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KPls OF THE GASAG GROUP

ACCORDING ACCOUNTING STANDARDS
OF THE IFRSs FOR THE FISCAL YEARS
2005 TO 2007

UNIT 2005 2006 2007
Revenue ! EUR m 1,035 1,181 1,004
thereof gas EURm 997 1,044 932
Gas sales GWh 25,498 24,825 22,515
Cost of materials * EUR m 675 808 638
Technical figures for gas
Length of pipe system km 11,241 11,293 11,358
High-pressure km 1,649 1,651 1,945
Supply network 2 km 9,592 9,642 9,413
House connection pipes units 258,377 262,454 265,910
Installed gas meters units 802,389 798,749 790,404
Personnel
Annual average no. of employees no. 1,474 1,407 1,413
Employees as of Dec. 31 no. 1,443 1,398 1,494
Trainees as of Dec. 31 no. 77 68 66
Capital stock EUR m 413 413 413
Profit for the period EUR m 57 82 78
Balance sheet total EUR m 2,442 2,451 2,466
Non-current assets EURm 2,132 2,130 1,949
Equity EURm 620 647 678
Equity ratio % 25 26 27
Earnings per share ® Euro 6.54 9.52 9.16
Assets
Investments EURm 96 105 125
thereof non-current financial investments EURm 38 66 80
Amortization and depreciation EUR m 67 65 65
Cash flows from operating activities EUR m 106 224 94

1 Natural gas tax has not been a component of revenue or cost of materials since the new German Energy Tax Act came into effect on August 1, 2006
2 The supply network comprises medium and low-pressure lines
%8,100,000 shares

KPlIs OF GASAG AG ACCORDING
TO THE ACCOUNTING STANDARDS
OF HGB FOR FISCAL YEARS

2003 TO 2007

UNIT 2003 2004 2005 2006 2007
Sales* EURm 660 649 731 965 787
thereof gas EUR m 647 637 718 814 662
Gas sales GWh 17,924 18,170 17,756 17,528 15,880
Cost of sales * EUR m 414 416 475 762 570
Technical figures for gas
Length of pipe system 2 km 6,831 6,839 6,856 6,890 6,924
High-pressure km 741 747 751 752 762
Supply network * km 6,090 6,092 6,105 6,138 6,162
House connection pipes 2 units 147,044 149,183 151,438 154,206 155,478
Installed gas meters units 699,210 687,779 684,009 676,915 667,707
Personnel
Annual average no. of employees no. 985 882 816 568 520
Employees as of Dec. 31 no. 936 843 797 549 499
Trainees as of Dec. 31 no. 81 67 53 39 31
Capital stock EURmM 413 413 413 413 413
Net income for the year EUR m 60 54 50 49 49
Balance sheet total EURm 907 902 922 983 1,075
Fixed assets EURm 598 602 609 637 692
Equity EURmM 516 513 509 505 504
Equity ratio % 57 57 55 51 47
Earnings per share according to DVFA/SG * EUR 6.97 6.90 6.51 6.35 7.63
Dividend per share ® EUR 7.00 6.62 6.57 6.07 6.02
Assets
Investments EURmM 13 11 17 38 62
thereof long-term financial assets EUR m 10 8 10 35 59
Amortization and depreciation 2 EUR m 8 8 9 8 7
Cash flow from operating activities EURm 72 62 46 106 -0,1

* Natural gas tax has not been a component of sales or cost of sales since the new German Energy Tax Act came into effect on August 1, 2006
2 Since December 29, 2000, rights of use by GASAG AG

3 The supply network comprises medium and low-pressure lines

48,100,000 shares

5 Proposal by the management board for the appropriation of profits in 2007
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| FEEL THE ENERGY N

Friction generates heat. Go ahead and
release some energy — rub hard on the
black area to see what’s underneath.
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OUR RESPONSIBILITY TO BERLIN
IS FELT BY ALL.
DEDICATION CREATES TRUST.

There are many things that connect reduce CO, emissions in Berlin by more
GASAG and Berlin. Until 2015, one of than one million metric tons per annum.
these things is a major pledge: we will For Berlin’s air.
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GROWTH IS OUR STRATEGY.

COMPETITION IS OUR CHALLENGE.

“There may have been a time when not
many people believed that GASAG would
be a healthy, ambitious company on its
160th birthday, and a fair and successful
player in the liberalized gas market. We
at GASAG have never doubted it. Right
from the start, even from the very hour
of our birth, we were a child of competi-
tion. Starting in 1847, we competed for
70 years against ICGA, Imperial Conti-
nental Gas Association, in Berlin. Success-
fully. And this competition was good for

Presentation of the Federal Cross of Merit by the Governing Mayor, Klaus Wowereit.

Ma’ﬂ P

Berlin too, resulting in the rapid spread of
the gas networks to cover the whole city.

We are well equipped for competition

in 2007 too. Since full privatization in
1998, we have pursued our clear growth
strategy, repositioning ourselves step by
step to become the successful business
we are today. Gas competition in Berlin is
tougher than in any other city in Germa-
ny. By establishing the network company

Netzgesellschaft Berlin-Brandenburg at

»As an energy supplier, we have a
special responsibility for ensuring quality

an early stage, we laid the foundations
for non-discriminatory access for new
providers. But we believe that our custo-
mers ultimately expect more from their
energy providers than competitive prices.

Energy and energy efficiency are the
catchwords of our times. As an energy
provider, we feel responsible for striking
a path to sustainability. And we are
convinced that our customers expect
exactly that of us — that we will think

and act responsibly, sustainably, and in

a forward-looking way. For this reason,
we invest in innovative technologies. We
have developed the “Berlin verpflichtet”
program, which, under the motto “Distri-
buted energy supply as an opportunity”,
formulates specific targets and measures
for saving energy and protecting the envi-
ronment. The program is our contribution
to reducing CO, emissions over the next
few years - a target we want to work
towards in cooperation with others.

of life in our city.«

GASAG'’s path has been marked by real
clarity and mobility in the last few years.

I am proud to have been a part of it.

| see absolutely no reason why both of
these factors will not continue to be great
assets in the future, after | have left office
at the end of 2007.

Georges Hoffmann,
Chairman of the Management Board
(until December 31, 2007)

For more information, visit:

GROWTH IS OUR STRATEGY. COMPETITION IS OUR CHALLENGE. 08 | 09



MAKING THE MOST OF COMPETITION.

Olaf Czernomoriez and Andreas Prohl,
members of GASAG’s management
board, on GASAG’s corporate strategy
for new markets and products.

After 160 years as a regional provider,
GASAG is discovering Germany. It is
one of the first local utilities to oper-
ate in another federal state, Kiel, and
the talk is of growth. What is this new
GASAG all about? What is its new
strategy?

Czernomoriez: This GASAG does not
fear competition or regulation. It is not
waiting to see what will happen. Instead,
it is taking affirmative action, determined
to thrive in the face of competition. We
firmly believe that we are in a position to
expand our core business and feel well
placed in terms of our skills, expertise,
and all our processes — especially in view
of the increasing regulatory pressure.
And so the time has come to expand our
existing business beyond our regional
boundaries; to build on both our core
business of natural gas, and our service
offering to other public utilities and po-
wer companies, using our excellent skills
and strong brand. That is our strategic
approach. We now have the freedom and
the power to bring new concepts and
products onto the market and break into
new growth markets.

What role will Berlin, the core market,
play in the future?

Prohl: We are in Berlin and we will remain
in Berlin. After all, Berlin will continue to
play a central role in the future.

We started out on Berlin’s heating market,

where we were, and are, very successful.
We have continuously increased our share
of the heating market since privatization
at the end of the 1990s. In view of the
current discussion on climate and energy

efficiency, we see additional opportunities
for natural gas in this market, primarily in
conversion business. But we also want to
create more added value for the GASAG
Group through our energy services.

By that | mean combined heat and power
systems, gas heat pumps, solar thermal
energy, and natural gas-powered vehicles,
among other things.

It is becoming more and more
difficult to win additional shares of
the heating market in Berlin. How do
you assess the current competitive
situation there?

Czernomoriez: We have always faced
pretty stiff competition on the heating
market — it’s nothing new to us, because
we’ve always had to compete against
other fuels. In the 1990s, it was mainly
coal and oil, but district heating is increa-
singly used. We need to hold our ground
in this market. A variety of gas providers
for private customers have sprung up

in Berlin, but also across Germany. The
supply situation has developed particu-
larly rapidly in Berlin. But thanks to the
realignment of our Company in the last
few years, we are still well equipped for
competition.

»Now we have the power to bring new
concepts and products onto the market and
break into new growth markets.«

GASAG has developed a program,
“Berlin verpflichtet”, for the capital
under the motto “Distributed energy
supply as an opportunity”.

What is it all about?

Prohl: Berlin’s energy supply will have

to face two challenges in the future:
environmental protection and security of
supply. As an energy supplier, we have a
responsibility to find sustainable solu-
tions to these challenges, and thus we

The program highlights distributed
energy supply. What is the status

of the pilot launch of the mini block-
type thermal power stations in coop-
eration with house owners in Berlin?

Prohl: Our request for cooperation

in spring received an overwhelming
response from Berlin’s homeowners.
Almost 2,000 people wanted not just
information, but also to have the device
installed in their home right away. We

have a special responsibility for ensuring
quality of life in our city, which can be
met with natural gas. Our target is to
reduce carbon dioxide emissions by more
than one million metric tons by 2015
and to save EUR 150m in primary energy
costs. Our program has also stimulated
investments in the region amounting to
EUR 1.5b. This will particularly reinforce
small and medium-sized enterprises.

GROWTH IS OUR STRATEGY. COMPETITION IS OUR CHALLENGE. 10 |11
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were totally blown away by the response.
And it fired us up with renewed enthu-
siasm and enabled us to consider the
cooperation with Berlin’s households on
a completely different scale, making it en-
tirely conceivable that new device growth
could reach four digits per year earlier
than expected.



»We have always faced pretty stiff
competition on the heating market —
it’s nothing new to us.«

']
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Internally, the “GASAG 2015” program
aims to arm the Company for future
growth against the competition. The
focus is on new markets and, since
October 2007, there is “Barengas” in
Kiel. How is the launch going?

Prohl: Our greatest hopes have been
surpassed thanks to the warm reception
we have had from citizens and customers
in Kiel. Commercial doors have also been
opened to us far beyond our expectations.

Czernomoriez: The response from
private customers has been huge so far,
clearly showing us that the GASAG brand
is strong and far more successful than,
for example, anonymous internet brands.
Thus the brand has even had a strong pull
on customers who we weren’t actually
intending to address with our target pro-
duct. We now need to capitalize on that.
An interesting side-effect has been the
reverberations in Berlin from our boosted
image; after all, we score a lot of points
in Kiel from our Berlin accolades.

New markets, new services — the

GASAG Group is in constant flux —
what about your employees?

Czernomoriez: The restructuring of
GASAG (which involved socially respon-
sible redundancies) and the Company’s
success would not have been possible
without the acceptance and dedication
of our employees. However, the success
of the last few years has shown us time
and time again how vital it is not to allow
ourselves to be overtaken by the market
conditions, but rather to act, and to grow
with our projects. The time for simming
down is over — we are growing. This is

a change for the better, enabling us to
face the dynamic markets and regulatory
environment. But we still need the total
commitment of our employees.

.
e G
. GROWTH IS OUR STRATEGY. COMPETITION IS OUR CHALLENGE. 12|13
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CUSTOMERS. INNOVATIONS THAT
PREPARE US FOR THE FUTURE.

There are other companies that just provide
gas. We develop technologies and business
models for greater sustainability in the
energy market. For a better quality of life
in Berlin.

INNOVATIONS THAT TOUCH OUR ‘ ‘ ‘ ‘

INNOVATIONS THAT TOUCH OUR CUSTOMERS. INNOVATIONS THAT PREPARE US FOR THE FUTURE. 1415



»Our target is to reduce carbon
dioxide emissions by more than one
million metric tons by 2015 and to save
EUR 150m in primary energy costs.«

ONE MILLION METRIC TONS LESS CO, — THE FUTURE IS FEASIBLE.

Of all fossil fuels, natural gas is the least
damaging to the environment. When
burnt, it produces far less pollutants than
oil or coal. Great, you could think, and
just carry on. No.

A company is not an island, and GASAG
is definitely not. We have a responsibi-
lity, and we embrace it. In nature, highly

sensitive ecosystems have survived for
millennia because they were able to
adapt ideally to the permanently chan-
ging environment. But these natural
systems have limits, as we are finding
out more and more.

One of our answers to this problem is
“Berlin verpflichtet”, our program for

sustainable, environmentally-friendly,
and efficient energy supply in Berlin.
The target we have set is as ambitious
as it is exciting: to reduce CO, emissions
by one million metric tons. Per Year.

In Berlin. We will achieve this target by
2015 at the latest.

THE ENERGY EFFICIENCY CAMPAIGN FOR BERLIN AND THE REGION.

Our measures are far-reaching, stretch-
ing from private households to public

institutions, transport, trade and industry.

For example, we have attractive promo-
tional programs for housing, trade and
industry, and offer landlords and tenants

cost-effective contracting models for sup-

ply from distributed block type thermal
power stations.

36% savings from primary energy!

58% less CO2 emissions! These are good
arguments for accelerating the use of

distributed block type thermal power sta-
tions. We see huge potential for gffigien-

cy and savings in smaller prop
rental apartments in Berlin ir

ANTIQUATED HEATING SYSTE
CHUCK THEM OUT!

There is also a decided need for change
in private households. They generate
more than half of all CO, emissions — far
too much, in our opinion, especially
when there are alternatives available. We

INNOVATIONS THAT TOUCH OUR CUSTOMERS. INNOVATIONS THAT PREPARE US FOR THE FUTURE. 16|17

actively approach Berlin’s homeowners
and provide them with comprehensive,
vice on renovations as well as new
gtion projects. And, of course,

offer attractive incentive programs

"o promote the exchange of old heating

systems. But we also combine programs
to promote energy efficiency in build-
ings, such as the CO, building renovation
program by the Kreditanstalt fir Wieder-
aufbau (KfW), with our own GASAG
promotional programs.




»[t is important for our customers that GASAG
remains stable and healthy, and for us, it is a matter
of survival to create options that will enable us to
react proactively to market developments.«

“I’M POWERED BY NATURAL GAS!”
You don’t have to be out and about in
Berlin for long before you see a taxi,

bus or private car with this sticker. And
that’s down to us. After all, GASAG has
been experimenting with vehicles that
run on natural gas since 1935. Even back
then we had a nose for environmen-
tally-friendly future technologies. Today,
thanks to GASAG, there are 13 natural
gas stations in our city. We offer incen-
tives for both converting vehicles to run
on natural gas and choosing natural-gas
powered vehicles when buying a new
one. We also support the federal state
and the federal government in the de-
ployment of natural-gas powered vehicles
in public fleets. And because we are really
ambitious in this matter, we have also
set ourselves another target: we will be
able to mix 20% biogas into the tanks of
Berlin’s natural gas-powered vehicles by
as early as 2009. A goal that the German
gas industry has set itself for 2020!

INNOVATIONS THAT TOUCH OUR CUSTOMERS. INNOVATIONS THAT PREPARE US FOR THE FUTURE. 18|19

THE FUTURE IS RENEWABLE.

In 2007, we laid the foundation stone for
the first biogas plant in Rathenow. This
plant will generate 45 million kilowatt
hours of biomethane each year. We can
supply 2,000 detached houses with this,
and more plants are planned. In addi-
tion, we promote the use of solar power
systems. And together with Berliner
Energieagentur, we offer Berlin’s hous-
ing industry free feasibility studies on
the use of gas heating combined with
solar power. Renewable energies such as
biogas and solar energy will play an ever
bigger role in energy supply in Germany.
It is a key growth market for GASAG!



GASAG IS A PART OF THAT.

More than 180 years ago, the burning
of coal to produce town gas was a
revolutionary technology. Today, the
manufacture of biomethane from renew-
able resources is a future technology.

Consequently, we are building one of
the first biomethane plants in the region,
in Rathenow. We have a tradition of
innovation at GASAG.




GASAG HAS NOTHING TO FEAR
IN THE COMPETITION FOR

GOOD IDEAS.

In 1826, it became possible to take a late
night stroll down Berlin’s main boulevard,
Unter den Linden, in the warm glow of
the first gas street lamps. In those days,
it was the British company ICGA that
provided the street lamps. Berlin’s city
fathers were quick to recognize the pos-
sibilities of this new fuel. And so, in 1847,
the municipal gasworks were established,
the predecessor of GASAG, Berliner Gas-
werke Aktiengesellschaft.

Gas brought the modern city to life.
Berlin was one of the first cities in Europe
to introduce the new technology, and
the municipal gasworks became the
driver and innovator in an explosion of
progress. Powerful competition ensued
between Berliner Gaswerke and ICGA,
with coal being converted to gas in state-
of-the-art industrial plants. In the race
for primacy, gasworks upon gasworks
were built, and mile after mile of pipeline
laid, going right into people’s homes. An

unparalleled story of technical innovation.

Light shone first in the streets, then in
the houses. It was not long until gas was
used for cooking too, and eventually
even for heating. Gas became the om-
nipotent fuel. Households, craft busi-
nesses, industry — suddenly no one could
manage without it. With no end to the
rise in demand, both companies went
from strength to strength.

1901: GAS BY THE PENNY THANKS TO
AUTOMATIC METERS.

ICGA sustained this growth for 70 years.
Then the British company left Berlin’s gas
market to its own citizens. Perhaps it was
because of the invention of the automatic
gas meter which the municipal gasworks
offered its customers from August 1901,
giving them real added value. Household-
ers were now able to pay by the penny
for the gas they used in their homes. This
was especially popular in working-class
families, where budget control was cru-
cial for survival. But perhaps it was also
the free double hot plate and lamp of the
customer’s choice that the municipal gas-
works gave its customers free of charge.
Berliner Gaswerke pulled off this unri-
valled coup to win and retain customers
- sending gas sales through the roof.

GASAG HAS NOTHING TO FEAR IN THE COMPETITION FOR GOOD IDEAS. 22|23
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1935: THE FIRST GAS STATIONS FOR
BVG BUSES .

In 1918, the municipal gasworks became
a monopoly in Berlin. But this did nothing
to detract from its inventive spirit and
drive for research. The Company was con-
vinced that town gas was the fuel of the
future and that its potential was a long
way from being exhausted. With great
far-sightedness, although far too ahead
of its time to be profitable, gas-powered
vehicles were experimented with as early
as the 1930s. Berlin’s municipal transport
service, Berliner Verkehrsbetriebe (BVG)
converted its first double decker bus to
run on town gas, and in 1935 the first
gas station opened for buses at the gas-
works on Danziger Strasse.

It is, of course, no coincidence that
70 years later, having invested millions in

THE HISTORY OF VISIONARY IDEAS
POINTS TO THE FUTURE.

160 years ago, GASAG was born from

a vision, and so it is no wonder that it is
not only GASAG's past, but also its future
that is a tale of visionary ideas. Biometh-
ane, solar thermal energy, mini-CHP
systems for every household, gas-pow-
ered heating pumps - all of these things
are future technologies for GASAG,
which are being thoroughly tested in
pilot projects. Take for example mini CHP
systems. They simultaneously generate
heat and power, are no bigger than a
washing machine, and are ideal for de-
tached houses. They are far more energy
efficient than conventional technologies,
and a single household can reduce its
CO, emissions by one metric ton per year
by using mini-systems.

developing technologies and constructin% Throughout our entire h

more than a dozen public natural gas
stations, GASAG is making a vital con-
tribution to ensuring citywide coverage
with environmentally-friendly natural gas
as a fuel for motor vehicles. We have

a tradition of innovation at GASAG.
GASAG runs Berlin’s largest gas-pow-
ered fleet of some 200 vehicles, and
the “Thousand Environmental Taxis for
Berlin”” project has been successfully
implemented.

always been read

and its customers always
As a major energy provider in Bel
we will continue to keep an eye firmly

on the future.
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30.0 °C

OUR ENERGY CONSERVATION PRINCIPLE: ‘ ‘ ‘ 06.0°C —
YOU GET BACK MORE THAN YOU PUT IN.

Berlin. There is nowhere more exciting
than this city. Anyone who has the

opportunity to promote the people,
their ideas and projects here, should
do so. Without fail. Berlin gives back
many times over.

OUR ENERGY CONSERVATION PRINCIPLE: YOU GET BACK MORE THAN YOU PUT IN. 26|27



BERLIN DRIVES US FORWARD. OUR
COMMITMENT DRIVES BERLIN FORWARD.

We have had an active involvement in
this city for a long time. Art, culture,
sport — these are all areas where energy
flows freely and, after all, energy is our
core competency. We are proud to have
become a vital player on the Berlin scene
over the years. Tentative approaches
lead to firm partnerships, ideas to
future-looking projects. Youth develop-
ment has been and will continue to be
particularly close to our heart. We want
to give young people the opportunity
to discover and develop their potential,

whether it lies in creativity, art, or sports.

Acting together, beyond all differences
and borders — we believe that with such
projects, we can help to shape Berlin’s
future vitality.

2007 was in many ways an exciting year
for GASAG. It was the tenth year for the
GASAG Arts Prize, the tenth year for the
Berlin Opera Prize in cooperation with
the Neukoliner Opera House, the main
sponsor agreement with EHC Eisbaren
Berlin, which has been in place for over
ten years, was extended, and finally, in
September, GASAG was awarded the
German Cultural Promotion Award for
German business.

“ART UNDER CONTRUCTION” —
GASAG’S COLLECTION COMPLETE.
Since 2002, art has gradually been
infiltrating our head office, Shell House,
on the Reichpietschufer, which is a
listed building. Sculptures, paintings,
prints, drawings, photographs, computer
montages, installations — 42 artists in all
have left their mark on the corridors and
stairways on six floors. Following the
unveiling of the last nine works of art in
January 2007, the GASAG collection is
now complete.

Together with Kunstfabrik am Flutgraben
e.V., we have held four competitions over
the last five years in which 215 artists
have taken part. We have thoroughly
enjoyed this successful cooperation.

1. CHILDREN’S THEATER BERLIN —
2007 AWARD.

Our partnership with the GRIPS theater in
Berlin is a very exciting one. It is a stage
that particularly delights children and
young people, and as such has an eye on
youth development. Each year, we spon-
sor a GRIPS production, and also award
the “Berlin Children’s Theater Prize”,
which supports young authors who write
plays for children’s theater. In 2007, the
prize money of EUR 7,000 was jointly
awarded to Magdalena Grazewicz and
Volker Schmidt. The award also includes a
commission to write a play to be debuted
in the GRIPS theater.

BERLIN DRIVES US FORWARD. OUR COMMITMENT DRIVES BERLIN FORWARD. 28|29
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“SHOW PREMIERE” WITH ACADEMY.
Together with the Alte Feuerwache e.V.
association, we created the stage school
ACADEMY in Kreuzberg in 2003. It offers
young people between the ages of

13 and 19 professional training in dance,
acting and singing, and gives them a
chance to showcase their talent each
year in a public show. In June, the class
of 2006/2007 performed “Einzigartig”
on the Alte Feuerwache stage. 39 girls
and boys from 12 different cultural
backgrounds, representing 15 districts

of Berlin worked hard on this perform-
ance twice a week for a year. The project
is a creative melting pot and an exciting
integration project, where prejudices are
broken down and differences celebrated.

“NEUE HEIMAT” - GASAG ARTS

PRIZE AWARDED IN THE BERLINISCHE
GALERIE.

Three young talents were awarded the
GASAG Arts Prize in 2007: Mandla
Reuter, a young South African man living
in Berlin, and two female artists, Nevin
Aladag and Jorinde Voigt. That our Arts
Prize has become a firm fixture in Berlin’s
arts calendar could be seen by the fact
that this year’s award ceremony was held

at the opening of the exhibition “Neue
Heimat — Berlin Contemporary” in the
renowned Berlinische Galerie. All three
prize winners were represented at this
widely publicized exhibition. Kunstfabrik
am Flutgraben e.V. is also our partner for
the GASAG Arts Prize.

EISBAREN BERLIN AND GASAG - IN

A LEAGUE OF THEIR OWN.

No other partnership in the German ice
hockey league is so long-standing or suc-
cessful as that between the Eisbaren and
GASAG. It is a story of triumph for sport
in Berlin: two-times German champions,
a top position in the German ice hockey
league once again at the end of 2007,
and one of the city’s most popular teams.
We are proud of our Eisbéren, and glad
that there is so much to connect us: drive,
ability, team spirit and a natural claim to
leadership. Such a successful partnership
requires up-and-coming talent, which is
why GASAG is also the main sponsor of
EHC'’s entire youth development program.

BERLIN DRIVES US FORWARD.

OUR COMMITMENT DRIVES BERLIN FORWARD. 30|31
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SUPERVISORY BOARD REPORT

FOR BERLINER GASWERKE
AKTIENGESELLSCHAFT
FOR FISCAL YEAR 2007

THE SUPERVISORY BOARD AND ITS
COMMITTEES convened a total of 12
times in fiscal year 2007 and continuously
monitored the management board’s
activities throughout the fiscal year on
the basis of oral and written reports pro-
vided by the management board. During
the fiscal year, the supervisory board duly
informed itself of the situation and the
business development of the Company
and the Group (GASAG). All significant
decisions, especially those requiring

the approval of the supervisory board
pursuant to the law and the articles of in-
corporation and bylaws, were presented
to the supervisory board and discussed in
the supervisory board meetings.

THE SUBJECT OF DISCUSSIONS by the
supervisory board included the economic
situation and outlook of the GASAG
Group and GASAG AG, the financial
statements for fiscal year 2006 and the
economic, investment, financial and per-
sonnel plans for the period from 2008 to
2012. In fiscal year 2007, the supervisory
board paid particularly close attention

to the GASAG Group’s growth strate-
gies and the related measures. It also
dealt with the review of network access
charges by the German Federal Networks
Agency [“Bundesnetzagentur”: BNetzA]
and the optimization of sales structures,
storage expansion, gas pricing and gas
procurement. The supervisory board

also concerned itself with the financ-

ing strategy and capital situation of the

GASAG group companies as well as the
real estate transactions of GASAG AG.
The supervisory board approved GASAG’s
investment in NGT Neue Gebé&udetechnik
GmbH and SBB Abfallerzeuger GbR as
well as the liquidation of GASAG Ver-
sicherungsvermittiung der Versorgungs-
unternehmen GmbH.

THE FINANCIAL STATEMENTS OF
GASAG AG and the consolidated finan-
cial statements as of December 31, 2007,
as well as the combined management
report of the management board were
audited by the engaged auditors Ernst

& Young AG, Wirtschaftspriifungs-
gesellschaft Steuerberatungsgesellschaft,
Berlin, Germany. An unqualified audit
opinion was expressed. Within the scope
of the audit of the financial statements of
GASAG AG and the consolidated finan-
cial statements, the auditors reviewed the
Company’s current early warning system
for the detection of risk and its func-
tionality. The audit has shown that the
management board has taken the steps
required by Sec. 91 (2) AktG [“Aktienge-
setz””: German Stock Corporation Act],
particularly those related to the imple-
mentation of a monitoring system, and
that this system is capable of identifying,
at an early stage, developments posing a
risk to the Company’s ability to continue
as a going concern.

THE MEETINGS OF THE SUPERVISORY
BOARD and its audit committee, during

which they consulted on the financial
statements of GASAG AG for fiscal year
2007 submitted by the management
board, the consolidated financial state-
ments for 2007, the combined manage-
ment report and the proposal for the
appropriation of the retained earnings of
GASAG AG, were attended by the audi-
tors, who reported on the key findings
of their audit.

THE SUPERVISORY BOARD has concerned
itself in detail with the work pertaining
to the financial statements and has
acknowledged the audit findings. Based
on the final results of the audit per-
formed by the supervisory board itself,
GASAG AG’s financial statements, the
consolidated financial statements of the
GASAG Group, the combined manage-
ment report and the proposal for the
appropriation of GASAG AG’s retained
earnings, do not lead to any reserva-
tions. The supervisory board approved
the financial statements of GASAG AG
prepared by the management board and
the consolidated financial statements.

In accordance with Sec. 312 AktG, the
management board of GASAG Berliner
Gaswerke Aktiengesellschaft has pre-
pared a report FOR FISCAL YEAR 2007
about relationships with affiliated compa-
nies. The auditors audited this report and
issued the following audit opinion:

“Based on our audit in accordance with
professional standards and our evalua-
tion, we confirm that

1. the factual statements made in the
report are correct; and

2. the consideration paid by the Com-
pany in respect of the legal transac-
tions mentioned in the report were
not excessive.”

THE COMPANY did not specify any
other activities within the meaning of
Sec. 312 (1) AktG in the dependent
company report. Accordingly, there was
no explanation of relevant activities in
the closing remarks or the audit opinion.

BASED ON THE FINAL RESULTS of its
audit, the supervisory board declared that
it has no reservations regarding the man-
agement board report on relationships
with affiliates, including the explanation
at the end of the report or against the
findings of the auditor’s audit.
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THE SHAREHOLDERS OF GASAG Berliner
Gaswerke Aktiengesellschaft remained
unchanged in fiscal year 2007.

There were changes in the members of
the supervisory board in fiscal year 2007.

The members of the supervisory
board are:

Dr. Karl Kauermann (Chairman),
Mr. Andreas Otte (Deputy Chairman),
Mr. Bernard Alran,

Mr. Eckhard Beye

(until December 31, 2007),

Mr. Michael Bolter,

Mr. Uwe Borck

(since January 4, 2007),

Mr. Thorsten Ciebilski,

Mr. Pierre Clavel,

Mr. Hans-Jirgen Cramer,

Mr. Olaf Ditt,

Mr. Mats Fagerlund

(since September 18, 2007),
Mr. Philippe Jeunet,

Mr. Thomas Kokegei

(since January 10, 2008),

Mr. Axel Krafscheck

(until December 31, 2007),

Mr. Lutz Marowsky,

Dr. Hans-Jirgen Meyer,

Ms. Monika Nagel,

Prof. Dr. Klaus Rauscher

(until August 27, 2007),

Dr. Bernhard Reutersberg
(since January 18, 2007),

Dr. Herbert Riiben

Mr. Georges Hoffmann stepped down
from GASAG’s management board
effective December 31, 2007.

The supervisory board acknowledges its
thanks and recognition to the manage-
ment board, the works council and all
employees of GASAG Berliner Gaswerke
Aktiengesellschaft for their efforts in
fiscal year 2007.

The Supervisory Board
Dr. Karl Kauermann, Chairman

Berlin, Germany, April 2008



EXECUTIVE
BODIES

Dr. Karl Kauermann

(Chairman of the supervisory board)
Chairman of the management board of
K.M.T. Immobilien AG, Berlin, Germany

Andreas Otte

(Deputy chairman of the supervisory board)
Employee (chairman of the works council)
at GASAG Berliner Gaswerke Aktiengesell-
schaft, Berlin, Germany

Bernard Alran
General manager of Gaz de France
Deutschland GmbH, Berlin, Germany

Eckhard Beye

(until December 31, 2007)

Divisional head of GASAG Berliner
Gaswerke Aktiengesellschaft, Berlin,
Germany

Michael Bolter
Employee at GASAG Berliner Gaswerke
Aktiengesellschaft, Berlin, Germany

Uwe Borck

(since January 4, 2007)

District divisional head of public supply
and waste disposal, ver.di, Vereinte
Dienstleistungsgewerkschaft, District
of Berlin-Brandenburg, Germany

Thorsten Ciebilski
Employee at GASAG Berliner Gaswerke
Aktiengesellschaft, Berlin, Germany

Pierre Clavel
Head of the International group division
at Gaz de France S.A., Paris, France

Hans-Jurgen Cramer

Member of the management board of
Vattenfall Europe Aktiengesellschaft,
Berlin, Germany

Olaf Ditt
Employee at GASAG Berliner Gaswerke
Aktiengesellschaft, Berlin, Germany

Mats Fagerlund

(since September 18, 2007)

Member of the management board of
Vattenfall Europe Aktiengesellschaft,
Berlin, Germany

Philippe Jeunet

Advisor to the chairman of the manage-
ment board of Gaz de France S.A.,
Paris, France

Thomas Kokegei

(since January 10, 2008)

Divisional head of GASAG Berliner
Gaswerke Aktiengesellschaft,
Berlin, Germany

Axel Krafscheck

(until December 31, 2007)

Employee at GASAG Berliner Gaswerke
Aktiengesellschaft, Berlin, Germany

Lutz Marowsky
Employee at GASAG Berliner Gaswerke
Aktiengesellschaft, Berlin, Germany

Dr. Hans-Jurgen Meyer

Member of the management board of
Vattenfall Europe Aktiengesellschaft,
Berlin, Germany

Monika Nagel

Employee at NBB Netzgesellschaft
Berlin-Brandenburg GmbH & Co. KG,
Berlin, Germany

Prof. Dr. Klaus Rauscher

(until August 27, 2007)

Former chairman of the management
board of Vattenfall Europe Aktiengesell-
schaft, Berlin, Germany

Dr. Bernhard Reutersberg

(since January 18, 2007)

Member of the management board of
E.ON Ruhrgas Aktiengesellschaft, Essen,
Germany

Dr. Herbert Ruben

Member of the management board
of Thiiga Aktiengesellschaft, Munich,
Germany

Georges Hoffmann

(until December 31, 2007)

(Chairman of the management board)
Responsible for personnel, legal affairs,
and procurement

Olaf Czernomoriez
Responsible for administration and
IT strategy

Andreas Prohl
Responsible for distribution and
technology
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COMBINED

MANAGEMENT REPORT
1. BUSINESS AND
BACKGROUND

1.1 PRELIMINARY REMARKS

GASAG Berliner Gaswerke Aktiengesell-
schaft, Berlin, has prepared its consoli-
dated financial statements for fiscal year
2007 in accordance with International
Financial Reporting Standards (IFRSs), as
they are required to be applied in the
European Union. As a non-listed company,
the supplementary provisions of Sec. 315a
(3) HGB [*“Handelsgesetzbuch™: German
Commercial Code] were observed.

The separate financial statements of
GASAG Berliner Gaswerke Aktiengesell-
schaft, Berlin, have been prepared accord-
ing to the German Commercial Code.

This combined management report
provides information on the situation of
the Berliner Gaswerke AG Group (herein-
after referred to as the “GASAG Group”)
according to IFRSs and GASAG Berliner
Gaswerke Aktiengesellschaft (hereinafter
referred to as “GASAG AG”) according to
the German Commercial Code.

1.2 GENERAL ECONOMIC SITUATION
The economic revival forecast to begin

in 2006 for both Berlin and Branden-
burg continued to flourish in 2007. Key
economic indicators are still pointing in

a positive direction. For example, the
order situation for the industry in Berlin
improved again on the prior year. In the
third quarter of 2007, incoming industrial
orders were up some 11.5% year on year,

although they were still below the national
average. Industrial revenues were also

up, driven primarily by high increases in
foreign sales.

The business climate index forecast by the
chambers of industry and commerce in
the Berlin-Brandenburg economic region,
which is based on companies’ assessments
of their current business situation and
their expectations of further development,
is much higher than in prior years. The
percentage of companies surveyed who
classified their current business situation
as good or satisfactory rose from 79%

to 91%.

However, companies in Brandenburg
made more conservative assessments of
their economic outlook than their Berlin
counterparts. This is partly due to the low
proportion of manufacturing industry
and its structure in the Federal State of
Brandenburg and partly to the fact that
the State does not gain as much from the
strong growth arising from export. As

a result of these structural differences,
the Federal State of Brandenburg is not
able to capitalize on the positive growth
effects to the same extent as the other
Federal States. Nevertheless, the economic
report for 2007 published by the Minis-
try of Economics of the Federal State of
Brandenburg predicts a positive trend for
the manufacturing industry, the business
services sector and also the construction
industry.

The construction industry, whose develop-
ment is particularly important for econom-
ic development, performed very well in
2007 compared with prior periods. In the
first half of 2007, the construction industry
in Berlin recorded growth of around 19%,
which was much higher than the national
average. Despite the positive economic
figures, no increase in investments is to be
expected in the construction industry. The
new housing construction sector in par-
ticular continued its decline in both states.
The GASAG Group does not expect its
sales to receive any more growth impetus
in this sector.

1.3 SITUATION OF THE INDUSTRY
According to preliminary figures from En-
ergie Informationsdienst (Issue 02/2008),
there was a sharp drop in natural gas
consumption in 2007. Owing to the mild
winter, there was a loss in sales in the first
four months that could not be recuperated
by year-end. Overall, private households
consumed some 10% less natural gas
than in the prior year. The consumption
of industrial customers also fell by some
4.5% on 2006.

Around 48% of all households in Germa-
ny are heated using natural gas. Despite
the ongoing debate over prices, the trend
towards natural gas among home owners
continued. This applies to both private
households and the housing industry. In
connection with the forthcoming modern-

ization of existing heating systems in areas
supplied with natural gas, many home
owners are switching their heating from
oil heating to natural gas. The number of
households with gas heating increased

in direct competition with other energy
sources to more than 18.2 million by the
end of 2006. Thus, natural gas is and re-
mains the most used fuel in this industry.

In recent years, demand for energy and
primary energy sources, such as coal, oil
and natural gas, has continued to grow
worldwide. This trend is set to continue in
decades to come, above all as a result of
the fast-growing economies in Asia.

In the international arena, the significance
of liquefied natural gas (LNG) will grow,
as this will allow the exploitation of
natural gas deposits where there is no
infrastructure.

And in Germany, biomethane from
indigenous sources will also play a role

in diversifying the natural gas supply in
the foreseeable future. With its environ-
mentally-friendly natural gas, the GASAG
Group has a competitive primary energy
product whose share in energy sales is set
to increase further in the future.
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1.4 ORGANIZATIONAL AND LEGAL
BACKGROUND

GAS MARKET REGULATION

ACCESS TO THE GAS NETWORK

Access to the gas network changed
fundamentally in the fiscal year. Since the
conclusion of the cooperation agreement
between network operators in fiscal year
2006, the number of market areas has
fallen from 19 to 14.

The cooperation agreement was revised as
of October 1, 2007, and a new, exclusively
relevant network access system with a
“two-contract model” was adopted. In
addition to the necessary conversion of
the city gate supply contracts, the amend-
ment to cooperation agreement Il also
crucially affected the setting of charges
by network operators. The main differ-
ence from previously published network
charges is the inclusion of upstream net-
work costs in the form of a shifting pool
of charges. The upstream costs for each
market area were therefore calculated

for all three sub-networks on the basis of
internal capacity reservations by network
operators, aggregated, and integrated

in the charge. The network charges thus
published as of October 1, 2007 include
network usage up to the virtual trading
point of the market area.

A major feature of the new gas network
access model is the use of balancing
groups.

At the same time, contract dispatching
was introduced as of October 1, 2007

to ensure the management of balancing
groups by nominating traders in con-
nection with services provided by NBB
Netzgesellschaft Berlin-Brandenburg
GmbH & Co. KG (hereinafter also referred
to as “NBB”), thus guaranteeing inde-
pendent supply control for GASAG AG,
EMB Erdgas Mark Brandenburg GmbH
(hereinafter also referred to as “EMB”) and
Havellandische Stadtwerke GmbH (herein-
after also referred to as “HSW”).

NETWORK CHARGES PROCEEDINGS

On January 15, 2007, NBB, which was
spun off in the prior year, filed a complaint
with the Higher Regional Court of Dussel-
dorf against specific bases of calculation in
the network charge notices issued by the
German Federal Networks Agency [“Bun-
desnetzagentur’: BNetzA] on December
13, 2006. The notices were approved with
discounts for the sub-networks operated
by NBB in Berlin and Brandenburg. The
complaints procedure is expected to be
concluded some time in fiscal year 2008.

The state regulatory authority for
Brandenburg issued a notice on August 6,
2007 concerning the network leased from
HSW as of January 1, 2007. According

to instructions from the state regulatory
authority of Brandenburg, the charges

in the notice issued to HSW must be
transferred to NBB, as network operator,
without a change in the amount. A com-



plaint against this notice was filed with the
Higher Regional Court of Brandenburg on
September 5, 2007.

As of October 1, 2007, NBB submitted
new charge applications for all three
network areas to the Federal Networks
Agency, with due notice.

INCENTIVE REGULATION

The incentive regulation ordinance passed
by the Upper House of the German Parlia-
ment, the Bundesrat, on September 21,
2007, which came into force on November
6, 2007, will replace the current cost regu-
lation system as of January 1, 2009 with a
regulation model that prescribes caps for
the network operators’ revenues, calculat-
ed on the basis of a nationwide efficiency
comparison. All network operators must
then measure themselves against the most
efficient network operator. The efficiency
comparison, which is carried out by the
Federal Networks Agency before every
regulation period, is determined on the
basis of the total costs of network opera-
tion less the cost shares that are beyond
the operators’ control. The gas industry
will have a time frame of nine years to
achieve the efficiency targets. This is di-
vided into two regulation periods, of four
and then five years. Furthermore, in the
first period, the companies must achieve

a general increase in productivity of
1.25% per annum, in the second period
of 1.5% per annum.
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UNBUNDLING

Further unbundling was carried out in
the fiscal year. The two-contract model
was implemented on a technical level in
the Group for processing network usage
between the network operator, NBB,
and the suppliers, GASAG AG, EMB and
HSW, in order to meet the requirements
of the German Energy Industry Act
[“Energiewirtschaftsgesetz”: EnWG] for
standard processing using a new network
access model.

LEGAL ISSUES

The main legal disputes in which GASAG
AG is involved are civil-law proceedings
arising as a result of the entitlement to
increase prices. These proceedings were
mostly instigated by customers, but some
also by GASAG AG itself. From a substan-
tive point of view, they relate to whether
the price increases by GASAG AG can be
classified as sufficiently transparent for
the purposes of the General Terms and
Conditions Act [“Gesetz zur Regelung
des Rechts der Allgemeinen Geschéfts-
bedingungen”: AGB-Recht] and/or as
cheap within the meaning of Sec. 315 BGB
[“Burgerliches Gesetzbuch™: German Civil
Code]. The class action is under appeal

at the Berlin Court of Appeal. An appeal
hearing was held on January 8, 2008, but
no ruling was made.

On November 13, 2007, the Regional
Court of Potsdam ruled at the court of
first instance in the action brought at the

initiative of the Brandenburg Consum-
ers’ Office to prohibit EMB from applying
the price adjustment clause of its General
Terms and Conditions, effective as of April
1, 2007, for “Klassik” and “Komfort™ gas
supply contracts for household custom-
ers. EMB has lodged an appeal against
this ruling. Until and unless the last court
of appeal rules in favor of the Consumers’
Office, the ruling has no legal effect.

STRUCTURE OF THE GASAG GROUP

In fiscal year 2007, the GASAG Group
was structured as follows: (excluding any
entities that are not fully consolidated and
limited partnerships):

GAS AND HEATING

GASAG BERLINER GASWERKE AG

The purpose of GASAG Berliner Gaswerke
AG, Berlin, is chiefly the distribution and
sale of gas as well as the operation of
storage facilities and trading in energy
sources, especially in Berlin. GASAG AG
also performs commercial and administra-
tive services for all group entities.

EMB ERDGAS MARK BRANDENBURG
GMBH

GASAG AG holds 75.08625% of the
subscribed capital of EMB Erdgas Mark
Brandenburg GmbH, Potsdam. The
purpose of the entity is the production,
distribution and sale of energy, in particu-
lar natural gas, as well as trading therein,
in the western region of the Federal State
of Brandenburg.

GASAG WARMESERVICE GMBH
GASAG AG owns 100% of the capital
stock of GASAG WarmeService GmbH
(GWS), Berlin. The main purpose of the
entity is the planning, financing, set-up
and operation of production facilities for
the provision of energy and heating. The
entity operates nationwide as of 2008.

NGT NEUE GEBAUDETECHNIK GMBH
Effective as of October 1, 2007, GASAG
AG owns 100% of the capital stock of
NGT Neue Gebaudetechnik GmbH, (here-
inafter also referred to as “NGT”), Essen.
The purpose of the entity is the provision
of services in connection with projects to
plan, construct and finance power plants
for heat, steam, cooling and electricity.
The entity operates nationwide.

TRANSPORT

NBB NETZGESELLSCHAFT
BERLIN-BRANDENBURG GMBH & CO. KG
As of the balance sheet date, GASAG

AG held 83.5% of the limited partners’
interests in the above German limited
partnership, EMB 15.0% and HSW 1.5%.
On January 1, 2006, NBB, as the network
arm, assumed the operation of GASAG
AG’s and EMB’s networks as well as the
marketing of network capacity, and since
then has offered its services as network
operator in Berlin and Brandenburg.
With effect from January 1, 2007, HSW,
Germany, assumed 1.5% of the limited
partners’ interests in NBB from GASAG
AG at nominal value. Since then, NBB
has also operated HSW'’s network and
marketed its network capacities.

THE GASAG GROUP
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NBB Netzgesellschaft

Berlin-Brandenburg
mbH & Co. KG

GASAG WarmeService
GmbH

BEA Berliner
Energieagentur GmbH

75,09%
EMB Erdgas Mark
Brandenburg GmbH

GASAG - Berliner Gaswerke AG

100% 100%
NGT Neue DSE Direkt-Service-
Gebaudetechnik GmbH Energie GmbH

TECHNICAL AND OTHER SERVICES
BAS ABRECHNUNGSSERVICE GMBH

& CO. KG

GASAG AG holds 100% of the limited
liability capital of BAS Abrechnungsserv-
ice GmbH & Co. KG (hereinafter also
referred to as “BAS”), Berlin. The entity
is essentially responsible for all consump-
tion-billing and meter-reading services as
well as call-center services for the Group.
It also performs services for third parties.

BEGA.TEC GMBH

GASAG AG owns 100% of the capital
stock of BEGA.tec GmbH (hereinafter
also referred to as “BEGA.tec”), Berlin.
The purpose of the entity is the set-up,
maintenance, repair and overhaul of
energy installations as well as equipment

100%
BAS Abrechnungs-
service GmbH & Co. KG

100%
BEGA.tec GmbH

18%
SpreeGas Ges. f.
Gasversorg. u. Energie-
dienstleistung mbh



management for energy, heating and wa-
ter meters, including the remote transfer
of measurement data and realization of
statutory calibration obligations. It also
operates a chemical laboratory for the
production of analyses and their evalua-
tion. The entity primarily renders services
for the Group, but also for third parties.

DSE DIREKT-SERVICE ENERGIE GMBH

On October 1, 2007, GASAG direkt
GmbH was renamed DSE Direkt-Service
Energie GmbH (hereinafter also referred
to as “DSE”), Berlin. GASAG AG holds
100% of DSE’s capital stock. The purpose
of the entity is the sale of products and
services, especially energy management
and technical installations in the name of
and on behalf of other companies.

NGT NEUE GEBAUDETECHNIK GMBH
NGT also provides technical services in
connection with the adjustment of gas
equipment, and the house connection
and meter service.

1.5 GENERAL BUSINESS
PERFORMANCE

EXISTING BUSINESS

Temperature trends in the sales regions
of Berlin and Brandenburg were far too
warm in the fiscal year. GASAG AG’s
sales area, similarly to EMB’s, recorded
temperatures of 1.7°C above the aver-
age for a normal year (8.9°C) and 0.4°C

above the prior-year average (10.2°C).
Consequently, gas sales were substan-
tially below target. In addition to the

gas sales volume, transport volumes for
power plants in the Berlin network area
decreased considerably compared with
the prior year, whereas transport volumes
for third parties recorded an increase.

Gas-to-gas competition in the private
customer segment experienced a boom
in 2007. In the course of the year, new
competitors entered the gas market in
Berlin and Brandenburg.

In the special contract customer segment,
the GASAG Group managed to secure
much of the gas volume up for negotia-
tion. Many customers issued public invita-
tions to tender for their expiring natural
gas supply contracts and the gas volumes
up for disposal. The Federal State of
Berlin, for example, issued a Europe-wide
invitation to tender for its gas procure-
ment and supply for gas street lighting.
GASAG AG prevailed over its competitors
and will continue to supply the Federal
State of Berlin with natural gas over the
next few years.

In terms of winning new customers, both
GASAG AG and EMB put new plants into
operation in the fiscal year, generating
sustainable additional sales in the Group’s
core supply area.

Effective as of January 1, 2007 for
GASAG AG, and as of April 1, 2007 for
EMB, a new tariff/pricing system was
introduced for tariff and special contract
customers. This system led to new market
conditions, in particular the provisions of
the Ordinance on the General Terms and
Conditions for the Basic Supply of House-
hold Customers and the Auxiliary Supply
With Gas From the Low Pressure Network
(Basic Gas Supply Ordinance [“Gasgrund-
versorgungsverordnung”: GasGVV]),
which came into force in November
2006. The pricing system has been made
more transparent and includes best-price
billing for GASAG AG’s (and EMB’s) basic
supply customers, by which they are
billed using the rate most favorable for
them based on their annual consumption.

INVESTMENT STRATEGY

The GASAG Group pursued its invest-
ment strategy in terms of its growth tar-
gets to expand core business and increase
the market area. With its contracting and
technical services divisions, NGT’s busi-
ness, acquired by GASAG AG on October
1, 2007, is in keeping with the GASAG
Group’s strategic focus. Expanding its
position in the contracting market is a
significant growth option for the GASAG
Group. NGT is particularly active with
contracting offers in the healthcare sec-
tor. Through the acquisition of the techni-
cal services division, the GASAG Group
hopes to realize synergies, especially with
regard to house connection and meter

services, system services for meter man-
agement, and inspection, maintenance
and overhaul of house connections.

In fiscal year 2007, EMB acquired a 49%
share in GreenGas Produktionsanlage
Rathenow GmbH & Co. KG, Rathenow.
The biogas plant at Rathenow is the first
plant in the Federal State of Brandenburg
to upgrade biogas to biomethane. It will
feed into NBB’s pipe network. This is the
GASAG Group’s first step towards estab-
lishing a biomethane business.

PROJECT “GASAG 2015

At the start of 2007, the GASAG Group
began to work intensively on the “GASAG
2015 project, which was set up espe-
cially to deal with growth options. In the
evaluation of pre-selected options, seven
were found to be particularly attractive
from a market and investment perspective:
storage expansion, distribution to foreign
markets, trading, renewable energies, con-
tracting, smart metering, and networks.

Once the planning process was complete,
implementation began in part:

= To optimize the efficiency of the
storage facility, preparatory work for
the sinking of two wells and seismic
surveys are being carried out in 2008.

GASAG AG has been supplying private
and business customers in Kiel with its
innovative product “Béarengas” since
October 1, 2007. Nationwide offers

of gas supply have also been issued to
key accounts and the first contracts
concluded for 2008.

By switching existing supply contracts
to virtual trading points, gas supply was
ensured from October 1, 2007, thus
meeting the requirements for potential
future trade.

In addition to planning work in the
renewable energies sector, construction
of the first biogas plant in Rathenow
began on November 16, 2007.

KEY DATA GASAG AG AND GASAG GROUP
(IFRSs) 2006-2007 (urm)
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= As well as the development of seg-
ment-specific contracting strategies,

two projects were successfully con-
cluded with regard to the investiga-
tion of potential acquisitions and joint
ventures. A significant chain was won
as a buyer of contracting services and
NGT was taken over.

Due to the deregulation of metering
and the expectation of a legal obliga-
tion to bill on a monthly basis, the use
of these new technologies is being
looked into intensively. Initial testing
has been carried out as part of a pilot
project with the support of coopera-
tion partners.

In the expansion of network business,
the particular focus is on purchasing
and operating other networks. Con-
comitantly, a plan was drawn up for
the sale of network services, including
collaborations. This plan is already be-
ing implemented by NBB.

MARKET EXPANSION ACTIVITIES
GASAG AG is intensifying its promo-
tion of the use of gas heating in com-
bination with solar-power systems. To
complement the existing promotion of
solar power, the information campaign
“Natural Gas + Solar Heating XXL” was
launched together with Berliner Energie-
agentur in July 2007. The aim is to accel-
erate the construction of large, thermal
solar systems with collector areas greater

than 20m2 in the housing industry, which
is particularly significant for Berlin.

A core aim of GASAG AG’s program is to
construct and expand block-type thermal
power stations of various sizes. These
plants save up to 40% energy because
they combine the generation of power
and heat near the consumer.

In terms of renewable energies, the
program also involves the planning of ad-
ditional biogas plants. The market launch
of gas heating pumps and the expansion
of the gas station infrastructure for
natural gas-powered vehicles will also
play a key role.

These activities will not only benefit the
environment. They will also make sub-
stantial cost savings for primary energy
sources. Overall, with multiplier effects
from plant manufacturers, equipment
manufacturers, and trade, an investment
volume of up to EUR 1.5b is expected.
This will particularly reinforce small and
medium-sized enterprises in the region
and make an important contribution to
securing and increasing jobs in the im-
portant field of environmental protection
and energy technology.

ENVIRONMENT AND TECHNOLOGY
GASAG AG once again increased its envi-
ronment and technology-related activi-
ties in 2007. In addition to establishing
organizational requirements, we focused

in particular on testing new technologies
for the distributed generation of heat
from natural gas. We also entered the
biomethane sector.

LEGAL SITUATION

GASAG AG’s activities are supported in
particular by the German Federal Govern-
ment’s “Integrated Energy and Climate
Program” (Meseberg policy paper). A
highly efficient, ecologically and econom-
ically sound, distributed energy supply is
to be realized. The technologies that will
also enable this in detached housing and
other properties with small requirements
are currently being tested or are about

to be launched.

“BERLIN VERPFLICHTET”

Against the background of the current
climate and energy debate, GASAG AG
wants to reduce CO, emissions in Berlin
by more than one million metric tons per
annum by 2015 and thereby do more to
help protect the environment. This move
also serves to emphasize GASAG AG’s
progression from an infrastructure pro-
vider of the 1990s to a modern, future-
looking, innovative energy provider.

At the heart of the “Berlin verpflichtet”
program is a distributed energy supply.
But it also aims to promote energy-
efficient technologies and modernize
heating systems.

The program is based on the premise
that private households are responsible
for more than half of the carbon dioxide
emissions in Berlin. More than 10,000

oil heaters in Berlin are more than 25
years old. By replacing old systems with
modern natural gas heating systems, CO,
emissions could be sustainably reduced.

For this reason, GASAG AG has undertak-
en to step up and expand its advisory and
service offering in relation to the conver-
sion of heating systems.

DEVELOPMENTS IN OTHER BUSINESS
SEGMENTS

In the natural-gas-as-fuel segment, the
sales volume grew by some 10% to
almost 70 million kWh of natural gas. A
major basis for this encouraging develop-
ment is the number of natural gas sta-
tions in Berlin. In order to further spread
the use of natural gas-powered vehicles,
“Phill”, the natural gas home refueling
system from Canada, is to be brought in.
This system was tested.

In order to promote distributed energy
supply, seven “lion Powerblock’ mini-
CHP systems were tested in the field. Fur-
thermore, a two-year mini-CHP field test
campaign was launched in March 2007,
in which a total of 20 WhisperGen units
were tested in households, commercial
operations and public institutions.
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Eight diffusion-absorption heating pumps
are also currently being tested under
everyday conditions. It is hoped that the
nationwide “gas heating pump initia-
tive” that is currently getting underway
with reputable equipment manufacturers
will drive forward the development and
market launch of this technology.
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2. SITUATION OF THE GASAG

GROUP (IFRSS)

2.1 RESULTS OF OPERATIONS OF THE
GASAG GROUP

REVENUE fell against the prior year by
EUR 177.1m to EUR 1,004.3m (down
15.0%). This drop is attributable to the
temperature trend and price reductions at
GASAG AG and EMB. The price reduc-
tions were effected as a consequence of
changes in oil prices. Furthermore, with
the coming into effect of the new Ger-
man Energy Tax Act [“Energiesteuerge-
setz””: EnStG] in August 2006, natural
gas tax was no longer a component of
revenue in 2007; however, in 2006 it was
still recognized under revenue for the
months January to July.

At 22,515 million kWh, the gas sales
volume, without taking into account

GASAG GROUP

intragroup supplies, is 2,310 million kWh
down on the prior-year figure (24,825
million kWh). 1,574 million kWh of this
reduction is attributable to GASAG AG
and 737 million kWh to EMB.

OTHER OPERATING INCOME fell by EUR
43.2m to EUR 25.8m (down 62.6%). The
decrease was chiefly due to a refund
claim of EUR 27.1m disclosed in the prior
year against Berliner Erdgasspeicher
Besitz- und Verwaltungsgesellschaft bR,
Berlin, and its partners.

The COST OF MATERIALS dropped by
EUR 169.5m to EUR 638.4m (down
21.0%). The decrease is primarily due to
reduced volumes due to higher tempera-
tures as well as lower gas procurement

prices. Furthermore, in line with revenue,
energy tax for natural gas procurement
has not been a component of cost of
materials since the new German Energy
Tax Act became operative.

PERSONNEL EXPENSES fell by a total of
EUR 35.6m (down 31.5%) to EUR 77.4m.
In order to cover the additional cash
requirement to finance claims arising
prior to January 1, 2002 for old-age and
survivors’ pensions through the Pension
Institution of the Federal Republic of
Germany and the Federal States [“Ver-
sorgungsanstalt des Bundes und der
Lander’: VBL], the risk provision for re-
structuring contributions pursuant to IAS
19.32A was increased by EUR 5.7m (prior
year: EUR 32.1m). In addition, in 2006,

CHANGES IN EMPLOYEES BETWEEN 2006-2007

(Total employees GASAG Group excluding employees on leave under phased retirement arrangements and

inactive employees and without members of the management board, managing directors and trainees)

BEGA.tec

a provision of EUR 10.3m was set up for

the extended phased retirement program.

The average number of employees in-
creased slightly year on year from 1,407
to 1,413.

OTHER OPERATING EXPENSES rose by
EUR 1.2m to EUR 76.0m (up 1.6%).

PROFIT FROM OPERATIONS (EBIT) de-
creased by EUR 17.7m (down 9.2%) to
EUR 173.2m in the fiscal year, mainly due
to the reasons given above.

FINANCE COSTS recorded a decrease of
EUR 5.8m (down 7.7%) on the prior-year
level at EUR 69.6m.

At EUR 50.5m, INCOME TAXES dropped
by EUR 3.1m (down 5.8%) on the com-
parative prior-year figure, mainly as a
result of lower earnings before taxes.

In a year-on-year comparison, the GASAG
Group’s PROFIT FOR THE PERIOD de-
creased by EUR 3.4m from EUR 81.7m to
EUR 78.3m (down 4.1%).

Profit from operating activities contains a
NON-OPERATING RESULT of EUR -4.8m
(prior year: EUR -4.9m), mainly compris-
ing the following material items:

2007 2006
EURmM EURmM

Expenses
Expenses from restructuring contributions to the VBL 5.7 321
Elimination of receivables and bad debt allowances 71 9.2
Expenses from the redundancy plan and compensation agreements 0.7 0.0
Expenses from phased retirement arrangements 0.0 10.3
13.5 51.6

Income

Income from the reversal of provisions 2.9 14.5
Income from the refund claim against Speicher GbR 0.0 27.1
2.9 41.6
Other expenses and income (net) 5.8 51
4.8 -4.9
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2.2 FINANCIAL POSITION OF THE
GASAG GROUP
Financial management, which is carried out

by GASAG AG, is a means of controlling
and safeguarding cash flows in the Group
at all times. Rolling 12-month cash flow
plans are used to determine liquidity needs.

The nature and scope of transactions are
based on the core operational and finan-
cial business of the Group.

The financial requirements of the Group
are covered by cash flows from operating
activities and by drawing on short-term
and long-term bank loans. In addition,
thanks to its sustained positive busi-

ness development, the Group had direct
access to the capital market for the first
time. The placement of a borrower’s note
loan of EUR 150m with a term of 15 years
on the European capital market breaks
down into two term loans of EUR 100m
in 2007 and EUR 50m in 2008.

Seven banks provide group borrowing
facilities, some of which have no fixed
term. The interest-bearing loans included
in current and non-current liabilities are
spread over 20 banks.

NON-CURRENT LIABILITIES

The year-on-year decrease in NON-CUR-
RENT LIABILITIES (excluding deferred
taxes) by EUR 148.8m to EUR 1,234.8m

is primarily attributable to the reduction
in interest-bearing loans by EUR 141.6m.
The reduction in long-term loans is chiefly

the result of the reclassification of match-
ing maturities to current liabilities.

CURRENT LIABILITIES

CURRENT LIABILITIES increased by EUR
141.1m to EUR 467.1m mainly due to
the rise in short-term loans by EUR
159.4m and the decrease in provisions
by EUR 9.9m.

CASH FLOW STATEMENT

Cash flows from operating activities of
the GASAG Group fell by EUR 129.8m in
fiscal year 2007 to EUR 94.0m.

The EUR 131.7m decrease in working
capital is mainly due to the increase in
income tax paid to settle prior-year tax li-
abilities and the increase in receivables. In
the fourth quarter of 2007, non-recurring
effects in the special customer segment
and temperature-related effects reduced
the cash flow from receivables relating to
gas supplies by EUR 81.8m year on year
based on balance sheet results.

In contrast to the prior year, prepayments
totaling EUR 21.5m were also made on
gas volumes already delivered. Liabilities
remained overall at around the prior-year
level, effecting a EUR 58.3m year-on-year
decrease in the resulting cash flow.

Significant negative effects on the cash
flows from operating activities in 2007 will
have a positive impact on the planned cash
flows from operating activities in 2008.

In fiscal year 2007, cash flows from
investing activities were negative and
amounted to EUR 60.5m. This was pri-
marily due to investments in intangible
assets and property, plant and equipment
as a result of a business combination, as
well as separate financial investments
made to meet legal requirements in
relation to insolvency risk insurance for
phased retirement credit.

Negative cash flows from financing activi-
ties fell by EUR 119.2m to EUR 46.1m in
fiscal year 2007, mainly due to first-time
capital market financing by GASAG AG of
EUR 100.0m and lower loan repayments.

Cash and cash equivalents, which com-
prise cash on hand, bank balances and
checks as well as interest-bearing securi-
ties classified as current assets, dropped
by a total of EUR 12.6m to EUR 27.7m in
fiscal year 2007.

2007 2006
EURmM EURmM
EBIT 128.8 135.3
Income taxes paid -315 -31.6
Working capital -59.2 725
Other 55.9 47.6
Cash flows from operating activities 94.0 223.8
Cash flows from investing activities -60.5 -82.2
Cash flows from financing activities -46.1 -165.3
Change in cash and cash equivalents due to fluctuations in value 0.0 0.4
Cash and cash equivalents at the end of the period 27.7 40.3
NET FINANCIAL POSITION
The net financial position includes cash Securities classified as non-current assets
and cash equivalents and securities clas- and other loans are not factored into the
sified as current assets, which are netted calculation.
with the financial liabilities.
2007 2006
EURmM EURmM
Cash and cash equivalents 277 30.3
Securities classified as current assets 185.8 36.8
Sub-total current cash 213.5 67.1
Liabilities to banks -741.8 -706.8
Other financial liabilities -405.0 -420.7
Derivatives 0.0 -1.5
Net financial position -933.3 -1.061.9

The increase in securities classified as
current assets results from the reclassifi-
cation of the zero bond from non-current
financial assets.
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2.3 NET ASSETS OF THE
GASAG GROUP

NON-CURRENT ASSETS

NON-CURRENT ASSETS (excluding
deferred taxes) decreased by EUR 140.1m
to EUR 1,879.0m.

EUR 33.7m was invested in PROPERTY,
PLANT AND EQUIPMENT of the GASAG
Group (prior year: EUR 36.5m), although
gas distribution networks and heating
installations are the largest item

(EUR 31.1m; prior year: EUR 31.9m).

INVESTMENTS IN ASSOCIATES fell by
EUR 1.2m in the fiscal year.

CURRENT ASSETS

CURRENT ASSETS increased overall by
EUR 196.5m to EUR 516.5m, chiefly as a
result of the reclassification of a security
with a nominal value of EUR 165m from
non-current financial assets.

INVENTORIES increased by a total of EUR
8.2m on the prior year to EUR 87.0m.
Inventories mainly comprise working gas.

The year-on-year rise in TRADE RECEIVA-
BLES AND OTHER RECEIVABLES by EUR
42.9m to EUR 166.2m is principally attrib-
utable to the lower average temperatures
in October to December 2007 compared
with the prior year.

BALANCE SHEET STRUCTURE OF THE GASAG GROUP (IFRSS) (ineurm)

Structure of assets

I

e

Non-current assets

Property, plant
and equipment

. Intangible assets

Structure of equity and liabilities

Non-current
liabilities

Non-current
financial assets assets

Investments in
associates

Current
liabilities

Deferred . Current financial

| - 205

Current assets

Other current
assets assets

Shares in EnergieSudwest AG, Landau,
(hereinafter also referred to as “ESW”),
which are to be used for the acquisi-

tion and financing of further shares in
SpreeGas Gesellschaft fir Gasversorgung
und Energiedienstleistung mbH, Cottbus,
(SpreeGas) were disclosed under the item
NON-CURRENT ASSETS HELD FOR SALE.
The rest of the shares are scheduled to be
exchanged in 2008.

NON-FINANCIAL PERFORMANCE
INDICATORS

The average number of employees at the
GASAG Group remained more or less un-
changed against the prior year at 1,413.

Due to changing conditions, the GASAG
Group is making targeted investments

in improving the employee structure.

The relatively high take-up rate of the
phased retirement programs is creating
the conditions in the Group necessary for
such improvements. The collective agree-
ment provision concluded with the social
partner, ver.di, concerning the promo-
tion of employment and improvement of
workforce structures in the GASAG group
entities, helps to make recruitment more
efficient.

In addition to continuous professional
development (CPD) training for all em-
ployees, special programs are carried out
for the internal advancement of junior
managers and the integration of univer-
sity graduates.

COMBINED MANAGEMENT REPORT

EQUITY AND KPIs

At EUR 678.1m, EQUITY is higher than
the prior-year level (up EUR 30.7m). This
is an increase of 4.8%. The equity ratio
of the GASAG Group increased to 27.5%
(prior year: 26.4%); the balance sheet
total was up slightly. Details of equity can
be found in the statement of changes in
equity in the notes to the consolidated
financial statements.

Intangible assets and property, plant and
equipment are covered by equity (39.6%;
prior year: 37.5%).

Return on Capital Employed (ROCE) fell
by 1.0 percentage point in the fiscal year
from 11.6% in 2006 to 10.6% in 2007,
chiefly due to the positive one-time ef-
fects being recognized in the prior year.
The ROCE in the GASAG Group reflects
the performance of capital invested and
mirrors the relationship between profit
from operations and average operating
assets.

2.4 OVERALL PICTURE OF THE
ECONOMIC SITUATION

As a result of the mild weather condi-
tions, gas sales in the fiscal year fell short
of expectations. Intensified gas-to-gas
competition led to a moderate drop

in the number of customers. Financial
obligations were covered by the available
cash flows, financial assets and existing
credit lines with matching maturities.

The investment strategy was successfully
continued. The GASAG Group’s profit for
the period was down on the prior year
owing to the negative effects of higher
temperatures.
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3. SITUATION OF GASAG AG
(GERMAN COMMERCIAL CODE)

3.1 RESULTS OF OPERATIONS OF
GASAG AG

SALES fell against the prior year by EUR
178.6m to EUR 786.7m (down 18.5%).
This drop is attributable in part to a
reduction in published prices as of April
1, 2007 and price reductions for special
contract customers. The price reduc-
tions were effected as a consequence of
changes in oil prices. GASAG AG'’s gas
sales volume amounted to 15,880 million
kWh as a result of the warm weather
(prior year: 17,528 million kWh). Further-
more, with the coming into effect of the
new German Energy Tax Act in August
2006, natural gas tax was no longer a
component of sales in 2007; however, in
2006 it was still recognized under sales
for the months January to July.

Lease income from the leasing of the gas
network dropped off as a result of the
network charge notice issued by the Ger-
man Federal Networks Agency, resulting
in a further fall in sales.

OTHER OPERATING INCOME fell by some
EUR 52.3m (down 42.0%) to EUR 72.4m.
The decrease was due to a refund claim
of EUR 27.1m disclosed in the prior year
against Berliner Erdgasspeicher Besitz-
und Verwaltungsgesellschaft bR, Berlin,
and its partners. Also, income from the
reversal of accruals of EUR 2.2m was rec-
ognized in the fiscal year, compared with
EUR 14.0m in 2006.

BALANCE SHEET STRUCTURE GASAG AG (HGB) (ineurm)

Structure of assets

L |
. .

I o=

. Fixed assets Financial assets Inventories Receivables and Securities Other

other assets

Structure of equity and liabilities

. Equity Special item Accruals Liabilities

COMBINED MANAGEMENT REPORT

COST OF MATERIALS was EUR 192.4m
down on the prior-year level at EUR
569.8m. The decrease is primarily due
to changes in volumes as a result of
higher temperatures, as well as lower
gas procurement and transport prices.
Furthermore, in line with sales, energy
tax for natural gas procurement has not
been a component of cost of materials
since the new German Energy Tax Act
became operative. The resulting change
in method led to a decrease to 72.4% in
cost of materials as a percentage of sales
for GASAG AG (prior year: 79.0%).

PERSONNEL EXPENSES are EUR 39.7m
down on the prior-year level at EUR
41.4m. The risk accrual was increased

by EUR 9.2m (prior year: EUR 25.5m) to
cover the restructuring contributions to
be paid to the VBL to hedge the shortfall.
In addition, in 2006, an accrual of EUR
4.7m was set up for the extended phased
retirement program.

The average number of employees fell
from 568 to 520 (down 8.5%), mainly
as a result of phased retirement arrange-
ments.

OTHER OPERATING EXPENSES rose by
EUR 4.8m (up 2.4%) to EUR 201.4m in
the fiscal year. This primarily relates to
increased leasing expenses for the natu-
ral gas storage facility and for the gas
distribution network, due to investments

made in the network and then charged on.

The INVESTMENT result amounts to a
total of EUR 16.2m; the majority of this
relates to the affiliated companies EMB
(EUR 12.1m), BAS (EUR 0.9m), and GWS
(EUR 0.8m).

The RESULT FROM ORDINARY ACTIVI-
TIES rose by EUR 8.5m (up 14.9%) to
EUR 65.5m.

GASAG AG’s INCOME TAXES stood at
EUR 16.3m (prior year: EUR 7.4m). The
reversal of tax accruals in 2006 as a result
of the findings from the tax field audit
had a significant effect, reducing the tax
expense by EUR 16.0m.

In 2007, GASAG AG posted NET INCOME
FOR THE YEAR of EUR 48.7m compared
with net income of EUR 49.2m in 2006
(down 1.0%).

The result from ordinary activities con-
tains a NON-OPERATING LOSS of EUR
25.9m (prior year: non-operating income
of EUR 3.7m). It includes expenses relat-
ing to legal risks, expenses in connec-
tion with the recognition of accruals for
restructuring contributions to the VBL,
and expenses arising from the derecogni-
tion of receivables and the recognition of
bad debt allowances. Contrasting effects
chiefly relate to income from the reversal
of accruals.



3.2 FINANCIAL POSITION OF
GASAG AG

The net assets of GASAG AG are struc-
tured in such a way that property, plant

and equipment material to core business
is financed via medium and long-term
lease agreements with a view to improv-
ing the financial situation and results of
operations.

These lease transactions led to finan-

cial obligations for gas facilities of EUR
1,088.0m (prior year: EUR 1,158.1m) as of
the balance sheet date. These are covered
by available cash flows, anticipated earn-
ings and contractual agreements with
matching maturities.

At NBB, lower proceeds from network
access charges as a result of higher
temperatures resulted in overindebted-
ness as of December 31, 2007. In view of
this, GASAG AG granted NBB a qualified
subordinated shareholder loan of

EUR 11.9m in 2007.

CASH FLOW STATEMENT

CASH FLOW FROM OPERATING ACTIVI-
TIES of GASAG AG fell by EUR 106.2m
year on year and was negative for the
first time at EUR 0.1m.

Significant effects resulted from a EUR
23.8m increase in income taxes paid. EUR
15.2m of this related to the settlement of
prior-year tax liabilities.

The drop of EUR 56.4m in working
capital is primarily due to the increase in
receivables. In the fourth quarter of 2007,
non-recurring effects in the special cus-
tomer segment and temperature-related
effects increased receivables relating to
gas supplies by EUR 29.5m year on year
based on balance sheet results.

In contrast to the prior year, prepayments
totaling EUR 21.5m were also made on
gas volumes already delivered.

Significant negative effects on the cash
flow from operating activities in 2007
will have a positive impact on the
planned cash flow from operating activi-
ties in 2008.

The change in other items is principally
attributable to the EUR 35.3m lower
increase in accruals.

CASH FLOW FROM INVESTING ACTIVI-
TIES was down EUR 5.3m on the prior
year to EUR 74.5m, primarily as a result
of an acquisition, as well as separate
financial investments made to meet legal
requirements in relation to insolvency risk
insurance for phased retirement credit.

CASH FLOW FROM FINANCING ACTIVI-
TIES was up EUR 104.4m to EUR 50.2m.
This development relates mainly to first-
time capital market financing.

2007 2006

EURmM EURmM
Net income before extraordinary items and income taxes 65.0 56.6
Income taxes paid -33.2 -9.4
Working Capital -60.6 -4.2
Other items 28.7 63.1
Cash flow from operating activities -0.1 106.1
Cash flow from investing activities -74.5 -79.8
Cash flow from financing activities 50.2 -54.2
Cash and cash equivalents at the end of the period 35.4 59.8
NET FINANCIAL POSITION
The net financial position comprises cash financial liabilities into account. Long-
and cash equivalents and securities classi-  term investments and other loans are
fied as current assets adjusted to take not factored into the calculation.

2007 2006

EUR M EURmM
Cash and cash equivalents 8.5 29.6
Securities classified as current assets 0.0 9.9
Sub-total current funds 8.5 39.5
Liabilities to banks -101.3 -23.7
Net financial position -92.8 15.8

LIABILITIES

Accruals increased by EUR 19.6m (up
7.4%) to EUR 285.5m in the fiscal year,
primarily due to the increase in other ac-
cruals. These other accruals mainly relate
to accruals of EUR 80.5m for compensa-
tion for real land rights in accordance with
Sec. 9 GrBBG [“Grundbuchbereinigungs-
gesetz”: German Act to Rectify the Land
Register], EUR 19.4m for soil cleaning, and
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EUR 14.3m for phased retirement arrange-
ments. The item also includes accruals of
EUR 25.3m for litigation and other risks
(prior year: EUR 5.3m), as well as a refund
claim by Speicher GbR against GASAG AG
for EUR 7.4m.

EQUITY AND KPIs
In terms of capital, EQUITY decreased
slightly by EUR 0.5m to EUR 504.3m.

GASAG AG’s equity ratio stood at
46.9%, compared with 51.3% in 2004.

The net assets of GASAG AG are struc-
tured in such a way that property, plant
and equipment material to core business
is financed via long-term lease agree-
ments.
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4. SUBSEQUENT EVENTS AT THE
GASAG GROUP AND GASAG AG

OFF-BALANCE-SHEET FINANCIAL
INSTRUMENTS

In 1996, GASAG AG contributed the nat-
ural gas storage facility to Berliner Erdgas-
speicher Besitz- und Verwaltungsgesell-
schaft burgerlichen Rechts and concluded
a lease agreement for operational use of
the natural gas storage facility with all
technical facilities, cushion gas and other
assets related to its operation. In 2000,
GASAG AG sold the gas pipe system by
way of a sale and leaseback transaction
and leased it back for further usage. Both
transactions sustainably strengthened the
financial position and results of opera-
tions and laid the foundations for strate-
gic growth on the market. The financial
obligations, which could arise from the
realization of the purchase right or the
potential purchase of leased assets, are
hedged by available cash flows, anticipat-
ed earnings and contractual agreements
with matching maturities.

3.3 NET ASSETS OF GASAG AG

ASSETS

Investments in PROPERTY, PLANT AND
EQUIPMENT at GASAG AG amounted to
EUR 3.2m (prior year: EUR 3.1m).

The work carried out on the gas network
in fiscal year 2007 was charged on to the
lessor (EUR 22.6m) pursuant to the terms
and conditions of the sale and leaseback
transaction.

The FINANCIAL ASSETS contain a security
with a nominal value of EUR 165m. In
order to protect claims under phased
retirement arrangements pursuant to

Sec. 8a AItTZG [“Altersteilzeitgesetz™
German Phased Retirement Act] against
insolvency, GASAG Treuhand e.V. was
established. The funds transferred to the
trustee amounted to EUR 25.1m.

At NBB, lower proceeds from network
access charges as a result of higher
temperatures resulted in overindebted-
ness as of December 31, 2007. In view of
this, GASAG AG granted NBB a qualified
subordinated shareholder loan of

EUR 11.9m in 2007.

INVENTORIES are almost unchanged on
the prior year at EUR 64.9m. Inventories
mainly comprise working gas

(EUR 58.3m).

RECEIVABLES AND OTHER ASSETS rose
by EUR 67.5m (up 28.0%) overall to EUR
308.7m. Receivables arising from gas
supplies were up by EUR 34.6m on the
prior year to EUR 114.8m. EUR 29.5m of
the year-on-year increase in receivables
from gas supplies relates to receivables
from third parties and EUR 5.1m to
receivables from affiliated companies.
Furthermore, under other assets, the
loan receivable from KORDAX Mobilien-
Verwaltungsgesellschaft mbH & Co. KG
increased by EUR 20.2m and other tax
receivables by EUR 8.3m.

3.4 OVERALL PICTURE OF THE ECO-
NOMIC SITUATION

As a result of the mild weather condi-
tions, gas sales in the fiscal year fell short
of expectations. Intensified gas-to-gas
competition led to a moderate drop in
the number of customers. The financial
obligations are covered by available cash
flows, anticipated earnings and contrac-
tual agreements with matching maturi-
ties. The investment strategy was success-
fully continued. In the separate financial
statements of GASAG AG, net income for
the year was below the prior-year level.

4. SUBSEQUENT EVENTS AT THE
GASAG GROUP AND GASAG AG

No significant events have occurred since
the close of the fiscal year.

5. RISK REPORT OF
THE GASAG GROUP AND

GASAG AG

The GASAG Group maintains a group-
wide risk management and early warn-
ing system. The existing group-wide risk
management system covers the parent
company as well as all subsidiaries in-
cluded in the consolidated financial state-
ments. Furthermore, in addition to specific
risk management systems in the individual
group entities, there are also special risk
management systems that regulate sig-
nificant group-wide business areas, such
as commodity trading and trading with
financial instruments.

The control systems implemented at the
group entities are based on the parent
company’s requirements and take into ac-
count the specific situation of the respec-
tive entity. Risk management tasks are
covered decentrally through organizational
rules at business unit and subsidiary level.
Potential risks are identified, analyzed and
documented and included in operational
management in line with the defined
responsibilities. Specific risks are assessed
using estimated probabilities of occurrence
and quantitative assessments of poten-
tial damage. Reference is made to the
monetary impact on results. During the
year, standardized reporting is prepared
on a quarterly basis and, in the case of

a loss event, on an ad-hoc basis. Risk
control mechanisms are highlighted and
a company-wide risk culture promoted by
timely, process-related communication to
those involved.
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The internal group audit department
regularly reviews the functionality and
effectiveness of the risk management
systems of the group entities and the
parent company.

The GASAG Group pursues a conservative
risk policy that helps achieve long-term
corporate targets.

Material risks have been identified for the
following areas:

LEGAL AND POLITICAL FRAMEWORK
GASAG AG and EMB are exposed to risks
arising from the legal situation, particu-
larly in their capacity as owners of the gas
networks. The Third Regulatory Package
adopted by the European Commission
includes a proposed directive to tighten
the regulations on unbundling. The
ownership unbundling designed for large
network operators may ultimately also
apply to final distributors. The obligation,
retained by the German legislator in the
German Energy Industry Act, to periodi-
cally issue invitations to tender for areas of
the concession agreements, has not been
validated and constitutes a risk for the
future.

Under the change to antitrust law planned
by the German legislator in 2007, it will

be incumbent upon mains gas supply
companies in the future to prove that their
prices do not arise from abuse of a leading
market position if their prices deviate from

the norm. Due to the change in antitrust
law, there will also be a risk in the future
of clients taking direct action against price
adjustments under antitrust law.

The risks arising from the outcome of the
class action and the parallel proceedings
for GASAG AG are not yet foreseeable.
The decision of the court of appeal on the
class action concerning the price increase
on October 1, 2005, which has been un-
derway against GASAG AG since summer
2006, is still pending. In favor of 38 (of

41) plaintiffs, the Regional Court of Berlin
ruled in the court of first instance on June
19, 2006 that the gas price increase as

of October 1, 2005 infringed provisions
under the General Terms and Conditions
Act [“Gesetz zur Regelung des Rechts der
Allgemeinen Geschaftsbedingungen™:
AGB-Gesetz] and is thus null and void. The
judgment is not yet final and GASAG AG
has appealed. The test of reasonableness
has not yet been completed, nor the price
finally recognized by disclosure of the price
calculation. GASAG AG believes it is highly
probable that the court of appeal will rule
in favor of GASAG AG.

The Federal Ministry of Economics and
Technology is currently in the process of
presenting the key features of the ordi-
nance for incentive regulation, which, it
is hoped, will help to substantially reduce
network access charges from 2008. The
resulting pressure to reduce costs, which
increases year by year, combined with the



pressure to guarantee an adequate qual-
ity of supply, places high demands on the
GASAG Group’s network operation.

Pursuant to the network charge notice,
BNetzA is of the opinion that the reduc-
tion in the network charges applied for
by NBB applies with retroactive effect to
the date of the application. As a result,
the higher network access charges col-
lected for the period between application
and approval must in the future be offset
in favor of the network users. A ruling of
the Higher Regional Court of Dusseldorf
dated July 21, 2006 judged this opinion
to be incompatible with the new legal
and regulatory framework. Consequently,
BNetzA refrained from offsetting these
additional proceeds. However, it abides
by its interpretation of the law, which
may be clarified in separate proceedings.

The extent to which natural gas will con-
tinue its so far positive development must
be reassessed in view of the German
Federal Government’s integrated, regen-
erative energy and environmental pro-
gram, which is currently being scrutinized
by parliamentary committees.

MARKET RISKS

GASAG AG’s regional environment is
generally characterized by risks relating
to the economy and competition. On
the liberalized market, the gas sector is
increasingly exposed to price and sales
volume risks. The entry of new competi-

tors on the Berlin and Brandenburg gas
market means that gas-to-gas competi-
tion is expected to intensify in the Ber-
lin/Brandenburg area. When customers
switch to competitors, margins suffer; but
if customers remain within the Group’s
supply network, we can continue to
generate network access charges thanks
to the regulated profit share. The adjust-
ment of the necessary processes to the
new market requirements in the areas of
network operation and billing continued
in the fiscal year.

Intensive customer management com-
bined with an attractive price system and
comprehensive sales controlling help to
minimize risks relating to earnings, from
both gas-to-gas competition and compe-
tition with other energy sources, and to
capitalize on opportunities.

The weather-related volume risk in the
gas sector is one of the Company’s core
risks, which the GASAG Group bears it-
self. The possibility of hedging the risk by
using energy and weather derivatives is
continuously reviewed. In this connection,
NBB makes use of the possibility of using
weather-related low volumes as costs in
subsequent years.

In terms of procurement, additional risks
arise from increased energy and raw
materials prices to the extent that they
cannot be passed on to the market.

The GASAG Group counters the ever-
tougher market conditions by implement-
ing active cost management for gas
procurement and continuously improving
its own efficiency. Against the backdrop
of high energy prices, economical heating
and consumption habits have a negative
effect on sales.

FINANCIAL MARKET RISKS

Within the framework of its business ac-
tivities, the GASAG Group is exposed to
a number of risks from financial activities.
The GASAG Group minimizes these risks
by applying a systematic risk manage-
ment process, which is an integral part
of the Treasury business process. The
main components of this process are a
group-wide uniform trading, administra-
tion and monitoring process and uniform
group-wide risk reporting for financial
instruments. The aim of the risk manage-
ment process for financial instruments is
to enable the Group’s entities to identify
and analyze risks in their entirety on a
timely basis and define resulting risk man-
agement mechanisms for the structuring
of Company policy.

Derivative financial instruments are used
to minimize risks from underlyings or
planned underlyings. Valuation units are
recognized for derivative financial instru-
ments and underlyings and continue to
be valued on a net basis.

The fair value of derivative financial
instruments is calculated using the mark-
to-market method. It involves discounting
future cash flows from financial instru-
ments to reflect current market value.
The instruments are discounted over their
remaining term using market interest
rates. This method is used to calculate the
fair value of a financial instrument. The
main parameters of the mark-to-market
valuation are the transaction data for

the financial instrument and the interest
structure in the currency of the transaction.

PRIMARY FINANCIAL INSTRUMENTS
The analysis of risks due to price changes
is conducted by determining the fair value
of a financial instrument using the mark-
to-market method. The market values of
securities classified as non-current assets
are determined on the basis of the stock
market prices and taken into account in
the financial statements.

The minimization of default risks is
controlled using a specific limit system,
which is standardized within the Group.
The creditworthiness of our counterpar-
ties is constantly monitored using, among
other things, the ratings of internation-
ally recognized ratings agencies. Since
we do not conclude offset agreements
with financial business partners, the total
amounts disclosed under assets represent
the maximum default risk.

COMBINED MANAGEMENT

Financial transactions are primarily con-
ducted within the euro zone; we are there-
fore hardly exposed to any currency risks.

Due to conducting a capital market trans-
action for the first time, the Group is sub-
ject to KPI-based obligations. These KPIs
are managed using a uniform group-wide
capital structure management system,
which puts the Group in a position to
ensure that these obligations are met at an
early stage.

DERIVATIVE FINANCIAL INSTRUMENTS
Risks due to price changes arise in con-
nection with the fact that price changes
on the financial markets have a positive

or negative effect on the value of deriva-
tive financial instruments. The analysis of
risks due to price changes is conducted by
determining the fair value of the derivative
financial instrument using the mark-to-
market method.

Within the framework of its operating
activities, the GASAG Group is exposed
to market price changes in connection
with commodities. By concluding a limited
volume of commodity swaps, these risks
are minimized and innovative price offers
are hedged.

The default risk is determined on the basis
of the total number of positive market
values resulting in claims against counter-
parties for the respective financial instru-
ment. It relates to potential asset losses

which may arise in connection with the

non-fulfillment of contractual obligations
by the counterparty. To minimize this risk,
transactions with individual counterparties
may not exceed a certain limit.

OPERATIONAL RISKS

Numerous risks can arise from operating
activities which can have an adverse effect
on the net assets and results of opera-
tions of the GASAG Group. These include
potential technical outages, especially
disruptions to the IT systems, fire, explo-
sions and similar events with the risk of
significant damage, although they are not
very likely to occur. The Group counters
these risks through preventative measures
and cost-effective insurance cover.

The Group’s real estate portfolio still
contains a few former gas works, some
of which show signs of major contamina-
tion. The provisions recognized in prior
years for the property concerned were
retained.

In the technologically complex network
and storage facilities, disruptions to
operations, which cannot be precluded,
can negatively influence the results of
operations of the Group. High secu-

rity of supply and constant availability

of facilities presuppose adherence to
high security standards, regular testing,
maintenance and repair work, systematic
training and development programs for
employees, and suitable insurance cover,
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which also covers terror risks. Qual-

ity management systems designed and
certified in accordance with DIN EN ISO
9001:2000 ensure quality assurance in
both network operations and storage
operations. The technical safety manage-
ment system (TSM), based on DVGW
[“Deutsche Vereinigung des Gas- und
Wasserfaches e.V. — Technisch-wissen-
schaftlicher Verein”: German Technical
and Scientific Association for Gas and
Water] worksheet G1000, is an integral
part of the quality management system
in network operations.

The GASAG Group is hedging the risks
associated with the anticipated doubling
of world power requirements in the next
few decades with a diversified structure
of upstream suppliers and contracts with
varying conditions and terms. Contracts
with upstream suppliers provide for

the storage of natural gas, as does the
natural gas storage facility in the city of
Berlin, which was set up to accommodate
customer demand in the generally more
expensive winter months; contracts are
also in place to avert potential short-
term shortages in supplies from upstream
suppliers.

The GASAG Group’s operational and
strategic activities are largely supported
by the use of complex information tech-
nology. Qualified, specialist expertise and
various technological security measures
ensure the constant operating ability and

optimization of the IT systems. GASAG
guards against risks relating to unauthor-
ized access, misuse and loss of data by
way of numerous technical and organiza-
tional countermeasures.

In order to reduce the risk of default,

a credit-standing-based receivables
management system was implemented at
GASAG in fiscal year 2007. The GASAG
Group is not exposed to any major credit
risk beyond that of the normal scope of
business.

Qualified employees are crucial to the
achievement of the GASAG Group’s
ambitious growth targets, but the
Group must compete with many other
companies to recruit and retain them.
The attractiveness of GASAG as an
employer manifests itself in the form of
individualized training and development
programs, performance-based remunera-
tion systems, and advancement of junior
management staff.

OVERALL RISK

As of the end of 2007, risk inventories
based on business plans were available
for all entities included in the consoli-
dated financial statements, including net
losses and probability of occurrence.

The described risks could potentially

lead to a significant deterioration in the
GASAG Group’s net assets, financial posi-
tion and results of operations. Compared

to the prior year, the GASAG Group’s risk
situation intensified in terms of the legal
and political framework and market risks.
With a healthy equity base and positive
liquidity, there are no risks at present,
based on all known information, which
pose a risk to the Group’s ability to con-
tinue as a going concern.

FORECAST FOR THE GASAG GROUP
With its environmentally friendly natural
gas product, the GASAG GROUP has a
competitive primary energy source. Tak-
ing into account forecasts for average
long-term temperature development,
expected gas sales volumes in the distri-
bution regions of GASAG AG and EMB
are set to continue on their high level.

In view of the current debates on climate
and energy policy, natural gas will con-
tinue to gain significance over the next
few years.

The new Ordinance on Energy-Saving
Insulation and Energy-Saving Installations
in Buildings (German Energy Conservation
Regulation [“Energieeinsparverordnung”:
EnEV]) came into force on October 1,
2007, pushing the modernization of heat-
ing systems even more into the spotlight.
The aim is to actively cultivate the market
to win customers through the conversion
of old heating systems. The EU thresholds
for particulate matter emissions, which
have now come into force, will provide
further impetus for the natural gas vehi-
cle project.

Natural gas is also the number one pre-

ferred energy source in the new building
sector, which will also help to boost the

positive development of gas sales.

All'in all, it is estimated that planned
future growth will more than offset the
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forecast losses from gas-to-gas competi-
tion and energy savings.

Besides the ongoing expansion of core
business, our focus in 2008/2009 will be
on boosting service efficiency and quality
within the GASAG Group, as well as on
the acquired equity investments. In this
connection, new fields of business in the
service segment are to be opened up and
established. The acquisition of NGT laid
the best possible foundation for growth
in these fields, especially in contracting
and technical services.

The acquisition of the shares in SpreeGas
will allow the GASAG Group to grow

in line with its strategy in the areas of
final distribution and onward supply,

thus strengthening the Group’s competi-
tive stance in the south of the State of
Brandenburg and in Saxony. GASAG
intends to increase its share in SpreeGas
in 2008 from some 18% to more than
41%. To this end, the SpreeGas shares
held by Saar Ferngas will be acquired. The
transaction has already been approved by
SpreeGas’s shareholder meeting.

For the GASAG Group, continued support
for the development of EMB as the larg-
est of GASAG AG'’s equity investments

is of crucial importance. The Group aims
to both win customers in its established
supply areas and achieve further growth
through the acquisition of additional
equity investments.

INNOVATION AND GROWTH

Once the process of planning the indi-
vidually investigated growth options is
complete, the options that were given a
green light are to be implemented.

Also, all action is to be taken to ensure that
the procurement structures in the Group
can be optimized from gas year 2008/2009
and that trading activities can begin within
the parameters of the risk guidelines.

Once the sales activities in Kiel have been
evaluated, an acquisition strategy is to be
developed for a regional sales approach
to substantially expand the market.

In addition to the construction and com-
missioning of the first biogas plant in
Rathenow, the plan is now to push ahead
with the next biogas projects. The con-
struction of 14 plants is planned in total.

The evaluation of the results of the field
test for WhisperGen units (small units for
combined power and heat generation),
which will run until the end of 2008, and
the feasibility analysis, will conclude the
investigations on the new application
technologies.

The development of a new metering
technology and the central systems which
will communicate with these meters is
progressing steadily. The resulting meas-
uring system technology is scheduled to
be piloted at the start of 2009.



NBB will engage in intensive sales activi-
ties to provide network services to third
parties and at the same time identify and
pursue opportunities of purchasing net-
works and operating in cooperation with
public utilities.

FUTURE SALES AND TRANSPORT
Assuming average long-term temperature
trends are correct, we expect rising sales
of natural gas as an energy source in fis-
cal year 2008. Growth in gas sales is ex-
pected to be generated in 2008 through
the new customers gained on export
markets and from development meas-
ures. This should compensate for the fall
in gas sales in the Berlin and Brandenburg
area due to the active participation in
gas-to-gas competition.

FUTURE DEVELOPMENT OF REVENUE
AND EARNINGS

With the trend towards slightly rising end
customer prices and rising sales volumes,
revenue is expected to increase in fiscal
years 2008 and 2009.

The result from operating activities in the
GASAG Group is set to grow slightly year
on year due to growth activities and the

continuation of the cost-cutting program.

Due to higher gas procurement costs, the
GASAG Group adjusted its natural gas
prices as of January 1, 2008.

PERSONNEL

Headcount in core business is expected
to fall further by 2009, largely as a
result of the existing phased retirement
arrangements.

The GASAG Group will only be able
to continue its strategic growth with
qualified personnel.

EXPECTED INVESTMENTS

Further investments will be made in the
gas network in Berlin and Brandenburg
in the next two fiscal years. GASAG AG
therefore expects to invest EUR 42m in
substitution and approx. EUR 18m in
expansion activities by 2009. EMB plans
to invest approx. EUR 10m in substitu-
tion and approx. EUR 11m in expansion
activities.

STORAGE UTILIZATION

GASAG plans to sink two wells at the
natural gas storage facility in 2008, with
the aim of optimizing its efficiency.

Furthermore, there are plans to perform
a 3D surface seismic study covering ap-
prox. 40 km?2 of the natural gas storage
facility in Berlin in 2008. The findings of
this study will be integrated in a three-
dimensional, digital geomodel, which can
be used to help produce more reliable
forecasts of the fill level of the natural
gas storage facility as well as injection
and withdrawal behavior.

GASAG AG - OUTLOOK

GASAG AG is holding its own well in

the gas-to-gas competition on the Berlin
heating market and is adapting to the
new market conditions. As market leader,
it is going to maintain its high-level of
customer acquisition activities.

The forecast for GASAG AG'’s gas sales
over the next few years predicts a rising
trend. This will partly be the result of ac-
tive customer acquisition for the conver-
sion of heating systems to natural gas in
Berlin. Also, the adaptation to the new
market conditions confirms that GASAG
AG, with its competitive product and
pricing policy, is more than a match for
the competition, even beyond the domes-
tic market.

GASAG AG will carry on with the activities
it commenced in 2007 beyond its current
market area, pursuing its active growth
strategy Germany-wide with the Barengas
product. Activities on the export market
will also help to boost gas sales.

In order to place itself in the best pos-
sible position for new customers, in

2007, GASAG AG developed a new sales
structure for private customers and key ac-
counts, which will be implemented at the
start of 2008. The new structure will bring
customer segmentation and approaches
to customer service firmly in line with cus-
tomer needs and earnings potential.

Due to the oil price trend and the result-

ing increases in gas procurement costs,
it was necessary to raise the published
prices as of January 1, 2008.

In view of the forecast growth in the
volume of gas sales combined with a
gradual upward trend in end customer
prices, and growth from new fields of
business, including services, revenue is
expected to increase in 2008 and 2009.
At the same time, growth options lead
to rising operating expenses, such that
the profit for 2008 and 2009 will only be
slightly higher than for 2007.

DECLARATION PURSUANT TO SEC.
312 (3) AKTG

In accordance with Sec. 312 AktG
[“Aktiengesetz”: German Stock Corpora-
tion Act], the board of management of
GASAG Berliner Gaswerke Aktiengesell-
schaft has prepared a report for fiscal year
2007 about the Company’s relationships
with affiliated companies. The report
ended with the following explanation:

“GASAG Berliner Gaswerke Aktiengesell-
schaft received appropriate consideration
for all legal transactions in the report on
the relationships with affiliated compa-
nies, taking into consideration the circum-
stances which were known at the time of
concluding the legal transactions.

No action was taken in the reporting year
which would have to be reported.”
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Overdue, unimpaired trade
receivables break down as follows:

THEREOF NEITHER

THEREOF NOT IMPAIRED, BUT OVERDUE BY:

IMPAIRED NOR
OVERDUE AS
CARRYING OF THE LESS BETWEEN BETWEEN BETWEEN MORE
AMOUNT BALANCE THAN 30 AND 60 60 AND 120 120 AND 360 THAN
SHEET DATE 30 DAYS DAYS DAYS DAYS 360 DAYS
EUR k EUR k EUR k EUR k EUR k EUR k EUR k
Trade receivables as of
Dec. 31, 2007 143,988 125,631 9,966 1,380 924 3,670 2,417
Trade receivables as of
Dec. 31, 2006 106,956 84,363 10,659 3,535 639 3,056 4,704

Billed trade receivables generally fall due
within 16 days.

With regard to trade receivables that have
neither been impaired nor defaulted on,

there were no indications as of the
balance sheet date that the debtors
will be unable to meet their payment
obligations.

Bad debt allowances on trade receivables
developed as follows:

2007 2006

EUR k EUR k
Bad debt allowances
As of Jan. 1 12,291 14,009
Allocations (expenses for bad debt allowances) 1,409 645
Utilization 644 475
Reversal 1,059 1,897
As of Dec. 31 11,997 12,282

The total amount of the allocations of EUR
1,409k (prior year: EUR 645k) comprises
allocations due to specific bad debt allow-
ances of EUR 1,407k (prior year: EUR 486k)
and flat-rate specific bad debt allowances
of EUR 2k (prior year: EUR 159k). Revers-
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als include reversals of specific bad debt
allowances of EUR 204k (prior year: EUR
224k) and of flat-rate specific bad debt
allowances of EUR 855k (prior year: EUR
1,673Kk).

The following table shows expenses for
the complete derecognition of trade

receivables and income from the receipt

of payments on trade receivables
derecognized in the prior year:

2007 2006
EUR k EUR k
Expenses for the complete derecognition of receivables 5,691 8,483
Income from the receipt of payments on receivables derecognized in the prior year 631 887
All expenses and income relating to bad In fiscal year 2007, interest income
debt allowances and the derecognition of EUR 331k (prior year: EUR 333k) on
of trade receivables are disclosed under derecognized or impaired receivables
other operating expenses and other was recognized.
operating income.
(20) CASH AND CASH EQUIVALENTS DEC. 31, 2007 DEC. 31, 2006
EUR k EUR k
Checks 817 819
Cash on hand 42 50
Bank balances 5,793 4190
Short-term deposits 21,073 25,218
27,725 30,277

(21) NON-CURRENT ASSETS

HELD FOR SALE

The shares in ESW (51.00%) purchased
effective as of January 1, 2006 are to
enable a gradual asset exchange for
shares in SpreeGas GmbH (41.538%).
Initially, 20.00% of the shares in ESW
were exchanged for 18.0213% of the
shares in SpreeGas in 2006. 41% of the

shares in ESW were disclosed under cur-
rent assets as the German Cartel Office
had only been notified of 10%. For the
remaining 10%, a liability to Saar Ferngas
GmbH was disclosed ((26) Trade and
Other Payables). The exchange transaction
will be completed by December 31, 2008.
Due to contractual constraints, GASAG
AG does not have significant influence.



(22) EQUITY
The statement of changes in equity

shows the breakdown and development
of equity and minority interests.

SUBSCRIBED CAPITAL

Subscribed capital is divided into
8,100,000 no-par bearer shares with

a notional value of EUR 51.00. All
shares have been issued and fully paid
in. Subscribed capital has not changed
since December 31, 2006 and amounts
to EUR 413,100k.

SHARE PREMIUM

The share premium relates exclusively to
premiums pursuant to Sec. 272 (2) No.

1 HGB. Pursuant to Sec. 150 (2) AktG,
10% of GASAG AG’s capital stock may
not be distributed from the legal reserve
(restricted use). The remaining amount
of EUR 1,151k may only be used for the
purposes specified in Sec. 150 (4) AktG.

RESERVE FOR UNREALIZED GAINS

OR LOSSES

These reserves include unrealized gains
and losses from the measurement

of available-for-sale securities and fair
value hedges.

RETAINED EARNINGS

Retained earnings include the profit for
the period, the reserve from the first-time
application of IFRSs and undistributed
profits from prior years. The reserves for
the first-time application of IFRSs come
to EUR 90,843k.

MINORITY INTERESTS

Minority interests represent third party
shareholdings in group entities. As of
December 31, 2007, they amounted to
EUR 31,729k (prior year: EUR 31,605k)
and related to the minority interests held
by EMB Erdgas Mark Brandenburg GmbH
and NBB Netzgesellschaft Berlin-Branden-
burg mbH & Co. KG.

(23) DEFERRED INCOME
Deferred income developed as follows
in fiscal years 2006 and 2007:

JAN. 1, 2006 ALLOCATIONS REVERSALS RECLASSIFICATIONS DEC. 31, 2006
EUR k EUR k EUR k EUR k EUR k
Government grants 3,525 0 188 0 3,337
Investment grants 3,525 0 188 0 3,337
thereof short-term (< 1 year) 107
Grants from third parties 198,647 7,272 6,176 0 199,743
Building cost contributions/investment grants 197,332 7,229 6,074 0 198,487
(pursuant to NDAV and concession agreements)
thereof short-term (< 1 year) 6,090
Other investment grants 1,315 43 102 0 1,256
thereof short-term (< 1 year) 82
Total 202,172 7,272 6,364 0 203,080
thereof short-term (< 1 year) 6,279
thereof long-term (> 1 year) 196,801
JAN. 1, 2007 ALLOCATIONS REVERSALS  RECLASSIFICATIONS DEC. 31, 2007
EURk EURk EUR k EUR k EURk
Government grants 3,337 0 107 -135 3,095
Investment grants 3,337 0 107 -135 3,095
thereof short-term (< 1 year) 106
Grants from third parties 199,743 8,068 6,193 135 201,753
Building cost contributions/investment grants 198,487 7,985 6,069 0 200,403
(pursuant to NDAV and concession agreements)
thereof short-term (< 1 year) 6,047
Other investment grants 1,256 83 124 135 1,350
thereof short-term (< 1 year) 91
Total 203,080 8,068 6,300 0 204,848
thereof short-term (< 1 year) 6,244
thereof long-term (> 1 year) 198,604

In the fiscal year and in the prior year,
due to current legislation, the GASAG
Group was not able to apply for any
investment grants under the German
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Investment Grant Act [“Investitionszu-
lagengesetz™: InvZulG]. The investments
grants available are from prior years.

The building cost contributions and
investment grants are principally paid to
finance investments in the distribution
facilities, with the GASAG Group retain-
ing ownership of the subsidized assets.




(24) PROVISIONS DEC. 31, 2007 DEC. 31, 2006 The actuarial calculations of the benefit obligations
EUR k EUR k and the expenses for the period were based on the
Non-current provisions following average parameters:
Provisions for defined benefit plans 33,023 36,179 2007 2006
Other provisions 133,964 139,699 Interest rate 5.5% 4.5%
166,987 175,878 Average future salary increases 2.0% 3.0%
Current provisions Average future pension increases 1.0% 1.0%
Provisions for defined benefit plans 4,040 3,593 Average expected turnover 0.0% 0.0%
Other provisions 30,885 41,238
34,925 44,831 The plan assets are insurance policies

used to cover benefits.
PROVISIONS FOR DEFINED made. The employees’ claims are directed  (from direct commitments) and indirect DEFINED BENEFIT PLANS DEC. 31, 2007 DEC. 31, 2006
BENEFIT PLANS towards the VBL and not the Company. retirement benefit obligations (through EUR k EUR k
The GASAG Group has both defined However, the Company has secondary external carriers) exist. These obligations Total defined benefit plans (netted) 37,063 39,772
benefit and defined contribution retire- liability. A provision for this liability is rec- are mainly provision-financed, such that Defined benefit plans excl. plan assets 35,488 35,546
ment benefit obligations. The obligations ognized when the assets of the VBL are the obligations from current retirement Defined benefit plans incl. plan assets 1,575 4,226
are primarily measured on the basis of insufficient to cover the obligations. The benefits and claims to future pensions are fair value of plan assets (7,186) (5,450)
the length of service and the remunera- fund assets attributable to the beneficiar-  covered by the provisions recognized in
tion of the employees. ies who can be allocated to the Company  the balance sheet. The future obligations The net value of amounts recognized

have to be used for measurement. No are measured using actuarial principles for claims to defined benefits is calculated

For defined contribution plans, the Com- information could be obtained from the and by cautiously estimating the relevant as follows: DEC. 31, 2007 DEC. 31, 2006
pany does not enter into any obligations VBL in this regard. As there is not enough  impacting factors. EUR k EUR k
other than paying contributions to the information available to account for the Present value of the obligations 40,573 46,783
benefit plan. The expenses are disclosed VBL as a defined benefit plan, these ben- Fair value of the plan assets 7,186 5,450
under personnel expenses. Contributions efits are treated as a defined contribution Unrecognized actuarial losses (-)/gains (+) 3,676 -1,561
of EUR 2,590k (prior year: EUR 2,348Kk) benefit plan. A provision was recognized Net liability 37,063 39,772
were made in the fiscal year and allo- for the restructuring contributions to the
cated to reporting periods. VBL (see Other Personnel Provisions). The present value of the defined benefit

obligation developed as follows: 2007 2006
According to IAS 19, the employees’ Provisions are recognized for defined EUR k EUR k
company pension scheme under the VBL benefit plans in accordance with the Defined benefit obligation as of Jan. 1 46,783 51,087
should be treated as a defined benefit existing retirement benefit obligations Service cost 876 1,103
multi-employer plan, since the employees  for claims to future and current benefits Interest expenses 2,085 2,030
are legally entitled to statutory payments,  for current and former employees and Payments made -3,808 -3,991
regardless of the contributions actually their surviving dependents. Both direct Changes to the consolidated group 537 0

Actuarial losses (+)/gains (-) -5,900 -3,446

Defined benefit obligation as of Dec. 31 40,573 46,783
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The fair value of the plan assets from
external pension plans developed as follows:

2007 2006

EURk EUR k
Plan assets as of Jan. 1 5,450 1,910
Expected return on plan assets 218 95
Payments made 328 3
Employer*s contributions 2,253 3,730
Actuarial gains (+)/losses (-) -407 -282
Plan assets as of Dec. 31 (fair value) 7,186 5,450

OTHER PROVISIONS

The expected return on plan assets is 4%
(prior year: 4%). In 2007, the actual return
was EUR 189k (prior year: -EUR 187k).

35% of the plan assets (excluding German

fund assets from external welfare funds
(prior year: 43%) and 65% employer’s
pension liability insurance (prior year:
57%). EUR 1,195k is expected to be paid

The pension expense for defined benefit
obligations breaks down as follows:

endowment insurance policies) comprises into the plan assets in 2008.

2007 2006
EUR k EUR k
Service cost 876 1,103
Interest expense 2,085 2,030
Expected return on plan assets 218 95
Adjustment due to recognized past service cost 0 0
Adjustment due to recognized actuarial losses/gains 0 0
Total 2,743 3,038
thereof disclosed under personnel expenses: 876 1,103
disclosed under finance costs: 1,867 1,935

The figures for the current and previous

three periods are as follows:

DEC. 31, 2007 DEC. 31, 2006 DEC. 31, 2005 DEC. 31, 2004
EUR k EUR k EUR k EUR k
Present value of the defined benefit obligations 40,573 46,783 51,087 48,088
Fair value of the plan assets 7,186 5,450 1,910 823
Plan surplus/deficit -33,387 -41,333 -49,177 -47,265
Experience adjustments on plan liabilities -1,612 1,377 -1,528 -1,219
Experience adjustments on plan assets -678 -262 318 0

THEREOF, THEREOF,
DEC. 31, 2007 RESIDUAL TERM OF ~ DEC. 31, 2006 RESIDUAL TERM OF
STATEMENT OF MATURITIES TOTAL <1YEAR >1YEAR TOTAL <1YEAR >1YEAR
EUR k EUR K EUR k EUR k EUR k EUR K
Other personnel provisions 59,728 3,956 55,772 70,930 8,254 62,676
Provisions for soil cleaning 17,808 5,678 12,130 17,624 1,798 15,826
Provision for major repairs and restoration 7,589 1,431 6,158 7,339 1,014 6,325
Provisions for compensation for
easements pursuant to Sec. 9 GBBerG 73,191 15,247 57,944 73,876 21,330 52,546
Other provisions 6,533 4,573 1,960 11,168 8,842 2,326
164,849 30,885 133,964 180,937 41,238 139,699
STATEMENT OF PROVISIONS
JAN. 1, 2007 WITH- REVERSAL ALLOCATION UNWINDING CHANGES RECLAS- DEC. 31, 2007
DRAWAL OF THE TO THE SIFICATIONS,
DISCOUNT CONSOLI- NET
FOR CHANGES DATED
IN INTEREST GROUP
RATES
EURK EURk EURk EURk EURk EURk EURk EURk
Other personnel provisions 70,930 11,565 267 7,653 -75 0 -6,948 59,728
Provisions for soil cleaning 17,624 19 96 0 299 0 0 17,808
Provisions for major repairs
and restoration 7,339 0 0 141 109 0 0 7,589
Provisions for compensation for
easements pursuant to Sec. 9 GBBerG 73,876 825 0 0 140 0 0 73,191
Other provisions 11,168 8,685 591 4,376 93 72 100 6,533
180,937 21,094 954 12,170 566 72 -6,848 164,849

OTHER PERSONNEL PROVISIONS
Personnel provisions of EUR 59,728k (prior
year: EUR 70,930k) primarily relate to
obligations to pay restructuring contri-
butions to the VBL. These restructuring
contributions cover the additional cash
requirement, beyond the proceeds from
the general contribution rate and finance
claims arising prior to January 1, 2002 for
additional old-age and survivors’ pensions.
The calculation used to determine the
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restructuring contribution places consider-
able emphasis on the ratio between the
participant’s expenses for the supple-
mentary pension scheme and its pension
obligations. According to a cautious esti-
mate on the outcome of the declaration
procedure by GASAG, a favorable decision
is expected for recognition as a hardship
case based on the implementation regula-
tions in Article 65 (5a) of VBL's articles of
incorporation. This was factored into the

calculation of the provision. The obliga-
tion to pay restructuring contributions to
the VBL is recognized at present value.
The provisions were measured assum-

ing an interest rate of 5.5% (prior year:
4.5%) and a term of 24 years (prior year:
25 years). However, the expense may be
over- or underestimated due to insufficient
or inaccurate information, which may lead
to significant adjustments to the personnel
provisions.



Furthermore, there are obligations under
phased retirement arrangements, which are
measured on the basis of actuarial reports.

The parameters used for measuring
these obligations are as follows:

2007 2006
Interest rate 4.9% 4.75%
Average future salary increase 2.0% 3.0%
Average future pension increase 1.0% 1.0%
Average anticipated turnover 0.0% 0.0%

The expenses arising from phased retire-
ment obligations are disclosed under the
operating result and interest expenses
from the unwinding of the discount for
provisions under finance costs. The provi-
sions for phased retirement arrangements
generally have terms of up to five years.

In order to protect claims arising from
phased retirement arrangements pursu-
ant to Sec. 8a AItTZG [“Altersteilzeit-
gesetz””: German Phased Retirement Act]
against insolvency, GASAG Treuhand e.V.
was established in fiscal year 2007. The
funds of EUR 33,522k transferred to the
trustee must be managed by him with a
view to the maintenance of capital, and
may only and irrevocably be used in the
future to meet the relevant obligations.
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The trust assets that relate to the de-
ferred performance part of the phased
retirement obligations constitute the plan
assets pursuant to IAS 19.128. The obliga-
tions are netted with the fair value of the
plan assets (EUR 7,948k).

PROVISIONS FOR SOIL CLEANING

The provisions for cleaning contaminated
land of EUR 17,808k (prior year: EUR
17,624k) are largely due to statutory
environmental protection obligations. The
amount of the obligation depends on the
level of contamination. The anticipated
costs are determined on the basis of
external appraisals and internal estimates.
However, the expense may be over- or
underestimated due to insufficient or in-
accurate information, which may lead to
significant adjustments to the provisions
for soil cleaning. There have been no
significant differences to date between
estimates of the amount of the obligation
and the actual expense. Based on current
information, the obligations have terms
of up to six years (prior year: seven years).

The changes in the interest rate and term
of the obligations led to an adjustment
of the present value of the provisions

of -EUR 370k (prior year: -EUR 817k),
without an effect on income, in accord-
ance with IFRIC 1. Furthermore,

EUR 96k of the provisions for soil
cleaning was reversed without an

effect on income (IFRIC 1).

PROVISIONS FOR MAJOR REPAIRS AND
RESTORATION

Provisions for major repairs and restora-
tion of facilities of EUR 7,589k (prior year:
EUR 7,339k) are mainly recognized due
to public obligations. The obligations
under the German Protection of Monu-
ments Act [“Denkmalschutzgesetz™:
DSchG] have a term of up to four years
(prior year: five years), according to our
information.

Furthermore, there is an obligation to
restore the natural gas storage facility in
Berlin. In 20086, the restoration costs were
measured as part of an external appraisal.
The amount of the obligation is based

on the anticipated full costs taking into
account past experience. The term of the
obligation is measured against the normal
useful life of the natural gas storage
facility.

The changes in the interest rates and
term of the obligations led to an adjust-
ment of the present value of the provi-
sions for major repairs and restoration
of -EUR 235k (prior year: EUR 1,424Kk),
EUR 124k thereof without an effect on
income pursuant to IFRIC 1 (prior year:
EUR 421k).

With reference to the amount of the obli-
gation and the term of the provisions for
major repairs and restoration of facilities,
there are uncertainties which could result
in the need for significant adjustments to
provisions.

PROVISIONS FOR COMPENSATION

FOR EASEMENTS PURSUANT TO

SEC. 9 GBBERG

Under Sec. 9 GBBerG, GASAG AG and
EMB have obligations to pay compen-
sation of EUR 73,191k (prior year: EUR
73,876Kk) to the owners for the creation
of the easements in gross. According to
current information, the majority of the
compensation must be paid within the
next five years (prior year: five years). Due
to the change in the forecast term and
interest rate, the provision was reduced
by EUR 3,097k in 2007 (prior year: EUR
6,384k) pursuant to IFRIC 1. Over the
next few fiscal years, more significant
adjustments to present values may arise
in the course of the project for the pro-
cedure of creating and compensating real
property rights.





