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Transmitted energy (including commercial and unplanned
25 N the

exchanages) incre sarly in 2001-

on grid registered a slight decreas 2009

Evolution of transmitted energy
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Tariff

The main part of Transelectricas revenues
comes from regulated tariffs applied to
suppliers and generators for the use of
electricity transmission system. The tarriff
mechanism is based on a revenue-cap
methodology. Tariffs are approved by the
Energy Regulatory Authority according

to the principle of justified costs plus

a reasonable level of profitability, with
adjustment to yearly inflation and an
imposed efficiency gain. Set up on

annual basis (tariff period) within a five-
year framework requlatory period),

the tariff covers total network costs,
including maintenance and development
andis based on forecast calaulation of
operational costs, interest expenses and
CAPEX submitted by Transelectrica. In
order to decrease the risk of consumption
energy drop, Translectrica proposes ta the
Regulstory Autharity that a binominal tariff
be applied in the regulatory period, which
has an energy componerit and power one
independent of energy transmitted.

Imbalance
Volumes

Significant differences were registered In
2009 between physical notifications and real
consumption values due to hydro flows and
to the contracted energy less / more than
necessary
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Operational
Security

In 2009 the Romanian Power System
operated at normal guality parameters,

in compliance with the technical grid
code requirements. However, due to the
hamsh weather conditions, a severe event
occurred in December 20th, in the Eastern
part of the country, namely in Dobrogea
area (Constanta and Tulcea). Further tothe
failure of four 400 kV electric lines and

of some 110 kY lines, Dobrogea area was
separated by the power system and was in
blackout for 2,5 hours. The restoration of the

Dobrogea power grid was based on Muclear

Power Unit Mo. 1 of Cernavoda Nuclear
Power Plant (house load operation). The
islanding operation of the Dobrogea area
run for about 17 hours, until the first 400 kY
electric lines fail back and until the area was
synchronized to the power system.

Completion of the rehahilitation works
within the Bucuresti Sud and Fundeni
substations resulted in cutting down the

aug sep oct nov dec

expenses for congestion management in
Bucharest area in 2009 vs, 2008,

Commissioning the third 400110 kV
transformer in Domnesti substation (May
2009) and also the unit on combined cycle
TA3 + TA4 at Bucuresti Yest substation
{June 2009) meant production growth and
elimination of the origin of congestions in
the area.

In order to meet the safety conditions, in
2009 selections for the congestions were
conducted for the following months:

«  March: following the dismantling the
400 Ky interconnection electric line
Rosior-Mukacevo due to maintenance
works reasons

«  May and November: for
rehabilitation of the 220 kY [salnita
Substation

« December: the power of the two
nuclear units had to be reduced in
order to maintain their steady-state due
to severe metecrological conditions
leading to repeated tripping of the lines
dizscharging the power from the NPP
Cernavoda
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Providing the required conditions in order

to ke=p the unintermaptad consurmer Jeviation

The standard deviation of the haurly values of ACE (control

Meeting the interconnected operation with the

of the year (a better percentaas than
the narm of 99.5% provided by the ETG
Technical Code);

« Voltage in the monitored contral points
- lsaccea, Cernavioda, Portile de Fier - has
rmonthly and annually ranaed 380420 kY,
respectively 198-242 KV (Forn T50 07

+ The Mational Dispatching Center has
be==n constantly concemed to ohserve
the qualitative parameters of voltage
curves and has permanently and
provisionally monitared an important
numkber of substations from the
transmission arid towhich disturbing
consumers are cannectsd. Although the
guality of the voltage curve falls within
the requirsd limits in most substations, a
constant large sxceeding has been found
farthe parameter long-termn voltags
fluctuation with the consumers Donasid,
Otelariile Hunedoara and Pesita,
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Daily variation of the balance deviation with
frecuency correctin [MWh/h] in 2009
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reserve (1000 MW against the 700 MW
scheduled).

The UCTE review published in the
“Reqular Report of the Performance of the
Primary and Sacondary Load-Frequency
Contrel“shows that the secondary contral
performance was maintained compared
to 2008, Thus the analysis of the balance
deviation with the frequency correction
by classes of 220 MWh/h shows that the
controlled valuss were maintained within a
cmall dispersion range.

E NTSO E S Ste m supply is an ever-targsted objective of also called balance deviation with the frequency correction whose
y the dispatching management team of rmathematical expression is ACE= P measured — P programme +k (f
z the Himanion goywer systeim and thiss i measured -f st Jremained constant compared to 2008

The frequency-power control was maintained at the |||.:|I| performing level of previous years, ranging important disconnactions were recorded.
within 49955005 Hz. That is 96.42% compared to the 96.41% in 2008. The balance deviation control On December20, 2009 from 0157 to 1005
with the frequency correction observed the limits of £20 8. The performance at e hyapart Gr_ Hokmaes wes slanded

: i from the Rormanian power systern and 755
secandary control remained to a relatively constant level |.‘--7II'I":I 0.8% below the 2008 value, when the betwaan 0320 - 19:44 b the consumers
compliance with the £20 MWh/h range was of 95.7% from the island were supplied frarm unit # 5056

| in MPF Czmavoda, which maintained its
s : i B . .. ®
In 200% the technical qualitative parameters  Daily fluctuation of frequency [Hz] FI‘E;C]I.I-EI'lC';.-"n'-IThII'l rated prrameters. Dy 5% - l' e . Byt zd
E ; this tirme, the respanse of the system that .| H H HJ ]
of energy (frequency and valtage) complied  anul 2009 ) ) . | = B 5 |
. : : remainad interconnected to EMTSC - E-CE 0% ; o 7
with the requirerments frarm the Technical - e Ul aug sep ot now  dec an feb mar apr may jun
L ; 50,5 was vary good, taking into account that the : ?
Code af the power transmission arid: 3
power loss was higher than the referenca ) .

- Frequency ranged 495505 Hz for 100% AT e A A ot b i i bt sy value considered when calculating the . ia: ;

Im terms of dispersion of the values contralled by the secondary regulatar, a better
evolution is ascertained.
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Critical
Infrastructure
Protection
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For the power system safe iperation, electricity markets -_|-:—'.-—_|-:-|,-|'| i ent is a must for Transelectrica

Balancing Market, Ancillary Services Market, Capacity Allocation Market (under the TSOS responsibility)
and Bilateral Contracts Market, Day Ahead Market, Green Certificates Market (thro |-_||| its subsidiary
OPCOM) are the current Rarmanian electricity markets

Curing 20035 Transelectrica kept on
developing the new [T Flatform Market that
will manage Balancing Market, Capacity
Allocation Market and Ancillary Services
Market on a common platform and will
include special modules for performing
explicit daily and intra-day auctions.

In September 2009 a Memorandum related
to commaon auction niles was sianed
foryearly, monthly and daily auctions
b=tween Transslectrica (Romanian T20)

and MAVIR (Hungarian TS0 According to
this Memarandum, yearly and manthly
allocations will be held by Trans=lectrica and
the daily allocation by MAVIR for 1008 of
MTC value calculated on the border.

Transelectrica will be the Auction Office for
the comman yearly and manthly allocation
with MAVIR, and the same status is applied
to MAVIE for the daily allocation auctions.
Similar Memoranda are currently in progress
with Serbian and Bulgarian T5Cs.

The first common auctions with MAVIR were
held for monthly capacity of Decembsr
2009, Daily allocation on Romanian -
Hungarian border started with the 1st

of December, where the non-allocated
capacity in previous auctions, the non-
niominated capacity freed by the application
of the use-it-or lose-it nile and the capacity
freed by netting were available for auction,
on an hourly basis.

Market
Players

The nurmber of balancing respansible
parties (BRPs) increased in 2009, reaching
a maximum of 115 BRPs in December. In
December, 19 market paticipants, holding
137 dispatchable units wers operating on
Balancing Market.

BRPs Number During 2005 - 2009
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Ancillary
Services Market

Although the number of participants
increased in 2009 ve, 2008, it is still reducsd,
leading to a highly concentrated markat
with a reduced competition level, azpecially
for the secondary and fast tertiary resarves.

Average Number of Participants at
Ancillary 5ervices Market 2008 - 2009
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Capacity Allocation Market

Similar to past vears, the number of participants remained reduced on every border and

direction {export / import). It can b= noticed that on the Hungarian border for import and

Serbian border for expaort the average number of participants at manthly auctions has

increasad.

Average Number of Participants at
Monthly Capacity Allocation Auctions
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Balance
Management

In 2009 the market share of Balancing
Market was 577 % from the total aross
cansumption, 012 3 less than in 2008
There wers 3.21 TWh traded on the
kalancing market (with an average power of
365,95 MWh/h), from which the enemgy used
for congestion management was [ess than

Ancillary
Services

Im 2009 reserves ware ensursd by
regulated contracts and monthly auctions.
The econamic crisis causad severs
consequences on the availability of resanves,
espacially in April and May. Therefaore, the
auctions forthe slow tertiary rezerve and
forthe capacity reserve were organized
ol during January-July. In order to cover
as much as possible the necassary volumea
of reserves in the hourly intervals with an
increased level of demand, the quantities
contracted were differsnt on peak / base
hours, starting with august 2009,
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o TWh (with an average power of 0568
Wih/hy.

In January, following the gas crisis and the
complete shutdown of gas imports the
production of power plant that uses gas
as fuel had to be reduced. September and
October were difficult months in terms of
operation, with reducsd power reserves
dusta very low rivers flows, On the other
hand, during December the extremes
weather conditions frorm Scuthern region

Capacity
Allocation at
Borders

The transfer capacity allocation market
allows performing exglicit vearly and
monthly auctions for import / export on
=ach border for 50% of the tatal NTC The
rest of 50% are allocatad by the neighkoring
T50s, according to the existent operational
agraements between Parties.

Starting with the auction for monthly
capacity of December 2009, Transelsctrica
held the auction for 1008 of the NTC valus

Serbiz import

Wkraine expart lkraing import

of the country caused important outages
and severe conditions for power system
operation,

The analysis of market structurs /
concentration indicators (Herfindahl -
Hirschiman Indeix, 51 - market shars of the
largest market participant (%) shows that

the market is still highly concentrated and
camp=tition level reduced, especially for
secondary upward and downward regulation
and fast tertiary upweard regulation.

calculated on the border, according with
the Memorandum signad with MAVIE.
Since |zt of Decamber itwas start=d daily
the allocation on Hungarian barder. The
common auction was held by MAVIR, az
the Auction Office, for 100% of MTC value
calculated onthe border.

The rmarket monitoring results show that
the market iz still highly concentrated

and with a low level of competition on

each border. Compared with 2008, the

2009 market indicators show a higher
concentration fior export, while for import,
aspecially on the Hungarian border the level
of concentration is lower



Trading Volumes

Trading volumes in the
balancing market

) o,
The annual shars of traded kalancing

energy from the total gross consumption B g % 1

)
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Share of Balancing Energy Trading
Valumes from Internal Gross
Consumption, during 2005 - 2009

decreazed continuously since the beginning 7%
of Balancing Markst oparation, this being .
a step forward in reaching the initial goal L
of this market: real time generation - i
consumption balance, 43

gLt
Trading volumes in the .”_.J
ancillary services market S

| %

The total contracted quantities in 2009 ]
covered 72.9% fram T20's necessary volume.

Volumes [hMW]
Ancillary Services 2009
MNecessary  Fegulated Contracted
Secondary Regulation Band 3542200 3542200 3418580
Fazt Tertiary Ressrve TOOE000 3418580 5209885
Slow Tertiary Reserve 132000 2571450 4101556
Capacity Reserve 3504000 0 1987304

Trading volumes in the capacity allocation market

2005 2006 2007 2008

Fealize
3287629
5115077
4090826
1987304
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Percentage of
Contracted versus

Mecezsary

96.51%:
F4.34%
66.85%
56.72%

Reaulated
100.00%
48.78%
41.93%
0.00%

Percentage of
Realized versus

Mecessary  Contracted
92.B1% Q6.1 7%
72.99% Q8.1 8%
B6.7 1% 99.74%
S6.72% 100.00%,

The figure below shows that almaost the entire value of MTC was allocated in auctions. The capacity dermand is usually much higherthan

the offered capacity and therefore, the frequency of congestion occurrence an intercennections is very high.

Average values of NTC and Allocated Capacity
January - December 2009
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Allocated Capacity Usage
January - December 2009

Market facilitator —green certificates (GCs)

(%]

100 Based on primary & secondary European legislations and internal laws (HG. 443/2003), Romania adoptad
80 in 2004 the green certificates schemes to support electricity generation frorm renewable energy sources
&l (RES). According to Government and ANRE (the reqgulatar) decisions, Transelectrica was appointed as

i

Lkraine Likraine Moldawia Micldavia
. expart im r,:':"r ['I[JZ'.'l mpart

Bulgara Serbia
import export

Efeb mmar - Bt mmay o jun mju BUD msEp moct mnov  mdec

the lssuing Body for Green Certificates (GCs

| to electricity generators from renewables. In the support

scheme there are also included small hydro energy praduced in power stations commissioned or

modernised since 2004, with an installed capacity equal or lower to 10

tide eneray, biomass, hydrogen produced from RES)

1 {one) GC represents 1 MWh (one
megawatt-hour) of renewable power
delivered to the transmission or distibution
qrid.

Transelactrica is manthly issuing GCs for
the renewable elactricity produced inthe
previous month, based on the declarations

in-between 24-42 £/GC as an incentive to
promaote alectricity generation from RES.

At the beginning of =ach year, ANRE
calculatzs and publizhes the suppliers list
which failed ta meet the GCs target basad
on the volumes of electricity supplied to

(1

MW (wind, solar, geathermal and

where registerad in the Annual Register

of RES producers: 15 wind elactricity and
14 hydro power producers forwhich
Tranzelectrica issusd 241,520,000 GCs, out of
which 13,577.00 GCs for wind, 197,751.00
5Cs for hydro and 30,192.00 GCs for
hiormass. As compared with the previous

Bulgaria Serbia Serola Ukraine Ukralne Moldavia
moort export impaort export frpart expart made by renewakle power producers for their customers. The suppliers that did years (2003, 2006, 2007, and 2008) the total
1395 % 35a 165 % 044 % 3.30 % ER each powsarunit and confirmed by the not meast the GCs target have to buy the number of Gz increased as of December,

The average level of usage for export
allocated capacity was around 40-50 % on

counterpartizs on the other side of the
border or not.

electricity diztributor After issuing the
GCs, the praducers may sell the certificates
inthe GC market (kilateral or through
QPCOM platform) to suppliers in order to
meet the yvearly GCs target, According to
the regulations, 1 GC trading price is set

Producers of E-SRE

Gz unpaid for at a price of 15 x42 &/

C to Transzelectrica. The lump sum is
shared among the netwark operatars as an
additional incentive to promote investrment
in RET/RES.

A5 of December, 2009 31 RES producers

GCs. on E-SRE Type

250000

2009 about 5 tirmes for wind and about

A timas forwater. This means that the
investrnents in RES network power units
are growing faster in Rornania leading to
the climate change reduction as well az the
importing fusl sources dependency.

avery border, excepting the border with 20000
Lkraine whers the value was 0.44 %, The Thea low lavel of usage of capacity allocated 20000
values are significantly lower for impor, Az to the market participants comslatsd EENLE
shown below, the level of usage for export with a high frequency of congestion 100000
iz significantly loweras compared to 2008 occurrence proves that new methods foran
An explanation could be the economic efficiznt usage of the axistant capacity are SO000
world crisis, which ledto lowsr exports from  mandatory. .
Romania to ather countries in the region — 4 — -
and higher uzags of intemal resources. Daily and intra-day capacity Y . vrs b e a0y it L2
The allocated capacity level of usage on ST I S <D o =2 £ o Wovater W biomas

O suctions will offer an effective i
one border and dirsction represents the T S W water W
percentage ratio between the ensrgy way of using the interconnection Producers of E SRE 2005 2006 2007 2008 2000 Nr. GCs. 2005 2006 2007 2008 2009
related to the commercial transactions, in order to meet the intraday ind = 3 3 1 13 1S wind 7 a7 89 1615 13577
notified during a menth, and the ensrgy needs of the participants water 1 4 g M 14 water 578 €67 9239 12057 197,751
related to the allocated capacity by the fioass a a o o | Biormass a o o 9 30,192
Romanian and by the neighbaring side, Solar a a o o | Salar a 9 o 9 o
to all participants, no rmatter if they have Total : 7 20 33 21 Total 649 754 10,108 13672 241520




WE LEAD THE POWER

Major Investment and Commissioning

In order to meet its mission, Transelectrica is continuasly involved in an extensive development and
modernisation program of its electric substations, transmission lines and interconnection capacities
meant to also support the new digital dispatching and market infrastructure. Implemementation

of latest state-of-l technologies and ITEC solutions aims at increasing transmission reliability
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Besides the investrment

projects already started or

under various decision stages,
Transelectrica aims at launching
new rehabilitation projects of
exjsting substations, building
new transmission capacities,
integrating the renewakle
resources — mainly wind power
—and Units 3 and 4 of NPP into
the Romanian power system and
Building a 400 kY ring for reliable
supply of Bucharest,

Major investment projects
contracted in 2009:

Fehabilitation of 220/1 10 KV Mintia
substation — contractors SIEMENS
[Austria), SIEMENS (RO) and SMART
Fehabilitation of 110 kY Brazi Vest
substation - contractors AREVATAD &
ELEC TRCMCIMATY

Modernisation of 400/220/1 10 Gutinas
substation -110 kY cables - contractors
EMEENS PROD

Replacemeant of transformar unitz in
electrical substations — contractors
KOMCAR (Croatia), EFACEC (Portugal) &
RETRASIE 5A {Romania)

Modernization of 20 kY F&l substation -

contractor ELECTROALRA

Documentations approved
for the following major
investment projects:

Rehabilitation of 4004110 KV Brasov
cubstation

Rehabilitation of 400/110/20 KV Tulcea
Vest substation

Prospects for 2010

Cngaing works for
rehabilitation of substations : Gutinas,
Brazivest, Bucuresti Sud 10 kY, Sibiu
Sud 20 kY, [salnita, Gura lalomitei,
Gadalin, Lacu Sarat, Mintia
modernization of command-control-
protection-metering in 11 substations
replacerment of transforrmer units in
electrical substains
security systems in electrical
zyhstations

Prospects for 2010 and further
onto 2012

In order to meet the requirements af
the electricity market, Transelecticais to
develop sevaral major investments ovar the
next two years regarding the strenathening
its intemational interconnection lines and
elactric substations.
+  Development of international
interconnection s:
400 kv Gadalin (RC) - Suceava
(RCY — Balti (VD CHL
400 kv Romania — Serbia OHL
related to 400 kW axis Portile de
Fier | - resuita = Timisoara — Arad
HYDC link 400 kv undersea cable
b=tween Rormania and Turkey
+  Rehabilitation of the following
substations:
4004110 kv Erazov
400110420 BV Tulcea Vest
4004110 /20 k¥ Barbosi
220/ 110 kY Mintia, Turnu Severin
Ezt, Durnbrava, Campia Turzii,
Filzsti, Sardanesti
220 KV Cetate, Cstrovu Mare
110/20 KV Suceava
+  Davelopmaent of National Powar
Grid and reinforcement of the grid
in ord er to facilitate integration of
renswables and of U3 and U4 of
NPP Cernavoda:
220 kW Ostravu Mars — Power Grid
OHL
400 kY Smardan-<Gutinas OHL
4020 kW OHL Cemavoda-Gura
lalornit=i- Stalpu-Teleajen —Brazi
Vst
Connection of 400 kV [sdaccead
Warna OHL and lsaccea-Dobrudja
OHLin Madgidia Sud substation

Transslsctrica®

WE LEAD THE POWER

Planning the
Romanian
Transmission
Grid

grid
in line
manian Poy
opment. It
sUumption at

safe conditions

Transelectrica responds for Romanian
transmission grid planning in cost efective
conditions and by informing all the
interested license holders in the electricity
ors. Every twa years Transelectrica
revises the Prospective Plan of the
Transrission Grid for the following ten years.
ThePlan is a comprehensive survey of the
operating characteristics and performances
of the electricty transmission grid and
is based on the best assessrment of the
main financial and economic evolutions,
electricity preduction and consumption
included. Upon getting authorisation
from AMRE and approval from the Ministry
of Economy , the 10 years Prospective
Plan becomes a public document. The
Prospective Plan of the Transmission Grid
for 2008-2012 with an outlook for 2017 was

already carmried out.




STranselectrica carried out 9 works to connect new customers to the power grid, completed

vorks to connect major objectives to the grid and performed 2 release site — works (for new

2ortant malintenance
second stage) and its
'_:Ifl".'l connection

Transelectrica - The Romanian Electricity Transmision Network

Coriegl
ol

Rep. of Moldova

Unghani
Hungary

Mews and Upgraded Substations
O 2001 - 2000
Q  200-2020

Ukraine

M0 KW OHL KiHinda

22 kv OHL
400 KW OHL Serbia
FEE RV OHL

New Lines 400 kY
2001 - 2008
mm 2070 - 2020 , -
ans  Undersea cable 2008 - 2025 Bedsm AP % il
seen peration to 220 kY ’ i nshegic : ke
= Increase capacity of tha Z20 kv OHL

Elactricity transmission grid

Voltage Length  number of

(kW) (km) substations
750 155 1
400 4740 35
220 4096 42
110 [only interconnection lines) 38

Grid
Maintenance

As a Transmission Cperator,
Transelectrica manages the
electricity transmission grid by
keeping the balance between
pertormance/operation, costs
(raintenance, rehabilitation,
modernization, refurbishment)
and risks (ageing, failure
criticality, impact). Transelectrica
operates 78 substations, 212

5 (36343 MVA) and
rmanages 9028 km of Overhead
Electric Lines (OHLs) at voltages
ranging fram 110 kV to 750 kY

transforrmer

Maintenance activity

Transelectrica develops the maintenance
activity based an the company's
Maintenance Assurance Program (MAF)
Transelectrica has drawn up the MAF usad
farits maintenance activity, ascoording to
the regulations of the Mational Regulatory
Autharity in the energy fizld (ANRE).

The Frogram applies to all maintenance
compaonents (technical, inancial, relational
and organizational) performed on
Transelectrica's assets, comnplying to the

technical norms and aperational procedures.

The results of the maintenance activity are
pemmanently monitored.

This Programmea is targeted towards:
Carnplying with AMREs requirsments

far license holders on the maintenance

activity, which ars regulated under the
“Regulaticn to manage and organiss
the maintenance”

Determining the strategy, mid- and
long-term abjectives, responsibilities,
requirements and their parformance
regarding the maintenance activity
within Transelectrica

Dezcriking the performance criteria in
the mairtenance fisld and identifying
costs

Gathering all data and information
needad to comply with tha reporting
requirements to AMRE, as determinad
under the Procedure to draw up the
financial report’ respactively in the
‘Procedurs to draw up the annual
report’

Drawing up, izsuing and updating the
regulations, procedures, instructions,
prograrmmes, technical shests specific
to activities and/or felds of power grid
miaintenance

Determining the specific conditions
to be included in the contracts with
antities providing maintenance
SErVICES,

Several maintenance works were conducted
in 2009 at substations and overhead electric
lines in order to increase the efficdency of the
inspection and overhauls, raticnally use the
fundz and cormply with the nomns.

In 2009, netwaork overhauls projects wers
carrisd out for 220 KV Craicva Mord-Turnu
Magurele, 220 kY Pectiz-Mintia, 220 kV
Ur=chesti-Sardanesti, 220 KV Sardanesti-
Craiova Merd, 220 KV FAl - Suceava CHLs

as well as services for overhzad lines

miultiz pectral inspection. & multicricerial -
based strengthening program was carried
out for the towers under damage. Overhauls
werz devaloped within the 2200110 KV
substations of Stuparei, Baia Mara 3, FAl
Turru Magurele, Pestis, Gheorghieni,
Further to analysing the failure ratss and
maintenance costs, we found out that
Tranzelectrica has recorded a significant
improving trend since 2002, due toan
efficiznt maintenance program.

Service level vs. Maintenance costs evolution
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Planned maintenance works
for 2010

For 2009 Transelectrica envisaged the
following maintenace program:

Ongeoing overhauls works are to be
conducted for the overhead electric lines
of 220 kV Portile de Fier-Cetate, 220 kY
Fartile de Fier ~Calafat, 220 kV Bucuresti
Sud - Ghizdaru, 220 kY Baia Mare 3 - lemut,
220 kY Lotru-5ibiu and for strengthening
the 220 k¥ Gutinas- Dumbrava, 220 K Brazi
Yest -Fundeni, 400 kW Urschesti-Domnesti
electric ines. Completing the ai-borne
multi-spectral inspections and the night-
time light beaconing of line towers will be
also considered. Cverhauls for 2207110 kY
substations of Gheorghie, FAl, Baia Mars 3
and Pestis ars to be also carried out in 2010,

The rehabilitation programme will continue
vy replacing the equipment to which
systermatic faults have been recarded that
produced a great number of accidental
events (replacements of circuit breakers
with the related driving mechanisms). &
new concept is being designed in arderto
improve the maintenance activities that will
b= implementad in 2011,

Failures reduction

Safe operation of the Romanian transmission
grid requires the permanent ohservance

of the reduction in failures' number. The
number of failurss is shown in the figure
below:

Menticn should be made that lately we
have increasingly faced particular severs
metsorological phenomena, exceeding the
dimensioning conditions initially taken into
account (e.q. in December in the Dobrogea
region); therefore measures will be soon
taken together with our consultant in crder
ta enhance thoss lines

New technologies

Transelectrica aims at providing a high technical level in the
equipment, operation and development fisld for the transmission
grid by implementing state-of-the-art technical solutions fo

new equiprment -.|I-.1I_'JI ams and T.-.'l.'|'||'ll-2|' les used for maintenance
Diagnosis is arrived at by using thermography, live work and live

inspection of OHL from helicopter and registered systems in the

visible, LW and infrared spectres etc

Mumber of incidents in 2002 - 2009
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Our people - our value

Respect for our people

Transe

Transelectrica’s staff composition on
December 31, 2009 according tothe
aducational level:

Employee safety and security

Funds allotted through annual labour
safety & security programs per one employee

By observing the safety and security
norms, the number labour accidents
steadily decreased and since 2004 no
labour accident took place.

Risks were permanently analysed and the safety

of facilities, procedures and working methods are
constantly improved. However, two traffic incidents
occurred in 2009 which resulted in temporary labor
incapacity.

s, contractors and collaborators is a top pricrity for Transelectric

e h:pr on improving odr facilities and raising

Expenses with in the safety and
security programs

1000

Average qualitative and quantitative
indicators in Transelectrica
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sam# excallent safety lavel for 2010 as well.

HMO7 127

6 o o o 0

2002 2003 2004 2005 2006 2007 2008 2009
days of work Inabllities

WE LEAD THE POWER




Recruitment

Major efforts wers mads in 2009 in arder

to attract the best ermployvess. Thus,
partnerships with the Politshnica Univeristy
are concluded according to which the best
final —vear students from the University
Politebinica ars assisted by Transelectrica
and are grarted schalarships for the final
years, pravided that they are to become
Transelectrica’s futurs employess.

In 2005 Transelectrica recruted a number of
138 emplavess and the recruitment of new
and qualified employees is anaging

Company visits and
educational practice

In 205 Transelectrica organised =ducational
practices was arganiz=d for t=achers and
technical school students in Transelectrica's
glectric substations. The students had the
oppartunity to learn and gain experience
about the aperation of the power system
and b= acquianted with the operational
activites developed by the company.

Training

Transelectrica’s training programs ars meant
to improve the expertise and skills of our
employess.

In 205 training programmes in the
country and abroad wers crganised for

our executives and the staff invaolved

in accounts and finances, labaour safety,
audit, environment, quality, management,
communication, purchasing, electricity
development market, capital markst,
development of the power system. We wish
our people be acquainted with the best
practices in order to face all the challenges
ahead.

When new and voung employees are

hired, they are are aiven all the necessary
infarmation on the company’s crganisaticnal
culture and special training sessions are
organised either within the company ar
though our subsidiary - The Vocational
Center ‘Formensmg’ one of aur suksidiaries.
Thus, aur employees can attend a largs
variety of training courses, from technical to
[T PR ar foreian lanauages ones.

During 2009 the study on ‘Evaluation and
measurss identifying and making efficient
the managerial perfarmance within
Tranzelectrica 54 has besn continued

Far 2003 the study placed the emphasis

mainly on:

a. Detecting the elite ermployvess with trues
|eader akilities and their getting loyval by
creating s=veral long-termmn carser paths,
as itis known that the added valus of an
organisation comes from its human capita

b. Cevising recruitment, selection and

development system for managers

and emplovess, grounded bath an the
individual’s ability to develop one'’s strong
points, talent, relationship capakility,
cammunication and team work and on
one’s professional competences

.Amproving the oroanisational culture

{initiating a process of organisational
change) - the human resources issues -,
since the study’s comparative results of
2007-2008 have revealed an unchanged
crganisational culturs,

al



Respect for
environment
and society

Sustainable development -
electricity generation from
renewables

Transelectrica has also to face the new and
major challznge brought about by the
current change of the generation mixand
wind farm penstration, paricularly. The
Company has to =nsure renewable snergy
resaurces for the new greenfisld projects,
and also the adequate connection to the
transmission grid.

The requiremnents to connect all the
declared project in the pipeline, 14200 MW
in wind farms, will have a major impact in
reshaping the electricity transmission grid,
providing the adequats systemn services and
in planning power system development. In
2009 a numberof 15 wind generators of 2.5
I were installed in the southem part of
the country {Tariverde substation) which are
to be commissicned early in 2010,

Transelectrica aims at creating a strong

and reliable infrastructurs grid to facilitats
a sustainable growth, willing to integrate
the renswable rescurces into the Romanian
power system in orderto maks it mest the
ELl [=gislation and national strateqy.

The Ramanian energy market is still
providing sxcellent oppartunities for
companies in the sector, The establishrment
af green power markets and the recent
attention to national ensrgy security are
contributing to recent achievements in
renswable eneray. Trusting in the present
and future of “green energy”’, we have to do

the hard business talk with the Government
and the Regulatory Authority to find and
apply the optimum package scluticns
including decent, but healthy raise of the
transmissions tariffs to correspondingly
develop the transmission network.
Tranzel=ctrica is, neverthaless, awars that itz
support to the ‘green energy” is eszential.

Environmentally friendly
solutions

Tranzel=ctrica’s environmental policy is
basad on the sustainable developmeant
principle by mitigating and monitaring the
pollutants and by the reazonable uss of the
natural resources.

Cine of Transelectrica’s main

challenges is to develop

and strengthen its powel
transmission infrastructure

ancl m _1L|—j- IT CorT ||j'-._1T||j'-|v—_' '-,','IT||
preserving and protecting the
natural environment in respect
for the environment, nature and
socCiety

As power lines have an affect upon
peoples residential and local envinoniments,
Transelectrica has been conducting long-
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term efforts to reduce the envircnmental
impact of its opsrations.

In 2009 the main goals of Transslectricas
environmental policy considersd the
implementation and continuous
improvernent of a madern environmeantal
rmanagament system, according to

152 14001:2004, and the mitigation of
the environmental grid impact on the
environment and health (peaple, air, soil,
water, flora and fauna), within national
and BEuropean narms. In arder to confom
to the environmental legislation we kept
on getting the environment canification for
non certified electriclines and substations
and to get the environment agresment
for construction-mountage projects. The
licensing rate in 2009 was 93.8% .

The modernisation and rehahilitation works
carried out by Tranzelectrica are based on
the latest state-of-the-art technologies
which prevent pellution and mitigate tha
adverse environmental impact.

Downsizing the number of faciliti=s using
oil a5 a dielectric means, implementing
water-oil separators in the rain drainage
zystam, zealing the retention tanks of the
autotransformers, constructing concrete
platforns akle to taks over the oil lzakage

100 ag8  9He
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icensing rate (%)

lead to mitigation of the environmeantal oil
contamination risk

Monitzring the 5Fa leakage at equipment
and replacing the obsolete back-up Diesel
units with new ones of Buro 3-4 type ars
rmeasures taken to contribute to air and
climate protection.

Im 2002 Tranzelectrica continued to take
rmeasures to improve its environmental
performances by assianing concrete tasks,
by carefully managing the wastes resulted
fram the retrofitting and maintenance
activities and by pericdically monitoring the
environmeantal factors,

Special attention iz given by Transalectrica
to bio-diversity protaction and conservation
by Bnding aut friendly solutions and taking
the appropriate measures to mitigate power
arid impactupon  natural fauna and flara.
Reducing and/or eliminating the magnstic
and electric field effect on the population/’
neighbours, by cbzerving the national and
European legal provisions (5 kKVYm and

1.0 T respectively) is another concern of
Tranzelectica in order to protect human
safety and h=alth,

Environmental Impact Studies and
Environrmental Management Plans

within the rehabilitation/madernisation
projects of elactric lines and substations
were developed with due consideration
of environmental impact mitigation, by
monitaring the environmental factors and
related costs,

In 2009 the expenses for the
environmental protection
amounted to Lej 8,432,338

laboute 2 M)

Quality management

Harmonization of the naticnal regulations

ta the European and international cnes

iz a must for Transslectrica. The specific
processes of the company are continuously
monitored and audited by specialised

the personnel and by protection and
automation systemns. Mon-compliances
identified during the equipment cperation
are registered and promptly solved, further
ta the analysis of their causes. Whenever
necessary, comective actions are provided

in order to prevent their reiteration. The
documentation and policy on the integrated
management system-guality, environment,
health and vocational security ars annually
reviswed and concrete targets ars set for
the omganisational units. In 2008 | based

on the re-certifying audit, the certification
authority SEAC renewed the certificates
confirming the compliance of the integrated
management system — quality, environment,
h=alth and vocational security with the
requirements in the internaticnal standards
SR EN 150 50012001 {150 9001:2000), SR EN
[SC 140072005 (150 14001:2004) and OH5AS
180012008 (OH5AS 18001:2008) declarsd as
applicable

Respect for society

Giving full consideration to the development
of a responsible and sustainable society,

the Company gets involved in solving the
social problems of the community and

pay attention to the society's interasts,
getting responsible towards its employess,
shareholders, community and environment
with a view to provide financial sustainability
ta a sound enterprise,

The Company s vision in this respect aims

at promating the naticnal values as well as
the innovation, team spirit, the respect af

divarsity and commitrment. The Campany’s
choice was to involve in art and culture,
education, humanitarian aid and society
development. A success story has been
“Transelectrica invests into tha futurs’
which constituted a trus challengea for the
Carnpany.

Sustaining the educaticnal procesz has also
baan a priority for Tranzelectrica in the last
thres yaars, Keeping on the zame ling, in
2003 Transelectrica offered financial suppaort
to refurbish the electrical and automation
part in the Laboratory of the Power
Enginesring Faculty from the University
Falitehnica of Bucharest, the place where
our futurs power experts will come from.
Curattention went also to children in rural
ar=as, who leam in schools with limited
financial rescurces, In this respect we
modernized, rehakilitated and proparly
endowed the schocls in- village Folza (Timis
county), village Vartop (Dalj county), village
Vidra (Iifov county), Educational Group of
Durnbraveni (Suceava county). Repairs and
painting operations ware carried out for
the clazsnooms, furniture, air conditioning
facilities and IT equipmant was provided.
The beginning of the scheol year has
brought children happiness in theze
schools, but also a great satizfaction to all
those involved in the project.




TSO -The European
Dimension

2009 was extremely important for the TS0
cooperation within Europe, considering
that the new professional association -
European Network of Transmission System
Operators for Electricity (ENTS0-E) entered
into force . ENTSO-E aims at enhancing
European electricity market integration,
while ensuring the operation security

and reliability and the integration of the
renewable energy resources. The major EU
legal event was represented by the Third
Legislative Package adoption (Directive 72
and Regulation 713 and 714).

Transelectrica, as a member of the

new set up association ENTS0 -E,

was actively involved not only in the
process development, having appointed
representatives in the five Work Streams
created to prepare the Article of
Assodation and the internal regulation
of the new body ENTSO-E, but it is also
represented in the ENTS0-E General
Assermnbly, Board of Directors and the Three
Committees (SDC, SOC and MC). Within
this general framework, Transelectrica
received very important responsibilities
within the Regional Group - East Europe
(SEE) considering the nomination of the
Carwener of SEE | operating under the
Market Committee.

A veryimportant project developed by
ENTSO-E (50C ~Continental Europe) is the
synchronous interconnection of Ukraine
and Republic of Moldova to Continental
Europe. The project is coordinated

by Transelectrica, whose team made
important efforts to prepare and ensure
all the necessary documents in order to
conclude the Consortium Agreement, the
Collaboration Agreement and the Service
Contract.

Transelectrica is honoured to be the leader
of other eight European TS0s Consortium
{encompassing ELIA - Belgium, CEPS -
Czech Republic, AMPRION - Germany,
TRANSPOWER —Germary, MAVIR-Hungary,
TERMA-ltaly, PSE Operator-Poland, JP EMS-
Serbia) in order to achieve this study.

Cooperation with European
T50s

Transelectrica keeps on developing the
cooperation activities, experience and
know-how, exchange technical assistance
with traditional European TS0 partners
such as TERMA - Italy, RTE-France and
VERBUBD APG-Austria.

Regional cooperation

In 2009 Transelectrica’s international
cooperation was also focused on enlarging
the bilateral cooperation with the
neighbouring T50s, as follows as:

«  Transelectrica and MAVIR-Hungary
signed the Agreement for bilateral
Coordinated Allocation of
Interconnection Capacities which
was enforced starting with Movember
2009

«  Transelectrica and ESO-EAD- Bulgaria
signed the Agreement for Bilateral
Coordinated Allocation of the
Interconnection Capacities, enforced
starting with April the 1st, 2010

«  Transelectrica and ELECTROMREZA
SRBJIE-5erbia prepared all the
documents and necessary framewaork
for the signature of the Agreement
for Bilateral Coordinated Allocation of
Interconnection Capacities.

Cooperation with Republic of

Moldova

«  Transelectrica continues to support
Maoldelectrica’s efforts to join the
ENTSO-E power transmission system

+  The Ferasibility Study for 400 kV OHL
Suceava-Balti has been concluded

+  Transelectrica delivers techmical
assistance and know-how to
Maldelectrica

Cooperation with TEIAS-
Turkey

In 2009 Transelectica and VPC-Vattenfall
{Sweden) signed the Feasibility Study
Contract for the HYDC Undersea Link
Romania — Turkey. The Feasibility Study
15 In progress, being scheduled to be
complete on the first half of 2010.

Cooperation with Russia

Within the general cooperation framework
launched by the Ministry of Economy,
Transelectrica initiated and held bilateral
discussions with INTER RAG-UES Russia in
order to identify and develop new areas of
mutual interest.

International affiliation
Toenhance the global dimensions,

Transelectrica plays an active role within
the international organisations and

professional associations it is affiliated to,
narmely: CIGRE, Edison Electric Institute,
LST, WEC.,

CIGRE iInternational Council on Large
Electric Systemns) is one of the leading
worldwide organizations on electric
power systems, covering technical,
economic, envirenmental, organizational
and regulatory aspects. Transelectrica
has a great number of experienced CIGRE
members who are involved in facilitating
and developing the exchange of
enginesring knowledge and information.
They are also meant to add value to the
knowledge and information exchanged
by synthesizing state-of-the-art and
world practices, making the managers,
decision makers and regulators aware of

the synthesis of CIGREs work in the area of

electric power, Transelectrica’s specialists
contributed to the development issues

an Power system planning and operation,
design, construction, maintenance,
telecommunication equipment and
information systems.

A concrete contribution of Transelectrica’s
specialists consist in their readiness to
participate with eight scrientific papers in
CIGRE Session to be held in August 2010.
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Transelectrica’s Shares

Similar to 2008, the overall development of the companies listed
on the Bucharest Stock Exchange was determined by the foreign
capital markets and the international financial crisis. Thus the
recovery of global markets generated positive outputs for BSE as
well, and compared to the drops of 2008, in 2009 the Romanian
capital market registered an important come-back, however
without fully recovering the previous losses.

The stock exchange capitalisation of the companies listed grew

Source: BSE, Transelectrica processed data

by 75% in 2009 to 80,074 mill. Lei, while the transacted amount
dropped by 26% to 5,083 mill Lei.

In agreement with the market, in 2009 the development of
Transelectricas share was increasing: the value of TEL slighthy
increased from 11.3 Lei (Jan. 5th) to 13.5 Lei (Dec. 24th) by
19.5% (24 dec/5 lan); at the same time however, the BSE
indexes appreciated more significantly- by 57 2% the BET and
respectively by 64.0% the BET-NG for utilities.

Relationship with the investors and analysts

In 2009 Transelectica's wekb-site was restructured and the page
related to “Relationship with the Investors and Financial Beports”
was improved such as to become a useful intuitive instrument and
provide targeted information to the interested persons,

According to the Financial Communication calendar of 2009,
notifisd at the beginning of the vear to the Bucharest Stock

Exchange, Transslectrica has complied with its notified obligations
of periodical reporting, Besides the two scheduled meetings with
the financial analysts, brokers and investors, on March 27th and
September 4th, to submit the 2008 annual results and respectively

the serni-annual ones for 2002, there have also been reunions with
analysts and investors upon their request, as well as participations to
investors conferences inview of introducing the Company, its results
and projects.

The Company's evalution an the capital market was systernatically
monitered in 2009 as well by a series of 1 | Companiss, whose
analysts provided their own clisnts with complex analysiz reports or
they provided recommendations to irvestars about the investrments
in Transelectrica’s sharss.

Company Analyst

Contact ‘

Alpha Finance Romania

dmandm@alphabank.ra

Banca Comerciala Romana
BRD-Groupa Societe Genarale
EFG Eurobank Sacuritias SA
ING Bank - Equity Markets

Intercapital Invest

KBC Securities Romania
Piracus Bank

Raiffeison Capital&investment
Unicradit CAIB Securitios
WOOD & Company

Daniela Mandru - Senior Financial Analyst
Mihai ulian Caruntu — Head of Capital Markst Ressanch Departrment

Flarin Hantila — Equity Analyst, Rezearch Departmenit
Sirmona Crutu — CRS, Financial -ﬁ.nzglyst
Flarir llie - Director, Capital Markets

Micoleta Hurdus - Financial Analyst

Andrees Gheorghe - Director, Analysis Department
ol — CR&, Equity Analyst

Camil Apostal — CRA

luliana !

Carmen

Lucian Albu

anu — Analyst
Arzzne — Senior Analyst
Cridiu Fer — Equity Analyst

ETEBA Romania initiated the monitaring of Transelectrica in Manch 2010,

SHAREHOLDERS

Im 2009 there no change occurred in the shareholders’ synthetic

Property fund
13.5%

mihaiiulian.caruntu@bcro
florin.hantilagbrd ro
scnitu@efgeec o

florin. ilis@ing.ro

nicoleta hurduca@ing.ro
andreeaghecrgha@intercapitalro
lucian.albulescu@k besecurities ro
camil.apostol@piraeusbankro
luliana-simona.rmocanu@zhboro
carmen.arsene@caib.unicreditgroup.eu
ovidiuferawood.cz

Source: Transelectrica
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2006 2280/2208 3380912 2280/2208 34501010 5447209 2,477.65
2007 3600/03.01 4000/21.12 303042311 4230/07.05 7404 351 2,932.13
2008 38E0/03.01 NMDO/2302 109072710 3230/04.01 6,997 259 806.33
2009 1130/0501 1350/24.12 B.55/17.02 14.70/11.08 49797438 989.59

structure and none of the shareholders became a significant ong,
namely the 5% threshold was not exceeded.

Shareholder 01.01.2009 31.12.2009
Romanian state 54045781 54,015,781
“Proprietatea” Fund 9.895212 9895212
Others (below 5%) 9,392,149 9,392,149
TOTAL 73,303,142 73,303,142

736882
13.4990
128127
100.0000

MEF
737 %



DIVIDEND POLICY

The distribution of the Company's accounting profit remaining
after the proft tax is done in accordance with 30 no. 84/2001
regarding the profit distribution within national and trading
companiss with full or majority state capital, with the OMFP no

| 28/2005 regarding certain accounting regulations applicable to
economic agents, and with OMFP no. 14472005 regarding approval
of the Specifcations fior the detemination of amounts included
in the profit distribution according ta GO no. 64/2001 regarding
the profit distribution within national and trading companies
with full or majority state capital, as well as to autonomous regies,
approved with amendments under Law no. 7692001, with later

The history of dividends paid by Transelectrica is as follows:

amendments and additions.

Transelectrica pays dividends fror the net preft to be distributed
far the previous financial year anly when the annual Ainancial rasults
have b==n approved by the General Mesting of Sharehalders.

2007 2008 2009

Met profit {Let) 52043832 41,943077 6,769,439
Dividend distributed {Lei) 26,389,131 21,990,943 3,665,157
Effective distribution rate 51 % 52 % 54 op%
Dividend per share (Lei) 0.34 0.30 0.05*%

*propessd for 5GA approval

Year Dividend per share Registration date Date of ex-dividend Payment date

[Lei, gross)]
2008 030 May 18th, 2009 May 14th, 2009 Aug 17th, 2009
2007 0.36 May 15th, 2008 May 13th, 2008 Jun 25th, 2008
2006 147 May 14th, 2007 May 10th, 2007 Aug 25th, 2007
In accordance with the Decdisien of the General
Meeting of Shareholders of 29.04.2009, during
2009 the payment of dividends for 2008 and of
the historical ones unpaid was achieved by mesans
of a payment agent (BancPost)
On 31.12.2009 the status of dividend payment was as
follows:

Mot Payed Mot Payed Not Payed
735,494 351,574 480,107
0.7 % 1.4 % 2.2 %
Payed Payed Payed

104,275,842 25,241,467 ' 21,155,920

99.3 % | 98.6 %

on

2006

R

97.8%

2007 2008

PROCUREMENT OF OWN SHARES

In 2002 Transelectrica made no transaction with its own shares, &t the 2nd of 2009 the
Cempany held none of its own shares and none of Company’s subsidiaries held shares in
the Company.

ANNEX

FINANCIAL COMMUNICATION CALENDAR 2010
: Event Date

P Annual financial results preliminary for 2009 February 12th, 2010 (Friday)
R&5 - individual, non-audited

P Publication of annual financial results for 2009 March 25th, 2010 (Friday)
R4S — individual and IFRS - consolidated, non-audited

P Meeting with financial analysts, placement March 25th, 2010 (Manday)

consultants, brolkers and investors to submit

the 2009 annual financial results

P Shareholders’ General Assembly to approve April 29th, 2010 (Thursday)
the 2009 annual financial results

P Annual financial results for 2009, approved
R&5 - individual and IFRS - consclidated, audit=d

April 22th, 2010 (Thursday)

P Finandal results for the 1st quarter of 2010
R&5 - individual, non-audited

May 14th, 2010 (Friday)

P Financial results for the 1st half year, 2010
R&S - individual, non-audited

August 13th, 2010 (Friday)

P Financial results for the 1st half year, 2010
IFR% - conseolidated, audited (limited revision)

September Tth, 2010 (Tuesday)

P Meeting with financial analysts, placement
consultants, brokers and investors to submit
the financial resuits for the first half-year 2010

Corporate Governance

Curing the difficult times we

{are now passing through,

besides its two major roles -

{the technical one (Romanian
power system safe and reliable
{operation at quality standards)
~onomic one (praviding

profit for shareholders), it is high

land the &

- [time it should assume a new and

maore visible role, focused on
responsibility and ethics, towards
a better positive Impact upon

Community

| The Comparty considars that reinforcemant
of itz business environment can be done

| appealing to strat=gic activities on energy
policy at naticnal and Eurcpean lavel, and by

| assuming sound and sustainable values.

| These ohjectives to better approach the
responsible attituds met ako the decision
of the Bucharest Stock Exchange, which in

| January 2009 approved the Code of Corporate

| izavernance far the trading companies whaose

| financial insturments are transacted on the
r=gulated markst operated by the BSE”
In Decernber 2009 “Transelectrica’s Regulation
of Corpomte Govemance “was issued

| and approved by the General Mesting of

| Sharshalders. The decurnent shows how the
Cormpany understands to adopt and apply the

Seprember Sth, 2010 (Thursday) best corporate governance principles and the

B5E Code recommendations. The regulation is
| apublic one and iz publizhed on Transslectica:
| web-site wenw transalecricar

P Financial results for the 3rd quarter of 2010 Movernbar 11th, 2010 (Thursday) | A5 we are aware that one of the rmain rights of

R&5 - individual, non-audited

Source: Tranzelectrica - Financial Calendar 2010

F&5 - Romanian Accounting Standards
IFR% - International Financial Reporting Standards

| sharshaldzrs is that of being kept informed
in an eqgual and fair way, Transelectrica has
created an easily accessible section entitled

| “Relaticnships with the Investors and Financial
Reports”on its web page in omder to offer
relevant information in real time to its

| sharzhalders.
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Consultative
Committees

Three consultative committees operate under
the direct guidance of the Board, each of
them having three members appointed from
among the Board members, The Committees”
Regulations are published on the site www.
tranzelectrica.mo - Relationship with the
Investors and Financial Reports / Corporative
Governance, During 2003 the Audit Committes
met three times, notifying the Board thereof,
while the Rermuneration Committes and the
Consultative ane for energy security and
protection of critical infrastructure met six
times and notified the Board accordingly.

internal circuit and th
d =nts and inf

Board of
Directors

Im 2003 Transelectrica’s Boand of Administration
was made up of 7 members, who met 12 times,
one meeting per month,

The meetings are chaired by Mr. Adrian Baicusi,
director general of Transelectrica and chairman
of the Board, The Board structure is grounded on
diversity, capabdlities, gualities, experience and
complementary professional knowledge. Members
have been selected in transparent manner, with
observance of legal provisions in force.

The Board members permanently improve

their expertize by trRining courses in comporate
governance and capital markets

When they are notified to the Company

in accordance with the applicable legal
provisions, the transactions of invalved
persons are published on the web site waw.
transelectricaro — Relationship with the
Inwestors and Financial Reports / Corporate
Governance.

Participation in Board meetings according to the
number of reunions from the total number of
attended meetings and the eligible ones, as well
as the changes ocoumed in the 2009 structure ane
shown next:

=
o
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Adrian Baicusi (chairman)
Alexandru Sandulescu

Cristian Ene-Corbeanu

Florin Marza
Gheorgha Saculici

Changes in 2009

February

WE LEAD THE POWER

Attendance

1
12



WE LEAD THE POWER

Executive
management

Mrs. Maria lonescu, Economic Directo . Marian Flerea - Dir i . George Visan - Di
re th C 2. Dan Preotescu - Manag 2. Manan Cernat -
) ions from th nian .. Octavian Lohan - D=puty Ge 3. loan Diaconu - [
a, ispatchi ) 3 : includes the . Dan Romanescu- rires 4, Camelia Stroe - °
th April ompany partrm artme . Veronica Crisu - ina . t ing . Sorin Pispiris - C
a new organisational structure that  « ational Lnit — Mational P . inance, | ing ; Stefan Marin - Chief
y ; Florin Balasu - [ ) ction ang omatio 7. Raducu Fediuc -
partrm i d . jects . Office, &  Florentina Raducanu - y ) Adrian Vilciu - Gane
e the parformance iz y =nt : . Alin Vladulescu - Hea
corntracts. . : atio 5 . ial Dlirector, : i - Chief Ins . Elena Ratcu - I\
rning and 5 cquired over 15 years Razvan Purdila - D rtrate ital Marksts a . Maria lonescu - Fina
ompartment: t te trad omai i Int=rnational ) . Mihaela Maciuceanu -
includes the follo

Edministrati

e



Transelectrica’s subsidiaries

Transelectrica has six branches whose sole shareholder it is. They are created as
independent commercial companies:

lrlll-"l"llll'l'1l' "W
- provides maintenance services for the
electricity transmission network and for
slectricity distribution grids, preventive
measurameants incuded
renders consultancy, design and production
of various iterns specificto the lectric
sguipment

Transelectrica’s
branches

Tranzelectrica is organised in 8 Transmission
Fegional Branches covering the whals
Fomanian territory, According to the map
below, Tranzelactrica’s branches ars located
in Bacau, Bucharest, Cluj, Constanta, Craicva,
Fitesti, Sibiu, Timizoara. Their mission is to
operate, modsrnise, maintain, plan and
develop the power transmission grid in the
region they belang to

Location of the 8 Transmission branches on
Romania’s map

IT and communication services
- provides [T and telecom ssrvices for the

servicss in regional markst SEE-CEE

parent company and sectorspeciiic services - provides markst administration according

for the domeastic ibemlized telecom miarket

tothe provisions of the electricity market
commercial code

- establishes the unconstrained merit arder
of the dispatachable generating units
by ardering them on levels of cpower
depending on the bidded price

- establishes the payment rights and liabilities
for the market participants in compliance
with the accomplished transactions

STCLW
STBACAU
STSIBIU
STTIMISOARA
STPITESTI STCONSTANTA
STBUCURESTI
STCRAIOVA

FORMENERG

- provides professional training for the power
sectar personnel

Transelectrica also owns the
+|-_—-'T| ICITY meterin o] |j-| Al .-_| |
OMEPA. Taking into account the
dynarmics of prower transaction
in a liberalised market systerm

il 1= I-_—.,-|| fime T-:|'-_'-i neter 18]

of transited energy with high
sccuracy has become a strc ng
prerequisite. These activities

sre developed by Transelectrica
through OMEPA, the Metering
Operator for the electricity
transited on the wholesale

mark et

- provides business res=arch and technical
assistance services tothemnal power
plantz glectric power substations and
electricity networks

Bacau Transmission Branch

Cirector: Stefan Tikuliac

41 Qituz str, Bacau, cod a00266

Phone: 0234207 1 20; Fax: 0234/517 456

Bucuresti Transmission Branch

Cirector: Dorin Voicu

14 Stefan cel Mare av, sector 1 Bucuresti, cod
(R IE

Phone: 0217201 62 15; Fax: 021/317 23 00

Cluj Transmission Branch

Cirector: Rares Rusu

27 Mermorandumului str. Cluj, cod 400114
Phone: 0264/405 505; Fax: 02647405500

Constanta Transmission Branch

Cirector: Teodor Stoenescu

195 A Alexandru Lapusneanu blvd, bloc LAY
1, Constanta, Cod 900472

Phone: 02417607 505; Fax: 02417607 550

Craiova Transmission Branch
Cirector: lon Mearfu

& Brestei str., Craiova, cod 200581
Phone: 0251/307 100; Fax: 02517307 108

ICEMENERG SERVICE

— provides ssryvices inthe figld of  electricity
distribution equipment and control devices
for ensmy equipment.

Transelectrica’s Transmission Branches

Pitesti Transmission Branch

Director: Mihai Budan

25B Fratii aolesti str, , Pitesti cod 110174
Fhone: 0248/607 200; Fax: 048/607 203

Sibiu Transmission Branch

Director: Stelian Alexandr Gal

3 Corneliu Coposu str., Sibiu, cod 550245
Fhone: 0262/207 111; Fax: 026%/207 101

Timisoara Transmission Branch
Director: Micolas Chioza

11 Piata Romanilar str. Timisoara, cod
300100

Fhone: 0256/294 550; Fax: 02567219 953

OMEPA Branch

Dirsctor : Adrian Rusu

13-15 Hrista Botey str, Bucharest
Phona 021/2035771; Fax: 02172035756
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Company
profile

Transelectrica iz the Romanian Transmiszion
and Systern Cpearator (T30, It manages and
operates the electricity power ystem and
transmiszion grid, providing tranzsmission
services for electricity transactions amang
Central and South - Eastern countries.

[t ensurss electricity transmission from
generators to the large consumers
connectad to the grid, manages powsr
system and whalesale electricity market
operation, grid and market infrastnicture
development and guarantess a regulated
third party access to the Romanian
electricity transmission network under
transparent, non-discriminatory and fair
conditions to all market players.

Transelectricas main processes are adequacy
of the transmizsicn grid, power system

Transelectrica — a

Responsihility for operational
safety

Trans=lectrica is responsible for the technical
and operational management of the
Fomanian power systermn and ensures its safe
and stable operation. Cne of its main tasks is
to guarantes electricity =afe transmission and
dispatching throughout the country, 24 hours
from 24 hours, 2685 days’ vear. It continuously
manitors the balance of production and
imiport vs, consumptions and exports within
its control arsa. As electricity cannot be
stored, electricity demand should be instantly
met by electricity generation injected into
the grid. Transelectrica manages power flows
through the arid, guarantees continuity and
security of electricity supply in Bemania and
maintains grid reliability.

reliable and zafe operation, support of
op=n liberalized electricity markets.

The Company operates according

to the Electricity Law and under the
licences awarded by the Government, ie:
transmission and syst=m opsrator licences,
electricity transmission arid code, electricity
whaolesale metering commercial code,
commearcial cods

Transelectrica develops its
activities in accordance with

its strateqgic documents: Ten
Years Business Plan, Ten Years
Prospective Plan of the Romanian

transrmissicn grid

Tranzelectrica comprises & legal subsidiariss
{Opoom, Teletrans, Smart, lcemeneng,
lcemenerg service, Formenerg), &
transmission branches in Bucharest, Bacau,
Cluj, Constanta, Craiova, Pitesti, Sibiu,
Timizoara and one metering branch, Omepa.
The Company, which employs 2.200 people
together with itz 3 branches, has been

listed to the Bucharest Stock Bxchange since
August 2006,

responsible company

Responsibility for electricity
transmission

Tranzel=ctrica responds fior electricity
transmmission between two or more network
points, with dus observance of continuity,
safety and quality narms. This service is
done on madium, high and extra high
voltage power grid over itz 9028 km of
overthead electric lines and through its 738
electric substations, at voltages of 110, 200,
400 and 750 KV, The electricity amaount far
which transmission services are provided is
the ans introduced intoftaken from network
nodes by the end-user of tranamission
SErvices,

Responsibility for the
environment

One of Tranzelectrica’s main challenges

is to develop and strengthen its power
transmission infrastructure and make it
compatible with preserving and protecting
the natural envircnment. In respect for

the envircnment and the sustainable
development, Transelectrica is permanently
concerned to minimize the impact of

its facilities upon the envinonment and
develops projects for the integration of wind
energy sources at the national level,

Responsibility for grid
infrastructure development

Transelectrica manages the reinforcemeant
and expansicn of the transmission
infrastructure, with the latest technologiss in
the field, in order to increase its cperational
reliability and transmission capacity,

while also obsarving the ervironmental
requirements. The already completed
investrment projects in the power
transmission grid and those in progress ars
focused on components and subsystems of
anintelligent power infrastructurs.

Among the projects completed since
Transelactrica was set up in the year 2000,
there are 17 rehabilitated and modemized
electric substations, 1internaticnal
interconnaction electricline between
Remania and Hungary (Arad - Nadab -
{Dradea) - Beckescsaka), | internal electric
line iGutinas-Bacau Sud-Roman Mard-
Suceaval, 7 substations of 2207110 kY  within
the project for modernizing the command-
control-protection system for 11 subsations
and alsa a great number of facilitiss
belonging to the investment project for
rehakilitation and modernization of the
transmission — dispatching system (EME-
SCADA, optic fiber, metering components).

Operations income
EBIT

Total revenues
Total expenzes
(aross profit

Basic and diluted earnings per chare
MNurmker of employsss 31.12.02
Geographical length of netwark in km
* LeivEura rate exchanae

Responsibility for market
operation

Responsibility for
people

Transelectrica is responsikble for and
coordinates the propar operation of the
powver systemn and whaolesale electricity
market. Itis the unique operatar that
provides electricity transmission, power
systemn ops@tion and electricity markst
services (thnough its subsidiary QPCOM).
These activities are performed according
to the Regulator izsued licenses, applying
regulated tariffs that allows non-
discriminating and fair access of all market
participants to the netwark, with no ather
additional revenues. The rmain revenus-
producing activities of Transelectrica are:

electricity transmission servics

system service (operaticnal

management service for the Romanian

powwer systern)

market administration servics (through

CPCOM)

2,551,049 o0z 484

95516 23323
2,574,548 608,33
2,562,833 06,129
12,113 2865
25 0,08

2200

42282

People are Tranzselectrica’s more valuable
asset, The team of 2200 employess,
mativated by professicnalism, passion and
dadication, fully awarad of the social valus
af their wirk, are continusaulsy striving to
create mare added valuz to the Company.
People are generating tangible valles
which can bz measured by economical
and fAnancial performance ta the direct
benefit of our shareholders, as well as
intangible values, measursd by the sthical
commitment and better practices of
corporative governance to the benefit of
ours stakeholders.

Responsibility for
society

Transelectrica makes its contribution to
the development of a sustainable socisty
and is involved in the social problems

af the community. Transelactrica gives

full consideration to the social interests
and is responsikle for its employees and
shareholders, as well as for community and
environmearnit.

2,988,066 743 731
217,178 54426
3029275 750,131
2,966,657 744421
B2606 15,710
0,69 017
2,198
9028 (in 31.12.2008)
35852
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Independent Aunditors® Report Basis for Qualified Opirior

(Tree lranslaﬂnn‘}
& Asdescribed in Note 11 to the accompanying consolidated financial statements, as at 31 December

To the Shareholders of 2009, the Group has ongoing long-term locans from the Curopean Bank for Reconstruction and
CN.T.E.E. Transelecirica S.A. Development, the European Investment DBank and International Bank for Reconstruction and

Development, The Group did not comply with two financial indicators stipulated in the loan
Report on the consolidated financial statements agreements. The financing institutions, may request, by written notification the acceleration of

repayment of these loans, after & period of time in which the Group has the opportunity to remedy
the matter. Therefore long term liabilitics of Lei 498,630 thousand should be presented in the
consolidated balance sheet as short term liabilities in accordance with 1AS 1 “Presentation of
Financial Statements”. The management of the Group considers the non-compliance of the
financial indicators as not significant and the probability of such requirements as being unlikely.

I We have audited the accompanying consolidated financial statemenis of C.N.T.E.E. Transelectrica
S.A. (“the Company™) and its subsidiaries (*“the Group™). which comprise the consclidated
statement of financial position as at 31 December 2009 and the consolidated income statement, the
consclidated statement of comprehensive income, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatary notes. Orialifed Opinion

Management's Responsibility for the Consolidated Financial Statemens 7 In our opinion, except for the effect on the consolidated financial statements of the matters referred

o in paragraph 6, the consolidated financial statemenis give a tue and fair view of the
consolidated financial position of the Group as at 31 December 2009, and of its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards as endorsed by the European Union.

2 Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards as endorsed by the
European Union. This responsibility includes: designing, implementing and maintaining internal
contral relevant to the preparation and fair presentation of consolidated financial statements that

are free from material misstatements, whether due to fraud or error; selecting and applying Other Matters
apprapriate accounting policies; and making accounting estimates that are reasonable in the
CIFCLUMSEANCES. 8 This report is made solely to the Company’s shareholders, as a body. Our audit work has been

undertaken so that we might state to the Company’s shareholders those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the Company and the Company’s
shareholders as a body, for cur audit work, for this report, or for the opinions we have formed.

Auilitors " responsihilicy

3 Our responsihility is to express an opinion on these consalidated financial statements based cn our
audit. We conducted our audit in accordance with International Standards on Auditing. Those

standa.r!is require that we comply with relevant e'rhu;ul requuremr:lnts and plan and perform the amnfm Report on conformity of the Administrators’ Report with the Consolidated Financisl Statements

to obtain reasonable assurance whether the consolidated financial statemenis are free of material

misstatements,

In accordance with Romanian regulations (Order of the Minister of Public Finance no 1752/2005.

4 An audit involves performing procedures 1o obtain audit evidence aboui the amounts and article no. 107. we have read the Adminisirators” Report attached to the consolidated financial

disclosures in the consolidated financial statements. The procedures selected depend on our statements. The Administrators™ Report is not a part of the consolidated financial statements. In the

judgement, including the assessment of the risks of material misstatement of the consolidated Administrators” Report we have not identified any financial information which is not in accordance, in

financial statements, whether due to fraud or error. In making those risk assessments, we consider all material respects, with the information presented in the accompanying consolidated financial

internal control relevant to the entity’s preparation and fair presentation of the consolidated statements.

financial statements in order to design audit procedures that are appropriate in the circumstances, Refer to the original si

but not for the purpose of expressing an opinion on the effectiveness of the Group’s internal
control. An audit also includes evaluating the appropriateness of accounting principles used and
the reasonableness I::-Facc:_}ummg estimates made by management, as well as evaluating the overall For and on behalf of KPMG Audit SRL:
presentation of the consolidated financial statements.

Romanian version

5 We believe that the audit evidence we have obtained is sutficient and appropriate fo provide a Razvan Mihai KPMCG Aundit SRL

basis for our opinion. %j : l:

Ll
' TRANSLATOR'S EXPLANATORY NOTE: The above mranslation of the auditers” report is provided es a free ranslation /
from Romanian which is the official and binding version, ’{:..4

registered with the Chamber of Financial registered with the Chamber of Financial
Auditors of Romania under no 236172008 Auditors of Romania under no 972001

@ 2070 KPWG Audis SIL 8 Rarranise Ericad Inbiiny corpaey wnd & member i

of 1he EPTE nepworicoof indeperdent mamber firmes aHiisosd with KPWG

InEmnmens Cammeesiyve FEFAL Inldmahindl, & Saiid anbdy, A1 000 i

res=rasd. Frined i Fomana. Feol iegsiraton code RO2837279, Timde Bucharest. 09 Apn] 2010
Fiagy st s, J 40340 IW2000 '

Shane Cagetal 2,000 AGL



MNote 31 Dec. 2009 31 Dec, 2008
Assets
Non-current assets
Property, plant and eguipment 3
Intanginle assets i
Financial investments 5 5729 5,729
Total non-current assets 3,005,742 2,904,978
Current assets
nventories & 41,508 424900
Trade and olher racanables 7 G533 883 48,321
Cash and cash eguivalents i 163610 224219
Total current assets 835001 1,115,440
Total assets 3,844,743 4,020,418
Shareholders' equity and liabilities
Shareholders' equity
Share capital 1,091,526
Share premium
eqgal reserves
raluation reserves 27620
Other reserves 927 53
Hetained eamings 445705 452 B47
Total shareholders' equity 9 1,904,827 1,934,572
Mon-current liabilities
Long term deferred income 10 23092
Long term borrowings 11 927211
Deterred tax liability Td 14262
Emploves benefits obligations 12 22,283 20,258
Total non-current liabilities 1,214,668 1,184,324
Current liabilities
Trade and other liabilities 13 717859
Other tax and social security liabilities 16 G495
Shiort term bor 1 165660
Short term de 10 B508
Total current liabilities 725,248 901,522
Total liabilities 1,939,916 2,085,846
Total shareholder's equity and liabilities 3,844,743 4,020,418
The accompanying notes are an integral part of these consclidated financial statements,
Adrian Baicusi Maria lonescu
General Manager Economic Director
Veronica Crisu

DBHC Director

Mote 2009 2008
Operating revenues
Transmission revenues 1,045,734
Anclilary services revenies 1,090,344
Balancing marke! revenues Fhd.424
Other revenues 7 564
Total operating revenues 18 2,551,649 2,988,066
Operating expenses
SysTEm operating expenses 19 {1,307,906) (1,295,2186)
Balancing market expenses 19 4431 887) {754, 424)
Depreciation and amaortization 257,123} |
Parsonnel expenses (202 523)
Repairs and maintenance expentes | ]
Other cperating expenses
Consumables (41,2770
Total operating expenses (2,453,033} (2,770,888)
Operating profit 98,616 217178
Financial revenues 23297 41209
Financial expenses 09 B00) [195779)
Financial result 20 (86,503} (154,570)
Profit before income tax 12,113 62,608
Income tax 14 G140 {12.241)
Profit for the year 18,253 50,367
Basic and diluted earnings per share (lei/shara) 15 0.25 0.69
MNote 2009 2008
Profit for the period 18,253 50,367
Other comprehensive income
Deferred tax liability on revaluation reserve 14
and for which title deeds were obtained
Public patrimony 2ssets 130
Derecognition of public patrimony assets (130}
Other comprehensive loss for the period, net of tax (26,007) -
Total other comprehensive (loss)/income for the year (7.754) 50,367

The accompanying notes are an integral part o

fthese consolidated financial staterments.




2009 2008
Cash flows from operating activities
Profitforthe yvear 18,253 50,367
Adjustments for non-cash items
Incometax 12,241
Depreciation and amartization : 240,556
Release of deferred income (16,270) {16.368)
Losses [ (Gains) from disposal of property, plant and eguipment 3610 {128)
Interestexpense 42464 60,189
Interestrevenue (17.348) (30,640)
Dividends revenue 11,269}
Unrealized forelgn exchange losses 54,7672 119,637
Operating cash flows before working capital changes 335,185 435,854
Accounts receivable 205,422 (148,655}
Inventories 1,350 (3,162)
Accounts pavahle and other liabilities (202,286) 223,351
Changes in working capital 4,526 71,534

Interest paig

Income tax paid

Net cash from operating activities
Cash flows used ininvesting activities
Purchase of tangible and Intangible assets
'roceeds from sale of tangible fixed assets
Iwed

Dividends received

Net cash used in investing activities

Interestr

Cash flows used in financing activities
Subsidies received

Proceeds from long term barrowings

Repayments of long term borrowings

(53,591}
{7115

279,005

(364,101}

[(24,592)

4,685

20 901
£33,

(365,738)

Share Share Public Legal Revaluation Other Retained lotal

r.|I|JIl:5| premium patrimony reserve resgrve reserves earnings
Balance as at 1 Jan. 2008 1,091,526 49,843 - 34,692 303,077 53 431,404 1,910,595
Comprehensive income for
the period
Profit forthe period 50,367 50,367
Other comprehensive income/
{loss) out of which
Legal reserve 2,534 (2,534}
Public patrimony assets{see Note 2(&)) 130 30
[Derecognition of public pz ny
assets (see Note 2ie)) (130} (130}
Total other comprehensive income - - 2,534 - - {2,534) -
Total comprehensive income for the period - - 2,534 - - 47 B33 50,367
Transactions with owners, recorded directly in equity
Contributions by and distributions to owners out of which
Dividends distribuced [26,390) (26,390
Total contributions by and distributions
to owners - - - - [26,390) (26,390)
Toatal transactions with owners - - - - - - (26,390) (26,390)
Balance asat31 Dec. 2008 1,091,526 49,843 - 37,226 303,077 53 452,847 1,934,572
Comprehensive income for the period
Profit far the period - 18,253 18,253
Other comprehensive income/{loss) out
of which
Legal reserve ap4 (404
Deffered tax liability on revaluation reserve
[see Note 14) [26,B76) (26,876
Land farwhich title deeds were obtained
Lsee Note 9) BaS 869
Public patrimeony assets {see Note 2{e}} 1,162 - 162
Derecagnition of public patrimony
assets {see Note 2ig)) 11,164) + (1,162}
Total other comprehensive income - - - 404 (26,8786) BA9 (404) (26,007)
Total :nmpréhensive loss for the period 404 (26,876) 869 17.849 (7.754)
Transactions with owners, recorded directly in equity
Contributions by and distributions te owners out of which
Dividends distributed (21,991} (21,591)
Total contributions by and distributions
to owners - - - - [(21,991) (21,991}
Toatal transactions with owners - {21,991) (21,991)
Balance as at 31 Dec. 2009 1,091,526 49,843 - 37,630 276,201 922 448,705 1,204,827

Ihe accompanying notes are an integral part of these consolidated financial statements

Dividends paid

Met cash used in financing activities (28,838) (25,786)
Net (decrease) /increase in cash and cash equivalents (88,727 26,133
Cash and cash equivalents as at 1 Jan. (see Note 8) 212,161 186,028
Cash and cash equivalents as at 31 Dec. (see Note 8) 123,434 212,161

Ihe accompanying notes are an integral part of these consolidated financial statements




1.

BACKGROUND AND
GENERAL INFORMATION

The main activity of CN Transelectrica 54 ("the Company®) and its
subsidiaries (named together with the Company, "the Group®) s
electricity transmission services; management of the Mational Energy
Systerm (N of the electricity market; the balancing
rmarke ator, being responsible for issuing green certificates an
the energy market to the energy producers from regenerative energy
source and settling the obligations derived from green certificate
fracde, repairs and maintenance of the transmission equipment
information technology and telecommunication  services and

hadministratiar

Lls

research in energy sector, CN Transelectrica SA, the parent company,
was incorperated in 2000 as a joint stock company established under
thelaws of Romaria.

The address of its registered office is nou 33, General Ghecrghe
Magheru Bhwd,, Bucl st, sector 1. Currently, the executive activity
carried on In new working points established In Bucharest, No.33
Magheru Blvd, sector 1, No. 16— 18, Hristo Botev Blva., sector 3and Mo
4-6, Clteni Aoad, sector 3.

CM Transelectrica consolidated financial statements prepared in
accordance with International Financial Reporting Standards ("IFR5")
are available a1 the Company’s working palnt located in 4-6, Clten

Incorporation ofthe Company

In accordance with Government Decision ("G0") no, 62

rearganisation of the National Electricity Company (the "Predecessor
Entity”) Issued on 31 July 2000 by the Government of Romania, the
Mational Electricity Company - a state corporation - was splitinto four
niewly created legal entities (°5 "I The soleshareholder

Successor Ent
ofthe successorEntities was the Romanian state, through the Ministry
of Economy (*ME"). Transelectrica was establishea as a result of this
rearganization as a jaint stock company which has as main activity
object the electricity transmission, managernent and administration
ofthealectricity market.

Asdescribed innote 9, as at 31 December 20 12 shareholder E
Company are: the Ministry of Econamy ("ME") which holds 54,015,781

shares, representing 73.09% of the share capital, Fondul Proprietatea,
which holds 9,895,212 shares, representing 13.5% of the share capital
and other sharehaolders which hold 9,392,149 sharas, representing
12.81% ofthe share capiral

Themissionof the Company

The Mizsion of the Company refers to the secure and stable
functicning of the National Energy System ("MES") by ohserving quality
standards, developing the infrastructure of the national electricity
rmarket and guaranteeing the regulated access of third parties to the
electricity transmission network, ensuring transparency, non-
discrimination and fairness forall participants in the market

Other information relating to the Company's
activity

Transelectrica became member of the Union for the Coordination of
ransmission of Ele f

icity (*UCTE? in October, 2004, and from
ermber, 2004 becarme member of the Furopean Electricity Systems
Operators Association (ETS0%).  As of July 2009, the work of ETSO,
UCTE and other four European Transmission System Operators ("T507
assaciations have been fully integrated into European Network of

ransmission System Operators for Electricity ("ENTS0-E), centralizing
42 TSO% from 34 countries

The Group is responsible for the secure, reliable and efficient
functioning of MES, by carrving out the provisions of EL Directive no

Moody's investor Service, the financial rating agency, has modified on
September 4, 2009, the Company's rating from Baa3 with stable future
efutureexpectations.

expactations 1o Baad with negativ

Regulatory environment

The activity in the electricity secioris regulated by the National Agency
for Electricity Sector Regulation (“ANRE") established as an
autonamous public institution by Gavernment Ordinance No
29/1998, modified by Law 99/2000 - which has, among others, the
following responsibilities:

« application of the compulsory naticonal regulating system for the
energy sector, with the aim to guarantee efficiency, competition,

transparen and consurmer protaction;

is51

or cancel the operating licenses of the entities involved in the
¢ sector, which already exist or will appear in the future,

llowing the opening of the electricity and thermal energy market;

+ et up the methodol: d criteria for tariff caloulation in the

ergy sector and the framework contracts for selling, purchasing

anddelivering electricityand thermal energy to final consumers

ANRE establishes the tariffs tor electricity transmission
Consequenthy, the Group's activity is fundamentally impacted by the
decisionsmads by AMRE

The operating activity of the Company has been performed according
to set-up licence Mo, 161/2000 regarding electricity transmission and

system services, revision 372009 issued by ANRE, valid until 2025

Tariffs for energy transmission and ancillary
services

The energy transmission isa natural menopaly activity. The tariffs used
by the Company for transmission and ancillary services were
established by ANRE based onthe
apericdaf 12 months.

osis Incurred and recorded cdur na

Starting with 2005, the tariff forenergy transmission js set based on the
reverue cap methodaology: Using this methodology, ANRE sets nitial
target revenue that increases ording to the annual increase of the
consumer price index and reduces as efficiency increases, such
revenue being the basis of the regulated income. Th
fixed assetz is [inked to this, so any significant change in the tariff
mechanism or rates could impact these carrying values. Based on
current tarlfflevels no indications of impalrment were identified

arrying value of

Regulated assets base (“RAB")

[he tr:
asset base. The regulater
tangible and intangible fixed assets
ely for providing the

nsmission tariffs are set, among o 5, based on the ated
udesthe nath the
considered by ANRE and used

egulated service of

set baseinc ook Vil

electricity transmission

Starting with the second regulated period 2008 - 2012, an adjustment
of revenue was introduced for the not achieving, during regulated

a5

e p-1and p-2, the tangible and intangible 5 afferent to the
nvestments approved/estimated by ANRE. This adjustment would be
madeduring thelastyear ofrequlated period

The regulated asset base for the second period does not include the
rrking capital. The assets resulted from additional investments
approved by ANRE compared to the Initial approved investment
program would be included in requlated assets base in the following
reguiated period

Local and international stock exchange
indexes

Starting 6 March 2007, CN Transe SA is part of BET index
managed by the Bucharest Stock Bxchange, with a share of 15.30%, at a

k exchange capltalization amounting to 989592 as at 31
Decermnber 2009, The BET index (Bucharest Exchange Trading) is a
selective index that reflects the evolution of the 10 most liquid shares
sted on BYE, except the Financial investments Societies (S/F)

Starting 2 January 2007, CN Transelectrica 5A is part of Dow Jones
Wilshire Global Indexes - a group of indexes that intend to offer the
widest avallable measure ofglobal markets, CNTranselactricalspart of:

WA

+ Dow JonesWilshire Global Totzl Market Index SM;
+ [
f

« Dow JonesWilshire Electricity Indes Sh

ecWilshire Ro na Index Sh:




2.
Accounting policies

(a)Statement of compliance

These consolidated financial statements (financial statements™) are
prepared in accordance with Intermational Financial Reporting

Standards(*IFRS" asendorsed by theEuropean Union

(b)Basis of presentation
The attached financial statements are presented in Romanlan Le
{"LEI" or "RON"), rounded to the nearest thousand, The fina
statements have been prepared under the historical cost
y reflect the revaluation of tangible assets
and adjusted as required by [AS 2% ("Financial Reporting in
Hyperinflationary Economies”) up to 31 December 2003, The
accounting policies have been consistently applied by Group
entities and are consistentwith those usedinthe previousy

convention, modified

(L] 8

The preparation of financial statements in conformity with IFRS
requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
armounts of assets and liabllities, Income and expenses The
estimates d associated assumptions are based on historica
experience and various: other factors that are believed to be
[I‘r!'ﬂ-(}'l.il} (5] |l|'lij!'[ |hi_'( rcUmstances _I'I!_' results af these estimates
form the basis of making the judgements about carrying values of
assetsand liabilities that are not readily apparentfrom othersources
ctualresultsmaydifferfrom theseestimates

The estimates and underlying assumptions are reviewed on an
ongoing basis, Revisions to accounting estimat e recognised in
nwhich the estimateis revised if the revision affects or W
that per arin the period of the revision and future periods if the
revision affects both currentand future periods

(c)Basis of consolidation

Asubsidiaryisanentitythatis controlled by anotherentity, known as
a parent, asdefinedin A5 27°Consclidated financial statements and
accounting for investments in subsidiaries” According
control is presumed 1o existwhan a parent owns more than one half
ofthevoting power ofan entity unless, inexceptional circumstance

ng ta 1AS 27,

It can be clearly demonstrated that such ownership does not
canstitute contral. Control existswhen the Company hasthe power
te govern the financial and operating policies of an entity so as to

in - benefits from |ts-activities. The financial statements of
subsidiaries are included in the consolidated financial statements
fromthedatethatcontrolcommencesuntilthedate control ceases.

Intra-gro

ancesand transactionsand anyunrealised gainsand
nira-group transactions, are eliminated when

(d)Property, plant and equipment

Owned assets

langible fixed assets, except for other tangible fixed assets and
canstruction in progress, are stated at their revalued amount, less
any accumulated depreciation and accumulated impairment
losses, Other tangible fixed assets and construction n progress are
stated at cost, except for assets acquired belore 31 December 2003
whichinclude adjustments forthe effects of hyperinflation, lessany
accumulated depreciation and accumulated Impairment losses
The cos seif-constructed assets includes the cost of materials
direct labour, the initial estimate, where relevant, of the costs of
I_II',\['I';;"Z ng ;|['I:_jl|:"['l:_'l'-.-' ] ]a] ||l]E [&msand resticr f_, ||'|;_—' sSiteon wWmch
they are |ocated, and an appropriate properiion of production

overheads

The Information maintained by the Company allows only the
identificaticn of histo er the 1994 revaluation
Conseguently, the restated cost of property, plant and eguipment
<|r_!_]|,||r5r_| ora 30 June 1994 has been determined Dy restatir
revalued gross book value a ding to Government Decisions No.
26/1992 and No. 500/1994 with the consumer price index from 30
June 1594 up to 31 December J( ted cost of property,
plant and equipment acql after 30 June 1994 has hee
determined by restating the initial cost with the consumer price
Indexfromthe date of acquisitionupto 31 December 2003

Vaiucs a

| The rest

e assets were revalued at fair value as at 31 December
17 based on the assessment report prepared by an independent

assessor, SCJPA Audit &Consultanta SHL, asfol lows:

+« in setting up the wvalue of tangible assets, the assessor
considerad the official EUR/Leu exchange rate index, the itams
usability, actual conditionand themarket price;

« revaluation did not refer to other tangible fixeg assets and
construction in progress.

Thus, thefairvalue of tangiblea ., except for othertangible fixed

assets and construction in progress, was estimated in accordance

withthe provisionsof IAS 1 &"Property, plant and equipment®astheir

value; In circumstances when an active market
due to the specialized nature of the revalued asset,
Fer from market value (net replacement cost or
ow rmethod)

marke

exist/is inact
fair value may
discountedcas
[he difference between the carrying amount and the fair value
astablished in the assessors’ report as at 31 December 2007 was
recognized asrevaluation reserve inequity

Beg with May 1,2009, statutory reserves from the revaluation
offixed assets, Including land, recorded after January 1, 2004, which
are deducted when calculating taxable income through tax
preciation expenses of a 5 transferred and/or
expenses, is faxed simultaneous with the tax depreciation
deduction,orwhenthezssetsaredisposed, asappropriate.

Statutory reserves from the revaluation of fixed assets, including
lang, recorded after Decamber 31, 3¢ plus the portion of the
revaluation performed after January 1, 2004 relating to the period
before April 20, 2009 will not be taxed when transferred to reserves
representing realized revaluationreservesurplus

Statutory revaluation reserves of fixed assets are transferred to
raservas representing realized revaluationr vesurpluswhen the
assets are disposed, wh lidated financial
ed earnings.

aluer
statementsthetransferwill bere

Statut realized 1 @ taxable In the future, in case of
changing the dest o reserves in any form, 1n
iguidation, merger and including using the reserves for covering
the Company'siossas exceplforthe transferof revaluation reserves
frarMay 1, 2009, whentherevaluation was performed after January
Do,

[

a

]
i

I'netangible assetsinclude alsothe net book valua of z
g value remains unchanged, qualifving as State's public
The main aspects

whosae

carry

patrimony in accordance with GD no, 1647200

regardingthisamountare as follows:

« GO no, 164/2005 approved the recognition In the Company's
accounting records of the net book value of the azzets
representing in kind contribution to share capital of the
Company, byreducing thevalueof State's publicpatrimony.

« G0 no 16472005 approved the recovery of nel book value by
ncluding it In the aperating expenses In k
remaining useful life; the operational expense 1o recover this
amountisincludad Inthetarlifs;

« The legal status of the tangible assets mentioned in this
ged and thase
pncession Agreement na. 1/

deprecigtedamountuntil the GO no. 2060/ 200

included in the C

An allowance Tor the idie af obsolete tangible assels Is recorded In
the consalidated financial statements, when these elements are

dantif

Where parts of an item of property, plant and equipment have
different useful lives, they accounted for as separate itemns of
;_1"0:_1-.':'['_'_-.-',:'_1|,'jr'rdndEf,llJl[.!l’T'f—_‘nl

Subsequent maintenance expenses

The Grouprecognises inthe carrying amount of an item of property,
plantandequipmeantthecostofreplacing partotsuch an itemwihen
that cost is incurred if it is probable thar the future economic
benefits embodiedwith the lterm will flow to the Group and the cost
of the item can be measured refiably. All other costs are recognised
ntheincomes

2ment HSHI'IEHL:E[]}EES'""_ LIFred.

Depreciation

Property, plant ana equipment [tems are depreciated using the
straight-line method over their useful lives. The estimated usefu
ves (invears) used for proper by, plant and equipmentare as fol lows:

Usefullives (years)
Bulldingsandspecialinstallations 40-50

Machineryandequipment 15-40
Controldevices =12
Vehicles 5-8

Othertangible assets 3-5

[he useful lives, residual values and depreciation methods are
reassassedannually

(e)Public patrimony assets

Asstipulated byLaw 213/1998, electricity transmission gridlinesare

public patrimany items

The Government Decision Mo. 2000 establishes in the annex
Mo, 8 the public patrimony fixed zssats which are under the Group's
administration, and which aretob bject to lnventory countand
confirmation, whenever necessary Mo, 1045/2000, GD No.
1326/2001, GDNo. 45/2003, GDNo. 1572004, GD No. 206072004 and
GO NG, 1 705/2006)




Pri

o signing the concession agreement described below in this
e, public patrimony assets were treated as assets contributed to
the Group by the Romanian state through jts representative MEF,
since the Group v ot reguired to pay a or the use of these
Assels ;Irliji_‘lf,il_'(_fi'lj Ienaver IZ_]|'|| ol Lse of I "I'r'l.;l_ll'_:rl'_'}-'
oftheiruseful lives. The public patrimony reserve was transferre
retainedearningsinlinewith thedepreciationofthe correspe
fixed assets. Such transfer to retained earnings was not recorded
through the income statement. The public patrimony fived as
financed from subsidies were included in the public patrimony
equilyaccountwhnen theseassatswe MEpUlIntouse,

i

1ding

5

In November 1998, Law No, 213/1998 was issued, which regulated
the statws of public patrimony. The law stipulates that the State or
local authaorities have ownership of the public patrimany and that
theycanrentorgrantuseof it. According tothe provisionsof Law no
21319498 and Lawno 219/14998 MEF hassigned in the name of State
a concession confract In respect of the energy transmisslon grid
{highvoltage electric power linesand electric stationsiand the land
on which they are buill, The concession contract No, 1 has been
concluded asat 29 June 2004 between MEF and the Groupfarall the
public patrimony fixed assetsinbalanceasat 31 December 2003 and

Islne Qyears

Because of the change in the nature of relationship with the
Romanian state through its representative MEF, arising from the
signing of the cancession contract, the Group derecognized al
public patrimony assets at 29 June 2004 with the change recorded
directly tothe public patrimony reserve withinequity. Following the

signing of the concession eement the Group now treats the
public patrimony assets to which it has right of use, as assets under
operating lease. Payments under the concession agreement
'-l:‘:l:f.f: :'fl:! dari 'l"-Z'(Z-(_E'II.f('Z'i 4% an expense N tne income statement
basedontherevenuesrecorded bythe Groupduring the year.

Cwuring 2005 - 2007, 3 addendums to the concession contract were
signed, As a result, the public patrimaony assets obtained after 29

June 2004, using the development funds were derecogniz

[hemaintermsofthe concession agreement areasfollows

=  MEF haslegaltitietctheleased assets;

« The Group has been granted right of use of these assets for a
period of49yearsfrom 1 June 2004 until 31 May 2053;

. heannual charge under the form of royalty foruse of the assets
is determined by the Government and represents 1/1000 af the
total revenue from electricity transmission services, based on
guantitlestransmitted:

= Theleased assets will be returned to MEF upon termination or
expiration of the agreement; the agreement can be terminated
unilaterally by eithe

¢ TheGroup hasthe obligation to use the assets according to the
destinaticn specified in the concession agreement and to the
operatinglicense.

party;

he amount that the Group paid under the concession agreemeant
fortheperiod 1 January - 31 December 2009 s significantly lessthan
theamountofthedepreciationthatthe Groupwould have recorded
on the comparable public patrimoeny assals had the concession
agreement not been signed. Howewver, the Group has not recarded
anyamountrelated tothe possible benefitensuing fremthe signing
i_![ rh.—: CONCesSIon :1!_]"’:'!_-'I'1'-;-_'I|| pafause the K_'1r"||_.:,| 15 unabie 1o
determinetheamountthatathird party would pay forthe use ofthe
nanarm'slengthtransaction.

erts made by the Group regarding the assets fram the
ssion agreement are capitalized and depreciated over the
remaining useful life of that asset and increase the value of the
pubic patrimony assets aftertheyhave beenfully depreciated

(f)intangible assets

he intangible assets of the Group are stated at their cost less a

gl ."'IIJ|;||,‘-' I amartization and ' "1[!.;Ilrl'l'i-_'r'|| Q5525
The amortization isrecog he income statement based ona
straight-line basis over the estimated useful life of the intangible
assel.Intangibie assets consist mainly ofintang|bBles in progressand
customized software, which are amartized on a straight-line basis

overi-Syears.

nizedin

(g)Financial investments

The Group classified its investments in debt and equity securities
inte the following categories: trading, held-to-maturity and
avallable-for-sale, The classification is ¢ [
farwhichthe investmentswere acquired. Management determines
thec t the time of the purchase and
re !"-\.-'.:Illlllrl"'\. SUCH !'j!“'-lgrl.:llll:rl on-a I!'l._llII.:II Dasis, Investments that
are acquired principally for the purpose of generating a profit from
shor mfluctuationsinpriceare classifiedas trading investments
and included in current asset the purpose of these financial
statements short term is defined as 3 months. Investments with a
fixed maturity that manzgementhastheintentand abilityto holdto
maturity are classified as held-to-maturity and are included in non

pendent an [he purpose

ification ofits investmen

current assets, except for maturities within 12 months from the
balance sheet date which are classified as current assets.
nvestments Intended to be held for an Indefinite period of time,
which may be scld in response to needs for liguidity or changes in
nterest rates, are classified as availzble-for-sale and are included In
non-current assetsunless management has the expressintention of
nolding the investment for less than 12 months fram the balance
shieet date or unless they will need to be sold to ralse operating

capitalinwhichcasetheyareincludedincurrentassets.

Purchases and sales of investments are recognized on the trade
date, which is the-date that the Group ¢
the asset. Cost of purchase includes transaction « fing and
available-for-salainvestments aresubseguantly carried atfairvalue.
Held-to-maturity Investments are carried at amortized cost using
od. Realizedandunrealizedgainsand lo
C n the fair value of trading and available-for-
calg Investments are IIII’lI]:jE'Ii N The statemeant i!'" incCome Iin the
neriod in which they arise. The fair value of investments is based an
quoted bid prices or amounts derived from cash flow models. Fair
values forunlisted equity securities are estimated using applicable
pricefearnings or pricefcash flow ratios refined to reflect the
speciinc circumstances of the issuer. Equity securities for which fair
values cannot be measured reliably are recognized at cost less
impairmant. When securities classified asavailable-for-sale are soid
ired the accumulated fairvalue adjustrments are included In
the statement of income as gains and losses from investment
securities.

aommits to purchase or sall

the effective yield met
arising from ch

(h)Foreign currency transactions

Transactions in foreign currencies are translated to LEl by applying
the exchang
Monetaryassetsand liabilities denominatedin foreign currencies at
year-end are translated to LEl at the exchange rates prevailing on
that date. Exchange gains and lasses, realised or unrea
included in the income statement for that year. The exchange rates
at31 December2009and 31 December 2008 areasfollows

» rates prevaillng at the date of the transaction.

T

Currency 31Dec.2009 31Dec.2008
TEUR 42382 38852
1USD 29361 28347

160 JPY 31778 31419

(i)Receivables

Receivablesinclude invoices isswed and notcashad at 31 December
2009 innominaltermswhich relate tothe services rendered curing
thie i month period ended 31 December 2009, Recelvables are
stated at amortised cost lessimpairment losses, The amaortised cost
approximates the nominalvalue. Ultimate losses may vary from the
currentestimates

(j)inventories

nyentaories consist of ¢
other inventories ne
rmaterials are recorded as inventories when purchased and then
expensed orcapitalised, asappropriate, whanconsumed.

consumables, spare parts, buffer stock and

he Group. These

nventories are measured at the lower of cost and net realizable
value, The cost of Inventaries 15 based an the first-in f
principle, and includes expenditure incuarred in acquiring the
nventories and bringing them to their existing location and
condition. Met realisable value is the estimated selling orice in the
ordinary course of business, less the estimated costs of completion,
i.-lrl:,'..llllj‘-.ﬂ "(_;C'!:H'f'l\-:'\

SE-Oul

(k)Cash and cash equivalents

Cash includes cash on hand, in current accounts and bank deposits,
Bank overdrafts that are repayable on demand and form anvintegral
part of the Group’s cash management are included as a component
:':]I_,ll'u'.;i D'-_'"'_:\.|[,Il‘."l:‘[JU'[,If_'I:\i:'I,Irl 1,c_i'.l':"ll<'7'rlli,:-f Cash

of cashandcast

flows
(Nimpairment

The carrying amounts of the Group's assets, other than inventories
and deferred tax assets are reviewed at each balance sheet date to
daterminewhether there is any indication of impairmeant. [fany such
ndlcatlon exists, the assat's recoverable amount |s estimarted, An
mpairment loss is recognised whenever the carrying amount of an
assel of Its cash-generating unit exceeds [ts recoverable amount.
mpairmentlossesare recegnisedintheincome statemant

Whenadeclineinthefairvalue ocfan available-for-salefinancial azset
has been recognised directly in eguity and there is objective
the cumulative loss that had

evigend L T e asset |s II‘I[Z-.-IiIZ':
beenrecognised directly inequityisrecagnisedin prafitorlosseven
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though thefinancial asset has not been derecognised. The amount of
the cumulative loss that is recegnised in profit arless s the difference
between the acquisition cost and current fair value, less any
impairment loss on that financial asset previously recognised in profit
orloss

The Group
clien
|_|.;I:|.'_\I 2xl

icy is to book a provision of 100% for bankrupted
50% from the trade receivables due for more than 270
capt for clients with whom the Group concluded reschedule
agreements

{i)Computationofrecoverableamount

The recoverable amount of held to matwrity investments and
receivables carried at amortized cost is computed as the present
estimated Future cash flows, discounted with the original
effective interest rate related to these assets, The short-term
receivables are not discounted, The recoverable amount of other
asselsis the greater of thelr [airvalue less costs Lo sell and valuein use.
In assessing walue in use, the estmated future cash flows are
discount
refl
the risks specific to the as
largely independent cash
determined for the

value ¢

W

o their present value using a pre-tax discount rate that
d

cts current market assessments of the time value of

& l:_;l:"'l:'l-'all"li_; unittowhichthe asset !)E'|!'|I'C_Z_\

{ii)Reversal ofimpairmentloss

An impalrment loss in respect of a held-to-maturity security or

receivable carried at amortized cost is reversed if the subseguant

INCreasain rec (Z"'—_‘f;lti'l' 2IMOUNLL plated onjec
ringafter theimpairment losswas recognised

An impairment loss in respect of an investment in an equity

Instrument classified as available for sale is not reversed through

profitorioss,

Animpairmentlossinrespectof goodwillis notreversed

In respect of other assets, an impairment loss is reversed if there has

been a change in the estimates used to determine the recoverable

Armount

|I','-:_'|:f'II,:.;IrIII",'('I'ul

[0

An impairment loss Is reversed only 1o the extent that the asset's
carrying amount does not exceed the carrying amount that would
have bean determined, net of dep

Impalrment loss had beenrec Qgnis

eciation or amaortisation, If no

(m)Share capital

[he Grouprecognizes the changes inshare capitalinaccordance with
egislation

anly after their approval In the General

Extracrdinary Sharehclders Meeting and their authorisation by the
TradeRegistry Office

(n)Dividends

rJi'.-' QENEs dre e
distributionisapproved

gnized a5 a llab |I':)-' inthe penod nwhich |hflf

(o)JAccounts and other payables

(p)interest-bearing borrowings

Interest-bearing borrowings are recognised inftially atfairvalue less
attributable transaction costs. Subsegquent to initial recognition,
Interest-bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being recagnised in
me statement over the period of the borrowings on an

{g)Financial instruments

Financial assets and financial Fabilities include cash and cash
ts, trade and other accounts receivables, investmeants

rorrowings, The accountine cles
gnitionand measurement oftheseitems arediscloseginthe

Financia

are classified as liabilities or eguity in
accordance with the substance of the contractual arrangement
Interest, dividends, gains, and losses relating to a financial
instrurment classified asa lizbility are reporied as expense orincome
as Incurred. Distributions te holders of financial Instruments
classified as equity are charged directly to eguity. Financial
Instruments are offset when the Group has a legally ¢
right to offset and intends to settle either on a net basis or to realize
theassetand settletheliability simultaneously

(riTax on profit

Income tax on the profit or loss for the year comprises current and
deferred tax. Current tax is the expected tax payable on the taxable
incemeforthe year using tax rates enacted or substantiallyenacted
at the balance sheet date, and any adjustment to tax payable in

respectofpreviousyears

Deferred tax Is provided using the balance sheet liability method,
providing far the temparary differences between the carrying
amounts of assets and liabilities for financial reporting purposes
and the amounts wsed for taxation purposes. The amount of
deferred tax provided is based on the expected manner of
realisation or settlement of the carrying amount of assets and
abilities, using 1ax rates enacted or substantially enacted at the
ancesheetdate,

A deferred tax asset is recognized only to the extent that it is
probakble that future taxable profits will e available against which
the asset can be utilised, Deferred tax assets are reduced to the
extentthat it is no longer probable that the related tax bensfit will
berealised

The impact of tax rates changes on deferred tax is recognized in the
consolidated income statement, except when it refers to previous
positionsdirectly recognizedintheeguity

(s)Related parties

Partles are sidered related when one controls directly or
rectly, or is in the position to exert significant influence on
her party, through ownership, contractual rights, and family
relationshiporatherwise

(t)Employee benefits
TheGroup, in the normal course ol business, makss payments 1o the
pension funds on behalf of its employees. All employees of the
Grouparemembers ofthe Romanian State pensionplan.
According to Government Declsions Moo 1041/2
1461/20

Lt

and Mo

he Company provides benefits In kind in the form of

free electricity to the employees who retired from the Predecessor
Entity.

Accarding to the tive Labour Contract, the Company

provides both loyalty and seniority bonuses to employees and also

retirement benefits to formeremployees.

'he benefits provided by the Company consistof.

+ |oyaitybonusesintherangeof 5% to 25% of monthly gross basis
salary;

senjority bonuses in the ranc
basissalary

f 1% 1o 10% of monthly gross

retirement prizes which range fram 1 to 5 monthly gross basis

salaries based on the employment pericd within the Company
attheretirerment date;

*  jubilee premiums in range of 1ta 5 manth ¥ gro
depending ontheemployment period withinthe Group

salary

«  frezenergy provided afterretirement, as follows:
« KWh

Contraci;

1.800 per year according to the Collective Labaur

= kWh 1.200 per year according to the Government Decisions
Mao.1041/2003and Mo, 146172003,

The Group's net obligationinrespect oflong-term employee bansfits
pther than pension plans Is the amount of fulure benefit that
employees have earned in return for their service in the current and
prior periods; that benefit Is discounted to determine ts present
value, and the fair value of any related assets s deducted. The
calculation is performed using he projected unit credit method. Any
gCliuarta g I"':.._I[If_!b:mf:..;j[lf recagnised in F_;[Z)ll'_ ;_'l'li_:}}.ln ;"f—_‘LZ'I:" 2

whichthey arise

Short term employee benefit obligations are measured on an
undiscounted. basis and

are expensed as the related service is
provided. A provision is recognised for the amount expected to be
paid under shart-term cash bonus or profit sharing plans ifthe Group
|'1-:I\;_=, presant |f!_:|:|| Qrconsiruclive on l:_,r_,'._ on Lt [y hisamountas a
result of past service provided by the employee and the chligation

Obligations relating to employee benefits were determined by Mr,
Silviu Matei, authorised actuary (authorisation no. 1342712 04 2007)
fellowing the provisions of contract no, 8/23 lanuary 2008 cone

with the Company based on the applicable public acquisition
regulations,

(u)Revenue

Revenue s recognised when the significant risks and rewards of
ownership have been transferred to the buyer,
consideration is probable and the ciated cost
reliably. Revenues comprise mainly the value of

recovery of the
nDe estimatedc

electric

¥
transmission services A anclllary sefvices computed based on
volume of energy traded. Revenues include also the transactions on
thebalancingmarketasdescribedinNote 1

he State, through the ANRE, regulates the prices that the Company
may. charge for services related to transmission of electricity and
marketand network adminisiration services. The State hasa number
of roles to fulfll, apart from the shareholder ane, and thus may have
broader goals and objectlves than an investar whose key concern is
returnoninvestments.

(v) Development tax and special destination
fund for the energy sector

In accordance with the requirements of Government Ordinance No.
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26/1994 3 development tax was included in the tariffs of the electricity
delivered to the eligible consumers ch |s collected by re
distributors in the electricity sector and paid to MEF together wit
ralated penalties, ifany.
Until 31 December 2004, MEF allocated the development tax which has
beencollectedtothecompanieswhich are withinthe electricity sector
{including the Group), in order to be used for the development of the
-._'|i_'| EFic I[;.' sysiem, on an invesimenl |_:r;_;-c':_| |,Z:l}. v 1 F,'u_-x-'rq:-;:-n'('nl [ax
allecatedtothe Company isaccountedforasdescribedin Note2 (x)
Starting with 1 January 2005, according to Government Emargency
Crdinance {"OUG") No. 89/2004 approved by Law No: 529/2004, the
s ipment tax s na longer transferred to the State Budget. The
Company will record reserves up to the limit of 6% of revenues from
transmission of energy, not greater than the accounting profit
deductible for fiscal purposes, These reserves are used for financing in
nouse investments regarding madernization and developments aof
yobjectives according Lo the requirements stipulated by OUG No
89/2004, These reguirements areinforceuntil 31 December 2006,

£

(w)Net financing costs

Netfinanci culated

-astscomprl

interest payableon barrowing
using the effective interest rate method, except borrowings costs
capitalized to gualifying assets, interast re able on funds Inves
dividend income, foreign exchange galns and losses, cammitment fees
and riskcommissians.

naccerdance with revised |AS 23, the Group capitalizes the borrowing
costs that relate to assets that take a substantial period of time to get
readyforusearsalethat startedafter | January 20
nterest inCome is recognised In the income statement as it Group's
ve Interest method. Dividend income s

8

accrues, using the aff
recognised in the Income statement on the date the entity's right 10
raceive paymentsis established.

(x)Subsidies

nitially, subsidies are accounted for in the balance sheet as deferred
ncome when there |5 reasonable assurance that they will be received
and the Group will comply with the conditions attaching toit, if any, and
recognized as income at the moment of recognition of the related costs
(e, depreciation of the fixed asset to which the subsidy relates or
consumpricnofinventories towhichthesubsidyrelates).

(y)Subsequent events

The SLCOMpanying financial statements reflect post-vear-ond avents

1aboutthe Group's e
date or those that Indicate the going concem
assumption is not appropriate (adjusting events). Post-year-end
events that are not adjusting events are disclosed in the notes when
theyare considered tobe material

sition

{z) Provisions

A F:H:I-.-"-\ Qo 15 FEC I.I!'_]n Fisis| Wwinen, ¢|r|:i oy 'J.'I'(_'I'I.
tion({legalo
probable (ie. more likely than not] that an outflow of res
embodying economic benefits will be required to settie the
obligation; a reliable estimate for the value of the obligation can be
made. Where the effect of the time value of money is material, the
amount of a provision is the present value of the expenditures
expected to bereguired tosettle the obligation

the Group has a

present obli Consir

(aa)Earnings per share

Pursuant to [AS 33, earmings per share (* ) are calculated by
dividing the profit or loss allocated to the shareholders of the Group
by the weighted average number ;hiares outstanding during the

fiscal period

Thewelghted average numberof ordinary shares outstanding during
the period |5 the number of ordinary sha anding at the
beginning of the period, adjusted by the number of ordinary shares
ssuedduringthe p

£5 QUTst

wod multiphed byatime —weighting facter

Dilution Is a reduction in earnings per share or an increase in [0ss per
share resulting from the assumption that convertible instruments are
2d, that options or warrants are exercised, or that ordinary
shares are issued upon the satisfaction of specified conditions, The
objective of diluted earnings per share is consistent with that of basic
EarTHrg s PErsndre,r ¥ 1O prowv f_ll?’l'; "IE(ISU'&'Z.’IT '_"f.-_'ll'li‘[i‘bll_![i—_‘u:_:'
ordinary shareinthe performanceofanentity,

conver

(bb)Contingencies

Contingent liahilities are not recognized in the accompanying
financial statements, They are disclosed
an outflow of resources embodying economic benefitsis possible but
notprobable.

A contingent asset is not recognized in the accompanying financia
statements but disclosed when an inflow of economic benefits is
probable.

anly when the possibility of

(cc)Segment reporting

A segment is a distinguishable component of the Group that is
engaged either in providing related products or services (business
segment), or in providing producis or services within a particular
economic environment (geographical segment), which is subject to
risksand rewards thatare diffe

The activities are taking place in d

1Liram thoseofother seaments

e af Romanila with each
ocation being invalved in both transmissic a dispatch activities
The management of the Group considers all activities together, as"a
ment”

singles

(dd)Comparatives

The financial statements for the year ended 31 December 2009 are
comparable to the financial statements for the year ended 37
December 2008, Where necessary, comparative figures have been
reclassified in order to match the changes in the presentation of the
currentyearfinancial statemeants

(ee)implication of new IFRSs

Certain new standards, amendments and interpretations to existing
standards have been published that are mandatary for the Group's
accounting periods beginning on or after 1 January 2009 or later
periods but which the Group has not early adopted. Management
considered the following new standards, amendments and
nterprelalions loaxisting standards
. FRIC12{" ession Arrangaments’) effective for first
annual reporting period beginning on or after | April 2009. The
nterpretation provides guidance to private sector entities on
CErlain re( (Zl_.]l'lll,ll.l" andg measureament 1ssues ||‘I:I| arise In
accounting for public-to-private service concession
arrangerments completed its analysis of

e i pact ofthe newinterpre

wervice Conc

. FRIC 16 {"Hedges of a Met Investment in a Foreign Cperation”)
effectiveforannual periods beginningonorafter 1 July 2009.The
nterpretation axplainsthelype of exposurethat may be hedged,
where in the group the hedged item may be held, whether the
method of consolidation affects hedge effectiveness, the form
tne I‘I—I‘l."_]:l’l Rsirumeant I'1'(i§|" eKE and -..'-.-hl:_" dmounts are
reclassified from equity to profit or loss ondisposal of the fareign
operation. IFRIC 16 is not relevant to the Group's financial
statements as ||'I-Z_' I\.r_'I[-Z}...'.'l aoes nol h.-l‘.-";' :JI'|:3,‘ mnvestments in a
foreign cperation.

. Revised IFRS 3 {"Business Combinations”) effective for annual
periodsbaginning onorafter 1 July 2009. The scopea ofthe revised
Standard ha namended and the definltion of a business has

been expa ised Standard also includes a number of
other potentially significant changes including: all Items of
consideration transferred by the acquirer are recognised and
measured at fair value as of the acguisition date, Including
contingent conslderation; transaction costs are not included in
theacguisition accounting; theacquirercan elect tomeasureany
non-controlling Interest at fairvalue atthe acqulsition date, orat
its proportionate interest in the fair value of the identifiable
assets and liabilities of the acquirer; acguisitions of additiona
non-centrolling equity interests after the business combinatior
must be accounted for as equity transactions. The Group
considers that this standard does not have a significant impact
overthefinancial statements

Revised [AS 27 ("Consolidated and Separate Financial
Statements’) effective forannual periods beginning on orafter 1
July 2008, In the revised Standard the term minority interest has
been replaced by non-controlling Interest, and is defined as "tl
equity in a subsidiary not atrributable, directly or indirect
parent”. The revised Standard also amends the account
non-contralling interest, the loss of contral of a subsidiary, and
the allocation of profit or loss and other comprehansive income
eanthe controlling and non-contralling interest The Group
y yet campleted its analysis of the impact of the revised
Sancard.
Ameandment to |1AS 39 ("Financial Instruments: Recognition and
Meaturement”) effective for annual periods baginning on or aftar

July 2009, The amended Standard clarifies the application of
existing principles that determine whether specific risks or
partions of cash flows are eligible for designation In a hedaging
relationship. In designating a hedging relationship the risks or
portions must beseparatelyidentifiableand reliably measurable;
however Inflation cannot be designated, except in limited
circumstances.Theamendments tolAS 39 are notrelevant tothe
Group's operations as Lthe Group does nol apply hedge
accounting

uction of Real Estate’)
1 ar after 1 January 2010

FRIC 15 {*Agreements for 1
effective annual periods beginnir
Theinterpretationclarifliesthat reve arising from agreements
for the construction of real estate is recognised by reference to
the stage of completion of the contract activity. The Group
considers that this interpret nave a significant
impactoverthefinancial statements.

FRIC 17 {"Distributions of Non-cash Assets to Owners?) effective
annual pericds beginning on or after 1 Movember 2009, The
Interpretation applies 1o non-reciprocal distributions of non
cash assets to owners acting in their capacity as owners. In
accordance with the Interpretation a latility (o pay a di
shall be recognized when the dividend iz appropriately
authorised and is no longer at the discretion of the entity and
'hl‘l-_l bemeaasuredat ||'l:_'|.:! Fvalue of |||i_' assersiobadistributed

a

DN O0es N

Gend




74

The carrying amaountc

the dividend payable shall be re measured at

each reporting date, with any changes in the carrying amount
recognised In eguity as adjustments to the amoount of the

distribution. When the dividend payable [s settled the difference,

£

any, between the carrying amount of the assets distributed 2nd the
carrving amountof the dividend payable shall be recognised in praofit
or loss. The Group considers that this standard does not have a

significantimpactover thefinancial statemeants

"

) effective annual
an or after 7 November 2000, T
unting by entities that rec
contributions of property, plant and equipment from their
CUstomers T"I" "":E"||I':"||'I|Ii'lll" FEQUIrEs an ':'I'I|I|:,' ||'|--' feceives a
contribution in the scope of the interpretation to recognize the
temn as 2n asset at its fair value if the contributed item meets the
criteria for property, plant and equipment in [AS 16 "Property,
lantand Equipment”, The Interpretationalso requires the en
to recognize the amount as revenue; the timing of the revenue

recognition will depend on the facts a

[FRIC 18 (*Transfers of Assets from Customers

nd clrcumstances. of
particular agreement. The Group has not yet completed its
analysisofthe impactoftherevised Standard

Amendment to 1AS 32 (*Fimanclal Instruments; Presentation —
Classification of Rights lssues’) effective for annual period
beginning on orafter 1 February 2010. The amendment requires
':_1. |:[;I|:‘.r15 or warrants [o ac Z]Il e d |.IFI.‘EI numbper of ||I!'
! own equity instruments fer a fiked amount of any
currency, are equity instruments if the entity offers the rights,
options or warrants pro rata to all of Its existing owners of the
same class of jts derivative equity instruments. The
amendments are not relevant to the Group's financial

statements

W

New standards,amendments and
interpretations not yet approved by the
European Union

Certain new standards, amendments and interpretations to existing

5
£

tandards have been published, but have not vet been aporoved by
e European Union. Management considered the following new
randards, amendmentsandinterpretations toexisting standards:

Amendments to IFRS 2 ("Share-based P
settled Share ba

=d Payment Transactions

e Standard require that an entity receiving goods ar se
a share-based payment transaction that is settled by any other
entityinthe group or any sharat incashor
other assets to recognise the go
financial statement

forof suchan CrILif__\

wds or services received In its
riously group cash-settled share-based

Fl-r'l:.-"‘ll' AL Transactions werg not add
amendments to IFRS 2 are not relevant to the
statements as the Group does not have ar
compensationplans

|FRS for Small and Medium-sized Entities. The ITRS for SMEs does
not contain an effective date; instead, it will take effect from a
date detarmined by the national regulator in 2ach jurisdiction
The IFRS for SMEs is Intended to facilitate financial reparting by
small and medium-sized entities (SMEs) that want to use
Internationa Sl:lll-li;':'l':',\ :_I'!.-' [lr-::-x-' ||IIII_J an account l_i '\l,-j"l;,Z.;!I:j
suitable for them. 1115 a simplified and slimmed-down version of
full IFRSs and s available for entities that do not have public
accountability, It will be up to the national regulators and
legislatorsto decidewhois permitted or requiredto IFRS for sMEs
in each Jurisdiction. These standards are not relevant for the
Groupasthe Groupisnotasmalland medium sized entify.

FRS 9 {"Financlal Instruments®). This Standard replaces the
guidance in IAS 39, Financial Instruments: Recognition and
Measurement, aboutclassification and measurementoffinancial
assets, The Standard eliminates the existing |A% 3%
held to maturity, availableforsaleandloans and receivable
Fina

directly in IFRS 2. The

up's financial
share-based

|

=gories of

be classified Into one of two categories on

amartized cast:or

+ financialassetsmeasured atfairvalue

A financial asset is measured at amortized cost if the following
two conditions are met:the assetsis heldwithina business mode|
h‘;‘hll\:_‘UZJ('{ v iy Iu',.'l"l:_l -assets i orgert (Z-||I_('_I .'.;EQ',.,I.;I|
cash flows; and, its contractual terms give rise an specified dates
tocash flowsthat are solely payments of principal and interest on
tnepr "(IFZ.-IlLII]l'1|.-II'|-CZ l:_:

« fipancial assetsmeasured a

Gains and losses onremeasurement of financial assets measured
at fair value are recognised in profit or loss, except that for an
investment inan equity instrumeantwhich is not held for trading,
IFRS & pravides, on Initlal recognition, an Irrevacable election to
prezent zll fair value changes from the investment in other
camprehensive incaome (OC)) ion is available on an
individual share-by-share basis. Mo amount recognised in OCH s
ever reclassified to profit or loss ata later date. The Group has not
yelcompleteditsanalysisofthe impactoftharevised Standard

Revised 1AS 24 ("Related party disclosures”). The revised Standard
adds new relationships to the definition of a related party and
addresses disclosure exemptions for the government-related

entities. The Group

The ele

| ] as nat yet completed its analysis of the
impactofthe revised Standard

Amendment to IFRIC 141A5 19 (*The Limit on a Defined Benefit
Asset, Minimum Funding Reguiremeants and their Interaction")
The amendment of IFRIC 14 addressesthe accounting rreatment

for prepayments made when there is also a minimum funding
requirements (MFH). Under the amendments, an en
required to re

A

Ze certain prepayments as an assel, The
Group has not yet completed 7ts analysis of the impact of the

revized Standard.

. FRIC 19 (*Extinguishing Financial Liabilities with Equity
nstruments’). The Interpretation clarifies that eguity
instruments issued to a creditor to extinguish all or part of a
financial liabilityina debt forequity swap' are consideration paid
naccordance with |AS 39.41. The Group did not Issue equity 1o
extinguish any financial liability during the current period
Therefore, the Interpretation will have no impact on the
comparative amountsin the Group's financial staternents for the
yearending 31 December 2010, Further, since thelnterpretation
canrelate anly totransactions thatwillaccurin the future, itis not
possible to determine in advance the effects the application of
thelnterpretation:

(ff)Adoption of standards effective from 1
January 2009

Asofl January 2009, the Company adopted the IFRSz below, after they
have been approved by European Union. The financial statements
have been amended as required, In accordance with the relevant

quiremeants

ctivefram 1 January 2009.The
andard requires segment disclosure based on thecomponents
of the entity that management manitars in making declsions
about operating matters, The Group considers that the new
standare inanclal statements
because the management of the Group considers all activities
togetheras asinglesse

«  Revised IAS 1 {"Prese

«  |FRSB("Operating Segments”) eff

.}

esnot have animpact

ment”,

ion af Financial Statements”) effectiv

o

fram 1 lanuary 2009, Therevised Standard requires infarmationin
financial statements to be aggregaled on the basis of shared
characteristics and introduces 2 statement of comprehensive
ncome. ltems of income and expense and components:
comprehensive jncome may be presented either in a single
statement of comprehensive income with subto ar in two
lowedbya
ymprehensive income), The Group decided to
present two separate statements,

*  Revised |AS 23 ("Borrowing Costs™) effective from 1 January 2009

The revised Standarg iire the capitalization of borrow
< that take asubstantial period ef time to
The Group ag

)
d

plies the revised 1AS 23

«  AmendmentstolA527({"Consolidated and Separzte Financia
Statements”) effective for annual periods beginning on ar
after 1 lanuary 20 he amendments remove the dafinition
of "cost-method” currently set out in [AS
require all dividends from a subsidiary
entity or associate o be recognised asine
nnancial statements of ||'l(' nvestarwnen tne |._|I[I I reg

27, and Instead

sintly controllea

e inthe separate

3

the dividend is established. In addition, the amendments
B nd income is
deemed to be an indicator of impairment. Amendments to
A5 27 are not relevant as these ara the consolidated financia
statermen thelGroup

provide guidance when Lhe ol d

= Amendments nstruments:
Presentatio of Financia
Statements”) effective for annual periods beginning on or
after 1 January 2009. The amendments introduce an
exemption tothe principle otherwise applied in |AS 32 forthe
zn of instruments as equity; the amendments
allow certain puttable instruments issued by an entity that
would normally be classified as labilities 1o be classified as
i only If they meet certain conditions. The
rll"l"'l.|rl'l"'.- are not reevant o 'I‘Il. t-"tiljil"- fnancla
statements,

classific

equity if a

Trll .-‘:L'Ef:F:-'IL:II of the new ar amend E'..-Illlju'(,:'\ did not have 2
significant Impact on the Group's consolidated financia
staterments
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3 Land and land Buildings and Machinery Control Vehicles Other Construction Total

improvements special and devices fixed in progress
installations equipment assets
Property; Dlant and EQUIDment REVALUATION RESERVES
Balance as at 1 Jan. 2007 - - - - - - - -
Themovementsof property, plantand equipmentfrom 1 January 2007 to31December2009are asfollows: e el e ST 57378 2497 343 15,216 1034 156 303077
Release of revaluation surplus 5 3 : : T z : 2
Land and land Buildingsand Machinery Control Vehicles Other Construction Total Balance as at 31Dec. 2007 57,378 227,293 15,216 3,034 156 i i 303,077
improvements special and devices fixed in progress
nstallations  eguipment assets ncrease in revaluation reserve - - - - _
Heleaze of revaluation surplus - - . - + 3 : 3
cosT Balance as at 31 Dec. 2008 57,378 227,293 15,216 3,034 156 . - 303,077
Balance as at 1 Jan. 2007 10,280 4,345,087 1,805,519 213,794 54,812 24,137 570,462 5,024,091 -
Additions 625 2139 1.525 1,061 1,824 529 251210 258313 ncrease in ravaluation reserve s - - c s
Transfers from 30254 266,015 45,444 2073 1,966 . (348,752 Release of revaluation surpius
CONSTIUCTION 1N Progress Balance as at 31 Dec. 2009 57,378 227,293 15,216 3,034 156 = = 303,077
Disposals ¥ 6,244 [35.546) [4,361) 1,19} {357) S (62103
: - . CARRYING VALUE
Balance as at 31 Dec, 2007 10,905 4,361,238 2,033,313 258,938 57,5313 26,275 471,920 5,211,302
Addditions 31277 2491 {107 1967 2020 2133 382931 395156 Balance as at 1 Jan. 2007 10,280 987,545 683,374 73,442 4,979 5,638 570462 2,335,720
fexnoas ; rl_ et =5 :,n = IS:'.‘- ‘;;; & -'Cl b ;;:_r-' > o Balance as at 31 Dec. 2007 68,283 1,171,270 Be4,765 118,577 6,333 5,608 472,920 2,707,756
Transters fram ? 33045 B6868 28806 5326 kiao4a3) Balance as at 31 Dec. 2008 71,563 1,220,113 1,030,696 126,473 5563 11,306 400,392 2,866,106
constiuction in progress I iy o S e Balance as at 31 Dec, 2009 72,485 1,154,003 1,034,343 135,757 4,229 27,406 541,272 2,969,585
Disposals (=)} (3,146) [25,145) 12,3301 |BE4) [355) > (35, 866)
Balance as at 31 Dec. 2008 14,185 2,493,558 2,292,343 286,701 59,034 34,379 400,392 5,580,592
2 =4 i T : i The additions of property, plant and equipment incluge also  Bullding and special installations are represented mainly by
Add tions -’-i:’f.l . jf_"f _""':"' 1"5'% 338 __3"10'3':'_9 339.a74 transfers of construction in progress. Construction in progress is  transformation stations and high voltage power gridlines.
I.-'.r_s_'ers_fr-:\_r'? . 4 35,993 28:445 234 20060 (205425) represented mainly by modernization works ectric lines, Machinery and eguipment are representad malnly by transformers,
; 3n:.__|_1._"_|c-|. IR - P S (2177 o T o S—— stationsand advances to suppliers of fixed assets, During 2009, the  measurement equipment and means of communications relating
Disposals L) (3e24) (18.504) (8.177) (8822) (321) {5.045) majar transfers from constructian in progress to fixed assets were  totheelectric power networkof 110KV, 220KV, 400 KV and 750KV
Balance as at 31 Dec. 2009 15,107 2,508,612 2411,231 312,236 52,344 54,716 541,272 5805518 representad by: 7
ACCUMULATED DEPRECIATION « |mprove safety related to installations of Bucuresti Sud
Balance as at 1 Jan. 2007 - 1,357,542 1,122,145 140,352 49,833 18,499 - 2,68837 substation;
«  Modernization ofthe Cernavoda station;
Depreciation expanse 69227 101,134 721 2,797 182 826 *  Modernization of400,220/110kV Gutinas substation;
Accumulated depreciation - 19.508) (32.315) 14,168 (1,264} (285) (54.574) «  Moderpization of the main cireuits fram 220/110kV 1salnita
of disposals ] craticn:
Balance as at 31 Dec. 2007 = 1.417.261 1,183,964 143,395 51,336 20,667 - 2,816,623
Depreciation expense z BS 47T 118827 22,126 3,083 2,743 S 232 265
Accumulated depreciation (2,000 [25,928) 802) [337) 31,326)
of disposals
Balance as at 31 Dec. 2008 - 1,500,738 1,276,863 163,262 53,627 23,073 - 3,017,563
Depreciation expense ¥ 7019 130478 23,5957 3,209 4,404 1 245087
Accurmulated depreclation 15,545) (15.237) [7.726) [B.585) (167} [37.640)

of disposals

Balance as at 31 Dec. 2009 - 1,581,812 1,392,104 179,513 48,271 27,310 - 3,229,010




4,
Intangible assets

T'm"|:_-'-,'-;_'r"v"l,_\||'|||'.L-,|||:_1||1I5_'d*_-t,u_‘l:.l'(:rl' Tlanuary 20071031 December 2009 are the fallow ng

Licences and patents Other intangible assets  Intangible assets in progress Total
COST
Balance as at 1 Jan. 2007 2,444 18,377 22,040 42,861
Additions 859 5,436 6,114 10.413
fransfers from intangible assets in progress 4,112 (4,112 =
Disposals [328) |67 13595}

Balance as at 31 December 2007

Additions
Transfers from intangible assets in progress
Dispesals

Balance as at 31 December 2008

2,975

110

372

3,457

52,679

5168

Additions 19 396
ransfers from Intangible assets in progress 542
[isposals |95} ( = 1358}
Balance as at 31 December 2009 3,923 35,733 23,201 62,857
Accumulated amortisation
Balance as at 1 January 2007 2,220 7,989 - 10,209
Amortisation expense 34 1,490
Accumulated amartisation of disposals (247} (302}
Dizposals for no consideration
Balance as at 31 December 2007 2,297 - 16,397
Amartisation expense 745 8490
Accumulated amortization of disposals - (11}
Balance as at 31 December 2008 3,042 24,676
Amortisation expense 509 527 2036
Accumulated amortisation of disposals {55} (188} (283}
Balance as at 31 December 2009 3,456 28,973 - 32,429
Carrying valua
Balance as at 1 January 2007 224 10,388 22,040 32,652
Balance as at 31 December 2007 678 11,558 24,046 36,282
Balance as at 31 December 2008 415 6,342 26,386 33,143
Balance as at 31 December 2009 AGT 6,760 23,201 30,428

Intangibleassatsinprogressarereprasented mainly by software related toElectricity Exchange and electricity balancing market.

5.
Financial investments

Asat 3] December 2009 and 31 December 2008, all available for sale securities are carried at cost because they are not publicly traded and
managementof the Groupis notabletomeasure reliably theirfairvalue

6.
Inventories

Asatdl December200%9and 31 December 2008 inventories areasfollows:

31 Dec. 2009 31 Dec. 2008

3385

2857 ;

41,508 42,90

a

Trade and other receivables

satd] December2009and 31 Decamber 2008 trade and otherrecaivables areasfollows:

31 Dec. 2009 31 Dec. 2008
Trade receivables FE1.052
Other recenables 15,383
VAT receivable B.201
nCome tax receivable 24,784
Allowance for doubtful receivables (1,139)
Total B4B,321

er receivables in amount of 27,636 include |ate payment interest with a value of 15,330 {the highest amount was invaiced to Tota
ctricQltenia sAinamountof 2,740)



Asardl December200%and 31 December 2008 trade receivablas areasfollows

31 Dec. 2008

Clients - energy market 5702
Other clients 1256

28
e
Total 582,849

7685484
5,608
781,092

Themastimportant clients from energy market are: 5C Electrica SA,
SCEnel Energie Muntenia Sud SA, 5CE-ON Moldova Furnizare SA, 5C
Societatea Nationala Muclearelectrica 5A, 5C Complexul Energetic
Craiova 5A, 5CEnelEnergieSA, 5CElectrica Furnizare Muntenia Nord

8.
Cash and cash equivalents

As at 31 December 2009 and 31 December 2008 cash and cash
equivalentzareas follows:

SA, SC Electrica Furnizare Transivania Sud SA, 5C Hidroelectrica SA
and SCCEZ Vanzare 5A. Asat 31 December 2009 and 31 December
2008, these clients represent 56% and 59%, respectively from the
|ZJ|-||: |I!'r|"‘-"I:II'I"'l"-Z'II!'lI_]".'H'.;!":I"I

Forthe purpose of the consolidated cash flow statement, cash and
cashequivalentsasat 31 December 2009and 31 December2008are

ollows:

31 Dec. 2009 31 Dec. 2008

C and cash equivalents 162,906 223318
Fatty cash 136
Other cash equivalents 55 Filss]
Total 163,610 224,219

31 Dec. 2009 31 Dec. 2008

Cash ar
Short term loans (credit fines) 40, 17a)
(see Note 11} )

Total 123,434 212,161

ash equivalents 163610

9.
Shareholders' equity

Sharecapital

As at 31 December 2009, the authorised issued and fully paid up

share capital of the Company consistsof 73,303,142 ordinary shares

withanominalvalueof 10LEl/share

Asat 31 December 2009 thesharehalding structure isas follows:

Shareholder Numberof MNominal % from
shares value share capital

Romanian atate throwgh MEF 54,015,781

Fondul Proprietatea §RG5 212
Private investors 9,329,149

Total 73,303,142

As at 31 Decembe ]
ncludes the effect of restatements relating to prior periods,
required by the application IAS 29 *Financial Reporting in

r 2009, the share capital in amount of 1,091,526

iyperinflationary Ecanomies”, as described in Note 2 (b). The
reconciliation of sharecapital izasfollows

Sha
Aestatementdifferenceinaccordance with |AS29

capital (nominalvalug)

Restated sharecapitalbalance 1,091,526

The holders of shares are entitled to receive dividends as declared
's

andareentitledtoonevate pershareatmeetings ofthe Compa

Share premium

All shares issued within the capital increase by initial primary public
& were subscribed and wholly pald against the lssue
. The share premium amounting to 49,843, namely the
difference between the lssue price and the nominal value, was
recordedinthe Company'sreserve account,

Legal reserves

reserves inthe amount of 37,630 as at 31 December 2008 and
37,226 as at 31 December 2008, respectively, represent legal
Meseryes acoord "(_;l:.'l' Il"§.|:'I|LI|l.'!l’;,-':IrlrllII'I.Il‘-.'."!'.l'I'II"" anmot
be distributed. Legal reserves include the effect of restatements
f to prior periods, required by the application 1AS 29
al Reporting In Hyperinflationary E es”, The
flegal reservesisasfollows:

COnG

(statutory amount) 37,438

Restatermentdifferenceinaccordance with!A529 192

Restared legal reservesbalance
Revaluationreserves

The revaluation reserve s inamaunt of 276,201 as at 31 December

10.
Deferred income

Deferred incomea includes mainly the special fund for develapr fthe
enery system received from the Ministry of Economy and Finance,
cannection fees, the allocation of interconnection capacity and other
subsidies, During 2009, the Group received subsidies in amount of
nly represented by the connection fees in amaunt of 47
and irvestments: financed through non refundable
amountof3, 110,

The movement of long term deferred income for 31 December 2005 and
far 31 Decernber 2008 is as foll

94 387, m,

nare lzans in

31 Dec. 2009 31 Dec. 2008

Opening balance 28,065
Subsidies re d 94,387 41,098
eaze of deferrad income (16270) (16,368
Total 230,912 152,795

2009 and 303,077 respectively as at 31 December 2008.
ray
with the disposal of the corresponding tangible assets. The
decrease in the revaluation reserve is the effect of amendments
ietheFiscal Code begin

The
earn 'I|_|'E. [Ty T2

Jalion reserve |5 1ra red [o the retained

ningwith 1 May 2009 (see Note 14and

;'.‘-".-_l..

Otherreserves

As at 31 December 2009, other reserves are in amount of 922,
representing landforwhichthetitle deedswere obtained.

AsdescribedinMNote 22 landforwhichthetitledeedsareobtalinedis
first recognized in other reservas and followed by an increase in
share capital after it is recorded at the Romanian Trade Register

Qffice

Retained earnings

sinad earnings represent the accumulated results of the Group.
The retained earnings are distributable based ontf
consolidatedfinancial statements.

statutary non

The vaiue of dividends approved for distribution from 2008 profit
was 21,991. Thevalue of unpaid dividends as at 31 December 2009

andasat31 December2008is1,5

S56/and 1267 respectively

The movement of short term deferred income for 31 Decembear 2009 2nd
for3 1 December 2008 is as follows:

31 Dec. 2009 31 Dec. 2008

Opening balance 8,508 18,544
Revenues in advance related BR.O7 135,540
o interconnection capacity

Revenues from consumption (93.434) {145576)
of the interconnection capacity

Total 3,145 8,508




I
Borrowings

Long term loans

Asat31 December2008and 3] December 2007 longtermlioans

areasfollows
Description 31 Dec. 2009 31 Dec. 2008
60451 720941

) 184,887 3
KW 9787 (2] 13,520 19,007

West LB (d) 22,161
MIB PIL Mo 02418 (2] 47,2590
IBRD 7181 282404 278,777
MIB PIL No.03/5 ( B7.524 91,660
MIB PIL Mo 02 46,853 49067

KA 10431 (i)

BCR = World Trade Centre 398 {j)
Ca YO kK

KW 1130041

JBIC {m)

Raiffelsen Austria {n)

EBRD 33354
Alpha Bank (p) 37,000
Less: Current amount of (157,099)
the long term loans

Total long term loans, net 947,211 1,011,271
of current amounts

49,162

.r'_l

(126,917)

Long term loans are detailed as follows:

{alloanfrom EBRDNo.206

The purpose of the loan was to finance the Rehabilitation of

Transmissian— Dispatch System, The total amount outstanding s as
at 31 December 2009 USD 20,588,800, The loan bears six months
LIBOR plus 1% interest rate. Repayment is scheduled over 10 years
from2004 102013

Theloan agreementincludes certain financial covenants: (il a Debt
Service Cover Ratioof notlessthan 1.3, (i) aratio of Long Term Deit
to Equityof notmarethan 2.3, (i aratio of Current Assets to Current

Liabilities, 1.2.{iv) aratio of Total Operating Revenues
erating Expenses of not less than 1.3 and (v} maintain
hinterest paymentdate,ina
the

to total O

during the 30 day period preceding
Debt Service Account, a minimum balance equal 1o 11
amount of principal, interest and other amounts scheduled to
become due and payable to the bank at the naxt interast paymeant
clate,

{blLoanfromEIBNo.20.864

The total amount cutstand ember 2009 under the
loan agreement, which was concluded in 2000, is EUR 43,727,124,
The lpan bears a variable interest rate, being the Interest rate
applicable at the date of the disbursement notice. Repayment is
scheduled over 10 years in 20 instalments from 2006 to 20715, The
pUrpOsE eloanistafinance the Rehabilitation of Transmission -
DispatchSystem

ment includes certain linancial covenants: (i) a Debt
ce Cover Raticof notlessthan 1.3; (i) aratio of Long Term Debt
to Equityofnot morethan 2.3; (il aratioof Current Assets to Current
Liabilities, of not less than 1.2, and {Iv) a ratio of Tot

Revenuestototal Operating Expensesof notlessthan 1

al Operating
L1

[c)Loanfrom KfWNo. 9787

The loan from KIW was granted on 18 September, 2001, The total
amount outstanding as at 31 December 200515 EUR 3,292,181. The
purposeoftheloanistofinance the Rehabiltationafthe 400/1 10 kY
ConstantaNord Switching Station. The loan bearsa variable interest
rate of six mon EURIBOR plus 0.725% margin. Repayment is

5

schoaduled over9yearsin 17 instalmentsfrom 2004102012

[diLoanfromWestLB

12, The tatal
70,686, The
f 4007170 kY

The lean from West LB was granted on 5 February
amount outstanding as at 31 December 2009 1s EL
purpose of the loan is to finance the Rehabilitat

Oradea Sud Statlon, The loan bears a variable Interest rate, which Is
of six months ELURIBOR plus 0.5%. Repayment is

the interest ra
scheduled over9yearsin17instalmentsfrom 20

4to2012

[e)LoanfromMNIBEPILNG.02/18

The loan from NIB was granted 2003
outstandingasat31 Decemnber2009isUS0D14,928,983.The pL
of loan is to finance the rehabilitation of Switching Station 400
Wslatina. The loan bears avariable interest rate of six months LIBOR
plus 0.9% margin. Repayment is scheduled over 10 years in 20
nstalmentsfrom 200810 2

018

(flLoan from IBRD No 7181

The loan from IBRC was granted in 2003 for the obje
Market”, The total amaount outstanding as at 31 [
EUR 66,780,676, The loan bears a variable interest ra
the cost of qualifizd loans granted by IBRD on the financial market.
Th ayment is performed blannually, starting 15 July 2008, the
lastinstalmentbeingscheduledon 13 January 2020.

The loan agreement Includes certain financlal covenants: () a Debt
Service Cover Ratio leszthan 1.3; (i} aratioof Current Assetsto

CurrentLiabilities, of notlessthan 1.2

(glLoan from MIB PIL No. 03/5

[he loan from NIB was granted at 12 Movember 2004 for the
rehabilitation of 400/220/110 kV Gutinas 5t [he amount
outstanding asat 31 December 200915 EUR 20,700,000, The interast
rate is six months EURIBOR plus 0.85%. Repayment is performed
hiannually, in equal Instalments starting 15 March 2009, the last
nstalmentbeingscheduledon 15 5eptembar 2018

(h)Loan from MIB PIL No. 02/37

loan was granted by NIB 25 February 2004 for the
rehabilitation of Rosiorl 5tation, The amount outstanding as at 31
December 2009 js EUR 11,081,095, Interest rate is six months
EURIBOR plus 0.90%, repayment s performed biannually in equal
matalments starting 15 September 2008, the fast Instalment being
scheduledon 15 5eptember 2018,

(iJLoan from KfW No. 10431

The |pan has been granted by KPW on 12 August 2004 far the
objective of the rehabilitation of 400/220/1 10 kV Sibiu Sud
Station. The amount outstanding as at 31 December 2009 (s EUR
17.487,709. The interest rate |5 six months EURIBOR plus 0.60%, th
repayment being performed biannually, in equal instalments

starting with 31 January 2008, the last instalment being
scheduled on 31 July 2017

()Loan from BCR No. 398

[he loan was granted by BCR on 7 October 2004 representing
advance financing of the modernization of Bucuresti 5 d Sitiu
Sud Stations. The amount outstanding as at 31 December 2009 is
HOM 20,000,000, Interest rate is six months BUBCR plus 0.5%, the
repayment is performed biannually, in egqual instalments starting
with 15 April 2007, the last instalment being scheduled on 13
October2013.

(k)Loan fram Calyon

The loan was granted k alyonon 12 March 2003 fo
the renabilitation of Switching Station 400/220 kY Slatina. The
amount outstanding as at 31 December 2009 |s USD 4,285,714
nterest rate 1s six months LIBOR plus 0.7%, the non-utilization
commission being 0.3%. Repayment iz performed biannually in 14
equal Instalments, starting with 30 June 2006 untll 30 December
2012,

inancing of

(lLoan from KfW No. 11300

The loan has been granted by KPW on 12 August 2004 for the
rehabilitation and modernization of Bucuresti Sud Station. The
amount outstandingasat 31 December 2009is EUR 24,451,251 The
nierestrateissixmonths EURIBOR plus 0.60%, the repayment being
perfarmed biannuaily, inequalinstalmentsstarting with 31 January
8.thelastinstalmentbeinascheduledon 31

(m)Loan from JBIC

ng as at 31
December 2009 is JPY 1,834,797 000, The interest rate is 3.10%, the
repayment being performed biznnually, in equal instalments
starting with 15March 2007, thelastinstalment being scheduled an
155eptember2ole

(niLoan from Raiffeisen Zentralbank Osterreich AG

nwas granted by Ra sen Austria on 14 March 2006 for the
ilitation of 171 stations. The amount outstanding as at 31
er 2000 is EUR 3,998,246, The interest rate s six manths




EURIBOR plus i, the repayment being performed biannually, in
12 equal instalments starting with 10 May 2009, the last instalment
being scheduled on Movember 2014, This loan is guaranteed by
Coface. According to addendum from 22 December 2008, the loan
wasreducedfromEURS 458,646 t0EUR4S,797 895

{olLoan from EBRD No. 33354

Theloanhastwocomponents:ALocangranted by EBRD inanamount
nottoexceed EUR 18,200,000and B Loaninanamountnot toexceed
EUR5,000.000, Theloan has been reducedin 14 April 200/ upto EUR
16,326,155 (A loan ELUR 12,B07,587 + B loan EUR 3,5 E,.,GEI The
amount ou ngasat3l December 2005 s EUR 8,482,661 far A
lgan and EUR 2.£ .ﬁ.% 126 for B loan, The interest rate Is six months
EURIBOR plus 3.00% for A Loan and six months EURIBOR plus 2.75%
for B Loan, the re 1t being performed biannually, for ALoanin
18, respect stalments starting with 25
MNovember last instalments being scheduled on
Movermnber 20716 for A Loanand May 2014 forB Loan

Theloan agreement Includes certainfinancial covenants: (i} ) a Debt

The Group has not undertaken any measures in order to cover the risks
relating to its obligations expressed in foreign currency or those risks
i ated with interest rate

All the long term laans, except for loan from JBIC, bear a variable interest
the accounting value of the long term loans is an
airvalue,

approximation of its

s engagement commissions for the credit facilities which
1 .75 % per annum from the amaount not :l'"'-'-

The Group pa
vary bet
drawr

Az at 31

the long term |pans guaranteed by the
wiah the Ministry of FEconomy and Finances
4, MI8 PIL N 03/5, NIBPIL NG D218, NIB

Romantan Governme

are;

PILNo 02

The loan Haiffelzen Zentralbank is guaranteed in proportion of 85% by

Cotace; The loans KW 9787 and West LB are guaranteed by &

25 from the Romanian Commercial Bank ane secured with the

following:

+* Pledge on cash-inflows in the accounts open with Romanian
Commercial Bank;

» Pledge on ;m*
Munlenia 5A

« 13 prom 5;&'\,- notes issued by the Company in the favour of the
Romanian Commercial Bank equalling the loan instalments payable

s
-

and future receivables from Enel Energie

5, (i) a ratio of Long Term Debr
aratioof Current Assets to Current

C ef Ratio of not less
to Equity of not mare than 2,
Liabilities, of not lessthan 1.2

{plLoan from Alpha Bank

The loan was granted by Alpha Bank in July 2009 for the
renabifitation of Gutinas, Bucuresti Sud, sa ,Guralalomisei and
Gadalin stations. The amountoutstanding asat 31 December 20095
ROM 37,000,000, The loan bears avariable interest rate of slx months
ROBOR plus 2% margin. Repayment is scheduled over 5 years in 10
Instalmientsfrom 2010 014

Longiermloansarc repayable asfoliows

31 Dec. 2009 31 Dec. 2008
Between 1 and 2 vears 142,291
Between 2 and 5 years 433022
Ower 5 years 136,579 435,558

Total 947,211 1,011,271

and the related interests, the maturity being in accordance with the
repaymant schedule agreed with the foreign banks.

Thee lnans EBRD 33354 is guaranteed by Transelectrica with assignment of
receivabies from transmission contracts concluded with SC FOFEE
Electrica Transifvania Nord 54, while the loan BCR 395 is guarantesd with
assignment of receivables from contract concluded '”|1h Complexul
Energetic Rovinar 54, with the promissony notes Issued by the Comparny
i the favour of the Romanlan Commercial Bank, equalling the loan
instalments payable

The loan Nr:h.. Bank is guaranteed by assignment of receivables from SN
and other third parties acceprable forthe Bankand a
curity averall accounts openead with the Bank,

As at 31 December 2008, the Group's pre-tax working ratio and current
ratio did not vary significantly compared to the covenants stipulated in
the loan agreements. The respective loan agreements are; EBRD 906, EIR
20864 FBRD 33354 and IBRD 7181

If covenants are breached and the matter is not remedied to the
satisfaction of the credit institutions within a reascnable pericd of
time from the written notification by the credit institutions, the credit
institutions may reguire the acceleration of mawrity of the loans
drawnand not reimburse
The management of the

Group believes that the lang term liabilities

inamount of 498,630 should not b be classified as current liabilities due
tothefoliowing:

+ thecovenant breach Is not substantial;

« the Group has the capacity and intends to make all loan
repayrments inaccordancewith the loan ag :

+ the contractual clauses stipulate that the ¢
to grant the Group a reasonable pericd of time so that it could
take the necessary actions in order to comply with the financial
covenants;

+ the loans are guarantesd by the Romanian State. For all these
loans, the Group settled its obligations regarding the risk
commissions,

t Institutions have

Noearly reimbursement notification has been received by the Group
5o far, neither for breach of covenants nor for breach of any other
contractualissuesinthe loan agreements.

Short term loans

As at 31 December 2009 and 31 December 2008 the short term loans
are as follows:

31 Dec. 2009 31 Dec, 2008

Current portion of the long term loans 136,911

Short term loans (credit lines) 2,058
Interest related to long and short term loans 16,691

Total short term borrowings 202,994 165,660

12.

Therefare, the Group considers T 15 appropnate to classify the
respective loans -as long-term borrowings in the consolidated
financlal staternents as at 31 December 2009,

The Group concluded a loan agreement in amount of 33, Lel
inFebruary 2000 {see Mote 27).
efinancial ratigs not complied with as at 31 December 2000 are;
Ratio The value of the ratio Loan Realized
according to agreemeant value
contracts’ provisions
o-Tax working Minimum 1.3 EBRD 506 A6

ratho EIB

Current ratio Mirimum 1.2 EBRD 906
IBRD 7181
EBRD 33354
EIR 20864

“ 1.

TR e

he Group has three revolving credit lines, one contras
Transelectrica with ING Bank N.V. Bucharest Branch, of 35,000
through Smart subsidiary contracted with ING Bank NV
ucharest Branch of 16,000 and w '."“HL-LI Jupe Societe Generale
of 1,500, During X
financing sources used in the operating activities.. As at 3
Decembear 2009, the balance of credit line contrac by
Transelectrica with ING Bank M.V, Bucharest Branchis 26,459 and far
the lines contracted through Smart subsidiary with ING -‘ank MY
BucharestBranchis 12,285 iwith 8RO Groupesociate \..,.rlf ]

these credit lines have increased the

Employee benefits obligations

As at 31 December 2009 and 31 December 2008 the Group has an
obligationregarding the emplovee benefits, as described in Note 2(t},
intheamountof 22 283 and respectively inamount of 20,2

The estimation regarding these abligations has taken intc

considerationthe followings:

« Interest rate as at 31 December 2009 communicated by the
Maticnal Bank of Romania ("NBR") and interest rates estimated
by the Group for future periods;

) r.lr'-_:._
Mat

n rate as at 31 December 2009 communicated by the
ynal Statistics Instioute ("NSIT and inflation rates estimated

1,432 Thesecreditlines haveguaranteesattached (seeNote
by the Groupfor future periods;
« Electricity priceasat 31 December 2009 and the price estimated

by the Greupforfuture periods;

= Salaryasat3] December 2009 and the salaries estimated by the
Groupforfuture periods;

«  Mumberofemployees asof 31 December 2009 and the number
of employees estimated annually by the
"'IT:l|C.I:)"l."'L‘TUI'I'I'.'.I'M".'![EI"'?'. fe expectancy Infc armation rl'".lvl']i."'fj
by MSI,

Group Dased on
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Trade and other liabilities

As at 31 December 2009 and 31 December 2008 wrade and other

liabilities are as follows

31 Dec. 2009 31 Dec. 2008

Electricity suppliers 373328 588045
Suppliers of fixed 2

sels 111,639 95859

Liabilities towards employees 6,084 11,599
Other lizbilities 19,599 22356

Total 310,650 717,859

14,
Income tax

The Group's current income tax for year ended 31 December 2009
and 31 December 2008 is determined at a statutory tax rate of 16%
peingin

eduringfinancial year 2003,

As at 31 December 2009 and 31 December 2008 the income tax
expenseconsistsof currentincome taxexpanseisasfollows

2009 2008

Income tax 6,474 12,241
Defeired income 1ax {12,614}

Total {6,140} 12,241

e

A3 at 31 December 2009 and 31 December 2008 the net potential
deferred 1ax asset and deterred tax llablility are as follows:

he most important electricity suppliers are: 3C Hidroelectrica 54,
SCCoamplexul EnergeticTurceni 5A, SCElectrocentrale BucurestiSA,
SCTermoelectrica A, 5CElectrocentrale DevaSAand 5C Complexul
Energetic Craiova SA. As at 31 December 2009 and 31 December
2008, these suppliers represent 66% and 72%, respectively from the
totalenergy suppliers.

Other labilities in amount of 19,599 [nclude mainly guarantees for
warksexecuted bythesuppliersinamaount of 5,997,

Numerical reconciliation between income tax expense and the
product between accounting result and the applicable profit tax
rateareasiollows:

2009 2008

Profit before income tax 12,113 62 608
NCOMme tax at statutory rate of 16% G938 10017

on-deductible expenses 4256 29,925
of non-taxable income (2.292) 19,245)
L of timing difference not recognized at 16% (10,042) (18452}
Income tax (6,140} 12,241

31 Dec. 2009

31 Dec. 2008

Cumulative Deferred tax Cumulative Deferred tax
temporary [asset) / liability temporary (asset) / liability
differences differences

Property, plant and equipment (43,638 [44.416)

Subsidies
Retirement benefits
Revaluation reserves

Subtotal

[13,578)
[20.258)

(78,652)

Met deferred tax asset not recognized -

Total 89,139

14,262 178,652) 2

Starting with 1 May 2009, according to the changes in the fiscal
treatment of revaluation reserves, in compliance with Government
Emergency Ordinance no. 34/2009, amending the Fiscal Code, the
revaluations performed by the Group after 1 January 2004 and
booked on statutory financial statements, will be taxed
simultaneously with the deduction of the fiscal depreciation
respactively when the assets are disposed, as appropriate, The

Group recognized deferred tax liability inamount of 26 B7a directly

15;
Earnings per share

As at 31 December 2009 and 31 Decernber 2008, the eamings per

share were as fallows

nagquity. In the same time, the Group recognized deferrad tax asset

of12614fartheitemsmentionedinthe abovertable

Income tax recognized directly in eguity 2009

2008

Impact an deferred tax of fixed assets 26,876)
revaluation parformed after 1 January 2004
Total income tax recognised directly in equity (26,876)

Conzolidated net profit
MNumber of ordinary shares at the beginning of the year
Time weighting factor — months

2008 2008

£ Ly
i

=
(]
a3

9]

T U

Al

Basic and diluted earnings per share (LEl/share)

0.25 0.69

16.

Other tax and social
security liabilities

Asat 31 December 200% and 31 December 2008 the other tax and
socialsecurityliabilities areasfollows

31 Dec, 2009 31 Dec, 2008

Contribution to social security fund
Tax on salaries

Other tax pays
Total

17
Number of employees

ible

5526 6453
1,854 2330
632 7l

8,459 9,495

Thenumberofemployessasat 31 December 2009andasat 31 December 2008 was 3. 430and 3,550 respactively




18.
Operating revenues

Revenues have been computed using the averzge tariffs approved
through ANRE Orders No, 132/29 December 2008 and Moo 7915

Septemnber 2009, Balancing market revenues are the result of the
transactions onthe balancing market, as described in Mote 1

The revenues for the years endad 31 December 2009 and 31 December
2008 are as fol lows:

Dwring the years ended 31 Decermber 2009 and 31 December 2008

the gquantityofenergytransmitted wasas follows:

MWh 52,263,191 and MWh 58857677, respectively for

transmisslanservices;

MWh 52,263,191 and MWh 58,857,077, respectively for ancillary
SRIVICES

2009

1008

Electricity transmission 846,330 899,630
Interconnection capacity 03,434 146,104
Revenues from electricity transmission 939,764 1,045,734
Ancillary services 1,073,072 1,076,505
Reactive energy 3,028 13,435
Revenues from ancillary services 1,076,100 1,090,344
Balancing market 443 BRY 754424
Other operating revenues 01,858 07,554

Total operating revenues 2,551,649

2,988,066

19

System operating expenses and

balancing market expenses

2008

2008

lechnological losses 243,890 215,141
Ancillary services 490,68 534,507
Cogeneration 019,356 483,330
Other operating expenses 55,352 61,754
Operating expenses 1,307,906 1,295,216
Balancing market expenses 443 gAY 754424

Total 1,751,793

2,049,640

Balancing market expenses are the result of the transactions on the balancing marketl, as

describedinMNote 1.

20.
Financial result

2009 2008

FLErEst revenues 17,348 30,640
nterest expenses (42,461} 160,189)
et foreign exchange losses 62,657 (126,203)
Cther financial gains. net 1,310 182

Fimancial result (86,503) (154,570)

22,
Commitments
and contingencies

{(HCommitments

As at 31 December 2009 and 31 December 2008, the Group had
commitments given amounting 660,708 and 661,943 respectively,
representing onge
forthemodernizationand refurbishmentofthe transmission grid

g cantracisre atediothe investment pragram

(ii)Land used by the Group

1y

el

According tathe Grouppolicy, thefinancial statements include ¢
thevalue ofland forwhich title deedswereobtained asatthe da
thesefinancialstatements.

According toLaw No. 99/1995, incase the Company abtains thetitle
ofdeedstoland aftertheprivatisation, the land willbe considered as
contribution in kind of the State, In this respect, the
e the share capital inline with the value of the land, and the
beneficiaryofthisincrease will be theState

ompany will

ncrea

{iii)Commitmentsin accordance with Law
10/2001 and Law 247/2005

ccorgding to Law no 1072007 modified, the Romanian State

21,
Fiscal environment

The legalandfiscal environmentin Romaniaanditsimplementation
nto practice changes regularly and is subject to different
nlerpretations by various Ministriesof the Government, Incame tax
returnsaresubjecttoreviewand correction bythetax authoritiesfor
a period generally of five years subseguent to their filing.
5 that It has adequately provide

Management belis d far tax

abilities in the accompanying financial statements; however, the
risk remains that tax authorities could take differing positions w
regards to the interpretation of theseissues. Theirimpact cannot be
estimated atthistime,

decided Lo grant compensation in shares for thosewhose buildings
wore abusively expropriated. These shares could be submitied by
theirownerstothe Ministry of Economy togetherwith the optionfor
the naticna impanies I which the Romanian State had
participation, including the Company. The shares were allocated
from the Romanian State participation to the share capital of th

|[:.;Ir|:.-'

The weighted average price of the shares given to issued toformer
(Z-'."p'"l.'l';.'\p\'l'lll '|.;|'.-5'r|'l, ZZI('Z'HI',(ill':)('n‘-.—:[:_’l_l nEndwascommunicated
byB5Easbeing31.5425848 lel.

As at G luly 2007, the first shareholder certificates were issued to
those who were expropiated by the REomanian State and then their
rights were reinstaled under Law 10/2007 and who choose to
subscribe to became shareholders of the companies from the
portofolioofthe Ministry of Economy, during April 2004 - July 2005,

The allocation procedure endéad asat 29 Novernber 2007, according
to the Notice no XI¥/116530/31.03.2009 received from the Ministry
of Economy, Comission for reviewing the applications submitted by
ligibles for shares allocation to companies from the
onomy partofolio. According tothe above document,
3 shareholders certificates were issued, which means 2,062,726
areswith avalue of 85,063,709.7 741648 el

the person

AH

Until 31 December 2009, there were recorded transfers to hte
Shareholder's Reglstry administrated by the Central Depository
representing 2,062,362 shares, respectively 2.8% from the otz
sharesissued by the Company.




Asat3t December 2009, thisallocation procedure wasn tregistered
totheTrade Registry Office

(iv)Litigation in process

Az ofthedateofthese consolidatedfinancial statements, the Group
was involved in a numberof 201 litigations in process, (n 82 of them
the Group acts as a plaintiff or a challenging party, while in 119 of
them the Group is @ defendant. The management analyses the
status of the litigation In process regularly and after consultatior
with its legal representatives considers the appropriateness of
providing for or
consolidated financ

losing the amounts involved In the
il staternents

The [T'd"d(jf:‘l'n’:"" of the Group considers that, the consolidated
financial statements of the Group contaln adegquate pravisiens for
the circumstances when settlement of I|t|q=' on in process will
sultinan ocutllow ol resources Based on theinformation available,
the management considers that there is na significant litigation in
process which should be provided, In addition, there are no
by amount invalved could
result in significant contingent assets or liabilities for the Group's
activity.

litigation casas which either by nature ¢

(v)Statutory revaluation reserves asat 31
December 2009

As at 31 December 2009, Group statutory revaluaticn reserves are in
amount of 1,279,875 and according to the provisions of the Fiscal Cade
the next two categories are distinguishec:

= Beginning with May 1, 2009, statutory reserves from the revaluation
af fixed assets, including land, recorded after .:]"-u.‘.ry 1, 2004, which
=d when calculating  taxable orne through tax

1r*r,lr:'_ aticn expenses of assets transferred andfor cegsed, is taked
simultaneous with the fiscal depreciation deduction, or when the

i

assets are disposed, as appropriate. Statutory revaluation reserves of
fixedt assets are transferred to reserves representing
revaluation reserve surplus when the revalued assets are dis
while in the consolidated financial statements the transfer w
reflected in retzined earnings. As at 31 December 2009, thesa
reservesareinamountof 205,531

= Statut 5 from the ed assets, including land,
recorded untll December 31, 2003 plus the portion of the revaluation
performed after lanuary 1, 2004 relating to the period before April 30,
2009 and plus the revaluation reserve taxed during 1 May - 31
December 2008, are In amount of 1,074,344, Realized rese
laxabla in the uture, in case of changing the destination of reserves
in any form, in case of liguidation, merger and including using the
reserves for covering the Company's |osses, except for the

a T

tlon reserve taxed after 1 May 2009, As at 31 December 2004

e af f

reser eval

Wes ang

oy,

the statutory realized revaluation reservesare inamount of 27 493

(vi)Guarantees

ne credit lines menticned above in Note 11 are contracted by
Transelectrica and by Smart 5A, Company's subsidiary. As at 31 December
2009, the guarantee of Transefectrica for the credit line from ING Bank N
Bucharest Branch iz represented by assignment of receivables from
contract no. C385/28.12.2006 concluded with 5C FEEE * Electrica
Furnizare Muntenia Mord”, The guarantee of Smart 5A for the credit line
from BRD Groupe Societe Generale is represented by a first ranking
mortgacg f d located in S 3 Corneliu C
Street, Sibiu County, while for credit line from ING Bank MY Bucharest
Branch the quarantees are:

. _.ﬂ ment of receivables from maintenance contracts, main ¥
cluded with the Company;
« real moveable security over all Smart 54's accounts openad with ING

Bartk V. Bucharest Branch;
= firstranking mortgage over an industrial complex, located in Craiova,
25 Prelungirea Targulul 5treet, Dolfcounty;

In zccordance with the license noo 16172000 regarding electricity

transmission and system services, the Company has to maintain a
financial guarantee in amount of 1% of the turnover :;m-*'] r-I 'w
activitles authonzed by this license. This prote
q activities and covers am
be incurred according to the license contractual clauses. In order to
comply with this obligation, the Company concluded a guarantes
agreement with BCR-WTC, the value of the guarantee letter being 24,546
asof31 December 2004

(vii)Operating environment

Although Romania is a member of the European Union starting with 1
lanuary 2007, the Romanian economy has the characteristics of an
"IE"Z_]f'[Il I"-Jlkl_‘l_ sSuch as.a "IE_ElI current .‘.Z_IE)IJ"| I_l-:_"l 1, 3 II'I-J[IlI 12l
market relatively undeveloped and variances of theexchange rates.
Currenzly, the internarional financial markets feel tha effects of the global
financial crisis from 2008. Those effects were felt by the Romania financial
market, in the form of fall in |':'if"'f. and liquidity on the capital markets and
l"fC‘l-UI' dar fnc e |"II""1|| T LErm |r| n(_l"'ll"[i:' (%]
the giobal crisis of ligu :lt*, The significant losses experienced in the
global financial market could affect the ability of the Company to cbrain
new borrewings at terms and conditions similar to those applied 1
EariE [':I"\r!:_'.l(::ll‘

he analysis of the compliance with the loan agreements covenants and
the valuation of the significant uncertainties, including uncertzir
Clated with the Group's ability to continue as a going concern for a
reasonable period of time, represent the permanent concern of the
\_UH'[_:.J,TI':' Smana :Ii'-_'lT'E‘l'l'_

he financial staterments do not include any adjustments related to the

SLAES

recoverability and dassification of asset carrying amowunts or related 1o
the classification of labilites that might result in case the Group s unable
to continue as a going concern, because is applicable the going concern
principle.

The management considers that the going concern assumption used in
the preparation of the accompanying consolidated financial staternents
rc![f-_'l’_| L APTREr lance and [i'll-_" I'Ir_}l.._,r;_!l MCNCDCHY

15d Z}F!'!_l;}r dle, :_|"\.-|7-rl 1
position of the Company within the national ener
The financial position of the Company depends on the future palitics
regarding the tariff adjustments, anddor on the continuous sustainability
fram the Rormanian Government

23,
Group structure

The Group companias and the percentage of ownership exercised by
the Company are as follows:

Entity Country 31 Dec. 2009 31 Dec. 2008
of Origin % of total shares % of total shares

SWART 54 Romania 100 100
TELETRANS 54 Homania Tog 100
ICEMEMNERG 54 Romania {ahy] 100
QPCOM 5A Romania 100 100
FORMENERG SA Rormania 1 100
ICEMENERG SERMICE SA  Rormania 100

SCSMARTSA

S5C SMART 5A, with registered «
Bucharest has as
es for the transm

313 Magheru Bouleva
ties the provision of
malntenance se dispatcher system, It
was setup by Romanian Government Decisionno, 710/ 19 uls-z“-l.'l'
at TNovember 2007 Theshare capitalasof3in
amountof 38,529, subscribedandfully paid

SeCiorn

SCTELETRAMNSSA

SCTELETRAMS 5A, with registered offices in no. 16 - 18 Hristo-Botew
Boulevard, sector 3, Bucharest has as maln activities telephony,
telegraphy and transmission of data. It was ser up as per
Shareholders Meeting no. 3/2002. The share capital as of 31
December2009wasinamaountof 3,955 subscribed and fully pald

SCICEMENERGSA
5C “Filiala Institutul de Cercetari si Modernizari Energetice’

CEMENERG 5A, with registered es in no. 8 Electricienilor
Boulevard, sector 3, Bucharest has as main activities research and
development in physical and natural sciences, innovation, studies,
development strategies, design, city planning, engineering and
other technical services, [t was set up as per Government Decision
ng, 1065/ 4 September 2003, The share capital as of 31 December
2009 subscribed and fully paid by the Company was in amount of

SCOPCOMSA

SC OPCOM SA, with registered offices in no. 16 - 18 Hristo-Botev
Boulevard, sector 3, Bucharest and with a share capital subscribed
1547 hasasmain

and fully paidasof 31 Decer
activitytheenergy marke!

dministraticn.

SCFORMENERGSA

SC FORMENERG 5A, with registered offices in no. 3 Gh. Sincai
Boulevard, sector 4, Bucharest has as main activity the persannel
professional I'ralnlnq in all energy areas. It was set up as per
Shareholders Meeting no. 33/2001. The share capital subscribed
andfullypaidasof31 December2009wasinamountof 1,500

SCICEMENERGSERVICESA

5C ICEMENERG SERVICE SA, with registered offices in no. 8
Energeticienilor Boulevard, sector 3, Buch
the production of equipments for the distribution and control of
energy. |t was set up as per Government Decision no. 2294/ 9
December 2004 published in Official Gazette 34011 January
2005.The share capital subscribed and fully paid as of 31 December
2009wasinamountofd493,

rest; I‘I(Ib ds main activily
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Transactions with other state owned companies

he Group's transactions relating to the elect

The transactions with other state owned companies for the years
ended 31 December 2009and 31 December 2008 are detalled below

city transmission and other acti

The balances

5 performed as market and system operatar are generaily

led outwith other companies owned by the Romanian state based on contracts

with other state owned companies as at 31 December
ermber 2008 are detalled below

2009and31 D

2009 2008

31 Dec, 2009 31 Dec. 2008

Sales

Furchases

25,
Management salaries

Duringtheyearsended 31 December 2009 and 31 December 2008,
the mar

gement's salaries were in an amountof 4,705 and 4,335

respeciively.

26.Financial instruments
and risk management

Financial instruments

The management of the treasury was aimed at optimizing the usage of
liquidity by:

« placingitscash and cash equivalentsin different banks;

up hard currency deposits based on estimation of
and ne es and Interest

excnange r ation of exctnange rat

rates;

« paying its debis in due time In order to avoid penalties for late

Daymie

»  setting up short term deposits for the cash and cashequivalents in

Danwkaccounts

[rade receivables 521,819
Irade payvables 484802

Risk management

The Company manages the risk using a risk management system. The
strategic requirements for operation safety and continuity dermand that
the Company proacti
Identify and addre:
occur, preparing in advance the t
solutions to overcorme such one

paches risk management In o

echnical, operational and financial
3l K55

ishk

it systern In order ta fulfil the legal requirernents [OMFP

005, OMFP 1389/20068) and cther reguirements related to BSE

{Corporate Governance Code),

The Company's isk management procedure invalves the set-up of two

sets of solutions to deal with risks and to determing its optimal structure:

= Financial solutions ncluding insurance, offers of shares,
derivatives and other instruments on the capital markets,
nsurance and other financialmarkets,

utions - reducing the risks through the
eslgn/planning/structure of activities

niZation:s
orga

[FER =0T :
communication plans and actions taken for business continwity
aftera riskis produced,

Yy

Cruring the period 2003 - 2004, together with the speciaiized consultant
Marsh Romania, the Company designed and implemented a Risk
Management Pragram with the following goals: operation continuity and

the protection of the Company's values, antic

-:Jl'ly I"I-:EJIZ-I F 'i_'(_j ative operational (_".I'('I'Il",-l Droaision of Iinanc ::l MESCLINCES |iJI
operational expenditures, for payment of debts and strategic investments.

ne business risk was audited, the patrimony risk was assessed and the
Plan of basic measure g dealing with risks
Part of the Risk Maragement Program, the business continuity plan of CN
Transelectrica for -"'I‘ul"'ll_|-l"'-l :-’ SItUanans, Crsis mans
settlernent initially started in 2005, was realized in 20
for different scenarios of emergency situations. The plan is sntrated
an safe the Company values, by administrating the crisis
situations and the public statements and also by preparing some
redressing strategies for maintaining the income flow, 2 positive public
Irmage, its market value and for improving the transparency of decisian

making process,

WS :.\u-[:«;r-*:_l

erment and a |I".-'I::_.'
008

During the pertod 2005 2004, the specialized consuitant of the Company
was SC ADN Homania Assurance Broker SEL The Company's objectives
included: identification, evaluation and risk control and reducing the
Compamy's risk related expenses by determining the optimal sk salution
structure, proposing the financing structure for addressing rsks and
establishing a risk contre

12,
In 2008, the Company's
operational procedures
the managemen

Interestraterisk

The Company's operating cash flows are impacted by the changes in

Inferasy rat E:'\_ l"'.;ll':l:l.' GuUeTo ["-C‘:J.'I_'I:_]" |I_I"(_§ [erm r_||_'f,!|'\ Thg [TUI I'[,_;.;I"}'
contracted.

he interest cost will
er time. The Company has significant long-term loans
1 interest at fived and variable rates that expose the Compary
tosignificant cash flow risk

grest rate cash flow risk s the risk that t

Foreign exchange risk

he Company may be exposed to the changes in the foreign exchange
rates dug t Its long terrm borrowings and commercial debis
denominated inforeign currencies.

£ Company's functional currency is LEL The Group is exposed 10
foreign currency risk on purchases and borrowings that are
denaminated in a currency other than the func
Group, The currer primarly EU
lapanese Yan (JPY). The long-term loans are denominated In forelgn
currencies, which arz retransiated at the prevailing exchs
balance sheet as communicated by Romanian Matic
resulting differences are charged or credited to the income st
but do not af s untilthe settfement of the amourt

s QIving rIse 1o Tnis risk a

atermnent,

ectcashf

jon rate and the

eGroup's liquidity.

During 2009, the inflation rate was 4.74 %.

volatility ofexchange ratesmay impact upan th

The Group's exposure (o foreign currency risk was as follows based on
notional amounts:

LEI

31 December 2009 - Monetary assets
Advances Lo suppliers of fixed assats 34,1086,
Maonetary liabilities
Suppliers of fixed assets
Borrowings

EUR uso Py

(39.803,497) {1.834,797,000)

Gross balance sheet exposure (136,049,80

31 Dec. 2008 - Monetary assets
#.21\-'.-_1”-2 Bs 1o =LDEHIETS of ff ] pSsens
Monetary liabilities

Suppliers of fixed assets

Barrowings (37,057

Gross balance sheet exposure (92,0 9.414j

hefollowingsignificant exchangerates were used

(209,528,051) {39,803,497)

(1,834,797,000)

6,638,319

(48,1356149) {20 3.000

S

(48,135,619) (2,096,913,000)

(227,4

Average rate

Reporting date spot rate

2009 2008 31 Dec, 2009 31 Dec. 2008

RON/ EUR
ROMS L

42376 3.6815 42282 39852

3.0465 25180 2536

1 28342

RON/ 100 JFY 3.2587 24529 3.1778 ERERY




Sensitivity analysis

&

A 10 percent strengthening of the RON against the following
currencies at 31 December 2009 and 31 December 2008 would have
ncreased profit by the amounts shown below. This analysis assumes
thatall atherva

aplesremamcanstant

Profit (thousand lei) Profit (thousand lei)

2009 2008

EUR B8,503 90,649
LD 11,687 13,643
Py 5.83 6,588

nstthe following currenciesat
(08 would have had the equal

A 10 percentweakening of the RON agai
11 December 2005 and 31 December 20
but opposite effect on the abave currencies to the amaounts shown
above, onthe basisthat all othervariables remain constant,

Loss (thousand lei) Loss (thousand lei)
ELIR
usp
4%

Total 106,111 110,880

Total (108,111) (110,880)

Counterparty risk

The tre
success factors, The external success factors which contribu
decrease of the risk in a systematic way are regrganisation of the
energy market, privatisation of some of 5C Electrica 5A subsidiaries,
iberalisation of the energy market and improving the market
operation activity. The Internal factors of success in managing the
counterparty risk include diversifying of the clients' portfolio and
divers|fying the services portiolio

tment of counterparty risk is based on internal and externa

e to the

Financial assets, which potentially subject this Group to credit risk,
consist principally of trade receivables, The Gro
1o ensure that sales of services are made to customers with an

up has policies In place

Theageingoftradereceivablesatthereporting date was

appropriate credit history. The carrying amount of accounts
recaivatla, matl Z'.l'. ||"’||‘:-'1 rl""'l"ﬂ| :']-Z"j. Wstmean!, reoresenls 1ne maximum
amount exposed tocredit risk

Credit rick with respect 1o these receivables is limited, since these
amounts are primarily due from state owne

companies

The maximum exposure tocreditriskat the reporting date was:

Carrying amount (thousand lai)
31 Dec. 2009 31 Dec.2008
Financial assets

Irade receivables 575258 779953

Gross 2009

Bs - 30 days 558417
B 30— 90 days 5263
Between 90 - 180 days 857
B 180 = 270 days 3674
He 20— 365 oays 9,322
Mare than one year 4316

Total 582,849

Impairment 2009 Gross 2008 Impairment 2008
716,684 -
58,946 z
2672 -

991

=l 104
2727 1,695 1,139

7,591 781,092 1,138

Liquidity risk

31 Dec. 2009
{thousand lei)

31 Dec, 2008
{thousand lei)

Assets
Monetary assets in RON 814,006
Monetary assets in forelgn currency 42462

1,101335

28455

856,468

1,127,790

31 Dec. 2009
(thousand |ei}

31 Dec. 2008
{thousand |ei)

Liabilities
Maonetary liabilitles In RON 817,403

Monetary liabilithes in foreign currency {1,085,968)

{1,135,254)

{1,903,371)

Net monetary position in RON {3,397)
Net monetary position in foreign currency (1,043,506)

(1,891,420)
345,169
(1,108,799)

TheGroup'spolicyonliguidityistomaintainsufficient liguid resourcestomeet theobligationsas thay fall due

Thefallowingare the contractual maturities offinancial liabilities, including interest payments

Carrying Contractual 12 months or 1 - 2years 2-5 years =3 years
amount amaount |I.-"'-.'-
31 Dec. 2009
Financial liabilities
[rade payables [484.567) (484,967 (484.967) z A 5
(1,150,205) (1,150,205) [202,954) [162663) (447 5649) 236,5749)

31 December 2008

Financial llabilities

[rade payables {683,903) (683,503)
Borrowings (1,176931) (165,660)

Total {1.860,834) (1,860,834 (849,563]

(1,635,172) (1,635,172} {687,961)

[ f=! i
[162,663) (447,969) (336,579)

(142281 (433,022) (435,958
(142,291) (433,022) (435,958)

Fair value of financial instruments

The Fair value is the amount at which the financial Instrument can be
exchanged in a current transaction by willing parties In an am's lengt
transaction, other than determined through liguidation or forced sale.
The fair values are oblatined from guoted market prices or throuwgh cast
flows maodels, as appropriate. Management is not able fo estimate a
reliable fair value for available-for-sale investments. As at 31 December

£ i:'l'uf";_ [race -_I":_| url‘.-—:r SOOrT Tarrm r'dt_i:'l‘lf-_liﬂfg,
her short term liabilities are close to their fair value
duetotheirshort due date, Management believes that the estimated fair
s fl[:,ur-::x'r‘l-'.il' T :h:' I .J'r:.' rh;: Armicuant 5 -'3-|

values of these instnume
the long term loans bear a variable interest rate, except for the loan from
JBIC, and consequently, theaccounting value of the long term loansis an
rEFZ| IrCEIMmation (Z—l refair value

Personnel risk and the salary scheme

As at 31 December 2009, the average age of the Group's persannel s
guite high. itis likely that in the nearest future, the Group will face alack

of personnel due 1o natural causes. The Group could alsa face the risk
that highly gualified employ |eave for private companies which may

offer salary packages more attractive than those offered by the Group

The salary policy Imposed by the 3tate on companies in which it is the
miajority  shareholder may lead to a major fluctuation within the
specialized work force

Price risk related to the requlatory framework of
NES

The Group's- aperations and revenues are regulated by ANRE. The rmiost

mportant risks ansing frem this ang;

« The regulatory framew
changes, which may afiect the Groug's performances;

ork 15 relatively new and prone o different

« ANRE decisions regarding future tarilfs may alfect the Group's
operations;

o Assels disposal may reduce the reaulated assels base, which may
consequently lead to a decrease in the taniff approved by ANRE and 1o
adecrease inthe Group's profitability.

»  Balancing market - Throwgh Motice no, 2705/2009, ANRE approved the
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WE LEAD THE POWER

Message from the
Chairman of the Board

2009 was an extremely challenging year for each and
every area of activity, as companies all over the world
had to cope with the financial and economic crisis

for several tough measures to be made at all decision

levels.

As the worldwide economic recession had an major impact upon the
economy of our country as well, in 2009 we mainly focused on cost
reduction and a better administration of all available resources, while also
developing the proposed investment projects, keeping the operation of
the Rormanian power system at normal quality and safety parameters and
running on all activities started a yearago, wind energy projects included.

Given to a sensible and rigorous set of measures, we managed ta
successfully overpass the critical economic situation. A first s=t of
organisational measures was adopted early in 2009 in order to prepare the
Company face the economic disturbance and a strict cost cutting plan
was applied to maintain the Transelectrica’s economic-financial balance
Cur plan did work well and, at the end of the year, the Company managed
to deal with the existing financial blockage.

Another objective we paid attention to in 2009 was to maintain the
investrment plan as initially scheduled. Thus, we  developed all investment
projects we had proposed ourselves for 2009 in order to develop

electricity supply capacities. Our strategic

approach has been applied in four directions:

+ Further developing the 400 kY
intenconnection line Suceava (RC) — Balti
(MD) and the 400 KV interconnection line
between Romania and Serbia, and also
launching the feasibility study for the 400
k¥ submarine cable betwesn Romania
and Turkey
Sustaining the investments to integrate
the renewable source projects into the
transmission grid and the forecasts
providing wind farms to be commissioned
in our country by 2011 with an installed
capacity of almost 600 MW against the 11
MW cumently installed

+ Completing the national 400 kV ring by
building the new 400 kY line Gadalin-
Suceava in Northem Romania and
comverting to 400 kV the Banat axis (Portile
de Fier, Resita, Timisoara, Arad) in the West
side of the country

+ (Ongoing modernisation of electric
substations within the power transmission
gridl.

2009 meant also the successful development
of our grid maintenance programmes and
continued surveys & research studies that
targeted the critical aspects of system- losses,
safety and impact of new connected sources.

During the past year, the Rormanian Power
Systern run safely within nomnal electricity
gualitative parameters and no particular
events were registered, but for Decermbser
when the harsh metecrological conditions
have led to islanding the Dobrogea region in
Southern-Eastem part of the country,

The steadfast efforts of our experts assisted
us in achieving the coomdinated allocation
of interconnection capacities during all
time intervals- annually, maonthly, daily

and intra-daily (in preparation for 2010).
Such diligence brought about successful
results with Hungary, Bulgaria and Serbia
and constitutes a critical step towards
developing regional markets, Transelectrica
and MAMVR (Hungary) have already initiated
the transparent bidding procedure for the
allocation of interconnection capacities
and on Movember 11th, 2009 Transelectrica
organisad the tender for the available
capacity of December 2009 on the Romania-
Hungary interconnection lines.

Our Company plays an active part in the
European Central and South-Eastern region
by means of Romanian experts’ participation
into the working structures of the new
organisaticn ENTS0-E and by coordinating
the task force for the UCTE infegration of the
Republic of Moldova :

| have pointed out just a few of the 2009 year
achievernents, However there have been
many others, equally significant.

There is plenty to do forus in the yearto
corne, Cur Cormpany’s modernisation process
will keep on going and we are determined to
invest important funds both in our investment
dornain for equipment maintenance and

also in human resources. Personnel training,
assessment of capabilities and promotion of
talents will acquire particular importance. We
need to start preparing the new generations
that are going to replace us.

Bven if the next period will still lay under

the recession shadow, Transelectrica looks
ahead with confidence and is committed to
continue developing its projects which can
create more add value tothe company. |

refer here to the tangible values which can

be measured by economical and financial
performance to the direct benefit of our
shareholders and also to the intanaible values,
measured by the ethical commitment and
better practices of corporative governance for
the benefit of all the stakeholders.

It is for sure that, thanks to the excellence,
professionalism, maﬁ&w -
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2009 IN BRIEF

systems. Interconnection electric lines between the Romanian power systerm and the power systems
of Serbia, Republic of Maldova and the HVDC link 400 kY undersea cable with Tur key are under various
development stages

June 2, 2009 Juna 23, 2009 Yaar 2009 Due 2009

Transelectrica and Vattenfall
Power Consultant (3weden)
signed the Service Contract for
developing the Feasibility Study
including the Environment
Study and the terms of
References for the new project
JSubrmarine cable Romania -
Turkey (HVDC Link)”

Transelectrica, Areva Energie
Technik (Germany) and
Electrornontaj (Romania)
completed the Conversion
to 400 kY of the Moldova axis
including the retrofitting of
electric substations Gutinas,
Bacau 5Sud, Roman MNord and
Suceava. This will result in
increased operational safety for
the power system, improved
power transit and reduced
operational costs.

Due to the 2009 crisis, a

slight consumption drop was
recorded in between 3,5%-14%
as compared to 2008,

In 2009 Transelectrica had

to face the new and major
challenge brought about by
the curmrent change of the
generation mix and wind farm
penetration, particularly. The
requirernents to connect 14000
MW in wind farms will have a
migjor impact in reshaping the
electricity transrmission grid,
providing the adeguate system
services and in planning the
power systemn development.

Transelectrica 2009 in Europe
Transelectrica played an

active intemational role in the
neighbouring EU regions SEE
and CEE, and is alzo involved in
enlarging the West European
sYNChronaous power system
towards the Eastem part of the
continent. In 2009 Transelectrica
coordinated, jointly with other
partners, the project enabling
the Republic of Moldova and
Ukraine to join the UCTE system
now ENTS0 -E

On Saptember 29, 2000
The series of conferences
related to restructuring

the electricity generation
sector concluded with

the Conference on *The
impact of the electricity
SECTOr restructuring upon

the Romanian Power

Systemn” jointly crganized by
Tranzelectrica, Electrica and the
Energy Complexes of Turceni,
Rovinariand Craiova under
the auspices of the Ministry of
Economy.

During November, 2009
Transelectrica was desply
involved in the process of
creation EMTS0-E SEE Regional
groups. The Company took the
role of convener for the regional
Group South East Europe under
the Market Committee and is
also actively represented in

the activity of regional Group
East Europe under the Systern
Development Committes, as
well as in the regional Group
Continertal Europe under the
Systern Operation Committee

WE LEAD THE POWER

2009 cooperation

In 2009 Transelectrica actively
collaborated with the TSCs from
the S5EE region interested in the
creation of the Coordinated
Auction Office (CAQ) for South
East European region.




Consumption

Referring to electricity generation, Romania'’s sources

gas (hydrocarbons), hard coal, lignite, hydre, nucleal

f dormestic primary energy are oil and natural

and renewables (hydro and wind). ln 2009, the

renewable output was of 211 GWh (wind was 13.6 GWh, raising with 23.6% as compared to 2008) for

which the issued green certificates reached 0.24%

Structure of power generation
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Structure of primary power resources in 2009
7011 100,0 102% 475
3051 : 20% Coal fired plants

22995 2625 410 PLTAR
19022 2171 240 21207 2622 3 nuclear
hard coal - hulla 1074 454 M 629 1752 Gwh s ~

: TN T : -~
hydrocarbons 7192 A2 1264 akr
water 15713 1794 Eili -I‘-.‘“'?"*'.t

B —— I i ignite
nuclear 1752 1342 g8/4 270 7 E--.zd- S
wind 14 7 water

In 2009 the gross electricity consumption fell with 8.3% vs. 2008,
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In 2003 the grozs domestic consumption fell each month with 3.5%+14.0%, as compared to the zame month of the vear 2008, During
Cictobar -Movember the decrease slowed down, while in December consumption grew with 1.2%.
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Monthly development of the domestic gross
consumption in 2009 as the same period of 2008.
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Curing 2000-2009, except for 2002 and 2009, the gross domestic consumption steadily increased with 042+4.47% annually.
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Import / Export

Electricity export and expart balance dec
s past 4 yvears and the import decre:
2007 and 2008

r rizighbouri

7004 2005 7006
Variation of the import, export and

balance of energy exchange with the

neighbours in 2004-200% (annual average values)
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Situation of the monthly
electricity exchange in 2009
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Electricity trade on the Romanian borders is
made within the available transfer capacities
of the Feranian intarcennection lines with
the neighkouring systems. Export/import
net transfer capacities on interconnection
linaz are calculated in compliance with
EMTSO-E procedures, bazed on technical
and econornical criteria, according to

a nen-discriminatory and tranzparent
procedurs. Coordinated MTC values are
monthly calculated for market purposss,
taking into account maintenance programs
and considering also post-avent dispatching
measures of gensration in those arsas

that are influsnced by the maintenancs
programs in order to maximizs the cross-
border capacities, Coordinated NTC valuss
an borders can be uzad simultansously.
Since Decemnber, the 1st, 2009 border
common auctions were implemented and
daily auctionz were organized on the HU-
RO baorder, in order to maximize the uzage
rats for monthly MTC values, Transelsctrica
manages the yearly and monthly auctions
and MAVIE { Hungarian T30) manages the
daily auctions.
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