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INTRODUCTION

PROFILE e'RomanianPower

Minisiry of Econemy ANRE
and Commerce.

: ﬂuwmm:? * /
2. Ensrgy policy : 2. Liconsing
3. Enorgy 3. Rogulated eontracts
4. Concossian of the darinie 1yl
network tmm

<1

A fully unbundled mmm market - 100% from 1.07.2007 mmm:mm;

' Electrocentrale Bucuresti

Electrocentrale Deva

Other GENCO's

Core functions

ssion and System Operator of the Romanian Power System
intenance.and development of the electricity transmission grid infras
the dedicated dispatching infrastructure (tele
_ ﬁ WSUper\ﬂsory Control and Data Acqutsi io'

caplive
CONEUMErs

oligible

"
o consumers

KEY FIGURES

CONSOLIDATED IFRS (thou. lei) 2006 2005
Operations income 2,503,786 1,765,602
EBIT 279,826 193,034
__Totalrevenues 2626392 = 1767711
Total expenses 2,280,829 1,622 144

Gross profit 345,563 145,567
Basic and diluted earnings per share geiwe) 4.26 1.92

Number of employees (11206 4,158 3,824
Geographical length of network in km (112 o8 8,955 8,950

*) Employ#es within Transalactrica and Taletrang, Smart and lcamancrg (he only subsidisdes material for consolidation)
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Transelectrica - Smart grid, smart people

Transelectrica® s floatation on the Bucharest Stock Exchange on August 29, 2006 was by far.the most
challenging event for the company's management and for liberalization of the electricity marketin Romania.

Transelectrica is the first state-owned company listed to the Bucharest Stock Exchange within'the programme
"A Powerful Market" initiated by the Romanian Government which is meant to float several public companies on the
capital market. Transelectrica' s listing to the Bucharest Stock Exchange is the beginning of long-term relationships
with the Company's shareholders. Transelectrica aims at ensuring a legal and transparent dialogue by providing to
all shareholders, regardless their size, equal access to accurate, correct, sufficient and public information on the
Company's operational and financial activity.

At present the Romanian state through the Ministry of Economy and Commerce holds 76.5% of Transelectrica’
s share capital, Co. "Fondul Proprietatea” holds 13.5% of its share capital, while other shareholders own 10% of the
share capital floating on the Bucharest Stock Exchange. Transelectrica has significantly raised its profile through
the successful floatation to the stock exchange.

As the administrator of the Romanian transmission grid, Transelectrica ensures the grid properly functioning,
while' monitoring the continuity and security of electricity supply. In its 6 years of existence, Transelectrica has
conducted a steadfast programme for rehabilitating/ modernizing its transmission infrastructure in erder to create a
better dispatching and market infrastructure, improve the operational performance and redress the inadequacy of
the grid through “turn-key" focused projects with the latest technologies meant for the most important grid nodes/
substations.

2006 featured very good results for our company, in both technical and financial terms. In 2006 the investment
projects amounted to 461.400 thou. Lei (€126.410.959) and the costs of the major maintenance projects were
164 970312 lei (€. 46806728), lower with 4.74% versus 2005.

Financial resulls also improved, as Transelectrica managed to improve its efficiency, profitability’ and
performance indicators, In 2006 the company's turnover was of 2,503,786 mil lei, higherwith 41, 81% versus 2005;

Supported by an adequate infrastructure and a functional competitive
electricity market in: Romania, Transelectrica is now actively working'in
mutual international icooperation; to further develop the regional electricity
markets in Central and South Eastof Europe, as well as trying to broaden the
UCTE current borders and EU rules of electricity markets.

By actively fostering several important projects meant to increase the
interconnections. transfer capacity, Transelectrica has became a reliable
hub for regional markets in/Europe.

We proved that we are able "to try the impossible in order to/make the
possible*‘and for this:| address my heartfelt thanks to'our employees who
make up the greatfamily of Transelectrica.

Fana sun
.
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individuals
26,9%

Free float
10%

Free - Float breakdown
{by holding size)

Non Resident
29%
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Information for shareholders
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Corporate governance -

MANAGEMENT e Lo/~
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SHAREHOLDERS & Branches

Central Departaments
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MANAGEMENT
AND

SHAREHOLDERS ‘&

Corporate governance -

FREQUENCY SEVERITY

EXPOSURE ELIMINATION PREVENTION REDUCTION

3, with Romanian and international consultancy, we set and imp
>rog am, to address the following objectives: | i 2
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Suategic ek analysis ;3

Risk management prograrmme

‘ Financial marke! selutions

{ Corporate procoss soluliona
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is Transelectrica's policy, either directly or through subsidiaries, to conduct ts operation
safety and health of its employees and the public and for the protection and preservation
ment. a4

: C_qﬁtinuily of supply to our customers and a safe and cost effective operation of the Romani . Power System On ‘January 23. 2007. N Rising Stars and Fallen Angels

must be maintained even under the most adverse circumstances.

Investemnt - grade Raiing
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Continuous upgrading an Transelecirica’ s ratings assigned by the international rating agencies
Moady's Investor Service and Standard & Poor's Ratings Services
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ACTIVITIES

e
perational management of the Roman
_the main link between electnczty supp!y and

. In spite of substantial changes and a number of operational challenges, the Romanian powe
Uffered sever fallures since Transelectrica was established. .
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ACTIVITIES
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=3 Frequency values sred Daily frequency variation [Hz]

Aveinge daily freguency

e Power exchanges on borders - 2006 (Gwh) WE LEAD THE POWER
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ACTIVITIES

Wholesale Electricity Market Operatiof

-a stable and reliable elech‘qclty market mfrastru
and perfan'nanee for market management, power materlng ,.

icture (unbund!ing and development of compehtlon) and related commercial relation |

acompetitive structure, with Transelectrica as the hub of the whole system.

arket participants are treated in a non -discriminatory manner. The developm
benefited Transelectrica which has diversified its customer portfolio andincl:ea _

e —— - Degree of the Romanian market opening

100%: -

90%

80% - -
m..

50%

40%

it m .

ol o

0% -

zmm 1m:m mm 12!31[2003 110'1!2004 rmm ‘?Mﬂﬁﬂ?
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Wholesale Electricity Market Operation
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ACTIVITIES
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ACTIVITIES

Wholesale Electricity Market Operation

: shus!unHr portfolio -
; j_stamars are both producers and suppliers for the reg,:lated

nerat rs pay the G-component and the distributors/ ellgihle customers pa '
'That helps Transelectrica to dwersﬂy its revenue-generating custamar hase

s

2338888388

I

L

1] Regulated market
# Competitive markat
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ACTIVITIES
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GCs Issued to RES Producers
Wind m Hydro

' 25000 - 5
th an intalled capaciy equal or lower to 10 MV, wind, Soler, geothermal i 20000 -

| o e
10000 -

(O

5000 - 7183
425 1032

0 — = &




Major investment projects commissioned in 20086,

Infrastructure and investments based on “'turn key“contracts
Project | Contractor | Financier Benefits
400/220 kV Consortium | Nordic The new remote - confrofied
Raoslari Jacobsen | Investment substation will facilitate
substation Elektro | Bank & alactricity transit among
(Norway) | Transelectrica Western regions of the
A T Romelectro (18.5 M Eura) country (Ardeal, Maramures
(RO) and Crisana) and achieves
the interconnection with
L — | UCTE countries as well
1 .“\.C | F‘u"l | ]I.-‘: = 400/220 kV Siemens World Bank + The old lernut substation was
k . lernut Austria Transelectrica completely refurbished and
substation now it is a new ramote -
confrolled substation,
ensuring electricily lransil
. through the Western side of
the country (from West
Transilvania lo North Transilvania)
400 kV Consortiun KiW Bank + The new substation is a
Slatina Siemens: - Transelectrica remote -controlled substation,
substation - Austria, with a high reliability,
final stage of Siemens - incraasing supply safely lo
fi ‘the Germany, consumers in the areas of
modernizing Siemens - Muntenia, Oltenia and the
| project Romania Alluminium Factory ALRO
| BN 400/220 kV Slatina
i\ Slatina
NN 400 kV Brazi Consoriium | JBIC Bank — By implementing the lates!
3 Vest ltochu - Japan + GiS{gas insulated substation)
AN | substation Toshiba- | Transelectrica. | technology and a modern
— from the Mitsubishi T&D digital command-control
modernising Japan system, the new substation
project will  ensure the quality
400/220 kV parameters  of transmitted
Brazi Vest elecincity and a'high reliability
_substation | | | degree.
400 kV ABB Power Nordic The completely new remote -
Gutinas Systems investment Bank controlled  substation enables
| substation |_* Transelectrica  power supply lo lhe N- E part




Infrastructure and investments

m ACTIVITIES

tations approved for the following major investment projects:
asing the voltage rated level of the Axis Gutinas - Suceava from 220 kV to 40

onsortium AREVA-Germany and Electromontaj Romania and financed by

e project will also close the 400 kV loop between Northern Moldova (Suceava) and the No
| (Cluj area) contributing to the interconnection with Republic of Moldova at 400 kV thr
RO) - Balti (R. Md) which makes also the interconnection with Ukraine.
nstruction of Arad - Nadab OHL
- Modernization of primary circuits within 220/110 kV Isalnita substation

“Increasing the reliability performance of the equipment associated to Gura lalomitei substation

: S i
i g TR
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o ANl

oy =

2006




ACTIVITIES

Infrastructure and investments

to tranamitting powerfrom the generators to the consumers.

{ Ieetnca manages this asset by I-;eepung the balan ce between performance (eperatinn)

te maintenance policy, in line with the latest r.':uncepte of the Rehabmty Centered Mainten ce N
whose main objectives are: ‘
ying out opﬂmum quantity and quality maintenance actions

atic 'n-.prcuacts WB(a carde_d
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International cooperation
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ACTIVITIES

International cooperation

_ cabecame ,Supporting Party” for Ukrenergo and Moldel' ctrica, a!
I c\racfﬁciai request to join the UCTE. -

o
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o FINANCIAL STATEMENTS

Upgraded stations

i A 3 | -Auditors' Report
Ukraine —— @ 20062008 | -Consolidated balance sheet
e g -Consolidated income statement
: _ 's -Consolidated statement of changes in
TH— _ Mokl shareholders’ equity and public patrimony

m— 2005-2008 -Consolidated cash flow

=== 2009-2025

Prepared in accordance with

International Financial Reporting Standards
Undersea cable
= m 2010-2025 .

Black Sea
Serbia and __ e _ <1
Montenegro : S - S

~
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Independent Auditors’ Report

T'o the Shareholders of

. Transelectrica S.A.

") and its subsidiaries (“the Group™) as at 31 December 2006, from which
dated financial statements were derived, in accordance with the

responsibil up’s management. Our responsibility is 10 express an opinion on
these consalidated financial statements based on our audit.

In our audit report dated 4
financial statements

true and fair view of the financial ip as of 31 December 2006, and the
results of its operations and its cash flows for the vear then ended in accordance with
International Financial Reporting Standards, except that as described in Note 11 to the
ip has ongoing long-term loans from the European
n and Development. the European Investment Bank and the
b 1 and Development. The Group did not comply with

may request, by writ cation the acceleration of repayment «

period of time in which the Group has the opportunity to remedy t

term liabilities of Lei 300,322 thousand should be presented as short term in ac

with IAS | * The management of the Group considers

out further qualifying our opinion, we drew

ibed in Note 1 to the consolidated financial

on wnfl o the National Electr tem is not

determined solely by the Group, but is periodically agreed with the National Awthority for

Energy Sector Regulation (“ANRE”), The carrying value of fixe linked to this, so
ant change in the tariff mechamism could impact these carryi

CNTEE Transelectrica SA from which t
qualified opinion. as explained in paragraph 2.

4,

For a better understanding of the Group’s financis
operations for the period and of the scope of ou solidated
read in con - finuncial
nents were derived and
our audit repon thergon

This report is made solely 1o the Company's sharcholders, Our audit work has been
undertaken so that we might state 1o the ;

3 ose. To the fullest extent
permitted by law, iyvone other than the
Company and the Com "s share s, for o this repont, or for the
spinion we have formed.

KPMG Romama SR,

o b

Bill Bowman -~ Partner
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Non-current assets
Propar!y. plant and equipment
Intangible assets
Financial investments

Total non-current assets

curram assets

Total current assets
“Total assets

;r§ﬁa'l'!igt_|'o_l_d_er’s_' equity and liabilities

.

Financial Statements

.

31 December 31 December
2006 2005

2,335,720 2,127,600 Operating revenues
33:6659::- 23 gf: ‘Transmission revenues
2,373,063 2,160,178 Ancillary services revenues
' ' Balancing market revenues
Other revenues
29,552 - Total operating revenues
893,251
02,00 65,048 Operating expenses
1,078,229 987,851 System operating expenses:
3,451,292 3,148,029 Balancing market expenses
Depreciation and amortization
Personnel expenses
Repairs and maintenance expenses
1,091,473 1,018,175 Other operating expenses
49,843 = Consumables

31,008 14,884
48,386 41.448 Total operating expenses

431,558 179,560
1,652,268 1,254,067 Operating profit

Financial revenues
162,171 174,031 Financial expenses
847,335 782,691 Financial result
13,347 11,339
'11“2?'853' 968,061 Profit before income tax

Income tax

Profit for the period
Basic and diluted
per share (lel/s

889,923
774,169
776,242

63,452
2,503,786

(910,171)

(776,242)
(160,283)

(145,022)

(95,105)
(83,731)
(53,406)
(2,223,960)

279,826

122,606
(56,869)

65,737

273,076
71,728
1,765,602

Share Share Public Legal
capital premium  patrimony  reserve

Balance as at 1 January 2005
1.018.064 8.722
Transfers from resanjes 111 2

Land for which fitle deeds’
were ablaingd

Other
reserves

1M
(1)

Retained
earnings

108,312 1,136,209

Gash flows from financing activities

Cash flows from operating activities .
: Prafit for the pariod 2241070 126,808

Adjustmants for non -cash [tems .
]_ncqri'_v-.-'_iaz_r. i ' ' 51,483
' 180,283

W&r wmfrmm**?-




Dl'rm:lnr:Adrin Rusu
Sos. Stefan ceIMarenr 1A, sector 1, Bucuresti, cod 01173
.21!2'31 52 15 Fax: 021!3172300 .

Director: Ciprian Bud
Str. Memorandumului nr.27, Cluj, cod 400114
Tel: 02641405 505; Fax: 0264/ 405500

Director: Teodor Stoenescu
Bd. Alexandru Lapusneanu nr.195A, bloc LAV 1, Constanta, Cod 900472
Tel: 024 1/607 505; Fax: 0241/607 550

Director: lon Merfu
Str. Bresteinr.5, Craiova, cod 200581
Tel:0251/307 100; Fax: 0251/ 307 108

Direclor: Neculai Popescu
Str. Fratii Golesti nr.258, Pitesti, cod 110174
Tel: 0248/ 607 200; Fax: 048/607 209

Director: Florin Balagiu
Bd, Corneliu Coposunr.3, Sibiu, cod 550245
Tel: 0269/ 207 111, Fax: 0269/ 207 101 foster

Director; Nicolae Chlosa
Sir. Piata Romanilornr. 11, Timisoara, cod 300100
Tel: 0256/294 550; Fax: 0256/ 219 963
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Coordinator

Elena Ratou

Collaborators

Maria lonescu
Octavian Lohan
Razvan Purdila
- George Visan
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