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DIRECTOR GENERALS

STATEMENT

Between 2007 and 2011 Svenska Kraftndt's
investments have increased by an average of
about 50% each year - from just under SEK 600
million to almost 2 800 million. The Swedish
Parliament has granted aninvestment volume
of SEK 3 000 million for 2012, which is equiva-
lent to the total money invested by the utility
during the entire 1990s.

IMPETUS BEHIND INVESTMENTS

There are a number of driving forces behind
this rapidly increasing amount of investment.
An important one of these is the high level of
ambition in relation to climate policy, at both
national and European levels. Renewable elec-
tricity generation will have to increase by about
25 TWh by 2020 compared with the level in
2002, which will require a major expansion of
the transmission networks.

Upgrading the reactors of the nuclear power
plantsis also on-going. A number of new 400 kV
power lines need to be constructed from Fors-
mark and Oskarshamn to facilitate the increa-
sed power output from the plants.

Power supply to the metropolitan areas
needs to be improved and made more robust.
The important power line between Stenkullen
and Lindome is currently being built outside
Guthenburg. By 2020 Svenska Kraftnat -
together with the regional network owners
Fortum and Vattenfall - will have invested a
gross amount of almost six billion SEK in the
Stockholm Strém project, which has the aim of
securing the long term power supply to the
capital.

STRATEGIC INVESTMENTS

Continued market integration will enable the
overall electricity generation resources to be
used more efficiently - for the benefit of both
the environmentand the national economy. This
integration is not just necessary to establish a
functioning European electricity market, but

also to enable large amounts of volatile wind
power production to be harnessed. Bottlenecks
inthe Nordic electricity grids and between the
Nordic region and the continent must accor-
dingly be removed by building additional lines.

One such strategic project was completed
during 2011, namely the new Fenno-Skan 2 DC
link over South Kvarken. The link increases the
trading capacity between Sweden and Finland
by 40%.

During the year a decision was also taken
on another strategic project, the so-called
South-West Link. It is Svenska Kraftnat's lar-
gestinvestment ever, and almost SEK 7.5 billion
will be invested in a first stage to strengthen
transmission capacity from central to southern
Sweden.

The projectisimportantinterms of strength-
ening the AC network, increasing reliability,
removing domestic transmission limitations,
reducing the risk of price differentials within
the country and enabling additional external
links. The South-West Link also represents a
significant technical step when high-voltage
DC technology, HVDC VSC, is introduced in the
national grid. At the end of 2011 a contract was
concluded for converter stations and ground
cables.

FOUR BIDDING AREAS

On 1 November Svenska Kraftnat divided the
Swedish electricity market into four different
bidding areas on the Nordic electricity ex-
change. The power exchange price for electri-
city is then set according to the relationship
between supply and demand for electricity in
each area.

Dividing the marketis not newin the Nordic
region, ratheritis the foundation on which tra-
dingis basedinthe Nordic electricity exchange.
However, Sweden has previously comprised
one single bidding area, i.e. the boundary of the
bidding area has coincided with the national

borders. The boundaries of the bidding areas
now reflect the so-called constraint areas
where there are bottlenecks in the network
that limit transmission capacity. This estab-
lishes the conditions to allow the electricity
market to deal with these bottlenecks in a way
thatis consistent with EU competition rules.

The division into bidding areas enables the
electricity market to function better. However,
the change has been controversial. Now that
the price signals can reach the market partici-
pants, there will be a relatively high price in
areas with a deficit of electricity compared with
the price in the areas where supply exceeds
demand. At the same time it has become clear
where new electricity production needs to be
established, and where thereisaneedtoinvest
in further reinforcement of the network.

Occasionally during November 2011, quite
substantial price differences arose between
the bidding areas, primarily as a result of low
availability of the nuclear power plants. Trans-
mission capacity to southern Sweden improved
in line with the reactors being reconnected
into the grid. During December and January
price differences between northern Sweden
and southern Sweden were very small - one
Swedish ore per kilowatt hour in December
andlessthan one 6rein January.

The intense focus on geographic price dif-
ferences detracted from the fact that overfull
reservoirs and warm weather conditions have
actually decreased electricity prices through-
out the country. During December 2011 Skane's
electricity price onthe exchange was less than
half of what it was in December 2010.

CONCLUDING WORDS

The expanding operations make it necessary
for the utility to continually improve manage-
ment, control and follow-up of its extensive
project activities. Svenska Kraftnat has also

been environmentally certified according to
IS0 14001.

During the year Sweden had net electricity
exports of 6.9 TWh, compared to last year's net
import of 2.1 TWh. During 2011, Svenska Kraft-
nat achieved the Government's yield require-
ment and group earnings amounted to SEK 594
million.

Stockholm, February 2012
MIKAEL ODENBERG




THIS IS SVENSKA
KRAFTNAT

Svenska Kraftnat is a state-owned public uti-
lity that was set up in 1992 to administer and
develop the national grid for electric power -
the motorways of the Swedish electricity sys-
tem. The national grid comprises 15,000 km of
400 kVand 220 kV powerlines, about 150 trans-
former and switching stations, as well as
interconnection to neighbouring countries.
Svenska Kraftnat is the system operator for
electricity and ensures that there is a continu-
ous balance between electricity fed into and
withdrawn from the system to ensure that a
frequency of 50 Hertz can be maintained. The
utility is also the system operator for the Swe-
dish natural gas network. Svenska Kraftnat is
the authority with responsibility for electricity
contingency planning, as well as providing
guidance with regard to the supervision of dam
safetyin Sweden.

Svenska Kraftndt promotes an open Swe-
dish, Nordic and European market for electri-
city and natural gas. It develops the national
grid and the electricity marketin orderto meet
the needs of society for a secure, environmen-
tally friendly and economic electricity supply.
In doing this it also has an important role to
playin climate policy.

At the end of 2011 the utility had 399 perma-
nent employees, the majority of whom work at
the head office in Sundbyberg. The national
control room, from which the national grid is
monitored and controlled 24 hours a day, is
also located there. There are also offices in
Sundsvall and Halmstad, as well as a control
centre in Sollefted. Hundreds of other people
are employed as contractors for maintaining
the national grid.

During 2011 turnover amounted to just
under SEK 9.3 billion and the balance sheet
total to just over SEK 15.5 billion.

The operation is regulated by legislation,
by laws and an annual letter of governance
from the Government. The Government also

appoints Svenska Kraftnat's Board of Direc-
tors and the Director General. The utility, or
parent entity, is organised into nine depart-
ments. In addition there are six councils for
cooperation with various external stakehol-
ders. Svenska Kraftnat has three subsidiaries
and five associated companies, among which
is Nord Pool, the Nordic electricity exchange,
with its registered office in Oslo.

ACTORS IN THE ELECTRICITY MARKET

In its role as national grid operator, Svenska
Kraftnat has direct contact with the companies
that own facilities connected to the grid - large
production plants and regional electricity net-
works. A prerequisite for the balance between
feed-in and withdrawal of electricity is that ge-
neration is planned on the basis of a consump-
tion forecast. Svenska Kraftnat makes this fore-
castin consultation 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. Electricity producers or electricity
trading companies are examples of balance
providers. All electricity consumers must
have a balance provider that is responsible for
their consumption. In practice, each electri-
city supplier ensures this. Electricity suppli-
ers can be balance providers themselves, or
cantransferthe responsibility to another com-
pany. The local electricity network companies
submit the consumption figures to Svenska
Kraftnat, which uses them to calculate how the
balance providers are to balance production
against consumption.

System operatorsin other countriesare also
included as actors in the electricity market.
International cooperation is being continu-
ously developed and over time is assuming an
increasingly distinct European focus, with all
European grid operators collaborating in the
ENTSO-E organisation.
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VISION AND VALUES

»A LEADING ROLE FOR A SECURE AND
SUSTAINABLE ENERGY SUPPLY«
This is Svenska Kraftnat's vision. It expresses
our ambition to have aleading role in the energy
sector - regardless of whether it concerns
establishing a high level of reliability, a better
functioning electricity market or building net-
works and creating the conditions to realize
the Swedish Parliament’'s ambitions in terms
of energy and climate policies. We will provide
a national grid that is reliable and ensures
personal safety. We will work to provide
environmentally compatible and sustainable
solutions for Sweden'’s energy supply.
Svenska Kraftndt's fundamental values
reflect the values that should characterise the
utility and that we wish to represent. Our four
value words are:
> Development
> Responsibility
> Efficiency
> Clarity

DEVELOPMENT

The rapidly increasing rate of investment
means that Svenska Kraftnat is facing new
challenges. We will develop, renew and
expand the national grid. We will handle new
technical solutions in everything from cables
to wind power and IT systems. We will main-
tain a high level of expertise and be active in
the European collaboration. To achieve this we
must be development-oriented. We must be
curious, proactive and willing to change.

RESPONSIBILITY

Svenska Kraftnat has a clear social responsi-
bility, bothin pursuing our centralroleandasa
government agency. Thisincludes responsibi-
lity for socially important infrastructure, but
also responsibility for ensuring that Sweden is
able to fulfil the Government's ambitions and
undertakings in relation to environmental and

climate policies. It is through each employee
taking personal responsibility that Svenska
Kraftnat is able to fulfil its social responsibi-
lity. Responsibility is also an important aspect
of Svenska Kraftnat's role as an employer.

EFFICIENCY

Svenska Kraftndt must operate efficiently and
do sowith satisfactory cost control. The rapidly
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 for accomplishing the tasks.

CLARITY

Svenska Kraftnat must talk in plain language
when addressing the public, interest organisa-
tions, the electricity industry and the Govern-
ment. We must treat the public, customers,
stakeholders and the media in a factual and
objective manner. We must be both transparent
andaccessible. We must be clearinourcommu-
nication and in our messages - both internally
and externally. A clear and sensitive leader-
ship, straight communication and clear posi-
tions must be our signature.

IMPORTANT EVENTS

IN THE BUSINESS

JANUARY

Estonia's President Toomas Hendrik Ilves and
King Carl XVI Gustaf visit the head office in
Sundbyberg and Svenska Kraftnat's control
room.

Svenska Kraftndt signs a contract with ABB
foragridinstallationin Hurva and with Alstom
forasimilaronein Barkeryd. The two plantsare
part of the South-West Link. The total acquisi-
tion value of the investment amounts to some
SEK 300 million.

Svenska Kraftnat conducts a crisis mana-
gement exercise with the natural gas industry.

FEBRUARY

Anenvironmental management systemislaun-
ched as a tool for the utility's work on environ-
mental issues. Work starts on achieving an
environmental certification during the year.

The board decides to invest SEK 2,650 mil-
lion in the Stockholm Strém project to build
the CityLink from Anneberg to Ekudden, which
will free up land for new houses. The aim of the
project is to provide the growing Stockholm
region with an electricity grid with improved
structure and increased reliability.

Svenska Kraftnat submits its investment
plan for 2012-2014 to the Government. The pub-
lic utility's investments are estimated at SEK
11,400 million for the three-year period.

MARCH
The Director General participates in the Minis-
try of Industry, Employment and Communi-
cation’s dialogue meeting on development of
smart electricity networks. The purpose of the
meeting is to start a dialogue on how different
actors can jointly contribute to a long-term de-
velopment of the Swedish electricity network
in order to tackle future energy and climate
objectives.

Svenska Kraftnat holds its annual meeting
for customers and stakeholders.

APRIL

The Network Development Manager Ulf Moberg
succeeds Sture Larsson as Technical Director
of Svenska Kraftnat.

The Research and Development Manager
Géran Ericsson is appointed senior lecturer at
KTH's School of Electrical Engineering.

To enable improvement and development
of the operation, an employee surveyis conduc-
ted with the aim of ascertaining the staff's opi-
nions and attitudes.

Minister for Trade Ewa Bjorling visits Sven-
ska Kraftnat.

MAY
Staff Manager Bo Krantz is appointed Deputy
Director General.

The enquiryinto future management of sys-
tem responsibility for gas (SOU 2011:46) submits
a proposal for how current system responsi-
bility operations at Svenska Kraftnét should be
transferred to a new operator.

Svenska Kraftnat organises the first »con-
tractors day« with the aim of giving our con-
tractors and consultants an overview of our
investments and future challenges.

JUNE

Svenska Kraftnat's Technical Director is cho-
senasanewboard memberwhen the ENTSO-E
organisation meets in Vilnius. ENTSO-E is a
collaboration between 42 electricity compa-
nies and authorities with system responsibility
in 35 European countries.

JUuLy
Svenska Kraftnattakes partin Almedalen Week
on Gotland. The Director General visits and
participatesinanumber of seminarsand panel
debates on topics including expansion of the
national grid, harmonisationissues and smart
electricity networks.

The power reserve is procured for winter




2011/2012. During the period 16 November 2011
to 15 March 2012 Svenska Kraftnat will have at
its disposal over 1,726 MW, 1,364 MW of which
constitute generation and 362 MW reduction in
consumption.

AUGUST

Svenska Kraftnat submits its annual report on
the Swedish power balance to the Government.
The report details how the power balance (the
peak power balance) in the Swedish electricity
market has been maintained during the past
winter and what the forecast is like for the
coming winter.

The Board of Directors decides to raise the
national grid tariff from 1 January 2012. The
increase is in accordance with what was
announced in the three-year investment and
financing planin February.

SEPTEMBER

Svenska Kraftnat's Board of Directors decides
toinvest SEK 7.3 billion in the power line project
inthe South-West Link's northern and southern
branches - from Hallsberg in Narke to Hurva
in Skane. The project is unique, both in scope
and technical execution. The investment will
bolster reliability and improve transmission
capacity, thereby reducing the risk of differen-

ces arising in the electricity price between
southern Sweden and the rest of the country.
The first transmission of power is imple-
mented on the new Fenno-Skan 2 link when 40
MW is transported from Sweden to Finland.

OCTOBER

The low level of availability from the nuclear
power plants makes it necessary to activate
back-up power, an exceptional measure for
this time of year. As all reactors in Ringhals
are shut down for two weeks, Sweden is
dependent on imports and generation in the
oil-fired condensing power plant in Karls-
hamn during the high load hours. One reactor
in Stenungsundis also kepton standbyin order
totackle the strained situation and to maintain
reliability.

A certification audit of the environmental
management system is conducted.

Svenska Kraftnat awards the prize that
Polhem 350 has announced during the jubilee
year for outstanding technology teachers at
elementary school level. Ten prize-winners
receive SEK 15,000 each.

NOVEMBER
On 1 November Svenska Kraftnat's decision to

divide Sweden into four bidding areas enters
into force. This means that the exchange price
for electricity is set according to supply and
demandinthe respective area.

The Energy Markets Inspectorate (EI) sub-
mits Svenska Kraftnat's application for a con-
cession for the South-West Link's southern
branch to the Government.

Fenno-Skan 2is putinto operation.

The Swedish Parliament ratifies a law on
electricity certificates. It entails Swedenintro-
ducing a common electricity certificate market
with Norway from 1 January 2012.

DECEMBER
Svenska Kraftnat's environmental management
system is certified according to ISO 14001.

A contract is signed with the contractor Al-
stom for the converter stations for the South-
West Link's southern branch. The contract
amounts to SEK 2.18 billion.

A contractis signed with ABB for the ground
cable for the same project. The contract amo-
unts to SEK 1.17 billion.
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01. STRUCTURE AND

CONTROL

THE SVENSKA KRAFTNAT

PUBLIC UTILITY

Svenska Kraftnat is a state-owned public uti-
lity with the task of administering, running and
developing a cost-effective, reliable and envi-
ronmentally compatible power transmission
system, and also to sell transmission capacity.
Svenska Kraftnat is also the system operator
for electricity and natural gas, and the autho-
rity with responsibility for contingency plan-
ning in relation to electricity in accordance
with the Power Contingency Act.

Svenska Kraftnat's task is to

> expand the electricity grid based on socio-
economic profitability assessments

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

> promote competition in the electricity-
and natural gas markets

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

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

> engagein export of services within the
public utility’s field of operations

> promote dam safety in the country

> expand, install and administerlines for
electronic communication, primarily in
the national grid, and also make available
the network capacity in them

> betheaccounting authorityin accordance
with the Electricity Certificates Act

> asaccounting authority, deal with
issues concerning guarantees of origin
for electricity

> monitor access to peak load capacityin the
Swedish electricity system and provide
regular information about power supply to
operators in the market

> facilitate the expansion of renewable
electricity generation

> bethe national authority responsible fora
safe and secure electricity supply

> provide the Government with an annual
report of its work as the system operator
for natural gas, in particular details of
significant circumstances for evaluating
the gas market reform

> consult with the Energy Market Inspecto-
rate in connection with execution of the
Inspectorate's commission to prepare an
annual report on security of supply for
natural gasin accordance with applicable
rules and directives

> consult with the Swedish Energy Agency
in connection with the Agency's task of
providing an annual report, in accordance
with the Council’s directive on measures
to ensure a secure supply of natural gas

> monitor the conditions that the European
Parliament hasimposed for access to net-
works for cross-border electricity trading
and collect capacity charges for this within
Svenska Kraftnat's business segment.

> ensurethat the regulations and procedures
that the public utility has atits disposal are
cost-effective and simple for citizens and
businesses

> beresponsible for thelong-term planning
and focus for electricity generation.

Inrelation to dam safety, Svenska Kraftnat shall

> monitor the impact of climate change and
also follow and contribute to developments
in the country

> work to ensure that methods to reduce
damage resulting from high rivers are
developed and utilized

> reportregularly to the Government on
developments and when necessary
propose measures

> draw attention to the need for research

> beresponsible for supervision as speci-
fied in the ordinance (1998:900) on super-
vision according to the environmental code

> consult with concerned authorities and
organisations when necessary.

GOVERNANCE FOR THE GROUP

In common with public administrative autho-
rities, Svenska Kraftnat 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 governan-
ce. Svenska Kraftnat prepares a three-year
investment and financing plan every year that
is put before Parliament for approval through
the budget and finance bill. The Staff Repre-
sentatives 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 Gene-
ral). The Director General and representatives
of the staff organisations SACO and ST are
included on the board. The Board of Directors
approves rules of procedure for Svenska Kraft-
nat. In turn the Director General approves an
internal procedure for delegation.

The Svenska Kraftnat Group consists of the
parent entity (the public utility), three subsidi-
aries and five associated companiesin Sweden
and Norway. The largest associated company
is Nord Pool AS with its head office in Oslo.

INTERNAL GOVERNANCE

AND CONTROL

Internal governance and control refers to the
process of ensuring that there is reasonable
certainty that Svenska Kraftnat will fulfil the
requirements placed on it by the Government
through the authority’'s management. The pro-
cessis based on four phases.

> Risk assessment, which entails identifying
and evaluating risks that the goals of the
operation cannot be fulfilled.

> Control structures detailing which con-
trols have been selected 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 responsibilities.
Important tools for this are Svenska
Kraftnat's intranet and regular training of
employees. Examples of external commu-
nication are reporting to other authorities
and external financial reporting.

> Following-up, which has the aim of
ensuring the effectiveness of the process
through a number of activities such as
following-up operations in relation to
targets set, audits and other types of
monitoring.

The Board of Directors has appointed a chair-
personand up to two of its members to an audit
committee. The committee supports the Board
in matters concerning internal management
and control, as well as internal auditing.
During 2011 the public utility introduced a
support system for operations planning and
follow-up. The main aim of the systemiis to faci-
litate and clarify the work of planning and fol-
lowing-up operational objectives and risks, as
well as the specific assignments that Svenska
Kraftnat receives from the Government. The
support system also handles the objectives,
key ratios, deviations, incidents and proposals
thatareincluded in Svenska Kraftnat's environ-
ment management system. During theyearthe
support system has chiefly been used by the
utility’'s managers and executive body. As an
elementinincreasing overall awareness about
our objectives, risks and assignments, all em-
ployees have access to the support system,




where it is simple for them to view planning
and follow-up of the utility's work.

OVERALL OPERATIONS

PLANNING

Svenska Kraftnat's guidelines for operations
planning delineate the rules and regulations
andthe processthat applies for Svenska Kraft-
nat's operations planning with the accompany-
ing risk analysis. Following these guidelines
will enable us to comply with the requirements
as specified in the Ordinance on Internal Mana-
gement and Control. The work of implemen-
ting these guidelines has continued during
2011. Minor adjustments in the working method
have been introduced in connection with plan-
ning the objectives for 2012 so that they more
clearly encompass all operations, making it
easier for employees to relate to the operatio-
nal plans produced.

The operational planning process includes
producing long- and short-term objectives,
and conducting a risk analysis. This is done in
order to identify the risks that might impede
achievement of the objectives. A situation
analysis and a number of target areas act as
starting points in determining the objectives.
The situation analysisis updated annually. The
target areas show Svenska Kraftnat's opera-
tions and the long-term objectives show what
we will be focusing on in the coming years.
Together the situation analysis and the target
areas constitute a document called planning
preconditions, which is approved by the Direc-
tor General. The aim of the planning precondi-
tions is to both achieve an organisation that
plans and works with the same focus and to
strengthen internal management and control.

Besides drawing up planning precondi-
tions, all aspects of operations planning take
place at departmental level. Of the objectives
that are produced for each department, some
of those that are deemed to be more all-
embracing for the operation as a whole have
subsequently been aggregated to public utility
level.

Reporting on fulfilment of objectives and
risk analysis takes place on a quarterly basis
at both departmental and public utility level.

RISK MANAGEMENT

The Group's management of risk, in accordance
with the requirements in the Ordinance on In-
ternal Management and Control, is integrated
in the various stages of overall operations
planning and takes place at both departmental
and utility level. Arisk analysis at departmental

level is presented in each department’s ope-
rations plan. Risks at utility level are compiled
in a risk report together with a plan of action.
These risks are dealt with by the departments
concerned, and follow-up of all risks takes
place in connection with quarterly reporting.

Measures have been implemented during
2011 that have led to four of the twenty signifi-
cantrisks that wereidentified prior to the start
of the year now having a lower risk value. Of
these four, one riskis nownolonger deemed to
be a significant risk. A further two risks have
been evaluated as higherat the end of 2011 than
in 2010. One risk has been added during 2011.

Twenty risks have been identified as signi-
ficant risks for 2012 within the following areas:
expansion projects and renewable sources of
energy, breakdowns and sabotage, financial
risks, environmental risks and IT related
risks. Everyyearthe Board of Directors conveys
its view of risk assessment by familiarising
itself with and approving the utility’'s general
operations plan and overall risk analysis. The
significant risks are presented in detail in the
document »Risk analysis according to the Ordi-
nance on Internal Management and Control«
which is adopted annually by the Board of
Directors.

OVERALL OPERATIONS RISKS
Svenska Kraftnat is currently engaged in a
large number of projects to develop power
lines and stations. The number of projects is
increasing and accordingly, the volume of
investment as well. A great deal of resources
and specific expertise is required, both inter-
nally within the utility and externally among
the contractors, designers and consultants
that are engaged to construct the stations and
power lines. To cover the shortfalls in resour-
ces and expertise, both Svenska Kraftnat and
the utility’s contractors are employing a large
number of new staff. Work is continuously pro-
ceeding on improving project control, project
management, follow-up and inspection.
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 short and
longterms. Operations can be subjected to dis-
ruptions and stresses of many different kinds.
Disturbances may be a result of technical
shortfalls or intentional actions aimed at cau-
sing damage. In a separate report, Svenska
Kraftnat gives an overall account of risk and
vulnerability analyses for the entire electricity
supply system in accordance with the Ordi-
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nance (2006:942) on Emergency Planning and
Heightened State of Alert.

There is a relatively minor risk of the type
of disturbance in the national grid that would
have serious consequences for society and end
customers. The grid is powerfully structured
with ample potential to maintain electricity
supply even during disrupted operating condi-
tions. However, the risk of a major power failure
cannever be totally eliminated. Svenska Kraft-
nat is taking a series of measures through,
among other things, 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 scenario can
change rapidly. In conjunction with converting
or building new station facilities, Svenska
Kraftnat has therefore substantially increa-
sed physical protection through stronger and
higher fences. We have also started to install
camera surveillance to monitor facilities, and
to equip important elements with alarms.

FINANCIAL RISKS

Svenska Kraftnat is exposed to financial risks
such as credit risks, price area risks, currency
risks, interest rate risks and liquidity risks.
They are handled through guidelines for finan-
cial management and Svenska Kraftnat's fis-
cal policy. The risks to which Svenska Kraftnat
is exposed through procurement of network
losses are handled through guidelines for pro-
curement of network losses.

To maintain the correct frequency in the
electricity system Svenska Kraftnat purchases
primary regulation, primarily from hydro-
electric power producers. The size of the costs
involved depends on the water supply in the
reservoirs, which affects the price of electri-
city. In certain situations these expenses can
double compared with normal conditions. This
risk has been accepted too.

Thereisaheightenedrisk during the year of
the new settlement system not working satis-
factorily. Large financial values are computed
and dealt with in the system. Shortcomings in
quality in the settlement also entail goodwill
losses.

OTHER RISKS

Svenska Kraftnat's capacity to monitor and
control the national grid is based on well-fun-
ctioning IT- and telecommunications systems.
To ensure operation of the IT- and telecommu-
nications systems they are constructed 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 procedu-
res, 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 en-
vironmental legislation or that environmental
assessments delay the investment projects. To
reduce the risk we conduct environmental
audits and environmental requirements are
set when procuring construction and mainte-
nance contracts.

SUBSIDIARIES AND

ASSOCIATED COMPANIES

The Svenska Kraftnat Group has three subsidi-
aries and five associated companiesin Sweden
and Norway.

SUBSIDIARIES

SwePol Link AB

The company owns and administers the DC
link between Sweden and Poland. The link con-
sists of a converter station outside Karlshamn
in Blekinge and a similar converter station on
the Polish side outside Slupsk, along with a
submarine main and two return cables bet-
ween these stations. The link is rated at 600
MW. SwePol Link AB owns the part of the link
that is located on Swedish and international
territory. A wholly-owned subsidiary of Swe-
Pol Link AB, SwePol Link Poland Sp.zo.0. owns
that part of the DC link which runs through
Polish territory. Svenska Kraftnat owns 51%
and the Polish company PGE Polska Grupa
Energetyczna SA owns 49%.

Turnover in the SwePol Link group was SEK
337 (246) million. SwePol Link AB turned over
SEK 238 (182) million and the Polish subsidiary
SEK 99 (64) million.

Svenska Kraftndt Gasturbiner AB

The company is wholly owned by the Svenska
Kraftnat public utility, and and its mission is to
operate and maintain the gas turbine plants
that Svenska Kraftnat needs for its operation.
The business was set up in 1999 so that the
Svenska Kraftnat public utility could secure
resources in the long term for dealing with
disruptionsin the power system. Today the com-
pany has a total of eleven gas turbines in Var-
berg, Norrkdping, Trollhattan, Norrtalje and
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Goteborg with a combined capacity of 700MW.
Turnover amounted to SEK 84 (91) million.

Svenska Kraftkom AB
The company is wholly-owned by Svenska
Kraftnat. The company has been non-operatio-
nal since 2003.

Turnover amounted to SEK 0 (0) million.

ASSOCIATED COMPANIES

Nord Pool Spot AS

The company organises a physical trading
exchange for electricity in the Nordic region
and Estonia, what is called the electricity spot
market. 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 trade amoun-
ted to 294.4 (334.9) TWh. Gross turnover amoun-
ted to NOK 115,000 (144,000) million and net
turnover was NOK 145 (124) million.

Triangelbolaget D4 AB

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

Turnover amounted to SEK 32 (25) million.

Kraftdragarna AB

The primary task of Kraftdragarna AB is to
provide contingency facilities on behalf of the
owners forthe transport of transformers, reac-
tors and other heavy components that make up
the electricity supply system.

Svenska Kraftndt owns 50%, Vattenfall AB
25% and Vattenfall Eldistribution AB 25% of
the company.

Turnover amounted to SEK 44 (47) million.

STRI AB
The company conducts research and develop-
ment within the field of electrical powertrans-
mission on behalf of its co-owners and other
parties. The partners are Svenska Kraftnat with
25%, ABB AB with 50%, Statnett SF with 12.5%
and Vattenfall AB with 12.5% of the company.
Turnover amounted to SEK 82 (86) million.

Elforsk AB

Elforsk conductsjoint operationsin the field of
research and development on behalf of the
electrical power sector in Sweden. Svenska

Kraftnadt is mainly involved within the areas
transmission of electricity and development of
the electricity market. The most important
centres of focus are environmental issues,
maintenance and the renewal of plants, aswell
as the provision of support for postgraduate
projects. Svenska Kraftndt owns 25% of the
company and the remaining 75% is owned by
the industry association Swedenergy.
Turnover amounted to SEK 110 (169) million.

Results

The associated companies that are part of the
Group and that have the greatest impact on the
Group's earnings are Nord Pool Spot AS and
Kraftdragarna AB. Svenska Kraftnat's share of
income in the respective companies is inclu-
ded in the consolidated profit. The profit com-
ponents amounted to SEK 9 (20) million.

SHARE IN PROFITS FROM

ASSOCIATED COMPANIES (MSEK) 2011 2010
Nord Pool ASA - 9
(up to andincluding 31 May 2010)

Nord Pool Spot AS 6 5
Kraftdragarna AB 2 4
Others 1 2
TOTAL 9 20
EMPLOYEES

Svenska Kraftnat's organisationis growing sub-
stantially in line with the continually increa-
sing volume of investment. There is simultan-
eously a greater requirement on the utility's
presence in international contexts, which en-
tails more job assignments and a greater need
for new expertise. The increased resource re-
quirementis atatimewhen several employees
with key skills are approaching retirement
age. It is therefore becoming increasingly
clear that external resources are required to a
greater extent.

Svenska Kraftndt is an outsourcing organi-
sation, but has decided to man strategically
important positions with its own staff. As an
outsourcer we are not able to control which
skills are available in the market, and it is the-
reforeanimportant challenge towork together
with consultants and contractors to maintain
skills that are important for Svenska Kraftnat
within the industry.

Agrowing organisation placesincreased requi-
rements on changing and developingits method
of working. This applies to both planning and
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prioritising projects and maintenance and for
internal communication channels and execu-
tion of supporting administrative roles. The
need for a well-functioning administrative,
usually IT-based, support systemisincreasing
at the same pace.

External changes and requirements, toget-
her with our owninternal strengths and weak-
nesses, are placing additional requirements
on our skills provision having to be long-term
and well planned. It must be based on the ope-
ration’s requirements and needs, and endea-
vour to deliver a good balance of age, gender
and ethnicity.

The »Sweden’s Best Workplace« project
was started in order to further strengthen
Svenska Kraftnat's brand and attractiveness as
an employer. During the year an employee sur-
vey was conducted which showed that Svenska
Kraftnat is already a very good employer. The
results were the best since we started to con-
duct surveys in 1999. Internal meetings in
working groups have enabled all employees to
give their views on where improvements are
needed. The aim of the projectis to become one
of Sweden's ten best employers by 2015.

The number of permanent employeesin the
group at year end was 399 (376), which when
converted into full-time jobs is 388 (360), 261 of
which are men (247) and 127 (113) women. Staff
turnover amounted to 6 (4.3)% including reti-
rement. Sick leave during the year was 2.1
(2.1)%. The average age within Svenska Kraft-
nitis 45 (45).

Atotal of 39 (52) employees are due to retire
from the business within the next five years. Our

age profile has changed substantially during
the last ten-year period. From having been an
organisation with the emphasis on older em-
ployees, the age profile is now more balanced.
Itis worth noting the even gender distribution
among younger employees.

SKILLS PROVISION - GOALS AND OUTCOME

Goals for certain key figures for 2010, goals
and outcomes for 2011, as well as goals for
2012 are presentedin the table below. Goal ful-
filment has been satisfactory. The clearest
discrepancy is that recruitment of new staff
has proceeded more slowly than budgeted.

Skills provision

At the start of the year each department speci-
fied which areas of expertise would be essen-
tial for the operation in the years to come, and
also which skills gaps need to be filled. The
specification also set out where there is a high
level of dependence on key individuals in the
organisation, as well as the risks that may
arise if the gap is not remedied.

According to the employee survey, just
about all employees have had a performance
appraisal at which individual development
plans have also 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. The analysis shows
which employees in this group have business
critical expertise which must in some form be
transferred to younger staff. During 2011 plans
were drawn up for this type of skills transferin
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relation to 40 employees - 16 of whom have
skills that are critical to the business.
Svenska Kraftnat has participated in four
careers fairs at selected universities, and has
offered students master degree projects.

KEY FIGURES, GOALS o0uTcOME  GOAL OUTCOME GOAL

AND OUTCOME 2010 2011 2011 2012
Number of perma- 376 423 399 475
nent employees

Full-time 360 400 388 460
employment

Staff turnover 4.3% <5% 6% <5%
in total

Staff turnover excl. 2.2% 2.5% 2.8% 2.5%
retirements

Average age 45 45 45 <45
Proportion of 31% 32% 33% >33%
women

Proportion of 30% 30% 44% >40%
female managers

Foreign background - - 12% >13%
(SCB's def.)

Sick leave 2.1% <2% 2.1% <2%

Long-term healthy 59% 62% 62% >62%
employees (no days
of illness)

Proportiononlong- 0.8% <1% 0.8% <1%
term sick leave of

over 60 days

Proportion of long- 0 0 1 0
term sick that work

full-time

New employees 59 60 48 85
Average age of new

employees 35 35 37 35
Proportion of 41% 40%  31% >40%
women among the

new employees

Job rotation 27 >25 16 >25
Number of trainees 7 7 7 6
Participationin 4 <4 4 4
careers fairs

Number of master 2 <5 1 7

degree projects

Work environment and health

Svenska Kraftndt has continued to focus on
being a healthy and safe workplace with good
results, whichisalso confirmedinthe employee
survey. In cases of long-term illnesses we
react quickly and after two weeks of reporting
sick, a plan of action is drawn up between
employee and manager. This is a major contri-
butory factor that by and large all people with

long-term illnesses return to work. During
autumn risk assessments were conducted
throughout the organisation in relation to the
work environment.

SICK LEAVE (%) -29 30-49  +50 TOTAL
Women 1.1 3.0 3.0 2.7
Men 1.1 14 25 1.8
TOTAL 1.1 20 26 21

Gender equality and diversity

The increase in the number of employees in
conjunction with the high level of retirement
has enabled us to actively recruit both more
female employees and employees with diffe-
rent ethnic and cultural backgrounds. However,
there is no key figure showing the proportion
of employees with an immigrant background.
The employee survey revealed that we are
perceived as a very equal and family friendly
company, where great consideration is paid to
employees with different backgrounds. The
proportion of women in the organisation is
steadily increasing and is now over 33%.

Leadership
Anew blueprint for provision and development
of management was drafted during the year.
The aim is to more clearly identify prospective
managerial talents and strengthen the sup-
port to our existing managers through an
extensive management programme that will
highlight the various dimensions of leader-
ship. The new management programme will
commence during the first quarter of 2012.
Duringtheyearour managers have received
increased individual support in their leader-
ship. The proportion of women at middle mana-
gement level is increasing and is approaching
50%. Ten years ago Svenska Kraftnat only had
one female manager.

VISION AND VALUES

During the year extensive work has been under-
taken throughout the organisation to further
implement the utility's fundamental values.

TARGET FOR SKILLS PROVISION 2012

The continuing high rate of investment will
have a major effect on skills provision in 2012
too. Alarge number of new employees will be
recruited during the year. According to the
budget, the number of employees at the end of
2012 should be 479. The employees should also
have the perception that the organisation’'s
resources are being used effectively and that
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the operationis characterised by competence,
qualityand order. We must furtherimprove our
recruitment process and the introduction of
new employees.

Asin previous years, Svenska Kraftnat will
therefore implement a skills analysis, which
will ensure that the entire organisation has the
correct skills to manage our goals and chal-
lenges. The analysis will also describe activi-
ties to manage the skills transfer from older
(+60) to younger employees.

Our managers are offered a management
programme for both personal development and
practical managerial support. We will also
identify twelve prospective managerial candi-
dates and implement a preparatory manage-
ment programme for them. Six new trainees
will be recruited during the springandthe pro-
gramme will start on 1 September.

The procedures for work environment
management in construction projects will be
improved. The work environment management
will be followed up with risk assessments in
each department and unit.

The work on gender equality and diversity
will continue. During the year we will launch a
concept enabling more flexible conditions of
employment under specific parameters.

An activity plan has been drawn up for con-
tinued work on basicvalues. Aninternal booklet
will be produced describing Svenska Kraftnat's
fundamental values, leadership criteria and
challenges from aninternal perspective.

The work of strengthening Svenska Kraftnat
as an employer will continue and surveys will
be conducted among students and our own
staff in this respect. We will participate in four
career fairs and offer master degree projects
to at least seven students.

Other objectives for 2012 can be derived from
the table for key figures, goals and outcomes.

TARGET FOR SKILLS PROVISION 2013/2014

The work to bolster Svenska Kraftnat's att-
ractivenessas an employerwill continue. The
growth in the organisation means that mana-
gement provision is becoming increasingly
important. The long-term objective is for all
our managers to meet the requirements that
we place on them through our leadership cri-
teria. The work environment for staff and con-
sultants, as well as the work environment in
our construction projects will require more
resources. In all probability a management
system for the work environment will there-
fore be introduced. Svenska Kraftnat will be
affected by the lack of senior technical exper-

tise, however, there is fortunately increased

interest among students who want to work in

the energy industry. We therefore have to be

active at selected universities so that we can

attractyoung graduates. Our esteemed trainee

programme will remain a part of this work.
The following long-term objectives are in

the operational plan:

> Svenska Kraftnat will be one of Sweden'’s
ten most attractive employers by 2015.

> Svenska Kraftnat's fundamental values
must be well-known and permeate the
entire operation.

> Svenska Kraftnat shall recruit, develop
and retain staff and managers so that the
correct skills are available to achieve the
operation’s objectives.

> Our managers must be clear, responsible
and deliver results on time.

> Svenska Kraftndt must be an employer
where gender equality and diversity are
self-evident.

> Svenska Kraftnat will actively manage
the work environment, contributing to a
healthy and safe workplace.
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02. INVESTMENTS AND
FINANCIAL GOALS

FINANCIAL GOALS

According to the letter of governance for 2011,
Svenska Kraftnit (the Group) must achieve a
return on adjusted equity of 6% following de-
duction for tax equivalence of 26.3% excluding
profit components from sales in associated
companies and excluding congestion revenues
(capacity charges] that exceed costs for counter
trading and that are not used for any reduction
of network tariffs. The return on adjusted equity
in 2011 was 6.1 (8.4) %, which means that the
goal was accomplished.

The debt/equity ratio was 37 (31)%, which is
inline with the letter of governance’s ceiling of
a maximum of 73%.

The Government's dividend policy means
that 65% of annual net income for the Group is
allocated to the Swedish state. Additional divi-
dend may also be allocated.

INVESTMENTS

Svenska Kraftnatisin a period of considerably
higher investments than has historically been
the case. Overafive-year period annualinvest-
ments have increased from SEK 596 million in
2007 to SEK 2,771 millionin 2011.

There are a number of driving forces
behind the investments in the national grid.
They primarily concern limitations in trans-
mission capacity, demands for market integra-
tion, expansion of renewable electricity gene-
ration, increases in output in nuclear power
plants, the need for more robust electricity
supply and an increased need to refurbish old
installations.

The Group's investments amounted to SEK
2,771(1,276) million. Newinvestments constitu-
ted SEK 2,290 (803) million and reinvestments
SEK 481 (473) million

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

INVESTMENTS (MSEK) 2011 2010
Parent entity

Investmentsingrid 2,649 1,200
Investmentsin fibre optic cables 11 0
Otherintangible investments 62 55
TOTAL, PARENT ENTITY 2,722 1,255
SwePol Link 25 1
Svenska Kraftnat

Gasturbiner AB 24 20
TOTAL 2,771 1,276

The Swedish Parliament has approved an in-
vestment plan for 2011 of SEK 3,320 million.
Investments in the national grid are lower
than stated in the investment plan due to delays
in some of the major ongoing projects and
postponements to timetables in a number of
projects.

INCREASED MARKET INTEGRATION

The Fenno-Skan 2 project has consumed a
quarter of the investment funds for 2011. The
800 MW and 500 kV DC links between Raumain
Finland and Finnbdle in Sweden were put into
operation during the year. Expansion is taking
place onthe Swedish and Finnish sidesand en-
compassed two converter stations, a 200 kilo-
metre submarine cable, a 70 kilometre 500 kV
overhead line for direct current and a new 400
kV switchyard. The project is part of Nordel's
systems development plan from 2004, which
comprised five priority projects.

The South-West Link is Svenska Kraftnat's
largestinvestment ever. Itis estimated at over
SEK 11 billion and comprises some twenty
projects. The purpose of the South-West Link
is to strengthen and increase the transmission
capacity in the national grid to Southern Swe-
den and Norway. The South-West Link also
boosts reliability in the electricity system.
Work on acquiring land and planning power
lines and stations has proceeded during the
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year. Proposals for routes for the western part
to Norway, which will be built together with
Statnett SF, have been examined during the
year. The South West Link isincludedin the two
latest Nordic system development plans,
which set out priority projects for the Nordic
electricity market.

NordBaltis another foreignlink and is going
to be built between Sweden and Lithuania. It
will link up the Nordic electricity market with
an emerging market in the Baltic states. At the
sametime the link will contribute to improving

2009 2010 2011

the Baltic states’ security of supply in terms of
electricity. Itisa collaborative project between
Svenska Kraftnat, LitGrid and Latvenergo and
is prioritised by the EU Commission. The EU
Commission has setaside 175 million euros for
the project within the framework of the Euro-
pean Energy Programme for Recovery (EEPR),
131 million for the cable link and 44 million for
the network reinforcements needed in Latvia.
The line between Stackbo and Hamra was
built in the early 1950s, which means that it is
notadapted forthe transmission capacity requi-
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red when the new Fenno-Skan 2 line and new
wind power is connected. The transmission
capacity on the route must therefore be expan-
ded. The pylons on the existing line are not
designed for a larger cable area and a new
line will therefore be built in the existing
powerline corridor. The existing line will be
demolished. The work will be implemented in
three stages during the summers 2011-2013.

In order to secure a reliable electricity
supply for the Goteborg area a new 400 kV line
is planned between Stenkullen and Lindome.
The project is a first stage in increasing the
capacity over the so-called West Coast cons-
traint area. Svenska Kraftnat's undertaking in
relation to the EU Commission included the
fact that the line would be in operational no
later than 30 November 2011. The project has
been delayed due to a drawn-out permit pro-
cess. The Commission has consequently been
informed that thelineis plannedto beinopera-
tion by August 2012.

Investments with the aim of increasing
market integration and counteracting bottle-
necks have amounted to SEK 1,795 million
during the year.

CONNECTION OF WIND POWER

Adaptations to enable the expansion of wind
power is the driving force behind a number of
investments. A wind farm is planned in a 450
km2 area in Markbygden, north west of Pitea.
The total output of wind power is estimated at
3,000-4,000 MW. This extensive output requi-
res a number of new connection points on the
national grid. Work on the first 400 kV station,
Rab&cken, commenced in 2011. A new 400 kV
switch yard has also been erected in Storfinn-
forsen to facilitate connections for a new wind
farm of 1,000 MW.

Plans arein place to build large-scale wind
power on Gotland. During 2011 Svenska Kraft-
nat designed a connection of the electricity
network on Gotland for the Swedish national
grid. The plans include two 500 MW DC links
between the mainland and Gotland as the two
existing regional network connections are no
longer sufficient for the planned expansion of
wind power.

Together with E.ON Sverige AB, Svenska
Kraftnat has erected Haradsbo, a new station
in Torup in Halland that enables connection of
new wind power.

New wind farms are also planned between
Bollnds and Ockelbo. An offshore wind farm is
planned in a later phase, southeast of Séder-
hamn. The total output installed in the area is

estimated at approx. 1,000 MW. The high output
means that a new connection point will be
needed in the national grid. A new station,
Gronviken, is planned for the 400 kV Stackbo -
Stédeline. Investments for wind power adapta-
tions during the year have amounted to SEK 70
million.

INCREASES IN OUTPUT FROM
NUCLEAR POWER PLANTS
The electricity networks that connect the nu-
clear power plants are adapted for the plants’
original capacity. Power supplied from the
nuclear power plants has gradually increased
since the 1980s. A point has now been reached
where extensive reinforcements are needed in
the connecting networks to enable the nuclear
power plants to implement further increases
in output. Svenska Kraftnatis engagedin erec-
ting two completely new 400 kV powerlines out
from Forsmark and one completely new power-
line out from Oskarshamn. A new switch yard,
Ekhyddan, has been built in connection to
Oskarshamn.

Investments in adaptations for increased
nuclear output during the year have amounted
to SEK 62 million.

CHANGED NETWORK STRUCTURE
IN SEVERAL CITIES
Expansion in a number of cities has made it
necessary to review the network structure.
Stockholm Strém comprises an investment of
SEK 5,630 million, SEK 4,600 million of whichis
from Svenska Kraftnat covering more than fifty
subprojects and affecting the network owners
Svenska Kraftnat, Vattenfall AB and Fortum,
as well as 21 municipalities in Stockholm
County. The aim is to achieve an improved net-
work structure, reduced network losses and
increased security of supply. The new network
structure entails rerouting the electricity net-
work with a 400 kV ring around Stockholm and
150 kilometres of powerline corridors beingre-
leased for development oralternative land use.
The final agreement for implementation of
Stockholm Strém was signed in December
2011, which means that all necessary agree-
ments for the project have been signed. The
three network ownerswill receive roughly SEK
1 billion in compensation for the powerline
corridors that have been released. A new
national substation and a new connection for
the regional network were putinto operationin
Uppsala during 2011, Investments have also
been madein Gothenburgwith the aim ofincre-
asing security of supply.
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Investments in Stockholm, Gothenburg and
Uppsala during the year have totalled SEK 286
million.

INCREASED NEED FOR REINVESTMENTS
The oldest parts of the national grid are star-
ting to age. Development of the 400 kV network
started in the early 1950s, while construction
of the 220 kV installations started even earlier.
This means that there is a major need for rein-
vestmentsinthe national grid’s existing facili-
ties. Plans for renewal of stations and earth
wires have been drawn up. Many stations are
approachingthe end of their technical lifespan.
The intention is to convert them into modern
twin breaker switch yard. All 400 kV power
lines and most of the 220 kV power lines were
originally built with earth wires of steel oralu-
minium alloy. Several of them are displaying
damage from corrosion and vibrations and
therefore need to be replaced. The technical
status of the earth wires has been assessed
andtheyare gradually being replaced. Inafew
years all steel earth wires in the 400 kV net-
work will have been replaced. Action has been
taken in 43 projects within the reinvestment
programmes during the year.

During the year reinvestments in power
lines have amounted to SEK 48 million and in
stations SEK 376 million.

OTHER MAJOR INVESTMENTS

From time to time the voltage in the national
grid exceeds the limit values set in certain
points, which both has a negative impact on
reliability, and can shorten the technical life-
span of electrical devices. Eight reactors will
be installed in the next few years to improve
the options of regulating the voltage within
set limits. During 2011 a reactor has been put
into operation in Séderdsen. Installation of
reactors is underway in Hallsberg, Morgards-
hammar and Skogssater.

Svenska Kraftnat's system for control and
monitoring was commissioned in 2001 and is
approaching the end of its useful life. The aim
of the HUDS project is to introduce a new ope-
rational monitoring system, which both meets
the requirements placed on the control room
operation, aswellastoday'sveryhigh require-
ments in terms of IT security.

Other major investments during the year
amounted to SEK 159 million.

TURNOVER AND NET INCOME

The Svenska Kraftnat Group's operating reve-
nue fell by 12%, amounting to SEK 9,282 (10,547)

million. The lower operating revenueis prima-
rily a result of lower income for regulating and
balance power sold, which is due to the fact
that the electricity price level was lower in
comparison with last year.

Operating expenses amounted to SEK 8,641
(9,762) million. Expenses for balancing power
decreased substantially by SEK 1,376 million,
for the same reason as the lower income for
regulating and balance power. Costs for coun-
ter-trade decreased by almost SEK 120 million
during the year and amounted to SEK 70 million.

Svenska Kraftnat is still in a period of re-
cruitmentand 28 new full-time employees have
been added since December 2010. Staff expen-
ses consequently increased by SEK 29 million.

The higher rate of investment in the parent
entityis affecting the depreciation of intangible
and tangible assets for the Group. They in-
creased by SEK 12 million.

The share of income in associated compa-
nies amounted to SEK 9 million, which is SEK
11 million lower than last year. This is prima-
rily due to the fact that the associated company
Nord Pool ASAwas sold to Nasdag OMXin May
2010.

Group operating income amounted to SEK
650 million, which is SEK 155 million lower than
in2010. The operating margin for the Group was
24.3%, which is 0.6 percentage points lower
than last year.

Net financial income/expense amounted to
SEK -42 million, which is SEK 20 million less
than last year. The principal explanationis the
shares that were sold in the associated com-
pany Nord Pool ASA last year with a capital
gain of SEK 34 million.

Consolidated net income was SEK 594 (773)
million. The net profit margin with a deduction
for standard tax amounted to 4.8%, which is a
decrease of 0.6 percentage points compared
with 2010.

The Group's return on adjusted equity
amounted to 6.1 (8.4) percent, which is 0.1
percentage points above the profitability target
of 6%.

FINANCING

The parent entity finances its operations with
equity and loans in the National Debt Office.
Borrowings atthe end of 2011 were at SEK 2,131
(1,252) million and liquid funds amounted to
SEK 700 (313) million. During 2011 Svenska
Kraftnat had a variable loan parameter with
the National Debt Office enabling Svenska
Kraftnat to utilise up to SEK 5,000 million.
From 1 January 2012 the amount has been in-
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creased by SEK 1,000 million and now totals
SEK 6,000 million.

Anumber of large investment projects such
as Stockholm Strom, NordBalt and connection
of new production to the national grid are co-
financed in the form of investment grants. Co-
financing amounted to SEK 719 million as per
31 December 2011.

According to the European Parliament and
the Council's Ordinance no. 714/2009, capacity
charges can be used for financing purposes in
relation to counter trading or to finance invest-
ments. For 2011, SEK 685 million has been used
as co-financing forinvestments that have been
made.

The subsidiary SwePol Link AB has had a
loan at Handelsbanken since February 2007.
At year end borrowings amounted to SEK 637
(720) million. Svenska Kraftnt Gasturbiner AB's
borrowings were SEK 132 million at year end.
The financing takes place within the Group.

COST-EFFICIENCY

Cost-efficiency in Svenska Kraftnat should be
at least as high as in comparable companies.
In order to be able to assess efficiency and
identify areas for improvement, comparisons
are made with other companies by means of
benchmarking studies.

The benchmarking study that was conduc-
tedin 2009 together with the national grid com-
panies Statnett SF and Fingrid Oyj has consti-
tuted the basis forin-depth analysis during the

year. Statnett SF, Fingrid Oyjand Svenska Kraft-
nat have conducted activities within the project
to compare working methods and have been
able to derive benefit from each other’s expe-
riences within, for example, risk management,
follow-up and evaluation of contractors and
project implementation. A network of Nordic
project managers was formed during the year
with the aim of exchanging experiences.
Svenska Kraftnat's national grid tariff is
lowininternationalterms. ENTSO-E compiles
the European national grid companies’ tariffs
onayearly basis. The figure below derives from
ENTSO-E 2010 and shows average charges in
euros/MWh for a comparable customer.
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03. BUSINESS SEGMENTS

GROUP LEVEL (MSEK) OPERATING REVENUE OPERATING INCOME INVESTMENTS
2011 2010 2011 2010 2011 2010
Transmission onthe 4,517 4,224 883 710 2,724 1,239
national grid
System operator - electricity 4,390 5,928 -287 41 16 19
Telecommunications 88 72 40 27 27 12
System operator - natural gas 41 49 3 4 - -
Chargeable activities 10 7 2 3 4 6
Associated companies - - 9 20 - -
Contingency operations 236 267 0 0 - -
TOTAL 9,282 10,547 650 805 2,771 1,276
PARENT ENTITY LEVEL (MSEK) OPERATING REVENUE OPERATING INCOME INVESTMENTS
2011 2010 2011 2010 2011 2010
Transmission on the 4,239 4,014 788 653 2,691 1,231
national grid
System operator - electricity 4,391 5,931 -276 48 0 6
Telecommunications 88 72 40 27 27 12
System operator - natural gas 41 49 3 4 - -
Chargeable activities 10 7 2 3 4 6
Contingency operations 236 267 0 0 - -
TOTAL 9,005 10,340 557 735 2,722 1,255

Svenska Kraftndt's operations are divided by
the Government into the business segments
below. This chapter reports on operations car-
ried outin these business segments.

ELECTRICITY MARKET

Within the Transmission of Electricity on the
National Grid and System Operator for Elec-
tricity segments, Svenska Kraftnat works to
ensure that transmission of electricity can be
performed with a high level of reliability and
availability. We also work to ensure that rele-
vant measures are put in place so that Sweden
has a satisfactory power supply and that the
risk of peak power shortages can be reduced.
When procuring the peak power reserve, the

parent entity should also follow the guidelines
that the previous Nordic cooperative organisa-
tion Nordel produced in the area.

Certain revenues and expenses are common
for both the Transmission of Electricity on the
National Grid and System Operator for Electri-
city business segments. It concerns revenues
and expenses for primary regulation, system
operation services and disturbance reserves.
Primary regulation and system operation ser-
vices are distributed among the different busi-
ness segments, with 40% in the transmission of
electricity on the national grid segment and 60%
in system operation for electricity. For the distur-
bance reserve the expenses are divided equally
between the respective business segments.




THE POWER TRANSMISSION
NETWORK IN THE NORDIC
COUNTRIES 2011

The Swedish grid comprises 400 and 220kV lines,
switchyards and transformer stations and foreign
links for alternating (AC) and direct current (DC).
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The financial figures in the sections of text for
the business segments refer to the Group un-
lessindicated otherwise.

TRANSMISSION OF ELECTRICITY
ON THE NATIONAL GRID

Svenska Kraftnat's network customers, owners
of large electricity generation facilities con-
nected to the national grid, regional networks
and consumption facilities are billed for their
access to and utilization of the national grid in
accordance with a pre-set tariff.

A point of connection tariff is applied on the
national grid for physically connected customer
facilities. The power charge covers costs for
expansion, operation and maintenance of the
transmission grid. It is based on annual capa-
city subscription for injection and outtake of
electricity at each connection point. The power
charge is geographically differentiated, in that
the fees for injection are lowest in the south
and then increase linearly with the latitude to
reach their highest values in the north. The
reverse applies for outtake of power.

NETWORK REVENUE GROUP (MSEK) 2011 2010

National grid fees

Capacity charges 1,971 1,671

Usage fees 1,757 1,657
TOTAL 3,728 3,328

Capacity charges 77 495

Transit revenue 12

Transmission on SwePol Link 245

Other network revenue 90 85

TOTAL 4441 4,165

The energy charge is based on the transmis-
sion losses in the transmission grid caused
by injection and outtake of electricity in diffe-
rent connection points. Injection or outtake
that entails reduced network losses are credi-
ted to the usage fee, what is known as energy
compensation.

For 2011 the capacity charge was raised by
9% and the usage fee by 19%. The increases
were implemented primarily in consideration
of the estimated higher cost for primary regu-
lation, counter trading, maintenance, depreci-
ation and purchase of power losses. For 2012
the tariff's capacity charge will be raised by an
average of 10% and the usage fee by 5% for bid-
ding areas 1 and 2, and by 7% for the bidding
areas 3and 4.

Capacity charges and transit revenues
compriseindividualitemsin the network reve-
nues. Capacity charges arise when the Nordic
electricity market is divided up into different
price areas. They are used for counter trading
andinvestmentsinincreasing capacity, there-
by reducing limitations. Transit income con-
sists of reimbursement for costs of electricity
flowing through the national grid with its points
of originin other countries.

The grid fees generated a total of SEK 3,728
(3,328) million. Of these, the capacity charges
accounted for 53% and the usage fees for 47%.

In accordance with Ordinance (EU] no.
714/2009, from 1 January 2011 the part of the
capacity charges that correspond to costs for
counter trading are reported as an income in
theincome statement. The remaining parts are
reported as liabilities in the balance sheet to
be used for future investments that retain or
expand the transmission capacity.

The capacity charges increased during the
yearand amounted to SEK 771 (495) million. The
increase in capacity chargesis principally due
to the high levels in the storage reservoirs
during the autumn, and the low availability of
nuclear power at the time of the introduction of
the four bidding areas in Sweden. This has
periodically resultedinlarge price differences
between the Nordic bidding areas.

In accordance with the regulations above,
SEK 77 million has been used to cover costs
for counter trading. The remaining SEK 685
million has been reclassified as a long-term
liability in the balance sheet and used as in-
vestment grants forinvestmentsimplemented
during 2011.

Transit revenues increased substantially
during 2011 and totalled SEK 209 (12) million.
2010was adryyear with predominantly imports
into Sweden, which had a negative effect on
revenues. The situation was reversed in 2011.
The levels in the reservoirs have been consi-
derably higher, which has entailed increased
transit through Sweden and increased reve-
nues for Svenska Kraftnat.

TRANSMISSION ON THE 2011 2010
NATIONAL GRID

Energy fed into the national
grid, TWh 113.5

Energy extracted from the 110.8
national grid, TWh

Max power outtake, MWh/h 18,484
(hour with highest power

extracted)




Energy extracted during the year was 110.8
(108.0) TWh. The increase is primarily explai-
ned byincreased exports.

POWER SUBSCRIPTIONS FOR
THE NATIONAL GRID 2011 2010

Input subscription, MW 21,443 21,302
Extract subscription, MW 20,494 20,561

Number of customers 28 24

Input subscriptions increased somewhat while
extract subscriptions fell compared with 2010.
The number of customers connected to the
national grid increased somewhat, totalling
28 (24).

TRANSMISSION LOSSES ON
THE NATIONAL GRID 2011 2010

Energylosses, TWh 2.7 2.4

Percentage of extracted 2.4 2.2
energy, %

Maximum power losses, 780 758
MWh/h (hour with highest
energylosses)

Transmission losses on the national grid
amounted to 2.7 (2.4) TWh, which was higher
than last year. The increase can be explained
by the fact that 2011 was a wet year with a high
level of hydro power production in the north of
Sweden and in Norway. This has resulted in
increased transmission from north to south,
as well as increased transit through Sweden,
which has led to higher transmission losses.

TRANSMISSION OF
ELECTRICITYONTHE 2011 2010
NATIONAL GRID (MSEK)

Operating revenue 4,517 4,224

Operating expenses -3,634 -3,514
OPERATING INCOME 883 710

Operatingincome fortransmission on the natio-
nal grid was SEK 883 (710) million.

Operating revenue increased by SEK 293
million compared with last year. The increased
operating revenue can be principally explained

DISTURBANCES

Disturbances on the grid, no.
Ditto with power failure, no.
Energy not supplied (ENS), MWh
Power not supplied [PNS), MWh

by a higher national grid tariff and increased
transit revenues, which amounted to SEK 3,728
(3,328) million and

SEK 209 (12) million respectively during
2011. At the same time, from this year the part
of the capacity charges that are reported as
income in the income statement fell from SEK
495 million to SEK 77 million.

Operating expenses increased by SEK 120
million compared with 2010, which is chiefly
due to costs for primary regulation increasing
by SEK 81 million to SEK 262 million, and also
due to maintenance costs increasing by SEK
27 million and staff expenses by some SEK 30
million during 2011.

The operating margin for the business seg-
ment amounted to 19.6 %, which is 2.8 perc-
entage points higher than the equivalent period
in 2010.

Svenska Kraftnat's principal goal is a high
level of reliability in the Network operation.
Reliability has been good during 2011. There
were 192 (224) disturbances in the grid, most
of which were dealt with by the automatic
technical systems without having any impact
on the supply of power. Those disturbances in
the national grid that it has not been possible
to deal with successfully have only resultedin
small volumes of energy not being supplied
(ENS). The increase in ENS during 2011 should
be viewed against the background of ENS being
at a very low level in recent years. The total
volume of ENS is still small.

Nine disturbances led to power failures for
subscribers. The volume of energy that was not
supplied amounted to 42 (5) MWh. The number
of disturbances in the national grid over a five
year period is set out below.

SYSTEM OPERATOR

FOR ELECTRICITY

The Government has appointed Svenska Kraft-
nat as the system operator for electricity. Being
the system operator for electricity entails
having the overall responsibility for Sweden’s
electricity supply so the electrical plants work
in conjunction so that the systemis functioning
reliably and the short-term balance is main-
tained between production and consumption.

2011 2010 2009 2008 2007

» DEVELOPMENT,
RESPONSIBILITY,
EFFICIENCY AND

CLARITY «



THE ELECTRICITY BALANCE

Svenska Kraftndt maintains Sweden's consumption
and productionin balance. The frequencyis a mea-
surement of how the balance is being maintained.

Production and consumption are in balance
whenthe frequencyis stable. Fortechnicalreasons
the Swedish electricity system is designed for a
nominal frequency of 50 Hz.

ELECTRICITY CONSUMERS

ELECTRICITY PRODUCERS

Svenska Kraftnat also acts to ensure that rele-
vant measures are put in place so that Sweden
has a satisfactory power supply and that the
risk of peak power shortages can be reduced.
The targets that the utility sets for reliability
are approved by the Government.

Compliance with the targets for reliability
requires that voltage, frequency and flow of
power are within set limits. Furthermore, there
must be sufficient production reserves in the
system. A key figure has been set within the
System Operator for Electricity business seg-
ment that measures frequency quality. The aim
is for the frequency to not go outside 49.90-
50.10 Hz range for more than 6,000 minutes/
year. During 2011 the frequency was outside
this range for 12,756 minutes.

Svenska Kraftnat can order the electricity
producers, in return for commercial remune-
ration, to increase or decrease production of
electricity and order the network owners to
restrict the use of electricity.

BALANCE REGULATION

Svenska Kraftnat's revenues and expenses for
acting as system operator are linked to the
balance regulation that Svenska Kraftnat im-
plements to ensure the physical balance bet-
ween electricity that is fed in and withdrawn.

According to the Electricity Act, an electri-
city trading company (in its role as electricity
supplier)is obliged to supply as much electricity
as consumed by those electricity users that con-
stitute its customers. In order to comply with
this obligation, the electricity trading company
must have a party to take balance responsibility
for the electricity supplies. The electricity tra-
ding company can either take responsibility
itself and conclude a contract for balance
responsibility with Svenska Kraftnat, or engage
a company that already has such a contract.

The basis for balance regulation is the
approximately 30 balance providers that have
signed agreements with Svenska Kraftnat
regarding balance responsibility. The compa-
nies have undertaken to plan their input of
electricity (generation and purchase) and their
extraction (consumption and sale) in balance
for each hour. Svenska Kraftnat then conducts
abalance settlement, a financial settlement of
the imbalances that are shown when the mea-
sured values for production and consumption
are reported. A company that reports a deficit
one hour buys the electricity (balance power])
that is required to achieve a balance from
Svenska Kraftnat. Correspondingly, companies
that have a surplus sell electricity to Svenska

Kraftnat. The price for electricity thatis bought
or sold is calculated as the particular hour's
spot price on the electricity exchange, with an
addition for costs that Svenska Kraftnat has
incurredin starting or stopping production.

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 daily basis. To maintain
the frequency within given limits, the balance
service activates upwards- or downwards re-
gulation based on alist of bids from producers
and consumers that have the potential to start
or stop production. Svenska Kraftnat also col-
laborates with the national grid companies in
our neighbouring Nordic countries to enable it
toalways regulate the balance whereit can take
place at the lowest price. A similar settlement
takes place between the Nordic national grid
companies as between Svenska Kraftnat and
the balance providers.

PEAK-POWER RESERVE
According to the Ordinance, Svenska Kraftnat is
responsible that a peak-power reserve of a
maximum of 1,750 MW is available during the
period from mid-November 2011 to mid-March
2012. To maintain the peak-power reserve
Svenska Kraftnat enters into agreements with
electricity producers to place additional pro-
duction capacity atitsdisposal. Agreementsare
also concluded on reductions in consumption
with electricity consumers and electricity
suppliers. During 2011 a total of 1,726 (1,892) MW
was procured, of which 1,364 (1,309) MW con-
stitutes production and 362 (583) MW reduction
in consumption. The reserve contributes to
managing electricity supply even during ex-
treme situations that can arise in extremely cold
weather conditions. The powerreserveis finan-
ced by a special fee that is paid by the balance
providers with no geographic differentiation.
One change from the start of 2011 is that the
plant owner can submit bids to the electricity
spot market with regard to reductions in con-
sumption. If the resourceis not activated on the
electricity spot market it remains on the mar-
ket for regulating power. As the resources are
available as bids on the electricity spot market,
they are part of price setting. As previously,
production resources are activated within the
power reserves on the electricity spot- or requ-
lating power markets by Svenska Kraftnat.

THE PEAK POWER SITUATION
During the winter 2010/2011 the peak power
situation was less strained than the preceding
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winter, thanks to better availability of nuclear
power. It was not necessary to activate the
peak power reserve to enable the supply and
demand equilibrium point to be reached on
Nord Pool Spot AS. On the other hand, the
reserve was activated on ten or so occasions
for network reasons.

Levels in the Nordic storage reservoirs
were very low at the start of 2011 as a conse-
quence of previous dry years and the low avai-
lability of nuclear power. However, the early
spring flood remedied the extremely serious
situation that prevailed at the start of April.

Rain during the summer, and above all du-
ring the autumn, refilled the reservoirs to
levels in excess of normal. At the end of 2011
levels are estimated at 76% for Sweden and the
Nordic region as a whole. For Sweden this is
about 10% higher than the average value, and
30% higherthan atthe turn of the previous year.

Availability of nuclear power was also low
during the autumn, which meant that in some
weeks Sweden was dependent on imports
during the high load hours. Achieving a power
balance required the oil-fired condensing
power plantin Karlshamn to be activated. One
reactor in Stenungsund was also kept on
standby in order to tackle the strained situa-
tionin the west of Sweden.

INTRODUCTION OF BIDDING AREAS

The Swedish electricity market was divided into
four bidding areas on 1 November. The decision
to introduce bidding areas is part of the EU’s
endeavour to create a common European elec-
tricity market. The boundaries between the
bidding areas are where there are limitations
in the transmission of the national grid for
electricity, what are known as constraints or
»bottlenecks«in Sweden. In northern Sweden
there is a surplus of electricity generation
compared with demand for electricity. The
reverse is the case in southern Sweden.

The division into bidding areas was prece-
ded by a close collaboration with Nord Pool
Spot AS and stakeholders in the electricity
market to prepare the technical reporting.

During the period 5-15 November all of
Ringhals’ reactors were offline, resulting in
reduced transmission capacity between the
bidding areas SE2, SE3 and SE4, as well as in
relation to NO1 and DK1. The availability and
production in the nuclear power plants is
important in terms of maintaining the correct
voltage in the power system, which in turn
affects the transmission capacity.

The relatively low transmission capacities

between different bidding areas in November
resulted in higher electricity prices in SE3 and
SE4 compared with SE1 and SE2. During the
period the bidding areas SE4 in DK2 had the
highest prices. However, a comparison of Swe-
dish electricity prices during the corresponding
period of 2010 shows that electricity prices
during 2011 were generally considerably lower
than in 2010. This can be explained by last
year's substantially lower temperatures and
thelowlevelsin the storage reservoirs.

Inline with the restart of the nuclear power
reactors in Ringhals and the commissioning of
Fenno-Skan 2, the price differentials between
the different bidding areas in Sweden were
substantially reduced. This becomes clear in
a comparison of the price difference between
SE3 and SE4, which was 5.8 6re per kWh during
November and was reduced to 1.2 ére per kWh
during December.

On average the discrepancy between SE3
and SE4 has amounted to four &re per kWh,
while the discrepancy between bidding areas
1 and 4 has amounted to just over five ére per
kWh during the first two months after bid-
ding areas were introduced. The development
clearly shows how the electricity price is aff-
ected by supply and demand, as well as the
significance of transmission capacity in re-

ducing price differences between different
parts of the country.

BALANCE POWER BETWEEN AREAS

The difference between planned trading flow
and physical flow between bidding areas con-
stitutes balance power. Balance power that
flows between bidding areas is priced at the
average net regulating price in each area. If
balance power flows from a high price area to
a low price area, the pricing means that the
system operators concerned make a loss in
relation to purchased/sold balance power/re-
gulation powerin the respective area. Corres-
pondingly, the system operators concerned
make a profit when the balance power flows
from a low price area to a high price area. In
foreign links the risks are shared between
Svenska Kraftnatand the foreign system opera-
tors. From 1 November 2011, after the intro-
duction of bidding areas, this type of balance
power will also occur within Sweden between
respective electricity areas. Here, Svenska
Kraftnat will bear the entire risk.

FINANCIAL OUTCOME
The financial results for the System Operator for
Electricity business segment were as follows.
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SYSTEM OPERATORFOR 2011 2010
ELECTRICITY (MSEK)

Operating revenue 4,390 5,928

Operating expenses -4,677 -5,887

OPERATING INCOME -287 41

Operating revenue in the group decreased by
SEK 1,538 million or about 26% compared with
2010and amounted to SEK 4,390(5,928) million.

Operating income amounted to SEK -287 (41)
million. The operating marginwas -6.5 %, which
is a deterioration of 7.2 percentage points com-
pared with last year. Revenues for balance
power decreased by SEK 1,538 compared with
last year. Both revenues and expenses are
governed by the market price for electricity and
volumes of balance powerin each bidding area.
The reduced levels of revenues and expenses
during 2011 are due to lower average electri-
city prices during the year.

The business segment’s operating income
has decreased primarily due to increased
expenses for primary regulation and expenses
for balance power between areas. The cost for
primary regulation increased during the year
by SEK 118 million compared with last year.

The costs increased substantially during
the first part of 2011, due to the strained situa-
tion of low reservoir levels throughout the
Nordic region. When very little hydroelectric
power is available the production costs for
primary regulation increase. Costs also in-
creased compared with previous years due to
the increased occurrence of what are known
as block bids, bids that apply for more than an
hour in succession. Block bids mean that on
some occasions Svenska Kraftndt has been
compelled to buy up larger quantities than de-
sired in order to meet the requirement for pri-
mary regulation. The cost for flowing balance
poweris estimated to have increased by almost
SEK 62 million during the same period, SEK 20
million of which is within Sweden. During the
first quarter anincorrect allocation to a parti-
cular period was discovered in the settlement
system. An amount of SEK 51 million was in-
correctly recorded as revenue in the annual
accounts for 2010. New procedures have been
putin place to ensure that a similar error can-
not occur again.

Revenues from the companies with balance
responsibility for the state peak power reserve
amounted to SEK 95 (79) million. These reve-
nues are accounted during the winter months,
from mid-November to mid-March. The costs
for the power reserve are accounted during the

corresponding period and amounted to SEK 102
(76) million.

Investments within System Responsibility
for Electricity amounted to SEK 16 (19)million.

TELECOMMUNICATIONS

Svenska Kraftnat's objective within the tele-
communications segment is to operate a cost-
effective, electronic communications network
for tele- and data communication with a high
level of security. The tele- and data communi-
cation network shall be used for monitoring of
and communication in the domestic national
grid for electricity.

Svenska Kraftnat decided to construct its
own fibre-optic networkin the 1990sin orderto
meet the requirements for monitoring of and
communication in the national grid.

The telecommunications network consti-
tutes animportant prerequisite in maintaining
a high level of reliability in the national grid,
which is particularly important in the rebuil-
ding phase after a potential disturbance. The
telecommunications network is constructed
with triple redundancy on several important
sections of powerline. To ensure operation in
the event of a power failure, there is also a
back-up systemin the form of uninterruptable
power supply.

The telecommunications network consists
of fibre optic cable that is chiefly installed in
the powerlines' earth wires. The network cur-
rently consists of approximately 7,500 kilome-
tres of its own fibre optic lines and around
2,500 kilometres of fibre-optic cables that
Svenska Kraftnat leases from other network
owners. During 2011 Svenska Kraftnat extended
the telecommunications network with 250 km
of fibre-optic cables.

Maintenance of the fibre optic network is
contracted out and is a part of Svenska Kraft-
nat's central maintenance procurement which
is coordinated with the operation of other tele-
phony-related services. Internal operation and
monitoring, as well as the emergency prepa-
redness function are coordinated with other
monitoring and contingency planning for IT
functions. This enables cost-effective operation
to be maintained and activities to be conducted
at averylow cost.

In many sections the telecommunications
network and the amount of fibre-optic cables
that have beeninstalled provide greater capa-
city than Svenska Kraftndt normally needs
for its own operations. Svenska Kraftnat is con-
sequently able to lease communications capa-
city to external customers. Svenska Kraftnat

THE FIBRE OPTIC NETWORK
IN SWEDEN 2011

The fibre optic network that Svenska Kraftnat has at
itsdisposaltransmitsimportantinformationfor mo-
nitoring and control of the electrical power system.

SVK FIBEROPTIC CABLE
PLANNED FIBER OPTIC CABLE
— LEASED FIBEROPTIC CABLE
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leases out so-called black fibre (optical fibre
without active terminus equipment] to a num-
ber of large telecom operators, as well as
other organisations. Furthermore, active con-
nections are leased out in the form of capa-
city to energy companies for their operations
communication.

During the next five years Svenska Kraftnat
is planning to install around 1,500 km of fibre
optic cable in order to follow the substantial
rate of investment in the national grid. The
expansion of the fibre optic network is being
undertaken in connection with new construc-
tion and long-term maintenance of the natio-
nal grid. As far as possible Svenska Kraftnat is
endeavouring to prepare interconnection with
the local fibre optic networks alongside the
new optic lines.

After the major disturbances in Svenska
Kraftnat's telecommunication traffic in Norr-
land during winter 2009/2010, Svenska Kraft-
nat undertook extensive repairs during sum-
mer 2010. During the following winter the fibre
optic network functioned without problem. The
repair work also continued during 2011.

Availabilityin the Operational Telecom Net-
work is important within the operation and
during 2011 has been monitored quarterly. The
target has been an availability in the Opera-
tional Telecom Network of at least 99.95% for
double connection. The outcome throughout
the year has been 99.88%.

Operatingincome consists of revenues from
external customers for leasing black fibre
and active connections, leasing antenna loca-
tions primarily to mobile phone operators, and
internal revenues (calculated according to a
standard) from the Transmission of electricity
on the national grid business segment.

The revenue earned on commercial telecom
operations amounted to 63 (59) million and the
operatingincome was SEK 41 (32) million. With
acalculatedinterest of 7% on employed capital,
the operating profit for the financial year was
SEK 34 (25) million. Within the Telecommunica-
tions segment, Svenska Kraftnat has additional
external revenues amounting to SEK 25 (13)
million from leasing of data networks, tele-
phone networks and antenna locations on
masts and pylons.

Total revenue for the segment was SEK 143
(126) million. Included in this is SEK 55 (54)
million ininternal revenues from the Network
business segment. Operating income amoun-
ted to SEK 40 (27) million. Investments in the
telecommunications operation amounted to
SEK 27 (12) million.

TELECOMMUNICATIONS (MSEK) 2011 2010

OPERATING REVENUE

External 88 72
Internal 55 54
TOTAL 143 126
OPERATING EXPENSES

External -52 -50
Internal -51 -49
TOTAL -103 -99
OPERATING INCOME

External 36 22
Internal 4 5
OPERATING INCOME 40 27

SYSTEM OPERATOR FOR

NATURAL GAS

In its role as system operator, Svenska Kraft-
nat has the overall responsibility that the ba-
lance between the feed-in and withdrawal of
natural gasin Sweden is maintained. This takes
place through monitoring the pressure in the
transmission network and taking any measures
necessary in connection with imbalances.

The balance agreement between Svenska
Kraftnat and the balance providers regulates,
among otherthings, the balance settlement for
theimbalances that arise between the gas that
the balance provider has supplied to the natio-
nal natural gas system and the gas that has
beenwithdrawn during a gas day (from 06.00 to
06.00 onthe next day). Balance settlement takes
place according to set regulations to maintain
competition in the natural gas market.

The Swedish natural gas system connects to
the Danish natural gas system in Draggr south
of Copenhagen. Svenska Kraftndt worksin con-
junction with its counterparts in adjoining net-
works, Energinet.dk, the transmission network
owner and system operatorin the Danish natu-
ral gas market.

Svenska Kraftnat participatesinajoint Euro-
peaninitiative GRI NW (Gas Regional Initiative,
North West) led by the European regulatory
authorities to enhance competition in the Euro-
pean natural gas market. Svenska Kraftnat is
a member of the European cooperative organi-
sation for gas operators, ENTSO-G.

Whenin operation, the pressurein the natu-
ral gas system must remain within the range
46-68 bar, a measure that is monitored every
month. During 2011 the pressure was outside
the given limits for 19 days, all of which were
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THE NATURAL GAS NETWORK IN SWEDEN
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during the first quarter. The low pressure is
partly due toincreasedintake of German gas to
Denmark, which requires a lower pressure in
the Danish system, but also to a low withdrawal
from the Danish stocks in Stenlille. A number
of the occasions when there was low pressure
can be linked to disruptions (unplanned stops]
in natural gas supplies from the North Sea.

NATURAL GAS (MSEK) 2011 2010
Operating revenue 41 49
Operating expenses -38 -45
OPERATING INCOME 3 4

During 2011 withdrawals, and thus revenues,
have fallen, but costs have also decreased. The
energy consumption charge that Svenska
Kraftnat levies from the balance providers

decreased at the end of 2011. Operating reve-
nue for 2011 was SEK 41 (49) million. Expenses
for the business segment amounted to SEK 38
(45) million. Operating income fell to SEK 3 (4)
million.

CHARGEABLE ACTIVITIES
RENEWABLE ELECTRICITY CERTIFICATES
Sweden introduced an electricity certificates
system in 2003 to promote renewable electri-
city generation. The Act gives producers of re-
newable electricity the opportunity to receive
one electricity certificate from the Government
per MWh of electricity generated. The certifi-
cates can be sold to electricity suppliers and
electricity consumers, who are obliged to pur-
chase electricity certificates corresponding to
a certain proportion of their sales and con-
sumption respectively.

Svenska Kraftnat is the accounting authority
with the task of issuing and keeping account of
the certificates. The Swedish Energy Agencyis
responsible for other official tasks.

Svenska Kraftnat issued 19.7 (17.5) million
electricity certificates during 2011. Some 36
million electricity certificates were issued at
an average price of about SEK 247 per certifi-
cate. Some 121 million certificates have been
issued since the introduction of the system.

Wind power is the only type of production
that is entitled to certificates that has enjoyed a
percentage increase during the year, the others
have fallen. Wind power has gone from a share
of 19.9%1in 2010 to 30.8%in 2011. Electricity ge-
nerated from biofuels has accounted for 55.5%
of production entitled to certification and hydro
power for 13.7%.

On 30 November 2011 the Swedish Parlia-
ment ratified the Government's proposed new
Electricity Certificates Act. It entails a com-
mon electricity certificates market with Nor-
way from 1 January 2012. For actors currently
activein the electricity certificates market this
will mean that there are more buyers and sel-
lers of electricity certificates. Svenska Kraft-
nat's role is unchanged.

Svenska Kraftndt's task has been to make the
necessary preparations to enable this common
electricity certificates market to be establis-
hed at the turn of the year. During 2011 Svenska
Kraftnat, in conjunction with Statnett SF, esta-
blished a technical solution to link together the
Swedish and Norwegian electricity certificate
registers. Svenska Kraftnat's electricity certi-
ficate register will be upgraded during 2012 to
offer a higher level of service to operators.



SECURITY OF SUPPLY FEE

A new supply ordinance for natural gas came
into effect in December 2010. It places higher
requirements on security of supply than previ-
ous regulations. In order to be able to imple-
ment the new ordinance rapidly and effectively,
Svenska Kraftndt has financed four different
projects run by theindustryassociation Energi-
gas Sweden. The projects involve the role of
natural gas storage facilities and biogas forin-
creased security of supply, emergency supplies
of LNG, and strategies to disconnect customers
and create a power reserve.

GUARANTEES OF ORIGIN

A new Act on Guarantees of Origin came into
effecton 1 December 2010. The new Act means
thatallelectricity generated can obtain guaran-
tees of origin, an electronic document that gua-
rantees the electricity’s origin. Guarantees of
origin canbeissued, transferred and cancelled.
Here too Svenska Kraftnat is the accounting
authority with the task of issuing and keeping
accountof the certificates. The Swedish Energy
Agencyis responsible for other official tasks.

Svenska Kraftnat issued 49.7 million gua-
rantees of origin during 2011. Approximately
18.7 million guarantees of origin were transfe-
rred during the year, and 2.7 were cancelled to
the benefit of electricity supplies. 0.5 million
have been cancelled automatically as their
validity period expired, i.e. twelve months have
passed since the start of the generation period.

Producers are not obliged to apply to have
guarantees of originissued for their production.
67% of all plants that are approved for electri-
city certificates have applied for and received
guarantees of origin.

The Energy Market Inspectorate’s instruc-
tions onlabelling the origin of electricity come
into force on 1 January 2012. The instructions
mean that electricity supplies within Sweden
must have their origin labelled. Labelling ori-
gin means that information on the electricity’s
origin is either specified by means of guaran-
tees of origin, residual mix or a combination of
them. It is likely that interest in guarantees of
origin will increase.

Total operating revenues for the Chargea-
ble Activities business segment amounted to
SEK 10 (7) million. Operating expenses were
SEK 8 (4) million and operatingincome SEK 2 (3]
million.

CHARGEABLE

ACTIVITIES (MSEK) 2011 2010
OPERATING INCOME

RENEWABLE ELECTRICITY

CERTIFICATES

Account fee 8 [
Administrative fee 0 0
OPERATING INCOME

GUARANTEES OF ORIGIN

Account fee 0 -
OPERATING INCOME 2 1
SECURITY OF SUPPLY FEE

TOTAL OPERATING REVENUE 10 7

Operating expenses
electricity certificates -5 -4

Operating expenses

security of supply fee -3 0
Operating Expenses

Guarantees of Origin 0 -
TOTAL OPERATING

EXPENSES -8 -4
OPERATING INCOME 2 3

ELECTRICITY CONTINGENCY
PLANNING AND SECURITY

Svenska Kraftnat acts to reduce the risks of
serious disruption to society through minimi-
sing the risk of extensive disturbances within
the supply of electricityand naturalgas, and as
a result of dam failure or high rivers. Further,
that the overall resources available for electri-
city 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 disruptions
to electricity supply in peace time. Finally,
Svenska Kraftnat acts to maintain a state of
readiness for fast and effective command- and
information initiatives in the event of damage
to dams or serious disruption to the electri-
city supply in peace time. There is also a goal
concerning participation in the collaboration
within the framework of Nato/Partnership for
Peace (PFF).

THREATS AND RISKS
Svenska Kraftndt submitted a risk and vulnera-
bility analysis together with a capacity assess-
ment for electricity supply to the Government
and the Swedish Civil Contingencies Agency
(MSB)in November 2011. The analysis was per-
formed by Svenska Kraftnat together with net-
work owners, producers and electricity traders.
During 2011 Svenska Kraftnat has also fur-
ther developed its crisis management organi-
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sation and adopted a specific guideline for the
utility's crisis management.

ELECTRICITY CONTINGENCY FUNDS

Svenska Kraftnat distributes funds for measu-
resimplementedinaccordance with the Power
Contingency Act. These are financed through
the fee that network concession holders pay
according to the Electricity Act. For 2011 Sven-
ska Kraftnat utilised SEK 250 million for power
contingency measures.

Duringtheyear funds have been used for gas
turbines, strategic repair materials and equip-
ment (emergency pylons, tracked vehicles and
standby power units] for increased viability in
stations and other facilities, aswell as reinfor-
ced physical protection in six plants.

Measures have been implemented to en-
sure communication with important facilities,
but also for operation and maintenance of the
reporting tool, Susie. Island operation capa-
city has been strengthened through updating
communication plans, refresher courses and
»black-start« tests. The crisis management
capacity has also been reinforced through
training and exercises with personnel from
voluntary defence organisations.

The utility has used electricity contingency
funds toimplement training courses and exer-
cises for operational staff whowork atlargeand
medium-sized electricity network companies.
The courses have been run using the Aristo
power system simulator. During 2011 the public
utility concluded a project to establish Aristo
at the regional network companies E.ON,
Fortum and Vattenfall AB. The aim of the estab-
lishmentwas to make provision forand coordi-
nate joint operational exercises, as well as to
enable the regional network companies them-
selves to provide training and exercises for
their own staff. The establishment was veri-
fied with a cooperation exercise and the entire
project was paid for with contingency funds.

A new mobile switching station »Skalman«
has been procured.

The Svenska Kraftnat public utility partici-
pated in the SAMO/KKO, Barents Rescue and
Teld11 exercises. Inaddition, Svenska Kraftnat
held an exercise together with the natural gas
industry in January 2011 focussing on crisis
management. It was the first joint exercise
since the early 1990s, and was implemented
with some 60 persons from the industry, as
well as representatives from county adminis-
trative boards and Energinet.dk.

During the year, Svenska Kraftnat has trai-
ned about 320 people in crisis management

through Swedenergy, and has also trained cri-
sis management organisations within twelve
electricity companies.

RESEARCH AND COOPERATION

During 2011 Svenska Kraftnat has conducted a
research project concerning protection against
attacks from weapons that emit electromag-
netic pulses (EMP). The purpose of the project
is to develop methods to enable the industry
to methodically evaluate electric powerinsta-
llations from a safety perspective in relation
to EMP.

Svenska Kraftnat has beeninvolved in work
within the Technical Infrastructure coopera-
tion area, as an expert in work on civil emer-
gency preparedness within Nato (EAPR/PFF),
Nordic contingency planning and security col-
laboration (NordBER), as well as in the Euro-
pean Infrastructure Security Network (EISN].
In addition, the public utility has conducted
exercises with all cooperation structures and
electricity network companies in the country.
Allin allitinvolves about 150 people.

RAKEL

As a part of its commission in the 2011 letter of
governance, Svenska Kraftnat has incorporated
Rakelin the organisation. Operational manage-
ment centres, as well as the repair- and crisis
management organisation, have been equip-
pedand trained. Inaddition, contingency funds
have been used to equip and train the staff
included in the seven cooperation structures.
Grants for acquisition of Rakel equipment in
facilities thatare important for electricity con-
tingency planning, have been paid to E.ON,
Fortum, Vattenfall AB and Géteborgs Energi.

STYREL

Svenska Kraftndt has been commissioned by
the Government to prepare implementation of
the Styrel system, Prioritisation of electricity
consumers in the event of power shortages. A
proposal was produced during the year regar-
ding an alteration to our regulations and
general advice on equipment for disconnec-
tion (SVKFS 2001:1). The regulations will cover
preparation for, and implementation of dis-
connection.

DAM SAFETY

Svenska Kraftnat promotes dam safety in the
country and acts to reduce the risks of severe
pressures on society through dam failure or
high rivers. The task of monitoring and partici-
pating in the development of dam safety in the
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countryincludes responsibility for supervision
inrelation toissues of dam safety, highlighting
the need for research, monitoring the impact of
climate change on dam safety and acting to
ensure that possibilities of reducing damage
from floods are utilized.

SUPERVISION

In line with the letter of governance, Svenska
Kraftnat has produced a plan for further deve-
lopment of supervision, and has surveyed
which dam facilities would cause particularly
major consequences in the event of dam failure.
In dialogue with dam owners and authorities,
development of procedures has commenced
to bolster supervision and guidance for this
category of dam. Svenska Kraftnat has also
arranged seminars on self regulation and
supervision of dam safety for county adminis-
trative board staff, put together a national
compilation of dam owners' annual reports
with respect to dam safety, and monitored the
county administrative boards’ methods and
resources for supervision of dam safety.

CLIMATE CHANGE AND DAM SAFETY

During 2008-2011 Svenska Kraftnat has analy-
sed and evaluated theimportance of the climate
issue for dam safety. The work on the govern-
ment'’s climate change commission has been
conducted in collaboration with the power in-
dustry, the mining industry and SMHI (the Swe-
dish Meteorological and Hydrological Institute)
withinthe Committee for design floods for dams
in a changing climate. The committee’'s work
was completed during the year and included
preparing methodology and guidance for con-
sideration of climate change in determining
flows for dams and a national survey of dams’
vulnerability to climate change.

CONTINGENCY PLANNING

FOR DAM FAILURE

Svenska Kraftnat has been supporting the de-
velopment of coordinated contingency planning
for dam failure in the large regulated rivers
since 2005. Production of flooding maps com-
menced during 2011 for the Klaralven River and
was completed for Daldlven River. Work on co-
ordinated contingency planning for dam failure
is currently in progress for eight rivers.

KNOWLEDGE DEVELOPMENT AND

SKILLS PROVISION

During 2011 Svenska Kraftnat supported and
participatedintenorsoresearchand develop-
ment projects within the area of dam safety,

including with regard to warning the public in
the event of dam failure, dealing with flotsam
and uncertainties in flow dimensioning. Since
2005 Svenska Kraftnat has been supporting the
Swedish Hydro Power Centre, a centre for uni-
versity education and research with the aim,
among others, of securing long-term skills
provision within the area of dam safety.
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04. OTHER IMPORTANT

AREAS

ENVIRONMENTAL WORK

According to its instruction, Svenska Kraftnat
shall administer, operate and develop an envi-
ronmentally compatible power transmission
system. Our operations inevitably entail a cer-
tain environmentalimpact; however, the objec-
tive is that it should be as small as possible.

ENVIRONMENTAL MANAGEMENT WORK
CONCERNS THE WHOLE OPERATION

The Ordinance (2009:907) on Environmental
Management in Government Agencies requi-
res the utility to integrate environmental con-
siderations into its operations and conduct
systematic environmental work. Thisyear’s ob-
jective to certificate Svenska Kraftnat's envi-
ronmental management system according to
the IS0 14001 standard has been achieved. The
task of improving procedures and working
practices has been implemented with a major
commitment from both managers and staff.
Almost 90% of the staff has received trainingin
the environmental management system. An
equally large proportion of the staff has com-
pleted basic training in environmental science
during the last five years.

We have also been engaged with a large
number of goals and activities linked to the sig-
nificant environmental aspects. These aspects
are energy losses, energy consumption, emis-
sions of greenhouse gases and dealing with
hazardous substances such as heavy metals
and creosote. One positive environmental
aspectoftheinvestmentsin the national gridis
that they increase the transmission capacity,
which means that environmentally-friendly
electricity canreplace fossil-fired generation.
The investments also facilitate expansion of
renewable energy and reduce the total losses.
Another positive environmental aspect in
Svenska Kraftndt's operation is that many
power line corridors are home to a rich plant
and animal life.

Svenska Kraftnat presents an account of its en-
vironmental management work to the Ministry
of Industry, Employment and Communica-
tions and the National Environmental Protec-
tion Agency in February every year. Similarly,
energy efficiency measures are reported to the
Energy Agency according to the Ordinance
(2009:893) on Energy Efficiency Measures for
Agencies.

ACTIVITIES TO ENSURE REDUCED
ENVIRONMENTAL IMPACT

The following describes some of the environ-
mental measures that have beenimplemented
during the year.

Atooltoevaluate the environmentalimpact
of investments proposed in network inquiries
has beendevelopedinamasterdegree project.
The tool applies a life-cycle perspective to
electricity networks and evaluates both the
local and global environmental impact. The
environmental cost of the proposed invest-
ment is obtained after a monetary appraisal of
all environmental impacts.

The environmental measures plan is an-
other tool that has been developed in order to
ensure that environmental considerations are
included at all times from study to execution.
The environmental measures plan makes con-
crete the precautionary and protective measu-
res that have been set out in the description of
environment consequences. Each location that
requires specific consideration is marked in
the plan and the contractor describes which
measures it intends to take.

Anumber of activities have beenimplemen-
ted during the year within the operational sec-
tor with the aim of minimising the environmen-
tal impact caused by operation of the national
grid. Procedures for estimating increased
losses in connection with failures have been
improved, as have procedures for decisions on
and follow-up of starting gas turbines. Atool to




reduce operational losses has been evaluated.
Thework onvoltage (AMS] that has been tested
to avoid failures also entails avoiding increa-
sed losses, which is beneficial for both the
environment and the economy.

Svenska Kraftnat participates in a working
group within Cigré with the aim of drawing up
guidelines for transmission companies’ report-
ing of greenhouse gases. The commissioninclu-
deslookingat current methods and guidelines,
for example, the Greenhouse Gas Protocol
Initiative, an established method for reporting
climate impact. Svenska Kraftnat's systematic
work to limit emissions of the greenhouse gas
sulphur hexafluoride has resulted in very
small emissions this year as well, only 0.2% of
the quantity installed.

We have started a project with the aim of
making our stations more energy efficient. A
plan of action for existing stations will be drawn
up and requirements on energy efficiency in
new stationswill beincorporatedinthe techni-
calguidelines. Asurvey of energy consumption
in some typical stations has been commenced
during 2011.

ENVIRONMENTAL REQUIREMENTS

IN CONTRACTS

Svenska Kraftnat has been setting environ-
mental requirements in all contracts for
some time. However, environmental issues
are of a different character in the projects. In
construction of a new switch yard south of
Hallsberg, the contractor has worked con-
sciously to minimise transportation and thus
also carbon dioxide emissions. Existing ma-
terialhas beenreusedtothe greatest possible
extent. Aminimum of material has been driven
to the site and no material has been removed
for dumping.

The reconstruction of the 400 kV Stackbo -
Hamra power line in Uppsala and Gavleborg
County has required particular consideration
and caution in executing the work, as the
power line extends through Natura 2000 areas
with plantand butterfly species thatare worth
protecting. There is also a section through a
conservation area in the Nacka - Gustavsberg
cable project. It has been planned in detail in
dialogue with thelocal authorityand machines
of restricted size have been used in excavation
work to avoid damage to the natural environ-
ment.

Large amounts of contaminated material
have been found whenlaying cable on the Vartan
-Koltorp section. Environmental management
of the project has therefore principally entailed

dealing with this material in an environmen-
tally correct manner.

We use audits as a tool to check that the
environmental requirements are being met
and to develop our own and the contractors’
environmental work. During the year three
environmental audits have been conducted in
construction contracts and three within the
maintenance operation.

BIOLOGICAL DIVERSITY IN

POWERLINE CORRIDORS

During the summer an inventory was taken of
some of the national grid’'s powerline corridors
with the aim of surveying areas richin species.
We have now completed 50% of the power line
corridors that are judged to have a rich bio-
logical diversity. We adapt the maintenance in
speciesrich environmentsinorderto preserve
the abundance of species. The Swedish Bio-
diversity Centre (CBM) has conducted studies
of plants, butterflies and birds in power line
corridors. The results show that power line
corridors are important environments for the
survival of many different species. This applies
in particular to butterflies.

GREEN IT

Svenska Kraftnadt works with what is known as
»Green IT«. A gradual virtualisation of the IT
environment is taking place, which entails con-
siderably less physical computers and thereby
lower energy consumption. During the year
improved energy saving functions have also
been introduced for our personal computers.
The »GoITloop« service is used for purchase
and scrapping of IT equipment with the aim of
environmentally-friendly management and
recycling of IT equipment. New video confe-
rencing equipment has been procured for all
offices, whichimproves the prospects for travel-
free meetings.

RESEARCH AND DEVELOPMENT
OPERATIONS
Svenska Kraftnat contributes to and supports
technical research, development and demon-
stration within the fields of electricity trans-
mission and electricity distribution. The aimis
long-termimprovement of the national grid and
system operations with respect to reliability,
efficiency and environmental compatibility.
Development of knowledge and expertise in
conjunction with the universities is also a prio-
ritised area.

Research and development is also suppor-
tedwithin the area of dam safetyaswell as risk
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and vulnerability issues for the power system.
Svenska Kraftnat often undertakes research
and developmentin collaboration with compa-
nies in the industry via the jointly owned
Elforsk AB.

Svenska Kraftnat is also joint owner of the
development company STRI AB in Ludvika.
Other co-owners are ABB, Statnett SF and
Vattenfall AB. Research and development
projects are often carried out in collaboration
with the co-owners. In addition a number of
joint projects are underway with the Nordic
national grid companies. European research
issues have increased in scope during 2011.

Kraftn&dt used SEK 25 (21) million for re-
search and development during 2011.

Below are descriptions of some of the pro-
jects that have been conducted during the year
and which make a long-term contribution to
improving reliability, availability and effective
expansion of the grid.
> Aprototype has been built to test a mea-

suring method for non-contact tempera-

ture monitoring of isolating switches. A

pilotinstallation was made during 2011
> Further development of power system

models for Svenska Kraftnat's power

system simulator, Aristo. The power
system simulatoris used for operational
analysis and power system studies. Itis
alsoimportant that the simulatoris used
in universitiesin order to contribute to
bolstering expertise. Aristo is available

at Chalmers, KTH and Lund University's

Faculty of Engineering.
> Inconjunction with consultants and uni-

versities, Svenska Kraftnat is developing

knowledge concerning VSC technology

(Voltage Source Converter) for transmis-

sion of power on land and at sea.
> ANordic network has been set up for

research into Phasor Measurement Units

(PMUs). This new technology can deliver

betterinformation on the Nordic network’s
dynamics, and in the longer term provide a
means of control for the networks.
> »SCADA security«is aninitiative within
information- and operating systems, esta-
blished during 2010. A collaboration bet-
ween KTH, FOI and Svenska Kraftnat in
which we are financing research at KTH.

> New technologies for better assessment
of status and risk of disruption due to tall
treesin powerline corridors have been
studied, using two different techniques.

The first one uses advanced measuring

techniques with lasers. The second method

is based on three dimensional photography
combined with advanced computerised
interpretation. The goal is to introduce the
option thatis most appropriate for our
maintenance operation. The work of evalu-
ation started during 2011 and will continue
during 2012.

> Adecision has been taken to extend sup-
port for the universities' Elektra research
programme and for Vindforsk up to and
including 2012,

> Asanelementininitiatives within »smart
grids«, Svenska Kraftnat is participating in
an Elforsk projectin the field. We are also
involved in ISGAN (International Smart
Grid Action Network].

> Svenska Kraftnat supports the develop-
ment of knowledge and expertise within
dam safety, partly through R&D projects
and partly through support of the Swedish
Hydro Power Centre, SVC, a centre for
support of university education and
research within hydroelectric power and
mine dams. The activity is divided into two
areas of expertise, »hydraulic enginee-
ring«and »water turbines and genera-
tors«. We support both areas.

INTERNATIONAL COOPERATION
Svenska Kraftnat is engaged in providing in-
creased integration and harmonisation of the
Nordic country’s electricity markets and elec-
tricity networks, as well as further develop-
ment of electricity market cooperation within
Europe with the aim of promoting an internal
market for electricity.

THIRD INTERNAL MARKET PACKAGE

The EU’s third package of legislation on thein-
ternal market for electricityand gas has resul-
ted in an increased requirement for Svenska
Kraftnat to have a European presence and
focus. The third internal market package ente-
red into force on 3 March 2011. For Svenska
Kraftnat's part the work is chiefly pursued
within ENTSO-E", the cooperative body for the
European national grid companies. ENTSO-E's
tasks include two that are of particular im-
portance and that are described in the third
package. These are to draw up a ten-year
European network development planzand pro-
posals for binding rules (so-called network

1ENTSO-E (European Network of Transmission System
Operators - Electricity)
2Ten Year Network Development Plan (TYNDP)
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codes) for Europe as a whole within a number
of different areas.

The network development plan is not bin-
ding per se, but nevertheless, does specify
planned projects and where network reinforce-
ments are needed. During 2011 work has been
carried out to draw up the network develop-
ment plan thatis to be published in June 2012.

The work of producing proposals for the
binding rules has commenced within the areas
of »technical requirements on generators,
»connection of consumption and regional net-
works«, »reliability« and »capacity allocation
and congestion management«. It is important
for Svenska Kraftnatto be able to have aninflu-
ence and ensure that the rules that are drawn
up harmonise with the Swedish ones.

THE EU'S ENERGY INFRASTRUCTURE PACKAGE
In October 2011 the EU Commission adopted a
proposed ordinance on guidelines for a trans-
Europeanenergyinfrastructure. The aim of the
proposal is to promote cross-border projects
of mutual interest. The background is the ass-
essment that major energy infrastructure in-
vestments are needed by 2020 in order to meet
the EU’s climate and energy targets.

The lengthy and inefficient permit proces-
ses, along with the limited opportunities for
financing of projects, are given as the major
obstacles in putting the requisite investments
in place by 2020. As in the production of the
proposal, Svenska Kraftnat will provide the
Ministry of Industry, Employment and Com-
munication with expert know-how during the
continued procedure in the Council of Europe
and the European Parliament.

MARKET COUPLING

The integration of markets in Europe has con-
tinued to be a majorissue during 2011. Models
corresponding to the Nordic model, where
flows of power and area prices are determined
simultaneously through so-called implicit auc-
tions, are being sought as a European target
model. A European grouping, called AESAG?,
with members from several different groups,
has been working to produce a roadmap for how
to achieve the target model. The roadmap was
presented at the Florence Forum“in December
2011 and the work on implementation will be
carried out during 2012.

During 2011 Svenska Kraftnat has also been
involved in several projects with the aim of
integrating Sweden and the Nordic countries
with adjacent countries through so-called mar-
ket coupling. It can specifically be mentioned

thatduring 2011 work has been conducted with
the aim of further advancing the integration
of the Nordic countries with Central Western
Europe® and the UK. The system operators in
the area are working to implement a common
solution for both day-ahead-trade and intra-
day-trade. The objective is for the new soluti-
ons to be operational during late 2012.

NORDIC HARMONISATION

During theyearwork has continued on the cre-
ation ofacommon Nordic balance settlement.
The draft proposal fora model for balance sett-
lement has been further developed during
2011 and in early 2012 work commenced on
implementing the model in Sweden, Norway
and Finland. The work constitutes a significant
step towards a common Nordic end customer
market.

Work on planning future network extensions
of joint Nordic interest is taking place within
the framework of the regional investment
plans that ENTSO-E publishes as a part of its
ten-year network development plan. Concrete
expansion projects, such as the South Western
Link, have been the subject of extensive coope-
ration between the national grid companies,
Svenska Kraftnat and Statnett SF.

DEVELOPMENTS IN THE BALTIC STATES

The work of developing the electricity market
in the Baltic States and its integration with the
Nordic electricity market has proceeded acc-
ording to plan during 2011. For Sweden’s part,
it is primarily the work on the NordBalt link
that has been prioritised. The plan is to put
NordBalt into operation at the turn of the year
2015/2016.

ELECTRICAL SAFETY

In this context the term electrical safety refers
to the responsibility for electrical safety in re-
lation to personalinjury or damage to property.
Maintaining a high level of electrical safety is
one of the overarching goals within Svenska
Kraftnatandits subsidiaries. Svenska Kraftnat
is working towards a zero vision as regards
electrical accidents and near-misses.

3 ACER Electricity Stakeholder Advisory Group (AESAG)
4The Florence Forum (e.g. Electricity Regulatory
Forum)is a discussion forum, set up by the EU
Commission, for issues contributing to the creation

of aninternal market for electricity

5Germany, France, Belgium, The Netherlands and
Luxembourg
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Svenska Kraftnat has been spared fatal acci-
dents caused by electricity during 2011 as well.
Nor have any electrical accidents been repor-
ted that have led to personal injury. Fifteen
electricalincidents have been reported during
the year. These excellent statistics are the re-
sult of management and staff taking in-depth
responsibility and having a high level of exper-
tise in terms of electrical safety, and the same
applies to the contractors that work for us.
Svenska Kraftnat's plants are developed,
designed, built, maintained and supervised 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 the year Svenska Kraftnat has con-
ducted three advance notice audits of how well
electrical safety is being dealt with in the ope-
ration. Unannounced electrical safety inspec-
tions have been implemented at a number of
Svenska Kraftnat's workplaces. The results
demonstrateincreased consciousness and ob-
servance of electrical safety requirements by
the utility's contractors. The need for systema-
tic checks that electrical safety requirements
are being observed remains.

In connectionwith the start of Svenska Kraft-
nat's investment project, electrical safety is now
included as a natural part of the project. Sven-
ska Kraftnat's supplementary electrical safety
instructions were updated during the year.
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05. FINANCIAL
REPORTS

INCOME STATEMENT - THE GROUP (MSEK)

OPERATING REVENUE NOT 2011 2010
Network revenue 1 4,441 4,165
System operator revenue - electricity 2 4,390 5,928
Telecommunications revenue 88 72
System operator revenue - natural gas 41 49
Chargeable activities 10 7
Government grant for power contingency planning 3 236 267
Capitalised work for own account 4 76 59
TOTAL OPERATING REVENUE 9,282 10,547
OPERATING EXPENSES

Personnel expenses 5 -326 -297
Purchase of loss power -1,297 -1,269
Purchased balancing power -4,046 -5,422
Other operating expenses 6 -2,296 -2,110
Depreciation of tangible and

intangible fixed assets 13,14 -676 -664
TOTAL OPERATING EXPENSES -8,641 -9,762
Share of income in associated companies 7 9 20
OPERATING INCOME 8 650 805
INCOME FROM FINANCIAL INVESTMENTS

Income from other securities and

receivables that are fixed assets 9 0 35
Interestincome and similarincome items 10 5 3
Interest expenses and similar expense items 11 -47 -60
INCOMEAFTER FINANCIAL ITEMS 608 783
Tax onincome for the year 12 -14 -10
NETINCOME FORTHE YEAR 594 773
Income attributable to:

The state 581 769
Minority interests 13 4

COMMENTS ON INCOME
STATEMENTS

OPERATING REVENUE

AND EXPENSES

The Svenska Kraftndt Group's operating revenue
fell during 2011, amounting to SEK 9,282 (10,547)
million, a decrease of SEK 1,265 million, which is
chiefly due to a lower average electricity price
during the year resulting in lower invoicing to
customers.

The Group's network revenue including capi-
talised work for own account amounted to

SEK 4,517 million, arise of SEK293 million com-
pared with 2010. The revenue trend was affected by
increased national grid tariffs and increased
transmission on the national grid. Revenues from
capacity charges fell during the year and amoun-
ted to SEK 77 million compared with SEK 495 mil-
lion lastyear. However, the effect on earnings was
greater as a result of changes to the regulations
for handling congestion in accordance with the
European Parliament’'s and the Council's Ordi-
nance (EU) no. 714/2009 on conditions for access to
the network for cross-bordertrade. From thisyear
the part of the capacity charges that corresponds
toexpensesforcountertradingarereportedinthe
income statement. The remaining part is to be
reported as a liability in the balance sheet and
used for future investments to retain or increase
the capacity in cross-border links. Of the SEK 762
million that were received, 77 are thus reportedin
the income statement as an income, which is SEK
418 million lower than last year. During the year
SEK 685 million of the capacity charges received
have been used to finance investments that incre-
ase or retain the capacity in transmission on the
national grid.

The energy-dependentrevenue fromtransmis-
sion on the national grid increased and amounted
to SEK 1,757 (1,657) million due to around 3% higher
transmission on the national grid. The fixed part
of the capacity charge tariff was raised on the first
of January 2011 to cover theincreased operational
expenses andtherevenuestherebyalsoincreased
by SEK 300 million. Revenues from transiting in-
creased substantially during the year to SEK 209
million compared with SEK 12 million the year
before. Theincreaseinrevenueisduetoincreased
exportsand higher transiting of electricity through
the Swedish national grid thanks to the highlevels
inthe Norwegian and Swedish storage reservoirs.

System revenues for electricitydecreased sub-
stantially and amounted to SEK 4,390 (5,928) mil-
lion. The lower revenues are explained by lower
average electricity prices compared with 2010. The
lower electricity prices led to lower revenues of
approx. SEK 1,260 million during the year for regu-
lating- and balance power sold.

The telecommunications operation’s external
income amounted to SEK 88 (72) million. System
responsibility revenue for natural gas was SEK 41
(49) million. The decreaseinincomeis due tolower
charges for balance providers.

Contingency planning has utilised SEK 267 (236)
million during the year, financed by appropriations.

Chargeable activities include management of
renewable electricity certificates and levying se-
curity of supply fees for natural gas. These fees
produced anincome of SEK 10 (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 8,641 (9,762) million. The number of full-time
employees increased by 28 during the year and
staff expenses rose by SEK 29 million to SEK 326
million.

Since 1January 2010 Svenska Kraftnat has had a
new agreement on purchase of powerlosses based
onthefinancialelectricity pricethatappliesforthe
periodin question. For 2011 the costsrose by SEK 28
million to SEK 1,297 million. The new agreement
exposes Svenska Kraftnat to the so-called price
area risk in connection with purchase of power
losses. The electricity price for purchase of power
losses has been some 10% higher than last year,
however, at the same time Svenska Kraftnat has
beenless exposed to price area risks thanin 2010.

The costs for balance power decreased by SEK
1,376 million and amounted to SEK 4,046 million.
Thanks to the lower average electricity prices, the
costs for purchased regulating-andbalance power
decreased similarly to the situation with revenues.
Expenses for counter trading fell during the year
and amounted to SEK 70 million compared with SEK
186 millionlastyear. Atthe same time the costs for
frequency control/ primary regulation within the
public utility increased by around SEK 200 million,
which was due to the low reservoir levels that
arose during the spring and summer months. This
led to high costs for the hydroelectric power gen-
eration that was used to supply reserves for fre-
quency control.

Abad debtloss of about SEK 14 million has been
established during the year. Since the end of 2010
the same customer has caused Svenska Kraftnat a
total bad debt loss of about SEK 22 million. The
matter has been dealt with by a number of legal
bodies during 2011 and this will continue during
2012in order to produce a final solution.

Depreciation of tangible and intangible fixed
assets increased by SEK 12 million and amounted
to SEK 676 million.

OPERATING INCOME

Operating income for the Group amounted to SEK
650 million, a fall of SEK 155 million. Operating
income includes external revenue and expenses
and the profit/loss from associated companies.
The Group’s operating income includes deprecia-
tion and write-downs.

Transmission on the National Grid is the pre-
dominantbusiness segmentin Svenska Kraftnat’'s
operations. Operating income for the year for
transmission on the national grid amounted to
SEK 883 (710) million. The higher earnings are
largely due to lower expenses for counter trading
during the year and higher revenues for tempo-
rary subscriptions. Some items concern both the
Network and System Operator for Electricity busi-
ness segments. Costs that has not been possible
to attribute to a single business area have been
allocated on a standard basis between the two
segments.

Operating income for the System Operator for
Electricity business segmentwas SEK 287 (41) mil-
lion. The lowerincomeis primarily due to substan-
tially higher costs for primary regulation balance
power between bidding areas.




Operatingincome for telecommunications amoun-
ted to SEK 40 (27) million. The improvement is pri-
marily due to increased invoicing.
Operatingincome for System Operator for Natu-
ral Gas fell by SEK 1 million to SEK 3 million.
Operatingincome for the Chargeable Activities
business segment, whichincludes renewable elec-
tricity certificates and fees for security of supplyfor
natural gas, fell by SEK 1 million to SEK 2 million.
The Group's share of income in associated com-
panies amounted to SEK 9 million compared with 20
SEK million for 2010. The greatestimpact on Sven-
ska Kraftnat's profit/loss has been the sharehold-
ing in the associated company Nord Pool ASA, and
the fact that it was sold to Nasdaq OMXin May 2010
explains the reduced impact on operating results.
Theoperatingmargin for the Groupamounted to
7.0 (7.6) %, which is 0.6 percentage points better
than the previous year.

NET FINANCING

The Group's net financialincome/expense amoun-
tedto SEK -42 (-22) million, whichis a deterioration
of SEK 20 million compared with last year. Earn-
ings from other securities and receivables that

Operating revenue (MSEK)

are fixed assets amounted to SEK 0 (35) million.
Included in this item for 2010 is a capital gain in
connection with the disposal of shares worth SEK
34 million in the associated company Nord Pool
ASA.The Group'sinterestincome amountedto5 (3)
%, whichis 2 percentage points better than the pre-
vious year. Deposits placed as security produced
SEK 2 million in increased interest income. The
Group's interest expenses and similar items
amounted to SEK -47 (-60) million. The lower costs
are primarily due to capitalized interest expenses
on on-going construction projects, despite higher
borrowings for the Group.

The interest coverage ratio amounted to 13.9
(14.0) times.

NET INCOME FOR THE YEAR

Consolidated net income for the year amounted to
SEK 594 (773) million, which is SEK 179 million
lower thanin 2010. The result means areturnof 6.1
(8.4) % on adjusted equity. According to the letter of
governance for2011, thetargetistoachieveanave-
rage return on adjusted equity of 6%. The net profit
margin with a deduction for standard tax was 4.8
(5.4) %.
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»NET INCOME FOR
THE YEAR AMOUNTED
TO SEK 594 MILLION «



BALANCE SHEET - THE GROUP

ASSETS (MSEK) NOT 2011-12-31 2010-12-31
FIXED ASSETS

Intangible fixed assets 13 308 282
Tangible fixed assets 14 12,465 10,400
Shares and participations in associated companies 16 91 84
Long-term receivables 0 0
Income taxes recoverable 14 12
TOTAL FIXED ASSETS 12,878 10,778
CURRENT ASSETS

Inventories 86 89
Current receivables 17 915 821
Prepaid expenses and accrued income 19 929 1,151
Liquid funds VEK] 370
TOTAL CURRENT ASSETS 2,663 2,431
TOTAL ASSETS 15,541 13,209
EQUITY AND LIABILITIES

EQUITY REFERABLE TO OWNERS

Government capital 600 600
Other paid-up capital 3,314 3,314
Profit brought forward 4,140 4,057
THE GOVERNMENT’S CAPITAL 8,054 7,971
MINORITY INTERESTS 61 48
TOTAL EQUITY 8,115 8,019
LONG-TERM LIABILITIES

Interest-bearing liabilities 20 2,768 1,972
Non-interest-bearing liabilities 21 1,794 936
Deferred tax 40 38
Provisions for pensions 22 537 478
Other provisions = 0
TOTAL LONG-TERM LIABILITIES 5,139 3,424
CURRENT LIABILITIES

Interest-bearing liabilities 23 82 82
Accounts payable 1,277 499
Other liabilities 139 107
Accrued expenses and prepaid income 24 789 1,078
TOTAL CURRENT LIABILITIES 2,287 1,766
TOTAL EQUITY AND LIABILITIES 15,541 13,209
PLEDGED SECURITIES Inga Inga
CONTINGENT LIABILITIES 25,26 0 ]

62

COMMENTS ON THE
BALANCE SHEET

BALANCE SHEET TOTAL

The consolidated balance sheet total amounted to
SEK 15,541 (13,209) million, whichis anincrease of
SEK 2,332 million.

FIXED ASSETS

Svenska Kraftnat's intangible fixed assets consist
of land rights, rights of use for fibre-optic cables,
licences and capitalized expenditure for computer
programs. The book value is SEK 308 (282) million.
Investments in computer programs, including a
new operational monitoring system, amounted to
SEK 64 (55) million. Depreciation onintangible fixed
assets for the year amounted to SEK 46 (38) million.

The tangible assets consist primarily of power
cables, stations, buildings and land, fibre optic con-
nectionsand other technical facilitiesand construc-
tion in progress. The value of the tangible assets
amounted to SEK 12,465 (10,400) million, whichisan
increase of SEK 2,065 million. Investments during
the year amounted to SEK 2,707 million and depre-
ciation and write-downs to SEK 592 million.

The other fixed assets consist of participations
in associated companies and income taxes recov-
erable. Participations in associated companies
amounted to SEK 91 (84) million. During the year,
the parent entity received a dividend of SEK 2 Mkr
from Nord Pool Spot AS and share of income in
associated companies amounted to SEK 9 million.

CURRENT ASSETS

Current assets amounted to SEK 2,663 (2,431) mil-
lion. The increase mainly relates to increased lig-
uid assets which were SEK 733 (370) million at the
end of theyear, anincrease of 363 SEK million. The
public utility has pledged securities in the form of
deposits at bank accounts in commercial banks in
order to be able to subscribe to options for future

electricity purchases. These amounted to SEK 662
million. The deposit was redeemed on 5 January
2012 and instead the public utility is now utilizing
an account in the National Debt Office to manage
the security requirementsin connection with pur-
chase of electricity.

EQUITY

Equity in the Group at year-end was SEK 8,115
(8,019) million, of which SEK 4,140 (4,057) million
consisted of retained earnings. SEK 499 (244) mil-
lion has been distributed to the owners during the
course of the year. Net Group profit for the year
amounted to SEK 594 (773) million.

LONG-TERM LIABILITIES

The Group’slong-terminterest- bearingliabilities
consist of the parent entity’s loan parameter with
the National Debt Office of SEK 2,131 (1,252) million
and SwePol Link's bank loans of SEK 637 (720) mil-
lion. Theinterest-bearing borrowing requirements
inthe Group therebyincreased by 796 (137) million
during the year. The average interest on the loans
for the Group during 2011 was 1.9 (0.8) %.

Non-interest-bearing liabilities that consist of
contributions fromland owners, investment grants
from stakeholders, cumulative capacity charges,
advances from customers within the fibre optic
operationand other customersamounttoSEK 1,794
(936) million.

The level of the net loan debt increased by SEK
493 million and amounted to SEK 2,655 (2,162) mil-
lion. This had an impact on the debt/equity ratio,
whichincreased during theyearto 37(31) %. The tar-
get for 2011 is that Svenska Kraftnat will achieve
a debt/equity ratio of a maximum of 73%.

CURRENT LIABILITIES

Accounts payable increased substantially prior to
the turn of the year in connection with signing a
number of contracts and advance payments with
regard to the South Western Link project.
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CASH FLOW STATEMENT - THE GROUP (MSEK)

THEYEAR'S OPERATIONS 2011 2010
Operatingincome 650 805
Adjustment for items notincluded in cash flow

Depreciation 676 664
Otheritems =79 -82
Interest paid A ) -15
Tax paid -12 -2
CASH FLOW FROM OPERATIONS BEFORE 1,189 1,370
CHANGES IN WORKING CAPITAL

CHANGES IN WORKING CAPITAL

Changeininventories 3 =i
Changein current receivables -115 -629
Changein current liabilities -21 420
CASHFLOW FROM THE YEAR'S OPERATIONS 1,056 1,160
INVESTMENT ACTIVITIES

Investmentsin tangible and -2,229 -1,276
intangible fixed assets

Changeinlong-term receivables 0 (Y
Sale of fixed assets 0 63
CASHFLOW FROM INVESTMENT ACTIVITIES -2,229 -1,151
FINANCING ACTIVITIES

Dividend received 3 /A
Changeininterest-bearing liabilities 796 137
Changein other long-term liabilities 1,234 164
Advance payments from customers 2 0
Dividend paid -499 -244
CASH FLOW FROM FINANCING ACTIVITIES 1,536 231
CASHFLOW FORTHE YEAR 363 240
Liquid assets at the beginning of the year 370 130
Liquid assets at year-end VEK] 370
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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 the income statement and balance
sheet descriptions of profitability and financial
position. Liquid assets are understood to be cash
and bank balances.

THEYEAR'S OPERATIONS

Cash flow from the year’s operations before
changes in operating capital deteriorated by SEK
181 million compared with the previous year and
amounted to SEK 1,189 million. Cash flow from the
year’s operations amounted to SEK 1,056 (1,160)
million. The deterioration is primarily a result of
the lower level of operatingincome.

INVESTMENT ACTIVITIES
Investments made by the Group increased during
theyearand amounted to SEK 2,229 (1,276) million.

CHANGE IN EQUITY - GROUP (MSEK)

Investments in the parent entity amounted to SEK
2,180 (1,255) million, SEK 25 (1) million in the sub-
group SwePol Link and SEK 24 (20) millionin Sven-
ska Kraftnat Gasturbiner AB.

FINANCING ACTIVITIES

The Group's interest-bearing liabilities increased
during the year compared with SEK 137 million in
2010. Interest-bearing liabilities in the parent en-
tity increased by SEK 879 (219) million and in the
sub-group SwePol Link external interest-bearing
liabilities decreased by SEK 83 (82) million. Sven-
ska Kraftnat Gasturbiner AB’s in-Group interest-
bearing liability was SEK 132 (144) million. Other
long-termliabilitiesincreased by SEK 1,207 million
as an elementin the co-financing of the Stockholm
Stréom project from a number of municipalities and
the Nord Balt Cable. In addition, capacity charges
are reported as long-term liabilities and are used
to finance future investments that retain or expand
the transmission capacity in the national grid. SEK
499 (244) million has been paid to the Government.
Cash flow for the year amounted to SEK 363 million
compared with SEK 240 million in 2010.

REFERABLE TO THE GOVERNMENT

The Govern- Other paid-up Capitalized profits Total Referable Total
mentscapital capital incl. netincome to minority equity
for theyear interests
OPENING
BALANCE 2010 600 3,314 3,543 7,457 [AA 7,501
Translation
difference -11 -11 -11
Dividend — - -244 -244 - -244
Netincome for — - 769 769 4 773
the year
CLOSING 600 3,314 4,057 7,971 48 8,019
BALANCE 2010
OPENING
BALANCE 2011 600 3,314 4,057 7,971 48 8,019
Translation
difference 1 1 -1
Dividend - - -499 -499 - -499
Netincome for - - 581 581 13 594
the year
CLOSING 600 3,314 4,140 8,054 61 8,115
BALANCE 2011

PROFIT BROUGHT
FORWARD INCLUDING NET
INCOME FOR THE YEAR

Profitbrought forwardincluding netincome for the
year is constituted by profit accrued in the parent
entity, in subsidiaries, and also in Svenska Kraft-
nat's share of profits from associated companies.
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 Kraftnat is a public utility and
is a part of the Swedish Government.

The allocation of profit proposed in the annual
report for 2010 was adopted by the Government.
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»THE GROUP'S REVENUES
FELL BY 12 PERCENT«

INCOME STATEMENT - PARENT ENTITY (MSEK)

OPERATING REVENUE NOT 2011 2010
Network revenue 1 4,163 3,955
System operator revenue - electricity 2 4,391 5,931
Telecommunications revenue 88 72
System operator revenue - natural gas 41 49
Chargeable activities 10 7
Government grant for power contingency planning 3 236 267
Capitalised work for own account 4 76 59
TOTAL OPERATING REVENUE 9,005 10,340
OPERATING EXPENSES

Personnel expenses ) -326 -296
Purchase of loss power -1,279 -1,269
Purchased balancing power -4,051 -5,438
Other operating expenses 6 -2,272 -2,089
Depreciation of tangible and

intangible fixed assets 13,14 -520 -513
TOTAL OPERATING EXPENSES -8,448 -9,605
OPERATING INCOME 557 735
INCOME FROM FINANCIAL INVESTMENTS

Result from other securities and receivables

that are fixed assets 9 7 66
Interestincome and similarincome items 10 4 2
Interest expenses and similar expense items 11 -23 -49
INCOMEAFTER FINANCIAL ITEMS LYA) 754

THE PARENT ENTITY,
THE SVENSKA KRAFTNAT
PUBLIC UTILITY

Operating revenue amounted to SEK 9,005 (10,340)
million, SEK 66 (50) million of which pertained to
sales to group companies. Income after financial
items amounted to SEK 545 (754) million. Last
year's earnings were affected by a dividend of SEK
174 million that was received from Nord Pool
ASA, whichwas subsequently sold to NASDAQ OMX
in May.

The public utility's investments in tangible
and intangible fixed assets amounted to SEK 2,722
(1,255) million. As per 31 December 2011, liquid
funds amounted to SEK 700 (313) million.

The parent entity finances its operations with
equity and loans in the National Debt Office. At
year end borrowings amounted to SEK 2,131 (1,252)
million and equity to SEK 7,830 (7,784) million.

During 2011 the public utility has received co-
financing for a number of investment projects and
used the capacitychargesithasreceivedtofinance,
in particular, the Fenno-Skan 2 project.
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BALANCE SHEET - PARENT ENTITY (MSEK)

ASSETS

FIXED ASSETS NOT 2011-12-31 2010-12-31
INTANGIBLE FIXED ASSETS 13

Capitalised expenditure for computer programmes 116 138
Land rights 59 54
Rights of use 33 38
Construction workin progress 100 52
TOTAL INTANGIBLE FIXED ASSETS 308 282
TANGIBLE FIXED ASSETS 14

Buildings and land 232 196
Machinery and equipment 7,320 6,221
Construction workin progress 3,557 2,516
TOTAL TANGIBLE FIXED ASSETS 11,109 8,933
FINANCIAL FIXED ASSETS

Shares and participations in Group companies 15 12 12
Receivables from Group companies 121 133
Shares and participations in associated companies 16 47 47
Receivables from associated companies 0 0
TOTAL FINANCIAL FIXED ASSETS 180 192
TOTAL FIXED ASSETS 11,597 9,407
CURRENT ASSETS

INVENTORIES p )
CURRENT RECEIVABLES

Accounts receivable 673 678
Receivables from Group companies 30 21
Receivables from associated companies = 0
Other receivables 136 49
Receivables from the public utility's cheque account 18 27 61
Prepaid expenses and accrued income 19 927 1,150
TOTAL CURRENT RECEIVABLES 1,793 1,959
CASH AND BANK BALANCES 700 313
TOTAL CURRENT ASSETS 2,495 2,277
TOTAL ASSETS 14,092 11,684
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BALANCE SHEET - PARENT ENTITY (MSEK)

EQUITY AND LIABILITIES

EQUITY \[oh) 2011-12-31 2010-12-31
RESTRICTED EQUITY

Government capital 600 600
Restricted reserves 3,314 3,314
TOTAL RESTRICTED EQUITY 3,914 3,914
Profit brought forward 3,371 3,116
Netincome for the year 545 754
TOTALUNRESTRICTED EQUITY 3,916 3,870
TOTAL EQUITY 7,830 7,784
PROVISIONS

INTEREST-BEARING PROVISIONS

Provisions for pensions 22 537 478
NON INTEREST-BEARING PROVISIONS = 0
LIABILITIES

INTEREST-BEARING LONG-TERM LIABILITIES 20 2,131 1,252
NON-INTEREST-BEARING LONG-TERM LIABILITIES 21 1,463 561
NON-INTEREST-BEARING CURRENT LIABILITIES

Accounts payable 1,268 493
Liabilities to group companies 8

Other liabilities 75 46
Accrued expenses and prepaid income 24 780 1,070
TOTAL NON-INTEREST-BEARING 2,131 1,609
CURRENTLIABILITIES

TOTAL EQUITY AND LIABILITIES 14,092 11,684
PLEDGED SECURITIES Inga Inga
CONTINGENTLIABILITIES 25,26 0 0
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CASH FLOW STATEMENT - PARENT ENTITY (MSEK)

THEYEAR'S OPERATIONS 2011 2010
Operatingincome 557 735
Adjustment for items notincluded in cash flow
Depreciation 520 513
Otheritems -22 9
Interest paid -25 -6
CASH FLOW FROM OPERATIONS BEFORE CHANGES IN WORKING CAPITAL 1,030 VR K]
CHANGES IN WORKING CAPITAL
Changeininventories 3 =il
Changein currentreceivables =77 -599
Changein current liabilities -20 410
CASHFLOW FROM THE YEAR'S OPERATIONS INVESTMENT ACTIVITIES 936 1,043
INVESTMENT ACTIVITIES
Investmentsin tangible and intangible fixed assets -2,180 -1,255
Changeinlong-term receivables 12 74
Sale of fixed assets 0 X]
CASHFLOW FROM INVESTMENT ACTIVITIES -2,168 -1,118
FINANCING ACTIVITIES
Dividend received 3 174
Changeininterest-bearing liabilities 879 219
Changein other long-term liabilities 1,234 163
Advance payments from customers 2 0
Dividend paid -499 -244
CASHFLOW FROM FINANCING ACTIVITIES 1,619 312
CASHFLOWFORTHE YEAR 387 237
Liquid assets at the beginning of the year 313 76
Liquid assets at year-end 700 313
CHANGE IN EQUITY - PARENT ENTITY (MSEK)

GOVERNMENT OTHERPAID-UP CAPITALIZED PROFITSINCL. SUMMA

CAPITAL CAPITAL NETINCOME FORTHE YEAR

AMOUNT IN MSEK 600 3,314 3,360 7,274
Opening balance 2010 — — -244 -244
Dividend — — 754 754
NETINCOME FORTHE YEAR 600 3,314 3,870 7,784
CLOSING BALANCE 2010 600 3,314 3,870 7,784
Opening balance 2011 - - -499 -499
Dividend — — 545 545
NETINCOME FORTHE YEAR 600 3,314 3,916 7,830
CLOSING BALANCE 2011
The dividend paid is reported against the below income title.
INCOME TITLE (TSEK) AMOUNT TO DEPOSIT AMOUNT DEPOSITED
2116 Parent entity's dividend deposited 499,000 499,000

and deposit of equivalent to state tax
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06. ADDITIONAL INFORMATION
AND NOTES

ACCOUNTING AND
VALUATION PRINCIPLES

BASIS FOR PREPARING THE REPORTS
Svenska Kraftnat's accounts comply with Ordi-
nance (2000:606) on public authority book-keep-
ing and the Swedish National Finance Mana-
gement Authority’s regulations and general
advice. The Ordinance corresponds with the
Bookkeeping Act but is adapted to the special
preconditions thatapply for Governmentautho-
rities and utilities. With certain exceptions that
are stipulated in the document on Government
appropriations, the Annual Reportis drawn up
in accordance with the Ordinance (2000:605) on
annual reports and budget input and the Swe-
dish National Finance Management Authority’s
regulationsandgeneraladvice. Partof Svenska
Kraftnat's operations - contingency planning -
is financed via Government grants. For this
particular activity, the provisions of Ordinance
(1996:1189) on grantsalso 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 Stan-
dards Council's recommendations (RR 1:00).
Thisisin order to provide a more true and fair
picture of the Group's financial status and bet-
ter comparability with other Swedish groups.

PRECONDITIONS FOR THE DRAFTING OF

THE GROUP'S FINANCIAL REPORTS

The parent company’s functional currency for
reportingis Swedish kronor for both the parent
company and the Group. All amounts that are
given are rounded off to the nearest million
kronorunlessotherwiseindicated. Itemsrela-
ted to income statements refer to the period

1January-31December. Itemsrelated tobalan-
ce sheetsreferto 31 December. Figures within
brackets apply to the previous year's values.

CONSOLIDATED ACCOUN-

TING PRINCIPLES

THE EXTENT OF THE GROUP

Svenska Kraftnat comprises the parent com-
pany, the Svenska Kraftnat public utility, along
with three subsidiaries and five associated
companies. The parent company is a Swedish
state-owned public utility that has its head office
in Sundbyberg. The Groupis under the control-
ling influence of the Swedish government.

The subsidiariesand associated companies
are limited liability companies or companies
with a corresponding legal status abroad.

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

CONSOLIDATION PRINCIPLES

The consolidated accounts are drawn up in
accordance with the acquisition method, which
means briefly that the acquisition cost for the
sharesinthe subsidiaryare eliminated against
the equity that exists in the subsidiary at the
time of the acquisition. The recommendations of
the Swedish Financial Accounting Standards
Council concerning consolidated accounts are
applied.

Minority participations in the net profit and
equity in part-owned subsidiaries are presen-
ted separately in the calculation of the Group's
net profitand equity. Internal profits within the
Group are eliminated in their entirety.

Associated companies are reportedinaccor-
dance with the equity method. This means that
the book value of shares and participations in
associated companies in the consolidated acco-
untsisvalued at the Group’s share of the asso-
ciated companies’ equity. Svenska Kraftnat's
share of the associated companies’ profit is




thereby included in the Group's profit and divi-
dend distributed. The share is included in the
profit brought forward.

UNTAXED RESERVES/APPROPRIATIONS

When drawing up the consolidated accounts
untaxed reserves and appropriations reported
in the individual companies have been divided
up into deferred tax and restricted equity. The
deferred taxliability has been calculated at the
current tax rate.

TRANSLATION OF FOREIGN SUBSIDIARIES
AND ASSOCIATED COMPANIES

For all companies within the Group local cur-
rency corresponds to the functional currency
for the company. Swedish kronor, which is the
parent company's functional and reporting
currency,is usedin the consolidated accounts.
Assets and liabilities are translated to the
exchangerate onthe balance sheet date. Unre-
alised exchange rate gains and exchange rate
losses areincludedin the result.

The subsidiary SwePol Link AB’s Polish sub-
sidiary’sannualaccounts have beentranslated
into Swedish kronor in accordance with the
monetary method, which means that monetary
itemsaretranslatedinto the balance sheetdate
rateand non-monetaryitemsintotherateatthe
time of the investment. The translation diffe-
rence between monetary assets and liabilities
isincludedinthe netincome forthe yearfor the
Group andisreportedintheincome statement.
The monetary methodis used because the ope-
rations of the Polish companyareregardedasan
integrated part of SwePol Link AB's activities.

REVENUE ACCOUNTING

Revenues are reported to the extent to which it
islikely 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
eliminated in the consolidated accounts.

Networkrevenue
Network revenue consists of both capacity
charges and energy dependent fees. Capacity
chargesare fixed annual charges for subscrip-
tions that are reported as income linearly
throughout the period that the charge is meant
to cover, while the energy-dependent fee is
reported asincome in connection with the 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. If the flow of elec-
tricity through Swedenis high, Svenska Kraftnat
receivesincome. Atthe sametime, the flowsare
generally through Denmark and neighbouring
countries, incurring costs for Svenska Kraftnat.

System operator revenue for electricity
Revenue consists of power sold for balance
services, 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 gross
for system responsibility per hourinstead of as
previously perfourteen day period. If the custo-
mer has been an overall purchaser of power
during the period, this is shown as balancing
power income for Svenska Kraftnat whereas if
the customer hasinstead been anoverall seller,
itis 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
natural gas as well as expenses for purchased
natural gas. This is reported and settled on a
gross basis per day.

Other operating revenue is reported as
revenuein conjunction with the provision of the
service.Customers canpayinadvancetoacer-
tain extent. The advance paymentis thendeduc-
tedagainstincome asthe serviceis carried out.

SEGMENT ACCOUNTING OR

LINE OF BUSINESS

The Svenska Kraftndt Group's primary segments
arelinesofbusiness. The Group's operationsare
dividedintosixsegments. Abusiness segmentis
a unit identifiable within Svenska Kraftnat's
accounts that is distinguished from other busi-
ness segments on the basis of the risks and opp-
ortunities involved in each assignment.

INTEREST INCOME

Interestincome is reported concurrently as it
is accrued, i.e. it is accounted in the income
statement in the period in which it arises.

INTEREST EXPENSES

Interest expenses consist of interest and other
expenses that arise when borrowing capital.
Interest expensesare reportedin the period to
whichtheyrelate. Interestexpensesduring the
construction period are activated with the con-
struction of capital assets in excess of SEK 100
million. Thisamountwasincreased at the start
of the year by SEK 50 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

Receivables and liabilities in foreign currency
are valued at the exchange rate on the balance
sheetdate. The difference betweenthevalueon
the date of acquisition and the balance sheet
date has been added to the result.

INVENTORIES
The inventory consists of natural gas and fuel
for operating gas turbines. The stock has been
valued atthe lowest of the acquisitionvalue and
the realvalue.

LIQUID FUNDS
Liquid funds comprise bank balances and de-
posits.

DERIVATIVES INSTRUMENTS

The parent entity uses derivativesinstruments
tosecure financial risks, primarily risks asso-
ciated with the electricity price and currency
exposure. From 2012 Svenska Kraftnat purcha-
ses its network losses on the Nord Pool Spot
electricity exchangein combination with finan-
cialhedgingon NASDAQ OMX Commodities. To
enableittoconcludeagreementsonelectricity
futures, the parent entity has pledged security
in the form of deposits in euros and they have
been hedged.

REPORTING OF LEASING AGREEMENTS
Allleasingagreementsare reportedas opera-
tional leases. They are written-off linearly.
There are no financial leasing agreements.

TANGIBLE FIXED ASSETS

Tangible fixed assets are reported at their gross
acquisition value with a deduction made for
accumulated depreciation and write-downs.
Investmentsareregardedasbeing constituted
by new constructionaswellas conversionsand
extensions thatinthelongtermincrease stan-
dard, quality or performance.

Expenditure for repairs and maintenance
are reported as an expense in the period in
which they occur. Included under maintenance
are works that are required in order for it to be
possible for a facility to be used in the original
wayintended, butwhich donotenhanceits per-

formance or significantly extend its lifetime.
Interest expenses during the construction

period are activated with the construction of

facilities in excess of SEK 100 million.

INTANGIBLE FIXED ASSETS

Expenditure for land rights, rights of use in
fibre-optic connections, licences, construction
in progress and development expenses for
computer programmes are carried forward
andwritten offlinearly over the duration of use.
Allintangible fixed assets have alimited period
of use. Land rights are written off according to
the assessed period of use, which for a cable
concessionis usually 40 years.

Rights of use are for fibre-optic cables and
are written off over a period of between 15 and
25 years in accordance with the length of the
contractperiod. The public utility’s newlyacqu-
ired settlement system is judged to have a
period of use of ten years. The assessment is
based on the development period, its complex-
ity and the difficulty to replace it.

DEPRECIATION
Depreciation according to planis based on the
acquisition value of the assets and the estima-
ted period of use. Linear depreciation is used
for all fixed assets.

The residual value and duration of use of
assetsisregularly checked and adjusted when
necessary.

ANNUAL DEPRECIATION RATES (%)

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

Submarine cables, excluding

SwePol Link, and associated lines 3.3
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

A provision is reported in the balance sheet
when thereisalegal orinformal undertaking as
aconsequence of aneventthathasoccurred,and
where it is likely that an outflow of resources
is required to settle the undertaking and that
the amount can be estimated in a reliable way.
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TAXES

Svenska Kraftnat's subsidiaries are obliged to
pay income tax for limited liability companies,
whereas Svenska Kraftnat as a state utility and
part of the Swedish state is free from income
tax, which means that the utilityis notataxsub-
ject. Deferred tax for differences between the
reportedand fiscal resultis not reported by the
parent entity and the Svenska Kraftnat Group,
with the exception of SwePol Link Poland and
for untaxed reserves in the Swedish subsidia-
ries. Deferred tax receivables are reported to
the extent that sufficient taxable surplus is
deemed likely to be available within the fore-
seeable future.

PENSION COMMITMENTS

Since 2003 a pensionagreement, PA-03, applies
forstateemployeesbornin 1943 orlater. Forem-
ployees born in 1942 or earlier PA-91 applies.
The size of the pension provision is calculated
by the National Government Employee Pensions
Board (SPV]. PA-03 includes old-age pension,
survivors' pension and disability pension.

PA-03includes the contribution pensions -
individual old-age pension and supplementary
old-age pension, Képan. Premiums are paid for
these. Defined-benefit pensions are also in-
cluded - old-age pension on incomes over 7.5
basicincomeand old-age pensioninaccordance
with transitional rules foremployeesborn bet-
ween 1943 and 1972. These commitments are
reported under Provision for pensions.

The year's pension provisions have been
written off together with premiums paid. The
interest component in the year’'s pension ex-
pensesisreported as aninterest expense.

About 5% of the employees were not upda-
ted, which means that their pension provision
has been calculated at a standard rate. Upda-
ting means that SPV carries out an overall
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 ata standard rate.
Among otherthings, this means that SPV assu-
mesthatthe employee hasbeenin state employ-
ment from the age of 28, and that the provision
is calculated with a factor of 0.95. This means
thattheactual provision mightbelessormore.
SvenskaKraftndt does not considerthe pension
provisiontobetoolowandhaschosentoreport
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 accor-
dance with the basis that the board of SPV has
laid down. When determiningit, either the 2011
or 2012 rate could be used in calculating the
2011 pension liability. The difference between
them s, briefly, that the 2011 basis for calcula-
tionis based on aloweryield assumption (1.1%
instead of 1.4%) which in turn leads to a higher
pension liability. Svenska Kraftnat reports the
liability according to the 2012 basis. The part of
the changein pension provision that is a result
of the change to the 2012 calculation basis is
reported as aninterest expense.

Svenska Kraftnat pays a special payroll tax
on paid out pensions in accordance with Ordi-
nance (1991:704) on the establishment of spe-
cial payroll tax on state pension expenses, not
based on allocations for pensions. Since the
pension provisionis for future pension outlays,
an allocation is made for special payroll tax
based onthe size of the pension provision at the
end of the year.

INVESTMENT GRANTS

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

CAPACITY CHARGES

Inaccordancewiththe European Parliament’s
and the Council's Ordinance (EU) no. 714/2009
on conditions for access to the network for
cross-border trade, capacity charges recei-
ved are recorded on an on-going basis in the
balance sheetas currentliabilities and booked
against countertrading costs during the finan-
cialyear. Atthe end of the year they are reclas-
sified aslong-termliabilities and can be utili-
zed as investment grants/co-financing for
investments that retain or expand the national
grid’s capacity.

RESEARCH AND DEVELOPMENT EXPENSES
Development work is an integrated aspect of
the operation and refers to measures for long-
term improvements that are written off conti-
nuously during the year. Svenska Kraftnat con-
ductsresearchand developmentwork with the
aim of increasing reliability, effectiveness and
environmental adaptation of the network and
system operations. No expenses are therefore
capitalised for development.
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CASH FLOW STATEMENT

The cash flow statement is draw up in accor-
dance with the indirect method. The cash flow
reported comprises transactions that entail
receiptsand payments. This meansthatdiscre-
pancies can occur compared with changes in
individualitems in the balance sheet.

SUPERVISORY AUTHORITY
The supervisory authority for network opera-
tions is the Energy Market Inspectorate.

BORROWING
Borrowingis reported at a nominal amount.

SHARES AND PARTICIPATIONS

IN GROUP COMPANIES

Share and participations in group companies
are reported at acquisition value with deduc-
tions for any write-downs. Dividends received
arereportedwhentherighttoadividendisdee-
med to be secure.

NOTES
NOTE 1. NETWORK REVENUE

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Power revenue 1,971 1,671 2,030 1,715
Energy-dependent revenue 1,757 1,657 1,757 1,657
Capacity charges 77 495 77 495
Transitrevenue 209 12 209 12
SwePol Link 337 245 - -
Settlement of capacity charges 11 - 11 -
Settlement of investment grants 1 - 1 -
Other revenue 70 85 90 76
TOTAL 4,441 4,165 4,163 3,955

From 2011, settlement of capacity charges takes
place with respect to cumulative capacity charges
that have been received and that are subsequently
linked to a completed investment project in accor-
dance with the European Parliament’'s and the

is reported as network revenue. Similarly, settle-
mentofinvestmentgrants takes placeinrelationto
completedinvestment projects where co-financing
has been received. For comments on the change in
capacity charges see page 39.

Council's (EU) Ordinance no. 714/2009. Settlement

NOTE 2. SYSTEM REVENUES

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Sold balancing power 3,360 4,498 3,361 4,501
Sold final power 292 462 292 462
Sold supportive power 68 191 68 191
Sold regulation power 569 691 569 691
TOTAL REGULATION POWER 4,289 5,842 4,290 5,845
Powerreserve 95 79 95 79
Ediel revenues 6 7 6 7
TOTAL 4,390 5,928 4,391 5,931

Balancing powerrevenueisforinvoicedincome for
theimbalance that balance providers have caused
in the national electricity system.
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NOTE 3. GOVERNMENT GRANT FOR

ELECTRICITY CONTINGENCY PLANNING

GRANTS ACCOUNTS FOR
THE PARENT ENTITY
Constituent Allocation for the Total Expenses Closing
transmission  yearas perletter disposable transmission
amount of governance funds amount
EXPENSE AREA 21 - ENERGY
01:11 Electricity contingency
planning
Appropriationitem 1, Electri- 14,776 250,000 264,776 -235,884 28,892
city contingency planning
TOTAL 14,776 250,000 264,776 -235,884 28,892

CONDITIONS FORTHE GRANTACCORDING
TOLETTER OF GOVERNANCE (MSEK)

MAXIMUM AMOUNT OUTCOME

Administrative expensesin the operation

The grants consumed during the course of the
year amounting to SEK 236 (267) have been chiefly
used for compensation tothe emergencyreserve
(SEK 64 million), supplementing emergency pylons
(SEK 30 million), introduction of aradio communi-
cation system for effective management within
largeregional network companies (SEK 11 million),

24 13

purchase of mobile transformer station (SEK 22
million), and operation and maintenance of emer-
gency stores (SEK 9 million).

For this appropriation, there is also a frame-
work for authorisation, that according to civil law
is a binding undertaking that entails future ex-
penses. They are set outin the table below.

EXPENSE AREA Allocated Opening Outstanding
21 - ENERGY framework for under- undertakings
01:11 Electricity outstanding takings
contingency undertakings Distribution per year
planning
2012 2013 2014 2015 2016
Appropriation 330,000 378,784 327,233 124,352 71,363 69,586 37,266 24,666
item 1, Electri-
city contingency
planning

NOTE 4. CAPITALISED WORK FOR OWN ACCOUNT

GROUP AND PARENT 2011 2010
ENTITY (MSEK)

Construction workin progress 63 51
Capitalised development of

computer programs 13 8
TOTAL 76 59

NOTE 5. PERSONNEL EXPENSES

The number of full-time employees in the Group
was 375 (344), 373 (342) of whom were in the parent
entityand 2 (2) in Poland in the SwePol Link Group.

On31Decemberthe Group had 399 (376) perma-
nent employees which, converted into full-time
jobs, is 388 (360).

The distribution between men and women at
year-end can be seen from the table below. One
man and one woman were employed in Poland.

Thisitem concernslabour costs for SvenskaKraft-
nat's own personnel that are capitalised against
investment projects. Investment projects refer to
both constructionworkin progressand capitalised
IT development projects.

FULL-TIME GROUP PARENT
EMPLOYMENT ENTITY
Quantity 2011 2010 2011 2010
Women 127 113 126 112
Men 261 247 260 246
TOTAL 388 360 386 358

The Group’s staff expenses amounted to 326 (297),
of which the payroll costs were 195 (184). To this
shall be added pension expenses of 42 (30) and
social expenses of 70 (64).

The parententity's staff expenses amounted to
326 (296), of which the payroll costs were 195 (183).
To this shall be added pension expenses of 42 (30)
and social security expenses of 70 (64).

The Director General's salaryamounted to SEK

toSEK 1.0 millionand pension expensesamounted
to SEK 1.5 million.

Afemale board member resigned on 31 March
2011andwas notreplaced by the Government. The
distribution between men and women on the
Board of Directorsis set outin the table.

THE BOARD OF DIRECTORS, QTY 2011 2010

1.3millionandthe pension expense fortheyearto ~ Women 2 3
SEK 0.7 millionaccordingto calculations from the Men 5 5
National Government Employee Pensions Board.
The Deputy Director-General’s salary amounted TOTAL 7 8
Remuneration to Directors etc.
is set outin the table below.
BOARD MEMBER ASSIGNMENTS IN OTHER GOVERNMENT FEE
AUTHORITIES, BOARD /COUNCIL OR
LIMITED COMPANY
Bo Killstrand, Chairman Seventh AP Fund 82,002
County Governorin Vasternorrland County.
Anna-Stina Nordmark-Nilsson, Sveaskog AB, Dids fastigheter AB. 64,998

Deputy Chairperson
Former MD of the Swedish Federation of Business Owners.

Mikael Odenberg, Director General

Member of the Swedish Agency for Government Employers,

Total Defence's executive group and the Government's
Emergency Management Committee.

Christer Samuelsson Trinovo Consulting Group AB. 55,251
CEO and partner, Trinovo Sensa AB
Karin Stierna Strémsunds Utvecklingsbolag AB. 55,251
Municipal Commissioner, Strémsund municipality
Bjorn Carlsson 55,251
CEO Ackkérrs Bruk. Consultantininvestment banking
Bo Normark Member of the Board for Energy Development, UP Kraft. 55|251
CEO Power Circle AB
SaraJonsson, Staff representative SACO
Sture Tornstam, Staff representative ST
DEPARTED BOARD MEMBERS
Minoo Akhtarzand 8,832
TOTAL 376,836
According to the authority's instruction, Svenska CONTINGENCY
Kraftndt must have a council that has insightinto ~ PLANNING COUNCIL
the contingency planning operation for electricity .
and a council to assist the public utility in its work KaiBarvell 975
on dam safety issues. The members of the Con-  Caroline Carlsson 975
tingency Planning Council are appointed by the
Government, while the Director General appoints Lena Hovmark 2,925
the memberst.o the I?am Safety Council. - Lars Joelsson 975

Remuneration paid to the Dam Safety Councilin
2011in Swedish kronor amounted to: Daniel Jonsson 2,925
DAM SAFETY COUNCIL Rémy Kolessar 975
Henrik Lév 36000 Ove Landberg 2,925
No remuneration has been paidin 2011 for repre- Cecilia Nystrém 1,950
sentation on the Telecommunications Interfer-  ApdersRichert 2,925
ence Board.

In 2011 remuneration for the members of the =~ Mikael Toll 2,925
Contingency Planning Council in Swedish kronor SUMMA 20,475

amounted to:
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NOTE 6. OTHER OPERATING EXPENSES

GROUP PARENTENTITY

MSEK 2011 2010 2011 2010
Energy crediting 431 443 431 443
Operation & maintenance 351 309 277 257
Plant fees 76 45 76 45
Transit expenses 91 94 91 94
Countertrade for national grid 70 186 70 186
Primary Regulation 652 453 652 453
Disturbance reserve 80 63 129 103
Powerreserve 102 76 102 79
Research and development 25 21 25 21
Electricity contingency planning expenses 197 233 221 252
Other expenses 221 187 198 156
TOTAL 2,296 2,110 2,272 2,089
Other expensesinclude a bad debt loss of approx.
SEK 14 million. Since the end of 2010 the same cus-
tomer has caused Svenska Kraftnat a total bad
debt loss of about SEK 22 million. The matter has
beendealtwithbyanumberoflegal bodiesduring
2011 and this will continue during 2012.
Theitem Other Expenses alsoincludes payments
to accountantsin the following amounts:

GROUP PARENTENTITY
MKR 2011 2010 2011 2010
Swedish National Audit Office 1.1 0.9 1.1 0.9
Other auditors 0.3 0.4 - -
AUDITING EXPENSES 1.4 1.3 1.1 0.9
Consultation, Ernst & Young 1.5 0.2 - -
TOTAL 2.9 1.5 1.1 0.9
NOTE 7. SHARE OF INCOME IN ASSOCIATED COMPANIES
GROUP (MSEK) 2011 2010
Nord Pool ASA - 9
Nord Pool Spot AS 6 5
STRI 1 2
Kraftdragarna AB 2 4
TOTAL 9 20
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NOTE 8. OPERATING INCOME PER BUSINESS SEGMENT

OPERATING REVENUE OPERATING INCOME
GROUP (MSEK) 2011 2010 2011 2010
Transmission on the national grid 4,517 4,224 883 710
System operator - electricity 4,390 5,928 -287 41
Telecommunications - external 88 72 36 22
Telecommunications -internal 55 54 4 5
System operator - natural gas 41 49 3 4
Chargeable activities 10 7 2 3
Associated companies - - 9 20
Contingency operations 236 267 0 0
Segment elimination -55 -54 - -
TOTAL 9,282 10,547 650 805

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 business segments. Activated
ownworkisincludedin Transmission onthe Natio-
nal Grid, see note 4.

Someitems concernboththe business segments
Transmission on the National Grid and System
Operator for Electricity. When it has not been pos-
sible tolink these activities to a business segment,
the costs have beendistributed onastandard basis.

The Telecommunications business segment
has performed services for Transmission on the

national grid to a value of 55 (54) million, which is
reported as operating income for Telecommunica-
tions and a corresponding increase in operating
expense for Transmission on the national grid.
Work performed by the entity and capitalised is
included in the Transmission on the national grid
business segment’s revenues at an amount of SEK
76 (59) million.

Within the System responsibility for electricity
business segment, the balance providers have
agreements with the parent entity on frequency
maintenance and settlement of their imbalances.
Profit trends are shown below for the years 2011
and 20101in the parent entity.

PARENTENTITY (MSEK) 2011 2010
OPERATING REVENUE

Balancing power revenue 4,224 5,759
Powerreserve 95 79
EDIEL 6 7
Other balancing service revenues 66 86
TOTAL OPERATING REVENUE 4,391 5,931
OPERATING EXPENSES

PERSONNEL EXPENSES -15 -15
Balancing power expenses -4,051 -5,438
System operation, primary regulation -390 -272
Disturbance reserve -65 -51
Powerreserve -102 -79
Other expenses -31 -20
Depreciation -13 -8
TOTAL OPERATING EXPENSES -4,667 -5,883

OPERATING INCOME




Investments per business segment are distrib-
uted as shownin the table below:

MSEK 2011 2010
Transmission on the 2,724 1,239
national grid

System responsibility 16 19
- electricity

Telecommunications 27 12
Chargeable activities 4 6
TOTAL 2,771 1,276

Return on capital employed for the group was 6.5
(9.0) %. The predominant proportion of the capital
employed pertains to the Transmission on the
national grid business segment.

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

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Dividend on shares and participationsin
associated companies - - 3 174
Incomein conjunction with sales of share
in Nord Pool ASA - 34 - -111
Interestincome onlong-termreceiva-
blesin subsidiaries - - 4 2
Interestincome onlong-termreceiva-
blesin associated companies - 1 - 1
TOTAL 0 35 7 66

NOTE 10. INTEREST INCOME AND SIMILAR INCOME ITEMS

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Interestincome from bank balances 2 2 1 1
Interestincome from currency futures 2 - 2 -
Otherinterestincome 1 1 1 1
TOTAL 5 3 4 2

Sharesin the profit of associated companies are
presentedinaseparate note. Dividends and pro-
fits in conjunction with sales of shares/ partici-
pations in associated companies are presented
under note 9.
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NOTE 11. INTEREST EXPENSES AND SIMILAR EXPENSE ITEMS

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Interest expenses, Pension liability 33 38 33 38
Interest expenses, long-term credit 21 9 - -
Interest expenses, National Debt Office loan 25 5 25 5
Interest expenses, current liabilities 1 1 1 1
Interest expenses, currency futures 5 - 5 -
Capitalised interest for new construction -41 -6 -41 -6
Exchange rate differences 3 13 - 11
TOTAL 47 60 23 49
NOTE 12. TAX ON INCOME FOR THE YEAR
GROUP (MSEK) 2011 2010 Since the majority of the Group’s income before

taxisearnedinthe parententity, whichisrelieved

Current tax -14 6 from income tax, no account is given of the con-
Deferred tax 0 -4 nection between the tax expense for the year and

the reported income before taxin the Group.
TOTAL -14 -10

NOTE 13. INTANGIBLE FIXED ASSETS

GROUP AND PARENT Capitalised expen- Land Rights of use Construc- Total
ENTITY (MSEK) diture for computer rights forfibre-optics tionworkin
programmes progress
Opening acquisition value 244 170 79 52 545
Acquisitions - - - 64 64
Sales/disposal -48 - - - -48
Reclassifications 15 8 1 -16 8
CLOSING ACCUMULATED 211 178 80 100 569
ACQUISITION VALUE
Depreciation brought forward 106 116 41 - 263
Sales/disposal -48 - - - -48
Depreciation for the year 37 3 6 - 46
ACCUMULATED DEPRECIA- 95 119 47 - 261
TION CARRIED FORWARD
PLANNED RESIDUAL VALUE 116 59 33 100 308
CARRIED FORWARD
Depreciation last fiscal year 28 3 7 - 38

Intangible fixed assets consist of land rights in
the form of easements and line rights, rights of
use for fibre optic cables, licences and capital-
ised expenditure for computer programs.




NOTE 14. TANGIBLE FIXED ASSETS

GROUP (MSEK) Buildings Machinery and other Construction  Total
andland technicalfacilities workinprogress
Opening acquisition value 966 17,739 2,542 21,247
Acquisitions 1 25 2,681 2,707
Sales/disposal 0 -105 - -105
Depreciationin connection with disposal - -6 - -6
Reclassifications 50 1,607 -1,666 -9
CLOSING ACCUMULATED ACQUISITION 1,017 19,260 3,557 23,834
VALUE CARRIED FORWARD
Depreciation brought forward 534 10,313 - 10,847
Sales/disposal 0 -97 - -97
Depreciation for the year 37 582 - 619
ACCUMULATED DEPRECIATION 571 10,798 - 11,369
CARRIED FORWARD
PLANNED RESIDUAL VALUE CARRIED 446 8,462 3,557 12,465
FORWARD
Depreciation last fiscal year 37 584 - 621
PARENTENTITY (MSEK) Buildings Machinery and other Construction  Total
andland technicalfacilities workinprogress
Opening acquisition value 489 15,299 2,516 18,304
Acquisitions - 1 2,657 2,658
Sales/disposal 0 -88 - -88
Depreciationin connection with disposal - -6 - -6
Reclassifications 50 1,557 -1,616 -9
CLOSING ACCUMULATED ACQUISITION 539 16,763 3,557 20,859
VALUE CARRIED FORWARD
Depreciation brought forward 293 9,078 - 9,371
Sales/disposal 0 -87 - -87
Depreciation for the year 14 452 - 466
ACCUMULATED DEPRECIATION 307 9,443 - 9,750
CARRIED FORWARD
PLANNED RESIDUAL VALUE 232 7,320 3,557 11,109
CARRIED FORWARD
Depreciation last fiscal year 13 457 - 470

The item Machinery and other technical facilities
includes switchyard equipment, power cables,
submarine cables, control equipment, fibre optic
installations as well as telecommunications and
information systems. Disposals arise primarilyin
connection with the commissioning of facilities
after reinvestments. The tax value for properties
in the Group amounts to SEK 263 (233) million.
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NOTE 15. SHARES AND PARTICIPATIONS IN GROUP COMPANIES

COMPANY CORPORATE DOMICILE SHARE (%) QUANTITY NOMINAL BOOK
NUMBER VALUE VALUE

Svenska Kraft- 556575-7274 Stockholm 100 1 0 0

Kom AB

Svenska Kraftndt 556451-0260 Stockholm 100 900 9 9

Gasturbiner AB

SwePolLink AB  556530-9829 Stockholm 51 306,000 3 3

TOTAL 12 12

NOTE 16. SHARES AND PARTICIPATIONS IN ASSOCIATED COMPANIES

COMPANY CORPORATE DOMICILE SHARE QUANTITY BOOK VALUE
NUMBER (%) GROUP PARENTENTITY
Nord PoolSpotAS NO 984058098  Lysaker 30 4,320 61 42
StriAB 556314-8211 Ludvika 25 375 15 4
KraftdragarnaAB 556518-0915 Visteras 50 5,000 14 1
Elforsk AB 556455-5984 Stockholm 25 750 1 0
Triangelbolaget
D4 AB 556007-9799 Stockholm 25 525 0 0
TOTAL 91 47
The acquisition value is the same as
the book value in the parent entity.
NOTE 17. CURRENT RECEIVABLES - THE GROUP
MSEK 2011 2010
Accounts receivable 714 707
Receivables from associated companies 0 0
Otherreceivables 174 53
Receivable from the public utility's overdraft facility 27 61
TOTAL 915 821
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NOTE 18. RECEIVABLE FROM THE PUBLIC UTILITY'S CHEQUE ACCOUNT

GROUP AND PARENTENTITY (TSEK) 2011 2010
Opening balance (receivable +, liability -) 61,028 33,811
Settled against Government budget:
Appropriation 235,884 267,219
Incometitles, dividend -499,000 -244,000
Settled against public utility’s overdraft facility:
Appropriation funds withdrawn -270,002 -240,002
Dividend paidin 499,000 244,000
BALANCE CARRIED FORWARD 26,910 61,028
The receivable carried forward of SEK 27 (61) 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
NOTE 19. PREPAID EXPENSES/ACCRUED INCOME

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Prepaid expenses, other 25 25 24 24
Accruedincome, network 287 252 287 252
Prepaid expenses, system operator 592 831 592 831
Prepaid expenses, Renewable electricity 3 1 3 1
certificates
Prepaid expenses, Natural gas 4 6 4 6
Prepaid expenses, other 18 36 17 36
TOTAL 929 1,151 927 1,150
NOTE 20. LONG-TERM INTEREST-BEARING LIABILITIES

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Liability to National Debt Office 2,131 1,252 2,131 1,252
Creditinstitutions 637 720 - -
TOTAL 2,768 1,972 2,131 1,252

The liability to the National Debt Office is for the
current loan parameter. Of the other external
loans, atotal of SEK 308 (391) million falls due for
payment after five years in the case of the Group
and SEK 0 (0) million for the parent entity.

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

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Contributions fromland owners 476 415 476 415
Undistributed investment grants 196 74 196 74
Capitalized investment grants 47 - 47 -
Settled investment grants -1 - -1 -
Undistributed capacity charges 9 - 9 -
Capitalized capacity charges 686 - 686 -
Settled capacity charges -11 - -11 -
Advance payments from fibre 60 71 60 71
optic customers
Advance Opto group company - - 1 -
Advances for IT licences - 1 - 1
Advance payments from 332 375 - -
other customers
TOTAL 1,794 936 1,463 561
NOTE 22. PROVISIONS FOR PENSIONS
GROUP AND PARENT ENTITY (MSEK) 2011 2010
OPENING BALANCE 478 425
Pensions paid -7 -9
Annualindexation of pension liability 32 24
Ditto provisions for payroll tax 7 6
Adjustment of liability and payroll tax due to change of
calculation method (reduced interest rate assumptions) 27 32
BALANCE CARRIED FORWARD 537 478

NOTE 23. CURRENT LIABILITIES - INTEREST-BEARING LIABILITIES

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Short-term part of long-term - -
loan from credit institution 82 82
TOTAL 82 82 - -




NOTE 24. ACCRUED EXPENSES/PREPAID INCOME

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Accrued expense, balancing power 388 672 388 672
Accrued expense, primary regulation 26 17 26 17
Accrued expenses, power reserve 14 26 14 26
Accrued expense, energy compensation 42 42 42 42
Accrued expense, transmission losses 143 144 143 144
Accrued expense, disturbance reserve 7 5 7 5
Transit compensation 48 37 48 37
Accrued staff expenses 29 41 29 41
Accruedleases on fixed assets 17 12 17 12
Accrued maintenance expenses 16 16 16 13
Accrued contingency expenses 19 31 19 31
Accrued expenses, natural gas 4 4 4 4
Accrued expenses, other 26 13 19 9
Prepaid Telecommunications revenue 10 14 10 14
Prepaidincome, other 0 4 0 3
TOTAL 789 1,078 782 1,070
NOTE 25. CONTINGENT LIABILITIES
Inthe parententity’sassessment, Svenska Kraft-
natand its subsidiaries are not party to any legal
material proceedings that could have a signifi-
cant negative impact on the result.
NOTE 26. FUTURE LEASING COMMITMENTS

GROUP PARENTENTITY
MSEK 2011 2010 2011 2010
Within one year 270 221 343 294
Later than one year but within five years 637 632 781 848
Later than five years 482 545 482 545
TOTAL 1,389 1,398 1,606 1,687

Agreed futureleasing feesfalldue for paymentas
indicated below. All rental agreements are
operationalleasingagreements. Theamountsin
the case of the parent entity also include com-
mitments to the subsidiary Svenska Kraftnat
Gasturbiner AB.
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07. PROPOSED DISPOSITION

OF PROFITS

The Government's share of non-restricted equi-
ty amounts to SEK 4,168 million, of which the
profit for the year amounts to SEK 610 million.

Of the parent entity’s non-restricted equity
of SEK 3,916 million, of which the result for the
year amounts to SEK 545 million, it is proposed
that SEK378 million is allocated for dividend in
accordance with the dividend policy and that
the surplus be carried forward.

The board suggests that the parent entity’s
income statement and balance sheetaswell as

Sundbyberg 17 februari 2012

Bo Kallstrand
CHAIRPERSON

Mikael Odenberg
DIRECTOR GENERAL

Karin Stierna

Bo Normark

Sara Jonsson
STAFF REPRESENTATIVE SACO

the Group’s income statement and balance
sheet are adopted for 2011.

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.

Ourassessmentis thatinternal governance
and controlin the authority is satisfactory.

Anna-Stina Nordmark-Nilsson
DEPUTY CHAIRMAN

Christer Samuelsson

Bjorn Carlsson

Sture Térnstam
STAFF REPRESENTATIVE ST




08. AUDITOR'S REPORT FOR
THE PUBLIC UTILITY
SVENSKA KRAF TNAT

REPORT REGARDING THE ANNUAL FINANCIAL
REPORT WITH THE CONSOLIDATED ACCOUNTS
The Swedish National Audit Office has audited
the annual financial report with the consolida-
ted accounts for the Public Utility Svenska
Kraftnat and the Svenska Kraftnat Group for
2011, dated 17-02-2012.

The responsibility of the authority manage-
ment for the annual financial report with the
consolidated accounts

Itis the management of the authority that is
responsible for preparing an annual financial
report with consolidated accounts that gives a
true and fair picture according to the Annual
Reports and Budget Documentation Ordinance
(2000:605), as well as in accordance with instruc-
tions, appropriation directions and other
rulings relating to the public utility. The mana-
gement of the authority is also responsible for
the internal management and control that they
deem to be necessary in order to prepare an
annual financial report with consolidated
accountsthatdoes not contain significanterrors,
whether due toirregularities or deficiencies.

THE AUDITOR'S RESPONSIBILITY

The responsibility of the Swedish National Audit
Office is to express an opinion on the annual
financial report with the consolidated accounts
based on its audit. The Swedish National Audit
Office has conducted the audit in accordance
with the International Standards of Supreme
Audit Institutions for financial auditing. These
standards require that the Swedish National
Audit Office complies with professional ethics
and also plansand carries out the auditin order
to achieve reasonable certainty as to whether
the annual financial report with the consolida-
ted accounts contains significant errors.

An audit entails using various procedures
to collect audit evidence relating to amounts
and other information in the annual financial
report with the consolidated accounts, and
whether the management’'s administration
adheres to applicable regulations and special

decisions. The auditor selects the procedures
thatare to be used through, among other things,
assessing the risks of significant errors in the
annual financial report with the consolidated
accounts, whether they are due toirregularities
or deficiencies. When making this risk assess-
ment, the auditor takesinto consideration those
aspectsof theinternal managementand control
that are relevant for how the authority prepares
the annual financial report with the consolida-
ted accounts in order to give a true and fair pic-
ture. The purposeis to formulate audit procedu-
res that are appropriate with respect to the
circumstances, but not to make a statement
about the effectiveness of the authority's inter-
nal management and control. An audit also
includes an evaluation of the appropriateness of
the accounting principles that have been used
and of the reasonableness of the management's
estimatesinthereport, aswellas an evaluation
of the overall presentation in the annual finan-
cial report with the consolidated accounts.

The Swedish National Audit Office is of the
opinion that the audit evidence that has been
obtained is sufficient and appropriate as a
basis for its statement.

STATEMENT

Intheview of the Swedish National Audit Office,
the annual financial report with the consolida-
ted accounts gives a true and fair picture in all
significant respects of the Public Utility Svenska
Kraftndt's and the Svenska Kraftndt Group's
financial position as per 31 December 2011 and
ofiits results and financing for the yearin accor-
dancewiththe Annual Reportsand Budget Docu-
mentation Ordinance (2000:605), instructions,
appropriationdirections and other rulings rela-
ting to the public utility.

Henrik Soderhielm is the responsible audi-
tor and has made the decision on this matter.
Ulrika Meyer who was in charge of the assign-
ment, presented this report.

Henrik Séderhielm, Ulrika Meyer

Bo Kallstrand
CHAIRPERSON

Born 1949, appointed 2009.

County Governorin Vaster-
norrland County.

Chairman Seventh AP Fund and
member of the Royal Swedish
Academy of Engineering Sciences,
dept.V Electrotechnology.

Mikael Odenberg
DIRECTOR GENERAL

Born 1953, appointed 2008.
Former cabinet minister, member
of the Government's Emergency
Management Committee, member
of the Swedish Agency for Govern-
ment Employers, Total Defence's
executive group, Royal Swedish
Academy of War Sciences, dept. V
and the Royal Swedish Academy of
Engineering Sciences Business
Executives Council.

Karin Stierna

Born 1970, appointed 2007.
Municipal Commissionerin
Strémsund.

Bo Normark

Born 1947, appointed 2010.

MD Power Circle AB.

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

Sara Jonsson

EMPLOYEE REPRESENTATIVE
SACO

Born 1982, appointed 2010.

THE BOARD OF DIRECTORS

Anna-Stina

Nordmark-Nilsson
DEPUTY CHAIRPERSON

Born 1956, appointed 2004.

CEO and owner Regina AB, board
member of Dids fastigheter AB
and Sveaskog AB, Goodtech ASA,
Softronic AB, Feelgood AB and
Landsbygdsakademin.

Christer Samuelsson

Born: 1954, appointed 2001.
CEO and partner, Trinovo
SensaAB.

Bjorn Carlsson

Born 1952, appointed 2010.
CEO Ackkarrs Bruk and consultant
ininvestment banking.

Sture Tornstam

EMPLOYEE REPRESENTATIVE
ST

Born 1947, appointed 2007.
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ADDRESSES

Svenska Kraftnat, Head Office

Box 1200, 17224 Sundbyberg

Besdkadress: Sturegatan 1

Tel: (+46) (0)8-4758000 Fax: +46 (0)8-47589 50
www.svk.se E-mail: registrator@svk.se
Invoice address: Svenska Kraftnat

Box 306, 83023 Hackas

Svenska Kraftnat, Halmstad
Region South

Box 819,301 18 Halmstad

Visiting address: Kristian IV:svdg 3

Tel: +46(0)8-4758000

Fax: +46(0)35-12 17 31, +46 (0)35-12 83 65

Svenska Kraftnat, Sollefted
Nipan 51, 88152 Sollefted
Tel: +46 (0)620-78 76 10 Fax: +46 (0)620-12146

Svenska Kraftnat, Sundsvall
Region North

Box 603, 85108 Sundsvall

Visiting address: Erstagatan 2

Tel: +46 (0)60-195700 Fax: +46(0)60-195

Elforsk AB

Olof Palmes gata 31, 10153 Stockholm

Tel: +46 (0)8-677 2530 Fax: +46(0)8-6772535
www.elforsk.se

Kraftdragarna AB

Norra Seglargatan 15, 72132 Visterds

Tel: +46(0)21-170480 Fax: +46(0)21-170485
www.kraftdragarna.se

Nord Pool Spot AS, huvudkontor
P.b. 121, NO-1325 Lysaker, Norge

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

STRI AB

Box 707, 77180 Ludvika

Tel: +46 (0)240-79500 Fax: +46 (0)240-15029
www.stri.se

Svenska Kraftnat Gasturbiner AB
Box 1200, 17224 Sundbyberg

Visiting address: Sturegatan1

Tel: +46(0)8-4758000 Fax: +46 (0)8-47589 50

SwePol Link AB

Box 1200, 17224 Sundbyberg

Visiting address: Sturegatan 1

Tel: +46(0)8-4758177 Fax: +46(0)8-375039
www.swepollink.se

Triangelbolaget D4 AB

Box 26, 23721 Bjarred

Tel: +46 (0)706-6404 19 Fax: +46 (0)46-292811
www.triangelbolaget.se
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