SVENSKA KRAFTNAT
ANNUAL REPORT

JANUARY-DECEMBER
2010:

NET INCOME FOR THE
YEAR AMOUNTED TO SEK
773 MILLION
TRANSMISSION ON
THE NATIONAL GRID
INCREASED BY 6%
SOMEWHAT LOWER RATE
OF INVESTMENT IN 2010
THAN IN 2009, SEK 1,276

MILLION

THE GROUP'S REVENUES
INCREASED BY SOME 50%
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01. DIRECTOR GENERALS

STATEMENT

During 2010 Svenska Kraftnat has, in a very
tangible way, continued its transformation
from yesterday's administrative government
agency to tomorrow's proactive network
builder -theinvestorwhosetaskitistoensure
thatthe Government's climate and energy pol-
icies can be putinto practice.

Much of our focus has been placed on cre-
ating order and method, and establishing a
satisfactory structure in our various pro-
cesses. This includes planning, risk evalua-
tion and follow-up, project management and
environmental certification. Doing things cor-
rectly is no longer enough. We now also have
to do the right things!

This all entails the organisation growing.
We took on almost 60 new employees during
2010. An important task has therefore been to
broadly discuss and gain support for a set of
fundamental values and crystallise our four
value words; Development - Responsibility -
Efficiency - Clarity .

NIMBY - NOT IN MY BACK YARD

Itis not the expansion of wind farms and bio-
fuel plants that will set the limit for how much
renewable electricity generation we will be
capable of introducing into the Swedish elec-
tricity system over the next ten or twenty
years. No, it is the expansion of transmission
capacity,i.e. the electricity networks that will
be the principal limiting factor. However,
there is still limited realisation of this funda-
mental fact - both in the energy industry and
the political world.

Svenska Kraftndt's NIMBY problems are
alsogoingtobecomeincreasingly evident. Eve-
ryone accepts the climate policy, but nobody
wants to have the powerlines thatare a prereq-
uisite for connecting the new electricity pro-
duction to the grid.

Securinglocal networks’ against storms by
cabling old overhead lines also contributes to
unrealistic expectations on Svenska Kraftnat.

Forthefactisthatconvertingtocablesisrarely
possibleinthe national grid. At ourvoltage lev-
els itis almost without exception AC overhead
lines that are required - and not just for eco-
nomic reasons, but also to a large degree for
technical and reliability reasons.

TWO EXAMPLES

We are currently building a new 400 kV link
between Stenkullen and Lindome. Itis of great
importanceinensuringthatthelightsstayonin
Goteborg and furthermore, has for some years
beenan explicitly Swedish undertakinginrela-
tion to the EU. And yet it was only just before
Christmas Eve that we were granted the con-
cession that we applied forin 2004.

Inanother matter we are waiting for a deci-
sion on an application that was made in 2001
and where the processing periodis now enter-
ing its tenth (1) year. And the application does
not even concern a new line, but rather a
renewal of aconcession foraline thathasbeen
there for nearly 50 years...

A FUNCTIONING ELECTRICITY MARKET

The electricity market was subject to severe
criticism last winter. However, conspicuously
oftenthe criticismwas unreliable. Itis not sur-
prising that pricesincrease when supplyis low
(malfunctioning nuclear power plants) and
demand is high [itis cold).

Nord Pool Spot most certainlyisn'ta»phony
exchange«, a claim that has been made from
some quarters, but the best functioning and
most transparent marketplace for trading
electricityintheworld. It might be the case that
with its marginal cost pricing the electricity
market is not the world's most easy to under-
stand. Butitistragic when so many people who
should know better choose to attack the mar-
ketplace.

Itis not the fault of the electricity exchange
that some basic industries are now regretting
selling off their own electricity production in

connection with deregulation 15 years ago.
Industrial actors should instead use the sub-
stantial opportunities offered by the electricity
market. The truth is that last winter's price
spikes can largely be explained by the lack of
price elasticity on the demand side.

Many industries have agreements with
ample potential to decrease production during
shortages and sell electricity back to the
exchange ata good profit.

Households - as of yet- do not have the
same opportunities. For them, turning down
theirelectricheatingdoesn'thelpmuchandrun-
ning their washing machine at night not at all.

BIDDING AREAS

My most important decision last year was to
divide Sweden into four electricity areas from
1November2011. Theactors, headed by thetrade
association Swedenergy, were initially highly
sceptical, if notto say outright negative. This atti-
tude has subsequently gradually changed.
I heartily welcome the change in attitude.

In purely logical terms the division into bid-
ding areas entails a development of the Nordic
market model, which is based on market divi-
sion. The boundaries of the areas should follow
the constraintareasthat define thelimitationsin
transmission capacity, and not just, as has been
the case up to now, national borders. The new
arrangementalso putsadditional pressureonus
at Svenska Kraftnat, as it will become clearer
which bottlenecks are having a negative effecton
the market.

At the same time it is not a state secret that
whatfinallytriggeredthe decisionwasaninsight
that the previous arrangement for handling
internallimitationsintransmission capacitywas
not compatible with the EU's competition rules.
The objectionsthat can stillsometimesbe heard
againstthe biddingareasdonotthereforeappear
to be particularly well-informed. The fact is that
there is no real alternative to the division into
bidding areas, and there never has been.

THE FUTURE

In December we signed the contract for cables
and converter stations for the next foreign link -
NordBalt between Sweden and the Baltic States
(Lithuania). However, further links to the conti-
nentwillalsobeonthecards-notleasttolinkup
Nordic hydroelectric power with continental
thermal power.

We must also simultaneously ensure thatwe
strengthen our domestic electricity transmis-
sion network sothat new foreignlinks do notlead
toanincreaseinthe electricity pricein Southern
Sweden. Andintermsofinternational collabora-
tions, we also need to ensure that sufficient
investmentsare madein Germanythat the power
is not locked in but can be transported further
south.

PERSPECTIVE PLAN 2025

In the light of this it is important that Svenska
Kraftnat clearly sets outits assessments for the
world atlarge and the various actors in the mar-
ket. What investments can be anticipated from
Svenska Kraftnét's side? And when will they be
implemented? The market's desire to have
answerstosuchquestions seems highly reason-
able. Hopefully answers will be providedin Per-
spective Plan 2025. This is the working title for
the long-term network planning that Svenska
Kraftnat is now initiating and that we will com-
plete during 2011-2012.

With a surplus of three quarters of a billion
Swedish kronor, Svenska Kraftndthasamply met

the Government'syield requirement.

Stockholm,
February 2011

MIKAEL ODENBERG
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02.THIS IS SVENSKA

KRAFTNAT

Svenska Kraftnatis a state-owned public util-
ity with the task of administering Sweden's
national grid for electric power. The national
grid comprises power lines for 400 kV and
220 kV with stations and foreign links. We are
also asystem operator for electricity and nat-
ural gas and the authority responsible for
Swedish contingency planning in relation to
electricityand coordinating the country’s dam
safety. Svenska Kraftnat develops the national
grid and the electricity market in order to
meet society's need forasecure, environmen-
tally-friendly and economic electricity sup-
ply. We thereby also have animportant role to
playin climate policy.

Atthe end of 2010 the utility had 374 perma-
nently employees, the majority of whom work
at the head office in Sundbyberg. There are
also offices in Sundsvall, Halmstad and Sol-
lefted. A further couple of hundred people are
employed as contractors for maintenance of
the national grid throughout the country. Dur-
ing 2010 turnover amounted to SEK 10,547 mil-
lion.

Svenska Kraftnat has three subsidiaries and
five associated companies, among which is
Nord Pool, the Nordic electricity exchange.
Svenska Kraftnat's Board of Directors and
Director Generalare appointed by the Govern-
ment. Svenska Kraftndt is organised in nine
departments. In addition there are six coun-
cils for cooperation with various interests.
More information is available on the website,
www.svk.se

OUR MISSION

> To provide transmission of power on the
national grid in compliance with security,
efficiency and environmental require-
ments.

> Toperform the role of system operator for
electricity and natural gas cost-efficiently.

> Topromote an open Swedish, Nordic and
European market for electricity and natu-
ral gas.

> Toensure arobust nationwide supply of
electricity.




03. VISION AND VALUES

»A leading role for a secure and sustainable
energy supply«

Thisis Svenska Kraftnat's vision. It expresses
our ambition to occupy a leading role in the
energy sector - regardless of whether it con-
cerns establishing a high level of reliability, a
better functioning electricity market or build-
ing networks and creating the conditions to
realize the Swedish Parliament’'s ambitionsin
terms of energy and climate policies. We will
provide a national grid that is reliable and
ensures personal safety. We will work to pro-
vide environmentally compatible and sustain-
able solutions for Sweden's energy supply.
During the past year all employees have
been engaged in the work of articulating this
vision and shared fundamental values.
Svenska Kraftndt's fundamental values
reflectthevaluesthatshould characterise the
utility and that we wish to represent. The four
value words are:
> Development
> Responsibility
> Efficiency
> Clarity

DEVELOPMENT
Thedramaticallyincreasedrate ofinvestment
means that Svenska Kraftnat is facing new
challenges. We need to develop, renew and
expand the national grid. We must handle new
technical solutions in everything from cables
towind powerand IT systems. We must main-
taina highlevel of expertise and play an active
roleinthe European collaboration. Toachieve
this we must be development-oriented. We
must be curious, proactive and willing to
change.

RESPONSIBILITY

Svenska Kraftnat has a clear social responsi-
bility, both in pursuing our missions and as a
government agency. This includes responsi-
bility for socially important infrastructure,
but also responsibility for ensuring that Swe-
den is able to fulfil its ambitions and under-
takings in relation to environmental and cli-
mate policies. It is through each employee
taking personal responsibility that Svenska
Kraftnatis able to fulfil its social responsibil-
ity. Responsibility is also an important aspect
of Svenska Kraftnat's role as an employer.

EFFICIENCY

Svenska Kraftnat must operate efficientlyand
do so with satisfactory cost control. The rap-
idly increasing rate of investment underlines
the requirement for efficiency. We should not
simply do things correctly, we must also do
the right things. Good planning, clear work
processes and a well-adapted organisation
are preconditions foraccomplishing the tasks.

CLARITY

Svenska Kraftnat must talk in plain language
when addressing the public, interest organi-
sations, the electricity industry and the Gov-
ernment. We must treat the public, custom-
ers, stakeholders and the media in a factual
and objective manner. We must be both trans-
parentandaccessible. We must be clearinour
communication and in our messages - both
internally and externally. A clear and sensi-
tive leadership, straight communication and
clear positions must be our signature.

04. SVENSKA KRAFTNAT'S

STAKEHOLDERS

Svenska Kraftndt was set up in 1992. We
administer and develop Sweden's national
grid for electric power - the Swedish electric-
ity system’'s "motorways”. We also ensure that
there is a balance between electricity feeded
into and withdrawn from the system at any
moment in time. This and other parts of our
operation affect large numbers of people and
organisations, all of which can be included as
Svenska Kraftnat's stakeholders.

THE ACTORS IN THE ELECTRICITY MARKET
Inits role as national grid operator Svenska
Kraftnat has direct contact with companies
that own facilities connected to the grid -
large production plantsandregional electric-
ity networks. A prerequisite for the balance
between feed-in and withdrawal of electricity
is that generation is planned on the basis of a
forecast for consumption. Svenska Kraftnat
makes these forecastsin conjunction with the
balance providers.

The balance providers are the companies
that have responsibility for ensuring that the
same amount of electricity is generated as is
consumed on an hourly basis. Electricity pro-
ducers or electricity trading companies are
examples of balance providers. All electricity
consumers have to have a balance provider as
a guarantor for their consumption. In prac-
tice, each electricity supplier ensures that
this is the case. Electricity suppliers can be
balance providersthemselves, ortransferthe
responsibility to another company. The local
electricity network companies submit
metered values on the consumption to Sven-
ska Kraftnat, which uses them to calculate
howthe balance providers have balanced pro-
duction against consumption.

System operators in other countries are
alsoincluded as actorsin the electricity mar-

ket. Svenska Kraftnat have a close coopera-
tion with Norway, Finland and Denmark in
operating the electricity system efficiently.
Theinternational cooperationis being contin-
uously developed and is gradually taking on
anincreasingly distinct European focus.

LAND OWNERS AND NEARBY RESIDENTS
SvenskaKraftndtadministersapprox. 15,000 km
of power lines, and almost 150 transformer
substations and switching stations. Besides
administering and reinvesting in our existing
network we are also building new plants. Land
owners and nearby residents are important
stakeholders, and they are given the opportu-
nity to expressan opinion when Svenska Kraft-
nat converts or builds new facilities.

THE GOVERNMENT AND PARLIAMENT
COMMISSION OUR ACTIVITIES

Svenska Kraftnatis a state-owned public util-
ity. Our activities are regulated bylegislation,
anordinance consisting of instructionsandan
annual letter of governance from the Govern-
ment. In connection with adoption of the
national budget, Parliament sets the frame-
work for Svenska Kraftnat's investments and
financial activities. As a public utility and
authority Svenska Kraftnat also has numer-
ous contacts with other authorities.

OTHER STAKEHOLDERS

We have only mentioned a small selection of
all our stakeholders above. Examples of oth-
ers are municipalities, county administrative
boards and operators in the natural gas mar-
ket, the Nord Pool Spot AS electricity
exchange, other authorities, suppliers, dam
owners, journalists, wind power companies,
universities, researchers, interest organisa-
tions and financial institutions.




05. IMPORTANT EVENTS IN
THE BUSINESS

JANUARY

Therewasacold startto theyearin Sweden and
the Nordic countries. Svenska Kraftndt was
forced to activate parts of the peak power
reservein order to achieve the necessary mar-
gins in the Swedish power balance. An agree-
mentwas concluded with Vattenfall AB regard-
ing putting a block (240 MW) of the oil-fired
condensing power plant in Stenungsund on
stand-by. The background wasverylow produc-
tion in the country’s nuclear power plants in
combination with cold weather conditions and
the resulting high electricity consumption
throughout the country.

On the 25th of January, Svenska Kraftnat's
Director General Mikael Odenberg wrote a
comment piecein the Dagens Nyheter newspa-
pertogetherwith Yvonne Fredriksson, Director
General of the Energy Markets Inspectorate
and Tomas Kaberger, Director General of the
Swedish Energy Agency, under the heading
»Temporary price spikes demonstrate that the
electricity market is working«. The article is a
response to unreliable media criticism of the
way the electricity market functions.

Svenska Kraftnat ends its participation in
theKriegers Flak project - offshore wind power
in the Baltic with interconnections between
Sweden, Denmark and Germany - and thereby
gives up the EU funding that was promised.
Without a decision on development of wind
power on the Swedish part of Kriegers Flak,the
projectis not considered to be sufficiently eco-
nomically viable.

FEBRUARY

Svenska Kraftndt and the Nordic electricity
exchange, Nord Pool Spot AS, intensify the work
of integrating Estonia, Latvia and Lithuania in
the Nordic and European electricity market.
Work commences with a joint plan of action to
streamline the electricity trade and to optimise
electricitytransmission betweenthe three Bal-
tic states.

Svenska Kraftnat applies for the concession
for the South Western Link’s northern branch -
a 400 kV overhead line from Barkeryd in Sma-
land to Ostansjd outside Hallsbergin Narke.

MARCH

The sale is finalised of Nord Pool’s financial
marketplace for electricity derivatives, Nord
Pool ASA, to the Stockholm Stock Exchange
NASDAQ OMX. This means that Svenska Kraft-
natandthe Norwegian Statnett have disposed of
all clearing operations, international deriva-
tives trade and consulting in order to instead
focus on the marketplace for physical electric-
ity trading, Nord Pool Spot, which is an impor-
tant part of the electricity market's infrastruc-
ture.

Afewdays later Svenska Kraftnat's Director
General Mikael Odenberg and Lietuvos Energi-
ja's CEO Aloyzas Koryzna sign a cooperation
agreement in relation to the NordBalt project.
The collaboration entails the construction ofan
electricity link between Sweden and Lithuania.
The planis for the link to be completed in 2016.

The Polish and Swedish grid operators, PSE
Operator and Svenska Kraftnat, sign a joint
statement to open the SwePol Link between
Sweden and Poland to the market as soon as
possible.

Svenska Kraftnat's environmental prize for
2010isawarded to SandellSandbergArchitects
forthe design of the new Anneberg sub- station
in Danderyd outside Stockholm. The prize was
presented by Director General Mikael Oden-
berg at Svenska Kraftnat's annual meeting of
customers and stakeholders in Stockholm.

APRIL

SvenskaKraftndtandthe EU Commission come
to an agreement on how the transmission
restrictions in the Swedish electricity network
should be dealt with. As a result of the agree-
ment Svenska Kraftnatannouncesthat Sweden

will be divided into four bidding areas from 1
November 2011.

Svenska Kraftnadtapplies forthe concession
for the South Western Link’s southern branch
from Barkeryd in Smaland to Hurva in Skane.
For the first time high-voltage DC technology
(HVDC VSC) will be used on land in Sweden.
The aim is to reinforce transmission capacity
to Skane and counteract high electricity
pricesin the southernmost part of Sweden.

Svenska Kraftnat is awarded the conces-
sion for a 220 kV cable link between Danderyd
and Jarva. The link is a part of the Stockholm
Strém project, where, together with the elec-
tricity network companies Vattenfall Eldistri-
bution ABand Fortum Distribution AB, Svenska
Kraftnatis going to build a completely new and
more robust structure for the Stockholm
region’s electricity network.

MAY

Svenska Kraftndt announces the formal deci-
sion on division of Sweden into four bidding
areas, which applies from 1 November 2011.

JUNE

The procurement of the power reserve for
winter 2010/2011 is completed. It comprises a
total of 1,900 MW, approx. 585 MW of which
constitute a reduction in consumption, i.e.
industrial companies that are prepared to
reduce their consumption in return for com-
pensation. The rest is made up of stand-by
electricity generation.

JULY

Director General Mikael Odenberg and Head
of Corporate Communications Malin Werner
take part in the Almedalen Week on Gotland
and their activitiesinclude avisit to the Swed-
ish Nuclear Fuel and Waste Management
Company’s ships M/S Sigyn and HMS Wisborg.
The Director General participatesinanumber
of seminars and panel debates on topics
including wind power and the future electric-
ity network.

On 6 July the reactor in Alvesta breaks
down. By taking over a reactor that was
intended to be delivered to Statnettin Norway
and exceptional efforts from large number of
people inside and outside Svenska Kraftnat, a
new reactor was already on site and opera-
tional later the same month.

AUGUST
The EU Commission decides to partially
finance the NordBalt electricity link between

Sweden and the Baltic States. The EU contrib-
utes 131 million Eurostothelinkand 44 million
Eurosfornecessarynetworkreinforcementsin
Latvia.

Svenska Kraftndt submitsits annual report
on the Swedish power balance to the Govern-
ment. Thereportdescribes the situationduring
the previous winter and provides a forecast for
the power balance (the peak power balance) at
maximum electricity consumption during the
forthcoming winter. Last winter’s electricity
supply was considerably more strained than
anticipated. This was due to historically low
availability in the Swedish nuclear power
plants, simultaneous with a colder winter than
normal. The forecast for the future is that the
installed production capacity is continuing to
increase and that the situation is looking more
favourable, provided that thereis normal avail-
ability in the nuclear power plants.

Svenska Kraftnatdecides to buildanew 400
kV national grid station, R&backen, west of
Pited, to connect the first phase of the large
wind farmin Markbygden. 3,000 to 4,000 MW of
new wind power is planned there, compared
with total wind power installed throughout
Sweden of approx. 1,500 MW.

New, six year operation and maintenance
agreements for the national grid from 2011
were signed with six different contractors. The
agreements include emergency call-outs,
operational switchings, condition checks,
inspections and administration of forests.

The Board of Directors decides to raise the
national grid tariff from 1 January 2011. The
energy fee, which cover the costs of transmis-
sion losses on the national grid, are raised by
nine percent. Capacity charges, which cover
Svenska Kraftnat’s costs foradministering and
developing the national grid, are raised by 19 %.
This means that the increase before tax is
equivalent to three tenths of 0,1 SEK per kWh.
Thisis approx. five SEK a month for a detached
house with electric heating and 20,000 kWh
electricity consumption 0,1 SEK per kWh.

SEPTEMBER

Seven young university graduates start an
eighteen month trainee-period at Svenska
Kraftnat.

Svenska Kraftnat takes part in the Swedish
Civil Contingencies Agency’s (MSB) national
IT-securityexercise NIS0 2010. The exerciseis
conducted together with authorities that have
specificresponsibility for society'sinformation
security. The aimis to provide trainingin deal-
ingwith IT disturbancesin Sweden’s electric-
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ity supply system.

Svenska Kraftnat participates for two days
intheyear's major wind trade fair, Vind 2010 in
Goteborg.

Svenska Kraftndt sends out invitations for
the regular conference on contingency plan-
ning and security - Kraftsamling. Under dis-
cussion this year is the electricity industry’s
work on risk- and vulnerability analyses and
its capacitytodeal with severecrises. Theaim
of the conferenceis to provide a better picture
of what emergency planning there actually is
within Swedish electricity supply.

OCTOBER

The lighting on the designer pylon for the
powerlinein ,&reisinaugurated. Itisinspired
by the Northern Lights’ constant transforma-
tion and will be adapted according to the sea-
son’s colours.

The Konti-Skan DC link between Sweden
and Denmark breaks down. This is due to the
fact that the sea electrodes that are used in
transmission have been used at a higher rate
than estimated. The breakdown results in a
period of interruption to all electricity trade
between Sweden and Jutland. After extensive
repairs the link can be putinto limited opera-
tion in the middle of November and in full

operationin the middle of December.
Svenska Kraftnat's Board of Directors vis-
its Lietuvos Energija and Litgrid in Vilnius.

NOVEMBER

Svenska Kraftnat and Statnett publish a joint
report »Swedish-Norwegian Grid Develop-
ment - three scenarios«. It presents the vari-
ous requirements for reinforcements and
extensions to the transmission networks,
based on studies of three different scenarios.
Adaptation of the national grids in order to
connect renewable electricity generation,
minimising price differences between the
electricity areas and guaranteeing a good
security of supply are a few of the challenges
discussedin the report.

The annual EDIEL and settlement confer-
enceisheldinStockholm. Topics onthe agenda
include guarantees of origin, the requirement
for metering by the hour, the route towards a
Nordic end customer market in 2015 and the
new divisioninto bidding areas.

The Board of Directors takes the formal
decision toinvest to the tune of SEK 2.6 billion
to build the NordBalt link from Sweden to
Klaipedain Lithuania. Thelinkis plannedfora
capacity of 700 MW with the possibility of con-

necting a future wind farm on the Midsjo
Banks.

Svenska Kraftnat participatesinthe Swed-
ish Energy Agency’'s »Shortage of electrical
power exercise2010«. The exercise is imple-
mented in different phases and proceeds fora
total period of two months. In November Sven-
ska Kraftnat's entire crisis organisation takes
partinafinal simulation exercise.

DECEMBER

The procurement for NordBalt is concluded.
Svenska Kraftnat, Litgrid and ABB sign con-
tracts for the submarine cable totalling 270
million Euros and for two converter stations
for 147 million Euros.

SwePol Link, the cable thatlinks the Swed-
ish national grid in Karlshamn with the Polish
national gridin Slupsk, is opened for the mar-
ket. This means that Sweden and Poland have
fulfilled their promise to the EU Commission.

The Government finally awards the con-
cession for the new link between Stenkullen
and Lindome. It is important in securing the
electricity supply for Goéteborg and is also
included as a part of the undertakings that
Svenska Kraftnat made to the EU Commission
in relation to reducing the problems of
restricted capacity in the so-called West
Coast constraint area. The concession proce-
dure has been underway since 2004.
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06. OPERATIONS AND

STRUCTURE

THE SVENSKA KRAFTNAT

PUBLIC UTILITY

Svenska Kraftnatis a state-owned public util-
ity with the task of administering, operating
and developing a cost-effective, reliable and
environmentally compatible powertransmis-
sion system, and selling transmission capac-
ity in a business-like manner. Svenska Kraft-
natis also the system operator for electricity
and natural gas, and the authority with
responsibility for contingency planning in
relation to electricity in accordance with the
Power Contingency Act.

Svenska Kraftnat shall:

> expand the electricity grid based on
socio-economic profitability assess-
ments

> have supervisory responsibility for
questions that concern the reliability of
the national electricity system

> promote competitionin the electricity
and natural gas markets

> promote research, development and
demonstration of new technologies that
areimportant for operations

> have responsibility for contingency
planning within the electricity sector
during crises or conditions of war

> engageinexport of services within the
public utility’s field of operations

> promote dam safetyin the country

> expand,install and administer lines for
electronic communication, primarily in
the national grid, and also allocate net-
work capacity in them

> betheaccounting authorityinaccord-
ance with the Electricity Certificates
Act

> administerissues concerning guaran-
tees of origin for electricity

> monitor access to peakload capacityin
the Swedish electricity system and pro-

vide regular information about power
supply to operators in the market
facilitate the expansion of renewable
electricity production

act as the National Security Authority
for electricity supply

provide the Government with an annual
report of its work as the system opera-
tor for natural gas, in particular details
of circumstances of significance for
evaluating the gas market reform
consult with the Energy Market
Inspectorate in connection with execu-
tion of the Inspectorate’'s commission
to prepare an annualreport on security
of supply for natural gasin accordance
with applicable rules and directives
consult with the Swedish Energy
Agencyin connection with the Agency's
task of providing an annual report, in
accordance with the Council's direc-
tive on measures to ensure a secure
supply of natural gas

provide a quarterly statistical report on
electricityimports from third countries
ensure that the regulations and proce-
dures that the public utility has at its
disposal are cost-effective and simple
for citizens and businesses

be responsible for the long-term plan-
ning and direction for electricity gen-
eration.

In relation to dam safety, Svenska kraftnat
shall:

>

monitor the impact of climate change
and also follow and contribute to
developmentsin the country

work to ensure that methods of reduc-
ing damage as a result of high water
flows are developed and utilized
report regularly to the Government on
developments and when necessary

propose measures

> draw attention to the need for research

> beresponsible for supervision as
specified in the ordinance ([1998:90d) on
supervision according to the environ-
mental code

> consult with concerned authorities and
organisations when necessary.

GOVERNANCE FOR THE GROUP
Svenska Kraftnatis a state-owned public util-
ity and, in common with public administrative
authorities, is controlled by the Government
through a Government Agencies Ordinance
(2007:515), an ordinance consisting of the
instruction for the public utility (2007:1119)
and the annual letter of governance. Every
year Svenska Kraftnat draws up a three-year
investment and financing plan that is put
before Parliament for approval through the
budget and finance bill. The Staff Representa-
tives Ordinance (1987:1101), the Internal Audit
Ordinance (2006:1228] and the Ordinance
(2007:603) on Internal Management and Con-
trol apply for the Utility.

The Government appoints the board and
chief executive of the authority (Director Gen-
eral). The Director General and representa-
tives of the staff organisations SACO and ST
areincluded onthe board. The Board of Direc-
tors hasapprovedrules of procedure for Sven-
ska Kraftnat. In his turn the Director General
approvesaninternal procedure for delegation
and rules of procedure that specify rules for
the public utility’s internal structure and
mode of working.

For most of the year the Svenska Kraftnat
Group consisted of the public utility, three subsi-
diariesandfive associated companiesin Sweden
and Norway. The largest associated company is
Nord Pool AS with its head office in Oslo.

INTERNAL GOVERANCE
AND CONTROL
Internal governance and control refers to the
process that has the function of ensuring that
Svenska Kraftnat fulfils the requirements
placed on the operation by the Government
through the authority’s management. The
processis based on four phases.
> Risk assessment, which entails identi-
fying and evaluating risks that the
operation’s goals cannot be fulfilled.
> Control structures detailing which
controls have been chosen to manage
the risks that have been identified.
> Information and communication, which

starts by making the utility's employees

aware of guidelines and policies,

including authorisations and responsi-

bilities. Important tools for this are

Svenska Kraftnat's intranet and regular

training of employees. Examples of

external communication are reporting

to other authorities and external finan-

cial reporting.
> Follow-up, which has the function of

guaranteeing the effectiveness of the
process through a number of activities
such as following-up operationsin
relation to targets set, audits and other
types of monitoring.
The Board of Directors has appointed an audit
committee from within its ranks to prepare
matters regarding internal management and
control, financial reporting, risk assessment
andinternal auditing.

During 2010 we have been engaged in over-
all operations planning including risk assess-
ment. Policies, guidelines and instructions
have been produced in areas including overall
operations planning, risk management, project
work and finance. These have been announced
onourintranet. We have alsointroduced a pro-
cess for quarterly follow-ups of the organisa-
tion's goals at departmental level and public
utilitylevel. All quarterly reports are available
for all employees.

OVERALL OPERATIONS PLANNING
During 2010 the Director General approved
new guidelines for overall operations plan-
ning and following-up, as well as guidelines
for risk management. The guidelines deline-
ate the rules and regulations and the process
that applies for Svenska Kraftnat's overall
operations planning with the accompanying
risk analysis. Following these guidelines will
enable us to comply with the requirements as
specified in the Ordinance on Internal Man-
agement and Control. Establishing these
guidelines has been a step towards gradually
introducing the method of conducting overall
operations planning that was approved in
autumn 2009.

The processforoverall operations planning
includes both determininglongand short-term
goals and conducting a risk analysis, with the
aim of identifying the risks of not achieving the
goals. A situation analysis and a number of
focus areas act as starting points in determin-
ing the goals.

The situation analysis is updated annually.
The focus areas show Svenska Kraftnat's over-




»TRANSMISSION ON THE
NATIONAL GRID INCREASED
BY 6 PERCENT«

alldirectionin forthcomingyears.

Together the situation analysis and the
focus areas constitute adocument called plan-
ning preconditions, which is approved by the
Director General. Its aim is to both achieve an
organisation that plans and works with the
samefocusandtostrengthentheinternal man-
agement and control.

Besides producing the preconditions, all
aspects of operations planning take place at
departmentallevel. Of the goalsthat have been
produced for respective departments, some of
those that are deemed to be more all-embrac-
ing for the operation as a whole have subse-
quently been aggregated to public utility level.

Reporting of fulfilment of objectives and

risk analysis takes place onaquarterly basis at
both departmental and public utility level.
The focus areas forwork during 2010 have been
connection of renewable electricity produc-
tion, efficient extension of the network,
expanded European cooperation, skills provi-
sion, contingency planning, safetyand environ-
mental management. Theyalso constituted the
basis for production of the 2010 General Oper-
ations Plan at public utility level.

RISK MANAGEMENT
The Group's management of risk, in accord-
ancewiththerequirementsinthe Ordinance on
Internal Management and Control, is inte-
grated in the various stages of overall opera-
tions planning. Arisk analysis atdepartmental
levelis presentedin each department’s opera-
tions plan. It consequently does notcomprisea
separate activity, butisincluded asan element
in the long and short-term planning as well as
in the implementation and follow-up phase.

As well as producing guidelines for risk
management during the year, supplementary
instructions for risk analysis have also been
drawn up and approved. The purpose of these
documentsis to clarify the policy for risk man-
agementand support the work on risk analysis
throughout the operation.

Prior to 2010, Svenska Kraftnat carried out
a risk analysis at public utility level where the
responsibility formanaging risks was placed at
departmental level. The most significant risks
from the risk analysis were presented in the
chapters Financial Risks, Overall Operations
Risksand Other Risks. Duringthe year Svenska
Kraftndt has worked on measures to deal with
these risks.

As part of the work involved in the overall
operations plan for 2011 Svenska Kraftnat has
conducted a risk analysis on the goals that

were produced at departmental level. The
risks have then been identified as potential
incidents that will prevent us achieving the
objectives of our focus areas, or the goals that
are established for our key ratio areas (pre-
sentedinthe 2011 General Operations Plan).

Svenska Kraftnat has compiled the most
significant risks in a risk analysis report and
produced a plan of action to deal with them.
Twenty risks have beenidentified as significant
risksandtheyareto be found within the follow-
ing areas: Expansion projects and renewable
sources of energy, breakdowns and sabotage,
financial risks, environmental risks and IT
related risks. SvenskaKraftnathas produceda
plan of action for these that was subsequently
approved by the Director General.

Every year the Board of Directors conveys
its view of risk by familiarising itself with and
approving the utility’s general operations plan
and overall risk analyses.

FINANCIAL RISKS

When transmission capacity within Sweden is
limited, Svenska Kraftnadt uses countertrading
to reduce the transmission requirement in the
parts of the country that are affected. The costs
for counter trading are normally low, but can
amount to large sums (tens of millions of kro-
nor)in extreme operational situations. The risk
hasbeenaccepted. Thefactthatarisk hasbeen
accepted meansthatan evaluation of the likeli-
hood and consequences of the risk has been
conducted. Based on the evaluation, an active
decision has been taken not to institute any
measures to reduce the likelihood or the con-
sequences of the risk. The risk isinstead regu-
larly monitored so that measures can be taken
if the evaluation of the risk changes.

To maintain the correct frequency in the
electricity system Svenska Kraftnat purchases
primary regulation, primarily from hydro-
electric power producers. The size of the
expenses depends on water supply in the res-
ervoirs and on the price of electricity. In cer-
tain situationsthese expenses can double com-
pared with normal conditions. The risk has
been accepted.

When electricity flows through Sweden from
a producer in one country to a consumer in
anothercountry, SvenskaKraftnatreceivestran-
sit compensation. As a result of the new rules
that were introduced in 2009, this normally gen-
erates a netincome for Svenska Kraftnat in con-
nection with net exports. However, there is a
financialrisk asitishardto predictthe size of the
netincome. The risk has been accepted.
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Increased investments entail anincreased
financial risk for Svenska Kraftnat. The risks
includeincreasedinterestexpenses,increased
expenses in connection with delays in projects
and uncertain raw material prices. Measures
toreduce the financial risks in projects consti-
tute the introduction of risk analyses at the
start of each project and more structured fol-
lowing-up of projects. To reduce the risk of
delaysin projectsthereisalsoagoal of clearer
communication with external actors.

The currency risk is defined as the risk of
flows and balances, as well as receivables and
liabilitiesin foreign currency, changing in con-
nection with exchange rate fluctuations. In
early2010there was a significant currency risk
in NOK. However, this risk has been minimised
asaresult of selling sharesin Nord Pool ASA.

OVERALL OPERATIONS RISKS
Svenska Kraftnat's activities are of central
importance for the Swedish electricity supply.
They must therefore be regarded as being of
particular social importance in both the short
andlongterms. Operations can be subjected to
disruptions and stresses of many different
kinds. Disturbances may be a result of techni-
cal shortfalls or intentional actions aimed at
causingdamage. Inaseparatereport, Svenska
Kraftnat gives an overall account of risk and
vulnerability analyses in accordance with the
Ordinance (2006:942) on Emergency Planning
and Heightened State of Alert.
Thereisarelatively minorrisk of the type of
disturbanceinthe national grid thatwould have
serious consequences for society and end cus-
tomers. The grid is powerfully structured with

2008 2009 2010

ample potential to maintain electricity supply
even during disrupted operating conditions.
However, the risk of a major power failure can
never be totally eliminated. Svenska Kraftnétis
taking a series of measures, including an
extensive investment programme, to further
increase the reliability of the national grid.

At present the risk and likelihood of sabo-
tage in relation to Svenska Kraftnat's facilities
is slight. However, the threat picture can
change rapidly. In conjunction with converting
or building new station facilities, Svenska
Kraftnat has therefore substantiallyincreased
physical protection through stronger and
higher fences. We have also started to install
camera surveillance to monitor facilities, and
to equipimportant elements with alarms.

OTHER RISKS

Svenska Kraftnat's ability to monitor and con-
trolthe national gridis based onwell function-
ing IT- and telecommunications systems. To
ensure the operation of the IT-and telecommu-
nications systems, they are designed with a
high level of redundancy. An important aspect
of reliability is also to analyse and rectify any
shortcomings in IT security. This takes place
with respect to technology, rules and proce-
dures, as well as work on conduct and a clear
allocation of responsibility.

Svenska Kraftndt has an environmental
management system to ensure and structure
environmental work in projects. The risk is
that Svenska Kraftnat does not comply with
environmental legislation or that environ-
mental assessments delay the investment
projects. To reduce the risk we conduct envi-
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requirements when procuring construction
and maintenance contracts.

FINANCIAL GOALS

According to the letter of governance for 2010,
Svenska Kraftnit (the Group) should achieve
an average return on adjusted equity (the
mean value of the restricted capital at the
start of the year and at year-end plus 73.7% of
the non-restricted equity), following deduc-
tion for tax equivalence of 6%, excluding profit
components from salesin associated compa-
nies. The return on adjusted equity for 2010
was 8.4 (4.3) %, which means that the target for
the financial year was achieved. The targeted
return on adjusted equity has not been
achieved on two occasions during the first
decade of the 21st century, (2003 and 2009). In
2003 the principal reasonwas thatitwasadry
year and production from the hydroelectric
power stations in Norrland was considerably
lower than normal. The reasonin 2009 was an
extreme operational situation during the
month of December that led to unforeseen
expenses, including high costs for counter
trade.

The debt/equity ratiowas 31 (33)%, which is
inlinewiththeletter of governance’s ceiling of
a maximum of 60%.

The Government's dividend policy means
that 65% of annual netincome for the Groupis
allocated tothe Swedish state. Additional div-
idend may also be allocated.

The Group'sinvestments during 2010 amounted
to SEK 1,276 (1,527) million. New investments
amounted to SEK 803 (1,143) million and rein-
vestments to SEK 473 (384) million.

The higher rate of investment commenced
in 2007 as a result of the strategic projects
Fenno-Skan 2 and Nea-Jarpstrommen. Dur-
ing 2008 and 2009 investment costs continued
to increase, mainly due to increased costs in
these two projects.

The investments are allocated as follows
within the Group's companies:

MSEK 2010 2009

Parent entity

Investmentsingrid 1,200 1,401
Investmentsin fibre optic 0 47
cables

Otherintangible 55 54
investments

TOTAL PARENTENTITY 1,255 1,502
SwePol Link 1 1
Svenska Kraftnat 20 24
Gasturbiner AB

TOTAL 1,276 1,527

The Swedish Parliament has approved aninvest-
ment plan for 2010 of SEK 2,265 million. The
investmentsinthe nationalgridarelowerthanin
the investment plan. This is primarily due to
delaysintwo of the major ongoing projectsand a
postponement to the timetable in a further pro-
ject. The delays are mainly due to the fact that it
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is difficult to obtain concessions to build power
lines.Inmany casesitisverydifficult to estimate
the time required in the permit process as pro-
jects differ greatly and are dependent on alarge
range of factors and authorities. It is Svenska
Kraftnat's intention to thoroughly review the
time schedulesin future projects.

Inaccordancewith Nordel's systemdevelop-
ment plan from 2004, five priority projects arein
progress. The aim of the projects is to increase
the interconnections between the bidding areas
in the Nordic region. Svenska Kraftndt has
undertaken to implement three of them - a new
power line between Jarpstrommen and Nea in
Norway, Fenno-Skan 2 between Finnbdle and
Rauma in Finland, and the South West Link, a
combined DC and AC link from Hallsberg to
Horby with a branch to Norway. The other two
projects are the Great Belt connection between
Jutland and Zealand in Denmark and Skagerrak
4 between Denmark and Norway.

The power line between Jarpstrémmen and
Neawas completed on 16 May 2010 when the final
sub-section was put into operation. The invest-
ment has cost some SEK 600 million and com-
prises some 100 km of new line. The transmis-
sion capacity for the old power line was already
surpassed on the first day. The power line is
delivering benefits for the Nordic electricity
market and increased reliability. Investments
during the year amounted to SEK 31 million.

The South West Link is Svenska Kraftnat's
largest ever investment. It is estimated at over
SEK eight billion and comprises some twenty
projects. The aim of the South West Link is to
strengthen and increase transmission capacity
in the national grid to Southern Sweden and to
Norway and also to boost reliability in the elec-
tricity system. The investment includes a new
overhead line between Hallsberg and Nassjd, a
new power line with DC technology between
N&ssj6 and Hérby in Skane and a new power line
between Nassj6 and Norway. The aim for the
southern powerline (N&ssjé - Hérby) is a combi-
nation of overhead lines in existing powerline
corridors to Varnamo and then underground
cables alongside roads (primarily the E4), rail-
ways and power lines through to Horby. Work on
acquiringlandand planning powerlinesand sta-
tions has proceeded duringtheyear. Routingand
technical implementation for the western sec-
tion to Norway has been examined during the
year. Investments during the year amounted to
SEK 123 million. The timetable for this project
has been adjusted, which is affecting the gap
between the planned investment budget and the
actual outcome for 2010.

The third prioritised project within Nordel's
system development planis Fenno-Skan 2,a DC
link of 800 MW and 500 kV that is being con-
structed between Sweden and Finland. The
investment comprises 200 km of submarine
cable, 70 km of overhead lines, two converter
stations and a new 400 kV station. The invest-
ments during the year amounted to SEK 240 mil-
lion and the volume of investment in the project
asawholeis estimated at SEK 1,700 million.

NordBalt is another foreign link that is going
tobe builtbetween Sweden and Lithuania. It will
link the Nordic electricity marketwithanemerg-
ing Balticone. Atthe same time thelink will con-
tribute toimproving the Baltic states’ securityin
terms of electricity supply. This collaborative
project between Svenska Kraftnat, LitGrid and
Latvenergo has been prioritised by the EU Com-
mission, which has allocated 175 million Euros
to the project within the framework of the Euro-
pean Energy Programme for Recovery (EEPR),
131 million Euros of which are for the cable link
and 44 million Euros for the requisite strength-
ening of the network in Latvia. Investments dur-
ing the year amounted to SEK 75 million. In total
the investments in the project are estimated to
amount to SEK 3,200 million.

Stockholms Strém comprises grossinvest-
ments of approx. SEK 5,600 million and affects
thethree network operators, Svenska Kraftnat,
Vattenfalland Fortum, aswellas 21 municipal-
ities in the county of Stockholm. The aim is to
achieve an improved network structure with
reduced networklossesandincreased security
of supply. A 400 kV ring is completed around
Stockholm and parts of the old 220 kV network
are being dismantled. This will enable approx.
150 km of powerline corridors to be released
for exploitation. Implementation of several
sub-projects within Stockholm Strém are
dependanton co-financing from the municipal-
ities and other landowners who will have valu-
able land released. A Network Owner Agree-
ment has been concluded between Svenska
Kraftnat, Vattenfalland Fortum. Work on cable
links between Danderyd and Jarva, Nacka and
Ekbacken, Hagerstalund and Beckomberga,
and also Vartan and Koltorp has proceeded
during the year. Investments during the year
amounted to SEK 118 million.

In order to secure a reliable electricity sup-
ply for the Géteborg area a new 400 kV line is
planned between Stenkullen and Lindome. It
willbe built on sitesincluding the powerline cor-
ridor that Svenska Kraftnat previously used for
the DC power line Konti-Skan 1. The project has
been delayed due to a lengthy permit process,

» SOMEWHAT LOWER
RATE OF INVESTMENT
IN 2010 THAN IN 2009;
SEK 1,276 MILLION«



howevertheassessmentisthatitwill be feasible
during 2011-2012. The power line is also impor-
tantinincreasingthe capacity overthe so-called
West Coast constraint area. The investments
during the year amounted to SEK 21 million and
the investment in the project as a whole is esti-
mated to amount to SEK 259 million. This project
too has takenlonger than estimated due to diffi-
cultiesin obtaining concessions.

Adaptations to enable the expansion of wind
power is the driving force behind the majority of
investments. Svenska Kraftnat is planning to
connect Gotland to the Swedish national grid by
means of two 500 MW DC links between the
mainland and Gotland. The two existing DC links
connected to the regional network are not suffi-
cient for the development plans thatarein place
for wind power on the island. A wind farm is
planned in Markbygden in a 450 km? area north
west of Pited. The total output of wind power is
estimatedat3,000-4,000MW. This extensive out-
put requires a number of new connection points
inthe national grid. The first ofthemwillbe a 400
kV station about 65 km from Svartbyn.

Newwind farms haveimplied thatthe power
line between Stalon and Langbjérn and the
power line between Linvasselv and Léngbjérn
have been refurbished in order to increase
transmission capacity. A large wind farm is
plannedinthe areaaroundthe 400 kV Storfinn-
forsen station with a total output of around
1,000 MW, which would entail replacing the
power line between Storfinnforsen and Mid-
skog with a new one. Investments for wind
power adaptations during the year have
amounted to SEK 56 million.

Increases in output from nuclear power
plants are placing requirements on expanded
transmission capacity. A new targety structure
has been determined for the grid connections to
Forsmark nuclear power station. The section
between Ekhyddan via Oskarshamn and Bark-
eryd will be strengthened with a new powerline.
During the year investments due to increased
nuclear output amounted to SEK 45 million.

Many of the stations in the national grid
have beenin operation for 50 years ormore and
are starting to show signs of age. Svenska
Kraftndthasthereforedrawnupaplantorenew
the stations. This year reinvestments have
been made in plants including Simpevarp,
Hallsberg, Storfinnforsen, Forsmark and
Ramsele. Investments to renew stations
amounted to SEK 267 million during the year.
Theseinvestments are expectedtoamounttoa
total of SEK 1,100 million.

All of the national grid's 400 kV power lines

and most of the 220 kV power lines were origi-
nally built with earthwires of steel oraluminium
alloy. Several of them are displaying damage
from corrosion and vibrations and need to be
replaced. Anevaluation of the earthwires’ condi-
tion has been conducted and they will gradually
be replaced. In connection with replacing the
earth wires it is often appropriate to simultane-
ouslyrenewthetelecommunications, oralterna-
tively toinstall fibre optic cablein those sections
wherethereare notelecommunications. Inafew
years all steel earth wiresin the 400 kV network
will have been replaced. During the year the
earthwires have been replaced between Langb-
jorn and Linvassely, Sollefted and Gagnef, Stor-
norrfors and Hjélta, Borgvik and Skogsater, Vit-
tersjo and Hamra, as well as between Letsi and
Isovaara.Investmentsduringtheyearamounted
to SEK 78 million. The investments in this area
are expected to total SEK 447 million.

The concession for the power line between
Ostersund and Horndal has expired and is now
subject to a new scrutiny. Strong demands for a
change of route have been conveyed by the county
administrative board in the county of Gavleborg,
aswellasbyLjusdaland Bollnas municipalities.

Atransformer broke downin Midskogin 2008
and a transformer was borrowed from Langb-
jorn. A new transformer was installed and put
into operation during the year. The investment
amounted to SEK 38 million. The investmentsin
the project are expected to total SEK 43 million.

It has become more difficult to regulate the
voltagelevelsinthe national grid. Insituations
where there is low demand - for instance dur-
ing summer nights - the set limit values are
often exceeded, which can jeopardise reliabil-
ity. In order to achieve acceptable voltage lev-
els, eight reactors will be installed by 2015.
Investments during the year amounted to SEK
35 million. The investments are expected to
total SEK 304 million.

OPERATING REVENUE
AND NET INCOME
The economic situation in Sweden improved
during the first six months of 2010 and indus-
trial output rose. In conjunction with the cold
weatherduring the previous winter, this meant
that electricity consumption in the country
increased. Electricity-intensive industries
raised their consumption volume, which in turn
led to anincrease in transmission of almost six
percentinthe national grid.
SvenskaKraftnat's (the Group) operating rev-
enues increased during the year and amounted
to SEK 10,547 (6,851) million. The main reasons
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were higherincome for regulatingand balance
power sold, increased income from tariffs and
higher congestion income. The income from
congestion and regulating and balance power
is due to the fact that the electricity price level
was higher than during 2009.

Operating expenses amounted to SEK 9,762
(6,494) million. The higher electricity price
level also brought about substantially
increased costs for balance power of almost
SEK 2,500 million. The costs forloss powerand
energy compensation rose during the year by
around SEK 700 million, primarily as a result of
the utility’s new agreement on purchase of loss
power. Ontheotherhand, costsfor counter-trade
decreased by almost SEK 120 million during the
yearandamounted to SEK 186 million. The higher
costs in 2009 were mainly due to the extreme
weather in December 2009 when a number of
nuclear power plants were still non-opera-
tional. Back-up power was activated together
withimports from Denmark and Germany.

Svenska Kraftnat remains in a recruitment
period and 35 new full-time positions have
been added since December 2009. Staff costs
have therebyincreased by SEK 17 million.

The higher rate of investment in the parent
entityis affecting the depreciation of intangible
and tangible assets for the Group, which
increased by SEK 51 million.

Share of income in associated companies
amounted to SEK 20 million, whichis SEK 11 mil-
lionlowerthanlastyear. Thisis primarily due to
the fact that the associated company Nord Pool
ASAwas sold to Nasdaq OMXin May 2010.

Group operating income amounted to SEK
805 million, which is SEK 417 million higher
compared with 2009. The operating margin for
the Group was 7.6%, which is 1.9 percentage
points better than last year.

Net financial income/expense for the year
amounted to till SEK -22 million, whichis a dete-
rioration of SEK 15 million in comparison with
last year. The primary explanation is increased
interestexpensesforanallocation of SEK31 mil-
lionforindexation of the utility’s pension liability
inaccordancewith the new security grounds that
the National Government Employee Pensions
Board has adopted for public utilities.

Net Group profit for 2010 amounted to SEK
773 (375) million. The net profit margin with a
deduction for standard tax amounted to 5.4%,
which is an increase of 1.4 percentage points
compared with 2009.

The Group's return on adjusted equity for the
year amounted to 8.4 (4.3) % and 2.4 percentage
points above the profitability target of 6%.

FINANCING

The parent entity finances its operations with
equity and loans in the National Debt Office.
Borrowing at the end of 2010 was SEK 1,252
(1,033) million and liquid funds amounted to
SEK 313 (76) million. During 2010 Svenska
Kraftnat has had a variable loan parameter
with the National Debt Office that it has been
possible to utilise up to SEK 3,500million. From 1
January 2011 the variable loan parameter will
amount to SEK 5,000 million.

The subsidiary SwePol Link AB has had a
loanatHandelsbanken since February 2007. As
per 31 December 2010 the loan amounted to
SEK 802 (884) million. Borrowing atyearendin
Svenska Kraftnat Gasturbiner AB amounted to
SEK 144 million and the financing will take
place within the Group.

COST-EFFICIENCY

Cost-efficiency in Svenska Kraftnat should be
atleastashighasincomparable companies. In
order to be able to assess efficiency and iden-
tify areas for improvement, comparisons are
made with other companies by means of bench-
marking studies.

During the year a benchmarking study has
been conducted together with the national grid
companies Statnett and Fingrid. The companies
are in the same phase as Svenska Kraftnat with
substantially increasing volumes of investment
and a major focus on project management. Cost
levels and consumption of resources have been
comparedinthe benchmarking study. The areas
that have been analysed are administration of
buildingsand equipment, network development,
IT,internal supportfunctionsand marketdesign
and settlement.

The results demonstrate that within most
areas Svenska Kraftnat is positioned between
the companies compared. The study indicates
that withinthe IT field Svenska Kraftnat consist-
entlyusesstandard productsinstead of develop-
ing its own systems, which leads to lower costs.
In addition it shows that Svenska Kraftnat has
succeeded in introducing a new project control
model in a short space of time. Examples of
improvement areas are risk management and
quality assurance in construction projects.

Advancements as a basis for improvement
measureswill now be madein conjunction with
Statnettand Fingrid within the areas of admin-
istration of buildings and equipment, network
development, IT and construction projects.
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THE POWER TRANSMISSION
NETWORK IN THE NORDIC
COUNTRIES 2010

The Swedish grid comprises 400and 220 kV lines,
switchyards and transformer stationsand foreign
links for alternating (AC) and direct current (DC).
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07. BUSINESS SEGMENTS

GROUP LEVEL (MSEK) OPERATING REVENUE
2010 2009

Transmission on the 4,224 3,148
national grid

System operator
- electricity

Telecommunications
System operator - natural gas
Chargeable activities
Associated companies
Contingency

TOTAL

OPERATING INCOME INVESTMENTS
2010 2009 2010 2009

256 1,409

PARENT ENTITY LEVEL (MSEK) OPERATINGREVENUE  OPERATING INCOME INVESTMENTS

2010
Transmission on the national grid 4,014
System operator - electricity
Telecommunications
System operator - natural gas
Chargeable activities
Contingency

TOTAL

Svenska Kraftnat's operations are divided by
the Government into the above business seg-
ments. This chapter reports on operations
carried outin 2010.

ELECTRICITY MARKET

The Electricity Market is divided into three
areas; transmission of electricity on the
national grid, system operator for electricity
and renewable electricity certificates.

TRANSMISSION OF ELECTRICITY
ON THE NATIONAL GRID
Svenska Kraftndt's network division com-

2009 2010 2009 2010 2009

prises the construction, maintenance and
operation of the national grid in Sweden,
which consists of 220 kV and 400 kV lines with
stations and foreign links administered by
Svenska Kraftnat, including SwePol Link.

Svenska Kraftndt's network customers -
thatis to, say owners of large electricity gen-
eration facilities connected to the national
grid, regional networks and consumption
facilities are billed for their access to and uti-
lization of the national gridin accordance with
a pre-set tariff.

Apointof connectiontariffisapplied onthe
national grid for physically connected cus-




tomer facilities. The tariff consists of a power
component and an energy component. The
charge for the capacity componentis based on
the power subscribed to by the customeronan
annual basis for feed-in and withdrawal at
each connection point. The input fee is lowest
in the south and increases linearly with the
latitude to its highest value in the north. The
reverse applies for the outtake fee.

The energy fee is based on the transmis-
sion losses in the national grid that are occa-
sioned by supply and extraction at the individ-
ual connection points. Reduced losses entail
an equivalent crediting.

The energy component for 2010 was raised
by 40%, while the power component was
raised by 25%. For 2011 the tariff's power com-
ponent will be raised by 19% and the energy
component by 9%.

Congestion revenue and transit revenues
also compriseindividualitemsin network rev-
enues. Congestion income arises when the
Nordic marketis divided up into different elec-
tricityareas duetolack of capacity. Theincome
is used forinvestments in increasing capacity,
thereby reducing limitations. Transit income
consists of reimbursement for costs of elec-
tricity flowing through the national grid with its
points of originin other countries.

National grid fees generated SEK 3,328
(2,416) million. The power and energy compo-
nents accounted for around half each.

Congestion revenue increased during the
year and amounted to SEK 495 (289) million.
Theincreased congestionincomeis primarily
due to the cold winter in combination with low
levels in the storage reservoirs and the con-
tinued operational problems experienced by
Swedish nuclear power. This has resulted,
mainly during the winter months, in major
price variations between the Nordic price
areas and thus to high congestion income for
Svenska Kraftnat.

Transit revenues, on the other hand, have
fallen sharply during 2010, comprising a total
of SEK 12 (130) million. This decrease is also
due tothe particular conditions that have pre-
vailed during the year and that have resulted
in high electricity prices. The high electricity
prices have led toincreased imports and less
transiting through Sweden’.

Energy with-drawn during the year was
108.0 (101.7) TWh. The increase can primarily
be explained by the general economicrecovery
and the severe winter.

1Seealso the Comments section on Income Statement.

NETWORK REVENUE (MSEK) 2010 2009

National grid fees

Capacity charges 1,671 1,288
Energy fees 1,657 1128
TOTAL 3,328 2416
Congestion revenue 495 289
Transit revenue 12 130
Transmission on SwePol Link 245 214
Other network revenue 85 54
GRAND TOTAL 4,165 3,103
TRANSMISSION ON THE 2010 2009
NATIONAL GRID

Energy fed into the national 110.3 104.4
grid, TWh

Energy with-drawn from 108 101.7
the national grid, TWh

Max power outtake, MWh/h 18,727 18,265
(hour with highest power
extracted)

The input subscription increased while the
extractsubscription fellsomewhat compared
with 2009. The number of customers con-
nected to the national grid remained
unchanged at a total of 24 (24).

POWER SUBSCRIPTIONS FOR 2010 2009
THE NATIONAL GRID

Input subscription, MW 21,302 20,607

Extract subscription, MW 20,561 21,052

Number of customers 24 24

Transmission losses on the national grid
amounted to 2.4 (2.7) TWh, which was lower
thanlastyear. The reduction can be explained
by increased imports in Southern Sweden, as
well as less transiting and thus decreased
transmission from north to south, which has
led tolower transmissionlosses.

TRANSMISSION LOSSES ON 2010 2009
THE NATIONAL GRID

Energylosses, TWh 2.4 2.7
Percentage of extracted 2.2 2.6
energy, %

Maximum power losses, 758 963
MWh/h (hour with highest

energylosses)
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Operating income for transmission on the
national grid amounted to SEK 710 (256) million.
Operating revenue increased by SEK 1,076
million comparedwithlastyear. Theincreased
operating revenue can be principally
explained by increased congestion income
plus a higher national grid tariff, which
increased during 2010 to SEK 495 (289) million
and SEK 3,328 (2,416) million respectively.
Operating expenses increased by SEK 622
million compared with 2009, which is chiefly
due to higher costs for purchase of loss power,
SEK 1,269 (807) million, energy compensation,
SEK 443 (201) million, and energy compensa-
tion, SEK 181 (119) million. The costs for counter
trading, SEK 186 (304) million, fell during 2010
to more normallevels compared with lastyear.
The operating margin for the business sector
amountedto 16.8%, whichis 8.7 percentage points
betterthan the corresponding periodin 2009.
Svenska Kraftnat's principal goal is a high
level of reliability in the Network operation.

EARNINGS FROM TRANS- 2010 2009
MISSION OF ELECTRICITY

ON THE NATIONAL GRID

(MSEK)

Operating revenue 4,224 3,148
Operating expenses -3,514 -2,892
OPERATING INCOME 710 256

Reliability has been excellentduring 2010. There
were 224 (153) disturbancesin the grid duringthe
year, most of which were dealt with by the auto-
matic technical systems without having any
impacton powersupplies. Those disturbancesin
the national grid that it has not been possible to
deal with successfully have only resulted in
smallvolumes of energy not being supplied.

Ten disturbances led to power failures for
subscribers. The volume of energy that was not
supplied amounted to 5 (5) MWh. The number of
disturbancesin the national grid over a five year
periodis set out below.

DISTURBANCES 2010 2009 2008 2007 2006
Disturbances on the grid, no. 224 153 157 150 181
Ditto with power failure, no. 10 16 9 5 15
Energy not supplied (ENS), MWh 5 5 3 13 95
Power not supplied (PNS), MWh 43 37 58 37 156

SYSTEM OPERATOR FOR ELECTRICITY
System operator for electricity entails overall
responsibility for Swedish electricity supply
functioning reliably, and that electrical plants
interact so that short-term balance is main-
tained between production and consumption.
The Government has appointed Svenska Kraft-
natas system operator forelectricity. Svenska
Kraftnat sets targets for reliability that are
approved by the Government.

Voltage, frequency and flow of power must
be kept within setlimits to comply with the tar-
gets forreliability. Furthermore, there must be
sufficient production reservesin the system.

The principles for reliability are based on
a so-called n-1 criterion. This means that the
power system must be able to withstand the
most serious failure of an individual main
componentwithouta power failure occurring.

SvenskaKraftndt caninstructelectricity pro-
ducers, in return for commercial remuneration,

toincrease or decrease production of electricity
andinstruct network ownerstodisconnectelec-
tricity usersin emergency situations.

With the support of the Ordinance on Sys-
tem Responsibility, Svenska Kraftnat is per-
mitted to regulate requirements and obliga-
tions that must be observedinordertoensure
that reliability targets are achieved.. Among
other things, Svenska Kraftnatissues regula-
tions on the technical design of production
facilities (SVKFS 2005:2) and disconnection of
electricalinstallationsin critical operational
situations (SvKFS 2001:1).

Disconnectionis mobilised to prevent a total
breakdown of the power system when all other
options have been used. Disconnection of elec-
tricity users can take place both manually and
automatically. It must be possible to execute
manual disconnection within 15 minutes after
beingorderedtodo so by SvenskaKraftnatand it
can be put into effect in order to, for example,
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THE ELECTRICITY BALANCE

Svenska Kraftnat maintains Sweden's consump-
tionand productioninbalance. The frequencyisa
measurement of how the balance is being main-
tained. Production and consumption are in bal-
ance when the frequency is stable. For technical
reasons the Swedish electricity system is
designed for a nominal frequency of 50 Hz.

ELECTRICITY CONSUMERS

ELECTRICITY PRODUCERS

dealwith a powershortage situation. Automatic
disconnection is a form of system defence to
protect the system against collapse. Manual
disconnection has hitherto never been used.

Frequency regulation

The frequency changes in the system are a
measurement of load changes. Frequency
regulation and power balance is achieved
between production and consumption by
means of regulating turbines in the produc-
tion facilities. The peak power balance in a
power system must be carefully maintained
so that the frequency is maintained within set
limits, 50 Hz +/- 0.1 Hz.

Voltage regulation

The voltage in the national grid must be regu-
lated within set limits and it is an important
magnitude with respect to electricity quality,
transmission capacity and transmission
losses. Two kinds of voltage fluctuation can be
distinguished. There are both relatively slow
variations depending on the day-to-day varia-
tions in electricity usage, and fast variations
caused by switching objects that require a
largeload on and off, and major power fluctu-
ationsin the DC links with the continent.

Balance

Thevolume of revenues and expenses entailedin
being system operator are assignedin relationto
the management of the power balance. This is
dealt with by Svenska Kraftnat's Balance Service
andis called balance regulation.

Animportant part of the balance regulation
is the approximately 30 balance providers that
have signed agreements with Svenska Kraftnat
to take responsibility for balance. The compa-
nies have undertaken to plan theirinput of elec-
tricity (generation and purchase) and their
extraction (consumption and sale) for each hour
so that they balance each other. Svenska Kraft-
nat subsequently conducts a balance settle-
ment, or in other words, performs a financial
settlement of the imbalances that have arisen
when the measured values for production and
consumption are reported. A company that
reports a deficit one hour, buys the electricity
(balance power) thatis required to achieve a bal-
ance from Svenska Kraftnat. Correspondingly,
companiesthat have a surplus sell electricity to
Svenska Kraftndt. The price of the electricity
that is bought or sold is the hourly rate on the
electricity spot market with a surcharge for
expenses that Svenska Kraftnét has incurred in
starting or stopping production, the so-called

upwards-/downwards regulating price.

The automatic reserves that are used for
primary regulation are chiefly located at pro-
ducers with hydro-electric power production
and are procured on a weekly and daily basis.
To maintain the frequency within given limits,
the balance service activates upwards- or
downwards regulation based on a list of bids
from producersthat have the potential to start
orstop production. Svenska Kraftnatalso col-
laborates with the national grid companies in
our neighbouring Nordic countries to enable it
to always regulate the balance where it can
take place at the lowest price. A similar set-
tlement takes place between the Nordic
national grid companies as between Svenska
Kraftndt and the balance providers.

Capacity reserve

According to the Power Reserve Act, Svenska
Kraftndt is responsible for ensuring that a
capacityreserve of at most 2,000 MW is availa-
ble during the winter. A total of 1,892 MW were
purchased during the year, of which 583 MW
were used for consumption reduction. The
reserve contributes to managing electricity
supply evenduring extreme situations that can
arise in extremely cold weather conditions.
The capacity reserve is financed by a special
fee thatis paid by the balance providers.

The cost of the power reserve to the Group
during the yearamounted to SEK 76 (72) million.
During 2010 the power reserves have been uti-
lized partly for network reasons and partly for
balance reason. On two occasions the power
reserve was activated on Nord Pool Spot to
enable supply and demand to balance.

SYSTEM OPERATOR FOR 2010 2009
ELECTRICITY (MSEK)

Operating revenue 5,928 3,351
Operating expenses -5,887 -3,291
OPERATING INCOME 41 60

Operating revenue increased by SEK 2,577
million, or approx. 77% compared with 2009
and amounted to 5,928 (3,351) million. Reve-
nues for sold balance powerincreased by SEK
2,581 million compared with last year. Bal-
ancerevenuesand balance expenses are gov-
erned by the market price of electricity and
volumes of balance power. Theincreased rev-
enuesand costsduring 2010are primarily due
to high electricity prices, but also to discrep-
ancies in the balance providers’ forecasts.
Discrepancies in the balance providers’ fore-
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THE FIBRE OPTIC NETWORK
IN SWEDEN 2010

The fibre optic network that Svenska Kraftnat has
at its disposal transmits important information
for monitoringand control of the electrical power
system.

SVKFIBREOPTIC CABLE
PLANNED FIBRE OPTIC CABLE
— LEASED FIBREOPTIC CABLE

NORWAY

DENMARK

SWEDEN
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casts have led to Svenska Kraftnat needing to
buy and selllargervolumes of balance power.

Revenues from the balance providers for
the state power reserve amounted to SEK 79
(83) million. These revenues are accounted
during the winter months. The costs of the
power reserve arise during the winter months
as the agreements with suppliers are for one
year. Operatingincome amounted to SEK 41 (60)
million. The operating margin was 0.7%, which
is a deterioration of 1.10 percentage points
compared with last year.

During 2010 investments within System
Operator for Electricityamounted to SEK 19 (32)
million?.

TELECOMMUNICATIONS

Svenska Kraftndt has built a nationwide tele-
communications network to monitorand control
the national grid, extending from Malmad to upper
Norrland. Along with operating a cost-effective,
high-security electronic communications net-
work for tele- and data communication, this is
the objective set by the Government for Svenska
Kraftnat's telecommunication operation.

Today Svenska Kraftnat has a modern tele-
communications network with both a high level
of securityandahigh transmission capacity. The
telecommunications network consists of fibre
optic cable that is chiefly installed in the power-
lines’ earth wires. Svenska Kraftnat's telecom-
munications network currently consists of
approx. 7,500 km of its own fibre optic lines and
approx.2,500km of fibre optic cable thatisleased
from other network owners.

SvenskaKraftnat usesthe fibre optic network
to operate its own telecom network, with a mod-
ern telecommunications platform providing a
high level of reliability and transmission capac-
ity. Thetelecom networkisanimportantelement
in maintaining a high level of reliability in the
power transmission network, particularly dur-
ing the development phase in the event of any
major disturbances in the country’s electricity
system. Inordertoguaranteereliable operation,
the telecom network is provided with a reserve
systeminthe form of batteriesand diesel gener-
ators.

During 2010 the fibre optic network has
been extended by a total of 240 km in the fol-
lowing sections: Dannebo-Forsmark, Hamra-
Angsberg-Vittersjd, Storfinnforsen-Stugun,
Stackbo-Angsberg.

The high capacity in the telecom network
enables Svenska Kraftnat to lease communica-
tions capacity to external customers. Svenska
Kraftnatleases out so-called black fibre (optical

fibre without physical terminus equipment) to a
number of large telecom operators, among oth-
ers. Furthermore, active connections areleased
out in the form of capacity to energy companies
for their operations communication.

DuringJanuaryand Februarytherewere dis-
turbances to the fibre-optic network in central
Norrland. Aninvestigation has been undertaken
consisting of extensive measurementsand tests
toboth new earthwires and those affected by the
disturbance. Parts of these earth wires will be
dismantled and analysed during spring 2011. All
sections that were replaced during 2010 have
functioned without defect during the cold period
in November and December 2010.

Svenska Kraftnat's communication coped
with serious disturbances comparatively well
asthe network is structured with several redun-
dant walls. However, the external black fibre
customers were affected by disturbances.
Duringthelatterhalfoftheyearseveral sections
of fibre have beenreplacedinordertoreducethe
risk of fresh disturbances during forthcoming
winter periods. However, due to the lack of
opportune power failures, not all sections with
problems have been rectified prior to this sea-
son, the remaining replacementswillbe madein
the summer. Alternative solutions have been uti-
lizedin these cases.

During the next five years Svenska Kraftnat
needstoinstallapprox. 1,500 kmfibreinorderto
maintain the extensive rate of investment in the
national grid.

Operating income consists of revenues
from external customers for leasing black
fibre and active connections, leasing antenna
locations primarily to mobile phone operators,
andinternal revenues (calculated according to
astandard) from the business segment, Trans-
mission of electricity on the national grid.

The revenue earned on commercial tele-
communications operations amounted to SEK
59 (58] million and operating income was SEK
32 (37) million. With a calculated interest of 7%
on employed capital, the operating profit for
the financial year was SEK 25 (29) million.
Within the Telecommunications segment,
Svenska Kraftnat has additional external reve-
nues amounting to SEK 13 (10) million from
leasing of data networks, telephone networks
and antennalocations on masts and pylons.

The total revenue for Telecommunications
was SEK 126 (123) million. Included in this is
SEK 54 (54) million in internal revenues from
the Network business segment. Operating

2Furtherinformation is available in note 8.




income amounted to SEK 27 (36) million. Invest-
mentswithinthe telecommunication operation
for the year amounted to SEK 12 (86) million.

TELECOMMUNICATIONS (MSEK) 2010 2009

OPERATING REVENUE

External 72 69
Internal 54 54
TOTAL 126 123
OPERATING EXPENSES

External -50 A
Internal -49 -43
TOTAL -99 -87
OPERATING INCOME

External 22 25
Internal 5 11
OPERATING INCOME 27 36

SYSTEM OPERATOR FOR NATURAL GAS

Inits role as system operator, Svenska Kraft-
nat hasoverall responsibility that the balance
betweenthe feed-inand withdrawal of natural
gasin Swedenis maintained. This takes place
through monitoring the pressureinthetrans-
mission network and taking any measures
necessaryinconnectionwithimbalances. The
contractual relation with the balance provid-
ers includes regulating the imbalances that
arise if the planned feed-in does not corre-
spond to the actual withdrawal.

Withdrawal has increased during 2010,
leadingtoanincreaseinthe energy consump-
tion charge that Svenska Kraftnat levies from
the balance providers compared to 2009.
Operating revenue for 2010 was SEK 49 (57)
million. Expenses for the business segments
amounted to SEK 45 (54) million. Operating
income amounted to SEK 4 (3) million.

NATURAL GAS (MSEK) 2010 2009
Operating revenue 49 57
Operating expenses =45 -54
OPERATING INCOME 4 3
CHARGEABLE ACTIVITIES

Renewable electricity certificates

Sweden introduced an electricity certificates
systemin 2003 to promote renewable electric-
ity generation. The Act gives producers of

renewable electricity the opportunity to
receive one electricity certificate per MWh of
electricity generated. The certificates can be
sold to electricity suppliers and electricity
consumers, who are obliged to purchase elec-
tricity certificates corresponding to a certain
proportion of their sales and consumption
respectively.

Svenska Kraftnat is the accounting author-
ity with the task of issuing and keeping account
of the certificates. The Swedish Energy Agency
isresponsible for other official tasks.

During 2010 Svenska Kraftnat issued 17.5
(15.5) million electricity certificates. Approx.
30 million electricity certificates were issued
duringtheyearatanaverage price of about SEK
295 per electricity certificate. Since the intro-
duction of the system some 101 million certifi-
cates have beenissued.

Wind power is the only type of production
thatis entitled to certificates thathas enjoyed a
percentageincrease duringtheyear, the others
have fallen. Wind power has gone from a share
0f 16.0% during 2009 to 19.9% during 2010. Elec-
tricity generated from biofuels has accounted
for approx. 65.3% of production entitled to cer-
tification and hydro power for approx. 14.8%.

Security of supply fee

According to the Ordinance (2008:1330) on cer-
tain chargesin the natural gas area, each net-
work owner must pay a security of supply fee to
Svenska Kraftnat, of which half the fee goes to
the Swedish Energy Agency. The purpose of the
fee is to secure funds for infrastructural
improvementsinthe gas market, aswellasfor
work on security of supply within Svenska
Kraftnat. Svenska Kraftnat came to an agree-
ment with the natural gas sector that these
funds should be used to hold aworkshop within
the area of risk and vulnerability, and also to
prepare an industry-wide exercise during
20113,

Guarantees of origin

A new Act on guarantees of origin came into
effecton 1 December 2010. The implication of
the new Act is that it is not just renewable
electricity that can receive guarantees of ori-
gin, but all electricity that is generated. The
Act also makes guarantees of origin an elec-
tronic document that can be issued, trans-
ferred and rescinded. Svenska Kraftnat is the
guaranteeing authority with the task of issu-

3These activities are described in the chapter on con-
tingency planning and security.
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ing and keeping account of the guarantees of
origin. The Swedish Energy Agencyisrespon-
sible for other official tasks.

CHARGEABLE 2010 2009
ACTIVITIES (MSEK)

OPERATING INCOME

RENEWABLE ELECTRICITY

CERTIFICATES

Account fee 6 6
Administrative fee 0 0
Total 6 6
Security of supply fee 1 0
TOTAL OPERATING INCOME 7 6
Operating expenses elec- -4 -4
tricity certificates

Operating expenses secu- 0 0
rity of supply fee

TOTAL OPERATING -4 -4
EXPENSES

OPERATING INCOME 3 2

Total operatingincome forthe chargeable activ-
ities business area increased and during 2010
amounted to SEK 7 (6) million. This income
includes an administrative fee of SEK 9 (15) thou-
sand. Operating expenses were SEK 4 (4) million
and operating income was SEK 3 (2) million.

CONTINGENCY PLANNING AND SECURITY
Svenska Kraftnat acts to reduce the risks of
serious disruption to society through exten-
sive disturbances within the supply of elec-
tricity and natural gas, as a result of dam fail-
ure or high water flows. Further, that the
overall resources available for electricity
supply, resources from the Swedish Armed
Forces and from civil defence activities as
well as from other actors can be coordinated
and combined in the event of serious disrup-
tions to electricity supply in peace time.
Finally, readiness shall be maintained for fast
and effective command and information
inputsin the event of damage to dams or seri-
ous disruption to the electricity supply in
peace time.

The supply systems for electricity and nat-
uralgas should be built, maintained and oper-
ated in a way that is robust and resistant
enough to withstand even severe strains with
reasonable consequences for society. The
vulnerabilities that existin the system cannot
be entirely prevented or built out. There
should therefore also be adequate repair and
crisis management capacity.

Threats and risks

InNovember2010, Svenska Kraftnat submitted
a report to the Government and the Swedish
CivilContingencies Agency (MSB) based on the
risk and vulnerability analyses from 2008, 2009
and 2010, including a capacityassessment. The
report contained an analysis and account of
vulnerable areas, threats and risks that can
have a particularly serious impact on the
capacity to operate within the area.

The administration of the national grid

and the foreign links

During autumn 2010 Svenska Kraftnat ana-
lysed the presence of European critical infra-
structure (ECI) within the national grid in
relation to the overall and specific sector cri-
teria that are in directive 2008/114/EC. After
consultingwith the Nordic countries, Svenska
Kraftndt is of the opinion that there are no
installations or activities in the system/
national grid that should be classified as ECI.

Development of electricity contingency planning
In June 2010 Svenska Kraftnat presented
analyses and proposals for changes to the
Power Contingency Act (1997:288) on the Gov-
ernment’'s behalf. The report describes a
gradual development of electricity contin-
gency planning and the need for substantial
work on risk and vulnerability analyses, as
well as a more long-term focus on system-
wide contingency measures, including the
development of fundamental security levels.

Electricity contingency funds
Svenska Kraftnat is responsible for allocation
of fundsforthe measuresthatareimplemented
according to the Power Contingency Act and
that are financed through holders of network
concessions paying a fee in accordance with
the Electricity Act. From the start of 2010 the
funds that relate to electricity emergency
measures are allocated under the appropria-
tion, 1:11 Electricity contingency planning
withinexpensearea2l Energy. For2010thelet-
ter of governance estimates SEK 250 million for
electricity contingencyplanningandinthe pro-
posedbudget, a correspondingamountfor 2011
and 2012. During the year Svenska Kraftnat has
also received a saving from 2009's allocation
2:4, of SEK 32 million.
Theitemreferstocompensation for meas-
ures determined according to the Power Con-
tingency Act and to cover the expenses Sven-
ska Kraftndt incurs in exercising official
authorityin accordance with this Act.
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Measures instituted during 2010 with

the support of the Power Contingency Act

In order to increase the capacity of socially
important activities to withstand serious dis-
turbances, operations during 2010 have been
principally focused on gas turbines, procure-
ment, operation and maintenance of stored
strategic emergency equipment, and meas-
ures to increase security and installation of
back-up powerandincreased battery capacity
in regional network stations. Activities and
funds have also been used for research and
developmentwithin dam safety and the area of
electricity supply.

To increase the emergency management
capacity for electricity supply, activities have
been focused on ensuring communication with
important facilities, including introduction of
the Rakel communications system, as well as
operation and maintenance of the reporting
tool, Susie. In addition, training and exercises
with staff have been promoted within the area
of electricity supply. Island operation ability*
has been strengthened through updating com-
munication plans, refresher courses and
"black-start” tests. The crisis management
capacity has also been reinforced through
training and exercise with personnel from vol-
untary defence organisations.

Dam safety

Svenska Kraftndt will promote dam safety in
the countryandacttoreducetherisksof severe
pressures on society through dam failure or
high water flows. The task of monitoring and
participating in the development of dam safety
in the country includes responsibility for
supervisionwith regardtoissues of dam safety,
highlighting the need for research, monitoring
theimpact of climate change on dam safety and
acting to ensure that possibilities of reducing
damage from floods are utilized.

InJune 2010 Svenska Kraftnat presented a
review of state initiatives for dam safety to the
Government. The report deals with dam safety
and preparedness for dam failure with respect
to dam owners' self regulation, authorities’
supervision and guidance, as well as financ-
ing issues. Svenska Kraftndt considers that
dam safety needs to be developed. Strength-
ened government initiatives are chiefly justi-
fied by the presence of dams that, besides the
danger to many people's lives and health,
would cause serious disruptions to socially
important activities in the event of dam fail-
ure.Work commenced during 2010in dialogue
with the concerned dam owners and authori-

ties, toidentify which dams belong to this cat-
egory,andtodevelop procedurestostrengthen
supervision and guidance for this.

Development is underway in the power
generating rivers - Lule &lv, Skellefte &lv,
Ljungan, Ljusnan, Indals&lven, Daldlven and
Gota dlv - with the participation of both dam
owner and municipalities and county adminis-
trative boardsin ordertoorganise and coordi-
nate contingency planning for dam failures.
The work is following a model that was pre-
pared in a previous pilot project (Ljusnan).
During 2010 information about contingency
planning for dam failure has been made avail-
able for the public along the Ljusnan River.
Svenska Kraftnat's objective is that coordi-
nated contingency planning should bein place
inthetenlarge powergenerating riverswithin
afewyears.

Natural gas supply - Fundamental

safety measures and security of supply
During 2010 Svenska Kraftnat held aworkshop
in conjunction with the industry on risk and
vulnerability and the capacity to withstand
and deal with disturbances. Comprehensive
work has also been undertaken to enable
implementation of an industry-wide exercise
inJanuary 2011,

Communication (the Rakel system)

Svenska Kraftnat is engaged in introducing
Rakel in both its own operations and within
electricity supply in a concrete and direct
manner. It is doing this through, among other
things, providinginformation about, investing
in and using Rakel within its own operations,
within contingency planning for electricity
and by developing use of Rakelin theindustry.
During 2010 Svenska Kraftnat has pushed for-
ward the work of introducing Rakel in the util-
ity's organisation and plants, as well as at the
maintenance and service contractors that it
engages. Rakel will be introduced into the
operation during the first six months of 2011.

4Means thatan electricity systemis operated locally
within alimited geographic area (production,
transmission and consumption). The area may have
been disconnected automatically from the rest of the
network or planned for island operation.

»A LEADING ROLE FOR A
SECURE AND SUSTAINABLE
ENERGY SUPPLY «



08. RENEWABLE
ELECTRICITY
PRODUCTION

Together with other control mechanisms, the
EU’'s climate objectives comprise powerful
driving forces to move electricity generationin
the direction of renewable forms of energy. In
Sweden it is the renewable electricity certifi-
cate system that provides the prerequisites for
an expansion of renewable electricity genera-
tion. The system of renewable electricity cer-
tificates was originally introduced in 2003. The
target then was to increase the proportion of
renewable electricity generation by 2016 by 17
TWh compared with 2002's level. In June 2009
Sweden's Parliament decided to further raise
the target in the renewable electricity certifi-
catesystem. The newtargetis now thatproduc-
tion of electricity from renewable energy
sources willincrease by 25 TWh from the level
in 2002 by 2020. During 2009 electricity produc-
tion from renewable sources of energy and
peat® amounted to 15.6 TWh. In comparison
with 2002 thisis anincrease of 9 TWh.

To judge from the focus of energy policy and
the expansion plans that are in place, it is pri-
marily wind power that is going to be substan-
tially developed in the foreseeable future in
Sweden. The Swedish Parliament has set up a
planning framework to enable the construction
by 2020 of 30 TWh of wind power for electricity
output, 20 TWh of which is on land and 10 TWh
at sea. This can be compared with the total
electricity production from wind turbines in
2009 which amounted to some 2.5 TWh.

Svenska Kraftnat views facilitating a
large-scale introduction of wind power in the
power system as a task of great social impor-
tance. It requires a flexible and solid national
grid, a requirement that is always at the fore-
frontof our priorities and studies. The number
of enquiries regarding connection of newwind
power plants to the national grid is gradually
increasing. The document »Guidance for con-
nection of wind power to the national grid« is
available on Svenska Kraftnat's website with

the aim of providing different actors with
information on how Svenska Kraftnat deals
with and assesses enquiries regarding con-
nection of wind power to the national grid.
Together with the three large regional net-
work owners, E.ON Elnat AB, Fortum Distri-
bution AB and Vattenfall Eldistribution AB,
Svenska Kraftndt maintains and updates a
database of the enquiries for network connec-
tion of planned wind power plants that are
received by each network owner. A summary
shows that over 35,000 MW of wind power is
planned in Sweden. Not all this wind power
will be built, at least not in the short-term as
the total far exceeds the national targets that
have been set. However, it does indicate a
great interest in building wind power in Swe-
den. For network operators this involves
implementing the necessary network rein-
forcementsto enable the new plantsto be con-
nected. This will be a major challengein com-
ing years as it is not possible to know in
advance which of these wind power projects
will actually be built, as well as the fact that it
usually takes considerably longer to build
powerlines than wind turbines due to the time
takenin processing applications.

During 2010 Svenska Kraftnat has been
involved in facilitating the establishment of
wind power and renewable energy in numer-
ous ways. Asmall selection follows below.

VINDLOV

The Swedish Energy Agency has been com-
missioned to develop a web-based service to
make it easier forinvestorsto manage the per-
mit application process for wind power. Sven-
ska Kraftnat has participated in this work.

VINDFORSK III

Vindforsk is a jointly-funded programme for
basic and applied research into wind power.
The Energy Agency funds 50% of the pro-
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gramme's costs. Svenska Kraftnadt and other
energy and industrial companies are financ-
ing the other half. The programme is planned
to run for four years, 2009-2012, with a total
budget of around SEK 80 million. The focus of
the programme is primarily the technical
aspectsof wind power anditis divided into the
following areas: Thewind resource and estab-
lishment, cost-efficient wind power facilities
and planning, optimum operation and mainte-
nance, wind power in the power system and
business intelligence and standardisation.
Svenska Kraftnatis involved at both the board
levelandin one of the steering committees for
Vindforsk III. Furthermore,a number of Sven-
ska Kraftnat's staff are contributing valuable
knowledge to the projects in Vindforsk III
through participationin reference groups.

Svenska Kraftndt is also conducting a
number of studies and projects with a bearing
on wind power. Numerous studies are being
conducted in conjunction with wind power
developersand other network ownerswith the
aim of joint finding the network connection
solutions that are most economic to society.
The most extensive studies follow below.

NORTH-SOUTH STUDY
A network study has been conducted together
with Statnett, our Norwegian equivalent,
against the backdrop of the comprehensive
plans forexpansion of wind powerin Northern
Sweden and Northern Norway. The study has
surveyed the extent of the planned production
expansion and also evaluated the transmis-
sion requirement that this expansion entails
and which measures need to be taken. The
study will comprise the basis for decisions on
reinforcement measuresin the two countries.
Alongside this study, a studyisalsounder-
way with the focus on more local reinforce-
ment measures in Northern Sweden. The
work is being conducted in conjunction with

Vattenfall Eldistribution AB and covers the
counties of Norrbotten and Véasterbotten, as
well as parts of Vasternorrland, where a total
of approx. 12,000 MW of wind poweris planned.

MARKBYGDEN

The Markbygden wind farm comprises part of
thelargeamount of wind powerthatis planned
in Norrland. Itis a 450 km2 area outside Pited
where applications have been submitted to
build wind power. The estimated output may
amount to 4,000 MW if the plans are followed
through. The development will take place in
stages and will also require that the network
isexpandedinstagestoenableitto handle the
large input of power. During 2010 Svenska
Kraftndt made an investment decision on
stage 1, comprising a new national grid sta-
tion. A study is underway at Svenska Kraftnat
regarding a connection point to the national
grid for stage 2, and also the requirement for
further network reinforcements for the forth-
coming stages in the wind power develop-
ment.

GOTLAND

Inviewof Gotland's excellent wind conditions
and the municipality's overall planning for
wind power, Svenska Kraftnathas madeagen-
eral decision to connect Gotland to the
national grid via a DC link to the mainland.
Work is currently underway on the permit
process and preliminary planning in relation
toinvestment decisions and procurement.

5Peatis notregarded as arenewable source of energy,
butis covered by the renewable electricity certificate
system.
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09. INTERNATIONAL

COOPERATION

Svenska Kraftnat is engaged in delivering
increased integration and harmonisation of
the Nordic country's electricity markets and
electricity networks, aswellas further devel-
opment of electricity market cooperation
within Europe with the aim of promoting an
internal market for electricity.

THIRD INTERNAL ENERGY
MARKET PACKAGE

The EU’s third package of legislation on the
internal market for electricity and gas has
resulted in an increased requirement for
SvenskaKraftnatto have a European presence
and focus. The internal energy market pack-
age will come into effect on 3 March 2011. On
the part of Svenska Kraftnat, the work is con-
ducted principally within ENTSO-E¢, the coop-
eration organisation for the European national
grid companies. ENTSO-E's tasks include two
that are of particular importance and that are
described in the third package. These are to
draw up a ten-year European network devel-
opment plan? and to draft binding rules (so-
called grid codes) that apply for Europe as a
whole within a number of different areas.

The network development planis not bind-
ing per se, but nevertheless, does specify
planned projects and where network rein-
forcements are needed. The plan will be
updated every other year and in June 2010
ENTSO-E presented the first version®. Devel-
opment of infrastructure has been one of the
major issues for energyin Europe during 2010
and Svenska Kraftndt has been strongly
involved in the work.

The work of drawing up the binding rules
has already started within the area of »techni-
calrequirementsongenerators«?and prepar-
atory work has commenced for market inte-
gration and congestion management. This is
animportantarea for Svenska Kraftnat so that
it is able to have an influence and ensure that

the rules that are drawn up harmonise with
the Swedish ones.

The procedure that the commission initi-
ated in relation to Sweden, and to a further 24
European countries, in connection with
announcement of the third energy package, has
proceeded during 2010. The procedure entails
apossible violation of existing EU legislation®®.
During 2010 the Commission fundamentally
questioned whether the foreign links, SwePol
Link and Baltic Cable, were beingmanagedina
fully market-oriented manner. Sweden has
responded to the observations.

MARKET COUPLING
Theintegration of marketsin Europe hasbeen
a major issue during 2010. Models corre-
sponding to the Nordic model, where flows of
power over links and area prices are deter-
mined simultaneously through so-called
implicit auction, are being sought as a Euro-
pean target model. A European grouping,
called AHAG", with members from several
different groups of actors, has beenworking to
produce a joint picture of how the electricity
market should function. Partial results were
presented atthe Florence Forumin December
2010 and the work will continue during 2011.

Furthermore, during 2010 Svenska Kraft-
nat has beeninvolved in several projects with
the aim of integrating Sweden and the Nordic
countries with adjacent countries through so-
called market coupling. It can be mentionedin
particular that the market coupling between
the Nordic countries and Germany has been
enlarged so that all of Central Western
Europe' is included in the market coupling
that goes under the name of ITVC'. The new
model, which includes the Baltic Cable
between Sweden and Germany, was intro-
duced on 9 November 2010.

It is also worth mentioning here that dur-
ing 2010 work has been conducted with the aim

of further advancing the integration of the
Nordic countries with Central Western
Europe. The system operatorsin the area are
working to achieve a common model for both
day-ahead-trade and intraday-trade.

During 2010 market coupling was also
introduced between the Nordic countries and
Poland. The coupling was made through the
SwePol Link electricity link and was imple-
mented on 15 December 2010. This means that
all connections between Sweden and adjacent
countries are now being managed according
to current market principles.

NORDIC HARMONISATION

During the year Svenska Kraftnadt and Statnett
have implemented a shared project on future
scenarios for Swedish-Norwegian network
development. The scenarios are animportant
basis for joint planning of future network
expansion.

The work that Svenska Kraftnat initiated
together with Statnett in 2009 with the aim of
producing a common model for balance set-
tlement has been expanded during 2010 to
also include Fingrid and Energinet.dk, the
system operating companies in Finland and
Denmark respectively. Aproposal fora model
for balance settlement has been drawn up.
The model will be presented in a report in
early 2011 and submitted to the actors in the
electricity market. The work constitutes asig-
nificant step towards the creation of a com-
mon Nordic end customer market.

DEVELOPMENTS IN THE

BALTIC STATES

Development of the electricity market in the
Baltic States and integration with the Nordic
market madeimportant progress during 2010.
Besidesthe ongoing construction of the Nord-
Balt electricity link, the Baltic market has
been tied more closelyinto the Nordic market
through, among other things, the incorpora-
tion of Estonia as a bidding area in the Nordic
electricity exchange that is operated by Nord
Pool Spot.

6 ENTSO-E (European Network of Transmission System
Operators - Electricity) was set up as early as
December 2008, but started operationsin June 2009
with the aim of fulfilling the provisions of the third
internal energy market package.

7Ten Year Network Development Plan (TYNDP).

8 The first plan [TYNDP)is regarded as a pilot project
as, among other factors, the third package has not yet
comeinto effect.

9 Requirements on Generators.

10 EU legislation on the internal market for electricity
and gas, more specifically Electricity Regulation
(1228/2003), Gas Regulation (1775/2005), Electricity
Directive (2003/54/EC) and Gas Directive (2003/55/EC).
11 Ad Hoc Advisory Group (AHAG).

12 Germany, France, Belgium, The Netherlands

and Luxembourg.

13 Interim Tight Volume Coupling (ITVC) has the aim of
ensuring that market couplingis of the volume
coupling type.




10. R&D ACTIVITIES

Svenska Kraftnat shall contribute to and support
technicalresearch, developmentand demonstra-
tion within the fields of electricity transmission
and electricity distribution. The aimislong-term
improvement of the national grid and system
operations with respect to reliability, efficiency
and environmental compatibility. Development of
knowledge and expertise in conjunction with the
universitiesisalsoa prioritised area.

Researchand developmentisalsosupported
within the area of dam safety as well as risk and
vulnerability issues for the power system. We
often undertakes research and development in
collaboration with companiesin the industry via
the jointly owned Elforsk AB.

Svenska Kraftnat is also joint owner of the
development company Stri AB in Ludvika.
Research and development projects are often
carried outin collaboration with the co-owners.
In addition a number of joint projects are under-
way with the Nordic national grid companies.

During 2010 we used SEK 21 (20) million for
research and development. Some of the projects
undertaken are described below:
> Amethod of non-contact temperature moni-

toring of disconnectors has been builtin pro-

totype. We are now planning for a testinstal-

lationduring 2011.
> Further development of power system mod-

elsfor Svenska Kraftnat's power system

simulator, Aristo. The simulatoris used for
operational analysis and power system
studies. Itisalsoimportant that the simula-
toris usedinuniversitiesin orderto contrib-

the Nordic network’s dynamics, and inthe
longerterm provide a means of control for
the networks. Master degree projects have
beenundertakenatKTH, resultingina
closer collaboration during 2011.
SCADA-securityis a newinitiative within
information- and operating systems,
established during 2010. A collaboration
is taking place between KTH, FOI and
Svenska Kraftnat, in which we are financ-
ingresearchatKTH.

New techniques for better assessment of
status and risk of disturbances due to tall
treesin powerline corridors have been
studied, using two different techniques. The
firstone uses advanced measuring tech-
niques withlasers. The second methodis
based on three dimensional photography
combined with advanced computerised
interpretation. The goalduring 2011is to
introduce the method thatis most appropri-
ate for our maintenance operations.
Support for the universities' Elektra
research programme has been approved
until the end of 2012. There has also been
direct support for universities for certain
research projects.

Support for Vindforsk has been approved
untilthe end of 2012. The principle focusis on
theimpact of wind power on the network.
Initiatives within »smart grids« have
beenstudied. Asan elementinthiswe are
participatingin an Elforsk projectinthe
areathat startedin 2010.

uteto strengthening expertise.
Knowledgeis being developed around so-
called HVDC-VSC technology Voltage
Source Converter) for power transmission
onlandandat sea. Collaborationis under-
way with consultants and universities.
Nordic network for knowledge and research
on Phasor Measurement Units. This new
technology can deliver betterinformation on

Svenska Kraftnét supports development of
knowledge and expertise within dam safety,
partlythrough R&D projectsand partly through
support of the Swedish Hydro Power Centre,
SVC. During 2010 support was provided for
sometenprojects,includingwarningthe gene-
ral publicinthe event of dam failure, discharge
safety, risk analyses and flow rates from the
perspective of climate change.
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11. ENVIRONMENT

Svenska Kraftnat's vision is to play a leading
roleinasecure and sustainable energy supply.
This is the basis for the utility’s new environ-
mental policy. Undertakings are also made
with regard to developing energy efficient and
environmentally-compatible solutions for
transmission of electricity on the national grid,
as well as facilitating the expansion of renew-
able energy. Work in relation to the environ-
ment will contribute to achievement of the
national environmental quality objectives.

ENVIRONMENTAL WORK
CONCERNS EVERYBODY

One objective for Svenska Kraftnat is to develop its
environmental management system so that it can
be certified according to the environmental man-
agement standard ISO 14001 during 2011. During
the last year work has also been focused on ensur-
ingthat SvenskaKraftnatfulfilsthe requirementsin
the Ordinance on Environmental Management in
Government Authorities (2009:907).

The environmental review from 2003 has
been updated. The significant environmental
aspects that should constitute the basis for pri-
oritiesinthe environmental work are:
Impactonthe climate:
> Energylossesand electricity consumption.
> Emissions of the greenhouse gases carbon

dioxide and sulphur hexafluoride.
Handling of hazardous substances:
> Theheavy metals mercury, cadmiumandlead.
> The chemicals PCB and creosote.

Svenska Kraftnat's activities are also lead-
ing to a positive environmental impact, which
should be emphasised in the environmental
work. Examples of this are that strengthening
of the national gridis facilitating the expansion
of renewable energy and reducing totallosses.
Another positive environmental aspect is that
many power line corridors are home to a rich
plant- and animal life.

With the environmental review as the start-

ing point, all units have discussed environmen-
talissuesin their own operations. Environmen-
tal objectives, plans of action and routines have
subsequently been prepared.

An account of the environmental manage-
ment work is also submitted to the Ministry of
Industry, Employmentand Communicationsand
the National Environmental Protection Agency
in February every year. The account includes
specified key figures for three different areas -
travel on official business, energy and environ-
mental requirementsin procurements.

ACTIVITIES TO REDUCE

CLIMATE IMPACT

The national grid’s energy losses have been
dealt with from an environmental perspective
during the year. The main motive for minimis-
ingthelosses arethe costs, however, there are
also reasons to emphasise the environmental
aspects. Line outages cause an increase in
losses in the network. Procedures have there-
fore been developed to give the losses
increased focus in connection with planned
outages. The “Live Working” (AMS] method
delivers a significant environmental benefit in
that stoppages, and thus also unnecessary
energy losses, are avoided. For the first time
Svenska Kraftnat has replaced pylons and
dampers using the method. During 2011
replacementofanearthwireisalsoplannedon
a400kVline using AMS.

It has been routine procedure within the IT
operationforsomeyearstoworkwithvirtualisa-
tionand consolidation of serversinthe computer
suites. Further opportunities forenergy efficient
IT operation have been discussed. A review of
new technical solutions for communication,
including new video conferencing equipment,
has commenced. Properly functioning commu-
nication equipment can save alot of travel.

In compliance with the Ordinance (2009:893)
on Energy Efficiency Measures for Government




Agencies, during the year Svenska Kraftnat has
reported planned energy efficiency measures to
the Energy Agency. Asthereisagreater potential
for energy efficiencies in station buildings than
in the utility’'s office premises, the parent com-
pany has chosen toimplement measuresin sta-
tions. Aplanofactionfor2011 hasbeendrawn up.

Conflicts between local and global environ-
mental interests are common in development
projects. One example of thisduringthe pastyear
isthe extensiverequirement for removal oflarge
amounts of material from an ongoing station
construction, with large carbon dioxide emis-
sions as a consequence. Svenska Kraftnat's
ambitionistoselectthe bestsolutionfromasus-
tainability perspective and therefore intends to
deal with the material within the station area.

For many years Svenska Kraftnat has been
pursuing systematic work to limit emissions of
sulphur hexafluoride (SFé). In 2010 there was
very little leakage of the greenhouse gas SFé,
lessthan 0.2%.

ENVIRONMENTAL REQUIREMENTS
IN CONTRACTS

The new environmental requirements that were
introducedin 2009 for construction andinstalla-
tion contracts now also applyin the new mainte-
nance contracts. Since 1998 environmental
requirements have been compulsoryin the con-
tractsandtherequirementshave beengradually
tightened. Dialogue on environmental issues
works well with the majority of contractors.
There is great interest in areas including the
web-based environmental training for contrac-
tors that Svenska Kraftnat has produced.

We have also implemented a number of
environmental auditsin contracts during 2010.
Examples of shortcomings that were noted in
the audits are poor communication of Svenska
Kraftndt's environmental requirementsto sub-
contractors and suppliers, and absence of var-
ious types of documentation.

RESPONSIBLE HANDLING OF
HAZARDOUS SUBSTANCES
Animportant aspect of the environmental work
is ensuring that hazardous substances are not
dispersed in nature. Some older 220 kV power
lines in the national grid are constructed with
wooden poles impregnated with creosote. New
poles that have to be installed should have dry
surfaces and be non-sticky when erected, but
this is not always the case. Sticky poles are a
work environment problem for the fitters, but
also an environmental problem if creosote is
spread from the poles outinto surroundingland.

Duringtheyeardiscussions have been held with
both contractors and manufacturers of wooden
poles on how to resolve the problems of poles
thatleak creosote.

Surface protection on hundred year old steel
pylons was refurbished in a 220 kV powerline
beside Gota Canal. The existing surface treat-
ment was red lead with varying types of top coat.
Majordemandsonenvironmental considerations
were set in connection with implementation,
which is why the pylons were hydroblasted prior
to repainting. The method only leaves paint resi-
dues as waste, which can be easily collected up.

InJulyareactor broke downinAlvesta. The
majority of the 500 litres of oil that leaked out
were contained in oil pits underneath the reac-
tor, but a small amount of oil sprayed outside.
To avoid further leaks 6,000 litres of oil were
drained out of the reactorimmediately after the
breakdown and 700 kg of substances were
decontaminated.

ENVIRONMENTAL PRIZE FOR
DESIGN OF TRANSFORMER
SUB-STATION

In March Svenska Kraftndt awarded its envi-
ronmental prize for the fourth time. The prize
went to SandellSandberg Architects for the
design of a new national grid station in Dan-
deryd. The station will be located in close
proximity tohousesandrecreationalareasand
will have a visual effect on the surroundings.
The architects’ design enables the construc-
tion of an air-insulated switchyard that is well-
adapted to the surrounding environment. An
air-insulated switchyardis advantageous from
aglobalenvironmental point of view compared
with a gas-insulated switchyard where the
greenhouse gas SFé6is used asinsulation.

COOPERATION ON THE
INFRASTRUCTURE'S BIOTOPES
Duringtheyear Svenska Kraftndt hasworkedin
conjunctionwith the Swedish Board of Agricul-
ture, the Transport Administration, Swedavia
andthe Swedish Biodiversity Centre (CBM)ona
joint project concerning the infrastructure’s
biotopes. Anapplication for funding for the pro-
ject has been submitted to the EU fund LIFE+,
the EU’s financing programme for environ-
mental projects. The aim of the project is to
develop new maintenance methods for road-
sides, embankments, powerline corridors and
airports, which will promote increased biodi-
versity. If the funds are awarded the project
will startin 2012.
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12. EMPLOYEES

Distribution according to age and gender
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AN ATTRACTIVE EMPLOYER
Svenska Kraftnat shall be an attractive
employer with competent employees who are
contentintheirwork. The utilityis a knowledge
intensive organisation. This requires focus on
the utility having the correct skills for the roles
in the organisation thatinvolve responsibility.
Similarly to many otherorganisationsinthe
electricity industry, Svenska Kraftnat has an
age profile with alarge number of retirements
inthe next fewyears. Astructured programme
is therefore in place for skills analysis and
active transfer of expertise toyounger employ-
ees. A growing organisation places particu-
larly high requirements on a planned manage-
ment provision, which also includes a focus on
increasingthe proportion of female managers.
Continued initiatives to ensure a satisfactory
working environmentand activities to promote
good health, gender equality and diversity are
important elements in future-oriented skills
provision.

During 2010 the high rate of investment has
had a significant impact on the need to review
skills provision within Svenska Kraftnat. Dur-
ing the year the rate of recruitment has
remained atahighlevel, as hasthethe need for
all employees to develop their expertise. A
shortage of resources hasarisenwithinanum-
ber of specialist technical fields.

The number of permanent employeesin the
Group at year end was 376, converted into full-
time employees this is 360 (325), of which 247
(230) are men and 113 (95) women. Staff turno-
ver amounted to 4.3 (5.3) %, including retire-
ment. Sick leave during the year was 2.1 (1.6) %.
The average age within Svenska Kraftnat is 45
(45). Distribution according to age and gender
for permanentemployeesinthe Groupisshown
inthe diagram above.

A total of 52 employees are due to retire
from Svenska Kraftndt within the next five
years. Itisworth noting the even gender distri-
bution among the younger employees.
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SKILLS PROVISION - GOALS

AND OUTCOME DURING 2010

During 2010 Svenska Kraftnat set up five tar-
get areas its skills provision work. These tar-
get areas were skills planning, work environ-
mentand health, gender equalityand diversity,
leadership and vision and values.

SKILLS PLANNING

The target for skills planning has been that
each department, unit and employee should
have a development plan based on a funda-
mental skills analysis, an active transfer of
expertise from older to younger employees
shall be planned, the number of employees
who change jobs internally (job rotation) shall
be in excess of 20 and a model for staff
exchangeswith other national grid companies
shall be developed. The objective was also
that the trainee programme should be devel-
oped towards a content that is more interna-
tional and aimed towards the world at large,
collaboration with selected universities and
upper secondary schools will continue and
staffturnovershalldecrease to below5%. Age
distribution should increase through the
recruitment of younger academics.

WORK ENVIRONMENT AND HEALTH

Within work environment and health the tar-
gets mainly consisted of reducing sick leave
among Svenska Kraftnat's employees and that
thosewhoarelong-termsick shall be enabled
to return to work. The concrete aims were for
sick leave to be less than 2% and the propor-
tion of long-term healthy employees to
increase to 62%, for work-related absence to
be prevented, and where it arises for it to be
dealtwith promptly. The objective was also for
alllong-term sick to be able to returntowork.
To promote the safety of employees at Svenska
Kraftnat, targets were set that two specific
electrical safety audits should be imple-
mented in relation to both investment and
maintenance projects. In addition, all envi-
ronmental coordinators within the area of
construction should undergo the necessary
training.

GENDER EQUALITY AND DIVERSITY

Within the areas of gender equality and diver-
sity the aim was that Svenska Kraftnat should
be regarded as an organisation that offers
equal opportunities with the proportion of
female employees increasing to 30%. Targets
were also set to promote cultural diversity
through recruitment, and for Svenska Kraftnat
toberegarded asaverygood employerforthe
parents of young children.

LEADERSHIP

A management programme for both the man-
agement team and unit managers shall com-
mence during the year to improve leadership
within Svenska Kraftnat. A preparatory man-
agement programme for employees who do
not hold managerial positions shall also be
implemented during the year. The aim was
also for the proportion of female managers to
increase to over 30%.

VISION AND VALUES

In order to clarify Svenska Kraftnét's values,
a target was also set that a new, approved
vision and fundamental values should be laid
down.

OUTCOME 2010

During 2010 59 permanent employees were
recruited, of whom 26 were women and 33
men. The average age of these new employees
is 35 (38]. Staff turnover has decreased mar-
ginally and the number of employees who have
left the organisation is 8 (4). 7 (13) employees
have ended their employment due to retire-
mentand 27 (22) employees have changed unit
or department within the company.

During the year seven trainees com-
menced their programmes, of whom five were
women and two men (six certified engineers
and one systems analyst). The programme
has been extended to eighteen months with a
six-month placement at an authority/busi-
ness affiliated with Svenska Kraftnat abroad
orin Sweden.

The proportion of female employees has
increasedtoabout 31 (29) %. The proportion of

SICK LEAVE (%) -29 30-49 +50 TOTAL
Women 1.7 3.8 1.2 2.8
Men 1.3 1.3 2.3 1.7
TOTAL 1.5 2.3 2.1 2.1
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female managers was 30 (30) % at year end.

Svenska Kraftnat has continued its focus
on creating a healthy and safe workplace. Sick
leave hasincreased marginally to 2.1 (1.6) %.

The proportion on long-term sick leave of
over 60 days is only 0.8 (0.6) %. 59 (60) % of the
staff have not had one single day of sick leave
during the course of the year. At the end of the
year none of Svenska Kraftnat's full-time
employees was sick on a long-term basis. Of
particular note is the relatively high sickness
absence among women aged 30-49.

A large proportion of Svenska Kraftnat's
operation is conducted through contracts in the
form of construction contracts and maintenance
work on power lines and stations. Two day train-
ing courses to ensure a satisfactory, safe work
environment on construction sites were held on
two occasions for almost ninety employees
involvedin the investment operation.

During the course of the year Svenska
Kraftnat has invested some SEK 23,000 per
employee in external development activities,
an increase over last year. The parent entity
completed management programmes for both
the management team and unit managers.
However, no preparatory managerial pro-
gramme was commenced. The programme
willinstead start during January 2011.

During the year each department and unit
specified which areas of expertise will be
essential forthe operationinafewyearstime,
and also which skills gaps need to be filled.
They also specified the areas of expertise
within which we are relying solely on one key
individual. The specification also detailed
which activities are needed to remedy these
skills gaps and the risks that will arise if they
are notimplemented.

Almostallemployees have had atleastone
performance appraisal during the year, at
which individual development plans have
been documented.

An annual analysis is made of the experi-
ence and expertise of employees who are due
to finish working at Svenska Kraftnat over the
next five-year period. This task entails com-
piling what types of knowledge are of critical
importance to the business and which must be
transferred to other employeesin some form.
During 2010, 48 employees have made plans
for this type of skills transfer. Of these, 13
employees have such business critical exper-
tise that special initiatives are necessary.

Svenska Kraftnat is regarded by employ-
eesasanorganisation that offers equal oppor-
tunities and as a good employer for the par-

ents of young children.

During the year Svenska Kraftnat has par-
ticipatedin four careersfairs attechnical uni-
versities, and has also supervised two degree
projects and three doctoral theses.

Svenska Kraftnat's new vision and funda-
mental values were established after exten-
sive work involving all staff.

TARGET FOR SKILLS

PROVISION 2011

The continuing high rate of investment will
have a major effect on skills provisionin 2011
too. Svenska Kraftnat's staff should perceive
that their resources are used effectively and
that the operation is run with a high level of
expertise, qualityand method. Svenska Kraft-
nat will therefore conduct an extensive skills
analysis on an annual basis to ensure that the
organisation has the right expertise, espe-
cially in the light of technological develop-
ments, new externaldemands andlarge num-
bers of retirements.

An employee survey will be conducted
during 2011. Regular surveys provide Svenska
Kraftnat with information on how well we are
succeeding in being an attractive employerin
which employees feel involved, are content,
participate and perform satisfactorily.

Svenska Kraftnat will focus its work for
2011 within the following target areas:
> Skills provision.
> Work environment and health.
> Gender equality and diversity.
> Leadership.
> Visionandvalues.

SKILLS PROVISION
During 2011 Svenska Kraftnatwill recruit over
50newemployees. Atthe sametime there will
be a major need for all staff to develop and
modify their own skills. A skills analysis will
be implemented and followed up at depart-
mental, unitandindividuallevel. The analysis
will also focus on future management provi-
sion and the development of specialists, as
well as the need to increase participation in
the European work. It will also be based on
the effect of a large number of retirements.
Svenska Kraftndt must also be active at uni-
versities in order to secure new generations
within the electricity industry.
Goals for 2011:
> Everydepartmentand unit shall detail
which areas of expertise are essential,
which skills gaps are to be filled and
which risks can arise if the gaps are
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not remedied.

> Svenska Kraftnat shall present plans
for transfer of experience from older to
younger employees.

> Svenska Kraftnat shallimplement the
trainee programme.

> Svenska Kraftnat shall participate in
four careers fairs, and also offer
degree projects to five students.

> Svenska Kraftnat shall shorten the
lead time for recruitment processes to
six weeks.

> Thenumber of employees who change
jobsinternally (job rotation] shall be in
excess of 25.

> Svenska Kraftnat shall offer the option of
more individual benefits and more flexi-
ble terms of employment.

WORK ENVIRONMENT AND HEALTH

During the year Svenska Kraftnat will con-
tinue to focus on creating a healthy and safe
workplace. The physical work environment
shall maintain a very high standard and stim-
ulate communication and spontaneous meet-
ings.

During the year Svenska Kraftnat will con-
tinue towork ontraining, routines and follow-
up of work environment issues in investment
projects and the maintenance operation.

Fitness activities will be both preventive
and remedial and will lead to an increased
attendance at work and the low level of sick-
leave being maintained. A clearly articulated
goal is that no employees should be sick on a
long-term basis.

Goals for 2011:
> Sick-leave shall be less than 2%, with spe-

cific measures for the 30-49 age range.
> The proportion of long-term healthy

employees shall be in excess of 62%.
> Work-related absence shall be prevented

and where it occurs shall be rectified

immediately.

> Alllong-term sick shall return to work.

> Alldepartments and units shall conducta
risk assessment of the work environment.

GENDER EQUALITY AND DIVERSITY
Svenska Kraftnatwill take active measures to
promote both gender equality and diversity.
The large number of retirements will facili-
tate active recruitment of both female staff
and employees from other cultures.
Goals for 2011:
> The proportion of female employees shall
increase to 32%.
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> Svenska Kraftnat shall be regarded both
as anorganisation that offers equal
opportunities and as a very good employer
for the parents of young children.

> Ethnicand cultural diversity shall be pro-
moted, e.g. through recruitment.

> Svenska Kraftnat shall formulate new
guidelines for gender equality and
diversity.

LEADERSHIP

First-rate, clear leadership is an important

prerequisite in creating an attractive place to

work. Svenska Kraftnat must actively develop

its managers, butalso ensure thatit produces

a good supply of managers for the future.
Goals for 2011:

> Amanagement programme for unit man-
agers shall commence during the year.

> Apreparatory management programme
shall be implemented during the year.

> The proportion of female managers shall
increase to over 30%.

> Everymanager shall be offered individual
managerial support.

VISION AND VALUES

Distinct and clearly formulated fundamental
values are of major benefit to the operation.
Theimage of Svenska Kraftnat both internally
and externally towards the world at large is
clarified, providing support to all employees
in howtoactand conduct themselves at work,
as well as in different situations. It is impor-
tant that all employees are aware of our fun-
damental values and how they are to be used.
Aprojectto garner support for Svenska Kraft-
nat's new fundamental values shall therefore
be implemented.

TARGET FOR SKILLS

PROVISION 2012/2013

The continued increase in the rate of invest-
ment and the high level of retirements will
have an effect on skills provisionin the com-
ing years. Svenska Kraftnat must therefore
particularly develop employees into techni-
cal specialists or recruit this category. Sven-
ska Kraftnat will also stimulate the recruit-
ment of younger academics and increase the
proportion of women and female managers,
primarily in the engineering departments.
There will be anincreased need for effective
skills planning. Svenska Kraftnat's ambition
is to be one of the most attractive employers
in Sweden.

THE INCENTIVE PROGRAMME

The purpose of Svenska Kraftnat's incentive
programme is to create involvement in order
to achieve a high level of reliability, a sound
financial result, good cost effectivenessanda
well-functioning organisation. In 2010 there
were also sub-goals for project activities and
electrical safety.

The programme covers all employees
apartfromthe Director General, whose finan-
cial conditions are determined by the Govern-
ment. The incentive programme is structured
so that the maximum bonus is one month’s
salary. The outcome for 2010 was 100% of a
monthly salary. The allocation for 2010is SEK
16.6 (10.0) million, including national insur-
ance expenses.

ELECTRICAL SAFETY

In this context the term electrical safety
refers toresponsibility for electrical safetyin
relation to persons, pets and property. A high
level of electrical safety is one of the over-
arching goals within Svenska Kraftnat and its
subsidiaries. Svenska Kraftnat is working
towards a zero vision as regards electrical
accidents and near-misses.

We have been spared fatal accidents for
several years. Accidents are also at a low
level. However, there are a higher number of
near-misses and there is a risk that not all
incidents are reported. The excellent statis-
tics are the result of the management, staff
and contractors takingin-depth responsibility
and having a highlevel of expertisein relation
to safety. The plants are developed, designed,
built and maintained in order to minimise the
risk of accidents. The public must also feel
safe when they are in the vicinity of Svenska
Kraftnat's plants.

During 2010 some 5,500 jobs were carried
out in and adjacent to our plants. Three acci-
dents were reported. Two of them were minor
and none of the accidents led to sick leave.
Eight near-misses were reported. One acci-
dent and one near-miss were deemed to be
sufficiently serious that Svenska Kraftnat
decided to submit a detailed report to the
National Electrical Safety Board.

As planned, Svenska Kraftnat introduced
electrical safety audits during the year as a
tool in assessing how well Svenska Kraftnat
andits contractorsare following the rules and
regulationsin relation to electrical safety.

Some important events during 2010:
> Thestrengthening of the electrical

safety organisation that was previously

determined has beenimplemented.
The focus has been primarily on sup-
porting the line operationin the
increasing number of investment
projects, but also on follow-up and
control.

The staff involved within Svenska
Kraftndt have undergone electrical
safety training in accordance with reg-
ulations.

Svenska Kraftnat has conducted two
advance notice audits of how electrical
safetyis being dealt with in the opera-
tion. The audits have displayed excel-
lent results throughout, but also
revealed certain shortcomings.
Unannounced electrical safetyinspec-
tions have beenimplemented at a
number of Svenska Kraftnat's work-
places. The resultsindicate an
increased need for more unannounced
inspections during 2011.

The free movement of labour within the
EUis producing demands for a changed
approach to electrical safetyissuesin
connection with procurement of
investment projects. Despite uniform
European electrical safety standards,
there are some differences between
countries. Svenska Kraftnat views the
shortcomings that have been revealed
in connection with near-accidents,
audits and inspections with some con-
cern. To ensure that competition can
take place on equal terms, Svenska
Kraftnatis actively engagedin
strengthening both Swedish work envi-
ronment requirements and Swedish
electrical safety requirementsin con-
nection with procurements.

Goals for 2011:

Atleast three preannounced electrical
safety audits shall be implemented at
Svenska Kraftnat's maintenance or
investment projects.

Atleast four unannounced electrical
safetyinspections shall be imple-
mented at Svenska Kraftnat's work-
places for maintenance orinvestment
projects.

Investigation of electrical accidents
and serious incidents shall be
improved.
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13. SUBSIDIARIES

AND ASSOCIATED

COMPANIES

The Svenska Kraftnat Group has three subsid-
iaries and five associated companies in Swe-
denand Norway. One associated companywas
sold during the year.

SUBSIDIARIES
SWEPOL LINK AB
The company operates and maintains the DC
link between Sweden and Poland. The link
consists of a converter station outside Karl-
shamn in Blekinge and a similar converter
station on the Polish side outside Slupsk,
along with a submarine main cable and two
return cables betweenthese stations. Thelink
is rated at 600MW. SwePol Link AB owns the
part of the link that is located on Swedish and
international territory. A wholly-owned sub-
sidiary of SwePol Link AB, SwePol Link Poland
Sp.zo.o., owns that part of the DC link which
runs through Polish territory. Svenska Kraft-
nat's owns 51% and the Polish company PGE
Polska Grupa Energetyczna SA owns 49%.
Turnover during 2010 was SEK 246 (214)
million. SwePol Link AB turned over SEK 182
(164) million and the Polish subsidiary SEK 64
(50) million.

SVENSKA KRAFTNAT GASTURBINER AB
The company is wholly-owned by Svenska
Kraftnat and its mission is to operate and
maintain gasturbine plants. The businesswas
set up in 1999 so that Svenska Kraftnat could
secure long-term resources for dealing with
disturbances in the power system. Today the
company has a total of eleven gas turbines in
Varberg, Norrkdping, Trollhattan, Norrtéalje
and Goteborg with a combined capacity of
700MW.

Turnover for the year was SEK 91 (80) million.

SVENSKA KRAFTKOM AB
The company is wholly-owned by Svenska
Kraftnat. The company has been non-opera-

tional since 2003. Turnover during the year
amounted to SEK 0 (0) million.

ASSOCIATED COMPANIES

NORD POOL ASA

Nord Pool ASA is a financial trading exchange
for operators in the Nordic electricity market.
Svenska Kraftnat and Statnett SF in Norway
each owned 50% of the company until May 2010,
after which all shares were sold to OMX AB.

NORD POOL SPOT AS

The company organises a physical trading
exchange for electricity in the Nordic region
and Estonia, the so-called electricity spot mar-
ket. The national grid companies Svenska
Kraftnat and Statnett SF each own 30% of the
company while Energinet.dk and Fingrid Oy
each own 20%.

The physical electricity spot market
amounted to 334.9(285.5) TWh for the year. Dur-
ing 2010 the company had a gross turnover of
NOK 144 (92) million and a net turnover of NOK
124 (108) million.

TRIANGELBOLAGET D4 AB
The company administers the fibre-optic links
between Stockholm, Oslo, Géteborg, Malmd
and Stockholm on behalf of its partners. Leas-
ing revenues go directly to the partners. The
company is owned in equal shares by Svenska
Kraftnat, Vattenfall AB, Fortum Distribution
ABand Tele2 AB.

The business turned over SEK 25 (23) mil-
lion during 2010.

KRAFTDRAGARNA AB
The primarytask of KraftdragarnaABisto pro-
vide contingency facilities on behalf of the own-
ersforthe transport of transformers, reactors
and other heavy components that make up the
electricity supply system.

Svenska Kraftnat owns 50%, Vattenfall AB

25% and Vattenfall Eldistribution AB 25% of the
company.

Turnover during 2010 amounted to SEK 47
(28) million.

STRI AB
The company conductsresearch and develop-
ment within the field of electrical power
transmission on behalf of its co-owners and
other parties. The co-owners consist of Sven-
ska Kraftnat with 25%, ABB AB 50%, Statnett
SF 12.5% and Vattenfall AB 12.,5%.

The company's turnover amounted to SEK
86 (77) million.

ELFORSK AB
Elforsk conducts joint operations in the field
of research and development (R&D) on behalf
of the electrical power sector in Sweden.
Svenska Kraftnat is mainly involved within
those areas that concern the transmission of
electricity and the development of the elec-
tricity market. The most important centres of
focus are environmentalissues, maintenance
and the renewal of plants, as well as the pro-
vision of support for postgraduate projects.
Svenska Kraftndt owns 25% of the company
and the remaining 75% is owned by the indus-
try association.

Turnover during 2010 was SEK 169 (122) million.

EARNINGS

Those associated companies that are part of
the Group and that normally have the greatest
impact on the Group's earnings are Nord Pool
ASA, Nord Pool Spot AS and Kraftdragarna
AB. Svenska Kraftnét’'s share of income in the
respective companies is included in the con-
solidated profit. The profit components for
2010 amounted to SEK 20 (31] million. The
change in profits is due to the fact that from
June 2010 Nord Pool ASA is no longer part of
the Group.

RESULTS FOR

ASSOCIATED COMPANIES 2010 2009
(MSEK)

Nord Pool ASA (up to and 9 25
including 31 May)

Nord Pool Spot AS 5 4
Kraftdragarna AB 4 1
Others 2 1
TOTAL 20 31







14. FINANCIAL REPORTS

INCOME STATEMENT - THE GROUP (MSEK)

OPERATING REVENUE NOTE 2010 2009
Network revenue 1 4,165 3,103
System operator revenue - electricity 2 5,928 3,351
Telecommunications revenue 72 69
System operator revenue - natural gas 49 57
Chargeable activities 7 6
Government grant for power contingency planning 3 267 220
Capitalised work for own account 4 59 45
TOTAL OPERATING REVENUE 10,547 6,851
OPERATING EXPENSES

Personnel expenses 5 -297 -280
Purchase of loss power -1,269 -807
Purchased balancing power -5,422 -2,947
Other operating expenses 6 -2,110 -1,847
Depreciation and write-down of intangible and 13,14 -664 -613
tangible fixed assets

TOTAL OPERATING EXPENSES -9,762 -6,494
Share of income in associated companies 20 31
OPERATING INCOME 805 388
INCOME FROM FINANCIAL INVESTMENTS

Profit from other securities and receivables that are

fixed assets 9 35 11
Interestincome and similarincome items 10 3 13
Interest expenses and similar expense items 11 -60 -31
INCOMEAFTER FINANCIAL ITEMS 783 381
Tax onincome for the year 12 -10 -6
NETINCOME FORTHE YEAR 773 375
Income attributable to:

The state 769 376
Minority interests 4 -1

COMMENTS ON INCOME
STATEMENT

OPERATING REVENUE AND EXPENSES

The Svenska Kraftnat Group's operating revenue
increased substantially during 2010 and amounted
to SEK 10,547 (6,851) million, an increase of SEK
3,696 million.

The Group's network revenue including capital-
ised work for own account amounted to 4,224 and
rose by SEK 1,076 million compared with last year.
The revenue trend in 2010 was affected by the
increased national grid tariffs for 2010 and
increased transmission on the national grid as a
result of the economic recoveryin the country dur-
ing the year. Congestion revenues increased dur-
ing the year and amounted to SEK 495 million com-
pared with SEK 289 million last year. Energy
dependent revenues from transmissions on the
national grid also increased during the year and
totalled SEK 1.657 (1.128) million due to reorgani-
sation of the tariff and some 6% higher transmis-
sion on the grid. The fixed part of the tariff - the
capacity charge -wasraised on the first of January
2010 which led to increased income of some SEK
380 million. The charges were increased to cover
the increased expenses for power losses, energy
crediting, counter trading and depreciation. The
revenuesreported fromtransiting were lower than
the year before and amounted to SEK 12 (130) mil-
lion. Settlement with the European cooperative
organisation, ENTSO-E, is made retroactively and
the actual revenues for 2009 were lower than
expected. In a normal year Sweden is a transit
countrywith netexports, but the situation changed
at the end of 2009, with substantially increased
imports which affected revenues. The real reve-
nuesfor2010, corrected for the discrepancyin 2009,
were SEK 40 (102) million. Of these, SEK 40 million,
SEK 5 million were estimated after assessing the
net import flows for the period September to
December 2010.

System revenues for electricity increased con-
siderably during the year and amounted to SEK
5,928 (3,351) million. Compared with 2009 electric-
ity prices have been higher during 2010, which has
produced higher costs for regulating and balance
power for both the balance providers and for Sven-
ska Kraftnat. The high electricity prices were
largely due to the cold weather during the first and
fourth quarter of 2010. The increased revenues and
costs during 2010 are therefore primarily due to
high electricity prices, butalso to discrepanciesin
the balance providers’ forecasts. Discrepanciesin
the balance providers’ forecasts have led to Sven-
ska Kraftndt needing to buy and sell larger vol-
umes of balance power. This led to revenues for
sold regulating and balance power during 2010
increasing by SEK 2,179 million. The telecommuni-
cations operation’s external income amounted to
SEK 72 (69) million. System revenue for natural gas
was SEK 49 (57)million. The decrease in income is
due to lower charges for balance providers.

Contingency planning has utilised SEK 267 (220)
million during the year, financed by appropria-
tions.

Chargeable activities include management of
renewable electricity certificates and levying

security of supply fees for natural gas. These fees
produced an income of SEK 7 (¢) million. The Gov-
ernment sets the fees and they are regulated
through the Electricity Certificates Ordinance
(2003:120).

The Group's operating expenses amounted to
SEK 9,762 (6,494) million. Staff expenses increased
by SEK 17million to SEK 297million as the number
of full-time employees increased by 35 during the
year.

Since 1January 2010 Svenska Kraftnathasanew
agreement on purchase of power losses, based on
the financial electricity prices thatare valid for the
Swedish bidding areafortherelevant period. Costs
for 2010 rose by SEK 462 million to SEK 1,269 mil-
lion. The newagreement exposes Svenska Kraftnat
to the so-called bidding area risk in connection
with purchase of powerlosses. However, if the bid-
ding area risk increases, in all likelihood Svenska
Kraftnat's congestionrevenueswillalsoincrease.
This means that for 2010 there is a natural hedge in
relation to the price area risk. This circumstance
applied forthe entireyearand congestion revenues
amounted to almost SEK 350 million more than the
expected level.

Expensesforbalancing powerrose by SEK 2,475
million and amounted to SEK 5,422 million. The
higher electricity prices resulted in increased
costs for purchased regulating and balance power
similarly to the situation with revenues. Expenses
for energy compensation, primarily for nuclear
power plants, increased by some SEK 240 million,
which is explained by, among other things, the fact
thatthe compensationlevelwas raisedin 2010. The
costs for counter-trade on behalf of the national
grid fell by some SEK 120 million compared with
2009.

Thehighpricesforhydroelectric power resulted
in the costs for physical balance regulation, or so-
called primary regulation, increasing markedly
during the period April to December. Expenses for
the year amounted to SEK 453 (298) million.

Depreciation of tangible and intangible fixed
assets increased by SEK 51 million and amounted
to SEKé64 million.

OPERATING INCOME
Operating income for the Group improved by SEK
417 to SEK 805 million. Operating income includes
external revenue and expenses and the profit/loss
from associated companies. The Group’s operating
income includes depreciation and write-downs.
Within Svenska Kraftnat's operations it is
mainly the Transmission on the National Grid busi-
nesssegmentthataffects operatingincome. Oper-
ating income for the year for Transmission on the
National Grid amounted to SEK 710 (256) million.
The higher income is primarily due to higher con-
gestionrevenuesandlower costs for counter-trade
during the year. Some items concern both the Net-
work and System Operator for Electricity areas of
business. Costs that it has not been possible to
attribute to a single business area have been allo-
cated on a standard basis between the two areas.
Operating income for the System Operator for
Electricity business segment was SEK 41 (60) mil-
lion. The lower revenue is primarily due to higher
costs for primary regulation.




Operating income for telecommunications
amounted to SEK 27 (36) million. The deterioration
in earningsis due toincreased expenses for main-
tenance caused by the severe cold last winter.

Operating income for System Operator for Natu-
ral Gas increased by SEK 1 million to SEK 4 million.

Operating income for the Chargeable Activities
businessarea, whichincludesrenewable electricity
certificates and fees for security of supply for natu-
ral gas, increased by SEK 1 million to SEK 3 million.

The Group's share ofincomein associated com-
panies amounted to SEK 20 million compared with
SEK 31 million for 2009. The greatest impact on
Svenska Kraftnat's profit/loss has been the share-
holding in the associated company Nord Pool ASA,
and the fact that it was sold to Nasdag OMX in May
2010 explains the reduced impact on operating
results.

Operating revenue (MSEK)

The operating margin for the Group amounted
to 7.8 (5.7) %, which is 2.1 percentage points higher
than last year.

NET FINANCING

The Group's net financial income/expense
amounted to SEK -22 (-7) million, whichis a deteri-
oration of SEK 15 million compared with 2009.
Earnings from other securities and receivables
that are fixed assets amounted to SEK 35 (11) mil-
lion. Included in this item is a capital gain in con-
nection with the disposal of shares worth SEK 34
million in the associated company Nord Pool ASA.
The Group'sinterestincome amounted to SEK 3 (13)
million, which is SEK 10 million lower than last
year. During the second quarter of 2010 Svenska
Kraftnat had a positive cash balance which pro-
duced increased interest income. The Group's
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interest expenses and similar items amounted to SEK
-60(-31) million. The increased expenses are primarily
duetoanallocationforindexation ofthe utility's pension
liability in accordance with the new security grounds
that the National Government Employee Pensions
Board has adopted for public utilities of SEK 31 million.

Interest coverage ratio amounted to 14.0 (13.3)
times.

NET INCOME FORTHE YEAR
Consolidated net income amounted to SEK 773
(375) million, which is SEK 398 million higher than
2009. The income implies a return on adjusted
equity of 8.4 (4.3) %. According to the letter of gov-
ernance for 2010 the targetistoachieve anaverage
return on adjusted equity of 6%.

The net profit margin with a deduction for
standard tax was 5.4 (4.0)%.
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BALANCE SHEET - THE GROUP

ASSETS (MSEK) NOTE 2010-12-31 2009-12-31
FIXED ASSETS

Intangible fixed assets 13 282 284
Tangible fixed assets 14 10,400 9,782
Shares and participations in associated companies 16 84 276
Long-term receivables 0 62
Income taxes recoverable 12 9
TOTAL FIXED ASSETS 10,778 A K]
CURRENT ASSETS

Inventories 89 88
Current receivables 17 821 445
Prepaid expenses and accrued income 19 1,151 578
Liquid funds 370 130
TOTAL CURRENT ASSETS 2,431 1,241
TOTAL ASSETS 13,209 11,654
EQUITY AND LIABILITIES

EQUITY REFERABLE TO OWNERS

Government capital 600 600
Other paid-up capital 3,314 3,314
Profit brought forward 4,057 3,543
THE GOVERNMENT’S CAPITAL 7,971 7,457
MINORITY INTERESTS 48 44
TOTAL EQUITY 8,019 7,501
LONG-TERMLIABILITIES

Interest-bearing liabilities 20 1,972 1,835
Non-interest-bearing liabilities 21 936 507
Deferred tax 38 32
Provisions for pensions 22 478 425
Other provisions 0 8
TOTAL LONG-TERM LIABILITIES 3,424 2,807
CURRENT LIABILITIES

Interest-bearingliabilities 23 82 82
Accounts payable 499 457
Other liabilities 107 79
Accrued expenses and prepaid income 24 1,078 728
TOTAL CURRENT LIABILITIES 1,766 1,346
TOTAL EQUITY AND LIABILITIES 13,209 11,654
PLEDGED SECURITIES NONE None
CONTINGENTLIABILITIES 25,26 0 4
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COMMENTS ON THE
BALANCE SHEET

BALANCE SHEET TOTAL

The consolidated balance sheet totalamounted to
SEK 13,209 (11,654) million, which is an increase
of SEK 1,555 million.

FIXED ASSETS

SvenskaKraftnat'sintangible fixed assets consist
of land rights, rights of use for fibre optic cables,
licences and capitalised expenditure for compu-
ter programs. The book value of these is SEK 282
(284) million. Investmentsin computer programs
amounted to SEK 55 (46) million, including a new
settlement system . Depreciation on intangible
fixed assets amounted to SEK 38 million.

Thetangible assets consist primarily of power
cables, stations, buildings and land, fibre optic
connections and other technical facilities and
construction in progress. The value of the tangi-
ble assetsamounted to SEK 10,400 (9,782) million,
which is an increase of SEK 618 million. Net
investments during the year amounted to SEK 612
million more than depreciation.

The other fixed assets consist of participations
in associated companies, long-term receivables
from associated companies and income taxes
recoverable. Participationsinassociated compa-
nies amounted to SEK 84 (276) million. During the
year, the parent entity received a dividend of SEK
174 (1,358) million from Nord Pool ASA, which
reduced the Group's participations in associated
companies. Svenska Kraftnat sold its shares in
Nord Pool ASA in May 2010.

CURRENT ASSETS
Currentassetsamounted to SEK 2,431 (1,241) mil-
lion. Theincrease mainly relates toahigherlevel
of accounts receivable and accrued income.
Accounts receivable were at a high level on 31
December 2010 as a result of SEK 320 million in
invoicing to a number of land owners for
cofinancing of the Stockholms Stréom project. Lig-
uid funds amounted to SEK 370 (130) million at
year end, in other words, an increase of SEK 240
million.

EQUITY

Equity in the Group at year end was SEK 8,019
(7,501) million, of which SEK 4,057 (3,543) million
consisted of of retained earnings. During the
course of the year, SEK 244 (1,172) million has
been distributed to the owners. Net Group profit
for the year amounted to SEK 773 (375) million.

LONG-TERM LIABILITIES
The Group's long-term interest-bearing liabili-
ties consist of the parent entity's loans with the
National Debt Office of SEK 1,252 (1,033) million
and SwePol Link's bank loans of SEK 720 (802)
million. Theinterest-bearing borrowing require-
ments in the Group therebyincreased by 137 mil-
lion during the year. The average interest on the
loans for the Group during 2010 was 0.8 (1.7) %.
Non-interest-bearingliabilities that consist of
contributions from land owners, investment
grants from stakeholders, advances from cus-
tomers within the fibre optic operation and other
customers amount to SEK 936 (507) million.
Thelevelofthe netloandebtdecreased by SEK
58 million and amounted to SEK 2,162 (2,212) mil-
lion. This had an impact on the debt/equity ratio,
which increased during the year to 31 (33) %. The
target for 2010 is that Svenska Kraftnat will
achieve a debt/equity ratio of a maximum of 60%.
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CASH FLOW STATEMENT - THE GROUP (MSEK)

THEYEAR'S OPERATIONS 2010 2009
Operatingincome 805 388
Adjustment for items notincluded in cash flow

Depreciation 664 613
Otheritems -84 12
Interest paid -15 -30
CASH FLOW FROM OPERATIONS BEFORE CHANGES 1,370 983
IN WORKING CAPITAL

CHANGES IN WORKING CAPITAL

Changeininventories -1 1
Changein currentreceivables -629 -181
Changein current liabilities 420 240
CASHFLOW FROM THE YEAR'S OPERATIONS 1,160 1,043
INVESTMENT ACTIVITIES

Investmentsintangible and intangible fixed assets -1,276 -1,527
Changeinlong-term receivables 62 0
Sale of fixed assets 63 0
CASHFLOW FROM INVESTMENT ACTIVITIES -1,151 -1,527
FINANCING ACTIVITIES

Dividend received 174 1,358
Changeininterest-bearing liabilities 137 198
Changein other long-term liabilities 164 126
Dividend paid -244 -1,172
CASHFLOW FROM FINANCING ACTIVITIES 231 510
CASHFLOWFORTHE YEAR 240 26
Liquid assets at the beginning of the year 130 104
Liquid assets at year-end 370 130
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COMMENTS ON THE CASH
FLOW STATEMENT

The purpose of the Cash Flow Statement is to
describe the capacity of the Svenska Kraftnat
Group to generate liquid assets and to serve as a
complement to theincome statement and balance
sheet descriptions of profitability and financial
position. Liquid assets is understood to be cash
and bank balances.

THE YEAR'S OPERATIONS

Cash flow from the year's operations before
changesin operating capital improved by SEK 387
million compared with the previous year and
amountedto SEK 1,370 million. Cash flowfromthe
year's operations amounted to SEK 1,160 (1,043)
million. The improvement is primarily a result of
the higher level of operating income.

INVESTMENT ACTIVITIES

Investments made by the Group decreased during
the year and amounted to SEK 1,276 (1,527) million.
Theinvestmentsamountedto SEK 1,255 (1,502) mil-

CHANGE IN EQUITY - GROUP (MSEK]

lioninthe parent entity, SEK 1 (1) millionin the sub-
group SwePol Link and SEK 20 (24) million in Sven-
ska Kraftnat Gasturbiner AB. On 31 May 2010
ownership in the associated company Nord Pool
ASA was sold for SEK 61 million and a loan of SEK
60 millionwas alsoredeemedin connection with it.

FINANCING ACTIVITIES
The Group’s interest-bearing liabilities increased
during the year by SEK137 compared with SEK 198
million in 2009. Interest-bearing liabilities in the
parent entity increased by SEK 219 (460) million
and external interest-bearing liabilities in the
sub-group SwePol Link decreased by SEK 82 (262)
million. Svenska Kraftnat Gasturbiner AB’s in-
Group interest-bearing liability was SEK 144 (157)
million. Other long-term liabilities increased by
SEK 164 million as an elementin the co-financing
of the Stockholms Strém project from a number of
municipalities. SEK 244 (1,172) million has been
paid to the Government.

Cash flowfortheyearamounted to SEK 240 mil-
lion compared with SEK 26 million in 2009.

REFERABLE TO THE GOVERNMENT

Govern- Other paid-up Profit brought Total Referable to Total
ment capital forwardincl. net minority interests equity
capital income for the year

OPENING
BALANCE 2009 600 3,314 4,200 8,114 45 8,159
Translation 139 139 139
difference
Dividend = = -1,172 -1,172 = -1,172
Netincome for — — 376 376 -1 375
the year
CLOSING 600 3,314 3,543 7,457 44 7,501
BALANCE 2009
OPENING
BALANCE 2010 600 3,314 3,543 7,457 44 7,501
Translation -11 -11 -11
difference
Dividend - - -244 -244 — -244
Netincome for — — , 769 4 773
the year
CLOSING 600 3,314 3,288 7,971 48 8,019
BALANCE 2010

PROFIT BROUGHT FORWARD
INCLUDING NET INCOME
FOR THE YEAR

Profit brought forward including net income for
theyearis constituted by profitaccruedinthe par-
ent entity and in subsidiaries, as well as Svenska
Kraftnat’s share of profits from associated com-
panies. Previous provisions to restricted
reserves are included in this capital item.

The above statement is compiled as if Svenska
Kraftnat were an independent group with formal
ownership. Svenska Kraftnatis a public utilityand
is a part of the Swedish Government.

The allocation of profit proposed in the annual
report for 2009 of SEK 244 million was adopted by
the Government.
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»»NET INCOME FOR
THE YEAR AMOUNTED
TO SEK 773 MILLION « «

INCOME STATEMENT - PARENT ENTITY (MSEK)

OPERATING REVENUE NOTE 2010 2009
Network revenue 1 3,955 2,928
System operator revenue - electricity 2 5,931 3,351
Telecommunications revenue 72 69
System operator revenue - natural gas 49 57
Chargeable activities 7 6
Government grant for power contingency planning 3 267 220
Capitalised work for own account 4 59 45
TOTAL OPERATING REVENUE 10,340 6,676
OPERATING EXPENSES

Personnel expenses 5 -296 =279
Purchase of loss power -1,269 -807
Purchased balancing power -5,438 -2,955
Other operating expenses 6 -2,089 -1,854
Depreciation and write-down of intangible and

tangible fixed assets 13, 14 -513 -465
TOTAL OPERATING EXPENSES -9,605 -6,360
OPERATING INCOME 735 316
INCOME FROM FINANCIAL INVESTMENTS

Income from other securities and receivables that

are fixed assets 9 66 1,372
Interestincome and similarincome items 10 2 12
Interest expenses and similar expense items 11 -49 -15
INCOME AFTER FINANCIAL ITEMS 754 1,685

THE PARENT ENTITY,
THE SVENSKA KRAFTNAT
PUBLIC UTILITY

Operating revenue for 2010 amounted to SEK
10,340 (6,676) million, of which SEK 50 (46) million
pertained to sales to group companies. Income
after financialitems amounted to SEK 754 (1,685)
million. Last year income was affected by a divi-
dend from the associated company Nord Pool ASA
of SEK 1,358 million. During spring 2010 a divi-
dend of SEK 174 million was received from Nord
Pool ASA, whichwas subsequently sold to Nasdaq
OMXin May.

The public utility’sinvestmentsintangible and
intangible fixed assets during the year amounted
to SEK 1,255 (1,502) million. Liquid assets at the
end of the period amounted to SEK 313 (76) million.

The parent entity finances its operations with
equity andloansin the National Debt Office. On 31
December 2010 borrowings amounted to SEK
1,252 (1,033) million and equity to SEK 7,784 (7,274)
million.
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BALANCE SHEET - PARENT ENTITY (MSEK)

ASSETS

FIXED ASSETS NOTE 2010-12-31 2009-12-31
INTANGIBLE FIXED ASSETS 13

Capitalised expenditure for computer programmes 138 71
Land rights 54 58
Rights of use 38 39
Construction workin progress 52 116
TOTAL INTANGIBLE FIXED ASSETS 282 284
TANGIBLE FIXED ASSETS 14

Buildings and land 196 201
Machinery and equipment 6,221 5,643
Construction workin progress 2,516 2,341
TOTAL TANGIBLE FIXED ASSETS 8,933 8,185
FINANCIAL FIXED ASSETS

Shares and participations in Group companies 15 12 12
Receivables from Group companies K] 145
Shares and participations in associated companies 16 47 219
Receivables from associated companies 0 62
TOTAL FINANCIAL FIXED ASSETS 192 438
TOTAL FIXED ASSETS 9,407 8,907
CURRENT ASSETS

INVENTORIES 5 4
CURRENT RECEIVABLES

Accounts receivable 678 340
Receivables from Group companies 21 41
Receivables from associated companies 0 3
Other receivables 49 47
Receivables from the public utility’s cheque account 18 61 34
Prepaid expenses and accrued income 19 1,150 575
TOTAL CURRENT RECEIVABLES 1,959 1,040
CASH AND BANK BALANCES 313 76
TOTAL CURRENT ASSETS 2,277 1,120
TOTAL ASSETS 11,684 10,027
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BALANCE SHEET - PARENT ENTITY (MSEK)

EQUITY ANDLIABILITIES

EQUITY NOTE 2010-12-31 2009-12-31
RESTRICTED EQUITY

Government capital 600 600
Restricted reserves 3,314 3,314
TOTAL RESTRICTED EQUITY 3,914 3,914
Profit brought forward 3,116 1,675
Netincome for the year 754 1,685
TOTAL UNRESTRICTED EQUITY 3,870 3,360
TOTAL EQUITY 7,784 7,274
PROVISIONS

INTEREST-BEARING PROVISIONS

Provisions for pensions 22 478 424
NON INTEREST-BEARING PROVISIONS 0 8
LIABILITIES

INTEREST-BEARING LONG-TERM LIABILITIES 20 1,252 1,033
NON-INTEREST-BEARING LONG-TERM LIABILITIES 561 89
NON-INTEREST-BEARING CURRENT LIABILITIES

Accounts payable 493 449
Other liabilities 46 23
Accrued expenses and prepaid income 24 1,070 727
TOTAL NON-INTEREST-BEARING CURRENT 1,609 1,199
LIABILITIES

TOTALEQUITY ANDLIABILITIES 11,684 10,027
PLEDGED SECURITIES NONE None
CONTINGENT LIABILITIES 25,26 0 4
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CASH FLOW STATEMENT - PARENT ENTITY (MSEK)

THEYEAR'S OPERATIONS 2010 2009
Operatingincome 735 316
Adjustment for items notincluded in cash flow
Depreciation 513 465
Otheritems -9 49
Interest paid -6 -15
CASH FLOW FROM OPERATIONS BEFORE CHANGES IN WORKING 1,233 815
CAPITAL
CHANGES IN WORKING CAPITAL
Changeininventories -1 0
Changein current receivables -599 -186
Changein current liabilities 410 220
CASHFLOW FROM THE YEAR'S OPERATIONS 1043 849
INVESTMENT ACTIVITIES
Investmentsin tangible and intangible fixed assets
-1,255 -1,502

Changeinlong-term receivables 74 0
Sale of fixed assets 63 0
CASHFLOW FROM INVESTMENT ACTIVITIES -1,118 -1,502
FINANCING ACTIVITIES
Dividend received hy/A 1,358
Changeininterest-bearing liabilities 219 460
Changein other long-term liabilities 163 5
Advance payments from customers 0 1
Dividend paid -244 -1,172
CASH FLOW FROM FINANCING ACTIVITIES 312 652
CASHFLOW FORTHE YEAR 237 -1
Liquid assets at the beginning of the year 76 77
Liquid assets at year-end 313 76
CHANGE IN EQUITY - PARENT ENTITY (MSEK)

GOVERN- OTHER PAID-UP PROFITBROUGHT FORWARD TOTAL

MENT CAPITAL INCL.NETINCOMEFORTHE

CAPITAL YEAR
OPENING BALANCE 2009 600 3,314 2,847 6,761
Dividend — — -1,172  -1,172
Netincome for the year — — 1,685 1685
CLOSING BALANCE 2009 600 3,314 3,360 7,274
OPENING BALANCE 2010 600 3,314 3360 7,274
Dividend — — -244 -244
Netincome for the year — — 754 754
CLOSING BALANCE 2010 600 3,314 3,870 7,784
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15. ADDITIONAL INFORMATION
AND NOTES

ACCOUNTING AND
VALUATION PRINCIPLES

BASIS FOR PREPARING THE REPORTS
Svenska Kraftnat's accounts comply with the
Ordinance (2000:606) on Public Authority Book-
keeping and the Swedish National Finance Man-
agement Authority’s (ESV’s) regulations and
generaladvice. The Ordinance correspondswith
the Bookkeeping Actbutisadaptedtothe special
preconditions thatapply for Governmentauthor-
ities and utilities. With certain exceptions that
are stipulated in the document on Government
appropriations, the Annual Reportisdrawnupin
accordance with the Annual Reports and Budget
Documentation Ordinance (2000:605) and ESV's
regulations and general advice. Part of Svenska
Kraftnat's operations-contingency planning -is
financed via Government grants. For this partic-
ular activity, the provisions of the Ordinance
(1996:1189), on grants also applies, which among
other things regulates the principles for grant
settlement and how non-utilised funds may be
retained between different budget years.
Svenska Kraftnat has made departures from
the above ordinance when preparingthe Group's
income statements and balance sheets, cash
flow statements and changes in equity and fol-
lowed the Swedish Financial Accounting Stand-
ards Council's recommendations (RR 1:00) and
statements from the Swedish Financial Report-
ing Board. Thisisin order to provide a more true
and fair picture of the Group's financial status
and better comparability with otherlisted Swed-
ish groups.

PRECONDITIONS FOR THE PREPARATION OF
THE GROUP'S FINANCIAL REPORTS

The parent company's functional currency for
reporting is Swedish kronor for both the parent
company and the Group. All amounts that are
given are rounded off to the nearest million kro-
nor (MSEK) unless otherwise indicated. Items

related to income statements refer to the period
1 January - 31 December. Items related to bal-
ance sheetsreferto31December. Figureswithin
brackets apply to the previous year'svalues.

CONSOLIDATED ACCOUNTING
PRINCIPLES

THE EXTENT OF THE GROUP

Svenska Kraftndt comprises the parent com-
pany, the Svenska Kraftnat public utility, along
with three subsidiariesand five associated com-
panies. The parent company is a Swedish state-
owned public utility that has its head office in
Sundbyberg. The Group is under the controlling
influence of the Swedish Government.

The subsidiaries and associated companies
are limited liability companies or companies
witha corresponding legal status abroad.

Inturn, one of the subsidiaries, SwePol Link
AB, has its own wholly-owned subsidiary in
Poland.

CONSOLIDATION PRINCIPLES

The consolidated accounts are drawn upinaccord-
ance with the acquisition method, which, in brief,
means that the acquisition cost for the sharesin the
subsidiary are eliminated against the equity that
existsinthe subsidiaryatthetime of theacquisition.
The recommendations of the Swedish Financial
Accounting Standards Council concerning consoli-
dated accounts are applied.

Minority participations in the net profit and
equity in part-owned subsidiaries are presented
separatelyinthe calculation ofthe Group's net profit
and equity. Internal profits within the Group are
eliminatedin theirentirety.

Associated companies are reported in
accordance with the equity method. This means
thatthe book value of sharesand participations
in associated companies in the consolidated
accounts is valued at the Group’s share of the
associated companies’ equity. Svenska Kraft-




nat's share of the associated companies’ profit
is thereby included in the Group's profit and
dividend distributed. The share is included in
the profit brought forward.

UNTAXED RESERVES/APPROPRIATIONS

When preparing the consolidated accounts,
untaxed reservesandappropriationsreportedin
the individual companies have been divided up
into deferred tax and restricted equity. The
deferred tax liability has been calculated at the
current taxrate.

TRANSLATION OF FOREIGN SUBSIDIARIES
AND ASSOCIATED COMPANIES

For all companies within the Group, local cur-
rency corresponds tothe functional currencyfor
the company. Swedish kronor, which is the par-
ent company’'s functional and reporting cur-
rency, is used in the consolidated accounts.
Assets and liabilities are translated to the
exchangerate onthebalance sheetdate. Unreal-
ised exchange rate gains and exchange rate
lossesareincludedin the profit/loss.

The subsidiary SwePol Link AB's Polish sub-
sidiary’s annual accounts have been translated
into Swedish kronorinaccordance withthe mon-
etary method, which means that monetaryitems
are translated into the balance sheet date rate
and non-monetaryitemsinto the rate atthe time
of the investment. The translation difference
between monetary assets and liabilities is
included in the net income for the year for the
Group and is reported in the income statement.
The monetary method is used because the oper-
ations of the Polish company are regarded as an
integrated part of SwePol Link AB’s activities.

REVENUE ACCOUNTING
Revenuesarereportedto the extenttowhichitis
likely that the financial advantages will be to the
benefit of the Group and that the revenues can be
calculated in a reliable way. Revenues are
reported net of VAT. Intra-group sales are elimi-
natedin the consolidated accounts.

Network revenue
Network revenue consists of both capacity
charges and energy dependent fees. Capacity
charges are fixed annual charges for subscrip-
tions that are reported as income linearly
throughoutthe periodthatthe chargeis meantto
cover, while the energy-dependent fee is
reportedasrevenueinconnectionwiththe use of
Svenska Kraftnat's services.

Transit compensation, which is regulated
financially among the European national grid

companies through the ENTSO-E model, influ-
ences the financial outcome. Svenska Kraftnat
receivesincomeifthereisahigh flowof electric-
itythrough Sweden, whilst flows generally occur
through Denmark and neighbouring countries at
the same time, incurring costs for Svenska
Kraftnat.

System operator revenue for electricity

Revenue consists of power sold for balance ser-
vices, revenue for the use of the IT system Ediel
and revenue in order to cover the costs of power
reserves. From 1 January 2005, the Group
reports its revenue and expenses for acting as
systemoperatorgross perhourinsteadofaspre-
viously per fourteen day period. If the customer
has been an overall purchaser of power during
the period, this is shown as balancing power
income for Svenska Kraftnat whereas if the cus-
tomer has instead been an overall seller, it is
reported as a balancing power cost.

System operator revenue for natural gas
Revenue consists of sold natural gas for the
power balancing service. System operator for
natural gas generates both revenue for sold nat-
ural gas as well as expenses for purchased nat-
ural gas. Thisis reported and settled on a gross
basis per day.

Other operating revenueis reported as reve-
nue in conjunction with the provision of the ser-
vice. Customers can pay in advance to a certain
extent. The advance payment is then deducted
againstincome as the service is implemented.

SEGMENT ACCOUNTING OR AREAS OF BUSINESS
The Svenska Kraftndt Group's primary seg-
ments are areas that have have been defined
by the Government. The Group's operations
aredividedinto sixareas. Abusiness segment
isaunitidentifiable within Svenska Kraftnat's
accounts that is distinguished from other
business segments on the basis of the risks
and opportunities that ourassignment entails.

INTEREST INCOME
Interestincomeisreported concurrently as it
is accrued, i.e. it is accounted in the income
statementin the periodin whichitarises.

INTEREST EXPENSES

Interest expenses consist of interest and other
expensesthatarise when borrowing capital. Inter-
est expenses are reported in the period to which
theyrelate. Interestexpensesduring the construc-
tion period are capitalised with the construction of
capital assetsin excess of SEK50 million.
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RECEIVABLES AND LIABILITIES

Assets and liabilities have been valued at the
acquisition value unless specified otherwise.
Doubtful debts are entered at the amount that
is estimated will be paid after individual
assessment.

RECEIVABLES AND LIABILITIES IN FOREIGN
CURRENCY

Receivablesandliabilitiesin foreign currency
arevalued atthe exchangerateonthe balance
sheet date. The difference between the value
on the date of acquisition and the balance
sheet date has been added to the profit/loss.

INVENTORIES

Theinventory consists of natural gas and fuel
foroperating gasturbines. The stock has been
valued at the lowest of the acquisition value
and the realvalue.

LIQUID FUNDS
Liquid funds comprise bank balances and
deposits.

REPORTING OF LEASING AGREEMENTS
Allleasing agreements are reported as oper-
ational leases and written-off linearly. There
are no financial leasing agreements.

TANGIBLE FIXED ASSETS

Tangible fixed assets are reported at their
grossacquisitionvalue with adeduction made
for accumulated depreciation and write-
downs. Investments are regarded as being
constituted by new construction as well as
conversions and extensions that in the long
term increase standard, quality or perform-
ance.

Expenditure for repairs and maintenance
are reported as an expense in the period in
which they occur. Included under mainte-
nance areworks thatare neededinorder forit
to be possible for a facility to be used in the
original way intended, but which do not
enhance its performance or significantly
extendits lifetime.

Interest expensesduring the construction
period are capitalised with the construction of
facilities in excess of SEK 50 million.

INTANGIBLE FIXED ASSETS

Expenditure for land rights, rights of use in fibre
optic connections, licences, construction in pro-
gressanddevelopmentexpensesforcomputerpro-
grammes are carried forward and written off line-
arly over the duration of use. All intangible fixed

assets have alimited period of use. Land rightsare
written off according to the assessed period of use,
which fora cable concessionis usually 40years.
Rights of use are for fibre optic cables and are
written off over a period of between 15and 25 years
inaccordancewiththelengthofthe contract period.
The public utility's newly acquired settlement sys-
temis judged to have a period of use of tenyears.

DEPRECIATION
Depreciation according to plan is based on the
acquisition value of the assets and the estimated
period of use. Linear depreciation is used for all
fixed assets.

Theresidualvalue and duration of use of assets
isregularly checked and adjusted when necessary.

ANNUAL DEPRECIATION RATES (%)

Transmission lines, excluding subma- 2.5
rine cables and associated lines

Submarine cables, excluding SwePol 3.3
Link, and associated lines

The SwePol Link Group 5.0
Control equipmentin stations 6.7
Other station components 3.3
Fibre optic connections 4.0
Spare parts 6.7
Telecom and information systems 6.7-20.0
Gas turbine plants 5.0
PCs and equipment 33.3
PROVISIONS

A provision is reported in the balance sheet
when thereis alegal orinformal undertaking
as a consequence of an event that has
occurred, and it is likely that an outflow of
resources is required to settle the undertak-
ing and that the amount can be estimated in a
reliable way.

TAXES

SvenskaKraftnat's subsidiaries are obliged to
payincome taxforlimitedliability companies,
whereas Svenska Kraftnat as a state utility
and part of the Swedish state is free from
income tax, i.e. is not a tax subject. Deferred tax
for differences between the reported and fiscal
resultis not reported by the parententityandthe
Svenska Kraftndt Group, with the exception of
SwePol Link Poland and for untaxed reservesin
the Swedish subsidiaries. Deferred tax receiva-
blesarereportedtothe extentthat sufficient tax-
able surplus is deemed likely to be available
within the foreseeable future.
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PENSION COMMITMENTS

Since 2003apensionagreement, PA-03, applies
for state employees born in 1943 or later. For
former employees born before 1943, PA-91
applies. The size of the pension provisionis cal-
culated by the National Government Employee
Pensions Board (SPV). PA-03includes old-age
pension, survivors' pension and disability pen-
sion.

PA-03includesthe following old-age pensions:
> Contribution pensions - individual

old-age pension and supplementary

old-age pension, named Kapan. Pre-

miums are paid for these.
> Defined-benefit pensions

-old-age pensiononincomes over 7.5

basicincome and old-age pensionin

accordance with transitional rules for
employees born between 1943 and

1972. These commitments are

reported under theitem, Provision for

pensions.

The year's pension provisions have been
written off together with premiums paid. The
interest component in the year’'s pension
expensesisreportedasaninterest expense.

Some 5% of the employees were not
updated, which means that their pension provi-
sion has been calculated at a standard rate.
Updating meansthat SPV carriesoutanoverall
review of all the positions a state employee has
held, in both the public and private sectors. If
there are gapsin the period of employment the
pension provisionis entered atastandard rate.
Among other things, this means that SPV
assumes that the employee has been in state
employment fromthe age of 28 and thatthe pro-
vision is calculated with a factor of 0.95. This
means that the actual provision might be less
or more. Svenska Kraftnat considers that the
pension provisionis nottoolowandhaschosen
to report the pension provision calculated by
SPV.

The pensionliability reportedis constituted
by the technically calculated assumptions that
Svenska Kraftnat is responsible for according
to the PA-91 and PA-03 pension agreements.
The pension provision is calculated in accord-
ance with the basis that the board of SPV has
laid down. When determiningit, either the 2010
or 2011 rate could be used in calculating the
2010 pension liability. The difference between
them s, briefly, that the 2011 basis for calcula-
tion is based on a lower yield assumption (1.4
instead of 1.8 %), whichin turn leads to a higher
pension liability. Svenska Kraftnat reports the
liability according to the 2011 basis. The part of

the changein pension provision thatis a result
of the change to the 2011 calculation basis is
reported asaninterest expense.

Svenska Kraftnat pays a special payroll tax on
paid out pensions in accordance with Ordinance
(1991:704) on the establishment of special payroll
tax on state pension expenses, not based on allo-
cations for pensions. Since the pension provision
isforfuture pension outlays, anallocationis made
for special payroll tax based on the size of the pen-
sion provision atthe end of the year.

INVESTMENT CONTRIBUTION

External contributions to investments do not
reduce the acquisition value of the investment,
but are reported at the amount received as a lia-
bility in the balance sheet. The investment con-
tribution is deducted as miscellaneous income
in the income statement concurrently with the
fixed asset being written off.

RESEARCHAND

DEVELOPMENT EXPENSES

Developmentworkis anintegrated aspect of the
operation and refers to measures for long-term
improvements that are written off continuously
during the year. Svenska Kraftndt conducts
research and development work with the aim of
increasing reliability performance, effective-
ness and environmental adaptation of the net-
work and system operations. No expenses are
therefore capitalised for development.

CASHFLOW STATEMENT

The cash flow statement is drawn up in accord-
ance with the indirect method. The cash flow
reported comprises transactions that entail
receiptsand payments. Thismeansthatdiscrep-
ancies canoccur compared with changesinindi-
vidualitemsin the balance sheet.

BORROWING
Borrowingis reported ata nominal amount.

SHARES AND PARTICIPATIONS IN GROUP COM-
PANIES

Shares and participations in group companies
arereportedatacquisitionvalue with deductions
for any write-downs. Dividends received are
reported when the right to a dividend is deemed
tobe secure.

SUPERVISORY AUTHORITY
The supervisory authority for network opera-
tionsis the Energy Market Inspectorate.
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NOTES

NOTE 1. NETWORK REVENUE

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Capacity charge 1,671 1,288 1,715 1,331
Energy fee 1,657 1,128 1,657 1,128
Congestion revenue 495 289 495 289
Transit revenue 12 130 12 130
SwePol Link 245 214 - -
Other revenue 85 54 76 50
TOTAL 4,165 3,103 3,955 2,928
NOTE 2. SYSTEM REVENUES

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Sold balancing power 4,498 2,638 4,501 2,638
Sold final power 462 127 462 127
Sold supportive power 191 124 191 124
Sold regulation power 691 372 691 372
TOTAL REGULATION POWER 5,842 3,261 5,845 3,261
Powerreserve 79 83 79 83
EDIEL revenues 7 7 7 7
TOTAL 5,928 3,351 5,931 3,351

Balancing powerrevenueisforinvoicedincome for
theimbalance that balance providers have caused
in the national electricity system.

NOTE 3. GOVERNMENT GRANT FOR ELECTRICITY CONTINGENCY PLANNING
GRANTS ACCOUNTS FOR THE PARENT ENTITY

Opening Allocation for Total Expenses Closing
transmis- theyearas amount amount
sionamount per letter of available
governance
EXPENSE AREA 06 - DEFENCE AND
CIVIL EMERGENCY PLANNING
2:04 Emergency preparedness
Appropriationitem 3, Electricity 31,995 31,995 -31,995 0
emergency measures
EXPENSE AREA 21 - ENERGY
2:04 Electricity contingency planning
Appropriationitem 1, Electricity 0 250,000 250,000 -235,224 14,776
contingency planning
TOTAL 31,995 250,000 281,995 -267,219 14,776
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CONDITIONS FORTHE GRANTACCORDING TO THE
LETTER OF GOVERNANCE (MSEK)

MAXIMUM AMOUNT OUTCOME

Administrative expensesin the operation

The grants utilized during the course of the year
amounting to SEK 267 (220) have been used for
activities including compensation to the emer-
gencyreserve, supplementingemergency pylons,
expanding battery capacity in national grid sta-
tions that are significantin restoring the electric-
ity system after a power failure, operation and
maintenance of emergency stores, introduction of
the communication system

24 15

Rakel and security-enhancing measures in
important electrical facilities.

For this appropriation, there is also a frame-
work forauthorisation that,accordingto civillaw,
is a binding undertaking that entails future
expenses. They are set outin the table below.

ALLOCATED FRAMEWORK FOR CONSTITUENT OUTSTANDING FORECAST

OUTSTANDING UNDERTAKINGS, UNDERTAKINGS UNDERTAKINGS 2011 2012 2013
(TSEK)

406,000 228,920 378,784 129,340 71,486 177,958

NOTE 4. CAPITALISED WORK FOR OWN ACCOUNT

GROUP AND PARENT ENTITY 2010 2009
(MSEK)

Construction workin progress 51 38
Capitalised development of 8 7

computer programs

TOTAL 59 45

NOTE5. STAFF EXPENSES

Thisitem concernslabour costs for SvenskaKraft-
nat's own personnel that are capitalised against
investment projects.

Investment projects refer to both construction
work in progress and capitalised IT development
projects.

EMPLOYEES GROUP PARENTENTITY
Quantity 2010 2009 2010 2009
Women 113 95 112 94
Men 247 230 246 229
TOTAL 360 325 358 323

The average number of employees in the group
during 2010 was 344 (317), of whom 342 (315) were
in the parent entity and 2 (2) in Poland in the Swe-
Pol Link Group.

The distribution between men and women at
year end can be seen from the table above. There
is one man and one women employed in Poland.

The Group’s staff expenses amounted to SEK
297 (280) million, of which the payroll costs were
SEK 184 (166) million. Added to this are pension
expenses of SEK 30 (35) million and also social
security expenses of SEK 64 (62) million.

The public utility's 's staff expenses amounted
to SEK 296 (279) million, of which the payroll costs
were SEK 183 (165) million. Added to this are pen-
sion expenses of SEK 30 (35) million and also
social security expenses of SEK 64 (62) million.

The Director General's salary amounted to
SEK 1.2 million and pension expenses to SEK 0.5

million according to calculations from the
National Government Employee Pensions Board.
The Deputy Director General's salary for the year
as a whole amounted to SEK 1.1 million and pen-
sion expenses amounted to SEK 0.8 million.
Three board members departed on 31 March
2010 and three new members took up positionsin
July. Thedistribution between menandwomenon
the Board of Directors is unchanged (excluding
staff representatives) and is set outin the table.

THE BOARD, NUMBER 2010 2009
Women 3 3
Men 5 5
TOTAL 8 8
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Remuneration to Directors and their positions on
other boards are set outin the table below.

BOARD OF DIRECTORS POSITIONS IN GOVERNMENTAL FEE
AUTHORITIES, BOARDS/COUNCILS
ORLIMITED COMPANIES
Bo Ké&llstrand, Chairman Seventh AP Fund 78,996
County Governorin Vasternorrland County
Anna-Stina Nordmark-Nilsson, Deputy Chairperson Sveaskog AB 52,992
Former MD, Swedish Federation of Business Owners Dids fastigheter AB
Mikael Odenberg, Director General National Agency for Government
Employers
Government's Emergency
Management Committee
Christer Samuelsson 52,992
MD and partner, Sensa Corporate Advisors AB
Karin Stierna Stromsunds utvecklingsbolag AB 52,992
Chair of Municipal Executive Board, Strémsund
Municipality
Bjorn Carlsson Amotfors Energi AB 26,496
CEO Ackkarrs Bruk. Consultant
Minoo Akhtarzand Swedish Export Credits 26,496
County Governorin Jonkdping County Guarantee Board
The Swedish Broadcasting
Corporation AB
Bo Normark Board for Energy Development at 26,496
MD Power Circle AB the Swedish Energy Agency
SaraJonsson, Staff representative SACO
Sture Tornstam, Staff representative ST
DEPARTED BOARD MEMBERS
Tomas Bruce 13,248
Ann-Sofie Danielsson 13,248
Bo Diczfalusy 13,248
TOTAL 357,204

According to the authority's instruction, there
must be a council at Svenska Kraftnat that has
insightinto the contingency planning operationfor
electricity and a council to assist the public utility
inits work on dam safety issues. The members of
the ContingencyPlanning Councilare appointed by
the Government, while the Director General
appoints the members to the Dam Safety Council.

Remuneration paid to the Dam Safety Council in
20101in Swedish kronor amounted to:

DAMSAFETY COUNCIL

Henrik Lov 36,000

Remuneration paid for representationonthe Tele-
communications Interference Board during 2010
in Swedish kronor:

TELECOMMUNICATIONS
INTERFERENCE BOARD

Alf Andersson 32,000

Remuneration paid to the members of the Contin-
gency Planning Council in 2010 in Swedish kronor

amounted to:

CONTINGENCY

PLANNING COUNCIL

Caroline Carlsson 2,925
Eva Ekenberg 1,950
Lena Hovmark 1,950
Lars Joelsson 2,925
Daniel Jonsson 1950
Ove Landberg 975
Andres Muld 1950
Cecilia Nystréom 2,925
Anders Richert 1950
Birgitta Rydén 975

TOTAL

20,475
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NOTE 6. OTHER OPERATING EXPENSES

PARENTENTITY
MSEK 2010 2009
Energy compersation 443 201
Operation & maintenance
Plant fees
Transit expenses

Countertrade for national grid

Primary Regulation
Disturbance reserve

R S T T » THE GROUP'S

REVENUES INCREASED
BY SOME 50% «

The item Other Expenses includes payments to
accountantsin the following amounts:

PARENTENTITY
MSEK 2010 2009
Swedish National Audit Office . . 0.9 0.8
Other auditors . . - -
AUDITING EXPENSES . . 0.9 0.8
Consultation, Ernst & Young

TOTAL

NOTE 7. SHARE OF INCOME IN ASSOCIATED COMPANIES

GROUP (MSEK) 2010

Nord Pool ASA 9

Nord Pool Spot AS
STRI
Kraftdragarna AB
TOTAL




NOTE 8. OPERATING INCOME PER BUSINESS SEGMENTS

OPERATING REVENUE OPERATING INCOME
GROUP (MSEK) 2010 2009 2010 2009
Transmission on the national grid 4,224 3,148 710 256
System operator - electricity 5,928 3,351 41 60
Telecommunications - external 72 69 22 25
Telecommunications -internal 54 54 5 11
System operator - natural gas 49 57 4 3
Chargeable activities 7 6 3 2
Associated companies - - 20 31
Contingency 267 220 0 0
Segment elimination -54 -54 - -
TOTAL 10,547 6,851 805 388

The predominant business segments within the Group
are Transmission on the National Grid and System
Operator for Electricity. Included in the operating
income are the external revenue and expenses for the
areas of business. Activated own work is included in
Transmission on the National Grid, see note 4.

Some items concern both the business segment
Transmissiononthe National Gridand System Oper-
ator for Electricity. When it has not been possible to
link these activities to a business area, the costs
have been distributed on a standard basis.

The Telecommunications business segment has
performed services for Transmission on the

National Grid to a value of SEK 54 (54) million, which
isreportedasoperatingincome for Telecommunica-
tions and a corresponding increase in operating
expense for Network. Capitalised own work is
includedintherevenuesforthe Transmissiononthe
National Grid area of business at an amount of SEK
59 (45) million.

Within the business segment System Operator
for Electricity, the balance providers have agree-
ments with the parent entity on frequency mainte-
nance and settlement of their imbalances. Profit
trends are shown below for the years 2010 and 2009
inthe parent entity.

PARENTENTITY (MSEK) 2010 2009
OPERATING REVENUE

Balancing power revenue 5,759 3,203
Capacityreserve 79 83
Ediel 7 7
Other balancing service revenues 86 58
TOTAL OPERATING REVENUE 5,931 3,351
OPERATING EXPENSES

Personnel expenses -15 -11
Balancing power expenses -5,438 -2,955
System operation, primary regulation -272 -179
Disturbance reserve =51 -51
Capacity reserve =79 -77
Other expenses -19 -12
Depreciation -8 -2
TOTAL OPERATING EXPENSES -5,882 -3,287

OPERATING INCOME

49 64
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Investments per business area are distributed as
shownin the table below:

MSEK 2010 2009
Transmission on the 1,239 1,409
national grid

System operator 19 32
- electricity

Telecommunications 12 86
Chargeable activities 6 -
TOTAL 1,276 1,527

Return on capital employed for the group is 9.0
(4.5) %. The overriding proportion of the capital
employed belongs to the Transmission on the
National Grid business area.

NOTE 9. PROFIT FROM OTHER SECURITIES AND
RECEIVABLES THAT ARE FIXED ASSETS

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Dividend on shares and participationsin - - 174 1,358
associated companies
Incomein conjunction with sales of 34 - -111 -
shares and participationsin associated
companies
Interestincome onlong-term - - 2 3
receivablesin subsidiaries
Interestincome onlong-term 1 4 1 4
receivablesin associated companies
Otherinterestincome - - - -
Exchange rate differences 0 7 0 7
TOTAL 35 11 66 1,372

NOTE 10. INTEREST INCOME AND SIMILAR INCOME ITEMS

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Interestincome from bank balances 2 1 1 1
Otherinterestincome 1 12 1 11
TOTAL 3 13 2 12

Shares in the profit of associated companies are
presentedin a separate note. Dividends and prof-
its in conjunction with sales of shares/ participa-
tions in associated companies are presented
under note 9.
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NOTE 11. INTEREST EXPENSES AND SIMILAR EXPENSE ITEMS

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Interest expenses, Pension liability 38 6 38 6
Interest expenses, long-term credit 9 16 - -
Interest expenses, National Debt Office 5 4 5 4
loan
Interest expenses, current liabilities 1 11 1 11
Capitalised interest for new construction -6 -6 -6 -6
Exchange rate differences 13 0 11 -
Other financial expenses 0 0 - -
TOTAL 60 31 49 15
NOT 12. TAXON INCOME FOR THE YEAR
GROUP (MSEK) 2010 2009 Sincethe majority of the Group'sincome before tax

is earned in the parent entity, which is relieved
fromincome tax, noaccountis given of the connec-
Deferred tax -4 -1 tion between the tax expense for the year and the
reported income before taxin the Group.

Current tax -6 -5

TOTAL -10 -

NOTE 13. INTANGIBLE FIXED ASSETS

GROUP AND Capitalised Landrights Rightsofuse Construction Total
PARENTENTITY (MSEK) expenditure for fibre optic workin
for computer cables progress
programmes
Opening acquisition value 145 170 72 116 503
Acquisitions 55 55
Sales/disposal -4 - - - -4
Reclassifications 103 0 7 -119 -9
CLOSING ACCUMULATED 244 170 79 52 545
ACQUISITION VALUE
Depreciation brought forward 75 112 32 0 219
Sales/disposal -3 - - - -3
Reclassifications 6 1 2 - 9
Depreciation for the year 28 3 7 0 38
ACCUMULATED DEPRECIA- 106 116 41 0 263
TION CARRIED FORWARD
PLANNED RESIDUAL VALUE 138 54 38 52 282
CARRIED FORWARD

Intangible fixed assets consist of land rights in
the form of easements and line rights, rights of
use forfibre optic cables, licences and capitalised
expenditure for computer programs.
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NOTE 14. TANGIBLE FIXED ASSETS

GROUP (MSEK) Buildings Machinery and other Construction Total
and land technical facilities workinprogress

Opening acquisition value 963 16,874 2,360 20,197

Acquisitions 0 3 1,218 1,221

Sales/disposal -4 -171 -1 -176

Depreciationin connection 0 -5 0 -5

with disposal

Reclassifications 7 1,038 -1,035 10

CLOSING ACCUMULATED 966 17,739 2,542 21,247

ACQUISITION VALUE CARRIED

FORWARD

Depreciation brought forward 500 9,915 0 10,415

Sales/disposal -3 -186 0 -189

Depreciation for the year 37 584 0 621

ACCUMULATED DEPRECIATION 534 10,313 0 10,847

CARRIED FORWARD

PLANNED RESIDUAL VALUE 432 7,626 2,542 10,400

CARRIED FORWARD

Depreciation last fiscal year 37 532 - 569

PARENTENTITY (MSEK) Buildings Machinery and other Construction Total

and land technical facilities workinprogress

Opening acquisition value 486 14,447 2,340 17,273

Acquisitions 2 1,198 1,200

Sales/disposal -4 -170 -174

Depreciationin connection -5 -5

with disposal

Reclassifications 7 1,025 -1,022 10

CLOSING ACCUMULATED 489 15,299 2,516 18,304

ACQUISITION VALUE CARRIED

FORWARD

Depreciation brought forward 285 8,803 0 9,088

Sales/disposal -5 -182 0 -187

Depreciation for the year 13 457 0 470

ACCUMULATED DEPRECIATION 293 9,078 0 9,371

CARRIED FORWARD

PLANNED RESIDUAL VALUE 196 6,221 2,516 8,933

CARRIED FORWARD

Depreciation last fiscal year 13 408 - 421

The item Machinery and other technical facilities the commissioning of facilities after reinvest-
includes switchyard equipment, power cables, ments. The tax value for properties in the Group
submarine cables, control equipment, fibre optic amounts to SEK 233 (183) million. The increase is
installations as well as telecommunications and due to acquisition of properties within the South

information systems. West Link project.

Disposals arise primarily in connection with
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NOTE 15. SHARES AND PARTICIPATIONS IN GROUP COMPANIES
COMPANY CORPORATE DOMICILE  SHARE QUAN-  NOMINAL  BOOK
NUMBER (%) TITY  VALUE VALUE

Svenska 556575-7274 Stockholm 100
KraftKom AB

Svenska Kraftndat 556451-0260 Stockholm 100
Gasturbiner AB

SwePol Link AB 556530-9829 Stockholm

TOTAL

NOTE 16. SHARES AND PARTICIPATIONS IN ASSOCIATED COMPANIES

>> OU Ia AI lBl I ION IS COMPANY CORPORATE DOMICILE ~ SHARE QUAN- BOOK VALUE

NUMBER (%) TITY GROUP PARENTENTITY
TO B E O N E O F TH E Nord Pool ASA NO 965662952 Lysaker 100,000 -
Nord Pool Spot AS NO 984058098 42
M OST ATTRACTIVE StriAB 556314-8211 4
KraftdragarnaAB 556518-0915
Elforsk AB 556455-5984
EM PLOYERS << Triangelbolaget 556007-9799

D4 AB

TOTAL

The shareholdingin Nord Pool ASA was sold dur-
ing the year. The acquisition value is the same as
the book value in the parent entity.

NOTE 17. CURRENT RECEIVABLES - THE GROUP

MSEK

Accounts receivable

Receivables from associated companies

Other receivables

Receivable from the public utility's overdraft facility

TOTAL




NOTE 18 RECEIVABLE FROM THE PUBLIC UTILITY'S CHEQUE ACCOUNT

GROUP AND PARENTENTITY (MSEK) 2010 2009
Opening balance (receivable +, liability -) 33,811 34,014
Settled against Government budget:
Appropriation 267,219 219,799
Settled against public utility’s overdraft facility:
Appropriation funds withdrawn -240,002 -220,002
BALANCE CARRIED FORWARD 61,028 33,811
The receivable carried forward of SEK 61 (34) mil-
lion consists of the difference between withdrawn/
deposited funds from the public utility’s overdraft
facility and deducted expenses/deposited income
against the Government budget. Since 2008 the
Swedish Government Offices are responsible for
reporting the income title with respect to the divi-
dend that Svenska Kraftnat deposits.
NOT 19. PREPAID EXPENSES/ACCRUED INCOME

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Prepaid expenses, other 25 17 24 16
Accrued income, network 252 194 252 194
Prepaid expenses, system operator 831 360 831 360
Prepaid expenses, Renewable electricity 1 1 1 1
certificates
Prepaid expenses, Natural gas 6 4 6 4
Prepaid expenses, other 36 2 36 0
TOTAL 1151 578 1150 575
NOTE 20. LONG-TERM INTEREST-BEARING LIABILITIES

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
The National Debt Office 1,252 1,033 1,252 1,033
Creditinstitutions 720 802 - -
TOTAL 1,972 1,835 1,252 1033

The liability to the National Debt Office is for the
currentloan parameter.

Of the other externalloans, atotal of SEK 391 (473)
million falls due for paymentafter fiveyearsinthe
case of the Group and SEK 0 (0) million for the
parent entity.

NOTE 21. LONG-TERM NON-INTEREST-BEARING LIABILITIES

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Contributions fromland owners 415 - 415 -
Investment grants 74 5 74 5
Advance payments from fibre optic 71 84 71 84
customers
Advances for IT licences 1 - 1 -
Advance payments from other customers 375 418 - -
TOTAL 936 507 561 89
NOTE 22. PROVISIONS FOR PENSIONS
GROUP AND PARENT ENTITY (MSEK) 2010 2009
OPENING BALANCE 425 392
Pensions paid -9 -6
Annualindexation of pension liability 24 37
Ditto provisions for payroll tax 7 9
Adjustment of liability and payroll tax due to change of 31 -7
calculation method
BALANCE CARRIED FORWARD 478 425
NOTE 23. CURRENT INTEREST-BEARING LIABILITIES

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Short-term part of long-term 82 82 - -
loans from credit institutions
TOTAL 82 82 - -




NOTE 24 ACCRUED EXPENSES/PREPAID INCOME

GROUP PARENTENTITY
MSEK 2010 2009 2010 2009
Accrued expense, balancing power 672 450 672 449
Accrued expense, primary regulation 17 8 17 8
Accrued expenses, power reserve 26 17 26 17
Accrued expense, energy compensation 42 16 42 16
Accrued expense, transmission losses 144 91 144 91
Accrued expense, disturbance reserve 5 5 5 5
Transit compensation 37 39 37 39
Accrued staff expenses 41 22 41 22
Accruedleases on fixed assets 12 12 12 12
Accrued maintenance expenses 16 30 13 30
Accrued contingency expenses 31 18 31 18
Accrued expenses, natural gas 4 4 4 4
Accrued expenses, other 13 7 9 7
Prepaid Telecommunications revenue 14 8 14 8
Prepaidincome, other 4 1 3 1
TOTAL 1,078 728 1,070 727
NOTE 25. CONTINGENT LIABILITIES
The Parent Entity acted as guarantor for aloan to
STRI AB in respect of acquisition of property in
Ludvika. This guarantee, which amounted to
SEK 4 million, was redeemed during 2010.

In the parent entity’s assessment, Svenska

Kraftndt and its subsidiaries are not party to any
legal material proceedings that could have a sig-
nificant negative impact on the result.
NOTE 26. FUTURE LEASING COMMITMENTS

GROUP PARENT ENTITY
MSEK 2010 2009 2010 2009
Within one year 221 243 294 288
Later than one year but within five years 632 183 848 349
Later than five years 545 152 545 152
TOTAL 1,398 578 1,687 789

Agreed futureleasing fees fall due for paymentas
indicated above. All rental agreements are
operational leasing agreements. The amounts in
the case of the parent entity also include
commitments to the subsidiary Svenska Kraftnat
Gasturbiner AB.
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16. PROPOSED

DISPOSITION OF

EARNINGS

The Government's share of non-restricted
equity amounts to SEK 4,057 million, of which
the profit for the year amounts to SEK 769 mil-
Lion.

Of the parent entity’s non-restricted equity
of SEK 3,870 million, of which the profit for the
year amounts to SEK 754 million, itis proposed
that SEK 499 millionis allocated for dividend in
accordance with the dividend policy and that
the surplus be carried forward.

Sundbyberg, 21 February 2011

Bo Kallstrand
CHAIRMAN

Mikael Odenberg
DIRECTOR GENERAL

Karin Stierna

Minoo Akhtarzand

Sture Térnstam
STAFF REPRESENTATIVE ST

The board suggests that the parent entity’s
income statementand balance sheetaswellas
the Group’s income statement and balance
sheet be adopted for 2010.

We certify that the annual report provides a
correct picture of the profit/loss of the busi-
ness and also of expenses, revenues and the
authority’s and the Group’s financial position.

Ourassessmentisthatinternal governance
and controlin the authority is satisfactory.

Anna-Stina Nordmark-Nilsson

DePuUTY CHAIRPERSON

Christer Samuelsson

Bjorn Carlsson

Bo Normark

Sara Jonsson
STAFF REPRESENTATIVE SACO




17. AUDITOR'S REPORT FOR
THE SVENSKA KRAFTNAT
PUBLIC UTILITY

REPORT ON THE ANNUAL ACCOUNTS

The Swedish National Audit Office has audited
the annual report for the Public Utility svenska
kraftnat and the Svenska Kraft Group for 2010,
dated 2011-02-21.

THE RESPONSIBILITY OF THE MANAGEMENT
OF THE AUTHORITY FOR THE ANNUAL REPORT
It is the management of the authority that is
responsible for preparinganannualreportthat
gives a true and fair picture according to the
Annual Reports and Budget Documentation
Ordinance (2000:605), as well as in accordance
with the instruction, letter of governance and
other rulings relating to the public utility. The
management of the authority is also responsi-
ble for the internal management and control
that they deem to be necessaryin orderto pre-
pareanannualreportthatdoes not contain sig-
nificanterrors, whetherduetoirregularities or
errors.

THE AUDITOR'S RESPONSIBILITY

The responsibility of the Swedish National
Audit Office is to express an opinion on the
annual accounts based on its audit. The Swed-
ish National Audit Office has conducted the
auditinaccordance with sound auditing stand-
ards. These standards require that the Swedish
National Audit Office complies with profes-
sional ethicsand also plansand carries out the
audit in order to achieve reasonable certainty
on whether the annual report contains signifi-
canterrors.

Anauditentails usingvarious proceduresto
collect audit evidence relating to amounts and
other information in the annual report, and
whetherthe administration of the management
follows applicable regulations and special
Government decisions. The auditor selects the
procedures thatare to be used through, among
other things, assessing the risks of significant
errors in the annual report, whether they are

due to irregularities or errors. When making
this risk assessment, the auditor takes into
consideration those aspects of the internal
management and control that are relevant for
howthe authority preparestheannualreportin
order to give a true and fair picture. The aimis
to formulate auditing procedures that are
appropriate with respectto the circumstances,
butnottomake astatementabout the effective-
ness of the authority's internal management
and control. An audit also includes an evalua-
tion of the appropriateness of the accounting
principles that have been used and of the rea-
sonableness of the management’s estimatesin
thereport, aswell as an evaluation of the over-
all presentationin the annual report.

The National Audit Office considers that the
audit evidence that has been obtained is suffi-
cient and appropriate as a basis for its state-
ment.

STATEMENT

In the view of the National Audit Office the
annual report gives a true and fair picture in
all significant respects of the Public Utility
svenska kraftndt's and the Svenska Kraftnat
Group's financial position as per 31 December
2011 and of its profits and financing for the
year in accordance with the Annual Reports
and Budget Documentation Ordinance
(2000:605), the instruction, letter of govern-
ance and other rulings relating to the public
utility.

Henrik Sdderhielm is the responsible
auditor and he made the decision in this mat-
ter. Ulrika Meyer who was in charge of the
assignment, contributed to the decision.

The Auditor's Report of the Swedish
National Audit Office was submitted on
22 February 2011.

Henrik Sdderhielm, Ulrika Meyer

Bo Kallstrand
CHAIRMAN

Born 1949, appointed 2009.
County Governorin Vaster
norrland County.

Other directorships:

Chairman Seventh AP Fund and
member of the Royal Swedish
AcademyofEngineeringSciences,
dept. V Electrotechnology

Mikael Odenberg
D1rRecTOR GENERAL

Born 1953, appointed 2008.
Former cabinet minister.
Other directorships:

Member of the Government's
Emergency Management
Committee, the National
Agency for Government
Employers board and the Royal
Academy of Military Sciences.

Karin Stierna

Born 1970, appointed 2007.
Chair of the municipal executive
board, Stromsund Municipality.
Other directorships:

Director of Strémsunds
Utvecklingsbolag AB.

Minoo Akhtarzand

Born 1956, appointed 2010.
County Governorin Jonkdping
County.

Other directorships:

Director of the Swedish Export
Credits Guarantee Boardandthe
SwedishBroadcastingCorporation
AB. Governmentinvestigator of
system operator for natural gas.

Sara Jonsson
STAFF REPRESENTATIVE

Born 1982, appointed 2010.
RepresentativeoftheSwedishCon-
federationofProfessionalAssocia-
tions SACO.
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18. THEBOARDOF DIRECTORS

Anna-Stina
Nordmark-Nilsson
DEepuTY CHAIRPERSON

Born 1956, appointed 2004.
FormerMDoftheSwedishFedera-
tion of Business Owners.

Other directorships:

Board member, Di6s Fastigheter
AB, Svea Skog AB.

Christer Samuelsson

Born 1954, appointed 2001.
MD and Partner, Sensa
Corporate Advisors AB.

Bjérn Carlsson

Born 1952, appointed 2010.
CEOAckkarrsBrukandconsultant
in Investment Banking.

Other directorships:

Director, Amotfors Energi AB.

Bo Normark

Born 1947, appointed 2010.

MD Power Circle AB.

Other directorships:

Member of the Board for Energy
Development at the Swedish
Energy Agency and Chairman of
UP Kraft at the same authority.

Sture Térnstam
STAFF REPRESENTATIVE

Born 1947, appointed 2005.
Representative of the Swedish
Federation of Civil Servants ST.




19. ADDRESSES

Svenska Kraftnat, Head Office
Box 1200, 172 24 Sundbyberg

Visiting address: Sturegatan 1

Tel: +46 8-4758000 Fax: +468-4758950
www.svk.se E-mail:info@svk.se
Invoice address: Svenska Kraftnat

Box 306, 83023 Hackas

Svenska Kraftnat, Halmstad
Region South

Box 819,301 18 Halmstad

Visiting address: Kristian IV:svag3
Tel: +46 8-4758000
Fax:+4635-182241, +46 35-182239

Svenska Kraftnat, Solleftea
Nipan51,88152 Sollefted
Tel: +46 620-7876 10 Fax: +46 620-12146

Svenska Kraftnat, Sundsvall
Region North

Box 603,851 08 Sundsvall

Visiting address: Erstagatan 2

Tel: +46 60-195700 Fax: +46 60-195709

Elforsk AB

Olof Palmes gata 31, 10153 Stockholm
Tel: +468-6772530 Fax: +468-6772535
www.elforsk.se

Kraftdragarna AB

Norra Seglargatan 15, 72132 Vasteras
Tel: +46 21-1704 80 Fax: +46 21-1704 85
www.kraftdragarna.se

Nord Pool Spot AS, Head Office
P.b. 121, NO-1325 Lysaker, Norway

Tel: +47 67109100 Fax: +4767109101
www.nordpoolspot.com

STRIAB

Box 707, 77180 Ludvika

Tel: +46 240-79500 Fax: +46 240-15029
www.stri.se

Svenska Kraftnat Gasturbiner AB
Box 1200, 172 24 Sundbyberg

Visiting address: Sturegatan 1

Tel: +468-4758000 Fax: +468-4758950

SwePol Link AB

Box 1200, 172 24 Sundbyberg

Visiting address: Sturegatan 1

Tel: +46 8-4758177 Fax: +468-375039
www.swepollink.se

Triangelbolaget D4 AB

Box 26,237 21Bjarred

Tel: +46706-640419 Fax: +46 46-292811
www.triangelbolaget.se
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