of the pric¢heflast independent transaction or the highest
independent quotation on the regulated market anhnthe respective acquisition takes place.

The Issuer cannot purchase more than 25% of theageedaily quantity of shares that are
transacted on the regulated market on which theisitign takes place, except for the case in
which market liquidity is extremely low, providelt:

. it informs NSC in advance about its intention taeed the ceiling;
. it informs the public accordingly regarding thissgbility to exceed the ceiling;
. it doesn’t exceed 50% of the average daily volume.

In order to benefit from the derogation providecut 8 of Directive 2003/6/CE of the European
Parliament and Council, during its participation gorepurchase program, the Issuer cannot
perform the following operations:

. sale of own shares during the program;
. trading during the "closed period™;

. operations with securities for which the Issueridies to postpone the publication of
privileged information, in accordance with arti@lgar. (2) of Directive 2003/6/CE of the
European Parliament and Council.

The above mentioned interdiction does not apply:
. in case the Issuer initiated a repurchase progsadon an exact program;

. in case the coordinator of the subscription syrdiéa a investment company or credit
institution that makes decisions regarding the slatewhich to acquire the Issuer’s shares
independently thereof and without being influentiezteby.

The Issuer states that there are no securitiesectiole to shares, except for the Allotment
Rights issued in accordance with Shareholders GeMgeting’'s Decesion no. 11/17.10.2007,
completed by Decesion no. 14/2007 according to N®&C note no. 53/31.10.2007, no
agreements concluded regarding transferable sesyribgether with subscription rights and
there are no acquisition rights or obligations rdgay authorised but not paid in capital that are
registered except for (i) the obligation to inceedlse share capital by the value of 14 plots of
land for which ownership certificates were issued that were not included in the Issuer’s share
capital (please consider also the Chapter IX.2ti@eShare capital); and (ii) the obligation of
the ministry of Economy and Finance to grant shacegntitles persons out of the Issuer”
available share capital as repair measure accotdiigw no. 10/2001, purpose for which, in
2004, the Ministry of Economy and Commerce (culyeMinistry of Economy and Finance)
published an offer for privatisation through regtan, including a quota of 5% of Transgaz
share capital.

Right to elect and to be elected within managemieodies

With regard to the election of a shareholder in B®ard of Directors, Companies Law
recognises the right of a shareholder holding @attla quarter of the share capital, or is director
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of a company holding the mentioned quarter, to taKee in more than five boards and/or

supervision councils simultaneously, while for atpersons, according to Companies Law, the
right to exercise at most 5 mandates of directgoint-stock companies with headquarters in
Romania is recognised.

With regard to the election of the members of tlrad of Directors, the Articles of Association
provide the possibility to elect members based lw ¢dumulative voting method, in case a
significant shareholder of the Issuer requests it.

According to Capital Market Law, applicable afteetissuer’'s shares are admitted to trading, the
members of the Board of Directors may be electéuke cumulative voting method, but they
are compulsorily elected using this method uporrélggiest of a significant shareholder.

According to capital market legislation, using thenulative vote method, each shareholder has
the right to cast the cumulated votes (votes obthifollowing the multiplication of the votes
held by any shareholder, according to the partimpato the share capital, by the number of
directors that are to form the Board) to one osdweral persons to be elected in the Board of
Directors.

A significant shareholder may request maximum ancefinancial year the calling of a General
Meeting having on the agenda the election of dimsctising the cumulative vote method.

The shareholders may make written proposals adettetesthe directors, in order to apply the
cumulative vote method, at least 10 days beforadttie of the General Meeting having on the
agenda directors’ election or revocation. The aapion of this method is subject to the vote
within the general meeting only in case the regigestade by shareholders holding insignificant
stakes.

Right to information

Pursuant to this right, shareholders may askn{grmation regarding shareholding structure, to
see the registers of debates and general meetmagbaard of directors meetings exercising the
duties assigned by the general meeting, (ii) caimguhnd eventually provision of copies of the
yearly financial statements, annual report of tliaf@ of Directors, proposal regarding dividend
distribution, (iii) to consult the papers and doamnts relating to the subjects included in the
agenda of general shareholders meetings, (iv) nmtion regarding the results of the vote for
decisions passed in the General Meeting, (v) toasekask copies of the auditors report to be
presented at the General Meeting.

. Shareholders’ right to ask to see the registerdeifates and sessions of General Meetings
and Board of Directors exercising the duties ass@jhy the General Meeting

Companies Law expressly contains the directors’igabbn to make available to
shareholders, upon their demand, information raggrehareholding structure, as well as
the register of sessions and debates of Generatingse At the same time, as the law
allows the General Meeting to delegate a partofliities to the Board of Directors, the
things above will also refer to the register ofssess and debates of the Board of Directors
exercising the duties assigned by the General kigeti

Also, shareholders have the right to ask and tainpton their expense, certificates
comprising information regarding shareholding dinoe.
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*  Shareholders’ right to consult the annual financeatements, the annual report of the
Board of Directors, the proposal of dividend dilstriion

The right to ask to see and, upon demand, to oltapies of the yearly financial
statements, the annual report of the Board of Bors¢ the proposal regarding dividend
distribution is recognised by the law. These doausi@re made available to shareholders
at the Issuer’s headquarters starting with the dfatike General Meeting.

»  Shareholders right to request to consul the papmerd documents related to the subjects
included in the agenda of General Meetings

The shareholders, among others, also have thetaogtdrticipate at General Shareholders
Meetings and to have access to sufficient inforamategarding the subjects to be debated
by the General Meeting.

In order to grant the shareholders the possibitityexercise this right, according to the
provisions of the Articles of Association, the Iessmakes available to them, at least 5 days
before the date of the General Meeting, all documtmbe discussed and approved by the
General Meeting, as well as the powers of attoraey the papers containing the
information for each point entered on the agend&. Shareholders can obtain, on demand,
copies of such papers and documents.

Similar provisions in connection to the first gaihg of the general meeting are included
in the Capital Market Law applicable to the Issatter its shares are accepted to trading.
Shareholders may access the documents and informati accessing the Issuer’s web site
or at its headquarters

* Shareholders’ right to be informed regarding theuks of the vote for the decisions made
at the General Meeting

On demand, each shareholder will be informed raggrthe results of the vote for the
decisions made at General Meetings. The resultseofote will also be published on the
Issuer’s website within maximum 15 days from theed# the General Meeting.

. Shareholders’ right to consult the auditor’s repgotepared for the General Meeting, in a
strictly determined time period

The right to consult the auditor’'s report is menéd in the Companies Law and may be
exercised by the shareholders within 15 days pinedate of the General Meeting.

The auditor’s report must be submitted at the issueadquarters and branches 15 days
before the General Meeting. Copies may be delivapssh request.
* Right to address questions, in writing, to the Rbaf Directors

Any shareholder has the right to address to therdBaéd Directors written questions
regarding the Issuer’s activity, before the dat¢hef General Meeting. The answers will be
given at the General Meeting.
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* Right to inform the internal auditors about somedie considered necessary to be verified

Any shareholder has the right to inform the intémaditors about deeds that he/she thinks
that should be verified. The auditors will considech deeds when preparing their report
for the Board of Directors.

Right to bring to court the decisions of General Eliings or of the Board of Directors made
according to the tasks assigned

Any shareholder that did not participate at the €&ahMeeting or that cast his/her vote against
and asked this to be included in the minutes ofriketing has the possibility to bring to court its
decision contrary to the law or the Articles of 8stion, within 15 days from the publication in
Romania’s Official Gazette, Part IV.

In case reasons of absolute nullity are invokeelrigiht to action cannot be prescribed.

Once the action in cancellation is initiated, thargholder can request the president of the court
to suspend the decision in question. If the predidgrees the suspension, he/she may force it to
pay bail.

The suspension ordinance can be attacked by app#ah 5 days from its issue.

The definitive annulment decision must be mentiomedthe Register of Commerce and
published in Romania’s Official Gazette, Part IV.

Right to withdraw from the company, in strictly d&imined cases

Issuer’s shareholders, who do not agree with tleesibms of the General Meeting, have the right
to withdraw from the company in certain conditi@et out according to the law.

Companies Law and the Articles of Association palevihe right of shareholders to withdraw
from the company and to request their shares taobght when they disagree with the decisions
made regarding: (i) change of the main object dilvétg; (ii) relocation abroad of the registered
office; (iii) change of the company’s legal form)(merger or split.

The capital market legislation, applicable to thguker after the shares are admitted to trading on
a regulated market, provides the right of the dialceers to withdraw from the company in case
they do not agree with the decisions made by timemgé meetings regarding mergers or splits
and that trigger the allocation of shares thatrereadmitted to trading on a regulated market,
having the right to obtain the value of the shaetermined according to the legal provisions.

Following a public offering for purchase addressedll holders and for all their holdings, a
minority shareholder has the right to request tfierar holding more than 95% of the share
capital to buy its shares at a fair price.

Right to decide the conclusion of legal documenesving significant value

According to the provisions of Companies Law, theaRl of Director may conclude legal

documents in the name and on behalf of the Isfyewhich to acquire goods or to sell, lease,
change or pledge goods in its patrimony the vafughach exceeds half of the book value of its
assets as of the date of the conclusion of thd Bgeauments, only upon the approval of the
extraordinary General Meeting.
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Subsequent to the admission to trading of Issigtrgges, according to the provisions of Capital
Market Law, the prior approval of the extraordina®gneral Meeting is necessary for the
Issuer’s directors or managers to conclude legalish@nts with significant value in comparison
to the Issuer’s assets, as follows:

in case the value of the documents for acquirietling, exchanging or pledging assets of
the issuer’s non-current assets the value of whiateeds, individually or cumulatively,
during a financial year, 20% of the total non-cotrassets, less receivables;

in case of closing tangible assets for a perioqydorthan 1 year, the value of which
exceeds, individually or cumulatively, as compatedthe same contractual partner or
related persons acting together, 20% of the taialeurrent assets, less the receivables as
of the date on which the legal document is conaude

in case of associations longer than 1 year, exngdble same value.

Any of shareholders can ask the court the canamilatf the deed concluded without complying
with these provisions included in the Capital Markaw.

Other rights of shareholders

Certain rights are granted by law only to the shalders holding a certain percentage of the
share capital as follows:

upon the request of shareholders holding indiviguat jointly at least 5% of the share
capital, the auditors are obliged to verify theroked facts. In case the facts are confirmed,
they will be included in a report that will be commcated to the Board of Directors and
made available to the General Meeting; in this cdse Board of Directors is obliged to
call the General Meeting;

the right to request the calling of the General tihgeis recognised to shareholders
representing, individually or jointly, 5% of theasle capital; the General Meeting will be
called within 30 days at most and will gather witimaximum 60 days from the date on
which the request was received,

In case the Board of Directors does not call theega Meeting, the court competent at the
Issuer’'s headquarters may authorise the callingettieby the shareholders that have
formulated the request.

one or several shareholders representing, indilhdwa jointly, at least 10% of the
Issuer’s share capital may request the court t@iappne or several experts to analyse
certain operations managed by the Issuer and tmelte a report to be handed to them
and, at the same time, to be officially submittedthe Issuer's Board of Directors and
internal auditors, which will also bear also thpexts’ fees;

the right to bring to court the action against fders, directors, managers and financial
auditors. If the General Meeting does not bringctmurt the action against directors,
managers and financial auditors for damages cateséle Issuer by them by violating

their duties towards it, and does not take intooant the proposal of one or several
shareholders to initiate such action, shareholdgpsesenting, individually or jointly, at

least 5% of the share capital have the right togoto court an action for damages, in their
own name, but on behalf of the Issuer, againstarye above-mentioned persons. The
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persons exercising this right must have had thaagpof shareholder at the time when
the matter brought to court was discussed in thee@d Meeting.

. The right of a significant shareholder to requéwst talling of a general shareholders
meeting for electing the directors using the cunigavote method.

The Issuer states that a new share issue is netlglgd, except for the obligation to increase the
share capital by the incorporation of the landswhich ownership certificates were obtained or
some other plots of land for which ownership cexdifes will be obtained. At present, there is no
information concerning other future issues of sties:

Besides the above elements, see Chapter 1X.2,08ecBhare capital for details on share capital
increase by the value of land for which the Isshieids or will hold ownership certificates.
According with the Shareholders Decision no. 1Z0ctober 2007, the necessary operations for
a share capital increase with the value of sompety for which the Issuer obtained or it will
obtained property documents, is postponed untistieges are admitted to trading on BSE

Free transfer

According to the GD no. 1095/2005 for the approoflthe Methodological Norms for the
enforcement of Title VII of Law 247/2005, the shardistributes/allocated according to the
regulated procedure for finalising share allocafioltiowing the offer for privatisation through
restitution of a quota of 5% of the Issuer’'s sheapital (see Chapter IX.3 — Section — Persons
entitled to indemnities who subscribed within th#eo for capital available prior to the
application of Law 247/2005) can be traded on theksexchange or on a regulated market only
after the expiry of a period of 6 months startimgni the date on which the shareholder
certificate was issued. Share distribution willrhade after a period of 6 months from trading.
The price at which shares will be allocated willthe weighted average trading price for the first
6 trading months, communicated by the operatoh@fréspective market.

According to the agreement signed by Fondul Prtgiea on 24 October 2007, Fondul
Proprietatea agreed that for a period of 6 morgteting with the admission to trading on a
regulated market operated by BSE, it will not seldonate, or promise that it will sell or buy, or
offer, or pledge, or grant any kind of options ights, or take any kind of commitment to sell or
to sign any kind of contract related with the owrithres in the Issuer’'s share capital or any
rights attached to such, including Allotment Rigt#sr further information please sBdution
section.

Compulsory withdrawal

Capital Market Law and the provisions of the Retialaof the NSC no. 1/2006 concerning the
issuers and operations with securities, as modifed supplemented, grants the major
shareholder the right to ask the other sharehotdessll the shares they hold to it.

This right granted to the major shareholder ocamly if, after the completion of a purchasing
offer addressed to all the Issuer’s shareholdedshaning as object all shares held by them, the
major shareholder either holds shares represemtioge than 95% of the share capital, or it
purchased within the respective offer a numberhafress representing more than 90% of the
shares offered.
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According to the provisions of Capital Market Lawdathe Regulation of the NSC no. 1/2006
concerning issuers and operations with securitss,modified and supplemented, a minor
shareholder has the right to ask to the offerodingl more than 95% of the share capital to
purchase its shares at a fair price. This righucconly as result of a public purchasing offer
addressed to all shareholders and for all shatds he

Compulsory public take over offering

According to the provisions of Capital Market Laf,one individual holds, following its
acquisition or the ones of its partners, more 8386 of the voting rights in a company, he/she is
obliged to launch a public offering addressed tdalders of securities and having as object all
the securities they hold, as soon as possiblendiuater than 2 months from the time it reaches
the respective holding.

Until carrying out the compulsory public offerinipe rights relating to securities exceeding the
threshold of 33% of the voting rights upon the &sare suspended, and the respective
shareholder and its partners can no longer acghaees of the same issuer by other operations.

Carrying out such a public take over offering i$ c@mpulsory if more than 33% of the rights to
vote within the Issuer were acquired as resultnoé@emption transaction, as defined by Capital
Market Law.

Also, in case the acquisition of more than 33% lod tights to vote within the Issuer is
performed without intention, the holder of such ipos has the following alternative
obligations:

. to carry out a public offering according to thanerstated above;

. to sell a number of actions, in order to lose tbsition acquired without intention

The Issuer does not have information regardingipuéke-over offerings made by third parties
in connection to its capital since its establishtraamd until now.

Information regaring the Allotment Rights attacheid the Newly Issued Shares

General Information

In this Offering, the Issuer issues a number 084,356 Allotment Rights attached to the Newly
Issued Shares. For each New Issued Share an AtlbRRight is issued.

The New Issued Shares are a total of 1,384,956pfonhich a number of 1,1177,384 shares are
subject of this Offering, the rest of 207,572 skabeing subscribed and fully paid by Fondul
Proprietatea by exercising its pre emption rights.

The Allotment Rights are allotted, once the Offgria closed successfully, to the persons who
subscribed and fully paid the shares within thee@fig or by exercising their pre emption rights.

Out of the total of 1,384,956 Allotment Rights, 2072 Allotment Rights will be allotted to the

Fondul Proprietatea, and the rest of 1,177,384 tAkdmt Rights will be allotted to the

subscribers in the Offering, each subscriber bentitled to an equal number of Allotment
Rights to the Shares he has subscribed. Accordirte lockup agreement signed by Fondul
Proprietatea, the 207,572 Allotment Rights caneosdid, transferred, pledged or transacted.
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The Allotment Rights are freely transferable withihe regulated market, issued in
dematerialized form and registered in account. Riegister of Rights holders is created and
updated by the Central Depository.

The Allotment Right certifies that its holder istied to one share, which he will receive once
the share capital increase (Newly Issued Shargsye3 registered with the Central Depository.
The Allotment Rights holder does not have the righdividends, the right to participate directly
or through a representative in General Meetings rigiht to vote in General Meetings, the right
to elect or be elected in Issuer's management baalieany other right stated by the Company
Law.

The Allotment Rights cease to exist when the Neladyied Shares are registered by the Central
Depositary on the name and account of the Allotnfiights holders. The Newly Issued Shares

will be registered to the persons which are holdérallotment Rights, as stated in the Register

of Allotment Rights valid on the Settlement Dayti@insactions concluded in the last trading day
of Allotment Rights, according to the rule - onemieissued Share — One Allotment Right.

Converting the Allotment Rights into Newly Issuela®s is automatically performed by the
Central Depositary, Allotment Rights holders notihg to start any kind of procedure with the
Central Depositary or other entity to convert thigghts.

Allotment Rights are converted into Newly Issue@®s in the moment they cease to exist.

The rights of Allotment Rights holders

Allotment Rights holders are entitled to receivenNelssued Shares for their holdings once the
share capital increase is registered with the @emepositary. Allotment Rights holders are
entitled to receive the Issuer’s reports elaboratsmbrding with the provisions art. 113 lit. A and
B of NSC’s Regulation no. 1/2006.

Allotment Rights holders have the right to receioethe Issuer the price paid for the Shares in
the Offering, in case the share capital increasgasocable rejected by the delegated judge to
the Trade of Registred Office. Thus, the amouritgaeimbursed to the Allotment Rights holder
is equal with the product between the number ollistment Rights and the Offering price of a
Newly Issued Share. The amound reimbursed to FoRdyprietatea is equal with the product
between its Allotment Rights holdings and the patevhich it subscribed Newly Issued Shares
while exercising its pre emption rights. The amsuwill be reimbursed in a maximum of ten
Business Days, starting with the day when the sbapéal increase is irrevocable cancelled by
the delegated judge at the Trade of Registeread©ffi

Allotment Rights holders’ obligations
The Allotment Rights holders will have the followimbligations:
» to observe the provisions of Capital Market Law 2@7/2004

* to observe the regulations issued by BSE and byC#mral Depositary concerning the
trading and settlement of transactions with AllotmRights.
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Information regarding the Shares to be offered/admeid to trading

Information regarding any withholding applicable toe income generated from the securities
and assuming or not assuming of the responsilafithe withholding by the Issuer.

a) Natural persons

Both the dividends and the gains from securitiemndfer are considered income from
investments, to which income tax applies.

Taxation of income from dividends

Starting 1 January 2006, the tax on the income filondends is calculated by applying the 16%
guota. The duty to determine and to withhold theda dividends belongs to the entity that pays
the dividends, once these are paid to the sharetslth case of distributed dividends, but that
have been not paid until the end of the year inctvithe balance sheet was approved, the tax is
due until 31 December of the respective year.

Taxation of capital gains

The gain or loss resulting from securities trangfeihe positive or negative difference between
the sale price and the purchase price for typeseofirities, after the deduction of the related
costs.

The gain or loss resulting from the sale of semsits determined on the date on which each
transaction is concluded, and the net gain wildbtermined at the end of the fiscal year upon
the whole portfolio of traded shares by a sharedroid the respective year, with the positive
difference between the gains and losses registkmeadg the year as result of trading shares.

The transactions with shares are subject to aftd6% in case the Shares are sold within less
than 365 days from the acquisition date, namel\L%f if the transaction takes place after the
expiry of these 365 days. In case of securitiedelaon a regulated market, the tax will be
calculated and paid by the holder until 25 Janoeéithe following year for the ended fiscal year.

b) Legal persons
Taxation of dividends

Romanian legal persons paying dividends to a Roamategal person has the obligation to
withhold and transfer the withheld tax on dividertdsthe state budget, until 25lay of the
month following the one in which dividend is paichis tax is calculated by applying a tax rate
of 16% of the gross dividend paid.

In case distributed dividends are not paid untl &md of the year in which the annual financial
statements were approved, the tax on dividendaigsynmtil 31 December of the respective year.

After Romania entered the European Union, dividenedgived from a Romania entity, mother
company, a branch located in a member state areubgct to tax if the beneficiary of dividends
holds minimum 15%, respectively 10%, starting w009, of its interests for an uninterrupted
period of 2 years until payment date thereof.

Taxation of capital gains
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The income obtained by the Romanian legal persoms ftrading securities are comprised
calculus of taxable profit, to which a profit taki®6% applies.

We state that the taxable profit is calculatedhasdifference between the income realised from
any source and the expenses performed in ordegaitse income, in one fiscal year, minus
income not subject to tax and adding non deducékfeenses.

Information regarding any withholding applicable tikee income generated from the Allotment
Rights and assuming or not assuming of the respibitygiof the withholding by the Issuer.

The fiscal regime of any income obtained from tfarisg the Allotment Rights is similar with
the fiscal regime for transfering Shares, as it pr@sented above for natural and legal persons.

Admission to trading for the Shares

Following the successful conclusion of the Publitefng, the Issuer will take all the measures
necessary for the shares to be accepted to traditige regulated market of BSE.

Admission to trading for the Allotment Rights

The Issuer intends to request admisson to tradinghe Allotment Rights within the regulated
market of BSE, equity sector, tier 3 — rights.

The Issuer and the Manager will take the followmgasureas to have the Allotment Rights
traded on BSE:

» Send to the NSC the request to register the righgether with the Allotment Rights
holders list and the Notification regarding the €iifig’s results.

o Within the regulated market of BSE only NSC registerights can be traded

o The certificate for registering the Allotment Righto NSC is the prove of
registering the Allotment Rights with NSC

Thus, this phase can be completed only by obtaisiredy a certificate

On Allotment Date, the list with the Allotment Righholders will be determined
also

o The number of Allotment Rights allotted to a sulisaris equal with the number
of allotted Newly Issued Shares to that subscriber

o0 The list of Allotment Rights holders is identicalagne and number of securities
allotted) with the subscribers’ list which were osiiéd Shares, together with
Fondul Proprietatea as holder of 207,572 of AllaimRights allotted for the
subscribed Shares while exercising its pre emptgirts.

» Submitting the certificate for registering the Afieent Rights issued by NSC to the
Central Depositary together with the list of Alla@nt Rights holders so as to create the
Register of Allotment Rights holders.

o The Central Depositary will register the AllotmeRights in order to allow the
admission to trading on a regulated market of Biting an ISIN and a CFl
code to the Allotment Rights issue

» The request for admission to trading of AllotmemgiRs within the regulated market of
BSE, equity sector, tier 3 — rights
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o The Manager will submit to BSE, on Issuer’s behtlg& request for trading the
Allotment Rights, together with the Prospectus BISC’s registration certificate
of Allotment Rights as well as together with anyeat documents requested by
BSE

o0 The admittance/non admittance of Allotment Riglatgrading is decided by the
General manager of BSE.

The Issuer and the Manager of the Offering commiaike all necessary measures to conclude in
a short time the procedure for registering, admgttio trading, as well as converting the
Allotment Rights into Newly Issued Shares. By takithe above described measures, the
admission to trading is not guaranteed.

Trading the Allotment Rights

Allotment Rights trading is made according with B®&gulations, within an order-driven
market.

The Allotment Rights will be traded for a perio@rsing with the first trading day and lasting
until they will be redrawn from trading.

The starting day of the Allotment Rights tradingyige of the following:

* The date determined by adding two Business dayketalate when the Central
Depositary’s Notification is received, by which @#nnounces BSE that all
technical operations regarding the Allotment Rightsiders’ Register were
concluded.

OR

e The date jointly set by the Issuer and BSE’s mamage, which cannot be earlier
than two Busines Days after the date when CenteploBitary’s Notification was
received.

The date in which Allotment Rights will be redrafmom trading, the last trading day of such
instruments, is determined by adding two BusineggsDo the date when BSE received Central
Depositary’s Notification by which it confirms th#t received form the Issuer all necessary
documents for the share capital increase. The propght transfer over the Allotment Rights,
which were subject to a stock exchange transactidlh,be done by the Central Depositary
according to BSE and Central Depositary’s reguietjon force at the specific transaction date.

Expenses related to the Offering

In case the Offering is fully subscribed, the Issestimates that the net funds to be received
within the offering amounts to EUR 67,110,888 (i@IR equivalent). Any expense related with
this offering will be charged out of this amount.

According to the contract concluded between therimediary and Transgaz, the fixed cost
borne by the Issuer is of RON 0,01, and in casentizaie than 90% of the Offering is subscribed,
the Intermediary will receive a floating fee of 290 of the price of all shares sold within the
Offering. The funds to be collected following th&&ing will be decreased mainly because of:

* The NSC fee following the approval of the prospsctl.1% of the offering value
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* BSE fee for trading the shares on POF Market seetif0.09% of the value of sales
* BSE fee for the admission and promoting to tradirRON 1200

Dilution

On 17 October 2007, the extraordinary general mgetpproved the terms and conditions for
the Issuer’s capital increase by decision no. 1liligleed in the Official gazette no. 2880/22
October 2007.

Before the increase of the Issuer’s share capitalRomanian state, represented by the Ministry
of Economy and Finance held 8,831,840 ordinary eshatorresponding to 85.012371%, and
Fondul Proprietatea held 1,557,048 Shares, cometsipg to 14.987629%.

Within the increase of Transgaz share capitalRbanian state, represented by the Ministry of
Economy and Finances waived its preference rightsidoscription, in order to fulfill the
mandate granted in the "Privatisation Strategydyé&nment decision no. 1329/2004, regarding
the mandate of the public institution involved ahd approval of the privatisation strategy by
means of public offering of some companies includedhe portfolio of the Ministry of
Economy and Commerce.

Fondul Prorietatea exercised its preference righsfibscription, according to its share, the share
capital of Transgaz being increased by the issua ¢btal number of 1,384,956 ordinary,
nominal, dematerialised shares, having the nonvialale of RON 10 each.

Out of this total number, 207,572 shares were siliest and fully paid on on 23 October 2007
by Fondul Proprietatea as a result of exercisirgptreference right, and the rest of 1,177,384
shares are to be offered for subscription to tH#@ipwvithin the initial primary public offering of
Transgaz.

Following this capital increase, Fondul Propriedateeeps its participation of 14.987629%
(1,764,620 shares) in the share capital of Transghaite the Ministry of Economy and Finance,
by waiving its preference right for subscription,illwkeep holding 8,831,840 shares,
corresponding to a decreased percentage of 75.09%287 the total share capital.

n case the offering is successful, but the Offé3kdres are not fully subscribed, the Ministry of
Economy and Finance will held the same number afres) 8,831,840 and the Fondul
Proprietatea will held a number of shares accortbrits actual participation of 14.987629%.

According with the Decision no. 11/2007 and witle #igned agreement on 24 October 2007,
Fondul Proprietatea agreed that for a period ofofitims, starting with the admission to trading
on a regulated market operated by BSE, it will &t or donate, or promise that it will sell or
buy, or offer, or pledge, or grant any kind of ops or rights, or take any kind of commitment to
sell or to sign any kind of contract related witie towned Shares in the Issuer’s share capital or
any rights attached to such.

The commitments of Fondul Proprietatea, as stdtedeg cease in each of the following cases:

« The prospectus is not submitted for NSC’s apprawail 31 of December 2007. The
obligations to which Fondul Proprietatea agreedeam 31 of December 2007.

» The offering is not successful, in which case thenmitments of Fondul Proprietatea
cease in the same day.
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* The request for trading the Issuer’s shares omneifpglated market, after the closing of the
offering, is not accepted by BSE, in which case lduk up agreement is no longer in
force, starting with the day in which BSE rejectied request.

* The decision no. 11/2007, regarding the share aajpitrease, is canceled. The lockup

agreement ceases to be in force starting with #te @hen the court decision becomes
irrevocable and effective.

Moreover, Fondul Proprietatea agreed unconditignahd irrevocable not to sell, transfer,
pledge or trade in any way the Allotment Rightsaeitied to the subscribed and/or allocated
Shares, if such an instrument is issued and adirtittérading on the regulated market of BSE.
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XV. SUBSCRIPTION PROCEDURES AND DISTRIBUTION NETWORK

1. Subscription Procedures

The subscription within the present Offering canrbade during the entire validity Offering
Period (starting 26 November and until 7 Decemb@d72inclusively, meaning 10 Business
Days). The subscription can be made at the heagsanf the Manager and at the local units of
the Distribution Group, presented within this Oiffigr Prospectus (see SectiobDistribution
NetworK). The subscriptions can be made during the afftgperiod on a daily basis, between
9:00 - 15:00 hrs. Bucharest time, from Monday tod&y during the entire subscription
period.and from 9:00 to 13:00 in the last day ef @ffering Period. The subscription is made by
filling in the Subscription form that will be avalle at the headquarters of the Managers and at
the local units of the Distribution Group.

The minimum subscription is for a whole number lvdres so that the value of one subscription
is at least equal with 11 Shares.

Prior to filling in the Subscription Form, the Irsters that do not use the services of a custodian
agent should transfer the amount correspondinggstibscribed Shares to one of the Collection
Accounts (please consider the section referringeaCollection Accounts).

The investors that do not have a bank account a@sdd o subscribe through Raiffeisen Bank

network shall be opened a bank account with Ra#feiBank. This account will be mentioned in

the Subscription Form as the current account toclwvithe amounts corresponding to the

unallocated shares will be transferred and (in cdsgver subscription) or as a consequence of
the subscription cancellation (if applicable). Imst case, the amount corresponding to the
subscribed Shares will be transferred from thisemtraccount to one of the Collection Accounts
by payment order.

The value of the subscribed shares must be pdidlior to be guaranteed by a custodian agent
in order for the subscription to be valid. Thuse $ubscribers must take into account possible
transfer fees and, if applicable, account openges f

Upon filling in the Subscription Form, investorsrdagyn natural persons will declare their tax
residence (i.e. Romania, origin country or othamtoy) on their own recognizance.

Individuals, resident or non resident, that are eudtomers of RCI| and which do not use the
services of a Custodian Agent may subscribe onlguifh the branch network of Raiffeisen
Bank SA or through Intercapital Invest.

Individuals, resident or non resident, that ard¢ausrs of RCI and which do not use the services
of a Custodian Agent may subscribe both through &l as well as through the branch network
of Raiffeisen Bank SA.
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Individuals, resident or non resident, that aregamuers of RCl and which use the services of a
Custodian Agent may subscribe only through RCI.

Individuals, resident or non resident, that aredausgrs of Intercapital Invest and do not use the
services of a Custodian Agent may subscribe batbugh Intercapital Invest and as well as
through the branch network of Raiffeisen Bank SA.

Individuals, resident or non resident, that ardamers of Intercapital Invest and use the services
of a Custodian Agent may subscribe only throughrbdgpital Invest..

Individuals, resident or non resident, that arequstomers of RCI or Intercapital Invest and use
the services of a Custodian Agent may subscribg thnbugh RCI or Intercapital Invest.

Resident legal persons that are customers of R€bamot use the services of Custodian Agent
may subscribe both through RCI and through thediraxetwork of Raiffeisen Bank.

Resident legal persons that are not customers d@aR@ do not use the services of a Custodian
Agent may subscribe both through the branch netwairkRaiffeisen Bank and through
Intercapital Invest.

Non resident legal persons may subscribe both ¢gir&®Cl and Intercapital Invest.

Subscription through the branch network of Raiffeda Bank:

Only individuals, resident or not resident in Romaarand resident legal entities that have not
concluded a custody agreement with a local custoaiay subscribe through the branch network
of Raiffeisen Bank SA.

In order to be accepted, the Subscription Formst nes accompanied by the following
documents, depending on each type of investor:

1. Natural persons who subscribe for themselves:
= Identity card (original and copy).

= Passport (original and copy) and/or staying peforiginal and copy) — for Investors
foreign citizens;

= Copy of the proof of making the payment by bankdgfar.

2. Natural persons who subscribe for another ndtpeason:

= Identity card (original and copy) of the represémeaand identity card (copy) of the
represented person.

Transgaz —Final Prospectus 22°¢



S.N.T.G.N. Transgaz S.A. Initial Public Offering

Passport (original and copy) and/or staying perfoitiginal and copy) of the
representative and copy for the represented per$onforeign citizens;

Copy of the proof of making the payment by bankdfar.

Special or general power of attorney (copy andisi.

3. Natural persons who subscribe for under agettotm:

Identity card (original and copy) of the personsartbing for the under aged child.

Passport (original and copy) and/or staying peforiginal and copy) of the person
subscribing for the under aged child — for foreggfizens.

Copy of the proof of making the payment by bankdgfar.

Birth certificate or identity card of the under dgehild (for under aged children
between 14-18 years) (copy and original).

Legal document establishing the tutelage (copyaiginal).

4, Incapable natural persons (without judgment):

Identity card (original and copy) of the personsartbing for the incapable person.

Passport (original and copy) and/or staying peforiginal and copy) of the person
subscribing for the incapable person — for foraigizens.

Identity card of the incapable person (original angy).
Copy of the proof of making the payment by bankdgfar.

Legal document establishing the trusteeship (coplyaiginal).

5. Resident legal persons who subscribe for therasel

Copy of the unique registration code.
Document proving the quality of the company’s leggdresentative.

Document proving the actual situation and activfythe company (shareholders
structure, share capital etc) issued by Trade agfifkered Office with 10 Business
Days before the subscription date
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= Original power of attorney for the person signihg tSubscription Form(unless the
company’s legal representative).

= Copy of the proof of making the payment by bankdgfar

= |dentity card or passport or staying permit (or&i and copy) of the person
subscribing for the legal person.

6. Natural persons authorized to carry out ecoroadtivities or family associations:

= Authorization decision issued by the local Cityl lfabpy).

Copy of the unique registration code.
= Copy of the proof of making the payment by bankdgfar.

= |dentity card or passport or staying permit (oradiand copy) of the person signing
the Subscription Form.

= Original power of attorney for the person signimg tSubscription Form (in case
another person subscribes).

7. Professionals authorized to carry out independetivities:

» Free practice decision or authorization (copy).
= Fiscal registration certificate (copy).
= Copy of the proof of making the payment by bankdgfar.

= |dentity card or passport or staying permit (or&diand copy) of the person signing
the Subscription Form.

= Original power of attorney for the person signimg tSubscription Form (in case
another person subscribes).

Each payment order is equal to a subscription amdutating several payment orders for one
single valid subscription is not possible.

In case an Investor makes several subscriptiorsgiimulated value of such subscriptions will
be considered when classifying the respective srtheone of the two Tranches of the Offering.

In case the amount sent exceeds the value of tiszgption, the Subscription Form is validated
only for the number of subscribed Shares. In chgeatnount sent is lower than the subscribed
amount, the Subscription Form is invalidated fa ¢émtire amount subscribed.
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Subscription through RCI

Subscription made by legal and natural personsarusts of RCI, which do not use the services
of a Custodian Agent

The documents necessary for the subscriptions imatias category of subscribers be valid are:

. Signed subscription form (and stamped if the caag lbe) by the subscriber; it will be sent
to RCI by fax,

. Payment order for the amount subscribed or fordifference between the subscription’s
value and the available amount of the respectibs@iber in RCI customer account. The
payment order will be sent to RCI by fax. Paymeititlve made to RCI customer account

Subscription made by investors natural or legalsoeis that are RCI customers and use the
services a Custodian Agent

The documents necessary for the subscriptions imatias category of subscribers be valid are:

. Signed subscription form (and stamped if the caag lbe) by the subscriber; it will be sent
to RCI by fax,

. Written statement of the custodian agent sayingittessumes to carry out the settlement
for the subscribed shares.

Subscription made by legal persons that are not &Gtomers

Resident legal persons that use the services afsto@ian Agent and non resident legal persons
may subscribe through RCI. For these Investorsdtimiments necessary for the subscriptions
made to be valid are the following:

1. Resident legal person that uses the servicasaétodian agent:

= Copy of the unique registration code.
= Copy of the Articles of Association and addendurhar(y).

= Document proving the actual situation and activofythe company (shareholders
structure, share capital etc) issued by TradeegfisRered Office issued with no more
than 10 Business Days before the subscription date

= Original power of attorney for the person signihg Subscription Form (unless the
company’s legal representative).

= Copy of the identity documents of the person makithg subscription as
representative of the resident legal person.

= form from the local custodian agent “Request f@anging access to the participant to
the account opened by the custodian agent forngaskecurities on Arena system —
Annex Il 16 to the Code of the Central depository.
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written statement of the custodian agent sayiraj thassumes to carry out the
settlement for the subscribed shares.

2. Non-resident legal persons:

Copy of the fiscal code and/or certificate attestine registration of the legal person
(translated and authenticated).

Document proving the quality of the company’s legapresentative making the
subscription.

Original power of attorney for the person signihg Subscription Form (translated
and authenticated) (unless the company’s legaésemtative).

Copy of the identity documents of the person makithg subscription as
representative of the non resident legal person.

(in case there is no contract with a custodianpyCof the proof of making the
payment by bank transfer.

(in case it uses the services of a Custodian Adent) from the local custodian agent
“Request for granting access to the participabhéoaccount opened by the custodian
agent for trading securities on Arena system — Arih&6 to the Code of the Central
depository.

(in case it uses the services of a Custodian Ageritlen statement of the custodian
agent saying that it assumes to carry out theegedtht for the subscribed shares.

Subscription through Intercapital Invest SA
Subscription made by legal and natural personsarusts of Intercapital Invest and do not use
the services of austodian Agent

The documents necessary for the subscriptions madkeis category of subscribers to be valid

are:

. Signed subscription form (and stamped if the caag be) by the subscriber. The form
will be submitted in person, by the legal repreagwe, at the agencies of Intercapital
Invest SA,

. payment order for the subscribed amount or foedgiice between the subscription’s value
and the available amount of the respective subescrib Intercapital Invest customer
account. The payment order will be submitted irsper by the legal representative, at the
agencies of Intercapital Invest SA. The payment & made to Intercapital SA client
account.
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Upon the registration of the subscription, Interadpinvest SA will transfer to the account
RO41BRDE450SV05477804500 for the subscriptionsutpndntercapital Invest SA the amount
of the Investor’s subscription.

Subscription made by investors natural or legalsoeis that are customers Intercapital Invest
customers and use the services of a Custodian Agent

The documents necessary for the subscriptions imatias category of subscribers be valid are:

. Signed subscription form (and stamped if the caag be) by the subscriber. The form
will be submitted in person, by the legal repreatwe, at the agencies of Intercapital
Invest.

. Written statement of the custodian agent sayingitressumes to carry out the settlement
for the subscribed shares.

Subscription made by legal persons that are nigréapital Invest customers

For the Investors that are not customers of Infetakinvest, the documents necessary for the
subscriptions made to be valid are the following:

1. Resident legal persons:

= Copy of the unique registration code.
= Copy of the Articles of Association and addendurhar(y).

= Document proving the actual situation and actifythe company (shareholders
structure, share capital etc) issued by Tradegitered Office issued with no more
than 10 Business Days before the subscription date

= Original power of attorney for the person signihg Subscription Form (translated
and authenticated) (unless the company’s legaésemtative).

= Copy of the identity documents of the person makithg subscription as
representative of the resident legal person.

» (in case it does not use the services of a custatjiant) Copy of the proof of making
the payment by bank transfer.

= (in case it uses the services of a custodian ademt) from the local custodian agent
“Request for granting access to the participabéoaccount opened by the custodian
agent for trading securities on Arena system — Arih&6 to the Code of the Central
depository.

»= (in case it uses the services of a custodian ageiiten statement of the custodian
agent saying that it assumes to carry out theegedtht for the subscribed shares.
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2. Non-resident legal persons:

= Copy of the fiscal code and/or certificate attagtime registration of the legal person
(translated and authenticated).

= Document proving the quality of the company’s legapresentative making the
subscription.

= Original power of attorney for the person signihg Subscription Form (translated
and authenticated) (unless the company’s legaésemtative).

= Copy of the identity documents of the person makithg subscription as
representative of the non resident legal person.

= (in case it does not use the services of a cumtodgent) Copy of the proof of
making the payment by bank transfer.

= (in case it uses the services of a custodian afmt) from the local custodian agent
“Request for granting access to the participabhésaccount opened by the custodian
agent for trading securities on Arena system — Arih&6 to the Code of the Central
depository.

= (in case it uses the services of a custodian agettten statement of the custodian
agent saying that it assumes to carry out theegedtht for the subscribed shares.

Other information regarding the subscription

The subscriptions are validated only if the amouesfwesenting the value of the subscription
reached the Collection Accounts at the end of taeking day 7 December 2007 or if the

subscriber presents, in the same timeframe, thigewrstatement of the custodian agent saying
that it assumes to carry out the settlement fosthescribed shares.

The subscriptions that are not validated will netconsidered in the allocation process.

Upon the final calculation of the allocation indicéhe Subscription Forms for which the money
for the requested Offered Shares are not in theeotise Collection Account or for which the
subscription procedures were not complied with wit be considered. The investors whose
Subscription Forms were not considered accordingh#& paragraph above will be notified
accordingly, and the amounts paid will be returb@dhem in the account mentioned in the
subscription form.

The Collection Accounts for the subscription amsuwsdrried out through the Distribution Group
will be posted at all the subscription points.

By signing the Subscription Form, the Investors doom having read the present Prospectus
and having made the subscription according to tleems included in the present Prospectus.
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The subscriptions made within this Offering are @vocable. In case the present Prospectus is
subject to an amendment, subscriptions may be widlwth within maximum three Business
Day from the date on which the respective amendméntthe present Prospectus was
published. An investor may withdraw a subscriptiday filling in a Revocation Form at the
unit where the subscription was made.

Collection accounts
The collection accounts for the subscriptions hesfollowing:

For subscriptions through Raiffeisen Bank S.A: RREBR0000060004592833, opened with
Raiffeisen Bank S.A., Bucharest branch, benefick@}..

For subscriptions through RCI, the amounts mustraesferred into the following account::
RO13RZBR0000060002087405, opened with RaiffeisemkB&.A., Bucharest branch,
beneficiary RCI. These amounts will be transfeaethe end of each day in a collection account
in order to properly distinct the subscribed ameunt

For subscriptions through Intercapital SA: RO41BRB&SV05477804500 opened with BRD —
MCC., beneficiary Intercapital S.A.;

Settlement of the Allocated shares

The settlement will be made through the settlensystem of the Central Depositary on the
Settlement Date (three Business Days from the aaimn Date). In case of oversubscription,
the Investors will be returned the difference betwéhe amount paid for the subscribed shares
and the value of the allocated shares, within marinten Business Days from the Settlement
Date, by bank transfer to the current account maeti by the Investor in the Subscription
Form.The payments to the accounts indicated inStbscription Form will be made in an
alphabetical order of the subscribers.

In case the Offering is unsuccessfully closed,ltivestors will be returned the amount paid for
the subscribed shares within maximum ten BusinesgsDrom the Settlement Date, by bank
transfer to the current account mentioned by tledtor in the Subscription Form. Payments to
the subscribers’ accounts will be made in the dphieal order of the subscribers.

The amounts obtained by the Intermediary following settlement of the share sale within the
Offering, including the interests for these amowadsumulated in the Issuer's account, will be
fully transferred to the issuer within six BusiaeBays from the successful closing of the
offering, to separate bank accounts to be commtedday the Issuer to the Manager.

The amounts gathered as interest as per the pphegbmve will be distributed as follows:
» Subscribers-investors, in case the Offering issmotessfully closed
» Issuer, in case the offering is closed successfully

Within five Business Days from the date on whiclk tHSC issues the answer to the notice
regarding the results of the Offering, the Manag#rpublish an announcement in two national
newspapers communicating the subscription facttrimweach tranche.

Reasons independent from the Issuer or the Inteati@d Syndicate may lead to delays in
processing the data and in elaborating and senldengotice regarding the Offering results to the
NSC. As a consequence, neither the Distributionu@noor the Issuer assume any liability for
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delays in the return of the amounts due to thestors in case the Offering is oversubscribed. In

this case, the Issuer has no liability towardsitiestors.

2.

Distribution network

Raiffeisen Bank distribution network

County Name City Adress Phone no.
ALBA Suc. Alba Alba lulia | Pta. |.C. Bratianu nr. 20258.811. 271; 0372.225.8
ALBA Ag. Sebes Sebes Str. Lucian Blaga nf.4258.733.778; 0372.707.10
Str. Andrei Saguna nr{16257.280.583; 0257.30760
ARAD Suc. Arad Arad 3 0372.295.700
0257.281.930
ARAD Ag. Teatru Arad Str. Unirii nr.1, ap 30 0257.283.439
0257.284.018; 0372.707.33
. B-dul Revolutiei nr 8, 0257.218.533; 0257.218.53
ARAD Ag Podgoria Arad ap 27, parter 0372.707.455
ARGES Suc. Arges Pitesti Str. Craiovei nr. 42 0288.300; 0372.224.800
Campulung |Str. Negru Voda nt.17)0248.511.160 0248.512.94
ARGES Ag. Campulung | =\, oo bl 1 0372.707.109
ARGES Ag. Pitesti 2 Pitesti Pta. Vasile Milea, bl| 0248.206.244; 0372.707.56)2
A4, parter
Str. Dumbrava Rosig 0234.206.400; 0372.223.400;
BACAU Suc. Bacau Bacau nr.2 0372.800 876
. . ] 0234.374.336
BACAU Ag. Comanesti Comanesti Str. Republicii @r.2 0234.374.335: 0372.707.137
BACAU Ag. Onesti Onesti B-dul Oituz nr 19 0234.3819; 0372.707.120
Str. lonita Sandu Stur 0234.515.260; 0234.517.415b;
BACAU Ag. Vasile Alecsandri Bacau ' Ar.2 0372.707.566
BIHOR Suc. Bihor Oradea Str. Nufarului nr.30 02E¥5.800; 0372.225.900
. - 0259.428.044; 0259.428.03
BIHOR Ag. Vulturul Negru Oradea Piata Unirii nr.2-4 0372 707 348
BIHOR Ag. Salonta Salonta Str. L|bert2tn nr 13, bl| 0259.373.216; 0372.707.07
BISTRITA Suc. Bistrita Bistrita Str. Liviu Rebreanu | 0263.202.300; 0372.226.300
NASAUD ) nr.51
BISTRITA L 63.361.083; 0723.801.186
NASAUD Ag. Nasaud Nasaud Str. Granicerilor nr. 2%2
. . . 0231.511.356; 0231.607.300;
BOTOSANI Suc. Botosani Botosani Calea Nationale68r 0372.223.100
B-dul Georae Enescu 0231.581.195;0231.581.196;
BOTOSANI Ag. Nicolae lorga Botosani 29 0372.707.431
BRAILA Suc. Braila Braila Str. Calr??scdfalarasnor 0239.606.120; 0372.223.90
. . Str.1 Decembrie 19180239.610.021; 0239.610.14
BRAILA Ag. 1 Decembrie Braila nr.2 0372.707 349
BRASOV Suc. Brasov Brasov Str..Mlhall 0268.308.300; 0372.226.80
Kogalniceanu nr.3
BRASOV Ag. Kronstadt Brasov Calea Bucuresti nr.|8268.330.243  0268.330.8
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County Name City Adress Phone no.
0268.330.919 0372.707.361
BRASOV Ag. Piata Sfatului Brasov Str. Pta Sfatwluil8 | 0268.415.670; 0372.707.324
BRASOV Ag. Fagaras Fagaras Str. Republicii nr.272681213.614; 0372.707.115
BUZAU Suc. Buzau Buzau Str. NIC(?:?E Balcescuy 0238.720.293; 0372.223.800
BUZAU Ag. Ramnicu Sarat| Ramnicu Sarat Str.Victoriei nr 2 0238.561.841; 0372.707.105
BUZAU Ag Unirii Sud Buzau Str. Unirii, bl 02 023826.623; 0372.707.369
CALARASI Suc. Calarasi Calarasi Str. Prglggesglw nr. 27 0242.312.620; 0372.224.200
CALARASI Ag. Belsugului Calarasi Str. BDeZIsSuCg;Iw bl | 0242.331.558; 0372.707.309
CARAS Suc. Caras Severir Resita Pta. 1 Decembrie 19180255.212.017; 0372.225.500
SEVERIN ' nr. 4
CARAS Ag. Caransebes CaransebesStr' Ardealului Bl 3, s¢ 0255.513.749; 0372.707.116
SEVERIN g A
CLUJ suc. Cluj Cluj-Napoca Str. Awar\]tro; Badescu 0264.207.300; 0372.226.400
CLUJ Ag. Turda Turda Str. lee'rAt\elltu nr.4, Bl| 0264.317.009; 0372.707.107
CLUJ Ag. Manastur Cluj-Napoca Str. Bucegi nr.111&p 0264.452.361; 0372.707.567
CLUJ Ag. Marasti Cluj-Napoca Str. Aurel Vlaicu nr.2, 0264.449.898; 0372.707.33[7
ap nr.91C
CONSTANTA Suc. Constanta Constantd| Str. Traian nr. 510241'606'300; 0372.224.100
L B-dul Mamaia nr.264| 0241.699.840; 0241.699..841;
CONSTANTA | Ag.Delfinarium Constanta bl PS 5 0241.699.842: 0372.707.358
CONSTANTA Ag. Mangalia Mangalia Sos. Constantei nr.30, 0241.751.443 ;0372.707.234
H1 a, parter
- .. |Str. Republicii nr.12, § 0241.822.429; 0372.707.122
CONSTANTA Ag. Medgidia Medgidia G4, mag 40 si mag 107
CONSTANTA Ag. Tomis Constanta Str.Clsmelgl nr.16, Bl | 0241.661.992;; 0372.707.203
B-dul Alexandru | 0241.611.389; 0241.611.379;
CONSTANTA Ag Trocadero Constanta |Lapusneanu nr.89,bl L 0372.707.411
33
COVASNA Suc. Covasna Sfantu Str. 1 Decembrie 19180267.351.831; 0372. 226.700
Gheorghe nr.33-37
COVASNA Ag Tirgu Secuiesc| Targu SecuiescStr.Curtea 20, nr 1 0267.361.782; 0372.707.030
DAMBOVITA Suc. Dambovita Targoviste Str. CailqeraZDZ(;mneasca0245.206.300; 0372.224.500
Str. Constantin 0245.214.051; 0245.214.05
DAMBOVITA Ag. Chindia Targoviste |Brancoveanu, bl 11, 0372.707.397
D, parter
DOLJ Suc. Dolj Craiova Str. Fratii Buzesti nr 19251'307'300; 0372.225.100
. . 10251.315.488; 0251..315.490;
Ag. Oltenia ( Ag . str. Calea Bucuresti, bIO , '
DOLJ Craiovita Noua) Craiova A14-A 15 0372.707.266
DOLJ Ag. Nicolae Titulescu Craiova [Str. Nicolae Titulescu 0251.597.511; 0251.
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County Name City Adress Phone no.
8 594.412; 0251.590.342;
0372.707.376
GALATI Suc. Galati Galati Str. Brailei nr. 31 0236.410.550; 0372.223.600
GALATI Ag. Tecuci Tecuci Str. 1 Dencre4r2br|e 1918,0236.820.327; 0372.707.083
GALATI Ag. Anghel Saligny Galati Str. Angﬁe;cs:f;hgny bl 0236.462.210; 0372.707.526
GALATI Ag. Dunarea de Jos Galati Str. Brailei nr.232, bl| 0236.414.003; 0372.707.5613
E4, parter
GIURGIU Suc. Giurgiu Giurgiu Str. Portului bl. 32| 0246.211.006; 0372.224.600
GIURGIU Ag. Bolintin Vale Bolintin Vale| Str. Replibii bl B 5 0246.270.993; 0372.707.098
. . Str. Tudbr Vladimirescy 0253.206.301 0253.206.300;
GORJ Suc. Gorj Targu Jiu nr17 0372225 300
. . .| Bdul Florilor nr.20, bl| 0266.207.300 0266.207.30P;
HARGHITA Suc. Harghita Miercurea Cilc 27 0372.226.600
HARGHITA Ag. Gheorgheni Gheorghien Pta Libertatii7 0266.364.159; 0372.707.124
Ag. Odorheiul Odorheiul . 0266.218.201; 0266 219.220;
HARGHITA Secuiesc Secuiesc Str. Rakoczi nr.13 0372.707.055
HUNEDOARA Suc. Hunedoara Deva Str. luliu Maniu nr.18 0254.218; 0372.225.400
. .| B-dul 1 Decembrie | 0254.548.748; 0372.707.35[1
HUNEDOARA Ag. Petrosani Petrosani 1918 nr. 92, bl B1
. B-dul Dacia, bl A2/2,| 0254.713.734; 0254.713.73
HUNEDOARA Ag. Corvinul Hunedoara parter 0372707410
IALOMITA Suc. lalomita Slobozia Bdul. Chimiei nr.13 0243.212.822; 0372.224.300
. . 0243.362.660; 0723.800.52P;
IALOMITA Ag. Fetesti Fetesti Str. Ceahlaul nr.1-3 0372.707.034
IALOMITA Ag. Urziceni Urziceni Str.Transni/Z\nlel nr.3, | 0243.255.514; 0372.707.092
. . . 0232.210.130; 0232.215.965b;
IASI Suc. lasi lasi Sos Nationala nr 23 0232.215.964: 0372.223.200
. Str. Stefan cel Mare $i0232.211.425; 0232.211.42P;
IASI Ag. Stefan cel Mare lasi Sfant nr 2 0232.211.430; 0372.707.377
IASI Ag. Independentei lasi Str. Piata Unirii nr 2, § 0232.218.850; 0232.218.851L;
9. Indep P+S 0372.707.420
MARAMURES| Suc. Maramures Baia Mare Str. Bdul Unirii nr.18 6R207.400; 0372.226.200
MARAMURES Ag. S|gh_et_u Slghet_u_ Str. Trala}n nr7. 0262.310.939; 0372.707.131
Marmatiei Marmatiei magazin 28
MARAMURES| Ag. George Cosbud Baia Mare Str. Gel(irgsacrit(e)?buc, il 0262.221.999; 0372.707.389
MEHEDINTI Suc. Mehedinti Drobeta Turnu Bdul T.Vladimirescu nf 0252.314.152; 0372.225.200
Severin 125-127
MEHEDINTI Ag. Drobeta Drobeta Turnu _Bidul T. 0731.490.687; 0252.311.243
Severin Vladimirescunr 256
MUN. Ag. Luierului Bucuresti B-dul luliu Maniu nr. | 021.430.03.49; 0372.707.281
BUCUREST!I 9-tu 16, bl. 14 sect 6
MUN. Ag. Sebastian Bucuresti Str.Calea 13 Septemb 021.410.65.29 021.410.54.0
BUCURESTI 9- nr.221-225, sect 5 0372.707.245
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County Name City Adress Phone no.
MUN. Ag. Toborasi Bucuresti Str.Sos Giurgiului |021.450.75.49; 021.450.75.3
BUCUREST!I 9. Top nr.131, parter, sect 4 0372.707.229
MUN 021.313.71.15; 0723.801.02
BUCUREST] Ag. Unirea Bucuresti Pta. Unirii nr.1,sect|3 0372.707.303
MUN. Ag. Mosilor Bucurest Calea Mosilor nr. 221 021.210.84.09; 0372.707.315
BUCUREST!I 9 31A, corp A, sect 2
MUN. Ag. lancului Bucuresti Sos lancului nr.2, bl| 021.250.00.12; 0372.707.333
BUCURESTI 9 113C
MUN. Ag. Titan Bucuresti Bld. Nicolae Grigoresq 021.348.51.96; 0372.707.493
BUCURESTI 9 nr 53, Ca 13, sect 3
MUN. N . | Calea Stirbei Voda nf 021.637.30.76; 0372.707.460
BUCURESTI Ag. Stirbei Voda Bucuresti 152. bl 26 B
MUN Str. Calea Vacaresti nr021.330.32.30; 0372.707.480
BUCURESTI Ag. Timpuri Noi Bucuresti 220, bl 69, sp com
mag 64)
MUN Str.Nerva Traian nr 15,021.323.33.50; 0372.707.441
BUCURESTI Ag.Nerva Traian Bucuresti bl M69, tronson 2
partial/2
MUN Str. lon Mihalache nr 021.224.01.50;
BUCURESTI Ag. lon Mihalache Bucuresti | 109, blsgtAi, parter,| 021.224.12.55.;0372.707.379
Sucursala Calea Victoriei nr.155, 021 209.36.00; 0372.707.046
MUN. Municipiului Bucuresti |bl D1, tronson 6, parte
BUCURESTI . ' ’
Bucuresti sectl
I - 0265.258.024; 0265.258.088;
MURES Ag. Fortuna Targu Mures Str. Infratirii nr 4 0372.707.414
L 0265.262.627; 0265.262.739;
MURES Ag. Bartok Bela Targu Mures  Str. Bartok Betél-3 0372707 354
MURES Ag. Sighisoara Sighisoara Str. Morii nr 18-1] 0265.774.761; 0372.707.103
MURES Suc. Mures Targu MuresStr' Ghzcl)lr_%ge Doja nr 0265.260.993; 0372.226.500
NEAMT Suc. Neamt Piatra Neamit Pta. Ster:?g cel Mare 0233.206.400; 0372.223.300
NEAMT Ag. Roman Roman Str. NIC(I?]LajoItu|eSCL 0233.741.479; 0372.707.068
oLT Suc. Olt Slatina Str. Tudonrr \1ll_2d|m|resc 0249.430.901; 0372.224.900
oLT Ag. Slatina Slatina B-dul.Alex loan Cuzg 0249.432.761; 0372.707.307
Bl D10,parter
PRAHOVA Suc. Prahova Ploiesti Str. Unirii nr. 2 492406.400; 0372.224.400
PRAHOVA Ag. Campina Campina Str.1 I;)/Igtle): 12 G, | 0244.376.596; 0372.707.561
_— I B-dul.Republicii | 0244.597.800; 0244.518.600;
PRAHOVA Ag. Ploiesti 1 Ploiesti | . 1185115 B2,partef 0372.707.334
PRAHOVA Ag Sinaia Sinaia B-dul Carol nr. 32 02444340; 0372.707.459
SALAJ Ag. Meses Zalau Str. Tudcr)]rrvfl’zdlmwesc 0260.617.123
SALAJ Suc. Salaj Zalau Str Unirii nr. 19 0260.651); 0372.226.000
. Str. Lucian Blaga, bloc 0261.761.190
SATU MARE Ag. Soarelui Satu Mare UU18, spatiu comercii 0261.761.191
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County Name City Adress Phone no.
parter 0372.707.405
Piata 25 Octombrie,B| 0261.714.785
SATU MARE Suc. Satu Mare Satu Mare| 05 0372.226.100
SIBIU Suc. Sibiu Sibiu Piata Aurel Vlglcu, 0269.211.309; 0372.226.900
parter, etl si ll
- . 0269/235.180; 0269 /216.317
SIBIU Ag.Hermannstadt Sibiu Str. 9 Mai nr.2 0372.707.357:
SIBIU Ag. Medias Medias Str. I.C. Bratianu nr.3  02834.301; 0372.707.111
SIBIU Ag. Bruckenthal Sibiu Str. NlcglrazegBalcescu 0269.217.121; 0372.707.325
. 0269.246.090
SIBIU Ag Vasile Aaron sibiu [°" Svea";ﬁ‘;o/';‘gf(')'nb" 1 0269.246.044
0372.707.383
. . Str Calafat nr 2, bl 8, 0269.844.303; 0269.844.282;
SIBIU Ag. Vitrometan Medias parter 0372.707 467
Bdul George Enescu | 0230.207.300 0230.207.30%;
SUCEAVA Suc. Suceava Suceava 16 0372.223.000
SUCEAVA Ag Burdujeni Suceava Calea Unirii nr.39, bl 0230.516.002 0372.707.435
92, sc F, parter
SUCEAVA Ag. Vatra Dornei Vatra Dorne| Str. Luceafli nr.15| 0230.374.073; 0372.707.157
TELEORMAN Suc. Teleorman Alexandria Str. Av.n,rAlégolfescu 0247.317.426; 0372.224.7Q0
- - Str. Circumvalatiunii n| 0256.243.447 0256.242.095%;
TIMIS Suc. Timis Timisoara 8-12 0372.225.600
TIMIS Ag. Aries Timisoara Str. Aries nr.20 0256.4987; 0372.707.568
. Str.Paris nr 2A, parter,0256.499.407; 0256.499.408;
TIMIS Ag. Bega Timisoara sona B 0372.707.428
TULCEA Suc. Tulcea Tulcea Str. Grivitei nr 19 02318.636; 0372.224.00
TULCEA Ag .Dunarea Tulcea Str. Isaccei nr.4 bl 6 0240.519.256; 0372.707.560
VALCEA Suc. Valcea Ramnicu Valcgstr. Stirbei Voda, bl Tl 0250.702.300; 0372.225.000
VALCEA Ag. Ostroveni Ramnicu Valced-dul Tineretului nr 8) 0250.712.398; 0372.707.371
VASLUI Suc. Vaslui Vaslui Str. Stefan cel Mare bl 0235.307.600; 0372.223.500
94,sc C, D, nr2-4
Str. V Lupu si Str. 1| 0235.413.231; 0372.707.0111
VASLUI Ag. Barlad Barlad Decembrie, bl. M4, sg.
B si D, parter
.| Str. Maior Gheorghe| 0237.206.300; 0237 206.30
VRANCEA Suc. Vrancea Focsani Pastia nr.1 0372.923.700
- . Str.Republicii nr 18,| 0237.210.024 0237.210.038
VRANCEA Ag. Republicii Focsani parter 0372 707 424
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Raiffeisen Capital & Investment network

Bucharest

15, Charles de Gaulle Square, 4th Floor, Bucharest,
1st District, Code 011857

Telephone: 021 306 12 31

Bucharest

Calea Victoriei nr.155, bl D1, tronson 6, 1st flobst District
Telephone: 021 209.36.00; 0372.707.046

Intercapital distribution network
Bucharest

33 Aviatorilor Blvd., 1st floor, sector 1, Buchares
Telephone: 2228731, 2228744, 2228743
E-mail: office@intercapital.ro

Baia Mare Agency

1 George Cosbuc Str., Ap. 21 - 22, ground floorrdiaures county
Telephone 0262/224405.

E-mail: baiamare@intercapital.ro
Constanta Agency:

99C Mircea Cel Batran Str., 2nd floor
Telephone 0241/518.400.

E-mail: constanta@intercapital.ro

Craiova Agency:

Calea Bucuresti, Bloc R1-R2, ground floor
Telephone 0251/435364.

E-mail: craiova@intercapital.ro

Bacau Agency:

94 Pictor Aman Str., nr. 94, 6th floor
Telephone 0234/515175.

E-mail: bacau@intercapital.ro

Pitesti Agency:

1 Banu Maracine Str., 1st floor,
Telephone 0248/221522.

E-mail: pitesti@intercapital.ro
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