e Somewhat higher transmission: 118 (117) TWh

e Turnover of the business: SEK 6,326 (6,838) million
e Excellent financial results: SEK 732 (676) million

e Major investment programme to come

¢ Environmental issues more in focus

Svenska Kraftnat

Annual report
2007




Financial overview 2007

2007 in brief

2007 2006
Operations during the year
Energy supplied TWh 120,5 119,8
Reliability performance
Number of operational disturbances
in the national grid 150 181
Number of operational disturbances
with breakdowns B 15
Non-supplied energy MWh 13 95
Financial facts
The Group’s operating revenue MSEK 6 326 6 838
Consolidated income MSEK 732 676
Return on adjusted equity* % 8,9 7,9
Debt/equity ratio times 0,33 0,38
Investments MSEK 596 478

* after tax equivalence, 28 %
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Motorways for electricity! Svenska Krafinit plans, builds, operates and maintains the national grid for electricity.

Parent-friendly company! In 2007 Svenska Krafinit was acclaimed as the countrys most parent-friendly of the companies which employ a lot of engineers.

Serving society — around the clock! The Network Control Centre is manned day and night. From here Svenska Krafiniit monitors the national grid for

electricity and ensures that there is a balance between generation and demand in the electricity system, and that there is a balance in the natural gas system.

We take responsibility for the environment! Through conscious maintenance of the powerline corridors we are promoting biological diversity. The Northern

Brown Argus is a butterfly species that is present in our powerline corridors, but is red-listed in several European countries.
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Important operational events during

the past year

January

¢ The operational situation during the
Christmas and New Year holidays was
calm after a strained period in the week
before Christmas when three nuclear
service blocks as well as Fenno-Skan, the
submarine cable to Finland, were out of
service. This resulted in a heavy strain on
the national grid and it was necessary to
engage in extensive counter trading.

e After New Year almost all nuclear power
blocks were back in production again.
Fenno-Skan was still not operational and
Kontek, the submarine cable between Zea-
land and Germany, was out of service from
New Year's Eve and for a couple of months
afterwards as it was damaged by an anchor.

* Ola Alterd, Undersecretary of State at the
Ministry of Industry, Employment and
Communications, visited Svenska Kraftnit
on 9 January to gain an insight into our
operations and current issues, including
the Southern Link, the peak power situa-
tion, the Stockholms Strém project, envi-
ronmental issues and the Nordic electricity
market.

On Sunday 14 January a severe storm

hit Southern and Central Sweden. Some
275,000 households were without power
in the evening and many of them were
disconnected for a week. In addition
60-70,000 households had no telephone
connection and almost all train services

in West Sweden were cancelled. The na-
tional grid was not affected by the storm.
However, after the storm Svenska Kraftnit
was able to place its maintenance staff and
equipment at the disposal of efforts to
restore the regional and local networks.

February

* During the first weeks of February there
was a maximum shortfall of 2,700 MW of
nuclear power, as several blocks in Ring-
hals and Forsmark were out of operation.
At the same time there was cold weather

and a high level of consumption. This

resulted in high electricity prices on the
spot market, peaking at 1,300 SEK/MWh.
However, after repair work it was possible
to connect Fenno-Skan in the middle of
the following month.
* On Wednesday 21 February between
18.00 and 19.00 last year’s highest con-
sumption of 26,300 MW was equalled
in Sweden. It was possible to manage the
operational situation by activating genera-
tion, which included the power reserve
that had been procured, in order to deal
with the network limitations by means of
counter trading. Among other things, this
resulted in very high operating expenses
during the month.
Svenska Kraftnit’s Board held its first
meeting of the year on 22 February.

Among other things, a number of invest-
ments in powerlines and stations were
authorized. Before the meeting a seminar
was held for the Board on the results of the
investigation regarding a technical solution
for the Southern Link.

March

e Svenska Kraftnit’s annual customer and
stakeholder day was held on 22 March,
providing an account of the past year. This
year there were also presentations of the
major expansion to the national grid and
how we are dealing with the greenhouse
gas sulphur hexafluoride (SF ) which is
used in our circuit breakers and other
equipment. In addition Svenska Kraftnits
environmental prize was awarded for the
first time. The prize was shared between
ABB for the development of the Com-
bined circuit-breaker, and the butterfly
expert Ingemar Frycklund for his work
with endangered species in sites including
Svenska Kraftnit’s powerline corridors.

e As the period of his appointment came to
an end, Jan Magnusson left Svenska Kraft-
nit on 31 March after nine years as Direc-

tor General. Mr Magnusson had been with

Svenska Kraftnit from the start, initially

in 1991 as the Government’s investigator
in advance of setting up Svenska Kraftnit,
then as Deputy Director General and
Director General. While waiting for the
appointment of a new Director General,
Sture Larsson has acted as interim Director

General.

April

* A feasibility study on a connection be-
tween Lithuania and Sweden was initiated
in conjunction with Lithuania’s national
grid company, Lietuvos Energija. Svenska
Kraftnit has also been contacted regarding
proposals for new cable connections with
Latvia, Estonia and Russia.

e The Swedish Association of Graduate
Engineers (previously “Civilingenjérsfor-
bundet”) acclaimed Svenska Kraftniit as
”Sweden’s most parent-friendly company”

for engineers.

May

* In spring 2006 Svenska Kraftnit submit-
ted a report to the Government with the
proposal that actors in the electricity mar-
ket should take over responsibility for the
peak power reserve from Svenska Kraftnit
when the current Act ceases to apply in
2008. In May the Competition Authority
disapproved the formation of such a joint
body for the industry. Instead it was re-
commended that Svenska Kraftnit be given
continued responsibility for procurement
until a market solution can be put in place.
The Energy Market Inspectorate, which
previously supported Svenska Kraftnit’s
proposal, has now made a statement to the
Government suggesting that the Tempo-
rary Power Reserve Act should be extended
by three years.

* At the meeting of Svenska Kraftnits
Board on 21 May decisions were taken on
investments in Sédra Sandby and Borgvik.

However, no decision was taken on the



Southern Link. The Board observed that
it has sufficient data to make a decision,
but that the consequences of the decision
are far-reaching and that the matter should
consequently be dealt with by a new
Director General.

* On 22 May, the annual information day
was held for balance providers. Among
other things, forthcoming changes in
the proposal for balance agreements for
electricity for 2008 (i.e. from 1 Novem-
ber 2007 and one year forward) were
presented.

The issue of dealing with congestion is

the subject of extensive discussions in the
Nordic collaboration. The Swedish study
on price areas in the electricity market, the
so-called Pompe Study, was submitted to
the Nordic Council of Ministers on the
last day of May. The study was carried out
in collaboration between Svenska Kraftnit,
the Electricity Markets Inspectorate, Swe-
denergy and the Confederation of Swedish
Enterprise. The conclusion is that the aim
should be to have the smallest possible
number of price areas that are as large

as possible. The study proposes that the
Nordic Council of Ministers, Nordel or
NordREG takes the initiative to try out a
cross-border price area between the Nordic
hydro- and thermal power areas in order to
achieve more market integration, effective
utilization of resources, healthy competi-
tion and a more efficiently functioning

electricity market.

June

* Svenska Kraftnit reports on the task of
clarifying the preconditions for and the
consequences of introducing priority ac-
cess for wind power to the national grid,
and also of analysing possible ways of
integrating a large-scale expansion of wind
power into the balance regulation and
showing how additional requirements for
regulation resources are to be dealt with.
Svenska Kraftnits report "Large-scale
expansion of wind power — some precon-
ditions and consequences” observes that it
is the issues concerning connection to the
network that are important in relation to a
large-scale expansion of wind power. The

report sets out changes to the customary
practice for permission to connect plants
for electricity generation to the national
grid, in order to facilitate the expansion of
wind power. The expansion of wind power
will place increased demands on the capac-
ity to regulate the balance between supply
and consumption of electricity. Provided
that current access to regulatory resources
are not reduced, Svenska Kraftnit consid-
ers that an expansion of approx. 10 TWh
can be handled. Continued expansion in
Northern Europe as a whole will however
place further demands on the regulatory
capacity.

Procurement decisions were announced to
those plant owners who took part in this
year’s bidding for the peak power reserve.
The peak power reserve consists of a total
of just under 2,000 MW, 300 MW of
which comprises reduction in consump-
tion. Tenders were evaluated on the basis
of price and endurance. It is interesting to
note that the price of the reserve has fallen
every year. The total fixed annual cost is
now around SEK 118 million.

On 21 September the first spade entered the ground in the Uppsala strom project, which will provide Uppsala with a more secure electricity supply and more

opportunities to expand. The project is a collaboration between Svenska Kraftnat, Vattenfall Eldistribution and Uppsala municipality. The electricity network is being

expanded and will have more supply points, which will increase security of supply.



* The period 16 June — 10 August was
characterised by extensive work involving
interruptions, in turn, to all powerlines to
the Horred station in connection with the
installation of a new, more reliable switch-
yard. This led to reduced trading capacity
temporarily with East Denmark, Germany
and Poland for export and import. The
work was preceded by careful analyses in
order to avoid the market being unneces-
sarily affected.

¢ On 20 June Svenska Kraftnit’s demon-
stration area for biological diversity was
opened in powerline corridors north-east of
Uppsala. During the inauguration partici-
pants were able to view a large number of
the species typical to meadow and pasture-
land that are to be found in the area.

* On 5 June Svenska Kraftnit took the
decision to postpone the work of convert-
ing the switchyard in Strémma, as the
contractors’ staff were experiencing a
variety of health problems. A total of some
15 persons are working on the conversion.
During the stoppage analyses of condi-
tions at the site were carried out, including
drinking-water, ground radon, electrical
and magnetic fields, low-frequency sound
and infrasound. Occupational medicine
surveys and medical examinations have
also been carried out. However, no expla-
nation for the health problems has thus so
far been discovered. In consultation with
the contractors on site, Svenska Kraftnit
consequently decided to resume work in
early August. A number of precautionary
measures were taken to reduce the risk
of the problems reoccuring. For Svenska
Kraftnit, which ordered the works in
Strémma, the problems are unique and
have never occurred with similar work in
other switchyards.

August

* On 30 August Svenska Kraftnit's Board
decided that the national grid tariff for
2008 should be unchanged in comparison
with 2007. Other decisions included a
new station outside Givle and interim
decisions within the Stockholms Strom

project.

September
* Close to 200 people from the electricity
industry practised crisis communications

in connection with a mock storm on
18-19 September in Ljungby and Vixjs
in an exercise called Samvete07. It was a
joint event between Svenska Kraftnit and
Swedenergy and its member companies.
Regular exercises of this type are impor-
tant. The electricity industry must be
prepared at all times in case these unlikely
events do nevertheless occur.

October

¢ The system monitoring agreement that
was in effect between Svenska Kraftnit and
E.ON Gas Sverige AB ceased to apply in
30 September 2007. After a procurement
procedure a new agreement was concluded
with Swedegas AB. The agreement applies
from 1 October 2007 to 30 September
2009. The agreement means that Swedegas
AB will support Svenska Kraftnit by
monitoring pressure and flows in
measuring and regulating stations, certain
calculations, and also by providing advice.

* On 1-4 October Svenska Kraftnit
arranged seminars for the electricity
industry in the Asbro training centre
under the name "Kraftsamling 2007”.
The seminars concerned what the network
companies are doing to manage the 24-
hour requirement, and which role and
responsibility Svenska Kraftnit has as the
authority for electricity contingency
planning. There was also a presentation of
what assistance and resources are available
nationally and internationally in the event
of severe disruptions to electricity supply.

November

* On 8-9 November 2007 there was a severe
disturbance to the Danish and Swedish
natural gas system. Production of natural
gas on the Danish platforms in the North
Sea was completely or partially shut down
for a period of approximately 24 hours,
which meant that supply to the Danish
natural gas system was cut during the same
period. The reason for the stoppage was
stormy weather that caused waves in excess
of the critical levels for the platforms.
Energinet.dk declared a state of emergency
for the Danish natural gas market, which
meant that special rules came into effect
for the Danish natural gas system. This
is the first occasion on which a critical
stop in supply from the North Sea to the

Danish and Swedish natural gas systems
has occurred. As the production shut-
down was implemented with some hours
advance notice, it was possible to prepare
the Danish and Swedish system for the
situation. Within the framework of the
collaboration between Svenska Kraftnit
and Energinet.dk, it was possible to raise
the pressure in advance of the stoppage by
importing gas over and above the trading
parties’ import levels. The level of pressure
could thereby be maintained even during
the critical period. Svenska Kraftnit did
not take any further measures within the
framework of its responsibility for main-
taining the system balance.

Lithuania’s president visited Svenska
Kraftnit on Wednesday 14 November in
connection with discussions on a DC link
between Lithuania and Sweden.

The timetable for the new DC link be-

tween Sweden and Finland, Fenno-Skan 2,

has to be changed early in November.
Commercial operations are not now
expected to start before 30 November
2011. The reason for the delay is problems
in getting the submarine cable delivered at
the time scheduled.

At Svenska Kraftnit’s Board Meeting on

21 November interim decisions were taken
with regard to the projects to boost supply
to Uppsala and Lidingg. The proposal to
move operations at the head office from
Récksta to an alternative location was also
approved. On 22 December a contract
was signed with Skanska regarding new
premises in Sundbyberg.

December

* On 21 December it was announced that
OMX was to buy the electricity exchange
Nord Pool ASAs clearing operation,
international derivatives business and its
consultancy company. Svenska Kraftnit
and Stanett in Norway each own 50 % of
Nord Pool ASA. Trade in Nordic financial
electricity derivatives remain under Nord
Pool ASA, as does trade in the electricity
spot market under the company Nord
Pool Spot. This transaction enables the
national grid companies Svenska Kraftnit
and Statnett to focus their ownership on
those sections that are important for the

Nordic electricity market’s core areas.



A word from the chairman

It is clear that Svenska Kraftnit has now
entered a period of change.

As in the past, it is important that Svenska
Kraftnit continues to further improve the
reliability in the national grid, and support
developments in the Nordic electricity mar-
ket. During the year European policies on
energy and environment have increasingly
come to characterize the preconditions for
the operation, so that it constitutes a broader
framing of these goals. At the same time it
clarifies that the substantial focus on dealing
with climate development will need to lead to
a tangible shift in energy supply. It is natural
that Svenska Kraftnit should support this de-
velopment in its operations. These future per-
spectives were dealt with at a special strategy
meeting of the Board in October.

Investment activities have continued to
expand. In a few years they will reach a level
approximately 3 times as high as was the
case some years ago. The investment project
involves the entire spectrum from the large
Nordic reinforcement projects, reconstruc-
tions of entire stations to large and small
reinvestments. For example, renewals of a
number of powerlines are underway to ensure
their availability for a long time to come.

In addition, substantial investments are be-
ing made in new or upgraded I'T-systems
that are necessary as support for operations
such as systems for operational monitoring,
settlement etc. During the year the Board has
made several decisions within these areas.

Stockholms Strom, which involves a re-

Sven Hulterstréom, Chairman of Svenska Kraftnat's
Board.

structuring of the electricity supply to the
capital region, comprises a large number
of subprojects, some of which have already
commenced after authorisation from the
Board. The same applies for the electricity
supply to Uppsala.

It is particularly satisfying that the Board
has been able to arrive at a principal decision
in relation to the protracted issue of choice
of technology for the Southern Link. By con-
sidering this reinforcement in the perspective
of the future environmental adaptions, with
an increasing need for transmission capacity,
the expanded South-Western Link project
emerges as a natural solution. It also means
that a number of reinforcement requirements
in West Sweden and South-East Norway can
be dealt with simultaneously.

Managing all the investment projects means
that the organisation is facing a major task.
It will place demands on expertise within a
large number of technical areas, as well as
effective project management. Long-term
financing for the investments has to be
secured. However, the changes are not only
apparent in terms of the growing number
of projects. Secure support systems and
commercial relationships must be further
developed. The staff will be gradually rejuve-
nated. A large number of younger employees
and specialist skills will need to be recruited.
They must all have the opportunity to be
received into the organisation with a sense
of community, and be able to develop into
good staff members, experts or managers.
The Board decided to recommend that
operations are moved to new premises that
are entirely our own. It is an expression of
the Board’s expectation that this will con-
tribute to Svenska Kraftnit’s emergence as
a modern, competent and responsible com-
pany both for the public and for its staff.
Finally, it is very gratifying that a new
Director General has now been appointed
and can take up his position from 1 March.
Mikael Odenberg is joining Svenska Kraft-
nit during an interesting period of change,
which he will have the opportunity to influ-

ence in the future.

Stockholm, February 2008
Sven Hulterstrom



Director General’s statement

Environmental responsibility

During the past year realisation of global
environmental developments has perme-
ated the consciousness of the general public.
International undertakings on trying to turn
round developments have emerged in a way
that has never happened before. In Europe
the EU, through the Commission, has pre-
sented far-reaching plans for new energy and
environmental policies.

At national level goals have been made
concrete that will entail considerable changes
in energy supply.

This development is increasingly de-
manding that Svenska Kraftnit should oper-
ate as a responsible company both within the
environmental area and within other areas
where ethical behaviour is required. What
is now evident is that global environmental
considerations must be given greater weight
than previously. The significance of this shift
in perspective is not that the more local envi-
ronmental considerations are less important.
They are still of great importance in ensuring
that the well-being of human beings, ani-
mals and plants is not jeopardized. However,
handling the balance between global and
local environmental considerations becomes
increasingly necessary.

Transmission congestions

Despite the fact that winter in early 2007
was for the most part mild, during some
periods the transmission situation was
under pressure. This was primarily due to
reductions in nuclear power production at
the same time as the Fenno-Skan DC link
between Sweden and Finland was taken out
of operation for repair of a damaged cable.
To limit transmissions on the national grid
to safe levels it was necessary to activate
thermal power production to alleviate

the situation. Svenska Kraftnit incurred

substantial costs for these counter-trades.

Financing is via the national
grid fees that the national
grid’s customers pay. In
return they are offered the
service of being able to
operate within the unified
price area that Sweden con-
stitutes. The price area can
be enlarged provided that
the customers that would
benefit from it participate in
paying the costs.

The transmission net-
work, in particular in South
Sweden, has a substantial,
but nevertheless limited
capacity, that must not be
exceeded for reasons of grid
reliability. It is consequently not possible to
always be able to maintain unlimited exports
to neighbouring countries. In reality, the dif-
ferent methods that are used to manage the
necessary restrictions only entail different
ways of allocating the costs that appear when
the electricity is not allowed to flow freely.
Among Nordic operators, there are different
opinions regarding which methods should
be applied. From a competition perspective,
the value of maintaining large areas with a
common spot price is put in relation to more
economic view that every resource conflict
must be signalled to the market participants
through differentiated prices.

During the year Svenska Kraftnit has
been primarily working to eliminate the
physical limitations by strengthening the net-
work. This constitutes an essential part of the
substantially increasing investment operation.
To handle the situation before the reinforce-
ments are implemented, we have endeav-
oured in a variety of ways to find solutions
to the problem of allocating the costs of the
restrictions in a reasonable way between the

operators concerned.

Sture Larsson, acting Director General.

The rise of wind power

Svenska Kraftnit’s role in adapting to climate
development is essentially an indirect one.
The primary changes will need to take place
at the electricity generation stage. In that
context intensification of the expansion of
wind power comes first. It is important to
realise that this development is not limited
to Sweden. The same thing is going to take
place in all our neighbouring countries so
that the effects of developing wind power
must be viewed at the very least in a North
European perspective. Furthermore, forecasts
indicate very large volumes, perhaps in the
same order of magnitude as the existing gen-
eration capacity in the Nordic region.

Wind power will be constructed and gen-
erated in various parts of the country, at sea
and away from the major areas of consump-
tion. The variations in wind production must
be balanced with other production sources
or flexibility on the consumption side. The
precondition for this to work is that the
transmission networks are sufficiently strong
and flexible. They must be able to handle

the physical requirements as well as facilitate



the market mechanisms that are necessary
to reach an adequate level of efficiency. It
is Svenska Kraftnit’s task to ensure that the
national grid is able to meet these demands
and thereby effectively support the develop-
ment in energy and environmental policies.

The South West Link

The Southern Link project was initiated in
order to reinforce the national grid between
central and southern Sweden. In May the
Board decided to delay making a decision
on choice of technology for the project until
a new Director General had been appointed.
However, in the light of the external factors
that have been referred to, with time it be-
came evident that it was increasingly neces-
sary to evaluate whether the Southern Link
should be built in an alternative way to the
previous options. The conclusion was that
the reinforcement should be made as strong
as any technical solution could provide,

at a reasonable cost. At the same time the
restrictions in transmission capacity to and
from Southern Norway should be elimi-
nated, which is clearly set out by analyses
within Nordel. This opened the door for the
construction of a new structure with an op-
timum combination of new DC technology
and strengthening of the AC network. The
Board was informed of the proposal for the
new expanded project, the South West Link,
during the autumn, and was able to arrive at
a principal decision in January 2008.

The gas operation

Gas supply is gradually being developed to-
wards an open market in line with the EU’s
more stringent Gas Market Directive. The
Swedish market was opened up to domestic
customers at mid-point in the year. The
vulnerability of gas supply was demonstrated
in November when the only input from the
Danish platforms in the North Sea was shut
down for almost 24 hours during a storm.
However, the situation was resolved before
any real shortage arose, though it offered the
opportunity to test the emergency proce-
dures that pertain within Svenska Kraftnit's
system responsibility and with various other

operators.

The peak power situation
In order to find a new solution to the peak

power situation a proposal was presented

New nodal point at 7 °
Jonkoping.

A combination of two
technologies with high
capacities.

AC powerline
DC ground cable of approx. 1,200 MW

The South West Link extends the Southern Link with a connection westwards to Norway. It combines high-
voltage direct current in underground cables with alternating current in overhead lines, and has double the
capacity compared with the Southern Link. Jonkdping will be the new nodal point in the southern section

of the national grid.

during the year from the electricity industry
as to how the financing of necessary power
reserves could take place without requir-

ing the participation of Svenska Kraftnit.
However, there were objections to this from
a competition perspective. Instead the out-
come was that the temporary Power Reserve
Act was prolonged and that Svenska Kraftnit
is to procure resources for a further three
winters up to 2010/2011. If this is not to be
a permanent solution, a decisive develop-
ment of commercial incentives and products
which guarantee power is required during

these three years.

Move to new premises

Immediately before the Christmas holiday
we were able to sign the contract for our
new premises in Sundbyberg, which we

are moving to in mid-2009. Moving the
operation will offer new possibilities to cre-
ate methods of working and good internal
communications that are needed to deal with
our important challenges in the future. The
period of change that we are going through

means that it is important to utilize the crea-
tivity that can be released by means of such
a process. Svenska Kraftnit is dependent on
being an attractive employer for the younger
generations that are going to take the busi-
ness forward in the long-term.

Excellent results

We were able to finish the year with financial
results showing a good margin to the yield
requirement and with statistics that display
a high level of grid reliability. These figures
reveal competent and solid work on the part
of our staff in large and small projects, de-
velopment of I'T support for the operation,
the management of the national grid as well
as the electricity and gas system and a large
number of other activities. For this I would
like to direct a large thank you to all staff.

Stockholm, February 2008
Sture Larsson

Acting Director General
until 29-02-2008



This is Svenska Kraftnat

Svenska Kraftnit maintains the national
grid for electric power, which comprises the
country’s 400 kV and 220 kV power lines
with stations, interconnections with neigh-
bouring countries etc. We also have system
responsibility for electricity and natural gas
in Sweden. Our principle task is to develop
the national grid and the electricity market
in order to meet society’s need for a secure

Our mission

* To provide transmission of power on
the national grid well compliance with
security, efficiency and environmental
requirements.

e To perform the system operator function
for electricity and natural gas cost-
efficiently.

Organisation

and economic electricity supply. At the same
time we have to fulfil environmental require-
ments that are set at a very high level.

We have approximately 300 employees,
the majority at the head office in Villingby
in Stockholm. We also have offices in Sunds-
vall, Halmstad and Sollefted along with a
training centre for powerline mechanics in

Asbro outside Orebro. We employ a further

* To promote an open Swedish, Nordic
and European market for electricity and
natural gas.

* To ensure a robust nationwide supply of
electricity.

couple of hundred people as contractors for
operation and maintenance of the national
grid throughout the country. In 2007 turno-
ver was SEK 6.3 billion.

Svenska Kraftnit has three subsidiaries
and six associated companies, the largest of
which is Nord Pool, the Nordic electricity
exchange. More information is available on

our website www.svk.se

. — svenska Kraftnat7s [COntingency Planning (:ouncil]
oard o
management [ Planning Council ]
[ Electricity Market Council ]
[ Gas Market Council ]
Internal audit
[ Operations Council ]
Contingency planning Management staff [ Dam Safety Council ]
staff Law
Environment
Press officer
R&D
Stockholms Strom
Grid Operation IT Market Corporate Human
technology Finance Resources

Svenska Kraftnat is organised in six departments. The contingency planning staff lead the power contingency planning operation and the work on dam safety.
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Svenska Kraftnat's values

In cooperation with the management and the employees, Svenska Kraftnit has worked
out and determined which values best support our ambition to be one of the most ef-
fective national grid companies in the world. The values are summarised in the words:
efficiency, quality, social responsibility, spirit of cooperation and teamwork.

Efficiency: We focus on good leadership and good routines in order to do the right
things in a cost-conscious way.

Quality: It is extremely important that there is a high level of reliability in the electricity
system. All aspects of our work must therefore be characterised by good quality, reliabi-
lity and a long-term perspective.

Social responsibility: Electricity supply is so important and of such benefit to society
that we must work with a high level of commitment to ensure that Sweden has enough
electricity every second of the day. We also have an environmental responsibility to make
sure that our powerlines and stations are designed in such a way that they encroach as
little as possible on human beings and the countryside. As a central and neutral party in
the open electricity market, it is important for us to treat the operators equally and to
provide them with good information.

Spirit of cooperation: We want to have satisfied customers and stakeholders. We shall
be sensitive to their needs and keen to have good communication with them.

Teamwork: Within Svenska Kraftnit, we want to have a strong corporate feeling that is
characterised by openness, clarity and consideration.

11



The Svenska Kraftnat Group

The Network division comprises expansion, maintenance and operation of the Swedish national grid for electricity. The network is monitored 24 hours a day from

our control centres. Contingency planning is another business segment, which also encompasses the responsibility that Svenska Kraftnat has as the authority for

dam safety in the country.

Business segments in
brief

Svenska Kraftnit’s operation is divided into
the following business segments:

* Network

* System responsibility — electricity
* Telecommunications

* System responsibility — natural gas
* Renewable electricity certificates

* Contingency planning

Network

The Network segment comprises the
construction, maintenance and operation of
the national grid in Sweden, which consists
of 220 kV and 400 kV lines with stations
and foreign links administered by Svenska
Kraftnit, including SwePol Link. Svenska
Kraftnit’s network customers — i.e. owners
of large plants connected to the national
grid, e.g. electricity generation facilities,
regional networks and consumption facilities
— pay for access to the national grid, accord-
ing to a pre-set tariff.

Revenue also derives from congestion
revenue and transit compensation for elec-
tricity flow between two other countries via
the Swedish national grid. Congestion
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revenue is generated when the Nordic
market is divided up into different price
areas due to demand for transmission being
greater than the capacity of cross-border
interconnectors. The revenue is used for in-
vestments in increasing capacity and thereby
reducing limitations.

System responsibility — electricity
System responsibility for electricity entails
Svenska Kraftniit ensuring that plants
interact reliably with the grid and with each
other and that there is a balance between
production and consumption of electricity.
Revenue and expenses for system responsi-
bility are generated in relation to the man-
agement of the balance between production
and consumption of electricity. This is dealt
with by Svenska Kraftnit's Balance Service,
which is manned round the clock.

Telecommunications

Svenska Kraftnit has a nationwide tele-
communications network to monitor and
control the national grid, extending from
Malmo in the south to Ritsem in the north.
The high level of capacity gives Svenska
Kraftnit the possibility of leasing capacity
to external customers, including telecom
operators and energy companies. Operating

revenue consists partly of revenue from ex-
ternal customers, partly of internal revenue
from the Network segment.

System responsibility — natural gas

It is Svenska Kraftnits responsibility that
there is a balance between the incoming
supply and the consumption of natural

gas in Sweden, but we do not own the gas
lines. Revenues and expenses for system
responsibility are generated in relation to
the management of the balance between
input and extraction of natural gas. Balance
regulation is dealt with by Svenska Kraftnit’s

Balance Service.

Renewable electricity certificates
Svenska Kraftniit is responsible for issuing
and accounting for electricity certificates.
The Swedish Energy Agency is responsible
for other official tasks. Revenue consist of
account fees.

Contingency planning

The contingency planning operation
consists of electricity preparedness and dam
safety. It is financed through grants. In terms
of the accounts, the activities are neutral for
Svenska Kraftnit.



Subsidiaries

SwePol Link AB
The task of the company is to operate and
maintain a DC link between Sweden and
Poland. The link is rated at 600 MW. SwePol
Link AB owns the part of the link that is lo-
cated on Swedish and international territory.
Svenska Kraftnit’s shareholding in the
company is 51 %, Vattenfall AB owns 16 %
and the Polish national grid company Polskie
Sieci Elektroenergetyczne SA owns 33 %.

Group turnover in 2007: SEK 248 (232)
million.

SwePol Link Poland Sp.zo.o. is a wholly-
owned subsidiary of SwePol Link AB. The
company owns that part of the DC link
which runs through Polish territory.

Turnover in 2007: SEK 61 (58) million.

Svenska Kraftnat Gasturbiner AB

The company is wholly-owned by Svenska
Kraftnit. It was set up in 1999 so that Sven-
ska Kraftnit could secure resources in the
long term for dealing with disruptions in the

power system.

Turnover in 2007: SEK 73 (71) million.

Svenska Kraftkom AB

The company is wholly-owned by Svenska
Kraftnit. During 2007, as in 20032006,
the company’s operations were insignificant.

Turnover in 2007: SEK O (O) million.

Associated companies

Nord Pool ASA
Nord Pool ASA is an exchange for financial
trading for operators in the Nordic electricity
market. The head office is situated in Oslo
and there are branch offices in Stockholm,
Helsinki, Fredericia, Berlin and Amsterdam.
Nord Pool is also active on the European
market, for instance, by owning 17 percent
of the German electricity exchange EEX.
During 2007 trading on the futures
market amounted to 1,059.9 (765.9) TWh.
Clearing operations amounted to 2,369.2

(2,160.3) TWh.

Gas turbine power stations are important to enable operational reliability to be maintained in the event
of disruptions in the national grid. They can be started at very short notice. Olle Selin is MD of Svenska
Kraftnat’s subsidiary Svenska Kraftnat Gasturbiner AB.

Svenska Kraftnit owns 50 % of Nord Pool
ASA. The remaining 50 % is owned by
Statnett SE

Turnover in 2007: NOK 372 (327) mil-
lion.

Nord Pool Spot AS
The physical trading exchange in electricity,
the spot market, is conducted via a separate
company: Nord Pool Spot AS. During 2007
trading amounted to 290.6 (249.9) TWh.
The company is owned by Svenska Kraft-
nit, Statnett SE, Nord Pool ASA, Fingrid Oyj
and Energinet.dk

Turnover in 2007: NOK 98 (96) million.

Triangelbolaget D4 AB
The company administers the fibre-optic
links between Stockholm, Oslo, Géteborg,
Malmé and Stockholm on behalf of its
partners. Leasing revenue go directly to the
partners.

The company is owned in equal shares
by Svenska Kraftnit, Vattenfall AB, Fortum
Distribution AB and Tele2 Syd AB.

Turnover in 2007: SEK 29 (21) million.

Kraftdragarna AB
The primary task of Kraftdragarna AB is to
provide available facilities on behalf of the
owners for the transport of transformers,
reactors and other heavy components that
make up the electricity supply system.
Kraftdragarna AB cooperates with Stat-
nett Transport AS to further strengthen the

level of availibility for the transportation of
replacement components.

Svenska Kraftnit owns 50 %, Vattenfall
AB 25 % and Vattenfall Regionnit AB 25 %

of the company.

Turnover in 2007: SEK 32 (32) million.

STRI AB
The company conducts research and
development within the field of electrical
power transmission, primarily on behalf of
its partners.

Svenska Kraftnit owns 25 %, ABB AB
50 %, Statnett SF 12.5 % and Vattenfall AB
12.5 % of the company

Turnover in 2007: SEK 71 (64) million.

Elforsk AB
Elforsk conducts joint operations in the field
of research and development (R&D) on be-
half of the electrical power sector in Sweden.
Svenska Kraftnit is mainly involved with-
in those areas that concern the transmission
of electricity and the development of the elec-
tricity market. The most important centres of
focus are environmental issues, maintenance
and the renewal of plants, as well as the pro-
vision of support for postgraduate projects.
Svenska Kraftnit owns 25 % and the
trade association Swedenergy owns 75 % of
the company.

Turnover in 2007:
SEK 86 (119) million.
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Svenska Kraftnat’'s stakeholders

Electricity suppliers

Nord Pool, the Nordic
electricity exchange

Electricity network
companies

Electricity consumers

Local networks

Electricity
producers

National grid

Regional networks

The national grid is the electricity network’s "motorways”. The electricity produced is transmitted via the national grid to the regional networks and onward to
local networks to finally reach the electricity user. Electricity producers sell their electricity via the electricity exchange Nord Pool or to an electricity supplier, which
sells it onward to the electricity user. Electricity suppliers and electricity network companies have different roles. They are separate companies.

Svenska Kraftnit is a state-owned public
utility that since being set up in 1992 main-
tains the national grid, the backbone of the
Swedish electricity system. We also ensure
that there is a balance between electricity
put in and extracted, so that the frequency
is always close to 50 Hz. This and our other
activities affect large numbers of people and
organisations, all of which can be included
as Svenska Kraftnit’s stakeholders.

The players in the electricity market
In its role as national grid company Svenska
Kraftnit has direct contact with companies
that own facilities connected to the grid, i.e.
large production plants and regional electric-
ity networks.

Maintaining the balance between genera-
tion and demand of electricity is conditional
on production being planned on the basis of
forecasted consumption. Svenska Kraftnit
does this in collaboration with the balance
providers, which have taken on financial
responsibility for ensuring that there is suf-
ficient electricity produced to satisfy con-
sumption. All electricity consumers have to
have a balance provider for their consump-
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tion, however, in practice the electricity
supplier ensures that there is one. Electricity
suppliers can be balance providers them-
selves, or transfer the responsibility to an-
other company. The local electricity network
company submits the consumption figures
to Svenska Kraftnit, which uses them to
calculate whether the balance providers have
succeeded in balancing production against
consumption.

Companies with system responsibility in
other countries are also included as players.
Svenska Kraftnit enjoys close cooperation
with these companies in Norway, Finland
and Denmark in operating the electricity

system efficiently and safely.

Land owners and nearby residents
Svenska Kraftnit administers approx. 15,000
km of powerlines, and some 130 substa-
tions. We are also continually building new
facilities. Land owners and nearby residents
are important stakeholders, and they are
given the opportunity to express an opinion
when Svenska Kraftniit converts or builds

new facilities.

The Government commissions our
activities

Svenska Kraftnit’s activities are regulated
primarily through an instruction and an
annual letter of governance that is issued by
the Government. In connection with adop-
tion of the national budget, Parliament de-
cides on Svenska Kraftnit’s investments and
financing activities. As a public utility and
authority Svenska Kraftnit also has a large
number of contacts with other authorities.

A lot of other stakeholders

Above we have only mentioned a small
number of all our stakeholders. Examples of
other are: municipalities, county adminis-
trative boards, operators in the natural gas
market, the Nord Pool electricity exchange,
dam owners, journalists, wind power com-
panies, universities, researchers, students,
job applicants, our staff, interest organisa-
tions, suppliers, voluntary organisations and
financial institutions.



Report of the Board of Directors 2007

Group operations and
structure

Operations

Svenska Kraftnits principal tasks are to
administer and operate the national grid for
electricity in Sweden, including the links
with neighbouring countries, and to be

the authority holding system responsibil-
ity pursuant to the Electricity Act, which
involves being responsible for the ongoing
instantaneous electricity balance and the
overall operational reliability of the Swedish
pOWf:r System.

Furthermore, Svenska Kraftnit is the
authority holding the system responsibil-
ity for natural gas in accordance with the
Natural Gas Act and the authority responsi-
ble for contingency planning in accordance
with the Power Contingency Act. Svenska
Kraftnit also has official duties in connec-
tion with dam safety, renewable electricity
certificates and guarantees of origin.

The Group’s structure

During 2007, the Svenska Kraftnit Group
consisted of the public utility, three subsidi-
aries and six associated companies in Sweden
and Norway. The largest associated company
is Nord Pool ASA with its head office in
Oslo, Norway. In December 2007 an agree-
ment was reached on the sale of Nord Pool

ASASs clearing and consultancy operations
to OMX in Stockholm. The takeover will be
effected during the latter half of 2008.

Since 2005 the group has had six busi-
ness segments: Network, System responsibil-
ity for electricity, Teleccommunications, Sys-
tem responsibility for natural gas, Electricity
certificates and Contingency planning.

Development of the market

Total annual production of electricity in
Sweden increased by 3 percent compared
with 2006 and amounted to 144.6 TWh'.
Total electricity consumption in the country
was some 145.9 TWh — a decrease of 0.4
TWh compared with the previous year.
The decrease is primarily due to the warmer
weather. Net imports fell to 1,3 (6.0) TWh
as a result of increased hydro electric power
production as there was a better supply of
water than last year.

The development is strongly character-
ised by transmission congestions that have
arisen in the Nordic market. After the copi-
ous rainfall of the summer and autumn, the
reservoirs in Southern Norway were filled to
above the normal level for the time of year.
A substantial interest in exporting electricity
to Sweden arose which exceeded the trans-
mission capacity between the countries. This
affected electricity prices and price differen-
tials occurred between the two price areas,
primarily between Southern Norway and the

rest of the Nordic region. To restrict trans-
mission the price area method was applied,
which led to so-called congestion revenue
for the Nordic national grid companies.

During the year input to the nation-
al grid amounted to 120.3 TWh, a slight
increase on previous years. In the fourth
quarter of 2007 input increased by some 3
percent compared with the equivalent period
last year.

Peak electricity consumption in Sweden
during the year occurred on 21 February
when 26,200 MWh was consumed in one
hour.

Financial goals

The Svenska Kraftnit Group shall achieve
an average return on adjusted equity, follow-
ing deduction for tax equivalence, of 6 %.
The return on adjusted equity in 2007 was
8.9 (7.9) %, which means that the goal was
exceeded.

The debt/equity ratio was 33 (38 ),
which is in line with the goal of a maximum
of 55 percent.

The dividend policy is that 65 % of an-
nual net income for the group should be al-
located to the Swedish state. Extra dividend
may also be allocated.

'Source: Swedenergy
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Investments

MSEK The Group’s investments
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Investments made by the Group during
2007 amounted to SEK 596 (478) million.

The investments are distributed as follows:

MSEK 2007 2006
Parent entity
Investments in grid 506 367
Investments in fibre-

optic cables 15 59
Other intangible

investments 36 49
Total Parent entity 557 462
SwePol Link 3 10
Svenska Kraftnat
Gasturbiner AB 36 6
Total 596 478

A large number of major investment projects
have been in progress during the year. The
goal is to convert two switchyards per year
in order to raise grid reliability as many of
the switchyards are in the final phase of their
period of use. In addition, earth wires have
been replaced due to their advanced age.

Examples of some large projects are:

* A switchyard west of Sollefted has been
rebuilt at a cost of SEK 90 (23) million

¢ The installation cost of a new trans-
former and the rebuilding of a new
switchyard north-west of Sollefted
amounted to SEK 30 (54) million
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* Ongoing conversion of a switchyard east
of Varberg has cost SEK 30 (2) million
this year

e The cost of converting another switch-
yard north-east of Varberg amounted to
SEK 25 (57) million

e Changing earth wires and installing
fibre-optic cable in 290 kilometres of
powerlines between Sollefted and Givle
cost SEK 28 million

* During the year SEK 23 million was paid
to replace earth lines on 280 kilometres of
powerlines between Ostersund and Mora

¢ Renewal of the DC link between the
Swedish west coast and Jutland has cost
SEK 29 (28) million during 2007

* The subsidiary Svenska Kraftnit Gas-
turbiner AB has carried out replacement
of control equipment in the gas turbine
plants at a cost of SEK 21 million

Ongoing investment programme

After the major disruption that took place in
September 2003, Svenska Kraftnit decided
to initiate a conversion programme for the
400 kV stations in the national grid. This
work is underway and during 2007 the
renewal of stations outside Sollefted, Varberg
and Forsmark continued.

Another project that was initiated after
the 2003 disruption was to build a new pow-
erline between central and southern Sweden,
the Southern Link. In mid-January 2008
Svenska Kraftnit’s Board decided to expand
the project with a branch to Norway, and
to double the capacity compared with ear-

lier plans. The expanded project, called the
SouthWest Link will also remedy bottlenecks
in the national grid on the Swedish west
coast and in links to Southern Norway. The
decision represents a stage in the process of
bringing the Swedish and Nordic national
grids into line with European energy and en-
vironment policy in the future.

The South West Link will be constructed
in three sections. DC technology with un-
derground cable is being used from a station
in the vicinity of Jénképing and south to
Horby in Skane. The link to Southern Nor-
way is planned in cooperation with Statnett,
the Norwegian national grid company, using
the same DC technology. It will be connect-
ed at the station outside Jonksping and to
the Norwegian national grid west of the Oslo
Fjord. Provided that Statnett can take the
necessary decisions, they will construct their
section on the Norwegian side. From the sta-
tion outside Jénkdping a new AC overhead
line is being constructed northwards out to
Hallsberg in Nirke in the same overhead line
corridor as an existing 220 kV line. Special
consideration will be taken to the local envi-
ronment in sensitive sections.

Svenska Kraftnit is building a new DC
link between Sweden and Finland (Fenno-
Skan 2) together with Fingrid in Finland.
The link will run between Rauma in Finland
and Finnbéle in Gistrikland and the plan is
to put it into operation in November 2011.
In addition to the submarine cable, the link
includes two new converter stations, 70 km
of a new 500 kV overhead line and a new
400 kV switchyard outside Givle.

In autumn 2007 the Swedish government
granted a concession for a new 400 kV pow-
erline between Jirpstrommen in Jimtland
and Nea in Norway at an overall length of
100 km. Redundant sections of the existing
275 kV powerline will be demolished and
the switchyard in Jirpstrommen refurbished.

During 2005 Svenska Kraftnit com-
menced a programme to replace the oldest
type of earth wires on the overhead lines
with the aim of raising reliability and per-
sonal safety. The work has continued during
2007 on the section Mora in Dalarna —
Grums in Virmland — Kungilv in Vistergot-
land. The programme will run for a number
of years to come.

To increase reliability in the supply to
the Géteborg area, in connection with the
reconstruction of the DC link to Denmark,
in 2001 Svenska Kraftnit decided to build
a new 400 kV overhead line in the corridor



for the previous DC powerline between the

coast and a transformer station north-east of
Géteborg. The concession has not yet been
granted, and work on permit issues has been
proceeding during 2007.

Svenska Kraftnit is going to install a new
section of 400 kV overhead line at Sédra
Sandby outside Lund to improve the environ-
ment for residents. The work is expected to
be completed during the latter part of 2009.

The aim of the Stockholms Strém project
is to improve the provision, reliability and
environmental conditions for Stockholm’s
electricity supply. During 2007 decisions
have been taken on a number of sub-projects.

Uppsala Strém is another project with
the aim, among others, of increasing reli-
ability in the Uppsala area. Implementation
of the project commenced during 2006 and
is a collaborative venture between Svenska
Kraftnit, the municipality of Uppsala and
Vattenfall Eldistribution AB.

Operating revenue and income for
the year

Operating revenue for the Group decreased
by some seven percent and amounted to
SEK 6,326 million compared with SEK
6,838 million last year. The decrease is
primarily due to lower revenue for balance
power of SEK 831 million, as a result of the
lower market price for electricity. Conges-
tion revenue increased during the third
quarter on account of the water situation
in Southern Norway and mitigated the

decrease in revenues by SEK 321 million.

The Group’s operating expenses amount-
ed to SEK 5,531 (6,150) million. Costs for
purchase of balance power during the year
were SEK 847 million less as a consequence
of the lower average electricity price in com-
parison with last year.

Depreciation of intangible and tangible
assets for the Group increased by SEK 21
million.

Group operating income amounted to
SEK 864 million, which is SEK 128 million
higher than in 2006. The operating margin
for the Group was 13.7 %, which is 2.9 per-
centage points higher than last year.

Net financial income/expense for 2007
amounted to SEK -127 million, which is
a deterioration of SEK 72 million in com-
parison with last year. Interest expenses
increased primarily due to indexation of the
pension liability in accordance with new se-
curity grounds that were determined by the
National Government Employee Pensions
Board and higher interest rates compared
with 2006.

Net income for the year amounted to
SEK 732 (676) million. The net profit
margin with a deduction for standard tax
amounted to 8.3 percent, which is an in-
crease of 1.2 percentage points compared
with last year.

Financing
The parent entity finances its operations
with equity and loans in the National Debt

Office. At the end of 2007, loans amounted
to SEK 471 (709) million and liquid funds
to SEK 51 (59) million. Svenska Kraftnit
has a variable loan parameter with the Na-
tional Debt Office that can be utilised up to
SEK 1,500 million.

Since February 2007 the subsidiary Swe-
Pol Link AB has had a loan at Handelsbank-
en of SEK 1,243 million. The National
Debt Office has issued a maximum guaran-
tee for the loan of SEK 150 million.

At year end borrowing in Svenska Kraft-
nit Gasturbiner AB amounted to SEK 157
million. Financing takes place within the
Group.

Risk management

The Group’s risks can be arranged under two
categories: operationally related and finan-
cially related factors. Financial risk manage-
ment takes place at Group level in accord-
ance with the guidelines that are specified in
the Group finance policy.

Operational risks

Svenska Kraftnits operations are of central
importance for Swedish electricity supply. It
must therefore be regarded as being of par-
ticular social importance in both the short
and long terms. Operations can be subjected
to disturbances and stresses of many differ-
ent kinds. These may be a result of technical
shortfalls or intentional actions aimed at
causing damage. Certain factors may arise
suddenly whereas others can be observed

as slow processes in a certain direction that
may subsequently have a negative impact on
the operations. In a separate report, Svenska
Kraftnit gives an overall account of risk and
vulnerability analyses in accordance with the
Ordinance (2006:942) on Crisis Manage-
ment and Enhanced Preparedness.

The everyday work and expertise of its
staff means that the organisation has sig-
nificant capacity to assess how risks and
vulnerabilities are linked together. The work
of further reinforcing this is continually in
progress. Within certain areas it may need to
be extended through greater business intel-
ligence or strengthened by means of external
efforts. Different types of cooperation are
also conducted in network form in order to
gather experience from other areas, for ex-
ample within the I'T security area.

There is little risk of operational disrup-

tions in the national grid, which would have
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serious consequences for the customers.

The grid is powerfully structured with am-
ple potential to maintain electricity supply
even during disturbed operating conditions.
However, the risk of a major power failure
can never be totally eliminated. Svenska
Kraftnit is taking a series of measures, in-
cluding an extensive investment programme,
to further increase the reliability of the na-
tional grid.

The risk of peak power shortages in the
Swedish electricity system has been limited
since Svenska Kraftnit, as an interim meas-
ure, has procured standby power in accord-
ance with the temporary Power Reserve Act
(2003:436). The act was due to come to an
end after winter 2007/2008, but it has been
extended by the Government for a further
three years.

Financial risks
The hydrological situation in the Nordic
region, generation in combined heat and
power plants and exports influence the use
of the national grid for electricity. Svenska
Kraftnit’s revenue increases in conjunction
with large-scale hydro-power generation,
which leads to increased transmissions from
Northern to Southern and Central Sweden.
Revenue decrease when there is a small
supply of hydroelectric power and when
there is a high level of imports from the
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south. The fluctuations in earnings may as

a consequence amount to several hundred
million SEK. Assessment of Svenska Kraft-
nit’s results must therefore apply to the aver-
age conditions over a period of several years.

Congestions arise in the Nordic electric-
ity market when the demand to transmit
electricity on the grid is greater than the
transmission capacity. The size of the con-
gestions vary due to the flow on the grid.
The method applied to restrict transmis-
sions over national borders lead to revenues,
which are based on differing electricity
prices in the price areas on different sides of
a bottleneck. These revenues go to the Nor-
dic national grid companies in accordance
with a distribution quota on which they
have decided.

Within Sweden counter trading is some-
times used in order to reduce the transmis-
sion of electricity in a section of the grid
where there is a limited transmission capac-
ity. Counter trading means that the custom-
ers do not notice this congestion. The costs
for counter trading are normally low in a
properly developed national grid. However,
counter trading expenses can amount to tens
of millions of kronor in extreme operational
situations, e.g. such as occurred in February
2007 when the nuclear power station in For-
smark was out of operation.

Svenska Kraftnit has expenses for pri-

mary regulation to maintain the frequency

in the electricity system. The size of the ex-
penses are dependent on water supply in the
reservoirs and on the price of electricity. In
certain situations these expenses can double
compared with normal conditions.

The development of Svenska Kraftnits
fibre-optic network has continued at a slow-
er pace over the past year and has primarily
been focused on the needs of the national
grid. There are consequently no significant
commercial risks.

The ETSO model for transit compensa-
tion that is also applied to Svenska Kraftnit
since 2004, influences the financial outcome.
If the flow of electricity through Sweden
is high, Svenska Kraftnit receives revenue,
but at the same time the flows are generally
through Denmark and neighbouring coun-
tries, incurring costs for Svenska Kraftnit.
The model that is currently applied normally
results in a net cost for national grid com-
panies that, like Svenska Kraftnit, have low
grid charges. In 2007 this net cost amount-
ed to SEK 19 (3) million.

Customers

The customers consist mainly of well-estab-
lished and stable companies with a high level
of solvency. Altogether, Svenska Kraftnit

has some 100 customers, the ten largest of
which account for 75 percent of the turno-
ver. This means that Svenska Kraftnit has a
sound distribution of commercial risks.



Investments

Over the next ten-year period Svenska
Kraftnit has an extremely large invest-
ment requirement. In conjunction with the
other Nordic national grid companies, in
spring 2004 Svenska Kraftnit presented a
programme of investments to strengthen the
Nordic high-voltage network for electricity.
The intention is that these investments will
increase the security of the electricity supply
and further improve the function of the
Nordic electricity market. The programme
includes the following five projects in the
Nordic power network:

¢ Fenno-Skan 2 between Sweden and
Finland

e Nea—Jirpstrémmen between Norway and
Sweden

¢ The Southern Link between Central and
Southern Sweden, which in January 2008
became the South-Western Link

¢ The Great Belt Link in Denmark

 Skagerak 4 between Norway and Den-
mark

Besides the five Nordic investments there
is a programme costing SEK 3—4 billion to
reinforce Stockholm’s electricity network,
the majority of which it is assumed will be
financed by other stakeholders. Renewal of
several switchyards in the national grid is ex-
pected to amount to around SEK 1 billion.

The total investment cost during the
next ten-year period for Svenska Kraftnit
amounts to almost SEK 20 billion, which
will have an impact on the the group’s fi-
nancing and interest expenses. The risk ex-
posure lies in the delay to the project, which
in its turn represents cost increases. The
boom in 2007, which could be observed in
higher prices for materials and longer de-
livery times, has meant that we have been
forced to postpone the construction of the
new DC link between Sweden and Finland
by one year.

Those factors that could have a signifi-
cant impact on the consolidated result, apart
from the hydrological situation, are linked
with currency exchange rates and electric-

ity prices.

Currency exposure

Svenska Kraftnit’s international operations
mean that it is to some extent exposed to
exchange risks in connection with the trans-
lation of foreign assets and results. Svenska
Kraftnit has not hedged its receivables and

liabilities in foreign currency. The amounts
involved are moderate in size and do not af-
fect the financial result to any great extent.

Interest exposure

Interest risks in connection with liquidity
and liability management are low, since
Svenska Kraftnits equity/assets ratio is high
and its borrowing volume small.

Electricity prices

Svenska Kraftnit purchases electricity in
order to cover the transmission losses at a
fixed price in accordance with multi-year
agreements. The volatility in the electric-

ity price affects revenues for sold balance
power within the business segment System
responsibility for electricity, however there is
a limited effect on the result.

Credit risks

The customers consist of well-established
and stable companies with a high level of
solvency. System responsibility for electricity
and natural gas includes Svenska Kraftnits
responsibility for the national balance settle-
ment for those companies that are balance
providers. In order to decrease the credit
risk that arises, Svenska Kraftnit requires

financial security from those companies that
are balance providers.

Other risks

Environment

Svenska Kraftnit works very actively with
environmental issues. For a number of years
Svenska Kraftnit has had an environmental
management system for construction activi-
ties as an aid in structuring its environmen-
tal work and ensuring that it is performed
effectively. Environmental requirements are
placed on all construction and maintenance
contracts to reduce the environmental risks.
To check that the environmental require-
ments are being observed Svenska Kraftnit
has implemented approved environmental
audits in a number of contracts during
2007. The audits have led to measures to
produce improvements. Other more long-
term measures will be implemented during
2008. Several environmental audits will be
implemented during the coming year.

For the subsidiary Svenska Kraftnit Gas-
turbiner AB the fuel tanks at the gas turbine
facilities previously constituted an environ-
mental risk. During 2007 banks have been
constructed around the fuel tanks in three of

the plants to reduce the risk of leakage.

-

Svenska Kraftnat’'s environmental management system for construction activities is an aid in structuring
its environmental work and ensuring that it is performed effectively.



Business segments

Network
The Network division comprises the con-
struction, maintenance and operation of
the national grid in Sweden, which consists
of 220 kV and 400 kV lines with stations
and foreign links administered by Svenska
Kraftnit, including SwePol Link.

Svenska Kraftnit’s network customers
are billed for access to and utilization of the
national grid, in accordance with a pre-set
tariff. Svenska Kraftnit undertakes a review
of the tariff every year and it is authorised by
Svenska Kraftnit’s Board. The last time the
tariff was changed was in 2004.

The tariff consists of a power component
and an energy component, and accounts
for most of the transmission revenue. The
power component is based on the power
subscribed to by the customer on an annual
basis for input and extraction at each con-
nection point. The input fee is SEK 5/kW in
the south and increases linearly with laticude
to SEK 25 /kW in the north. The extraction
fee is SEK 47/kW in the south decreasing
linearly with latitude to SEK 11/kW in the
north. The energy component is based on
the transmission losses in the national grid
that are occasioned by input and extraction
at the individual connection points. If input
and extraction lead to reduced transmission
losses a payment is made to the respective
customer designated energy compensation.

Other income items are congestion reve-
nue and transit revenue. Congestion revenue
are generated when the Nordic market is di-
vided up into different price areas due to lack
of capacity in the Nordic grid. The revenue is
used for investments in increasing the capa-
city and thereby reducing the limitations.

Transit revenue consists of reimburse-
ment for costs of electricity flowing through
the national grid with its points of origin in
other countries.

Revenue for Network operations

National grid fees amounted to SEK 2,332
(2,307) million, which is at the same level

as 2006. The power fees accounted for ap-
proximately 45 (47) % and the energy fees
for some 55 (53) %. Fewer subscriptions
have led to a small decrease in the power fees

and higher transmission produced a small
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The national grid comprises 15,000 km of
powerlines and well over one hundred con-
nection stations.

increase in the power fees. An account is
given below of the revenue from Network

operations.

Network revenue

(MSEK) 2007 2006
National grid fees
Power fees 1061 1074
Energy fees 1271 1233
Total 2332 2307
Congestion revenue 641 320
Transit revenue 112 139
Transmission via

SwePol Link 246 232
Other network revenue 46 52
Grand total 3377 3050

Congestion revenue amounted to SEK 641
million and increased markedly compared
with 2006. The main reason for the increase
is that after the copious rainfall of the sum-
mer and autumn, the reservoirs in Southern
Norway were filled to above the normal level
for the time of the year. A substantial inte-
rest in exporting electricity to Sweden arose
which exceeded the transmission capacity
between the countries. This affected electri-
city prices and price differentials occurred
between the two price areas, primarily bet-
ween Southern Norway and the rest of the

Nordic region. To restrict transmission the
price area method was applied, which led to
so-called congestion revenues for the Nordic
national grid companies.

Transit revenues amounted to SEK
112 (139) million, whereas the costs for
the transit transmission we incur in other
countries were SEK 131 (142) million.

Transmission via the national grid and
energy losses

During the year transmission was 117.7
(117.3) TWh. Subscriptions for input and
extraction were somewhat lower than in
2006. The number of customers connected
to the national grid was 21 (21)

Power transmission 2007 2006

Power subscribed to
on the national grid

Input subscription,
MW 20 340

Extract subscription,
MW 21 367

Max. power
outtake from the
national grid, GW

20 404

21 554

18 500 20 000

Energy fed into the

nationalgrid, TWh 120,5 119,8

Energy extracted from

the nationalgrid, TWh 117,7 117,3



Transmission losses on the national grid were
somewhat higher than in 2006 and they cost
SEK 762 (698) million. The increased costs
for purchase of loss power are primarily due
to the increased production of hydro power in

the northern part of the country.

Transmission losses

national grid 2007 2006
Energy losses, TWh 2,8 2,5
Percentage of

extracted energy, % 2,4 2,1
Maximum power losses,

MWh/h (hour with

highest energy losses) 634 806

The Network segment’s financial result was

positive during the year and was:

Income statement — Network

MSEK 2007 2006
Operating revenue 3409 3074
Operating expenses -2 618 -2 397
Operating income 791 677

Operating revenue increased by SEK 335
million compared with last year. Operating
income amounted to SEK 791 million, which
is SEK 114 million more than last year. The
higher operating revenue is due to rising con-
gestion revenue, which during 2007 amounted
to SEK 641 (320) million.

In February two extreme operational situa-
tions arose due to a drop in nuclear power pro-
duction. This led to Svenska Kraftnit having
to use counter trading in order to reduce the
transmission of electricity to another section of
the grid. Counter trading expenses amounted
to SEK 80 million. During the summer coun-
ter trading took place at a cost of SEK 44 mil-
lion in connection with reconstruction work
in a new switchyard north-east of Varberg.
During the autumn a new switchyard outside
Sollefted has been converted according to the
same programme, which led to a further SEK
37 million in counter purchasing.

The operating margin for the business

segment amounted to 23.2 %, which is 1.2
percentage points higher than the equivalent
period in 2006.

Reliability performance

Svenska Kraftniit’s principal goal is a high

level of reliability performance in the Network
operation. Reliability performance has been
good during 2007. There were 150 (181)
operational disturbances in the grid, most of
which were dealt with by the automatic equip-
ment built into the technical systems without
having any impact on power supplies. Those
disturbances in the national grid that it has not
been possible to deal with successfully have
only resulted in small volumes of energy not
being supplied.

Five disturbances led to power outages for
subscribers. The volume of energy that was not
supplied amounted to 13 (95) MWh. The
number of operational disturbances in the na-

tional grid over a five year period is set out below.

Operational disturbances 2007 2006 2005 2004 2003
Operational disturbances on the grid, no. 150 181 251 187 198
Ditto with power failure, no. 5) 15 22 10 27
Non-supplied energy, MWh 13 95 4 25 10400

Operational planning is important in maintaining operational reliability when connecting and disconnecting powerlines and equipment in the national grid, but also

in maintaining personal safety in conjunction with work on plants.
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System responsibility
— electricity

According to the Electricity Act, system
responsibility for electricity entails Sven-
ska Kraftnit ensuring that plants interact
reliably and that there is a balance between
production and consumption of electric-
ity. Ensuring that plants interact reliably

is achieved primarily through rules and
requirements in connection agreements,
and regulations for network and produc-
tion facilities. The volume of revenues

and expenses for system responsibility are
generated in relation to the management of
the balance between production and con-
sumption of electricity. It is reported under
the business segment System responsibility
— electricity.

This is dealt with by Svenska Kraftnit’s
Balance Service, which is manned round the
clock.

An important part of the balance regu-
lation are the approximately 30 balance
providers that have signed agreements with
Svenska Kraftnit regarding balance respon-
sibility. The companies have undertaken to
plan their input of electricity (generation

0l

An important aspect of Svenska Kraftnat's system
responsibility for electricity is ensuring that the
frequency is maintained at a constant of close to
50 Hz.

and purchase) and their extraction (con-
sumption and sale) for each hour so that
they balance each other. Svenska Kraftnit
then conducts a balance settlement, or in
other words performs a financial settle-
ment of the imbalances that have arisen
when the measured values for production

A

and consumption are reported. A company
that one hour reports a deficit, buys the
electricity (balance power) that is required
to achieve a balance from Svenska Kraft-
nit. Correspondingly, companies that have
a surplus sell electricity to Svenska Kraftnit.
The price of the electricity that is bought or
sold is the hourly rate on the electricity spot
market with a surcharge for expenses that
Svenska Kraftnit has incurred in starting or
stopping production, the so-called upwards-
/downwards regulating price. The difference
between purchased and sold balance power
in the public utility amounted to SEK 213
(209) million. The difference arises as the
power sold always has the same or a higher
price than the power bought.

To balance the power system there are
automatic reserves (so-called primary regula-
tion) that increase the production when the
frequency falls and decreases it when the
frequency rises. The automatic reserves are
chiefly located at producers with hydro-elec-
tric power production and are procured on a
weekly and daily basis. When the automatic
reserve is no longer sufficient to maintain
the frequency within given limits the bal-
ance service activates upwards or down-
wards regulation based on a list of bids from

Manned round the clock! Svenska Kraftnat’s Balance Service monitors the frequency, maintains the instantaneous electricity balance, deals with congestion in
transmission and distributes the expenses between balance providers.
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producers that have the potential to start or
stop production. Svenska Kraftnit also col-
laborates with companies that have system
responsibility in our neighbouring Nordic
countries in order to always regulate the
balance where it can take place at the low-
est price. A similar settlement takes place
between the Nordic national grid companies
as between Svenska Kraftnit and the balance
providers.

Disturbance Reserves, primarily in the
form of gas turbines, are in place to deal
with major emergencies to the electricity
balance, for example if a large production
facility is shut down due to failure. Svenska
Kraftnit has access to these reserves partly
through agreements and partly through its
own gas turbine company.

According to the Power Reserve Act,
Svenska Kraftnit shall be responsible for
ensuring that reserve power of at most 2,000
MW is available during the winter. It was
originally planned that the Act would cease
after the winter of 2007/2008, however it
has now been extended to apply until the

IR

end of the 2010/2011 winter. The reserve
contributes to managing electricity supply
even during extreme situations that can arise
in extremely cold weather conditions. Dur-
ing the 2007/2008 winter the power reserve
amounted to 1,998 MW The power reserve
is financed by a special fee that is paid by the
balance providers. The cost of the power re-
serve to the Group during the year amount-
ed to SEK 129 (133) million.

The financial result for the business seg-
ment System responsibility for electricity

‘was:

Income statement
— System responsibility
for electricity

MSEK 2007 2006
Operating revenue 2531 3388
Operating expenses -2 569 -3429
Operating income -38 41

Within the business segment, System re-
sponsibility — electricity, operating revenue

decreased by SEK 857 or 25 % compared
with 2006 and amounted to SEK 2,531
(3,388) million Revenues for sold balance
power decreased by SEK 832 million com-
pared with last year, which is mainly due to
the lower price of electricity during the year.

Revenues from the companies with bal-
ance responsibility for the state peak power
reserve amounted to SEK 126 (151) million.
These revenues are accounted during the
winter months. The costs of the peak power
reserve arise on a regular basis as the agree-
ments with suppliers are for one or several
years. Revenue and expenses are evened out
over the duration of the agreement.
Operating income amounted to SEK -38
(-41) million. The somewhat higher earnings
for 2007 are chiefly due to lower costs for
both primary regulation and the peak power
reserve. The operating margin was -1.2 %,
which is a deterioration of 0.3 percentage
points compared with last year.

The financial result should be assessed as
an average over a period of several years. Fur-

ther information is available in note 8.
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Telecommunications

Svenska Kraftnit has a nationwide telecom-
munications network to monitor and control
the national grid, extending from Malm in
the south to Ritsem in the north.

In 1994, a fibre-optic network was in-
stalled in the powerline earth wires. At
present Svenska Kraftnit’s telecommunica-
tions network is in place for about 6,300 km
of own fibre-optic cables and some 2,500 of
fibre-optic cables leased from other network
operators. The older parts of this network are
based on line carrier via the powerlines and
on radio link connections.

Svenska Kraftnit operates a telecom
network on the fibre-optic network with a
platform that is based on modern technol-
ogy with high capacity and good reliabil-
ity performance. The telecom network is an
important element in the restoration func-
tion in connection with a potential major
disturbance in the country’s electricity supply.
In order to guarantee reliable operation, the
telecom network is provided with redundancy
in batteries and diesel generators. Telecom
traffic is being successively shifted from older
to more modern technology as the building of
the fibre-optic network gradually progresses.

The high capacity in the telecom network
enables Svenska Kraftnit to lease network ca-
pacity to external customers. Svenska Kraftnit
hires out black fibre (optical fibre without
physical terminus equipment) to, for exam-
ple, telecom operators. Furthermore, active
connections are hired out in the form of ca-
pacity to, primarily, energy companies.

During 2007 the fibre-optic network has
been expanded outwards from stations in
close proximity to the section Umed—Orn-
skoldsvik—Sollefted—Stode—Sundsvall, as well
as the section Gréska—Hallstavik in North
Uppland. In conjunction with other opera-
tors, Svenska Kraftnit has linked up the fibre-
optic networks in a number of locations in
central Norrland, partly to be able to access
more remote sites in the power network eco-
nomically, but also to be able to offer the cus-
tomers better service. Besides these intercon-
nections, fibre-optic cables are also leased by
regional network operators to access some of
the smaller stations in the national grid.

During the past year Svenska Kraftnit has
also intensified its collaboration with Statnett
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in Norway and Fingrid in Finland in order to
link up the telecom networks and to thereby
increase security in relation to monitoring
the Nordic national grid for electricity. The
connection with North Norway will be put
into effect partly between Ritsem and Ofo-
ten south of Narvik on the Norwegian side,
partly in Jimtland in connection with the
reconstruction of the powerline between Jirp-
strommen and Nea, east of Trondheim. This
means that the Swedish and Norwegian pow-
er telecommunications networks are linked to
each other in three places from Halden in the
south to Narvik in the north. This enhances
the level of robustness and reliability between
the countries and in the future Svenska Kraft-
nit will be able to offer Norwegian telecom
operators their own fiber-optic network on
the Narvik—Trondheim—Halden section. The
connection with Northern Finland is a longer
routing of fibre-optic cables from a station in
the vicinity of Jokkmokk to a Finnish station
west of Rovaniemi.

Operating revenue consists partly of reve-
nue from external customers for leasing black
fibre and active connections, partly of internal
revenue (calculated according to a standard)
from the Network business segment.

The revenue earned on commercial fibre-
optic operations amounted to 62 (56) mil-
lion and the operating income was SEK 35

——— Egen optokabel

Planerad optokabel

Inhyrd optofiber

The fibre-optic network that Svenska
Kraftnat has at its disposal trans-
mits important information for mo-
nitoring and control of the electrical
power system.

(26) million. The improvement in results in
comparison with last year is chiefly due to a
number of new customer agreements. With

a calculated interest of 7 % on employed
capital, the operating income for the financial
year was SEK 21 (19) million. Investments
within fibre-optic operations for the year
amounted to SEK 15 (59) million.

Within the Telecommunications segment,
Svenska Kraftnit has additional external reve-
nue amounting to SEK 9 (11) million for the
leasing of data networks, telephone networks
and antenna space.

The total revenue for Telecommunications
was SEK 103 (99) million. Included in this
is SEK 32 (32) million in internal revenues
from the Network business segment. Operat-
ing income amounted to SEK 30 (31) mil-
lion. The deterioration in operating income
is explained by a higher level of depreciation
during 2007.

Income statement

— Telecommunications
MSEK 2007 2006
Operating revenue 103 99
Operating expenses 73 -68
Operating income 30 31



System responsibility — natural gas

Svenska Kraftnit has had system responsibil-  owned by Svenska Kraftnit. There are five expenses increasing by SEK 7 million. On
ity for natural gas in Sweden since 1 July balance providers. Operating revenue for 1 October 2007 the consumption energy
2005. Among other things, the commission 2007 was SEK 41 (36) million. Changes fee was lowered from SEK 1.1/MWh to
means that it is Svenska Kraftnits respon- to agreements have led to an increase SEK 0.9/MWh. The division’s expenses
sibility that there is a balance between the in trade between Svenska Kraftnit and thereby amounted to SEK 36 (29) million.
incoming supply and the consumption of the balance providers during the fourth Operating income fell somewhat to SEK 5
natural gas in Sweden. The gas lines are not quarter, which has resulted in revenues and (7) million.

Income statement - System Some facts about the gas network

responsibility for natural gas The national grid is made up of steel pipes with a diameter of around 50 cm.

MSEK 2007 2006 The distribution pipelines are made of steel or plastic with various dimensions.

Operating revenue 41 36 The pressure in the national grid is a maximum of 70 bar. The pressure is regulated

Operating expenses -36 29 down to 4 bar. The gas that end customers receive is usually at 0.1 bar, but higher

Operating income 5 7 pressure is used for larger customer facilities.

In its role as the authority with system responsibility for natural gas in Sweden, Svenska Kraftnat is responsible for there being a balance between natural gas fed
into the system and that consumed.
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Renewable electricity certificates

Sweden introduced an electricity certificates
system in 2003 to promote renewable elec-
tricity generation. The Act gives producers
of renewable electricity the opportunity to
receive one electricity certificate per MWh
of electricity generated. The certificates can
be sold to electricity suppliers and electricity
consumers, who are bound to purchase elec-
tricity certificates corresponding to a certain
proportion of their sales and consumption
respectively.

Svenska Kraftnit is responsible for is-
suing and accounting for electricity certi-
ficates. The Swedish Energy Agency is re-
sponsible for other official tasks.

Svenska Kraftnit issued 13.2 (11.9) mil-
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lion electricity certificates during 2007.
During the year some 24 million electricity
certificates were put into circulation at an
average price of about SEK 195 per certifi-
cate. Since the introduction of the system
some 53 million certificates have been is-
sued.

Wind power is the type of production
that is entitled to certificates that has en-
joyed the highest percentage increase during

the year. It has gone from a share of 8 % in
2006 to 10.8 % in 2007. Electricity genera-
ted from biofuels has accounted for 72.6 %
of production entitled to certification and
hydro power for 16.6 %.

Operating revenue for 2007 amounted

to SEK 10 (20) million. The revenues now
consist solely of account fees that amounted
to SEK 10 (19) million. Transmission char-
ges were discontinued in the fourth quarter
0f 2006 and thereby amounted to SEK 0
(1) million. Operating income amounted to

SEK 7 (14) million.

Income statement
— Renewable electricity

certificates
MSEK 2007 2006
Operating revenue 10 20
Operating expenses -3 -6
Operating income 7 14




Contingency planning

Contingency planning, consisting of electric-
ity preparedness and dam safety, is financed
through Government appropriations and
grants from the Swedish Emergency Manage-
ment Agency. In terms of the accounts, the
activities are neutral for Svenska Kraftnit.
During the year, a total of SEK 264 million
was utilised for measures. These funds have
principally been utilised for the purposes
specified in Note 3.

According to the letter of governance for
the 2007 fiscal year, in a special report to the
Government Svenska Kraftnit presents an as-
sessment of its planned capacity to contribute
to ensuring that the needs of society and indi-
viduals can be met in the event of any future
attack or war, as well as an assessment of the
capacity in the event of severe pressures on
society during peacetime. This report was sub-
mitted to the Government at the same time as
the Report of the Board of Directors.

The report includes an account of meas-
ures that Svenska Kraftnit has taken as the
authority for electricity contingency planning
to increase the overall capacity to supply elec-
tricity in terms of contingency planning and
defence.

Svenska Kraftnit has drawn up and re-
ported targets, directions for long-term plan-
ning and operational plans for measures that
are financed by the 7:5 Emergency Manage-
ment Grant to the Emergency Management
Authority (KBM). This detailed data can be
presented if necessary. Based on this, meas-
ures have been implemented to contribute to
ensuring a satisfactory defence capacity in the
event of any armed attack in the future, and to
reduce the risks and consequences of accidents
and severe pressures on society in peace time.
Certain resources procured can also be used
as a contribution to alleviating suffering and
damage caused by accidents and disasters in
other countries.

Svenska Kraftnit has primarily followed
the planning direction and operation plan-
ning, and has also implemented planned
projects. Fulfilment of objectives, reporting of
discrepancies and assessment of capacity has
also been reported to KBM. Assessment of ca-
pacity has been dealt with in the report in ac-
cordance with a designated assessment scale.

During 2007, Svenska Kraftnit has held

basic training for 62 conscripts in the repair

An important task in contingency planning is to support companies within electricity supply in their task of
increasing their capacity to deal with extreme situations.

of powerlines at the authority’s training centre
in Asbro and for 59 conscripts in the repair
of switchyards and power plant operators

at Vattenfall Training Centre in Jokkmokk.
During the year, some 300 persons from the
electricity sector have undergone training in
crisis management for which Svenska Kraftnit
has been responsible in co-operation with Swe-
dEnergy. In addition a management exercise
focussing on crisis communication has been
implemented.

The facility at Asbro also serves as a ware-
house for strategic spare equipment for rapid
repairs in connection with breakdowns in
the national grid and regional networks. The
equipment stored there includes special pylons
which can be assembled quickly and a number
of standby power units. There are also com-
plete sets of equipment for mobile repair crews
that can be mobilised for national efforts.

Through agreements with the Swedish

Armed Forces, various types of reinforcement
can be added to deal with disruptions in the
electricity supply. Among other things repair
teams can be deployed by air. Through agree-
ments with the voluntary defence organisa-
tions, human resources can be made available
from the Motor Transportation Corps, the
Voluntary Flying Corps, the Motor Trans-
port Corps, and the Women’s' Transportation
Corps.

The capacity of the electricity supply
to cope with critical situations has been re-
inforced in that control centres have been
provided with greater physical protection,
reinforced remote and speech communica-
tion and improved local power. The prospects
of maintaining necessary telecommunications
have been reinforced through the development
of mobile command and communication
units. During the course of the year, coopera-
tion has been established between electricity

27



and telecom companies with the aim of as far
as possible securing critical telecommunica-
tions in the event of power failures. As the
the Rakel mobile telecommunications system
has been opened to a wider circle of users, the
electricity supply industry has evaluated the
possibility of utilizing it both under normal
and abnormal conditions.

Measures have been taken in a number of
production plants, primarily combined heat
and power plants, to safeguard their black-
start capability, when there is no contact with
the central electricity system, and to secure
their island operation capability. This capabil-
ity has been verified by means of testing. In
connection with the tests, operating staff have
been trained in running their installations
with adjacent networks in island operation.
A mobile transformer and switchyard facility
has been acquired.

Within the Nordic Electricity Prepared-
ness and Safety Forum the possibility of mu-
tual assistance has been bolstered through the
production of equipment lists and checklists,
contact routes have been tested and there
have been exercises in providing assistance.

Svenska Kraftnit collaborates with Swe-
denergy’s member companies in an emer-
gency cooperation organisation consisting of
seven electricity cooperation areas. The pur-
pose of the organisation is to produce a good
assessment of the situation and to coordinate
repair resources in connection with exten-
sive electricity failures with damaged plants.
The information and reporting system Susie,
which has been developed in order to sup-
port the cooperation organisation, has been

further developed and placed at the disposal

of various Swedish authorities, and also other
Nordic authorities, that need to follow the
electricity supply situation during critical
situations.

In its capacity as sector authority for
dam safety Svenska Kraftnit has submitted
a special report to the Government on the
development of dam safety in the country.
Among other things the report is based on
the procedures by which dam operators re-
port annually to the county administrative
boards on dam safety that were developed by
Svenska Kraftniit.

Within the framework of ongoing tests,
during 2007 one more dam has undergone
special inspection with the assistance of in-
ternational expertise. The aim of the special
inspections is to examine whether safety in
dams, where the consequences of failure are
particularly great, maintain a satisfactory
international level, and to provide data to en-
able dam owners to continue their work on
dam safety and for the authorities” supervi-
sion.

An updated and to some extent revised
edition of Svenska Kraftnit's manual "Dam
safety — self regulation and supervision” has
been published during 2007. In addition
a brochure has been produced in order to
clarify roles and spheres of responsibility in
issues that involve dam safety and contingen-
¢y planning for dam failures in dams that are
classified as facilities with dangerous opera-
tions according to the Civil Protection Act.

In cooperation with other principal par-
ties for "Guidelines for determination of de-
sign flows for dam facilities” Svenska Kraftnit
has completed work on a new edition. The

content of the original guidelines that were
issued by the “Flow Committee” in 1990
is basically unchanged. Application of the
guidelines in a changeable climate is dealt
with in the new edition.

Development projects to coordinate
contingency planning for dam failure in the
major power generating rivers is in progress
in the following rivers: Luleilven, Ljungan,
Dalilven and Géta ilv, in addition to Lju-
snan where a pilot study has already been
carried out. Svenska Kraftnit is supporting
this development by contributing financially
to the production of common planning data,
provided that the operators concerned along
each river have agreed to develop coordinated
contingency planning. A project has been
started to develop systems to alert the general
public in the event of dam failure. Two train-
ing sessions for river groups on the conse-
quences of intervention in water regulation
have been implemented during the year. The
aim is to provide the participants with basic
competence in assessing the technical and le-
gal effects of intervention in connection with
high water flows.

As a step in securing knowledge and skills
provision within the area of dam safety, Sven-
ska Kraftnit has provided financial support
to, and participated in the governing body
for the Swedish Hydro Power Centre, SVC, a
centre for support of university education and
research within hydraulic engineering, water
turbines and generators. Svenska Kraftnit has
also provided support for a number of R&D
projects within the area of dam safety.

Further information is available in note 3.

Dam safety is an area where Svenska Kraftnat has a central role. Our commission includes working to limit damage caused by high flows and drawing attention
to the need for research within the area. We also have the central responsibility for supervision with regard to issues of dam safety as per chapter 11 of the
Environmental Code.
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Associated companies

Those associated companies in the Group

that have had the greatest impact on Svenska
Kraftnit’s net income are Nord Pool ASA,
Nord Pool Spot AS and Kraftdragarna AB.
Since they are associated companies, only
Svenska Kraftnit’s share of income in the
respective companies is included in the
Group’s net income. The share of income
for 2007 amounted to SEK 69 million
compared with SEK 48 million for 2006.
The improved income is largely due to
increased trading and clearing volumes and
higher financial revenues in Nord Pool ASA
compared with 2006.

Share of income in associated

companies

MSEK 2007 2006
Nord Pool ASA 59 36
Nord Pool Spot AS 10
Kraftdragarna AB

Others

Total 69 48



Research and development

Svenska Kraftnit’s research and development
activities aim at making the national grid
and system responsibility operations even
better with respect to reliability performance,
efficiency and environmental compatibility.
Development of knowledge and expertise

in collaboration with universities is also a
prioritised area. Research and development is
also supported within the area of dam safety
as well as risk and vulnerability questions for
the power system.

Svenska Kraftnit often undertakes re-
search and development in collaboration
with companies in the industry via the joint-
ly owned Elforsk AB. Svenska Kraftnit is also
joint owner of the development company
Stri AB in Ludvika. Other co-owners are
ABB, Statnett and Vattenfall. Research and
development projects are often carried out in
collaboration with the co-owners.

During 2007 several joint projects have
been initiated by the Nordic national grid
companies.

*  Measuring methods and instructions for
maintenance of tension joints.

* Studies of reliability in different designs
of switchyard. The goal is to find enhan-
ced solutions with respect to operational
reliability, economy and maintenance.

* The Nordic project to exchange mea-
surement values in real time using time
stamping is continuing. The system will
be put into operation during 2008. There
are a number of interesting applications
that will increase operational reliability
and facilitate better use of the capacity in
our common Nordic power system.

Systems consisting of sensors situated on
powerlines to provide warning of salt and
ice coverings on lines and their insulators are
currently being tested for salt covering on
the west coast and ice covering on a line in
Dalarna. The goal is to have an early warning
system for extreme weather conditions.
Maintenance of powerline corridors, i.e.
lopping trees and clearing vegetation is an
important and major aspect of the mainte-
nance operation. New techniques for better
assessment of status and risk of disruption

due to tall trees in powerline corridors have

priority. Two different projects are underway
and they are based on different technolo-
gies. The first one uses advanced measuring
techniques with lasers. The second method

is based on three dimensional photography
combined with advanced computerised inter-
pretation. The goal is to introduce the option
that is most appropriate for our maintenance
operation.

Dam safety is an important field in the
Hydraulic Engineering sphere of competen-
ce. The safe administration of the country’s
aging stock of dams requires sound know-
ledge and competence within areas such as
hydrology, hydraulics and dam construction
technology. With objectives including gua-
ranteeing the provision of engineering skills
within the area of dam safety, Svenska Kraft-
nit is supporting the activities at the Swedish
Hydro Power Centre. In addition support is
being provided for a number of R&D pro-
jects within the area of dam safety.

During 2007, Svenska Kraftnit utilised
SEK 29 (27) million for research and deve-
lopment within grid operations, including

dam safety and contingency activities.



Nordic and European cooperation

The excellent Nordic cooperation is

continuing

Cooperation within Nordel — the Nordic

national grid companies — has continued and

been intensified during 2007. Nordel has

set out a vision for cooperation in the future

and to facilitate communication regarding

Nordel’s work with groups of stakeholders.

Nordels strategic agenda for the work con-

tains four main components:

e A more efficient Nordic electricity market

* Continued integration of the Nordic elec-
tricity market with adjacent areas

* Strengthened and more effective planning-
and operating processes within Nordel

* Strengthened cooperation with system
operators in the nearby North European

region

Work in the next few years will be focussed on
these areas.

During the year Nordel has drawn up
guidelines as to how resources for peak load
capacity should be managed. If a Nordic
country decides that the Government or sys-
tem operators need to implement measures to
boost the peak power balance then Nordel has
produced recommendations for how this is
to proceed. The starting point is to minimise
negative impacts on the market. Recommen-
dations include how the peak power reserve
should be priced and activated and also how it
should be financed.

Furthermore, Nordel has agreed on a
proposal for harmonisation of the balance
service, including equalization of the char-
ges that operators pay. The proposal is now
being discussed with supervisory authorities
and operators in each country and the goal
is for the changes to be implemented by 1
January 2009.

To improve operational reliability a deci-
sion has been taken on harmonisation of
so-called ramping of HVDC-connections
between Nordel and continental Europe. The
decision means that the difference between
the power transmitted between two adjacent
hours is limited. The risk of too great varia-
tions in the electricity system’s frequency can
thereby be avoided.

A new IT system for operational collab-
oration between the Nordic control rooms
is under construction. It will be commis-
sioned in 2009.

Svenska Kraftnat’s staff take part in a number of joint forums within both the Nordic region and the rest of
Europe, both to develop operational reliability in electricity systems and to develop the electricity market.

The implementation of Nordels five prior-
ity projects Nea—Jdrpstrommen, the Southern
Link, Fenno-Skan 2, the Great Belt con-
nection and Skagerak 4 are in progress. The
Southern Link is now part of the larger South
West Link project. Work on a new joint sys-
tem development plan has been underway
during the year. It will constitute the basis for
the next phase of investments in the Nordic
national grid for an improved electricity mar-
ket and operational reliability. The plan will
be presented in early 2008.

During the year Nordel has expanded and
formalised collaboration with system opera-
tors in the immediate surroundings. Nordel
and UCTE have had a joint meeting. A
statement of intent regarding collaboration in
terms of planning has been agreed upon be-
tween Nordel and BALTSO, representing the
Baltic countries.

European collaboration will become
increasingly important

During 2007 Svenska Kraftnit has contin-
ued actively participating in the development
of the European electricity and gas market.
This has primarily taken place through the
organisation for cooperation between the
transmission system operator companies for
electricity (ETSO) and gas (GIE), but also
within the so-called regional initiative for
Northern Europe (i.e. the Nordic Countries,
the Baltic States, Germany and Poland).

The European Commission’s third
energy package

The EU Commission’s ”Strategic Energy
Review” was published in January 2007 and
it contained environmental goals and pro-
posals to improve the energy markets. This
was made concrete on 19 September 2007 in
a proposal for a third legislation package to
supplement the internal markets for electric-
ity and gas. These documents have character-
ized the discussion during the year.

The package proposes that existing direc-
tives for the electricity and gas markets, along
with accompanying ordinances, are adjusted
with the aim of improving market functions
and increasing security of supply. Further-
more, it is proposed that national supervisory
agencies should be stronger and more inde-
pendent, and that a new European agency
for regulators (ACER) should be created to
improve the collaboration.

Cooperation between system operators
is to be bolstered through a new formalised
European body, ENTSO, which according
to the proposal would replace the present or-
ganisation ETSO and also cover the regional
collaborations, e.g. UCTE and Nordel. The
key areas for cooperation will be to develop
commercial and technical regulations, and to
coordinate system operation and expansion
planning. In addition to its annual report,
ENTSO is expected to publish regular ten-

year investment plans and forecasts regar-
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Active participation in the development of the natural gas market in the Nordic region and in Europe is an
important task for a number of Svenska Kraftnat’s employees. This includes participation in the organisa-

tion for cooperation between the companies with system responsibility for gas (GIE).

ding available production both in winter and
summer. The work will largely be executed
through regional cooperation.

The EU Commission would also like to
effectively separate production/sales from
ownership of the networks. In the first place
a model is recommended where system re-
sponsibility is linked with ownership of the
national grids. Svenska Kraftnit is an example
of such a TSO organisation. As an alterna-
tive, an ISO model, i.e. with an independent
body holding system responsibility that does
not own the network, can be accepted as a
possible second-best solution. It entails one
company taking care of operation, planning
expansion of the national grid and energy
market issues, while one or several separate
companies own and have economic responsi-
bility for the actual networks.

The Nordic energy ministers appointed a
commission during the summer of 2007 to
investigate the benefits and disbenefits of a
Nordic ISO.

Work within ETSO

As a result of the proposal for the third pack-
age, during the year ETSO has commenced
discussions with the regional organisations for
system operators (UCTE, Nordel etc.). The
ambition is to set up ENTSO on a voluntary
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basis as soon as possible and to start work in
the spirit of the package before it is officially
adopted in some form.

The issue of transit compensation remains
high up on the agenda. Over a number of years
several authorities who hold system responsibi-
lity have signed voluntary agreements to com-
pensate each other for transit flows through the
national grids caused by international electri-
city trade. However, it has not been possible for
all parties to agree on a final distribution mo-
del. However, during 2007 all countries agreed
on an interim model for allocation of compen-
sation for 2008 and 2009. This is intended to
create time to find a final model that can apply
from 2010.

The work of increasing transparency in the
electricity market continues. The information
platform ETSO Vista (www.etsovista.org) has
been launched and further developed. Other
issues with which ETSO has been involved
include balance regulation, dealing with con-

gestion and peak power balances.

Regional work — Market coupling

2007 has seen a marked development towards
so-called market coupling in Europe. The
electricity exchanges and parties with system
responsibility in different countries are coo-

perating to create a more effective common

market, by selling electricity and transmis-
sion capacity simultaneously. This is partly
a consequence of the EU Commission and
supervisory bodies having taken the initiative
in the creation of regional forums to develop
the European electricity market more rapidly.

Market coupling has previously only been
applied between the areas belonging to the
same spot market. Nord Pool was a pioneer in
this context. However, market coupling has
been underway between France, Belgium and
the Netherlands since November 2006. This
has produced a more efficient electricity mar-
ket, often with a common exchange price in
all three countries (approximately 60 percent
of the time). There are now different prices
on the three exchanges only 2 percent of the
time. The goal is to expand the collaboration
to include Germany and Luxembourg and to
create a common electricity exchange in 2009.

In January 2008 a new cable, NorNed,
was put into operation between the Nether-
lands and Norway. The intention is to manage
the trading capacity in the cable by means
of market coupling, however there is still no
suitable solution and it can therefore not be
started until January 2009. Until then trading
capacity will be sold though a conventional
auction that takes place before the electricity
prices are set.

Another project involves the German-Da-
nish links where market coupling is to be in-
troduced from June 2008. The collaboration
is being conducted within a special organisa-
tion, EMCC, that is owned by the concerned
bodies with system responsibility and electrici-
ty exchanges. Discussions have been initiated
between Baltic Cable, EMCC and Svenska
Kraftnit to also manage the capacity in the
Swedish-German link, Baltic Cable, using
market coupling.

If all plans are implemented, five electricity
exchanges in nine countries will be intercon-
nected in 2009. This represents a major step

forward for the electricity market in Europe.

UCTE - Union for the Coordination of
Transmission of Electricity (organisation for
system operators in Continental Europe)

BALTSO — The organisation for Baltic sys-
tem operators

ETSO — European Transmission System
Operators

GIE — Gas Infrastructure Europe

ACER — Agency for Cooperation of Energy
Regulators

ENTSO — The working name for European
Network of Transmission System Operators

EMCC - European Market Coupling
Company



Environment

Svenska Kraftnits environmental responsibili-
ty does not only comprise the direct impact of
its activities on the environment, for example,
the impact of powerlines on the landscape,
the natural environment and residential
environments. Its responsibility also entails
taking the global environment into considera-
tion, for example when designing the Swedish
national grid for electricity to facilitate the
expansion of renewable energy generation in

the country.

During 2007 the environmental work has

been focussed on the following overall goals:

 Efficient energy use and a limited impact
on climate

* Limited use and lowest possible emissions
of hazardous substances

* A low level of encroachment from power-
lines and stations

* Rich biological diversity in our powerline

corridors
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In its environmental policy Svenska Kraftnit

undertakes to take environmental responsibil-

ity through:

* continually endeavouring to reduce the
environmental load of its activities

* integrating environmental issues into all
activities including environmental consid-
erations in all decisions

* setting clear environmental targets and
designing procedures for following-up,
evaluating and improving the environmen-
tal work

* taking account of environmental aspects
in procurements by setting environmen-
tal requirements for our suppliers and

contractors

The decision to construct the South West
Link supports the national environmental
quality objective ”Limited impact on climate”
by providing better preconditions for manag-

ing an extensive expansion of wind power

and other new forms of generation such as
biofuels and natural gas.

Transmission losses in the national grid are
also an important environmental aspect with
a global connection. One of the factors that
determines the size of the losses is the techni-
cal design of the plants. A new tool to enable
minimisation of the losses during operation has
been developed. The tool makes it possible for
the staff in the control rooms to simply deter-
mine what control measures that will best limit
the transmission losses. The tool is expected to
be operational in late 2008.

Svenska Kraftnit is working actively to re-
duce emissions of the greenhouse gas sulphur
hexafluoride (SF,) from circuit-breakers and
gas-insulated switchyards. The amount of gas
that is put into the equipment is continually
measured with the aim of detecting and rec-
tifying abnormally high leakage. Equipment
that leaks is replaced or sealed, and demands

are placed on the maintenance contractors
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Biological diversity in the powerline corridors is one of Svenska Kraftnat’s environmental goals. The recurrent clearances in the power line corridors create po-
tential refuges for endangered species that thrive in open habitats that are similar to the pastureland that was once common. Demonstration areas have been
set up in, for example, Lydinge in Uppland in order to emphasise the potential of the powerline corridor.
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Svenska Kraftnat’s prize for efforts that promote the environment was awarded for the first time in

early 2007.

with regard to handling the gas. Svenska
Kraftnit is also gradually tightening up the
requirements on seals when purchasing new
products. Emissions from the national grid’s
facilities are low, lower than what is required
for new equipment according to internatio-
nal standards.

CO, emissions from business trips were
lower in 2007 than in 2006, despite the fact
that Svenska Kraftnit’s investment activities
are growing and thus precipitating a greater
requirement for travel.

As Svenska Kraftnit is a major purcha-
ser of contract services, it is important to
ensure that the contractors engaged take the
environment into consideration. The most
important tools are the environmental requi-
rements that are included in the contractual
agreements along with following-up that the
requirements are met. A number of environ-
mental audits of construction and mainte-
nance contracts have been carried out during
the year. The experiences gained from these
audits has led to a number of environmental
improvements to the contracts. Several envi-
ronmental audits will be undertaken during
2008 with the aim of achieving further im-
provements.

Equipment filled with oil is used in
Svenska Kraftnit’s station facilities. A pro-
ject is underway to carry out an inventory of
the dimensions and status of oil collection
pits. Another project involves systematically
registering all PCB analyses that have been
carried out of oils in power transformers and
reactors. There are only a small number of
local transformers that are contaminated with
PCB. An inventory of buildings will be car-
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ried out during 2008 out to clarify whether
any buildings contain PCB.

During 2007 work has been completed
on the construction of embankments around
the subsidiary Svenska Kraftnit Gasturbiner
AB’s fuel tanks in three of the gas turbine
facilities. This thereby removes the risk of a
large amount of oil being able to contaminate
ground and water in the event of any damage
to a tank. The largest tank holds 13,500 m’
of oil.

Svenska Kraftnits environmental prize
was awarded for the first time in March
2007. The aim of awarding the prize, which
amounts to SEK 100,000, is to encourage
environmental improvements within Svenska

Kraftnic's field of operations. The first prize
was shared between the company ABB,
which has developed a circuit-breaker with
a large number of environmental benefits,
and the butterfly expert Ingemar Frycklund,
who has demonstrated through many years
of study that powerline corridors represent
important sites and refuges for species that
are otherwise endangered.

Adapting the management of the power
line corridors to benefit biological diversity
is a long-term goal. Inventories of a number
of powerlines have been carried out during
2007 with respect to biotopes that are rich
in species. Demonstration areas have been
organised where the results of the adapted
management practices can be studied. A ma-
nagement plan has been drawn up in collabo-
ration with the county administrative board
in Uppsala county for a section of powerline
with the aim of increasing the numbers of the
endangered marsh fritillary butterfly and its
distribution in the area. Collaboration with
the county administrative board in Jonkoping
country is also underway in a project where
the natural values in powerline corridors are
assessed and followed-up.

During the year all staff have completed
a web-based environmental training course
followed by a test. In addition some fifty per-
sons have completed basic, teacher-led envi-
ronmental training and around thirty project
managers and maintenance managers have
received training in waste management.

A more detailed description of Svenska
Krafinits environmental work is to be found
towards the end of the annual report.

All Svenska Kraftnat’'s employees have successfully completed a web-based environmental training
course. The aim is to enable employees to use their knowledge to make active choices to benefit the
environment both at work and outside it.



Employees

An attractive employer
— characterised by re-
sponsible enterprise

Svenska Kraftnit shall be an attractive
employer with competent employees who are
happy in their work.

Svenska Kraftnits values are efficiency,
quality, social responsibility, spirit of coop-
eration and teamwork. The values serve as
guidance in the task of achieving responsible
enterprise and being perceived as an attrac-
tive employer. The fact that the workplace is
values-led with active responsibility for social
development attracts new employees.

Svenska Kraftnit ensures satisfactory
skills provision by effective planning and
replacement of expertise. Svenska Kraftnit
has explicit targets for presence and absence
due to illness, more even age and gender
distribution and increased ethnic diversity.
Svenska Kraftnit collaborates with and sup-
ports selected universities in order to bolster
the recruitment base and has also initiated
targeted inputs in relation to upper second-
ary schools.

Staff should perceive that their resources
are used effectively and that the operation is
run with a high level of quality.

Leadership within Svenska Kraftnit
should be target-oriented, clear, transparent
and exercised in cooperation with the staff.

Staff in 2007

The number of full-time employed staff in
the Group at year-end was 287 (289), of
whom 202 (203) were men and 85 (86)
women. Staff turnover amounted to 6.2
(3.9) %. Sick leave during the year was 2.5
(3.8) %. The average age within the com-
pany is 47 (47). Distribution according to
age and gender is shown in the table below.
A total of 55 employees are due to retire
from Svenska Kraftnit within the next five

years.

Goals and outcomes for 2007
During 2007, Svenska Kraftnit has per-
formed a number of activities aimed at

achieving the following goals:

 The staff will continue to regard Svenska
Kraftnit as an attractive employer.

e The proportion of female employees will
increase to 30 %, as will the proportion
of female managers.

e Staff turnover will remain at a low level.

*  Sick leave will be reduced to below 3.0 %
and the proportion of long-term healthy
employees will be 60 %.

* A new management programme for pro-
spective managers will be started.

* Age distribution will increase through the
recruitment of younger staff.

* Each employee shall have a personal de-
velopment plan based on a fundamental
skills analysis.

* Svenska Kraftnit shall actively promote a
planned transfer of experience from older
to younger employees.

* Svenska Kraftnit shall be regarded both

Quantity

as a company that offers equal opportuni-
ties and as a very good employer for the
parents of young children.

¢ Collaboration with selected universities
will be further developed.

e Ethnic and cultural diversity shall be
promoted, e.g. through recruitment.

e The number of employees who change
jobs internally (job rotation) will increase
to 15.

During 2007 a total of 18 employees were
recruited, 8 of whom were women and 10
men. The average age of these new employ-
ees is 38 (36). Staff turnover has increased
during the year, and 10 employees have left
the company. 8 employees have ended their
employment due to retirement. During the
year 11 employees changed unit or depart-
ment within the company.

During the year 6 trainees — three women
and three men, all certified engineers — com-
pleted the trainee period and were given per-
manent positions.

The proportion of female staff remains
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at the same level as last year, just over 29 %.
The proportion of female managers had ho-
wever decreased to 21 % at year end.

During the year Svenska Kraftnit has
continued to focus on creating a healthier
company. Keep-fit activities are centred on
four overarching goals with the long-term
aim that Svenska Kraftnit will to an even
greater extent be a sound and healthy work-
place. These are:

e Sick leave shall be max 2.5 %

e The number of long-term healthy
employees shall be in excess of 65 %

 Physical fitness shall on average increase
by 20 %

* There shall be no work-related long-term
illnesses

In order to meet these targets, the company

is conducting activities in four sub-areas:
working environment, leadership, fitness and
rehabilitation. Absence due to illness has fallen
substantially compared with last year, chiefly
due to an effective process of getting the long-
term sick back to work.

The proportion of long-term sick leave
(longer than 60 days) has decreased to 1.1
(2.4) %, which has had a significant effect on
the total increase in sick leave. 51 (55) % of
the staff have not had one single day of sick
leave during the course of the year. At the end
of the year one of the company’s employees
was sick on a long-term basis.

During the course of the year the company
has invested SEK 13,000 per employee in ex-
ternal development activities. During the year
Svenska Kraftnit instigated a leadership pro-
gramme for 11 managers that will continue
during 2008.

Almost all employees have had at least
one performance appraisal during the year,
which has also included a record of the need
for development.

An annual analysis is made of the expe-
rience and expertise of employees who are
due to finish working at Svenska Kraftnit
over the next five-year period. This task en-
tails compiling what types of knowledge are
of critical importance to the company and
which must be transferred to other employ-
ees in some form. One to two years before an
employee is due to go into retirement, an as-

sessment is made of which activities need to
be carried out so that important knowledge
is retained within Svenska Kraftnit. During
2007, the company has planned for this type
of skills transfer for 22 employees.

The gender equality plan and the work
environment plan has been updated during
the year and the company’s perception is
that work on gender equality and the work
environment is regarded as positive. The staff
regard the company as a very good employer
for parents of young children. During the
year the Swedish Association of Graduate
Engineers designated Svenska Kraftnit as
Sweden’s most family friendly company,
among companies which employ a lot of
engineers.

During the year the company has par-
ticipated in four careers fairs; two days at
KTH in Stockholm, one day at Chalmers in
Géteborg and one day at the University in
Halmstad.

Svenska Kraftnat's goals
for 2008

Svenska Kraftnit’s staff should perceive that
their resources are used effectively and that
the operation is run with a high level of
quality and with social responsibility for sus-
tainable development. Svenska Kraftnit will
focus its work for 2008 within the following
target areas:

e Skills planning

¢ Health and fitness

e Gender equality and diversity

e Leadership

e Well-being, cooperation and good
working conditions

A survey of attitudes will be implemented
during 2008 to gauge how well Svenska Kraft-
nit is fulfilling its goals.

Skills planning

During 2008 the increased rate of investment
will have a pronounced effect on skills plan-
ning. The rate of recruitment will increase as
well as the need for all staff to develop their
own skills in line with these changes. Svenska
Kraftnit will also have to increase its efforts

Sick leave (%) Up to 29 years old 30-49 Over 50 Total
Women 0,4 4,6 3,4 3,8
Men 0,6 1,3 2,4 1,9
Total 0,5 2,6 2,6 2,5
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The proportion of women in Svenska Kraftnat is almost 30 %.

to stimulate job rotation and generate greater
opportunities for planned skills transfer.

Skills planning shall also focus on future
management provision and the development
of specialists. It is also based on changes that
require special efforts, primarily the effect of a
large number of retirements. Svenska Kraftnit
must also be active at upper secondary schools
and universities in order to secure new genera-
tions within the electricity industry.

Goals for 2008:

e Each employee shall have a personal de-
velopment plan based on a fundamental
skills analysis

*  Svenska Kraftnit shall actively promote a
planned transfer of experience from older
to younger employees

e Staff turnover will remain at a low level

¢ Collaboration with selected universities
and upper secondary schools will be

further developed



e Age distribution will increase through the
recruitment of younger staff

e The number of employees who change
jobs internally (job rotation) will increase
to 15.

 Svenska Kraftnit will invest at least SEK
15,000 per employee in skills develop-
ment

Health and fitness

During the year Svenska Kraftnit will conti-
nue to focus on creating a healthy company.
Keep-fit activities will be both preventive
and remedial and will lead to a reduction

in absence due to ill-health and consequent
increase in attendance at work. A clearly
articulated goal is that no employees should
be sick on a long-term basis.

Goals for 2008
e Sick leave will be reduced to under 2.5 %

* The proportion of long-term healthy

Despite the company having a large number of engineers, the goal is to increase the proportion.

employees will increase to 60 %
e There shall be no work-related illnesses
¢ All long-term sick shall return to work

Gender equality and diversity

Svenska Kraftnit will take active measures to
promote both gender equality and diver-
sity. The large number of retirements will
facilitate active recruitment of both female
staff and employees from other cultures. The
company shall also be regarded as beneficial
for the parents of young children.

Goals for 2008

e The proportion of female employees will
increase to 30 % and the proportion of
female managers to 25 %

* Svenska Kraftnit shall be regarded both
as a company that offers equal opportu-
nities and as a very good employer for the
parents of young children

 Ethnic and cultural diversity shall be pro-
moted, e.g. through recruitment

Leadership

First-rate, clear leadership is an important
prerequisite in creating an attractive com-
pany. Svenska Kraftnit must actively develop
its managers, but also ensure that it produces
a good supply of managers for the future

Goals for 2008

* A programme to produce future managers
shall be implemented during the year

* A management programme for new mana-
gers shall commence during the year

¢ The proportion of female managers within
the company must increase

Well-being, cooperation and good wor-
king conditions
The annual survey of attitcudes will give
the company information on how well we
are living up to being a company in which
employees feel involved, are content, partici-
pate and perform satisfactorily.

The attitude survey will focus on measur-
ing the following target areas:

* That the staff continue to regard Svenska
Kraftnit as an attractive employer

* That the staff consider that there is coo-
peration in relation to important issues

* That Svenska Kraftnit has sufficient
resources to carry out its commissions
satisfactorily

* That the work is characterised by ef-
ficiency and quality

* That the leadership within the company
maintains a high quality

¢ That the staff experience job satisfaction

* That the work environment is regarded as
healthy and safe

* That the staff feel well-informed

e That skills planning is thorough and
focused on the future

* That the staff are healthy, enjoy their
work and consider their working condi-
tions to be good

Goals for 2008/2009

The substantially increased rate of invest-
ment will have a pronounced effect on the
company’s skills provision in the coming
years.

The prospects for recruiting skilled
employees will continue to be good. We will
actively increase the proportion of women
and female managers within Svenska Kraft-
nit, primarily in the engineering departments.
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Svenska Kraftnit also intends to invest in
measures that further reduce sick leave and
increase the number of full-time healthy
employees.

Svenska Kraftnit will continue to con-
duct employee surveys in order to measure
the extent to which employees are satisfied
with their work and the company.

The focus for 2008/2010 will be:

e New recruitment of specialists in order to
cope with the increased rate of investment
and large number of retirements

* Active recruitment of young academics
and female employees and managers

e Skills analyses and personal development
plans for all employees

* Increased focus on our managers

* A focus on the transfer of skills from
older to younger employees

* Sick leave reduced to under 2.5 %

* The proportion of full-time healthy
employees shall be at least 60 %

*  Good contacts with upper secondary
schools and universities

Incentive programme 2007

The purpose of Svenska Kraftnit’s incen-
tive programme is to create involvement in
order to achieve a high level of operational
reliability, a sound financial result, good
cost effectiveness and a well-function-

ing company. This will enable Svenska
Kraftnit’s primary objective to be fulfilled: a
reliable and effective national grid.

In 2007 there were also sub-goals for reduced
carbon dioxide emissions during business
travel, environmentally approved construc-
tion and maintenance contracts and imple-
mentation of courses in the environment

and IT-security. The programme covers all
employees apart from the Director General,
whose financial conditions are determined by
the Government.

The incentive programme is structured so
that the maximum bonus is one month’s
salary. The outcome for 2007 was 100 % of
a monthly salary. The allocation for 2007 is
SEK 13.3 (7.9) million, including national
insurance expenses.

Governance for the Group

The operations of the Svenska Kraftnit
Group for 2007 have been regulated primarily
through the Ordinance (1991:2013), includ-
ing the instruction for the parent entity
Svenska Kraftnit, and through the annual
letter of governance. In connection with the
adoption of the national budget for the next
year, Parliament decides on Svenska Kraftnics
investments and financial operations. The
letter of governance, within the expense area
21 Energy, describes the assignments and
regulates the scope, conditions and authoriza-
tions for Svenska Kraftnit.
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The government appoints the Board of Direc-
tors and the Director General for Svenska
Kraftnit. According to 59 of the Ordinance
including the instruction for Svenska Kraft-
nit, the Director General and staff representa-
tives are also included in the Board.

According to the letter of governance, the
statement of accounts in Svenska Kraftnit’s
annual and interim reports shall follow the
policies and guidelines in the State owner-
ship policy where these are applicable for the
Svenska Kraftnit Group.

From 1 January 2008 the Government

has issued a new regulatory ordinance
(2007:515), which applies to all Govern-
ment authorities and public utilities. A new
instruction for the parent entity Svenska
Kraftnit (2007:1119) has come into effect
from 1 January 2008. A new ordinance on
internal governance and control (2007:603)
for Svenska Kraftnit as an authority also ap-
plies from the same date.



The Board of Directors and its work

The Board of Directors

The Board of Svenska Kraftnit consists of During 2007 the work of the Board has been ¢ The need for investment in the national
ten members including two staff associa- primarily focused on: grid
tion representatives. The Board has held five ¢ The company’s long-term development * The expansion of wind power in Sweden
meetings during the year. * Financial efficiency * The Nordic electricity exchange

* Ongoing investment programme * Environmental issues

Svenska Kraftnat's internal controls

The primary internal control takes place in is based on annual financial planning with review the operation according to an annual
the ordinary operation in the line organisa- monthly reports. In addition there is an auditing plan.
tion. The internal report- and control system  internal auditor who is commissioned to
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Financial reports

Income statements — the Group
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Jan-Dec Jan-Dec

MSEK Note 2007 2006
Operating revenue
Network revenue 1 Sk 3 050
System responsibility revenue — electricity 2 2 531 3 388
Telecommunications revenue 71 67
System responsibility revenue — natural gas 41 36
Renewable electricity certificates 10 20
Government grant for power contingency planning 3 264 253
Activated work for own account 4 32 24
Total operating revenue 6 326 6 838
Operating expenses
Personnel expenses 5) 251 -208
Purchase of loss power -762 -698
Purchased balancing power 2177 -3 024
Other operating expenses 6 -1 751 -1 651
Depreciation of tangible

and intangible fixed assets 13,14 -590 -569
Total operating expenses -5 531 -6 150
Share of income in associated companies 7 69 48
Operating income 8 864 736
Result from financial investments
Result from other securities and receivables

that are fixed assets 9 11 2
Interest income and similar income items 10 7 8
Interest expenses and similar expense items 11 -145 -60
Income after financial items 737 681
Tax on income for the year 12 -5 -5
Net income for the year 732 676
Income attributable to:

The state 733 678

Minority shares -1 -2



Comments on Income Statements

Operating revenue and expenses

The Svenska Kraftnit Group’s operating rev-
enue amounted to SEK 6,326 (6,838) million,
a decrease of SEK 512 million.

The Group’s network revenue increased by
SEK 327 million compared with the previous
year. The increase is due to the substantial rises
in congestion revenue during the second half
of the year that totalled SEK 641 million com-
pared with SEK 320 million last year. Energy
dependent revenues from transmissions on the
national grid also increased during the latter
half of the year and totalled SEK 1,271 (1,233)
million.

System responsibility revenue for electricity
amounted to SEK 2,531 million and decreased
by SEK 857 million. Included in this item is
sold balancing power, which decreased by SEK
799 million as a result of lower electricity prices
during the year. The telecommunications op-
eration’s external revenue increased during the
year after a new agreement with the customers,
and amounted to SEK 71 (67) million. System
responsibility revenue for natural gas was SEK
41 (36) million. The increase in revenue is due
to the fact that customer contracts have been
modified.

Contingency planning has utilised funds
amounting to SEK 264 (253) million, which is
equivalent to the costs of contingency measures
undertaken. Of these, SEK 250 (240) million
has been financed by appropriations and SEK
12 (12) has been received in the form of grants
from the Swedish Emergency Management
Agency and SEK 2 (1) million from the Na-
tional Post and Telecom Agency.

Management of renewable electricity cer-
tificates produced revenue of SEK 10 (20) mil-
lion. The fees for renewable electricity certifi-
cates are set by the government and regulated
in accordance with the ordinance (2003:120)
on renewable electricity certificates. The level
of fees was lowered in October 2006, which
explains the reduced revenue.

The Group’s operating expenses amounted
to SEK 5,531 (6,150) million.

Staff expenses amounted to SEK 251 mil-
lion, an increase of SEK 43 million compared
with last year. The increase is primarily due to
new mortality assumptions for calculating the
parent entity’s pension liability and a provision
for payroll tax on the pension liability, together
SEK 22 million. Last year a downward adjust-
ment was made to the opening pension liability
of SEK 8 million.

Expenses for purchase of loss power were

SEK 762 million, which is an increase of SEK

64 million. The increase in costs is due to the
fact that transmission losses were 0.3 TWh
greater than in 2006.

Expenses for balancing power decreased by
SEK 847 million during the year as a conse-
quence of the generally lower electricity prices.

The Group’s other operating expenses in-
creased by SEK 100 million. Costs for coun-
ter-trade increased by SEK 120 million during
the year as a result of a number of factors. In
February Svenska Kraftnit had to resort to
counter-trade in order to reduce transmission
of electricity to another section of the national
grid when two extreme operational situations
arose on account of loss of nuclear generation.
Expenses for these measures amounted to SEK
80 million. Further counter purchasing was
implemented during the summer to a value of
SEK 44 million in connection with the work
of installing a new switchyard north-east of
Varberg.

Depreciation of tangible and intangible
fixed assets amounted to SEK 590 (569) mil-

lion.

Operating income

Operating income for the Group increased by
SEK 128 million to SEK 864 million. Operat-
ing income consists of external revenue and
expenses in the business segments and the share
of income from associated companies. The
operating income includes Group depreciation
and write-downs.

The predominant business segment in
Svenska Kraftnit’s operations is Network, with
an operating income for the year of SEK 791
(677) million. The improved income is largely
due to increased congestion revenues during
the latter six months. Some items concern both
the business segments Network and System re-
sponsibility for electricity. It has not been possi-
ble to attribute some activities to a single busi-
ness segment. The costs for such activities have
been allocated on a standard basis between the
two segments.

The business segment System responsibility
for electricity generated an operating income of
SEK -38 (-41) million. This is SEK 3 million
more than last year and is explained by some-
what lower expenses for primary regulation on
account of the lower price of electricity.

Operating income from telecom operations
amounted to SEK 30 million, which is a dete-
rioration of SEK 1 million compared with last
year. The main explanation is increased depre-
ciation during 2007.

There was a decrease in operating income

from the renewable electricity certificate opera-
tion of SEK 7 million to SEK 7 million and
System responsibility for natural gas showed

a positive operating income of SEK 5 (7) mil-
lion.

There are six associated companies in the
group and Svenska Kraftniit only includes its
own share of income in the results of these
companies in the accounts. The share of in-
come for 2007 amounted to SEK 69 (48) mil-
lion. Nord Pool ASA is responsible for SEK 59
million of the SEK 69 million that affects the
operating income after increased activity within
the clearing operation during the year.

The operating margin for the Group
amounted to 13.7 (10.8) %, which is 2.9 per-
centage points higher than the previous year.

Net financing

The Group’s net financial income/expense
amounted to SEK -127 (-55) million. This is
a deterioration of SEK 72 million compared
with 2006.

The result from other securities and receiva-
bles that are fixed assets amounted to SEK 11
(2) million and has been positively affected
during the year as a result of exchange rate dif-
ferences of SEK 9 million.

The Group’s interest income rose by SEK 4
million to an outcome of SEK 7 million on ac-
count of higher interest-rate levels during 2007.

The Group’s interest expenses and simi-
lar items amounted to SEK 145 and thereby
increased by SEK 85 million. The increased
interest expenses are primarily due to the fact
that the parent entity has allocated a provision
for indexation of the company’s pension liabil-
ity in accordance with new security grounds
that the National Government Employee Pen-
sions Board has adopted for public utilities.
Svenska Kraftnit has chosen to apply this from
31 December 2007. Interest expenses thereby
increased by SEK 66 million. Group interest
expenses have generally increased on account
of higher interest-rate levels on interest-bearing
liabilities.

The interest coverage ratio fell to 6.1 (12.4)

as a consequence of this.

Net income for the year
The Group’s net income for 2007 amounted
to SEK 732 million, which is SEK 56 million
higher than in 2006. The result means a return
0f 8.9 (7.9) % on adjusted equity.

The net profit margin with a deduction for
standard tax was 8.3 (7.1) %.
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Balance sheet — the Group
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MSEK Note 2007-12-31 2006-12-31
ASSETS

Fixed assets

Intangible fixed assets 13 226 224
Tangible fixed assets 14 8 549 8 545
Shares and participations in associated companies 16 403 357
Long-term receivables 59 5%
Income taxes recoverable 5 4
Total fixed assets 9 242 9 185
Current assets

Inventories 93 89
Current receivables 17 418 306
Prepaid expenses and accrued income 19 577 412
Liquid funds 51 59
Total current assets 1139 866
Total assets 10 381 10 051
EQUITY AND LIABILITIES

Equity referable to owners

Government capital 600 600
Other paid-up capital 3314 3314
Retained earnings incl. net income for the year 2 873 2 579
The Government’s capital 6 787 6 493
Minority interests 45 46
Total equity 6 832 6 539
Long-term liabilities

Interest-bearing liabilities 20 1616 1 960
Non-interest-bearing liabilities 327 356
Advance payments from customers 93 102
Deferred tax 24 19
Provisions for pensions 21 361 253
Total long-term liabilities 2421 2 690
Current liabilities

Interest-bearing liabilities 22 98 98
Accounts payable 400 274
Other liabilities 57 60
Accrued expenses and prepaid income 23 573 390
Total current liabilities 1128 822
Total equity and liabilities 10 381 10 051
Pledged securities None None
Contingent liabilities 24, 25 20 20



Comments on Balance
Sheets

Balance sheet total

The consolidated balance sheet total
amounted to SEK 10,381 (10,051) million,
which is an increase of SEK 330 million.

Fixed assets

Svenska Kraftnit’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 of these is SEK 226 (224) mil-
lion. The increase is due to the fact that
investments in computer programs of SEK
35 (36) million, including a new settlement
system, are greater than depreciation for the
year.

The tangible assets consist primarily of
power cables, stations, buildings and land,
fibre-optic connections and other techni-
cal facilities and construction in progress.
The value of the tangible assets amounted
to SEK 8,549 (8,545) million, which is a
slight increase of SEK 4 million. Net invest-
ments during the year have been higher than
depreciation.

The other fixed assets consist of partici-
pations in associated companies, long-term
receivables from associated companies and
income taxes recoverable. Participations in
associated companies amounted to SEK 403
(357) million. Profit participation in the fi-
nancial statements is SEK 69 million, which
increased Svenska Kraftniit’s participations in
associated companies. During the year, the
parent entity received a dividend of SEK 23
(19) from Nord Pool ASA.

Current assets

Current assets amounted to SEK 1,139
(866) million. The increase mainly relates

to a higher level of accounts receivable and
higher prepaid expenses and accrued income
compared with 31 December 2006. Liquid
funds amounted to SEK 51 (59) million at
year end, a decrease of SEK 8 million.

Equity

Equity at year-end was SEK 6,832 (6,539)
million, of which SEK 2,873 (2,579) mil-

lion consisted of retained earnings. During

the course of the year, SEK 439 (1,573)

million has been distributed to the Govern-
ment. Net Group income for the year

amounted to SEK 732 (676) million.

Long-term liabilities

The Group’s long-term liabilities that are
interest-bearing consist of the parent entity’s
loans with the National Debt Office of SEK
471 (709) million and SwePol Link’s bank
loans of SEK 1,145 (1,251) million.

The interest-bearing borrowing require-
ments in the Group have decreased during
2007 by SEK 344 million. The average
interest on the loans for the Group has been

3.9 (3.4) %.
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Advance payments from customers with-
in fibre-optic operations amounted to SEK
93 (102) million. The agreement periods
vary from 15 to 25 years and the advance
payments are taken up as income during this
period.

The level of the net loan debt decreased
by SEK 228 million and amounted to SEK
2,024 (2,252) million. The decrease is pri-
marily due to improved operating income
for the year, which delivered the opportuni-
ty to reduce the debt to the National Debt
Office. This had an impact on the debt/eq-
uity ratio, which increased during the year

to 33 (38) %.
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Cash flow statements — the Group

MSEK 2007 2006
The year’s operations
Operating income 864 736
Adjustment for items not included in cash flow
Depreciation 590 569
Other items -2 -22
Interest paid -79 -58
Cash flow from operations before changes in

working capital 1373 1225
Changes in working capital
Change in inventories -4 -16
Change in current receivables 277 58
Change in current liabilities 306 -31
Cash flow from the year’s operations 1 398 1 236
Investment activities
Investments in tangible and intangible fixed assets -596 478
Change in long-term receivables 0 0
Sale of fixed assets 0 2
Cash flow from investment activities -596 -476
Financing activities
Change in interest-bearing liabilities -344 627
Change in other long-term liabilities -29 -26
Advance payments from customers 2 7
Dividend paid -439 -1 573
Cash flow from financing activities -810 -965
Cash flow for the year -8 -205
Liguid assets at the beginning of the year 59 264
Liquid assets at year-end 51 59

Comments on Cash Flow
Statements

The purpose of the Cash Flow Statement

is to describe the capacity of the Svenska
Kraftnit 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 is understood to be cash and bank

balances.

The year’s operations

Cash flow from the year’s operations before
changes in operating capital increased

by SEK 148 million compared with the
previous year and amounted to SEK 1,373
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million. Cash flow from the year’s operations
amounted to SEK 1,398 (1,236) million.
The improvement is primarily a result of the
higher level of operating income.

Investment activities

Investments made by the Group increased
during the year and amounted to SEK 596
(478) million. Investments in the parent
entity amounted to SEK 557 (462) million,
SEK 3 (10) million in the subsidiary SwePol
Link and SEK 36 (6) million in Svenska
Kraftnit Gasturbiner AB.

Financing activities

The Group’s interest-bearing liabilities
decreased by SEK 344 million, whereas they
increased by SEK 627 million in 2006.

Interest-bearing liabilities in the parent
entity decreased by SEK 238 million, and
in the subsidiary SwePol Link external in-
terest-bearing liabilities decreased by SEK
106 million. Svenska Kraftnit Gasturbiner
AB’s in-Group interest-bearing liability was
unchanged at SEK 157 million. SEK 439
(1,573) million has been paid to the Gov-
ernment.

Cash flow for the year amounted to SEK
-8 million compared with SEK -205 million
in 2006.

The dividend paid is reported against
an income title, linked to the Government
budget, in accordance with the table on the
next page, in TSEK.



Change in equity — the Group

Referable to the Government Referable Total
Government capital Other Profit brought Total to minority equity
paid-up forward incl. interests

capital net income for

MSEK the year
Opening balance 2006 600 3314 3474 7 388 48 7 436
Dividend - = -1 573 -1 573 = -1 573
Net income for the year — — 678 678 -2 676
Closing balance 2006 600 3314 2 579 6 493 46 6 539
Opening balance 2007 600 3314 2 579 6 493 46 6 539
Dividend — — -439 -439 — -439
Net income for the year — — 733 733 -1 732
Closing balance 2007 600 3314 2 873 6 787 45 6 832

Profit brought forward including net income for the year

Profit brought forward including net income
for the year is constituted by profit accrued
in the parent entity, in subsidiaries as well

as Svenska Kraftnit’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 Kraftnit were an independent
group with formal ownership. Svenska
Kraftnit is a public utility and a part of the

Swedish Government.

The allocation of profit proposed in the
annual report for 2006 of SEK 439 million

was adopted by the Government.

Income title, TSEK Amount to Amount
pay in paid in
2116 Parent entity’s delivered dividend 439 000 439 000
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Income statements — Parent Entity

Jan-Dec Jan-Dec

MSEK Note 2007 2006
Operating revenue
Network revenue 1 3162 2 849
System responsibility revenue — electricity 2 2 532 3 389
Telecommunications revenue 71 67
System responsibility revenue — natural gas 41 36
Renewable electricity certificates 10 20
Government grant for power contingency planning 3 264 253
Activated work for own account 4 32 24
Total operating revenue 6112 6 638
Operating expenses
Personnel expenses 5 -250 -208
Purchase of loss power -762 -698
Purchased balancing power 2191 -3 027
Other operating expenses 6 -1 748 -1 652
Depreciation of tangible

and intangible fixed assets 13, 14 -446 -426
Total operating expenses -5 397 -6 011
Operating income 715 627
Result from financial investments
Result from other securities and receivables
that are fixed assets 9 41 26
Interest income and similar income items 10 7 2
Interest expenses and similar expense items 11 -89 -7
Income after financial items 674 638
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Balance sheets — Parent Entity

MSEK 2007-12-31 2006-12-31
ASSETS Note

Fixed assets

Intangible fixed assets 13

Capitalized expenditure for computer programmes 21 24
Land rights 64 67
Rights of use 46 49
Construction work in progress 95 84
Total intangible fixed assets 226 224
Tangible fixed assets 14

Buildings and land 223 169
Machinery and equipment 5 832 5 989
Construction work in progress 662 450
Total tangible fixed assets 6 717 6 608
Financial fixed assets

Shares and participations in Group companies 15 12 12
Receivables from Group companies 145 144
Shares and participations in associated companies 16 177 177
Receivables from associated companies 59 515
Total financial fixed assets 393 388
Total fixed assets 7 336 7 220
Current assets

Inventories 6 2
Current receivables

Accounts receivable 314 210
Receivables from Group companies 29 26
Receivables from associated companies 3 4
Other receivables 48 18
Receivables from the public utility’s cheque account 18 28 48
Prepaid expenses and accrued income 19 574 411
Total current receivables 996 717
Cash and bank balances 28 11
Total current assets 1 030 730
Total assets 8 366 7 950
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Balance sheets — Parent Entity

MSEK Note 2007-12-31 2006-12-31
EQUITY AND LIABILITIES

Equity

Restricted equity

Government capital 600 600
Restricted reserves 3314 3314
Total restricted equity 3914 3914
Retained earnings incl. net income for the year 1875 1676
Net income for the year 674 638
Total unrestricted equity 2549 2314
Total equity 6 463 6 228
Interest-bearing provisions

Provisions for pensions 21 361 253
Interest-bearing long-term liabilities 20 471 709
Non-interest-bearing long-term liabilities

Non-interest-bearing liabilities 0 1
Advance payments from customers 93 102
Total non-interest-bearing long-term liabilities 93 103
Non-interest-bearing current liabilities

Accounts payable 388 264
Other liabilities 19 27
Accrued expenses and prepaid income 23 571 366
Total non-interest-bearing current liabilities 978 657
Total equity and liabilities 8 366 7 950
Pledged securities None None
Contingent liabilities 24, 25 20 20
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Cash flow statements — Parent Entity

MSEK 2007 2006
The year’s operations

Operating income 715 627
Adjustment for items not included in cash flow

Depreciation 445 426
Other items 55 30
Interest paid -26 -16
Cash flow from operations before changes in

working capital 1189 1 067
Changes in working capital

Change in inventories -4 3
Change in current receivables -279 49
Change in current liabilities 321 -39
Cash flow from the year’s operations 1227 1 080
Investment activities

Investments in tangible and intangible fixed assets -557 -462
Change in long-term receivables 0 0
Sale of fixed assets 0 0
Cash flow from investment activities -557 -462
Financing activities

Dividend received 23 19
Change in interest-bearing liabilities -238 709
Change in other long-term liabilities -1 -1
Advance payments from customers 2 7
Dividend paid -439 -1 573
Cash flow from financing activities -653 -839
Cash flow for the year 17 -221
Liquid assets at the beginning of the year 11 232
Liquid assets at year-end 28 11
Liquid assets at year-end 11 232

Change in equity — Parent Entity

Other paid-up

Profit brought forward
incl. net income

MSEK Government capital capital for the year Total
Opening balance 2006 600 3314 3249 7 163
Dividend — — -1 573 -1 573
Net income for the year — — 638 638
Closing balance 2006 600 3314 2314 6 228
Opening balance 2007 600 3314 2314 6 228
Dividend — — -439 -439
Net income for the year — — 674 674
Closing balance 2007 600 3314 2 549 6 463
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Seven year review for the Group

MSEK 2007 2006 2005 2004 2003 2002 2001
Income statement

Operating revenue 6 326 6 838 5 885 5 335 5633 5096 4887
Operating revenue excluding depreciation -4 941 -5 581 -4 445 4201 4717 -3967 -3551
Depreciation -590 -569 -558 -537 -527 -512 -493
Share of income in associated companies 69 48 30 23 19 40 37
Operating income 864 736 912 620 408 657 880
Financial items -127 -55 -29 -67 -118 -109 -145
Income after financial items 737 681 883 553 290 548 735
Tax on income for the year -5 -5 -3 -15 1 -5 6
Net income for the year 732 676 880 538 291 543 741

Balance sheet

Intangible fixed assets 226 224 207 171 132 110 74
Tangible fixed assets 8549 8 545 8 655 8 916 9081 9240 9424
Financial fixed assets 467 416 391 372 364 372 178
Inventories 93 89 73 69 71 59 62
Current receivables 995 718 776 681 677 835 715
Liquid funds Bl 59 264 120 99 165 212
Total assets 10 381 10051 10366 10329 10424 10 781 10 665
Equity 6 832 6 539 7 435 6 892 6664 6729 6661
Long-term liabilities

Interest-bearing 1616 1 960 1333 2423 2667 2813 2968
Non-interest-bearing 444 477 505 111 112 104 104
Provisions 361 253 240 220 195 190 168
Current liabilities

Interest-bearing 98 98 98 128 127 138 138
Non-interest-bearing 1 030 724 755 555 659 807 626
Total equity and liabilities 10381 10051 10366 10329 10424 10 781 10 665

Key business ratios

Return on adjusted equity after tax % 8,9 7,9 10,1 6,2 8.5 6,6 8,9
Return on total capital % 8,6 7,3 8,9 5,8 3,9 8,3 7,7
Return on capital employed % 10,7 9,0 10,8 6,7 4,6 8,4 10,6
Equity/assets ratio % 58,8 58,5 62,8 59,2 57 5585 55,4
Operating margin % 13,7 10,8 15,5 11,6 7,2 12,9 18,0
Net profit margin after tax % 8,3 7,1 10,8 7,0 3,7 7,6 10,7
Capital turnover ratio % 61,9 67,0 56,9 51,4 53,1 48,1 45,6
Debt/equity ratio % 33 38 22 43 49 50 51
Selffinancing level times 2,1 2,8 4.4 2,6 2,0 2,3 8,3
Interest coverage ratio times 6,1 12,4 21,5 7,6 3,3 4,6 5,6
Other

Internally allocated funds MSEK 1 364 1225 1447 1 089 844 989 1 230
Net liability MSEK 2 024 2 252 1 407 2 651 2897 2982 3062
Investments MSEK 596 478 338 410 411 460 363
Average no. of employees 289 282 277 269 261 249 241
Energy supplied to the national grid TWh 120,5 119,8 127,7 123,5 117,7 125,2 1251
Energy extracted from the national grid  TWh 117,7 117,3 124,5 120,7 115,2 122,5 122,3

Energy losses TWh 2,8 2,5 3,2 2,7 2,5 2,7 2,8



Additional information and notes

Accounting and valuation
principles

Basis for drawing up the reports
Svenska Kraftnits accounts comply with
Ordinance (2000:606) on public author-
ity book-keeping and the Swedish National
Finance Management Authority’s (ESV’s)
regulations and general advice. The ordi-
nance corresponds with the Book-Keeping
Act but is adapted to the special precondi-
tions that apply for Government authorities
and utilities. With certain exceptions that
are stipulated in the document on Govern-
ment appropriations, the Annual Report is
drawn up in accordance with the Ordinance
(2000:605) on annual reports and budget
input and ESV’s regulations and general
advice. Part of Svenska Kraftnits operations
— contingency planning — is financed via
Government grants. For this particular activ-
ity, the provisions of Ordinance (1996:1189)
on grants also applies, which among other
things regulates the principles for grant set-
tlement and how non-utilised funds may be
retained between different budget years.
Svenska Kraftnit has made departures
from the above ordinance when preparing
the Group’s income statements and balance
sheets, cash flow statements and changes in
equity. This is in order to provide a more
true and fair picture of the Group’s financial
status and better comparability with Swedish

groups quoted on the stock exchange.

Preconditions for the drafting of the
Group’s financial reports

The parent entity’s functional currency for
reporting is Swedish kronor for both the
parent entity and the Group. All amounts
that are given are rounded off to the nearest
million kronor (MSEK) unless otherwise
indicated. Items related to income statements
refer to the period 1 January — 31 December.
Ttems related to balance sheets refer to 31
December. Figures within brackets apply to
the previous year’s values.
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Consolidated accounts
principles

The extent of the group

Svenska Kraftnit comprises the parent
entity, the Svenska Kraftnit public utility,
along with three subsidiaries and six as-
sociated companies. The parent entity is
a Swedish public utility that has its head
office in Stockholm. The Group is under
the controlling influence of the Swedish
government.

The subsidiaries and associated com-
panies are limited liability companies or
companies with a corresponding legal status
abroad.

One of the subsidiaries, SwePol Link AB,
has in turn 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 shares in the subsidiary are elimi-
nated 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 in-
come and equity in part-owned subsidiaries
are presented separately in the calculation of
the Group’s net income and equity. Internal
profits within the Group are eliminated in
their entirety.

Associated companies are reported in
accordance with the equity method. This
means that the book value of shares and
participations in associated companies in
the consolidated accounts is valued at the
Group’s share of the associated companies’
equity. Svenska Kraftnits share of the associ-
ated companies’ result is thereby included in
the Group’s result and dividend 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 tax liability 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 report-
ing currency, is used in the consolidated ac-
counts. Assets and liabilities are translated to
the exchange rate on the balance sheet date.
Unrealised exchange rate gains and exchange
rate losses are included in the result.

The subsidiary SwePol Link AB’s Polish
subsidiary’s annual accounts have been trans-
lated into Swedish kronor in accordance with
the monetary method, which means that
monetary items are translated into the bal-
ance sheet date rate and non-monetary items
into the rate at the time of the investment.
The translation difference between mon-
etary assets and liabilities is included in the
net income for the year for the Group and is
reported in the income statement. The mon-
etary method is used because the operations
of the Polish company are regarded as an
integrated part of SwePol Link AB’s activities.

Revenue accounting

Revenues are reported to the extent to which
it is likely that the financial advantages will
be to the benefit of the Group and that the
revenues can be calculated in a reliable way.
Revenues are reported net of VAT. Intra-
group sales are eliminated in the consolidated

accounts.

Network revenue
Network revenue consists of both power
charges and energy dependent fees. Power



charges are fixed annual fees for subscrip-
tions that are reported as income linearly
throughout the period which the fee is
meant to cover, while the energy-dependent
fee is reported as income in connection with
the use of Svenska Kraftnit’s services.

System responsibility 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 hour instead of
as previously per fourteen day period. If the
customer has overall purchased power during
the period, this is shown as balancing power
revenue for Svenska Kraftnit whereas if the
customer has instead overall sold power, it is
reported as a balancing power cost.

System responsibility revenue for natural gas
Revenue consists of sold natural gas for the
power balancing service. System responsibil-
ity 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
revenue in conjunction with the provision
of the service. To a certain extent, customers
can pay in advance. The advance payment is
then deducted against revenue as the service
is carried out.

Segment accounting or line of
business

The Svenska Kraftnit Group’s primary
segments are lines of business. The Group’s
operations are divided into six business seg-
ments. A business segment is a unit identifia-
ble within Svenska Kraftniit’s accounts that is
distinguished from other business segments
on the basis of the risks and opportunities

involved in each assignment.

Interest income
Interest income is reported concurrently as it
is accrued, 1.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 expenses are reported in the period
they relate to. Interest expenses during the
construction period are activated with the
construction of capital assets in excess of
SEK 50 million.

Receivables and liabilities

Assets and liabilities have been valued at the
acquisition value if not otherwise specified.
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 bal-
ance sheet date. The difference between the
value on the date of acquisition and the bal-
ance 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 at the lowest of the acquisition
value and the real value.

Liquid funds
Liquid funds comprise cash and bank bal-

ances.

Reporting of leasing agreements

All leasing agreements are reported as opera-
tional leases and written-off linearly. There
are no financial leasing agreements.

Tangible fixed assets

Tangible fixed assets are reported at their
acquisition value with a deduction made for
accumulated depreciation and write-downs.
Investments are regarded as being new con-
struction as well as conversions and exten-
sions that in the long term increase standard,
quality or performance.

Expenditure for repairs and maintenance
are reported as an expense in the period in
which they occur. Included under mainte-
nance are works that are needed in order for
it to be possible for a facility to be used in
the original way intended, but which do not

Annual depreciation rates

Transmission lines, excluding submarine cables and associated lines
Submarine cables, excluding SwePol Link, and associated lines

SwePol Link

Control equipment in stations
Other station components
Fibre-optic connections

Spare parts

Telecom and information systems
Gas turbine plants

PCs and equipment

increase its performance or significantly ex-
tend its lifetime.

Interest expenses during the construction
period are activated with the construction of
facilities in excess of SEK 50 million.

Intangible fixed assets

Expenditure for land rights, rights of use in
fibre-optic connections, licences, construc-
tion in progress and development expenses
for computer programmes are carried for-
ward and written off linearly over the dura-
tion of use. All intangible fixed assets have a
limited period of use. Since 2002 land rights
are written off according to the assessed
period of use, which for a cable concession is
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 contract period.

Depreciation

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

Provisions

A provision is reported in the balance sheet
when there is a legal or informal undertak-
ing as a consequence of an event that has
occurred, and 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.

Taxes

Svenska Kraftnits subsidiaries are obliged
to pay income tax for limited liability com-
panies, whereas Svenska Kraftnit as a public
utility and part of the Swedish state is free
from income tax, i.e. is not a tax subject.
Deferred tax for differences between the

25%
3,3%
5,0%
6,7 %
33%
4,0 %
6,7 %
6,7-20,0%

5,0%
33,3 %

The residual value and duration of use of assets is regularly checked and adjusted when necessary.
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reported and fiscal result is not reported by
the parent entity and the Svenska Kraftnit
Group, with the exception of SwePol Link
Poland and for untaxed reserves in the Swe-
dish subsidiaries. Deferred tax receivables are
reported to the extent that sufficient taxable
surplus is deemed likely to be available
within the foreseeable future.

Pension commitments

Since 2003 a new pension agreement, PA-03,

applies for state employees born in 1943 or

later. For employees born in 1942 or earlier

PA-91 still applies. The size of the pension

provision is calculated by the National Go-

vernment Employee Pensions Board (SPV).

PA-03 includes old-age pension, survivors

pension and disability pension.

PA-03 includes the following old-age pen-

sions:

* Contribution pensions — individual old-
age pension and supplementary old-age
pension, Képan. Premiums are paid for
these.

* Defined-benefit pensions — old-age pen-
sion on incomes over 7.5 basic income
and old-age pension in accordance with
transitional rules for employees born

between 1943 and 1972.

These commitments are reported under the
item, Provision for pensions.

The year’s pension provisions have been
written off together with premiums paid.
The interest component in the year’s pension
expenses is reported as an interest expense.

In addition to the 2.5 % interest rate, the in-
terest component also includes index-linking
of certain benefits. Some 7 % of the employ-

ees were not updated, which means that their
pension provision has been calculated at a
standard rate. Updating means that SPV car-
ries out an overall review of all the positions
a state employee has held, in both the public
and private sectors. If there are gaps in the
period of employment the pension provision
is entered at a standard rate. Among other
things, this means that SPV assumes that the
employee has been in state employment from
the age of 28, and that the provision is calcu-
lated with a factor of 0.95. This means that
the actual provision might be less or more.
Svenska Kraftnit considers that the pension
provision is not too low and has chosen to re-
port the pension provision calculated by SPV.

The pension liability reported is consti-
tuted by the technically calculated assump-
tions that Svenska Kraftnit is responsible for
according to the PA-91 and PA-03 pension
agreements. The pension provision is calcu-
lated in accordance with the basis that the
board of SPV has laid down. The pension
provision includes commitments with respect
to both active personnel and pensioners.

Svenska Kraftniit pays a special payroll tax
on paid out pensions in accordance with Or-
dinance (1991:704) on the establishment of
special payroll tax on state pension expenses
and not based on allocations for pensions.
Since the pension provision is for future pen-
sion outlays, an allocation is made for special
payroll tax based on the size of the pension
provision at the end of the year.

Government support

External contributions to investments reduce
the acquisition value of the investment by an
equivalent amount.

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 continuously during the year. Svenska
Kraftnit conducts research and development
work with the aim of increasing reliability
performance, effectiveness and environmen-
tal adaptation of the network and system op-
erations. No expenses are therefore activated
for development.

Cash flow statement

The cash flow statement is drawn up in ac-
cordance with the indirect method. The re-
ported cash flow comprises transactions that
entail receipts and payments. This means
that discrepancies can occur compared with
changes in individual items in the balance
sheet.

Borrowing
Borrowing is reported at a nominal amount.

Shares and participations in Group
companies

Shares and participations in group compa-
nies are reported at acquisition value with
deductions for any write-downs. Dividends
received are reported when the right to a
dividend is deemed to be secure.

Supervisory Authority

The supervisory authority for network ope-
rations is the Energy Market Inspectorate,
which is an independent authority from 1
January 2008.

Notes

Note 1 Network revenue

Note 2 System responsibility revenue

— electricity
Group Parent entity Group Parent entity
MSEK 2007 2006 2007 2006 MSEK 2007 2006 2007 2006
Power revenue 1061 1074 1096 1109 Sold balancing power 1994 2793 1995 2794
Energy-dependent revenue 1 271 1 233 1271 1233 Sold final power 121 66 121 66
Congestion revenue 641 320 641 320 Sold supportive power 72 125 72 125
Transit revenue 112 139 112 139 Sold regulation power 212 247 212 247
Swe Pol Link 246 232 - Peak-power reserve 126 151 126 151
Other revenue 46 52 42 48 Ediel 6 6 6 6
Total 3377 3050 3162 2849 Total 2531 3388 2532 3389
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Sold balancing power is for invoiced income for the imbalance that

balance providers have caused in the national electricity system.



Note 3 Government grant for power contingency planning

Grants accounts for the parent entity:

Political area Opening Allocation for the year Total Expenses Closing
Total defence amount as per annual letter of disposable amount
(TSEK) governance funds

7:5 Emergency preparedness

- Appropriation item 3, 10 031 250 000 -2 577 257 454 - 249 949

Electricity emergency measures

In addition to appropriations, grants have also been received from the Emergency Management Authority and the National Post and Telecom
Agency for an amount of SEK 14,064 thousand, of which SEK 85 thousand is non-utilized funds from the previous year. Of these SEK

13,920 thousand were utilized.

For this appropriation, there is also a framework for authorisation, that according to civil law is a binding undertaking that entails future

expenses as set out in the table below.

Allocated framework for Opening Outstanding Forecast
outstanding undertakings, TSEK commitments commitments 2008 2009 2010
230 000 174 378 333 959 138 655 86 271 70577

The grants consumed during the course of the year amounting to SEK 264 (253) million have been used for the training of conscripts, as a

contribution to the emergency reserve, for the purchase of equipment for immediate repairs in connection with powerline failures in grid and

regional networks, mobile command support for crisis management, purchase of equipment for immediate repairs in connection with power-

line failures and measures in power plants to permit island operation.

Note 4 Activated work for own account

This item concerns labour costs for Svenska Kraftnit’s own per-
p

sonnel that are activated against investment projects. Investment

projects refer on the one hand to construction work in progress

and on the other to activated I'T development projects.

Group and Parent entity

MSEK 2007 2006
Construction work in progress 27 18
Activated development of computer programs 5 6
Total 32 24

Note 5 Staff

The average number of employees during 2007 was in the group 289
(282), of whom 287 (280) in the parent entity and 2 (2) in Poland in
the SwePol Link Group.

The distribution between men and women at year-end can be
seen from the table below. There is one man and one women em-
ployed in Poland.

The Group’s staff expenses amounted to SEK 251 (208) mil-
lion, of which the payroll costs were SEK 142 (131) million. To this
shall be added social fees of SEK 97 (73) million. Included in these
amounts are pension costs of SEK 26 (22) million.

The increase in staff expenses compared with last year is primarily
due to new mortality assumptions for calculating the parent entity’s
pension liability and a provision for payroll tax on the pension liabil-
ity, together SEK 22 million. Last year a downward adjustment was

MSEK Group Parent entity

(Number) 2007 2006 2007 2006
Women 84 86 83 85
Men 203 203 202 202
Total 287 289 285 287

made to the opening pension liability of SEK 8 million. During the
year the parent entity has received SEK 1.3 (1.7) million in funding
from the National Board of Trade to employ young academics.

The fee paid to the Chairman of the Board amounted to SEK
78,996. The fees paid to other Board members have amounted to
SEK 52,992 per member for the whole year. No fees are paid to
Board members who are employed within Svenska Kraftnit, apart
from their normal salaries.

The salary of the departed Director General amounted to SEK 0.3
(1.2) million and the pension expense for the year to SEK 1.6 (0.5)
million according to calculations from the National Government
Employee Pensions Board. The Deputy Director General became
acting Director General on 1 April. His salary for the year as a whole
amounted to SEK 1.2 (1.0) million and pension expenses amounted
to SEK 0.5 million.

The composition of the Board, excluding staff representatives, can
be seen from the table below.

The Board 2007 2006
Women S 2
Men 5 5
Total 8 7
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Note 6 Other operating expenses

Group Parent entity
MSEK 2007 2006 2007 2006
Energy crediting 334 366 334 366
Operation & maintenance 276 261 239 233
Leases on fixed assets 46 45 46 45
Transit expenses 131 142 131 142
System operation services 458 330 485 358
Peak-power reserve 129 133 142 151
Own contingency
planning costs 8 8 8 8
Research and development 27 22 27 22
Contingency planning
expenses 198 190 212 203
Other 144 154 124 124
Total 1751 1651 1748 1652

Included in System operation services are costs for counter-trade pro-
vided by the Balance Service amounting to SEK 181 (63) million.
The item Other includes payments to accountants in the following

amounts:

Fees and expenses Group Parent entity
MSEK 2007 2006 2007 2006
Swedish National Audit Office 0,7 0,8 0,7 0,8
Other auditors 0,4 0,2 - -
Auditing expenses 1,1 1,0 0,7 0,88
Consultation, Deloitte & Touche - 0,3 - 03
Consultation, Ernst & Young 0,3 - 0,2 -
Total 1,4 1,3 09 11

Auditing comprises examination of the annual accounts and book-
keeping as well as the administration by the Board of Directors and
the Director-General/Managing Directors and other tasks that fall
within the responsibility of the parent entity’s and the subsidiaries’
auditors to perform. Included among other tasks are consultations in
subsidiaries.

Note 7 Share of income from associated

companies
Group
MSEK 2007 2006
Nord Pool ASA 59 36
Nord Pool Spot AS 7 10
STRI 2 1
Kraftdragarna AB 1 1
Total 69 48

Share of income from associated companies is reported after tax.
The share of income from the other associated companies was less
than SEK 1 million.
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Note 8 Business segments

Group

Operating revenue  Operating income
MSEK 2007 2006 2007 2006
Network 3409 3074 791 677
System responsibility
— electricity 2531 3388 -38 41
Telecommunications 103 99 30 31
System responsibility
— natural gas 41 36 5 7
Renewable electricity
certificates 10 20 7 14
Associated companies - - 69 48
Contingency 264 253 0 0
Segment elimination -32 -32 - -
Total 6 326 6838 864 736

The predominant business segments within the Group are Network
and System responsibility for electricity.

Included in the operating income are the business segments exter-
nal revenue and expenses. Activated own work is included in Network,
see note 4.

Some items concern both the business segments Network and Sys-
tem responsibility for electricity. When it has not been possible to link
these activities to a business segment, the costs have been distributed
on a standard basis.

Business segment Telecommunications has performed services for
Network to a value of 32 (32) million, which is reported as operating
income for Telecommunications and a corresponding increase in oper-
ating expense for Network. Activated own work is included in the Net-
work business segment’s revenue at an amount of SEK 32 (24) million.

Within business segment System responsibility for electricity, the
balance providers have agreements with the parent entity on frequency
maintenance and settlement of their imbalances. Profit trends in the
parent entity are shown below for the years 2007 and 2006.

Parent entity

MSEK 2007 2006
Operating revenue

Balancing power revenue 2 382 3232
Peak-power reserve 127 151
Ediel 6 6
Other system revenue 17 0
Total operating revenue 2 532 3 389
Operating expenses

Balancing power expenses -2 187 -3023
System operation, primary regulation -181 -190
Disturbance reserve -45 -42
Peak-power reserve -142 -151
Ediel -4 -4
Other expenses -16 -20
Depreciation -1 -1
Total operating expenses -2 576 -3431
Operating income -44 -42

Return on capital employed for the group is 10.7 (9.0) %. The pre-
dominant proportion of the capital employed belongs to the Network

business segment.



Note 9 Result from securities and
receivables accounted for
as fixed assets
Group Parent entity

MSEK 2007 2006 2007 2006
Dividend on shares and

participations in associated

companies - - 23 19
Interest income on long-term

receivables in subsidiaries - - 7 5
Interest income on long-term

receivables in associated

companies
Other interest income
Exchange rate differences 5 -4 5) -4
Total 11 2 41 26

Note 10 Interest income and similar
income items
Group Parent entity

MSEK 2007 2006 2007 2006

Interest income from
bank balances

Other interest income

Total

Note 13 Intangible fixed assets

Note 11 Interest expenses and similar
expense items
Group Parent entity
MSEK 2007 2006 2007 2006
Interest expenses, Pension debt 71 5 71 5
Interest expenses, long-term credit 52 43 0 0
Interest expenses, National Debt
Office loan 23 14 23 14
Interest expenses, current liabilities 3 1 3 1
Capitalised interest for new
construction -9 -4 -9 -4
Exchange rate differences 2 1 - 1
Other financial expenses 3 - 1 -
Total 145 60 89 17
Note 12 Tax on income for the year
Group
MSEK 2007 2006
Current tax -3 -2
Deferred tax -2 -3
Total -5 -5

Since the majority of the Group’s income before tax is earned in the

parent entity, which is relieved from income tax, no account is given

of the connection between the tax expense for the year and the repor-

ted income before tax in the Group.

Intangible fixed assets consist of land rights in the form of easements and line rights, rights of use for fibre-optic cables, licences and capitalised

expenditure for computer programs.

Group and Parent entity Capitalized Land Rights of use Construction Total
expenditure for rights rights for fibre- in progress

MSEK computer programs -optic cables

Opening acquisition value 52 170 65 84 371
Acquisitions - 0 - 35 35
Sales/disposal - - - - 0
Reclassifications 7 - 2 -24 -15
Closing accumulated acquisition value 59 170 67 95 391
Depreciation brought forward 28 103 16 0 147
Sales/disposal - - - - -
Depreciation for the year 10 3 B - 18
Accumulated depreciation carried forward 38 106 21 0 165
PLANNED REMAINING VALUED CARRIED FORWARD 21 64 46 95 226
Depreciation previous fiscal year 10 4 4 - 18
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Note 14 Tangible fixed assets

Group Buildings Machinery and Construction Total
and land other technical in progress

MSEK facilities

Opening acquisition value 911 16 112 457 17 480
Acquisitions 0 18 543 561
Sales/disposal -6 -96 -1 -103
Depreciation in connection with disposal 0 11 0 11
Reclassifications 51 278 -311 17
Closing accumulated acquisition value carried forward 956 16 301 688 17 944
Depreciation brought forward 413 8 522 - 8 935
Sales/disposal -25 -76 -101
Depreciation for the year 37 524 561
Accumulated depreciation carried forward 425 8 970 0 9 395
PLANNED REMAINING VALUED CARRIED FORWARD 531 7 331 688 8 549
Depreciation previous fiscal year 36 511 - 547
Parent entity Buildings Machinery and Construction Total

and land other technical in progress

MSEK facilities

Opening acquisition value 436 13770 450 14 656
Acquisitions - - 522 522
Sales/disposal -6 -97 - -103
Depreciation in connection with disposal - -11 - 11
Reclassifications 50 277 -310 17
Closing accumulated acquisition value 480 13 939 662 15 081
Depreciation brought forward 267 7781 0 8 048
Sales/disposal 24 77 - -101
Depreciation for the year 14 403 - 417
Accumulated depreciation carried forward 257 8 107 0 8 364
PLANNED REMAINING VALUED CARRIED FORWARD 223 5 832 662 6 717
Depreciation previous fiscal year 13 392 - 405

The item Machinery and other technical facilities includes in particular switchyard equipment, power cables, submarine cables, control equip-
ment, fibre-optic activities as well as telecommunications and information systems. Disposals arise primarily in connection with the commission-
ing of facilities after reinvestments.

The tax value for properties in the Group amounts to SEK 361 (361) million. In the group, the subsidiary Svenska Kraftnit Gasturbiner AB
received appropriation funds last year of SEK 17 million for an investment of SEK 17 million in the gas turbine plant in Arendal, Goteborg.

Note 15 Shares and participations in Group companies

Company Corporate Domicile Share % Quantity Nominal Book

number value, MSEK value, MSEK
Svenska Kraftkom AB 556575-7274 Stockholm 100 1 0 0
Svenska Kraftnat Gasturbiner AB 556451-0260 Stockholm 100 900 9 9
SwePol Link AB 556530-9829 Stockholm 51 306 000 S S
Total 12 12
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Note 16 Shares

and participations in associated companies

Book value, MSEK

Company Corporate Domicile Share % Quantity Group Parent

number entity
Nord Pool ASA NO 965662952 Lysaker 50 100 000 367 172
Nord Pool Spot AS NO 984058098 Lysaker 20 2 880 19 0
Stri AB 556314-8211 Ludvika 25 S5 9 4
Kraftdragarna AB 556518-0915 Vasteras 50 5 000 1
Elforsk AB 556455-5984 Stockholm 25 750 0
Triangelbolaget D4 AB 556007-9799 Stockholm 25 525 0
Total 403 177

The acquisition value is the same as the book value in the parent entity. Svenska Kraftnit owns a further 10 % of Nord Pool Spot AS via Nord

Pool ASA.

Note 17 Current receivables

Group

MSEK 2007 2006
Accounts receivable 336 230
Receivables from associated companies 3 4
Other receivables 51 24
Receivable from the public utility’s

overdraft facility 28 48
Total 418 306

Note 18 Receivable from the public utility’s

overdraft facility

The receivable carried forward of SEK 28 (48) million consists of
the difference between withdrawn/deposited funds from the public

utility’s overdraft facility and deducted expenses/deposited income

Group and Parent entity

(TSEK) 2007 2006
Opening balance
(receivable +, liability -) 48 363 48 708
Settled against Government budget:
Appropriation 249 949 239 655
Income titles, dividend and
small-scale energy -439 000 -1 573 000
Settled against public utility’s
overdraft facility:
Appropriation funds withdrawn -270 000 -240 000
Dividend paid in 439 000 1 573 000
Balance carried forward 28 312 48 363

Note 19 Prepaid expenses and accrued

income
Group Parent entity

MSEK 2007 2006 2007 2006
Prepaid expenses

Telecommunications 1 0 1 0

Other 16 14 13 14
Accrued income

Network 233 292 233 292

System responsibility 317 97 317 97

Renewable electricity

certificates & 2 & 2

Natural gas 6 2 6 2

Telecommunications 0 3 0 4

Other 1 2 1 0
Total 577 412 574 411

Note 20 Long-term interest-bearing liabilities

Group Parent entity
MSEK 2007 2006 2007 2006
The National Debt Office 471 709 471 709
Credit institutions 1145 0 0 0
Loans, other external 0 1251 0 [0}
Total 1616 1960 471 709

The liability to the National Debt Office is for the current bank over-
draft. Of the other external loans, a total of SEK 849 (836) million
falls due for payment after five years in the case of the Group and

SEK 0 (0) million for the parent entity.
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Note 21 Provisions for pensions

Group and Parent entity

MSEK 2007 2006
Opening balance 253 240
Adjustment for pension liability previously reported

at too high a level - -8
Pensions paid -5 -4
Annual indexation of pension liability, 2007

calculation principle 20 19
Allocation for payroll tax, 2007 calculation principle B 6
Indexation of pension liability at 2008 calculation principle 71 -
Indexation of payroll tax at 2008 calculation principle 17 -
Balance carried forward 361 253

Note 22 Current interest-bearing liabilities

Group Parent entity
MSEK 2007 2006 2007 2006
Short-term part of long-term loans
Credit institutions 98 0
Other external 0 98
Total 98 98 0 0

Note 23 Accrued expenses and prepaid income

Group Parent entity
MSEK 2007 2006 2007 2006
Accrued expense, balancing power 259 113 259 113
Accrued expense, primary regulation 10 0 10 0
Accrued expenses, power reserve 8 11 8 11
Accrued expense, energy compensation 40 37 40 37
Accrued expense, transmission losses 73 62 73 62
Transit compensation 54 29 54 29
Accrued staff expenses 32 24 32 24
Accrued leases on fixed assets 11 10 11 10
Accrued maintenance expenses 17 46 16 46
Accrued contingency expenses 41 13 41 13
Accrued expenses, natural gas
Accrued interest expenses
Accrued fuel expenses 0 12
Accrued expenses, other 7 10
Prepaid Telecommunications revenue 11 13 11 13
Prepaid income, other 1 1 1 1
Total 573 390 571 366
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Note 24 Contingent liabilities

A guarantee has been issued for a loan of SEK 20 (20) million to Stri
AB for the acquisition of a property.

In the parent entity’s assessment, Svenska Kraftnit and its subsi-
diaries are not party to any legal material proceedings that could have

a significant negative impact on the Group’s result.

Note 25 Future leasing commitments

Agreed future leasing fees fall due for payment as indicated below. All
rental agreements are operational leasing agreements. The amounts
in the case of the parent entity also include commitments to the
subsidiary Svenska Kraftnit Gasturbiner AB.

Group Parent entity
MSEK 2007 2006 2007 2006
Within one year 198 233 246 283
Later than one year but within five years 286 312 452 480
Later than five years 194 6 277 132
Total 678 551 975 895
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Proposed disposition of earnings

and adoption of income statements and balance sheets

The Group’s non-restricted equity amounts
to SEK 2,873 million, of which the result for
the year amounts to SEK 732 million. Of
the parent entity’s non-restricted equity of

SEK 2,549 million, of which the result for

Stockholm 21 February 2008

Sven Hulterstrom
Chairman

Anna-Stina Nordmark-Nilsson

Deputy Chairman

Bo Diczfalusy

Christer Samuelsson

Agata Persson
Staff representative

the year amounts to SEK 674 million, it is
proposed that SEK 476 million is allocated
for dividend in accordance with the divi-
dend policy and that the surplus be carried
forward.

Sture Larsson
Director General
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Karin Stierna

Ann-Sofie Danielsson

Sture Térnstam
Staff representative

Auditor’s report for the
Svenska Kraftnat public utility

The Swedish National Audit Office has
audited the public utility Svenska Kraftnit’s
annual accounts and consolidated accounts
agreed on 21-02-2008, for the financial
year 2007.

The management of the public utility
Svenska Kraftnit is responsible for ensuring
that the operations are conducted efficient-
ly and constitutionally. This responsibility
includes ensuring that the Government re-
ceives reliable feedback on the operations in
the annual accounts.

It is the responsibility of the Swedish Na-
tional Audit Office, in accordance with good
auditing standards, to examine the public
utility’s annual accounts. The purpose of

the inspection is to judge whether the ac-
counts and underlying accounting records
are reliable and the books true and correct,
and whether the administration of the man-
agement follows applicable regulations and
special Government decisions.

The audit has been conducted in accord-
ance with sound auditing standards. These
standards require that the audit be planned
and conducted with the aim of obtaining
reasonable grounds to assess whether the an-
nual accounts and the consolidated accounts
are true and correct. The audit has thus been
made on a selection of important transac-
tions and administrative decisions.

The National Audit office deems that

The Auditor’s Report of the National Swedish Audit Office was submitted on 28.02.08.

Goran Selander Anne Bryne
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The board suggests that the parent entity’s
income statement and balance sheet as well
as the Group’s income statement and balance
sheet are adopted for 2007.

the audit carried out has provided reason-
able grounds on which to base the following
statement.

The annual accounts and the consolidat-
ed accounts have been prepared in accord-
ance with the Ordinance on annual accounts
and budget data, the Government’s appro-
priations document and other rulings relat-
ing to the public utility.

The Swedish National Audit Office
deems that the annual accounts are in all es-
sential respects true and correct.

Audit Director Goran Selander made the
decision in this matter. Audit Manager Anne
Bryne contributed with the decision.
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Municipal commissioner, Strém- acting Director General in Staff representative. Staff representative.

sund municipality. April 2007. Technical direc- Representative of the Swedish Representative of the Swedish
tor of Svenska Kraftnit. Confederation of Professional Federation of Civil Servants ST.
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Wind power — a challenge for Svenska Kraftnat

During 2007 around 1 TWh of electricity
was generated in Sweden from wind power.
Expansion has remained at a relatively con-
stant level of around 50 MW per year in re-
cent years, with the exception of 2007 when
it increased to approx. 240 MW (largely
thanks to the Lillgrund project in Oresund).
It is the electricity certificate system that has
produced the economic prerequisites for the
expansion of renewable sources of energy

in Sweden. The certificate system has been
designed to enable 17 TWh of new, renew-
able electricity production to be constructed
between 2002 and 2016. The windpower
industry’s trade organisation Swedish Wind
Power estimates that approx. 7 TWh of
wind power is accommodated within today’s
electricity certificate system. The rest of the
17 TWh of energy will be constituted by
combined heat and power plants using biofu-
els, and hydroelectric power.

In late 2007 the Swedish Energy Agency
proposed a new national planning target of
30 TWh of wind power by 2020, divided
into 20 TWh on land and 10 TWh at sea.
The target represents a signal of how much
wind power it must be possible to handle in
the physical planning. For Svenska Kraftnit
the target offers a guide as to how the nation-
al grid for electricity needs to be expanded.

There are consequently large-scale expecta-
tions riding on the expansion of wind power
in Sweden. There are a large number of major
wind power facilities in planning throughout
the country. The map below shows a selection
of planned wind power facilities larger than
25 MW. If the plants are built, they will gen-
erate at least 40 TWh per year. Furthermore,
it should be added that a large expansion of
wind power is being planned in our neigh-
bouring countries, above all in Norway. The
expansion there will naturally also have an
impact on the Swedish system.

Svenska Kraftnit has been engaged for
some time in a large number of activities in-
volving the introduction of large-scale wind
power in the Swedish power system. Con-
necting wind power to the national grid will
be one of Svenska Kraftnit’s largest challenges
in the next few years.

64

Key to symbols

“\ Construction underway

Being planned

I Lakes

Land areas
I offshore banks

12

30

11

Arjang Korpfjall
55 st 5

Toftedalsfjallet
23 st

Tolvmanstegen
24 st

Brattén
10 st

-

Skottarevet
30 st

Stora
Middelgrundet
110 st
Kriegers Flak
128 st

100 st 4
Bliekevare @ }jﬂf |18 st
20 st -
SR % Klocktjarnan
48 . E Stor-Rotliden | 132 st

Storrun

Glétesvalen

Lillhardal
90 st

Kyrkberget:

Luongastunturi

60 st
Rautiorova-Taka-
Aapua

19 st

Markbygden
400-1000 st
Bondén

Uljabuouda
12 st i
;faiken 5

40 st
st

v

& !

St Gabrielsberget
? 40 st

Sélitradberget
8 st

3

st!

»
Tonsen |storgrundet
308y 535t

& Finngrunden
130 st

et 1 ﬁ:
st}
: - Forsmark
Hedboberget|15 st

xberget 15 st

Vindpark Vanern
10 st ,.u“‘_
Lungkullgn

*

0 st
- ‘
-

L
Laholm
22 st
*Trollebodal
30 st

Taggen
60 st

. |K8rehamn
21 st

Utgrunden IT

Sédra Midsjobanken
180-230 st

Planned wind power plants. If all the plants are built, they will generate at least 40 TWh per year.

Source: The Swedish Energy Agency.

Consideration of the environment in all
decisions

During the year Svenska Kraftnit has been
working actively to facilitate the connection
of further wind power to the power system.
This is also in line with our environmental
policy. Environmental issues are integrated
into activities and consideration to the envi-
ronment is weighed up in all decisions. If it
is assumed that wind power will replace coal
power at the margins, every kWh of electric-
ity generated from wind power will represent
a reduction in carbon dioxide emissions of
850 g. If 18 TWh of wind power was to
replace coal power, it would consequently
entail a decrease in carbon dioxide emissions
of 15.3 million tonnes.

The production of electricity that is re-
quired to cover the losses that arise in con-
junction with transmission of electricity on
the national grid entail a major environmen-

tal impact. For Svenska Kraftnit a central
task in its environmental work is therefore to
reduce the losses in the national grid with the
aim of reducing this environmental impact.
From a losses perspective it is more beneficial
to produce electricity close to the consum-
ers. As a large proportion of consumption is
in Southern Sweden — which is a deficit area
in terms of electricity generation — there are
consequently two environmental benefits in
establishing wind power there: environmen-
tally-friendly electricity production is intro-
duced and transmission losses are reduced.
On 31 May 2007 Svenska Kraftniit pub-
lished the report "Large-scale expansion
of wind power — some preconditions and
consequences”, which proposes measures
to facilitate the connection of wind power.
Among other things it proposes that a cer-
tain amount of oversubscription in radial
powerlines in the national grid is permitted.



This means that a larger generation capac-
ity than the maximum capacity of the radial
powerlines is permitted to be connected.
Occasions when the capacity is exceeded are
then handled by means of so-called counter-
trade. Svenska Kraftnit pays a producer to
reduce its production until there is once again
capacity available in the powerline. New reg-
ulations have also been drawn up with regard
to connection of wind power to cross-border
interconnectors, according to the same prin-
ciple as for radial powerlines.

In early 2007 the Government decided
to appoint a commission to look into con-
nection of plants for renewable electricity
production to the network. Svenska Kraftnit
is participating in the commission’s expert
team. The main task is to evaluate whether
the current regulations create obstacles to a
large-scale development and expansion of
renewable electricity generation, and also to
offer proposals for changes to the extent they
are considered necessary. The commission
submitted its final report in February 2008
and it is possible that new regulations will be
in place by 2009 at the earliest.

European study of consequences
During 2007 Svenska Kraftnit has taken part
in a European wind power study — EWIS
(European Wind Integration Study). The
European national grid companies are
implementing the study together in order to
assess the impact of the expected expansion
of wind power on the power system. The
study, which is being financed by the EU,
focuses on the expansion of wind power in
Europe up to 2015. The current situation in
the various countries is being analysed as a
first step: established wind power, regulations,
grid codes, subsidies system etc. This will be
followed by future scenarios up to 2015 for
development of the expansion. The scenarios
are subsequently analysed in a simulation tool
to assess the consequences of the expansion
of wind power in the system. The overall
costs and benefits to society of wind power
will also be estimated. Measures to deal with
the expansion will be proposed with regard
to, for instance, reinforcing networks, the in-
creased need for balance regulation, technical
requirements on wind power. A final report
will be published in autumn 2009.

"Task force for renewable energy” ,which
answers to the Nordic Council of Ministers
has launched the project NordVind, with the
participation of Svenska Kraftnit. Phase 1
of the Nordvind project was completed dur-
ing 2007. This stage involved the mapping

of central areas that are of importance for
the expansion of wind power, such as official
planning, network planning, network con-
nections and marketing design. There has
also been an attempt to chart the conditions
in each country with regard to planning,
permit processes, acceptance by the general
public, network connection and economy.
Phase 2 of the work started at the turn of the
year 2007/2008. In this phase, in conjunc-
tion with Germany and Denmark, Svenska
Kraftnit will work on the Kriegers Flak wind
power project in order to exchange experienc-
es and to instigate joint network planning.
Svenska Kraftnit is also undertaking two
studies in which the expansion of wind pow-
er is an important factor. They are expected
to be completed in early 2008. One study
focuses on the transmission section 2, which
is a bottleneck in the national grid in Central
Sweden, and the other on Southern Sweden.
Both studies analyse the consequences of ad-
ditional wind power for the national grid’s
capacity to transmit electricity, and also iden-
tify the need for network reinforcements.

New system development plan from
Nordel

A major task is underway within Nordel, the
collaborative Nordic organisation, to draw up
the next system development plan. Work on
the plan has included the anticipated devel-
opment of wind power in the Nordic region
as an important aspect. The aim of the plan
is to provide proposals for future reinforce-

-

ments to the network that are necessary and
profitable in the Nordic power system. The
analyses have focused on development up to
2015, however they have also been checked
against scenarios up to 2025. Nordel’s new
network development plan will be presented
in early 2008.

Together with the regional network com-
panies Vattenfall, Fortum and E.ON, in 2007
Svenska Kraftnit established a special team
for wind power issues. The electricity net-
work must deal with the expansion of wind
power and the team is discussing the overall
aspects in terms of systems.

Svenska Kraftnit has received a large
number of enquiries during the year regard-
ing connection of wind power facilities to the
national grid. The necessary analyses and in-
vestigations have been carried out to establish
the requirement for measures to be taken in
the national grid. The enquiries are dealt with
in accordance with the procedures described
on our website, in the document ”Svenska
Kraftnits guidelines for wind power connec-
tion”. The document has been produced as
assistance and guidance for companies that
want to connect wind power plants to the
national grid.

Svenska Kraftnit is in addition a member
of reference groups for a number of wind
power studies, and is involved in several
doctoral projects related to wind power at

universities.

Svenska Kraftnat is working actively to facilitate the connection of more wind power into the power system.
The report "Large-scale expansion of wind power — some preconditions and consequences”, was published

during 2007.
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The Nordic national grid is being expanded

af

Evidence of the success of Nordic cooperation in developing the network in the Nordic region is the fact that the transmission capacity between the Nordic
countries is 20-60 % of the maximum consumption in each country, which clearly surpasses the target of 10 % set by the EU.

Historically, planning for the national grid
has been conducted in terms of national
considerations in the Nordic region, during
the last decade however, the development has
moved increasingly towards more integrated
Nordic joint planning and expansion of the
national grid in the Nordic countries. The
Nordic national grid companies have been
conducting joint studies for some consider-
able time of how the Nordic electricity net-
work should be developed in order to meet
the requirements set by the various operators
in the electricity market. The work is carried
out on an ongoing basis within Nordel,

the organisation for cooperation between

the Nordic countries, and it is presented in
system development plans that are produced
regularly. This regional cooperation within
network planning and development between
the Nordic national grid companies is unique
in Europe and shows that Nordel is a front-
runner in the work of producing a well-func-
tioning regional electricity market. The work
has resulted in three joint Nordic system

development plans during the last decade.

Successful Nordic cooperation

Evidence of the success that the Nordic coop-
eration represents is the fact that transmission
capacity between the Nordic countries is
20-60 % of the maximum consumption in
each country, well in excess of the target that
the EU has set of 10 %.
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Drafting a Nordic system development
plan is an extensive task that will take a cou-
ple of years. The work is carried out in teams
with representatives from the Nordic national
grid companies. An overarching criterion for
the work is that the development of the net-
work is carried out from a Nordic perspec-
tive, taking into consideration environmen-
tal issues. It is thus a benefit for the Nordic
electricity market as a whole and the power
system that constitutes the basis when evalu-
ating the different projects’ profitability.

The Nordic national grid companies are
however not content with these results but
are now looking forward to the next stage
in the development of the Nordic electricity
market. Strategic plans for this development
have been drawn up, and for the continued
expansion of the network it means that the
planning area will be enlarged. Nordel is now
working on the establishment of a multi-re-
gional planning process including the adja-
cent geographical areas. This corresponds well
with the work that is now being conducted
within the EU for a more integrated Euro-
pean electricity market, where regional initia-
tives are welcomed in order to link the Euro-
pean sub-areas more closely to each other.

In addition the Nordic national grid com-
panies will review the decision and permit
processes in each country in order to study
the prospects of both obtaining an even more
efficient planning process, and speeding up

the lead times for the investment projects — to
enable the necessary investments to be effect-
ed in a shorter time than is the case today.

The Nordic system development plans
The first plan that was produced by Nordel
was published in 2002. The system devel-
opment plan was based on calculations of
energy balances and its aim was to identify
the congested transmission constraints where
reinforcements of the network were consid-
ered to be of interest for further studies. The
plan focused on the energy and peak power
balance for 2005 and specified a number of
areas in the Nordic region for further studies
that were of great significance for the electric-
ity market. The plan did not present any con-
crete proposals for investments, as technical
solutions to achieve increased transmission
capacity and costs for them were not part of
the study.

Five priority projects

Nordel’s next system development plan was
called "Priority constraints” and was pub-
lished in 2004. The plan focused on the en-
ergy situation in the Nordic region in 2010
and studied which internal Nordic power
transmission connections were important for
a well-functioning Nordic electricity market.
Critically congested transmission sections
were identified. Measures to increase the ca-
pacity were studied and their costs were cal-



culated and set against the benefits that the
increased transmission capacity delivered.
The overall evaluation led to the presenta-
tion of a package of five priority projects to
reinforce five congested transmission con-
straints in the Nordic system. The five prior-

ity projects are:

A reinforcement of transmission capacity
in Southern Sweden

e A new 400 kV powerline between
Jirpstrommen in Jimtland and Nea in
Norway

e A new HVDC link between Sweden and
Finland

e An HVDC link over the Great Belt be-
tween Jutland and Zealand in Denmark

e A new HVDC link between Norway and
Jutland in Denmark

The national grid companies in the Nordic
countries made substantial undertakings to
implement these five projects that were of
importance for the Nordic electricity market.
And today four of the five projects have been
authorised. Two of the projects have arrived
at an advanced stage in their implementation
and are expected to be put into operation

in 2009 and 2011 respectively. This must

be viewed as remarkably rapid progress of
such large-scale infrastructure projects. The
current situation for the five projects is as
follows:

Svenska Kraftnit took the decision to
implement the reinforcement of transmis-
sion capacity to Southern Sweden, the
project that has been called "the Southern
Link”, one year after completion of the de-
velopment plan. In January 2008 Svenska
Kraftnit also took the decision on which
technology was to be used. It will be a com-
bination of DC- and AC technology. An
AC powerline will be installed in an existing
powerline corridor between Hallsberg and
a station close to Jonkoping. From this sta-
tion new DC technology will be used both
south to Skine and west into Norway. The
expanded project has been given the name
”South West Link”.

The reinforcement between Jirpstrém-
men in Sweden and Nea in Norway is being
constructed as a 400 kV overhead line. All
permits have been received for the powerline
that is estimated to be ready by the summer
of 2009.

Fenno-Skan 2, the new HVDC link
between Sweden and Finland, will run in
parallel with the existing HVDC link. Sven-
ska Kraftnit and Fingrid have decided to

undertake reinforcements, and the work of
procurement and obtaining the necessary
permits is underway. The link is expected to
be ready to be put into operation in 2011.
The new connection over the Great Belt
has been authorised and procured. Comple-
tion of the HVDC link is estimated for 2010.
Reinforcement of the existing HVDC link
between Norway and Jutland is still being in-
vestigated by Statnett and Energinet.dk.
A decision on whether to go ahead with the
project is expected during the first half of
2008.

System development plan 2007

Nordel is now in the final phase of the work
of producing the next system development
plan. This reviews the energy and peak power
situation in the Nordic region for 2015 and
for a number of different scenarios for 2025.
The scenarios for 2015 include reinforcement
of all five priority constraint areas that were
described above and the energy balance in
the Nordic region is expected to be bolstered
compared with previous system develop-
ment plans. The analyses clearly demonstrate
that the reinforcements of the five priority
constraint areas that Nordel recommended in
2004, and that are now being implemented,
will deliver a significant boost to the Nordic
national grid.

There are a relatively small number of
bottlenecks within the Nordic power trans-
mission system that require further strength-
ening according to the analyses for 2015. The
analyses also show that the improved Nordic
energy balance makes studying the connec-
tions to countries outside the Nordic region
of interest as well. The system development
plan summarises the most important net-
work reinforcements that are being investi-
gated within each country and that will also
contribute to a better functioning electricity
market. The possible reinforcements of con-
straint areas for which Nordel is recommend-
ing further studies are:

e Reinforcement of the network on the west
coast in Sweden, and also the network
around Oslo in Norway (the South West
Link will fulfil this requirement for rein-
forcement)

e Increased capacity in north-south direc-
tion in the area around Trondheim in
Norway, which will increase the capacity
in the Nordic network

* Increased capacity in the far north of

Norway

¢ Increased reinforcement from the Nordic
region to the surrounding world

¢ Internal network reinforcement in each
country

In addition to the reinforcements that have
been identified within Nordel’s overall plan-
ning, a number of reinforcements are also
being planned within each country, which
directly or indirectly have a positive effect on
the electricity market. The aim of the planned
reinforcements is to increase the capacity in
the national grid, but also to improve opera-
tional reliability, which is to the benefit of all
parties in the market.

An important part of this is the pro-
gramme that Svenska Kraftnit has been pur-
suing for a number of years to renew switch-
ing stations. The aim is to improve the design
of a number of the most important stations
by replacing the old switchyards with modern
double circuit-breaker switchyards executed
with so-called disconnection circuit-break-
ers. Hitherto, two or three stations have been
renewed per year, and the programme will
continue for a few years to come.

Another important reinforcement is the
ongoing project ”Stockholms Strém”, the
aim of which is to boost future supply to the
Stockholm area. Of the subprojects, special
attention should be drawn to the planned
400 kV cable that is to be laid under Stock-
holm’s central districts to link together the
network in the region’s northern and south-
ern parts.

The reinforcement in the Géteborg region
that has been decided, entailing the construc-
tion of a new 400 kV powetline between
Stenkullen and Lindome, will take place in
the nearer future. This powerline has the ad-
ditional advantage of also reinforcing parts
of the transmission corridor that runs along
the Swedish west coast and that is important
for the electricity trade with Norway and
Denmark.

Another project that is under investiga-
tion is a DC connection between Sweden
and Lithuania. The link is expected to be
700 MW and connected in one of the exis-
ting substations in Southern Sweden. A deci-
sion on such a link is expected during 2008.

The final phase of connecting up a new
DC link between Norway and Holland is
currently underway in Norway. The 550 km
long cable will be able to transmit 700 MW
and will be the longest submarine cable link
in the world.
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Twenty four hours in our control room

Svenska Kraftnit controls and monitors the
electricity and natural gas networks from two
control rooms. The national control room,
Network Control, is located in connection
to the head office in Réicksta together with a
regional control centre for South Sweden. A
regional control centre for the northern part
of the country is situated in Sollefted. There
are two principal goals for the operation.
Firstly, that nobody working in our plants
should run the risk of coming into contact
with live components. Secondly, that the
electricity and gas networks should be oper-
ated with a high level of reliability and no
disruptions.

This article gives an account of what a
unique, but nevertheless typical, 24-hours
can be like in our control rooms. But first a
few words on the various roles that the staff

have.

The task of the control centre operation
(DQ) is to regulate the voltage on the na-
tional grid for electricity, monitor and rectify
faults that arise in Svenska Kraftnits plants,
control DC links and gas turbine power
stations, restore the network after disrup-
tions and disconnect plants in conjunction
with maintenance or investment work.
During the night DCs are also the extended
arms of the duty engineer (vhi) when this
person is on call in an adjacent room. From
being manned by one person at night-time
in Racksta — which monitors the entire grid
— staffing levels for DCs rise to three in
Récksta and two in Sollefted during day-time
to subsequently be gradually reduced during
the evening

The main task of the Balance Service

is to be responsible round the clock for
maintaining a balance between the country’s
production and consumption of electricity.
If the automatic resources — which increase
or decrease the level of production — are not
sufficient, the Balance Service activates start
or stop of production with operators that
have submitted such bids (so-called regula-
tion bids). The work takes place in close
cooperation with other system operators in
the Nordic region, primarily with Norway.
The Balance service also deals with Svenska
Kraftniit’s responsibility for the balance in
the gas network.
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The control room in Racksta is manned round the clock.

The duty engineer, vhi, have the overall
responsibility for the power system and the
most important tasks are calculating the
capacity in the network and the requirement
for reserves with which to operate the system
reliably. In addition, each morning the duty
engineer allocate capacity to the electricity
spot market and other exports for the next
24 hours.

The telecommunications control engi-
neer, tki. A central part of the control and
monitoring of the power system is access to
information and ancillary systems to enable
decisions to be taken with the correct data.
To ensure that the ancillary systems and
information gathering is functioning there

is a tki in Network Control with the task of
controlling and monitoring these operations.
The tki is present in Network Control during
office hours and is on standby at other times.

The night
The night is normally the most calm period.
Of course, the reason is that consumption
then is lower and there are only minor vari-
ations. Network Control is manned during
the night by one person each for the Control
Centre operation and the Balance Service.
Tonight it is relatively calm. DC connects
a number of devices to keep down voltage
levels in the network, which is a common
measure when consumption is low. In ad-
dition a 400 kV powerline in the north is
disconnected in order to reduce the so-called
corona losses. Corona occurs in conjunction

with the formation of frost on the powerlines
and results in discharges towards the sur-
rounding air, which cause losses that can be
greater than those which arise in the rest of
the network if the powerline is disconnected.
For the Balance Service the most dramatic
event is that a production facility in Den-
mark of approx. 300 MW is disconnected
due to a fault. To cover the resultant deficit,
approximately an equivalent amount of hy-
droelectric generation is started in Sweden

for delivery to Denmark.

The morning

Unless something unforeseen happens the
vhi arrives at Network Control at around

six in the morning. Things mainly go as
planned this morning and there are margins
in the transmission capacity and reserves, so
the work of establishing the available capac-
ity for the electricity spot market and other
exports for the next 24 hours gets underway.
One parameter in this job is the consump-
tion of electricity. Cold, wind and a low level
of sunshine produce increased consumption,
weather forecasts are therefore an important
basis for consumption forecasts. A consump-
tion forecast is produced for each of the dif-
ferent parts of the country that are bordered
by congestion in the national grid. A forecast
is subsequently produced of how much is to
be produced within each area. Finally a plan
is drawn up of the likely outcome for the
electricity traded between Sweden and the
nearby countries for the next 24 hours.



The different parts are brought together
and the result is a forecast of how much elec-
tricity is expected to enter the national grid
in the next 24 hours. The vhi’s task is then
to allocate transmission capacity to the elec-
tricity spot market and other exports on the
basis of the capacity that has been calculated
in the network.

— RING! The alarm goes! A nuclear power
block is disconnected from the network due
to faults in its cooling equipment. 1,200
MW of production in South Sweden dis-
sappears and regulation resources, primarily
in Norway and Northern Sweden automati-
cally increase production to compensate for
the missing nuclear power. This results in
increased transport of electricity in a south-
erly direction and a bottleneck is so heavily
loaded that its permitted transmission limit
is exceeded. The vhi gives instructions for gas
turbine power stations in Southern Sweden
to start production equivalent to the amount
by which transmission exceeds the bottle-
neck. The majority of the gas turbines are
started by the DC via remote control from
Network Control. Increased transmission on

the national grid also entails lower voltage,

which means that the DC needs to regulate

!_!,

the voltage upwards by connecting so-called
shunt condensors. After about ten minutes
the gas turbines are producing the power
ordered and transmission in the bottleneck is
below the applicable limit. The vhi receives
the information that the nuclear power block
is expected to be phased into the network
again within five hours, which would mean
the situation returning to normal by the
evening when consumption once again rises.
So that the relatively costly operation of the
gas turbines can be discontinued, the Balance
Service implements one power transaction
with Poland and one with Denmark, which
together mean that all the gas turbines can
be shut down within an hour.

The disturbance occurs during a period
of the morning when consumption rises and
the exchange of power between the various
neighbouring countries changes. Even with-
out disturbances this is an intensive period
for the Balance Service, as a lot of planned
starts by producers are moved in order to
fend off discrepancies in the frequency that
exceed those permitted. Depending on
which measures are taken, upwards or down-
wards regulation prices have to be set for eve-
ry hour as a basis for pricing in the balance

settlement. In this work the Balance Service
enjoys close cooperation with the com-

pany with system responsibility in Norway,
which normally has plenty of easily regulated
hydroelectric power. Towards 9-10 in the
morning the consumption level stabilises and
the situation calms down.

The control centre in Sollefted was busy
disconnecting a 400 kV powerline when
the disturbance occurred. The reason was
planned maintenance and as always with
such connections, they take place according
to written instructions, a so-called switching
schedule. The most important function of
the switching schedule is to ensure that no-
body working at the plant risks coming into
contact with live components. On account
of the disturbance the connections are tem-
porarily stopped, to be resumed when the
situation is calmer, and the maintenance that
was planned will have to wait.

Just after 8 o’clock the vhi determines the
transmission capacities that are to apply for
the electricity spot market and for other im-
ports and exports for the next 24 hours. The
values are dispatched to Nord Pool Spot for
publication and as input data for the electrici-
ty spot trade for the next 24 hours. Once this

The Balance Service is located in Stockholm. It is important to ensure that there is a constant balance between production and consumption.
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The control centre operation in Stockholm primarily
monitors the southern section of the national grid.

has been published, the capacities are guaran-
teed for the operators, and events that cause
the capacities to be reduced to levels below
what the operators need have to be dealt with
by means of so-called counter-trade.

Daytime
The power transactions with Poland and
Denmark can be concluded at around 11
a.m. as the transmission level on the national
grid has fallen. The Balance Service ensures
that these transactions, along with those that
are a result of operating the gas turbines, are
entered into the settlement system. The calm-
er situation also means that the control centre
in Sollefted can continue with the disconnec-
tion of the 400 kV powerline and submit a
so-called work certificate to the contractors
who are going to undertake the maintenance.
When the powerline has been disconnected, a
system that performs calculations in real time
enables the vhi to ascertain the size of the
transmission capacity without the powerline.
In this case the analyses that were carried out
in advance are correct and the capacity is only
reduced marginally.

The vhi is contacted by his colleagues
in Denmark. A coal-fired power station on
Zealand has to be taken out of operation to-
morrow and the reserve capacity will be too
low unless Energinet.dk takes measures. One
possibility is that Svenska Kraftnit has a sur-
plus in Southern Sweden that Denmark can
utilize. However, a preliminary analysis shows
that this capacity is not available, a definitive
decision can be given later in the afternoon
when the electricity spot market has fin-
ished and the operators have submitted their
production plans. The decision means that

Energinet.dk will prepare to start up another
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power station. At this point it is time for the
Balance Service to determine tomorrow’s lim-
its in the natural gas network. In distinction
to the electricity network, there does not need
to be a precise momentary balance between
supply and demand. Inertia in the natural gas
network means that on a short term basis the
balance providers can borrow or supply more
gas than the actual consumption.

This imbalance is accumulated in a so-
called balance account for each balance pro-
vider. The Swedish natural gas model thereby
allows the operators that are responsible for
balances to have a certain imbalance per 24
hours. The Balance Service therefore calcu-
lates every day, taking operational reliability
and the prevailing pressure in the network
into account, how much room the balance
providers are permitted to use, and thereby
the extent to which they are permitted to
make changes in their balance accounts.

Afternoon

The results from the electricity spot market
are published in the early afternoon and
only then can the vhi obtain an answer as

to whether there is sufficient transmission
capacity between Sweden and the neigh-
bouring countries. When there are large
discrepancies, which mean that the national
grid’s capacity is insufficient, it can be neces-
sary to activate measures at this early stage
for tomorrow. For example, it might involve
production facilities that have a start-up
time of 10-20 hours, or power transactions
with our neighbouring countries that require
advance planning. The data for tomorrow’s
transmission is further improved later in the
afternoon when all the balance providers
submit their production plans. At this point
the vhi can obtain a relatively precise picture
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of tomorrow’s transmission based on these
production plans and our own forecasts for
consumption, import and export. The vhi
and the Balance Service together go through
the preconditions and decide whether any
special measures need to be taken.

The nuclear power station provides noti-
fication that the earlier plan for restart is not
possible and gives a new time of 12 tomor-
row. The decision means that the vhi will
need to start a couple of gas turbines when
darkness falls and consumption increases. The
analysis of tomorrow’s transmission shows
that the transmission limits are not exceeded
and no additional measures are needed.

The onset of darkness produces a similar
situation for the Balance Service as during
the morning’s loading. Several planned pro-
duction starts by the producers need to be
brought forward to match the upturn in the
consumption level.

Evening

The contractor notifies that maintenance on
the 400 kV powerline has been completed
and submits a so-called operation certificate
to the DC in Sollefted, which subsequently
continues the connections in accordance
with the switching schedule and puts the
powerline into operation.

The increase in electricity consumption
gradually subsides. Consumption decreases in
line with the population finishing cooking,
starting to turn off lights and finally going
to bed. During this period the staff in the
control rooms is gradually reduced to finally
end up where we started, with two people in
Network Control. A unique day of operations
is atan end.

Svenska Kraftnat has a control centre in Solleftea that primarily monitors the northern section of the

national grid, but also the rest of the grid if it becomes necessary.



Fairy flax thrives in the powerline corridor.




We are making our organisation more

attractive

During the 1990s as a whole and the first
years after the millennium, the focus has
been on administration of the national grid
for electricity. In principle no new power-
lines were built during this period and the
operation has been characterised by stability.
The major investments were made during
the 1950s and 1960s when the national grid
was constructed, and during the 1980s when
nuclear power generation was connected.
But now this is changing. New market and
environmental requirements are being placed
on Swedish electricity transmission. The
national grid must deal with future wind
power and new connections from both the
Nordic countries and others in the EU have
either been decided or are under discussion.
Furthermore, a large number of switchyards,
transformers and connection stations need
to be rebuilt or replaced in their entirety.
The rate of investment will therefore increase
substantially in the next ten years. There is a
major need to recruit skilled new employees,
and the pressure on recruitment will not be
helped by the fact that in the next five-year
period 55 employees will retire from Svenska
Kraftnit, most of whom are highly skilled. It
is therefore important that we clearly dem-

onstrate that we are an attractive employer.

Major infrastructure projects

Our employees will be greatly affected by
the major infrastructure projects that are
planned. One example is the "South West
Link” where Svenska Kraftnit is going to

construct the largest, longest and most

72

powerful ground cable in the world. Svenska
Kraftnit needs to bolster its expertise within
a large number of areas, including project
managers and engineers within electric
power and IT, but we also need to strengthen
our position within the areas of market and

administration.

Interesting job assignments in a high-
technology company

Svenska Kraftnit almost exclusively recruits
graduates. The job assignments within the
company have both depth and breadth and
often deal with new technologies. Svenska
Kraftnit offers attractive job assignments
that are challenging and provide develop-
ment for both groups and individuals.

We regularly conduct surveys and analy-
ses on whether there is a need to expand the
capacity of our transmissions. We also work
with land and permit issues and descriptions
of environmental consequences of planned
construction. Knowledge of control equip-
ment and technology ensures that we make
the best choice of technology. A procurement
phase is subsequently instigated in which
contractors submit tenders. The best bid is
accepted and then the actual construction
commences — which is often implemented
over a period of several years. When the con-
struction phase is completed our mainte-
nance team takes over and ensures that the
quality of the national grid is maintained.

The operational activities ensures that
the electricity in the national grid flows

round the clock. Operations need to be

planned and this is done through job as-
signments such as dealing with scheduled
outages, determining capacity, switching
schedules, operational instructions and reli-
ability issues. Svenska Kraftniit is also able
to simulate our power system in a powerful
real-time simulator.

On the market side we are working on
formulating regulations to contribute to an
electricity market that is open and with no
restrictions on competition.

Within the IT field we are working on
development, administration and operation
of the systems that are needed to enable the
national grid to be built and monitored,
so that trade can be conducted and that all
electricity flows can be read and converted

into invoices.

European cooperation

The future of the electricity supply is an
important issue that is under continual
discussion within the EU. The issues revolve
around future generation, transmission
capacity between countries, environmental
impact and technical development. Svenska
Kraftnits staff participate in working parties
throughout Europe where these issues are

discussed.

Modern new premises

In 2009 Svenska Kraftnit will move into

a newly built building of its own. It will
provide the opportunity to create modern
and flexible workplaces with the greatest pos-
sible environmental consideration in terms
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At Svenska Kraftnat it is perfectly alright to combine a managerial position with being a parent. At the start of 2007 the Swedish Association of Graduate Engine-
ers designated Svenska Kraftnat as Sweden’s most parent friendly company of the companies that employ a lot of engineers.

of construction method, choice of materials,
interior fittings and running of the building.
The goal is to certify the building as a "green
building”.

Healthy and parent-friendly company
Svenska Kraftnit is a healthy workplace. In
2007 sick leave was under 2.5 % and more
than half of the staff did not have a single
day off sick. Our work is both preventive
and remedial, with a clear objective that all
staff should return to work after a long-term
illness.

At the start of the year Svenska Kraftnit
was designated the most parent-friendly com-
pany among the companies that employ a lot
of engineers. A distinction that clearly dem-
onstrates that the company’s gender equality
work has been successful.

Focus on environmental issues
Svenska Kraftnit has a clear focus on
environmental issues. We set a high level of

environmental requirements when procuring
construction and maintenance contracts. If

we are to attract new employees it is very im-
portant that Svenska Kraftnit works actively

with these issues.

Social responsibility

Svenska Kraftnit is a company that is impor-
tant to society. It is our responsibility that
electricity is transferred from production to
consumption at all times, within the country,
but also to our neighbours. If the national
grid for electricity is not operational there are
consequences in almost all areas of society.
Staff at Svenska Kraftnit are keenly aware of
this responsibility and always have this over-
riding goal in front of them — the electricity
must get through! In line with this we must
be perceived as a responsible company that
takes responsibility for the environment, its
employees and its financial situation in both
the short and the long term.

Teamwork

One of Svenska Kraftnits fundamental val-
ues is teamwork. We want to have staff that
enjoy cooperating both within the company
and externally, and who understand the
significance of sharing their skills. When
the operating system is under pressure it is
additionally important that communication
and cooperation work well, both inside and
outside the company.

A stable company with a high turnover
and good financial results

A fundamental precondition when applicants
are selecting their future employer is that it
has a satisfactory financial situation. Svenska
Kraftnit puts the emphasis on a stable long-
term financial situation, at the same time as
meeting the yield requirements that are asked
of us. In the last ten years we have met these
targets nine times out of ten.
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New features in the natural gas sector

Natural gas market
opened up

On 1 July 2007 the final stage in the
deregulation of the natural gas market was
implemented, giving domestic customers
the opportunity to freely select their supplier
of natural gas. Deregulation commenced in
2001 when large industrial consumers were
able to select supplier. Since then the process
has taken place in stages, until the final stage

half way through 2007.

Svenska Kraftnat’s role

When the new Natural Gas Act came into
effect on 1 July 2005 Svenska Kraftnit was
appointed as the authority holding system
responsibility. This means that Svenska
Kraftnit is responsible for maintaining the
short-term balance between input and ex-
traction from the Swedish natural gas system.
One aspect of this is that Svenska Kraftniit
signs agreements with balance providers.
There are currently five balance providers

in the Swedish natural gas market. These
companies undertake to plan for balances for
the customers for which they have balance
responsibility and they are financially respon-
sible for the imbalances they cause. Svenska
Kraftnit is responsible for monitoring the
system and when necessary implementing
measures to maintain the balance in the
system.

Together with the two transmission net-
work operators, Swedegas and EON Gas
Sverige, Svenska Kraftnit supervises the work
of the Gas Market Committee, which in-
cludes representatives of both balance provid-
ers and distribution network operators, along
with consumers and the trade association of
the gas market. The committee is an infor-
mation and cooperation forum for Svenska
Kraftnit and the operators of the transmis-
sion networks, and it deals with issues con-
cerning tariffs, development of contractual
terms and other more general issues regarding
the development of the gas market.

During the year consumption of natural
gas amounted to approximately 11.5 TWh

(measured in gross calorific value).
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The natural gas network offers an opportunity to distribute biogas to customers, at the same time as it pro-
vides an equalisation effect and back-up in the event of disruptions to biogas production. According to vari-
ous studies there is considerable potential for production of biogas in Sweden. The potential from biological
processes (from, for instance, sewage slurry, manure and energy crops) is estimated at about 15 TWh.

What is happening in the
market?

New combined heat and power plants
The new Rya combined heat and power
plant was commissioned in Géteborg at the
turn of the year 2006/2007. The plant has
a capacity of 260 MW of electricity and
290 MW of heat and is currently the largest
single consumer of natural gas in Sweden.
In Malmé the Oresund plant is being con-
verted into a modern gas-fired combined
heat and power plant. This plant will have a
capacity of 400 MW of electricity and 350
MW of heat and will thereby be somewhat
larger than the Rya plant. The new Oresund
plant is expected to be put into operation
on 1 January 2009. The overall annual con-
sumption in these two plants may amount
to 7-8 TWh. However, the power stations
are partially replacing other plants, which
means that the net increase in consumption
of natural gas is more likely to be around

half that level.

Storage facility for gas

There is a storage facility for natural gas in
Sweden that was commissioned on 1 May
2006. The store is a demonstration facility
and it is relatively small, comprising 10 mil-
lion normal cubic metres. As Sweden does
not have the right geological conditions for
the type of storage facility that is nor-

mally used for seasonal storage of natural
gas, Sweden’s market will continue to be
dependent on storage in other countries in
order to even out the fluctuations in the
consumption pattern. The closest large stor-
age facility is located in Denmark.

Biogas in the natural gas network

Today small amounts of biogas are mixed
into the Swedish natural gas network. In
most cases the biogas is a residual prod-
uct from activities at sewage works and
waste disposal plants. After processing the
upgraded biogas can be fed into the natural
gas network and distributed to customers.
According to various studies there is con-
siderable potential for production of biogas
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The Swedish natural gas network. Source: Swe-
dish Gas Association

in Sweden. The potential from biological
processes (from, for instance, sewage slurry,
manure and energy crops) is estimated at
about 15 TWh. The natural gas network
offers an opportunity to distribute biogas to
customers, at the same time as it provides
an equalisation effect and back-up in the
event of disruptions to biogas production.
Both Géteborg and Malmé are currently
planning for large biogas production fa-
cilities with so-called thermal gasification
of wooden raw materials. The plant in
Goteborg is planned to be 100 MW and is
estimated to produce around 0.8 TWh of
biogas a year. The plant will be connected
to the Swedish natural gas network and
commissioning is planned for 2012.

Supply to the Swedish market

Since natural gas was introduced onto the
Swedish market, Swedish customers have
been exclusively supplied with gas from

the Danish North Sea fields. Over the
years these have offered a secure supply of
gas to Swedish customers. As the Danish
natural gas fields are now approaching peak
production, falling production levels are
however to be expected in the near future.
This means that there is reason to look

at alternative options for supplying the
Swedish market with gas. For some years
preliminary proceedings have been jointly
underway between Swedish and Norwegian
operators to examine the possibility of real-
ising a new offshore pipeline, Skanled. The
pipeline will extend along the Norwegian

south coast to the industrial areas south of
Oslo and onward over to the Swedish west
coast. It also includes an offshoot to Den-
mark and the Danish natural gas system. A
decision on investment is expected during
2009, and it would thereby be possible to
put the pipeline into operation in 2012.
The new supply pipe would enable
Scandinavia’s largest oil refinery, Preem in
Lysekil, to replace oil with natural gas. It
would thereby be possible to achieve large
reductions in carbon dioxide emissions.
The chemical industry is considering new
investments in Stenungsund if the project
is realised. Another supply route to Swe-
den could also deliver improvements to the
competition situation in the market.
Besides the positive effects detailed
above, an additional supply pipe would
give Sweden improved security of supply
in conjunction with critical supply situa-
tions. A short-lived critical event occurred
during autumn 2007 when production was
stopped on the Danish platforms on ac-
count of a severe storm. If a similar disrup-
tion to supplies was to occur in the future, a
second supply route would give the Swedish
natural gas market a completely different

supply option.

The world around us

In conjunction with Nordpool, Energinet.dk
is planning to start a gas exchange in Den-
mark in early 2008. The exchange will facili-
tate trade with parties that are not currently
able to trade anonymously in Denmark. An
exchange also brings about more transpar-
ent price fixing. At present there are a small
number of marketplaces for gas in Europe.
Two new marketplaces for gas were set up in
Germany during 2007.

Since 2006 a joint project between the
regulatory authorities and the companies
with system responsibility has been underway
within the EU to improve the regulations for
the commercial operators. The objective is to
achieve increased competition in the Europe-
an natural gas market. The work goes under
the name of the Gas Regional Initiative and
Sweden is part of the north west region. The
work was initiated by the EU Commission.

At the end of 2007 the EU Commission
published the so-called third energy policy
package including a proposal for more strin-
gent directives for the European electricity
and natural gas markets. Among other things
the proposals entail a requirement for separa-
tion between trading and network opera-
tions. It is also proposed that the regulatory
authorities are given more substantial powers

in the market.

The Rya combined heat and power plant came on line in Géteborg at the turn of the year 2006/2007. The

plant has a capacity of 260 MW of electricity and 290 MW of heat and is today the largest single consumer of

natural gas in Sweden.
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Environment and sustainability

A number of environmental audits have been carried out during the year in relation to construction and maintenance contracts in order to check whether the
environmental requirements we set out in contractor agreements are being met. As Svenska Kraftnat is a major purchaser of contract services, it is important
to ensure that the contractors we engage take the environment into consideration. The experiences gained from the audits has led to a number of environmental
improvements to the contracts.

Svenska Kraftnit has a solid ambition to be
a responsible company as our operation is
extremely important to society and is long-
term in character. In recent years Svenska
Kraftnit has reinforced its environmental
work in a number of ways, including through
supporting technical developments that

are environmentally compatible, adopting

a strict magnetic field policy and setting
environmental requirements when procuring
contract services.

Svenska Kraftnit is an important player
when it comes to delivering the Swedish
environmental goals. As a state utility, Sven-
ska Kraftnit has a special responsibility to
contribute to beneficial social development
in Sweden. Its role in terms of the environ-
ment does not therefore only include taking
responsibility for the direct impact of its op-
erations on the environment, the impact of
facilities on the landscape, the natural envi-
ronment and residential environment, for ex-
ample. An important aspect of environmental
responsibility is also to configure the Swedish
national grid to facilitate the expansion of re-
newable energy production in the country.

As a major purchaser of contract services,
it is important to ensure that the contractors
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engaged take the environment into considera-
tion. The most important tools are the envi-
ronmental requirements that are included in
the contractual agreements along with follow-
ing-up that the environmental requirements
are met. In conjunction with contractors,
during 2007 Svenska Kraftnit has focused its
work in particular on improvements within

this area.

Environmental policy and
goals

Svenska Kraftnit has high ambitions with
regard to taking environmental responsibility,
and it is doing so by

* continually endeavouring to reduce the
environmental load of its activities

* integrating environmental issues into all
activities including environmental consid-
erations in all decisions

* setting clear environmental targets and
designing procedures for following-up,
evaluating and improving the environ-
mental work

* taking account of environmental aspects
in procurements by setting environmen-

tal requirements for our suppliers and
contractors.

The following overarching environmental
goals have been formulated for the operation:

¢ The emissions of greenhouse gases caused
by operations shall be continuously
decreased.

e Stations and powerlines shall be located
and designed in an environmentally com-
patible manner in order to promote the
expansion of renewable energy production
in the country.

¢ Hazardous substances shall be successively
phased out. Those hazardous substances
that are used shall be handled so that they
do not leak out into the environment.

e The precautionary principle regarding
low-frequency electrical and magnetic
fields shall be followed through the ap-
plication of Svenska Kraftnit's magnetic
field policy.

¢ Biological diversity in the powerline cor-
ridors shall be benefited and the habitats

of endangered species preserved.

Svenska Kraftnit’s staff are displaying great
commitment to the environmental work.



During 2007 the incentive programme has
contained three goals within the environmen-
tal field. All three goals were achieved. The
goals were:

e Approved results shall be achieved in envi-
ronmental audits of five randomly selected
construction and maintenance contracts.

* By the end of the year all staff must have
successfully completed a web-based envi-
ronmental training course.

* Emissions of CO, from business travel
shall decrease in 2007 compared with
2006.

Processes with an
environmental impact

Planning the national grid

Planning the national grid entails an envi-
ronmental impact in terms of decisions that
are taken on forthcoming extensions, where
powerlines and stations are to be located and
which technical design they are to have. An
important global environmental aspect is
that the solutions selected must facilitate the
expansion of renewable energy production
in Sweden. Another global environmental
aspect is the energy losses that occur from the
electricity network. One of the factors that
determines the size of the losses is the techni-
cal design of the plants.

Location and design of powerlines and
stations naturally also has an effect on the
local environment. Land that is part of cul-
tivation, forestry or recreation areas can be
utilized. In densely populated areas people’s
local environment can be affected through
the impact on the landscape, exposure to
electromagnetic fields and noise pollution.

Further environmental aspects to take into
account when planning the national grid are
the substances and materials that are in the
plants. Such substances that are hazardous for
the environment are used in as small amounts
as possible.

The national environmental goals that affect

planning of the national grid are:

e Limited impact on climate — choice of
technical solution and location of plants
can be of major significance from a
climate perspective, for instance, through
the extent of energy losses.

¢ Non-toxic environment — the choice of
technical design determines what amounts
of, for instance, oil and metals will be
used.

e Swarming wetlands, Living forests, Rich

agricultural landscapes and Magnificent
mountain environments — impacts can
arise if different types of valuable natural
environment need to be utilized.

*  Good built environment — powerlines and
stations affect the landscape, noise pollu-
tion can arise.

* Safe radiation environment — location
and design of powerlines determine the
level of exposure to electromagnetic fields
people in the locality will be subject to.

* Arich plant and animal life — there can
be a negative effect if installation of a
new powerline entails damaging valuable
natural areas, and positive if the powerline
corridor can be a a refuge for endangered
species.

Goals and measures

It goes without saying that nowadays envi-
ronmental aspects are taken into account and
weighed up in network surveys and feasibility
studies. On many occasions environmental
issues can be decisive in planning and design-
ing new plants.

Extensive work is put into drafting envi-
ronmental impact assessments (EIA) in our
powerline projects. The EIA is an important
part of the permit application for a power-
line. An EIA provides a detailed account of
the environmental impact a planned pow-
erline is expected to entail. Alternative solu-
tions are analysed and a report is compiled
of consultations with authorities, local resi-

dents and interest groups.

In the Stockholms Strém project Svenska
Kraftnit has investigated an entirely new de-
sign for the future network for the Stockholm
region. 150 kilometres of old powerlines
will be removed. Most of these run through
densely populated areas. Great considera-
tion has been paid to the environment when
designing the new plants that are needed. In
some places pylons and station buildings will
be deigned in consultation with designers
and architects.

Svenska Kraftnit is working actively to
facilitate the expansion of wind power in the
country. The guidelines for connecting elec-
tricity generation facilities to the electricity
network have been reviewed in a report that
was submitted to the Government in June
2007. It will thereby be easier to connect fa-
cilities such as wind power plants.

A goal for 2007 was to have started a
programme for research and development
(R&D) focused on the environment. The
environment is an important area in Svenska
Kraftnit’s research and development opera-
tion. Several projects are underway with the
aim of developing new technology that will
reduce the environmental impact of our
plants. A total of SEK 4 million was used for
R&D within the environmental area during
2007.

Svenska Kraftnit’s environmental prize
was awarded for the first time in March
2007. The aim of awarding the prize, which

Green cars comprised 60 % of Svenska Kraftnat’s company cars during 2007.
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A long-term environmental goal for Svenska Kraftnat is to adapt the management of the power line corridors to benefit biological diversity. Four areas in Uppland
have been arranged as viewing areas where the results of adapted maintenance can be studied in powerline corridors. There are information boards in the areas
that describe the maintenance and the species of interest that are to be found in the area.

amounts to SEK 100,000, is to encourage
environmental improvements within Sven-
ska Kraftnict’s field of operations. The first
prize was shared between the company ABB,
which has developed a circuit-breaker with

a large number of environmental benefits,
and the butterfly expert Ingemar Frycklund,
who has demonstrated through many years of
study that powerline corridors represent im-
portant sites and refuges for species that are

otherwise endangered.

Extensions and conversions

A large proportion of Svenska Kraftnit’s
environmental impact arises in connection
with new building and conversions of pow-
erlines and stations, and also in conjunction
with scrapping old equipment. Emissions
take place from contractor’s machinery and
vehicles. Sensitive ground and vegetation can
be damaged in conjunction with construction
work. Environmentally hazardous substances
can be present in the equipment that is
demolished, which is why the handling
process when dismantling plants is of the
utmost importance. When new equipment
and materials are purchased there must be

a guarantee that no undesirable substances
are included. All construction for Svenska

Kraftnit is carried out by contractors. The
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most important tools to avoid environmental

impact are therefore setting environmental

requirements when procuring contracts and
following up the environmental requirements
when the contracts are implemented.

Extensions and conversion is affected
primarily by the following national environ-
mental goals:

* Limited impact on climate, Fresh air
and only natural acidification — emis-
sions from contractor’s machinery and
transports.

* Non-toxic environment — discharge of
contaminants into ground and water in
connection with construction work and
demolition of old equipment.

*  Good built environment — waste disposal.

Goals and measures

During 2007 Svenska Kraftnit started to
apply new environmental requirements for
construction and plant contracts that were
drawn up in conjunction with the contractor.
Special tools have been developed to evaluate
tenders and following-up of environmental
requirements. A web-based environmental
training course, specially adapted for the con-
tractors’ project managers, site managers and
supervisors, has also been produced. In 2007
47 persons successfully completed the course.

One goal during 2007 was that approved
results shall be achieved in environmental
audits of five randomly selected construction
and maintenance contracts. In order to get
an idea of what shortcomings there might be
in the contracts, to start with two trial audits
were carried out. The experiences from these
led to a number of environmental improve-
ments in the contracts during the autumn.
The five contractors that were audited at the
end of the year were judged to be very satis-
factory in most areas. Several environmental
audits will be undertaken during 2008 with
the aim of further improving the environ-
mental work in the contracts.

Maintenance

The maintenance operation is important for
Svenska Kraftnit’s environmental perform-
ance. It involves handling substances and
materials, persons and equipment are trans-
ported and machinery is used for jobs such as
clearance and grass cutting. There are risks of
undesirable emissions of hazardous sub-
stances, such as the greenhouse gas sulphur
hexafluoride (SF) in circuit-breakers and
gas-insulated switchyards, and oils in various
types of equipment. An important area is
waste disposal and how worn out equipment
is dealt with. The maintenance is carried out



by contractors, environmentally-compatible

procurement is therefore a central issue in

controlling the environmental impact.

It has been shown that the recurrent clear-
ances in the power line corridors can bring
about positive effects for plant and animal
species that are dependent on open ground.
Some powerline corridors are extremely rich
in species and constitute habitats for species
that are in danger of extinction.

A number of national environmental
goals affect the maintenance process:

e Limited impact on climate, Fresh air and
only natural acidification — emissions
from transports and contractors’ machin-
ery and also emissions of SF -gas.

* Non-toxic environment — discharge of
contaminants from old equipment into
ground and water.

*  Good built environment — waste disposal,
noise pollution (from transformers and
powerlines).

A rich plant and animal life — some envi-
ronments can be disturbed by clearances
while other environments have increased
in natural value through keeping the
ground open.

Goals and measures

Environmental audits have been imple-
mented in four maintenance contracts
during 2007. See the section "New building
and conversions”. The audits have led to a
number of measures to improve the main-
tenance operation. Other more longterm
measures will be implemented during 2008.
Among other things, better routines and
systems for environmental reporting will be
produced. This will make it easier to follow
up incidents, consumption of oil and other
substances, dealing with waste etc.

Since the properties of SF -gas that affect
the climate became generally known, Svenska
Kraftnit has been actively working to reduce
emissions from the plants. The amount of gas
that is put in is measured continuously. This
is done to enable abnormally large leaks to be
traced and rectified. Equipment that leaks is
replaced or sealed, and demands are placed
on the maintenance contractors with regard
to handling the gas and training staff. Svenska
Kraftnit is also gradually tightening up the
requirements on seals when purchasing new
products. Emissions from the national grid’s
facilities are low, lower than what is required
for new equipment according to international
standards. During the year measures have
been taken to reduce abnormally large leakage
of SF, from one of our circuit-breakers. New

The rare butterfly species Ancylis kenneli.

testing equipment has also been purchased to
measure dew point and the proportion of SF,
in circuit-breakers. This enables the SF -gas
to be utilized instead of being released as with
previous testing equipment. In conjunction
with the repair of a GIS plant (gas-insulated
switchyard) 10 kg of SF -gas was mistakenly
released.

A number of incidents entailing discharge
of oil have occurred during the year. Howev-
er, decontamination always takes place imme-
diately after a discharge, which is why there
is rarely any lasting contamination of the
ground as a result. Damage to the Oresund
cable caused about 4,000 litres of oil to leak
out. Extensive decontamination work meant
that the bulk of the oil could be dealt with,
but a couple of hundred litres of oil were lost
in the sea. A project is underway to carry out
an inventory of the dimensions and status of
oil collection pits. So far only one defective
pit has been found. This will be dealt with
during 2008. Another project is underway
to systematically register all PCB analyses of
oils in power transformers and reactors. There
are only a small number of local transformers
that are contaminated with PCB. An inven-
tory of buildings will be carried during 2008
out to clarify whether any contain PCB.

A long-term goal is to adapt the manage-
ment of the power line corridors to benefit
biological diversity. Several measures were
implemented during 2007. Inventories of a
number of powerline corridors in respect of
species-rich biotopes have been undertaken in
connection with forest inspections. Four areas
in powerline corridors in Uppland have been
arranged as demonstration areas where the re-
sults of adapted maintenance can be studied.
Information boards describe the maintenance
and the species of interest that are to be found
in the area. During the summer inventories of
butterflies were carried out in these areas. In

one area a species of butterfly was discovered
that has never previously been found in Swe-
den, Ancylis kenneli. In conjunction with the
county administrative board in Uppsala coun-
ty, we have drawn up a maintenance plan for
a section of powerline where the endangered
marsh fridillary butterfly is to be found. The
aim is that by adapting the maintenance of
the powerline corridor the butterfly will be
encouraged to increase in numbers and spread
throughout the area. We have also collabo-
rated with the county administrative board

in Jénkdping country in a project where the
natural values in powerline corridors are as-
sessed and followed up. A continuation of this
project is planned during 2008.

Grid operations

National grid operations comprises partly a
shortterm planning stage for measures that
have to be taken, partly a monitoring stage in
realtime that takes place in the control cen-
tres. To some extent this offers the possibility
of affecting the size of the network losses
through operational measures. This can take
place through, for instance, disconnecting
powerlines, which reduces the voltage.

A subsidiary within Svenska Kraftnit
owns a number of gas turbine plants. The
gas turbines are used solely as back-up power
stations during short periods in order to deal
with disturbances and extreme situations in
the power system. The emissions from these
gas turbines involve an impact on the climate,
among other things.

The national environmental goals that pri-

marily concern operational measures are:

e Limited impact on climate — operational
decisions that are taken affect transmis-
sion losses, there are emissions from gas
turbines if they have to be used.
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Goals and measures

A new tool to minimise the network losses

in the national grid has been developed. The
tool will enable staff in the control rooms

to simply determine what control measures
that will best reduce the transmission losses.
During 2007 the user interface has been
developed and tested with satisfactory results.
During 2008 the tool will be given a trial run
and evaluated so that hopefully at the end

of the year it will be possible to put it into
operation.

The gas turbines have been run more dur-
ing 2007 than during the preceding years.
This means that emissions of CO, have also
been greater. The main reason that the gas
turbines have been run is that the Forsmark
nuclear power station has periodically been
shut down during the year. Work construct-
ing embankments around the fuel tanks in
three of the gas turbine plants was completed
during 2007. This thereby removes the risk
of a large amount of oil being able to con-
taminate ground and water in the event of
any damage to a tank. The largest tank holds
13,500 m? of oil.

Office activities

Environmental aspects in terms of office
activities are heating, ventilation/cooling and
consumption of electricity in premises, inte-
rior fittings, I'T equipment, consumption of
office supplies and waste. One environmental
aspects of relatively major significance is the
business trips made by staff.

Key indicators — Impact on climate

The national environmental goals that con-

cern office activities are:

e Limited impact on climate, Fresh air and
only natural acidification — emissions
from transports and business trips, heating
and consumption of electricity.

*  Good built environment — waste disposal
and good interior environment.

Goals and measures

One goal during the year has been that CO,

emissions from business travel will be less

than that for 2006. It was predicted that the
goal would be difficult to achieve as Svenska

Kraftnit’s investment operation is growing,

and thus precipitating a greater requirement

for travel. Despite this the goal has been
achieved with some margin. Contributory
factors are reduced air travel, reduced car
travel (more car shares), more green cars etc.
Another goal for 2007 was that all staff
would complete a web-based environmental
training course and pass a subsequent test.

The course dealt with both environmental

issues that concern Svenska Kraftnits opera-

tions and more general environmental issues.

The goal was achieved and will hopefully lead

to a large number of employees becoming

more environmentally aware than previously.
A goal that has long been in place is that
all newly employed staff at Svenska Kraftnit
will receive basic teacherled environmental
training. Some 50 persons have completed
this course during 2007. In addition a train-

ing day on waste and waste disposal was im-

plemented for some 30 project managers and

maintenance managers.

Environmental
performance

The environmental impact from Svenska
Kraftnit’s main processes have been described
above. The two environmental quality goals,
Limited impact on climate and Non-toxic
environment can be regarded as the most
important goals on the basis of Svenska
Kraftnits operations and society’s values. The
measures that have been implemented to con-
tribute to the achievement of these goals are
described above under the respective process.

Limited impact on climate

The Swedish environmental goal, Limited
impact on climate means that the content of
greenhouse gases in the atmosphere must be
stabilised at an amount lower than 550 part
per million (ppm). The Swedish emissions of
greenhouse gases must, as an average value for
the years 2008-2012, be at least four percent
lower than the emissions in 1990. In one pro-
posal the Government makes the assessment
that emissions for Sweden in 2020 should be
25 percent lower than emissions in 1990.

It is important that Svenska Kraftnit is an
example when it comes to reducing emissions
of greenhouse gases. Svenska Kraftnits activi-
ties affect the climate through the transmis-
sion losses that occur in the national grid,
through emissions from our gas turbines,
emissions of SF6—gas, transports and travel, as
well as energy consumption in stations and

offices.

Key indicators — Non-toxic environment

2007 2006 2005 2007 2006 2005

Energy losses, % of energy Discharge of oil into ground

extracted from the grid 2,4 2,1 2,6 and water, litres® 4650° - -
Reduced losses as a result Environmental deconta-

of operational measures, GWh* 2.5 2,6 - mination, cost, TSEK 780 - -
CO, emissions, own gas turbines, Mercury, amount removed, kg 0,1 1781 -

tonnes 6018 4760 3805 Pylons impregnated with
Amount of SF-gas added, kg, 68 27 762 arsenic, number removed 44 - -
Emissions of SF; -gas, tonnes

CO_-equivalents® 1510 599 1687
SFG—gas em|55|ons,' prczportlon . Notes

of installed quantity, % 0,3 0,1 0,4 P -
Emissions of COQ, all business 2 Of which 44 kg due to breakdowns

trips, tonnes 395 428 _ ) Thé GWI’ value for SE is 22200.

4 Emissions not due to breakdowns amounted to 0.2 %

% of company cars that are 5 The bulk of this oil has been decontaminated and destroyed

environmental cars 60 40 30 6 Of which one discharge of 4,000 litres was caused by damage to the Oresund cable
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Non-toxic environment

When chemical products, goods, buildings

etc. are manufactured, used and scrapped,

there is a risk of chemical substances enter-

ing the environment. The environmental

goal, Non-toxic environment means that

within the space of a generation

e the proportion of substances that occur
naturally in the environment should be
close to the background levels

Quaking-grass in powerline corridor.

e the proportions of non-natural substanc-
es in the environment should be close to
zero and their impact on the ecosystem
negligible

* contaminated areas should be investi-
gated and if necessary dealt with.

Svenska Kraftnit has a relatively large impact

in terms of the environmental goal, Non-
toxic environment. This is partly due to the

responsibility for largescale equipment that
in many cases was installed long ago when
knowledge of materials and environmental
effects was less than it is today. In some cases
there is no new, less environmentally hazard-
ous technology available that can replace the
old equipment. Oil, wood preservative (creo-
sote), other chemicals and heavy metals are
substances that are used in our operations.
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Power industry terms

Ancillary services

Procured services, primarily from power pro-
ducers, which are necessary for the technical
operation of the system. These services primarily
comprise frequency regulation and access to gas

turbines as an emergency reserve.

Balance power
The imbalance that the balance provider has

caused in the national electricity system.

Balance provider

Power trading company that has entered into a
balance responsibility agreement with Svenska
Kraftnit. Balance providers are obliged to ensure
that a state of balance exists between the supply
and consumption of power in respect of their

undertakings.

Balance settlement

Svenska Kraftnit’s calculation of the balance
providers” imbalances on an hourly basis (balance
power). This results in a financial settlement being
produced every fourteen days in the form of an
invoice (Svenska Kraftnit has sold balance power)
or payment (the balance provider has sold balance

power).

Bottleneck
Section of the electricity network where the
transmission capacity is insufficient and where

congestions appear frequently.

Congestion
A situation when the demand for transmission

through a section of the grid is exceeding the
capacity.

Counter trading

The purchase/sale of electricity by the system, oper-
ator, i.e Svenska Kraftnit in Sweden, to reduce the
transmission of electricity in a congested section
on the grid. Counter trading prevents customers

from experiencing transmission limitations.

Final power
The difference between the actual, metered values
after 14 months and the provisionally calculated

values.

Final settlement

Svenska Kraftnit calculates the difference between
the balance providers’ actual deliveries to profile
customers (customers whose consumption is not
measured on an hourly basis) and their provision-
ally-calculated deliveries to these customers. Final
settlement means that the costs are redistributed

between the balance providers.

Island operation

Entails an electricity system being operated locally
within a limited geographic area (production, trans-
mission and consumption). Island operation can

be necessary if damage to the transmission network
makes it impossible for an area to be connected to

the electricity system otherwise.

Load frequency control

Svenska Kraftnit is responsible for permanently
maintaining the frequency of the electrical grid at
around 50 Hz. Deviations are compensated for via

the rapid regulation of production.

Point of connection tariff
Charging model for utilizing the electricity
network. The size of the charge is dependent

upon, among other things, the connection point’s

geographical location.

Profile settlement

A model for calculating and distributing the
volume of consumed electricity not measured
on an hourly basis. In doing so, deliveries can be

distributed among the players concerned.

Spot market
Nord Pool’s spot market, which is a marketplace
for power. Agreements are made at lunchtime for

all 24 hours of the following calendar day.

System protection

Automatic system for boosting transmission capacity
and/or operational reliability. For example, system
protection exists on the DC links between Southern
Sweden and the Continent. System protection im-
mediately reduces electricity exports on the DC links
if transmission levels in constraint 4 (a line running
approximately from Oskarshamn to Varberg) risk
becoming too high.

System-responsible company
(Transmission System Operator, TSO)

A company responsible for the reliability and
balance of the national electricity system. Svenska

Kraftnit has this role in Sweden.

Transit
The transmission, or transiting, of power via a

”third country”.

Transmission losses

The energy losses occurring in a network.

Definitions

Debt/equity ratio
Interest-bearing liabilities divided by adjusted

equity including minority shares.

Equity/assets ratio
Adjusted equity at year end in relation to total
capital. Adjusted equity is defined under “Return

on adjusted equity”.

Interest coverage ratio
The income for the year plus interest charges divided

by interest charges.
Net loan liability

Allocation and interest-bearing liabilities with deduc-

tions for financial interest-bearing assets.
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Net profit margin
The income for the year with deductions for stand-

ard tax at 28 % in relation to operating revenues.

Operating margin
Operating income in relation to operating

revenues.

Return on adjusted equity

The income for the year with deductions for
standard tax at 28 % in relation to adjusted
equity. Adjusted equity is defined as the average
of the year’s opening and closing restricted equity
(treasury capital and restricted reserves) and 72 %

of the non-restricted equity.

Return on capital employed

The result for the year plus interest charges in rela-
tion to average employed capital. Average employed
capital is the the balance sheet total less non inter-
est-bearing liabilities including deferred standard

tax in equity.

Return on total capital
The result for the year plus interest charges in rela-

tion to total average capital.

Self-financing level
Cashflow prior to changes in operating capital and

investments divided by investments for the year.



Addresses

Svenska Kraftnat, Head Office
Box 526

162 15 Villingby

Visitors: Jimtlandsgatan 99

Tel: +46 8 739 78 00

Fax: +46 8 37 84 05

Website: www.svk.se

e-mail: info@svk.se

Svenska Kraftnat, Halmstad

Box 819

301 18 Halmstad

Visitors: Kristian IV:s vig 3

Tel: +46 35 18 22 40, +46 35 18 22 30
Fax: +46 35 18 22 41, +46 35 18 22 39

Svenska Kraftnat, Solleftea
Nipan 51

881 52 Solleftea

Tel: +46 620 78 76 10

Fax: +46 620 121 46

Svenska Kraftnat, Sundsvall
Box 138

851 03 Sundsvall

Visitors: Erstagatan 2

Tel: +46 60 19 57 00

Fax: +46 60 19 57 09

Editor: Johnny Norling

Svenska Kraftnat, Vasteras
Melker Kontorshotell

721 83 Visteras

Visitors: Kopparbergsvigen 6
Tel: +46 21 32 89 87

Fax: +46 21 32 89 88

Svenska Kraftnat,
Asbro Training Centre
690 45 Asbro

Tel: +46 582 838 00
Fax: +46 582 512 10

Elforsk AB

101 53 Stockholm
Tel: +46 8 677 25 30
Fax: +46 8 677 25 35

Website: www.elforsk.se

Kraftdragarna AB
Seglargatan 15

721 32 Visteras

Tel: +46 21 17 04 80
Fax: +46 21 17 04 85

Website: www.kraftdragarna.se

Nord Pool ASA

Pb. 373

NO-1326 Lysaker, Norway
Tel: +47 67 52 80 00

Fax: +47 67 52 80 01

Website: www.nordpool.com
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(page 46). Fortum (page 28).

Nord Pool Spot AS

Pb. 373

NO-1326 Lysaker, Norway
Tel: +47 67 52 80 10

Fax: +47 67 52 80 01

STRI AB

Box 707

771 80 Ludvika

Tel: +46 240 795 00
Fax: +46 240 150 29

Website: www.stri.se

Svenska Kraftnat Gasturbiner AB
Box 526

162 15 Villingby

Visitors: Jimtlandsgatan 99

Tel: +46 8 739 78 00

Fax: +46 8 37 84 05

SwePol Link AB

Box 526

162 15 Villingby

Visitors: Jimtlandsgatan 99
Tel: +46 8 739 78 46

Fax: +46 8 37 50 39

Website: www.swepollink.se

Triangelbolaget D4 AB
Box 26

237 21 Bjirred

Tel: +46 7052928 11
Fax: +46 46 29 28 11

Website: www.triangelbolaget.se



The power transmission network
in the Nordic Countries 2008

|

The Swedish grid, comprises mainly 220 and
400 KV lines, switchyards and transformer
stations and foreign links for alternating (AC)
and direct current (DC).

Extend 2008 Overhead line Cable
400 kv AC 10643 km 4 km
275 kV AC 75 km =
220 kV AC 4295 km =
130 kV AC = 7 km

HVDC (High Voltage DC) 115 km 459 km

| | Hydro power plant
A Thermal power plant (CHP)
® Transformer or switching station
—— 400 kV line
300 kV line
—— 220 kV line

Joint operation link for
voltages below 220 kV

--------- Planned/under construction
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