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NET INCOME FOR THE YEAR AMOUNTED TO
SEK 850 MILLION

THE INVESTMENTS AMOUNTED TO SEK 3,642
MILLION, AN INCREASE BY SEK 1,267 MILLION

RETURN ON ADJUSTED EQUITY INCREASED TO
8,6%

THE DEBT/EQUITY RATIO AMOUNTED TO 54.8%

THE NUMBER OF PERMANENT EMPLOYEES
AT THE END OF THE YEAR WAS 478
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DIRECTOR GENERAL'S STATEMENT

»CONTINUED HIGH
INVESTMENT LEVEL «

The strong Swedish power balance remains. In
2012 anew record was achieved when Sweden
was able to export 20 TWh net. In the pastyear,
net exports were 10 TWh, despite hydropower
producing less than normal. However both
Swedish wind power and the nuclear power
plant at Forsmark hit a new production record
of 10 and 25 TWh respectively.

Swedish electricity prices have remained
lowand price differences within the country have
furtherdeclined. The average price difference
between electricity area Malmé (SE4) and
electricity area Stockholm (SE3) has fallen
from 1.7 6re per kWhin 2012 to only 0.4 6re per
kWhin 2013.

After more than two years of bidding areas,
it can be seen that Sweden has had a common
electricity price for about 90 percent of the
time. Major price differences between SE4 and
other bidding areas have only really occurred
on three occasions.

The first occasion was in November 2011,
whenallfourreactorsatRinghalswere shutdown.
The second was during the summer of 2012
when Svenska kraftndt reconstructed the lines
and substations in Hallsberg and Ekhyddan,

which limited transmission capacity to southern
Sweden. Although the price differential was
huge, itwas summertime withlow consumption
and low electricity prices. The third episode
occurredin November 2013, when transmission
capacity was restricted due to problems with
the equipment in one of the grid stations.

CONTINUED HIGH INVESTMENT LEVEL

The energy sectoraccounts for about 40 percent
of the total industrial investments in Sweden.
Comparedwith the first half of the 2000s, Svenska
kraftnat has increased annual investments
from the level of SEK 300 - 400 million to the
level of SEK 4000-5000 million.

There are several driving forces behind the
rapidly increasing volume of investment. The
main one is climate policy, increases of output
of several nuclear power plants, the goal of
removingbottlenecksintransmission capacity
in the country and increased integration with
the outside world.

InApril,the Board approved the Perspective
Plan 2025 - adevelopment plan for the Swedish
national grid. Thisis the firsttime that Svenska
kraftndt has established and published along-
term plan. It is important for the utility to be
able to prioritize activities and investments in
the short-termand dimension Svenska kraftnat's
line and project organisations correctly.

In five years the number of employees has
increased from about 300 to about 475. The
growthwill continuein 2015 and thenlevel off at
alevel between575and 600full-time employees.

Intensive workis nowunderwaywith devel-
oping the organisation and work towards
improved planning, procurement, project man-
agement, monitoringand documentation. During
the year a management programme has been
putinplacetoimprove coordination, prioritization
andresource planningwithin plant construction
projects. A dedicated procurement unit has
also beenset up.
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FOCUS ON THE WORKING ENVIRONMENT

AND ENVIRONMENT

A far greater focus and increased resources
have been put on health, the environment and
safety. In particular, efforts around the working
environment have beenintensifiedin the utility’s
construction projects. In-house working environ-
ment training is carried out and an easy to use
incidentmanagement systemisbeingintroduced.

Environmental work is also important.
Svenska kraftndt's environmental manage-
ment system has been certified according to
IS0 14001 standard for two years.

During the year criticism has been levelled
against Svenskakraftndt because it sometimes
uses creosote impregnated timber sleepersin
the foundations of pylons. Some municipalities
have sought to prohibit Svenska kraftnat’s con-
struction method and this will be tested in an
environmental court.

Svenska kraftndt is pursuing development
work to find better alternatives. Current use
refers to analysis indicating that steel or con-
crete foundations are environmentally worse
in alife cycle perspective.

The utility's use of creosote-treated timber
is permitted under EU chemicals regulation,
which takes precedence over nationallaw. Nor
is alicense required for its use by the Swedish
Chemicals Agency. Thereforeithas been funda-
mentally important for Svenska kraftnat that
creosote use —despite criticism from municipal-
itiesand individuals - is tested in court, so that
the correctlegal positiononthe matteris clarified.

INTEGRATION WITH THE OUTSIDE WORLD
Duringtheyear, the planningof SydVastlanken’s
western branch between N&ssjé and Oslo was
interrupted. In light of new planned connec-
tions from Norway to England and the conti-
nent, an additional connection with Sweden is
nota priority. Fromastrictly Nordic perspective,
this is to be regretted, as there are significant
limitations in transmission capacity between
countries. Onthe other hand, itisan expression
that Scandinavia nowlooksincreasingly toward
the continent. Thiscanalsobe seenasasignthat
the large intra-Nordic projects have already
beenimplemented.

Sweden'sintegration with the outside world
is by any standards very high. The project now
underwayis NordBalt - the submarine cable to

Lithuania, whichin 2016 willlink the emerging
Balticelectricity markettothe Nordic. Further-
more, conversations have started with the Ger-
man system operator 50 Herz about building a
new connection between Sweden and eastern
Germany. The prospects for that connection
will be affected however by market develop-
mentsin Europe.

CAPACITY MARKETS?

Scandinavia, Western Europe and the UK have
recently had their prices linked. This means
that the electrical power exchanges simulta-
neously and in the same way calculate market
prices and trading volumes between areas for
the next delivery day. But despite the EU's
declared ambitionto createacommon European
electricity market, thereis currentlya significant
lack of clarity about what the future market
design willlook like.

Inseveral countries, renewable electricity
has been subsidized to the extent that they are
now considering subsidizing old condensing
power plants, which have become unprofitable
butnecessarywhenthereisnowind.InPoland,
Germany, France, Italyand the United Kingdom
the introduction of different capacity mecha-
nisms has beendiscussed, whichrisks distort-
ing competition and impeding electricity trade
between countries. At home, Svenska kraftnat
has investigated the Swedish power reserve.
Unlike the capacity reservesthatare discussed
onthecontinent, the Swedishreserve essentially
isasort of extended "disturbance reserve”i.e.
itis designed to handle extreme situations that
might occur during cold weather and a signifi-
cant loss of production plants. Svenska kraft-
nat’s conclusionisthatthe gradual phasing out
of the Swedish power reserve can continue.

FINAL WORDS
Svenska kraftndt revenues and costs are
largely dependent on fundamental external
factors that are difficult to forecast. The out-
comein 2013 hasbeenbetterthanbudgeted for.
Overall, Svenska kraftnat reportsasurplus
of SEK 850 million, which exceeds the Govern-
ment's required return.

Stockholm, February 2014
MIKAEL ODENBERG
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THIS IS SVENSKA KRAFTNAT

RESPONSIBLE FOR
KEEPING SWEDEN GOING

Svenska kraftnat is responsible for managing
and developing the national grid for electricity
-the motorway of the Swedish electricity system.
The grid comprises 15000 km of 400kVand 220
kV powerlines, approximately 150 transformer
and switching stations, as well as 16 connec-
tions to neighbouring countries.

Svenska kraftnatis the system operator for
electricityand ensuresthatthereisacontinuous
balance between the electricity fed into and
withdrawn from the grid. Svenska kraftnat is
also the authority responsible for electricity
contingency planning and the supervising
authority for dam safety in the country.

In Sundbyberg there is a national control
room from where the grid is monitored and
controlled around the clock. Svenska kraftnat
also has offices in Sundsvall and Halmstad as
well asanoperations centrein Sollefted. Atthe
end of 2013 the utility had 478 permanent
employees, most of them working at the head-
quarters in Sundbyberg. In addition, several
hundred people are employed on a consulting
and contracting basis around the country.

Operations are financed largely by fees
which regional and large power generators,
such as nuclear power plants, pay Svenska
kraftnat for transmission of electricity on the
grid. The Swedish Parliament sets the frame-
work for Svenska kraftnat's investment and
financial activities. The Government states in
instructionsand appropriations the objectives,
reporting requirements and financial condi-
tions that apply to the utility.

AN IMPORTANT ROLE IN CLIMATE POLICY
Svenskakraftnat must promote an open Swedjish,
Nordic and European electricity market. The
utility develops the national grid and electricity
market in order to meet society's need for a
safe, environmentally friendly and cost-effective
electricity supply. Thus, Svenska kraftndt also
has animportant role in climate policy.

SVENSKA KRAFTNAT’S ROLE

IN THE ELECTRICITY MARKET

Svenska kraftnat’s network customers are com-
panies thatown facilities connected to the national
grid - major production facilities and regional
grids. A prerequisite for the balance between
supply and use of electricity is that production
is planned based on a forecast of consumption.
Theseforecastsare based oninformation from
the balance providing companies.

Balance provider companies are those
companies that via contract with Svenska kraft-
nat, have taken on the responsibility to ensure
that access to electricity is the same as the
electricity consumed. Electricity generators
andelectricity suppliersare examplesof balance
providers. An electricity supplier may itself be
abalance provider or maytransferresponsibility
to another entity. The local electricity network
companies submit the consumption figures to
Svenskakraftndt, which uses themto calculate
how the balance providers are to balance pro-
duction against consumption.
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THE ROUTE ELECTRICITY TAKES

The electricity market consists of two parts -
the transmission of electricity (physical) and
also electricity trade (financial). The physical
part is when electricity is transported from
power stations to the electricity user. Electricity
networks, which consist of local, regional and
national grid, constitute natural monopolieswhich
are under the supervision of the Inspectorate.

The financial part is the trade of electricity,
which means producers sell electricity, usually
through the electricity exchange to electricity
suppliers who in turn sell it to the electricity
user. This activity takes place with open com-
petition between operators. Thus the electricity
user pays for two different services: for elec-
tricity consumed and to get the electricity
transmitted on networks.

The marketplace for trading in electricityis
the Nordic power exchange Nord Pool Spot that
hasaspotmarket (physicaltrade) forthe trading
of electricity per hour for the next day. Nord
Pool Spot is owned by grid companies in the

Nordic and Baltic countries and is headquar-
tered in Oslo. The Stockholm Stock Exchange
Nasdag OMX has a futures market (financial
trading) forlong-termtrading where the operator
can secure their electricity prices for several
years in the future. Most trade per hour takes
place onthe spot market, while a smaller partis
done bilaterally between electricity generators
and electricity suppliers. Evenlong-termtrade
may be bilateral, usuallywith the help of brokers.

Electricity market participantsalsoinclude
system operators in other countries. Svenska
kraftnat is working closely with the system
operators in Norway, Finland and Denmark to
run the electricity system effectively. Interna-
tional cooperationis constantly evolving, having
a steadily more strong European focus. All
European national grid operators cooperate in
the organisation ENTSO-E *.

1 European Network of Transmission System Operators
for Electricity (ENTSO-E).
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THE PAST YEAR

AN EVENTFUL YEAR

JANUARY

The Nordic system operatorsbeginatrial of
a new common automatic frequency resto-
ration reserve (FRR-A) forlarger frequency
deviations.

APRIL

The Svenska kraftndt Board decides —in col-
laboration with the Norwegian Statnett - to
close down the western branch of the
SydVastlanken project. Thereasonisthatthe
branchcannolongerbejustified fromamarket
perspective.

The Board adopts the Perspective Plan 2025.
The long-term plan for the development of
Svenska kraftnat specifies Svenska kraftnat
priorities for ten to fifteen years.

FEBRUARY

The investment plan for 2014 - 2016 is sub-
mitted to the Government. Svenska kraftnat
investmentis estimated at SEK 14 billion for
the period, mainly because of energy policy
objectives, increased power input from
nuclear power plantsandincreased market
integration.

Director General Mikael Odenberg partici-
patesinJapanRenewable Energy Foundation
talks and seminars in Tokyo on Japanese
electricity market reform.

MAY

Svenska kraftndt signs contracts for two
sections of SydVastlanken's northern
branch. These are the last of the projectand
means that Svenska kraftnat has procured
contracts for a total of SEK 5.2 billion in the
SydVastlanken project.

MARCH

The annual customer and stakeholder
meeting bringstogetherindustryand market
participants. Svenska kraftndt presentsthe
long-term investment plans and organises
panel discussions on topics such as wind
power and electricity. Speaker Gedvilas i
Seimas (Lithuanian Parliament] visits Svenska
kraftnatalong with former Prime Ministers
Kubilius and Kirkilas.

JUNE

The power reserve for the winter 2013/2014
is procured. Svenska kraftnat will dispose
of 1,489 MW, of which 531 MW represents
consumptionreductions. Swedgas AB takes
overthe systemandbalance provisiononthe
gasnetworkinSweden from Svenskakraftnat.
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AUGUST

Svenska kraftnat submits this year's power
balance reporttothe Government. It evalu-
ates how the power balance is maintained
during the winter 2012/2013 and provides a
forecast for the coming winter. The report
found small differences within the country
and a continued strong power balance.

NOVEMBER

The Government submits a bill on the clas-
sification of hydroelectricdamsonthe basis
of social impact in event of an accident.
Svenska kraftnat’s regulatory guiding role
is outlined in the proposal and dam owners
aregivenclearerresponsibilities related to
security.

General Director Mikael Odenberg partici-
pates in an energy seminar at the Nobel
Prize Memorial Week in New Delhi.

Svenska kraftnat signs a connection agree-
mentwith Gotlands EnergiAB (GEAB)onanew
electricity connection to Gotland, which
allows forafuture,large-scale deployment
of wind power on the island.

DECEMBER

A new research and development plan for
2014 - 2016 is established. The plan priori-
tiesinclude the areas of renewable energy,
smart grid projectsand collaborations with
universities.

Svenskakraftnat, together with Statnettand
Fingrid, starts a company, eSett Oy, which
willhandleacommon Nordicbalance settle-
ment with a planned startin 2015.

OCTOBER

The Government gives Mikael Odenberg,
Director General since 2008, a continued
mandate to the end of February 2017.

The Board adopts the grid tariff for 2014.
The capacity charge is kept unchanged
while the usage fee is reduced due to lower
costs forthe procurement of loss electricity.

The Boardraisesthe balance providers'fees
for2014duetoincreased costsforreserves.

Deputy Director-General Bo Krantz and
Chief Financial Officer Magnus Stephansson
participateinthe 22nd World Energy Congress
in Daegu, Korea.

An evaluation of the current closure of the
Swedish power reserve is submitted to the
Ministry for Enterprise, Energy and Com-
munications. The report finds that the con-
ditions that formed the basis for the 2010
parliamentarydecisionarestillvalid. Svenska
kraftndt proposed, however, to decide upon
thedivision of productionreservesandcon-
sumption reductions.
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FINANCIAL OVERVIEW 2013

FINANCIAL OVERVIEW 2013

2013 IN BRIEF

OPERATIONS DURING THEYEAR 2013 2012
Energy supplied to the grid TWh 119.3 123.5
Withdrawn energy from the grid TWh 116.5 120.0
OPERATIONAL RELIABILITY

Disturbances on the national grid No. 177 202
Disturbances with power failure No. 1 3
Energy not supplied (ENS) MWh 0,2 7
Power not supplied (PNS) Mw 10 23
FINANCIAL FACTS

Group operating revenue MSEK 10111 9789
Consolidated profit * MSEK 850 950
Return on adjusted equity** % 8.6 9.5
Debt/equity ratio % 54.8 30.4
Investments MSEK 3642 2375
Total assets MSEK 18635 15932
EMPLOYEE INFORMATION

Permanent employees No. 478 449

* Netincomeis presented starting in 2013 including minority share of income, the comparative figures

for previous periods have been adjusted.

** After tax equivalence 22 percent. From 2012, the key figures of earnings before taxes are estimated
against previous onesin the year's results. Key figures for the period 2007-2011 have not been adjusted.
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ECONOMIC DEVELOPMENT
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WHAT DRIVES OUR WORK AT SVENSKA KRAFTNAT WHAT DRIVES OUR WORK AT SVENSKA KRAFTNAT

FACTORS AFFECTING THE )
DEVELOPMENT OF THE SVENSKA KRAFTNAT'S
NATIONAL GRID LONG-TERM INVESTMENTS

Svenska kraftnat is undergoing an intense
period where the parent entityis expandingand

CLIMATE OBJECTIVES strengthening the grid. Energy and climate
policies are the largest and most comprehen-

> The EU’s climate and energy package to promote sivedrivers for network investments today and
renewable energy in the future. Overall, the volume of invest-

> Continued expansion of wind power and ments up until 2025 will be SEK 55-60 billion.
increased wind power integration This volume includes both new investments

andreinvestments. Some of the utility’s ongoing
investments are:

(:1:) SydVastlanken - SydVastldnken built to enhance

~ thereliability and capacity of the Swedish national
grid. The connectionis alsoimportantto plan for the
large-scale expansion of wind power.

A COMMON EUROPEAN (2 ) Stockholms Strém - Together with electricity net-

&/

ENERGY MARKET ~ work companies Vattenfalland Fortum, Stockholms

Strom reinforces Svenska kraftndt's electricity
supply to the capital to allow the region’s continued
growth. Just over fifty subprojects are being imple-

> Thethirdinternal market package for electricity mented, including new ground cables, submarine

and gas - enhance competition in electricity and cables, overhead lines, tunnels and substations.
naturalgas markets (’5\) Gotlandsforbindelsen - Svenska kraftnat has
> Asafeandsecure energy supply to European " decided to build an electricity network connection

between Gotland and the mainland to enable large-

consumers scale deployment of wind power on Gotland.

> Anincreased marketintegrationin northern Europe

(:l.:) NordBalt - Svenska kraftnat together with Lithua-
~ nian national grid operator LitGrid AB is building
a DC connection between Sweden and Lithuania.
When the cable to Sweden is complete, the Baltic
countries will be fully integrated with the Nordic

and European electricity market.

IMPROVED RELIABILITY

(‘5)) Ekhyddan-Barkeryd - Svenska kraftnat is planning

" tobuild a new 400 kV line in northern Smaland. The
grid needs to be strengthened after the rebuilding
andincrease in power that has been implemented at
the Oskarshamn nuclear power plant.

:'(/\

> Theincreased dependence on electricity
requires a reliable national grid

> Major need for reinvestments

> Increased amount of renewable generation
affects the electrical system’s balance position
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WHAT DRIVES OUR WORK AT SVENSKA KRAFTNAT

WHAT DOES THE INVESTMENT
VOLUME MEAN FOR SVENSKA

KRAFTNAT?

The extensive volume of investment places
higher demands on both financingand capacity
to manage the increased pace of investment in
operations.

To meet the challenges ahead, Svenska
kraftndt has hired many new employees in
recentyears. Svenska kraftndt aims to become
one of Sweden's best workplaces. By way of this
goal the utility aims to be a modern and stimu-
latingworkplace thatis committed to recruiting,
retaining and developing the right skills.

A GROWING ORGANISATION
REQUIRES CLEAR LEADERS
A growing organisation also places greater
demands on leaders. Clear and goal-oriented

management is one of severalimportant char-
acteristics that Svenska kraftnat is aiming at.

This is achieved by developing the leaders in
the organisation and giving them the relevant
tools to manage leadership’s many dimensions.

...AND SKILLED EMPLOYEES
Accordingtoemployee surveys Svenska Kraftnat
employeesareattractedtothe operation’s critical
societal missionsandchallenges. Transparency
pervades the utility’s culture and this is one of
many featuresthatare takenintoaccountduring
recruitment.

Other keyfeatures of the utility’s employees
are the willingness to collaborate and share
their knowledge with others. Pridein perform-
ing well and providing expertise are common
driving forces within the organisation.

31 YEARS

THE AGE OF OUR YOUNGEST MANAGER.

THE AVERAGE AGE HAS CHANGED APPRECIABLY OVER THE LASTTEN YEARS. FROM
BEING AN ORGANISATION WITH MANY OLDER CO-WORKERS, THE AGE PROFILEIS

NOW SIGNIFICANTLY MORE BALANCED.
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REPORT OF THE BOARD
OF DIRECTORS 2013
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" »EXERCISE THE ROLE OF SYSTEM- -+ = =

OPERATOR FOR ELECTRICITY
AND NATURAL GAS IN'A COST

EFFECTIVE WAY « k.
» PROMOTE AN OPEN SWEDISH,

NORDIC AND EUROPEAN MARKET i

FOR ELECTRICITY AND NATURAL >

GAS «

~ »WORKFOR A ROBUST POWER
SUPPLY« °“ " :
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REPORT OF THE BOARD OF DIRECTORS 2013

HOW SVENSKA KRAFTNAT

IS LED

PARENT ENTITY SVENSKA
KRAFTNAT'S MISSION

AND GOVERNANCE

Svenska kraftnat’s missionis givenin Regulation
2007(2007:1119) with instructions for the parent
entity Svenskakraftndtandintheannualappro-
priation from the Government. The utility’s main
missionis to

> Provide safe, efficientand environmentally
friendly electric power transmission on
the national grid,

> Exercise therole of system operator for
electricity and natural gasin a cost
effective way?,

> Promote an open Swedish, Nordic and
European market for electricity and
natural gas,

> Work forarobust power supply.

Svenska kraftnat’s vision as well as long and
short-term goals is based on the mission that
the Government has given the utility. A situa-
tional analysis and a review of the long-term
targets can be found in the annual business
plan. Goals for the coming financial year are
subsequentlyworked onand setdowninabusi-
ness planand associated risk analysis. The risk
analysis describes the material risks that could
hinder Svenska kraftnat in achieving set tar-
gets aswell as measures to manage the risks.

Svenska kraftndt also establishes a three-
year investment and financing plan each year
which is subject to parliament for approval.

In 2013 Svenska kraftnat’'s Board agreed
uponthe Perspective Plan 2025, to meet the need
for more long-term planning. The plan clarifies
Svenska kraftnat priorities and intentions for
the development of the grid for about 15 years.

The Government appoints the Board and
director of the authority (Director General).
Svenska kraftndtis organisedinto nine depart-
ments. In addition, there are five councils for

interacting with various external stakeholders.
The Group consists of the parent company, a
subsidiary and six associated companies in
Sweden, Norway and Finland. The main asso-
ciated company now is Nord Pool Spot AS,
headquarteredin Oslo®.

INTERNAL GOVERNANCE

AND CONTROL

Internal governance and control refers to the
process used to ensure that Svenska kraftnat,
with reasonable certainty, meets the opera-
tional requirements that the Government
imposesonthe authority’sleadership. The pro-
cess is based on four phases in addition to the
control environment.

> Control environment is the utility’s envi-
ronment for internal control. The utility’s
values reflect the values that guide our
employee’s actions. The organisation’s
leaders must be able to motivate, inspire
and be good role models. Regular activities
to develop the skills of managers and
employees are conducted. There are also
policies, guidelines and instructions that
guide and support managers and employees
in their daily work.

> Riskassessment, which entails identifying
and evaluating risks that the goals of the
operation cannot be fulfilled, will be identi-
fied and assessed. Svenska kraftnat annually
identifies general risks in the utilityin con-
junction with the business plan. An action
planis developed to manage the risks
identified. Risk assessmentis also aninte-
gral part of the utility’s project work and

2 System operator for Swedish natural gas supply was
handed over to Swedegas ABon 1 June.

3 SeeSection Subsidiaries and associated companies
for more detailed information.
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ORGANISATION CHART

CONTINGENCY
PRESIDENT — BOARD PLANNING COUNCIL
AND CEO FOR ELECTRICITY
PLANNING
COUNCIL
COORDINATION
e AND CORPORATE
FUNCTIONS
ELECTRICITY MARKET
COUNCIL
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AUDITING AND PERMITS
OPERATIONS
COUNCIL
GENERAL
COUNSEL HR DIVISION
DAM SAFETY
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CORPORATE
FINANCE
POWER SYSTEM ASSETS DIVISION PROJECTS DIVISION COMMERCIAL et
OPERATION DIVISON DIVISON

line operations, such as working environment.
Eveninthis areaactivities are found to
manage the risks identified.

> Control activities details which controls
have been selected to manage the risks
that have beenidentified. Thereisacom-
prehensive policy and guidelines for risk
management at Svenska kraftnat. Control
measuresin financial statementsinclude
clear decision-making processes for sig-
nificant decisions as well as profit analysis.
Inaddition, the controls that are performed
are both manual and automated. Theyinclude
procedures for ensuring the existence of
assets and liabilities and that the assets,
liabilities and financial transactions have
been correctly recorded. Training and skills
policies are alsoincluded in the utility’'s
control activities.

> Information and communicationto ensure
that the governance functions effectively
requires awareness among employees of

policies and guidelines, including authority
and responsibility. Important tools for this
are Svenska kraftnat’s intranet, continu-
ous employee training and workplace
meetings and emails. The Board receives
information on developments regarding
the way of working to ensure internal gov-
ernance and control from the Director Gen-
eraland Audit Committee. External com-
munications consist of such things as
reporting to other authorities and external
financial reporting. Thereisalsoan
approved policy of communicationand a
press policy. The website is animportant
part of the utility's communication. Annual
reports, interim reports and other docu-
ments that are of interest to the public are
published here.

> Followupinvolves both monitoring of the
internal control systemin order to identify
any shortcomings and monitoring of oper-
ations and set goals. Follow-up of the busi-
ness planis performed quarterly withan
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annual summaryin February after the end
of the fiscal year. In other areasitis moni-
tored annually, according to each project
and assignment plan or by agreement for
individual tasks. Theinternal auditor reports
their findings regularly to the Director
Generaland to the Board and its Audit
Committee. The external auditors also
conduct special audits of operational areas.

Svenska kraftndt's Board has appointed an
Audit Committee. It is headed by the Deputy
Chairman of the Boardand preparesthe annual
internal audit plan and matters of risk assess-
ment, internal control and financial reporting.

ACTIVITIES DURING 2013

In 2013, the utility hasworked with the internal
governance and control in the above phases.
The goal structure hasbeendevelopedinorder
toimprove the conditions for effective govern-
ance. An action plan againstirregularities has
been prepared. Activities have also taken place
toimprove the utility'sworkin the areas where
the National Audit Office and internal auditor
made observations during their audits. In
essence, these observations touched on the
financial statements, national grid settlement,
fixed assets, payroll and payment procedures.

RISK MANAGEMENT

Group risk management, in accordance with
the requirementsin the Ordinance on Internal
Management and Control, is integrated in the
various stages of the business plan. Identification
of significant risks at utility levelis compiledin
a risk report together with a plan of action.
These risks are dealt with by the departments
concerned. Riskmanagementis monitoredand
reported to the Board.

During 2013, the utility has worked on a
regular basis with preventive measures to
reduce or eliminate risks.

The significant risks are described in "Risk
analysis under regulations oninternal govern-
ance and control” as determined annually by
the Board.

In addition to the operational risks, the
high level of investment activity means that the
agency faces a number of financial risks.
Through an effective long-term management
of these risks it is ensured that Svenska kraft-
nat attains the economic objectives set out by
the Government.

OPERATIONAL RISKS

The significant operational risks that were
managed in 2013 related to (among other
things) delays in construction projects, the
connection of renewable electricity genera-
tion, frequency planning on the national grid
and the risk of sabotage of installations and
breakdowns.

There are several risks associated with the
possibilities of keeping the utility's various
construction projects on schedule. This con-
cerns the ability to obtain necessary permitsin
good time, managing interruptions, and prior-
itizing development projects correctly. Meas-
urestakentolimittheserisksare,amongother
things focused on standardizing work methods
and a new method for prioritizing projects.

Svenska kraftnat currently operatesalarge
number of development projects for overhead
linesand stations. It takes alot of resourcesand
specialized skills, both internally in the utility
and externally among contractors, designers
and consultants engaged for the construction
of stations and lines. To make up the resource
and skills shortages Svenska kraftnatis hiring
both contractors many new employees.

Workis ongoing toimprove project control,
project management, monitoring and control.

Svenska kraftnat’s operations are of central
importance to the Swedish electricity supply.
It is therefore considered to be particularly
important to society bothin the shortandlong-
term. Operations may be subject tointerference
and pressures of manykinds. Interference may
be caused by technical failure or deliberate acts
aimed at causing damage. This analysis is
reportedtothe Government Offices of Swedenand
the Swedish Civil Contingencies Agency (MSB).

The risk of this kind of outage on the grid
causing serious implications for society and
implications for end users is relatively small.
The gridis robustly constructed with excellent
opportunities to maintain the electricity supply
even in disturbed operating conditions. The
risk of a major power failure cannot be com-
pletely eliminated. Svenska kraftnatis takinga
range of measures, including a major invest-
ment programme to furtherincrease the relia-
bility of the grid.

The risk and the likelihood of sabotage
against Svenska kraftnat plants are currently
small. The threat situation may change rapidly.
When rebuilding or constructing Svenska
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kraftnat station facilities, physical protection
has been increased significantly by better
perimeter security. CCTV has been installed
forsurveillance of facilities and key parts fitted
with alarms.

An extensive expansion of renewable elec-
tricity, especiallywind poweris underway. This
affects the system balance, as production from
wind power cannot be controlled and is difficult
to forecast. Moreover, uncertainty about pro-
ductionvolumesandlocalization of wind power
causes a difficulty in Svenska kraftnat's long-
term planning. Tolimit the risks, the utility has,
among other things, developed close working
relationships with participants and provided
guidance onissuesregarding the connection of
wind power to the grid, and participated in a
Nordic analysis group focusing on frequency
and balance issues. In addition, there are
ongoing effortstoimprove project control, pro-
ject management, monitoring and control.

FINANCIAL RISKS

Svenska kraftnat’s centralrolein the electricity
market and the high rate of investment causes
significant economic flows. Thus the utility is
exposed to avariety of financial risks, including
creditrisk, currencyrisk,interestrateriskand
liquidity risk. The management of these is reg-
ulated in the utility’s financial policy. The
approachisthatrisks should be managed with
along-term perspectiveinorderto create stable
conditions for the economy of the utility.

As a result of the transmission losses that
occur on the grid Svenska kraftnat is one of
Sweden's biggest electricity consumers. The
risks that Svenska kraftndt is exposed to
throughthe procurement of networklossesare
handled according to the utility’s guidelines for
procurement of network losses.

OTHER RISKS
Svenska kraftnéat's ability to monitor and con-
trolthe gridis based on well-functioning ITand
telecommunications systems. The IT and tele-
communications systems are built with a high
degree of redundancy to secure operation.
Another important aspect of reliability is to
analyzeandcorrectweaknessesin IT security.
This occurs both in terms of technology, regu-
lations and routines as well as through working
with behaviour and accountability.

Svenska kraftnat has an environmental
management system certified according to the

ISO 14001 standard to ensure and organise
environmental activitiesthroughoutthe organ-
isation. Itisimportanttolimitthe environmental
impact of operations. Thisreducesthe risk that
environmental assessments delay investment
projects. Inaddition, the utility performs envi-
ronmental audits and environmental require-
ments are set out in the procurement of con-
structionand maintenance contracts. The utility
workswithtrainingand communicationinternally
to continually raise awareness of the environ-
mental requirements that the utility must follow.

SECURITY WORK

The goal of security work at Svenska kraftnatis
thatitshould beintegratedintothe organisation’s
coreoperations. This creates better conditions
for operational control of the securitywork and
the management of current risks.

During the financial year, work on the
review of the utility’sinternal safety regulations
has continued and guidelines and instructions
for certain priority areas have been developed.
A measurement of information security within
the parent entity’'s various business segments
has been carried out to examine whether the
existing security of the organisation is appro-
priate totherisks Svenskakraftnatis exposed to.
The security level was judged to be good. In
accordance with the requirements of the saker-
hetsskyddsférordning (Swedish Security Ordi-
nance), a security assessment has been made
by Svenska kraftnat.

In line with the Swedish Armed Forces’
regulations on signal security, a review of sig-
nal securityinstructions forall signal security
systems at Svenska kraftnat has been imple-
mented. Annual audits have been performedon
two systems.

As the sector responsible authority in the
field of security the utility has dealt with
approximately 12,000 security matters. These
cases involve personal investigations and
records checks on persons involved in critical
activitiesin the electricity supply.
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SUBSIDIARIES AND ASSOCIATED COMPANIES

The Svenska kraftnat Group has one subsidiary as well as sixassociated companiesin Sweden, Norway

and Finland.

SUBSIDIARIES

TURNOVER

SwePol Link AB

During the year SwePol Link AB and its Polish
subsidiary were liquidated, the Polish subsidi-
ary in September and the parent company in
December. The Svenska kraftndt consolidated
income statementincludes the income of Swe-
Pol Link companies up to the liquidation date.

There was no turnover for the year.

Svenska Kraftnat Gasturbiner AB
The company is wholly owned by Svenska
kraftnat and is responsible for operating and
maintaining the gas turbine plantsitowns. The
facilities are needed to handle disturbancesin
the power system.
The Company owns eleven gas turbines in
Varberg, Norrkdping, Trollhattan, Norrtaljeand
Goteborg, with a combined capacity of 700 MW.

Turnover amounted to SEK 83 (81) million.

ASSOCIATED COMPANIES

TURNOVER

Nord Pool Spot AS

The Company operates a marketplace for the
physicaltrade of electricityin the Nordic coun-
tries and the Baltic states, the so-called elec-
tricity spot market. Svenska kraftnat and Stat-
nett each own 28.2 percent of the company.
Energinet.dk and Fingrid each own 18.8 per-
cent while Augstsprieguma Tikls, Elering and
Litgrid each own 2 percent.

Gross turnover amounted to NOK 113 000 (90
000) million and net turnover of NOK 232 (195)
million. The physical electricity trading on
Nord Pool Spot amounted to 493 (432) TWh.

Triangelbolaget D4 AB

The company administers the fibre-optic links
between Stockholm, Oslo, Géteborg, Malmd
and Stockholmon behalf of its partners. Leasing
revenues go directly to the partners. The com-
panyisownedinequal sharesby Svenska kraftnat,
Vattenfall AB, Fortum Distribution AB and
Tele2 AB.

Turnover amounted to SEK 32 (25) million.
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ASSOCIATED COMPANIES

TURNOVER

Kraftdragarna AB
The company has the primary task of providing
contingency facilities on behalf of the owners
forthetransportof transformers, reactorsand
otherheavy components that make up the elec-
tricity supply system.

The shareholdersare Svenska kraftnat 50%,
Vatenfall 25% and Vattenfall Eldistribution 25%.

Turnover amounted to SEK 49 (44) million.

STRI AB

The company conducts research and develop-
mentinthe field of electric powertransmission
and high voltage testing on behalf of the share-
holders and other stakeholders. The share-
holders are Svenska kraftnat 25%, ABB 50%,
Statnett 12.5% and Det Norske Veritas 12.5%.

Turnover amounted to SEK 87 (84) million.

Elforsk AB

Elforsk conductsjoint operationsin the field of
research and development on behalf of the
electrical power sector in Sweden. Svenska
kraftnat is mainly involved within the areas
transmission of electricityand developmentof the
electricity market. Svenska kraftnat owns 25 %
ofthe companyandthe remaining 75 %is owned
by the industry association Svensk Energi.

Turnover amounted to SEK 165 (138) million.

eSett Oy

The company was formed in December 2013in
ordertohandleacommon Nordicbalance settle-
ment from 2015. Shareholders are Svenska
kraftnat, Fingrid and Statnett with 33.3 percent
each. The businessis under construction.

The Company had no turnover during 2013.

Results

The associated company that is part of the
Group and has the greatest impact on the
Group'searningsis Nord Pool Spot AS. Svenska
kraftnat’s share of income in the respective
companiesisincludedinthe consolidated profit.
The profit componentsamounted to SEK 19 (23)
million of which SEK 5 (9) million relates to
results from a newissue of Nord Pool Spot AS.

SHARE IN PROFITS FROM

ASSOCIATED COMPANIES (MSEK) 2013 2012
Nord Pool Spot AS 16 21
STRIAB 2 1
Kraftdragarna AB 1 1
Others 0 0
TOTAL 19 23
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FINANCIAL POSITION

According to the letter of governance parent
entity Svenska kraftndt must achieve a return
on adjusted equity, following deduction for tax,
of 6% excluding profit components from sales
inassociated companiesaswellasanysurplus
or deficit from operations relating to electricity
certificates and guarantees of origin. Capacity
Charges (congestion revenues) obtained when
thereare price differences between the bidding
areas must be handled pursuanttothe European
Parliamentand Council Regulation No 714/2009,
resulting in a provision for unused capacity
charges.

The return on adjusted equity for 2013 was
8.6 (9.5) percent, which means that the goal was
achieved. In the parent entity, the return was
8.9 (10.0) percent.

The debt/equity ratio was 54.8 (30.4) percent
which is in line with the letter of governance's
ceiling of a maximum of 110%.

The Government's dividend policy stipu-
lates that 65 percent of earnings for the Group
are to be distributed to the State.

Return on AE (%)

TURNOVER AND NET INCOME
Consolidated operating revenues increased by
3 percent to SEK 10,111 (9,789) million. The
increasewas primarilyduetoincreased revenue
from balance and frequency regulation, which
amounted to SEK 4,977 (4,299) million, where
the increase is attributable to higher sales of
balance power. During theyear, both the volume
andaverage price of purchased and sold balance
power increased compared with the previous
year. Sales of balance powerreflect the level of
electricity prices in the current period. Thus,
large grossdeviations canoccurbetweenyears.
However, revenue for the transmission of elec-
tricity on the grid decreased to SEK 4,387
(4,749) million due to lower energy revenues
over the previous year, due to reduced energy
consumption charges for 2013.

Operating costs amounted to SEK 9,280
(8,810) million. Theincrease was primarily due
to increased costs for balance power of SEK
4,306 (3,912) million and the high cost of pri-
mary regulation SEK 777 (424) million. The high
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cost of balance power is explained as well as
the revenue side by increased sales. However,
the costs for losses decreased from SEK 1514
millionin 2012 to SEK 1200 millionin 2013 pri-
marily due to lower loss volumes and a lower
price compared with last year.

The Group haslowerincome and costs from
the previous yearwith the sale of SwePol Linkin
2012.Given SwePol Link has beenincorporated
into the Group, capacity charges are obtained
nowadays instead from the transmissions on
the foreign connection.

Svenska kraftnat remainsin a recruitment
phase and 31 (52) new full-time jobs were
added during 2013. Personnel costs rose as a
result by SEK 50 million.

Amortization of intangible and tangible
fixed assets decreased by SEK 48 million to
SEK 668 (716) million. This, despite higher
depreciation due to the high rate of investment,
is because of the sale of 50 percent of the foreign
connection SwePol Link in August 2012. Group
profit was affected last year by SEK 95 million
for depreciation of fixed assets of which SEK 83
million was attributable to the overseas con-
nection SwePol Link.

Svenskakraftnat’s Board decided not to build
the western branch to Norway in the Sydvést-
lénken project. Since theinvestments had already
been made forthe project this decision entailed
a negative effect on results of SEK 55 million.

Profitfrom associated companiesamounted
to SEK 19 (23) million, which is 4 million lower
thanlastyear. The resultincluded asin previous
years SEK 5 (9) million attributable to the equity
offering in Nord Pool Spot because of the new
part-owner.

Group operating income amounted to SEK
850 (1,002) million, which is SEK 152 million
lower than 2012. Group operating margin was
8.4 percent, which is 1.8 percentage points
lower than last year.

Netinterestincome amounted to SEK 4 (-64)
million, whichis 68 million more thanlastyear.
Thisis partly due toloan redemptionin connec-
tion with the sale of 50 percent of the overseas
connection SwePol Link in August 2012. In the
interest expenses last year a provision of SEK
53 million was included for the indexation of
the parent entity's pension under the safe-
guarding bases the Government Employee
Pensions Board adopted. This year's indexing
was SEK 1 million.

Group net income amounted to SEK 850 (950)
million. Net profit margin with a standard tax
deduction was 6.6 percent, down 0.5 percent-
age points compared with 2012.

The Group's return on adjusted equity was
8.6(9.5) percent, whichis 2.6 percentage points
above the return on equity target of 6 percent.

FINANCING

The Group finances its operations with equity
andloans from the National Debt Office. At the
end of 2013, borrowings at the National Debt
Office were SEK 3,775 (1,854) million. Group cash
and cash equivalents amounted to SEK 160(210)
million.In 2013, Svenska kraftndt had the right
to take outloans from and outside the National
Debt Office at a total of SEK 8,000 million.

Svenska krafnat has two further sources of
finance:

Thefirstare capacitychargesthatareawarded
from Nord Pool Spot based on the price differ-
ences arising between bidding areas. Capacity
charges, according to European Parliamentand
Council Regulation No 714/2009 are used in
conjunction with counter trading and financing
of investments that are intended to enhance or
maintain the transmission capacity of electricity
onthe nationalgrid. Achieved capacity charges
decreased compared with the previous year
and amounted to SEK 700 (1,756) million. The
price of electricity and the price differences
arising between bidding areasis dependent on
avariety of factors such as temperature, water
availabilityinthe reservoirs, availability of nuclear
power and the transmission capacity between
bidding areas and on foreign connections.

SEK 22 (26) million of the year’s resulting
capacity charges has been used to cover the
cost of counter-trading and SEK 322 (1,539)
million used as investment grants for invest-
ments made. The remaining SEK 356 (189) million
has been reclassified as long-term liabilities
in the balance sheet to be used for investment
grants next year, when there were not enough
investments that met the criteria for the award
from external capacity charges. SEK 199 (-) million
ofthe previousyears'retained capacity charges
hasbeenusedasinvestmentgrantsforthisyear's
realizedinvestments. When capacity chargesare
usedinsupportofinvestments made, activation
ismadewiththe sameamortizationtimeasthe
facilities the grants are linked to. Thus, they
help to reduce the annual cost of the facilities.
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In 2013, a total of SEK 521 (1,539) million has
beenusedforco-financing of investments made.

The second source of financing is invest-
ment grants. One type of investment grantis the
fee that Svenska kraftnat charges to connect
network customers to the grid. The connection
fee will fund the measures that, for capacity or
operational security reasons, must be taken to
connecta particularfacility. Investment grants
may additionally be provided by landowners
who through new network construction receive
releasedland. Project Stockholm Powerisone
such example. Another type of investment grant
is from the EU which co-funds NordBalt, a DC
link being built between Sweden and Lithuania.
Investment grants received in 2013 amounted
to SEK 74 (152) million.

The subsidiary SvenskaKraftnat Gasturbiner
AB is funded via a loan from the parent com-
pany. Borrowing at the end of year amounted to
SEK 77 (99) million.

COST EFFECTIVENESS
Svenska kraftnat’s cost effectiveness must be
at least as high as in comparable companies.

Inordertoassess effectiveness andidentify areas
for improvement, comparisons are made with
other companiesthrough benchmarking studies.

The EU supervisory authority’s partner
organisation CEER conducted a benchmarking
study of 21 nationalgrid enterprisesin 16 Euro-
pean countries during 2012-2013 in order to
compare cost-effectiveness. The benchmark-
ing study covered national grid enterprises’
facility assets and the costs of operating and
maintaining the network. The results showed
that Svenskakraftnatis one of the most effective
transmission system operators in Europe. The
study noted, however, that Svenska kraftnat is
facing massive reinvestment in the grid and it
will be challenging to maintain high efficiency
and good cost control.

Statnett, Fingrid, Energinet.dk and Svenska
kraftndthave an established exchange of expe-
rience in project operations in order to learn
and benefit from each other’'s experiences in
project implementation such as applicable
areas of health, environmental/health and
safety, evaluation of contracts and information
management.
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INVESTMENTS

The expansion of the grid follows society’s  INVESTMENTS (MSEK) 2013 2012
de?/elopment Whertla energy and cl1mate. policy PARENT ENTITY
drive the overall increased network invest-
ments. Thisrequires marketintegration,exten- ~ Gridinvestments 3577 2814
sion to allow connection of new generation and Fibre optic cable investments 3 25
reinvestment to ensure a robust power supply. o
Group investments amounted to SEK 3,642 Intangible investments 6o 40
(2,375) million. The initial investmentwas SEK ~ TOTAL PARENTENTITY 3640 2879
3,165 [2,02[.]] Im1111on and reinvestments SEK of which internal Group - 507
477 (355) million. transactions
. SwePol Link AB 0 0
Investments are broken down as follows in the
Group. Svenska Kraftnat Gasturbiner AB 2 3
TOTAL 3642 2375
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The Group's investments totalled SEK 3,642
(2,375) million. Of these, SEK 3,582 (2,335) million
investmentwasintangible assets. The business
segment Transmission of Electricity on the
Grid represents the majority of investments
with SEK 3,624 (2,341) million.

Prior to 2013, the Swedish Parliament
approvedaninvestment plan of SEK5,000 million.
Investments in the grid, however, were lower
than anticipated, which is the main reason for
delaysin projects. Delays are partly due to tech-
nical problems, delayed starts and extended
project completion as aresult of such things as
damageregulationissues and delaysintechni-
caldocumentation. Inaddition, the deviationis
explained by terminated projects, revised project
costs and delays due to extensive permitting
processes. A detailed statement of deviations
occurs in Svenska kraftnat’s Investment and
Finance Plan for the years 2015-2017 which is
submitted to the Government by 1 March 2014.

In 2013, Svenska kraftndt has decided on a
long term development plan for the grid, Per-
spective Plan 2025. The plan clarifies Svenska
kraftnat priorities and intentions for the devel-
opment of the grid for about 15 years.

The three main driving forces are bottle-
necks and market integration, connection of
new power generation and reinvestment.

BOTTLENECKS AND

MARKET INTEGRATION

The goal of the driving force is to provide an
efficient electricity market with effective com-
petition. Therefore, it is important that bottle-
necks in the Nordic electricity network and
between Scandinavia and the continent are
removed by construction.

The planned AC and DC connection
SydVdstlanken is Svenska kraftnat’'s largest
investment ever. After mutual agreement with
Statnett during the year the western branch
will not be built, as the branch could no longer
be justified from a marketing perspective. The
investment of the remaining partsis estimated
at SEK 8,000 million and the link will enhance
the reliability and increase the transmission
capacity of the grid to southern Sweden. Link
capacity will be 1,400 MW. During the year two
of the connection’s new grid stations were put
into operation, Hurva on 12 September and
Barkeryd 30 September.

NordBaltisaforeign connection builtbetween
Sweden and Lithuania and the investment is

estimated at SEK 3,000 million. The aim is to
connect an emerging Baltic electricity market
with the Nordic and European. The connection
alsocontributestotheimprovement of the Baltic
States’ security of supply. NordBalt is a joint
project between Svenska kraftnatand the Baltic
grid companies Litgrid and Augstprieguma
Tiklsandisa priority of the European Commission.
Within the framework of the European Energy
Programme for Recovery (EEPR] the Commission
has set aside EUR 175 million for the project.
Thelink's capacity will be 700 MW.

To cope with the increased transmission
fromthe new overseas connection Fenno-Skan 2
and the connection of new wind energy, a line
between Stackbo and Hamra has been recon-
structed. A new 400 kV line was constructed in
the existing line corridor and the old line
demolished. During theyear, the final stage was
completed, resultinginatotal of 99 kmof newline.

During the year, investments in order to
increase marketintegrationand to prevent bot-
tlenecks in the electricity grid amounted to
SEK 2,492 (1,416) million.

CONNECTING NEW

POWER GENERATION

Svenska kraftnatis responsible for connecting
new electricity production which mainly affects
power increases in nuclear power plants and
new wind farms.

InNorrbottenalargewind farmis planned.
When the park is completed, the total effect is
estimated at 3,000-4,000 MW which requires
severalnew connectionsonthegrid.On 13 June,
the first new 400 kV station, Rabacken, was
running.

In Jdmtland a wind farm is planned, which
will consist of 40 wind turbines with a total
installed capacity of approximately 100 MW. On
22 August the new 220 kV station Bracke
became operational. A comprehensive wind
power development is planned on Gotland. In
2013, Svenska kraftndt signed a connection
agreementforaconnectionfrom Gotland tothe
Swedishgrid, because thetwoexisting regional
connections are not sufficient for the planned
expansion of wind power.

Since the 1980s, nuclear power plants have
gradually increased production of electricity.
Extensive reinforcements are required in con-
nected networks to nuclear power plants to
increase their production further.

Investments concerned with the connection
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KILOMETER

CIRKA 15 000 KILOMETERS OF POWER LINES MAKES THE SWEDISH
NATIONAL GRID. THAT IS JUSTABOUT THE DISTANCE BETWEEN KIRUNAIN
THE NORTH OF SWEDEN AND SYDNEY IN AUSTRALIA.

of new production during the year amounted to
SEK 159 (125) million.

REINVESTMENTS

The Swedish national grid has in many places
soon reached its technical lifespan and the
need for reinvestmentwillincreaseinthe com-
ing years. Extensive internal work has been
startedinorderto planthe necessaryreinvest-
ments. During the year, an inventory of grid
facilities has been conducted which will form
the basis for a more detailed programme of
reinvestmentin both lines and stations. A plan
for the renovation of top lines on power lines
has also been developed.

With a growing population, there is also a
growing demand for electricity. The expansion
of Stockholm has made it necessarytorevise the
network structure that provides the city with
electricity. The restructuring of Stockholm’s
electricity grid is a collaborative project with
othernetwork ownersinthe Stockholmregion.
Duringtheyear,investments were madein new
stations, lines and cables.

The expansion project of Stockholms Strom
includes investments of SEK 5,630 million, of
which SEK 4,600 million is Svenska kraftnat’s
share. Svenskakraftnat, Vattenfall Eldistribution

and Fortum Distribution, along with eight
municipalitiesin Stockholm Countyare funding
the fifty projects involving 20 municipalities.
The purpose is to provide improved network
architecture, reducing energy losses and
increasing reliability.

A new station in Kalix is being built which
when connected to the regional network will
increase reliability. A number of stations are
even to be rebuilt to modern double breaker
stations, increasing reliability.

Svenska kraftnat’'s system for control and
monitoring of the grid became operational in
2001andisnearingthe end of its life. The system
consists of three parts —operational electricity
network, operational computer network and
service monitoring. Thereisanongoing project
that aims tointroduce a new operational moni-
toring system to meet the high demands placed
on controlroom operationsandtheveryhighIT
security requirements of today. The renewal of
the operating electricity network will resultin
allremote terminals having built-in support for
IP-based communications. All the old remote
control devices can therefore be scrapped.

Reinvestment during the year amounted to
SEK 991 (834) million.

SVENSKA KRAFTNAT - ANNUAL REPORT 2013

31



REPORT OF THE BOARD OF DIRECTORS 2013

BUSINESS SEGMENTS

Svenska kraftnat's operations are divided into
six business segments - Transmission of Elec-
tricity onthe Grid, System Operator Electricity,
System Operator Gas, Telecommunications,
Chargeable Activities and Electricity Contin-
gency Operations. Telecommunicationsis pre-

After a Government decision the system
responsibility was passed to Swedegas AB on
1June.

This chapter reports on operations carried
outin these business segments.

Some activities are common to several

THE POWER TRANSMISSION
NETWORK IN THE NORDIC
COUNTRIES 2013

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

EXTENT 2012 OVERHEAD POWER LINE CABLE

400kVAC 10800 km 8km

220kVAC 4020km 29km

High Voltage DC (HVDC) 100km  660km

400kVline

275kV line
— 220kVline

HVDC

Joint operation link for voltages
lower than 220 kV

Narvik
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TRANSMISSION OF ELECTRICITY
ON THE NATIONAL GRID
Network operations include the development,
operation and maintenance of the national grid
inSweden. Svenska kraftnat network customers
are large electricity generation facilities,
regional networks and some consumption facil-
ities connected to the national grid. The Group
signsacontractof usewith customersforaccess
and use of the grid. The grid tariffis a point tariff.
This meansthatasubscribergetsaccesstothe
electricitymarket, regardless of wherethe entry
is madein the country, to the agreed amount.
The grid tariffis made up of two charges:

> The capacity charge covers operations,

maintenance, depreciation and capital costs
of the network. The fee is based on the cus-
tomer's annual capacity subscription for
injection or withdrawal at each connection
point. Input fees are lowest in the south and
increase linearly with latitude to their highest
value in the north. For withdrawal fees the
opposite applies. The geographical differ-
entiationisintended to provide long-term
price signals on the location of production
and consumption.

> Theusage feeis based onthe transmission
lossesinthe transmission grid caused by
input and outtake of electricity at different
connection points. Input or outtake that
entails reduced network losses are credited
to the usage fee, thisis known as energy
compensation.

TRANSMISSION OF ELECTRICITY

ON THE GRID GROUP (MSEK) 2013 2012
GRID TARIFFS

Capacity charges 2350 2235
Usage fees 1870 2145
TOTAL 4220 4380
Transit revenue 167 159
Transmission - SwePol Link - 210
GRAND TOTAL 4387 4749

Grid tariffsamounted to SEK 4 220 (4,380) million.
Of this 56 (51) percent was capacity charges 44
(49) percent usage fees. In 2013 capacity
chargeswereincreased by 6.3 percent. For the
same period usage fees were decreased by 9.0
percentin bidding areas 1 and 2, by 9.8 percent

inbiddingarea3and 7.8 percentinbiddingarea4.
The increase in capacity charges was largely
due to the rising costs of personnel and depre-
ciationfollowing Svenska kraftnat’sincreasing
rate of investment. Usage fees were lowered
because the hedged purchase price per MWh,
to compensate for network losses, was lower
than the previous year.

Revenues fromtransitduringtheyearwere
slightly higher than the previous year and
amounted to SEK 167 (159) million.

POWER SUBSCRIPTIONS FOR

THE NATIONAL GRID 2013 2012
Input, MW 21461 20624
Extract MW 19342 19699
No. of customers 29 27

Input subscriptions increased while extract
subscriptions decreased compared with 2012.
The numberof customers connected to the grid
increased slightly to 29 (27). The increase in
input subscriptions is due mainly to new con-
nections.

TRANSMISSION OF

ELECTRICITYON THE

NATIONAL GRID 2013 2012
Energy supplied to the 119,3 123,5

national grid, TWh

Energy extracted from the 116,5 120,0
national grid, TWh

Max power outtake, MWh/h 20003 19 237
(hour with highest amount
of power extracted)

During the year, energy supplied amounted to
119.3 (123.5) TWh and extracted energy 116.5
(120.0) TWh. The reduced supply from the pre-
vious year was due to lower hydroelectric pro-
duction combined with lower exports. The
reductionin energy extractedis explained by a
slightlylowerelectricity useas 2013 wasayear
with average temperatures above normal.

TRANSMISSION LOSSES ON

THE NATIONAL GRID 2013 2012
Energylosses, TWh 2,8 3,5
Percentage extracted energy 2,4 2,9
Maximum power losses, 884 789
MWh/h (hour with highest

energylosses)
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Energylosses on the grid amounted to 2.8 (3.5)
TWh, which was significantly lower than last
year,whichwastheyearwiththe highest measured
volume loss ever. The lower losses can be
explained by the fact that 2013 was a year with
lesshydropower productioninnorthern Sweden
and in Norway compared with the previous
year. Thisledtoadecreaseinthetransmission of
electricity from north to south, which normally
means long distances between electricity pro-
duction and consumption. As the volume of
transmissionlossesisdependentontransmission
distances this meant there were lower trans-
mission lossesin 2013 compared with lastyear.

TRANSMISSION OF ELEC-

TRICITYON THE GRID MSEK 2013 2012
Operating revenue 4724 5037
Operating expenses -3727 -3971
OPERATING INCOME 997 1066

Operating income for the business segment
Transmission of Electricity onthe Gridwas SEK
997 (1,066) million.

Operating income decreased by SEK 313
million compared with last year. The decrease
is primarily attributable to the reduced usage
feefor 2013 and the reduced supply of electric-
ity to the national grid from the hydro-electric
production in northern Sweden as well as
reduced consumption. In addition, the Group
has SEK 210 million lower revenues compared
with last year because of the sale of SwePol
Linkin 2012. Given SwePol Link has beenincor-
porated into the Group capacity charges are
now obtainedinstead fromtransmissiononthe
overseas connection.

Revenuesfromthe fixed power subscriptions
have,asaresultofanincreased fee, risen by SEK
168 million. Meanwhile, revenues from tempo-
rary subscriptionsincreased to SEK 75 million
in 2013 compared with SEK 110 millionin 2012.

Revenues from transit, which the utility
receives when the gridis used for the transit of
power, have been slightly higher during the
year than the previous year and amounted to
SEK 167 (159) million. SEK 11 million of the
year's income relates to 2012 which gives an
actual result of SEK 157 million for the year.
The cost of transit amounted to SEK 104 (55)
million. The cost of transit includes a cost

6 Intertransmission system Operator Compensation
for Transits (ITC).

reduction of SEK3million for 2012 which givesan
actual result of over SEK 107 million. Following
a long delay in European cooperation on the
settlement of transit (ENTSO-ITC¢), netincome
is based to some extent on estimated revenues
and expenses. During the year, net exports
decreased, which in turn reduced the transit
through Sweden and Sweden’s transit through
other countries. This means lowerincome and
expenses for the parent entity. Net income for
transit amounted to SEK 63 million, which is
SEK 41 millionless thanlastyear.

Revenue from capacity charges andinvest-
ment grants during the year amounted to SEK
136 (83) million. Ofthis sum, SEK 114 (57) million
of this refers to the year’s revenues through
grantstogridinvestments, and SEK 22 (26) million
referstotheyear’s countertradingcosts. Thelarge
increaseinthe grantstonetworkinvestmentsis
due to a highinflux of capacity chargesin 2012,
which was used for investment and thereby
affected theincome statementin 2013inthe form
of settlement of activated investment grants.

Operating expenses decreased by SEK 244
million compared with 2012, primarily due to
lower costs for electricity losses which
decreased from SEK 1,514 million from 2012 to
SEK 1,200 million in 2013. This is explained by
the fact that the purchased loss volume
decreasedwhile the hedged purchase price per
MWh was lower than the previous year. Usage
feestogetherwithlowerloss costs generateda
surplus fortheyearamounting to SEK 158 million,
which is SEK 30 million higher than last year.

Income and costs for primary regulation
have increased. Overall income has increased
from SEK 100 millionin 2012 to SEK 230 million
in 2013 and costs from SEK 424 millionin 2012
to SEK 777 million in 2013. Income and costs
for primaryregulationinherentinthe business
segment haverisenwhereincomeamountedto
SEK 66(20) millionand costs SEK 236 (106) mil-
lion. In addition, the Group's costs fell by rea-
son of the sale of SwePol Link in 2012.

During the year, staff costs increased by
SEK 46 million due to the increased number of
employees.

Operating margin for the business segment
amounted to 21.1 percent, which is the same as
lastyear.

Investments in the business segment
amounted to SEK 3,624 (2,341) million.

Operational reliability has been good in
2013. The number of operational disturbances
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OPERATIONAL DISTURBANCES 2013 2012 2011 2010 2009
Operational disturbances on the grid, no. 177 202 192 224 153
Ditto with power failure, no. 1 3 9 10 16
Energy not supplied (ENS), MWh 0,2 7 42 5 5
Power not supplied (PNS), MW 10 23 235 43 37

on the grid was 177 (202) incidents during the
year, most of which were taken care of by auto-
mated technical systems without affecting
electricity supplies. The disturbances on the
grid that have not been addressed in this way
resulted in only small volumes of energy not
supplied (ENS). The total volume of ENS in the
yearis considered to be low.

The numberof operational disturbancesonthe
grid for the last five years is shown above. 1 (3)
disturbances caused supply interruptions for
electricity customers. The energy that is not
deliveredtoelectricity customersamountedto0.2
(7)MWh. The targetisnotmore than 10MWh /year.
Power not supplied ([PNS)amounted to 10 (23) MW.
The PNS goalis no more than 80 MW per year.

SYSTEM OPERATOR
FOR ELECTRICITY
System Operator for Electricity involves overall
responsibility that the Swedish electricity supply
functions reliably. The operation consists of
both the actions Svenska kraftnat takes to
maintain the natural balance between production
and consumption, and the balance settlement
that regulates the balance providers' financial
liability for the balance. The business segment
includes Ediel communication and the Svenska
kraftnat procured peak power reserve

It is the Government that approves the
objectives that Svenska kraftnat sets for oper-
ational reliability. To meet these goals it is
required that the voltage, frequency and power
flows are maintained within established limits.

Frequency quality is measured regularly
using frequency deviation number of minutes/
peryearoutside the nominal frequency of 50 Hz
+/-0.1Hz. The goalis that the frequencywill not
exceed 6,000 minutes / year outside the range
of 49.90to 50.10 Hz. In 2013, the frequency was
outside this range for 11,429 (11,574) minutes.
Svenskakraftnat, together with the other Nordic
grid companiesinitiated actions toimprove the

7 Automatic Frequency Restoration Reserve (FRR-A),

frequency quality, particularly through a new
model for frequency regulation (automatic sec-
ondary regulation)”.

BALANCE REGULATION
Svenska kraftndt system responsibilities
include short term maintenance of a balance
between production and consumption. Svenska
kraftnét’s costs and revenues for balance reg-
ulation are partly due to imbalance volumes
and the price of electricity for the necessary
adjustments. Grossincome and costs for balance
regulation canvary quite alotfromyeartoyear.
Balance providers havethefinancialrespon-
sibility to ensure that the same amount of elec-
tricity is putin the national grid as is taken out.
Such acommitmentis made by agreementwith
Svenska kraftnat, called the balance provider
agreement. The utility performsabalance settle-
ment based on the measured values of the
imbalances that arise. A balance providing
company, thatone hour reports a deficit, buysthe
electricity (power balance) from Svenska kraftnat
thatis neededto comeinto balance. Inasimilar
way, a company that has a surplus sells elec-
tricity to Svenska kraftnat. This economic regu-
lation involves two different balances, one for
production -that controls thatthe balance pro-
vider has produced as much electricity as
planned and one for consumption - which
tracks the forecast for consumption and trade.
The pricing principles of imbalances are
largely set at the Nordic level in an agreement
between the Nordic system operators as part of
the framework of the efforts to createacommon
Nordicretail market. Feesvarybetween countries.
The basic fee for consumption was raised
before2013to SEK 1.60/MWh and for production
to SEK 0.80 / MWh. At the same time, balance
power feesincreasedto SEK 2.50/ MWh. The fixed
monthly fee per balance provider was kept
unchanged at SEK 1,850.

BALANCE POWER BETWEEN BIDDING AREAS
Balance power between bidding areas is
defined by the difference between planned and
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ONE NIGHT IN THE
CONTROL ROOM DURING
STORM SVEN

The end of 2013 was a storm affected period and at the beginning of December
storm Sven arrived over southern Sweden with great force. Trains, flights and
shipping were cancelled, roads were flooded and trees fell. The storm was
also feltin the Svenska kraftnat control room in Sundbyberg.

- We were prepared thatit could be an eventful night, says Eva Werdin, duty
engineer during storm Sven. Before the storm, we doubled our staffing levels
incertainareas. Therewere twowatchkeeping engineers, two balancing service
engineers and we even called in extra contingency resources.

Thewarnings about storm Sven came only afew days before and staffin the
control room made preparations including such things as joint meetings with
the Swedish Civil Contingencies Agency (MSB).

Whenthe stormthenrolled in over Sweden the control room became a hive of
activity. Telephones rang; clutch notes and operation orders for dealing with
disturbances were written, along with market information to Nord Pool Spot.
Reportsand emailswere sent between other TSOs and electricity grid companies.

It's a team effort, says Eva Werdin, where everyone's contributions are
important.

She recalls that a contingency guard had to go out into the storm to a dark
substation to locate a fault. They finally found a breaker that had opened up in
one phase. A connection schedule was written and switching from the faulty
breaker switch could be made. Even the balance service that must ensure
thereisabalance between productionand consumption had muchtodo. There
were large imbalances, especially when Danish wind turbines were stopped
because of the strong winds.

After the storm Eva could see that the staffin the control room were tired but
also very happy to have been able to maintain good personal and operational
safetyonthe grid despite the storm. No subscribers were hit by Svenska kraftnat
disturbances butabout 60,000 of Fortum, EON and Vattenfall subscribers were
without power at times during storm Sven.
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physical flow between bidding areas and may
involve a cost to Svenska kraftnat. Such balance
poweris priced accordingtothe average prices
in each area. Balance power from a high-price
to low-price area means a loss for the TSOs
involved in relation to purchased /sold balance
power/regulated powerin eacharea. Similarly,
affected system operators make a profit when
this type of balance power goes fromalow-price
area to a high-price one. The risk is shared
between Svenskakraftndtandthe foreign system
operator when using overseas connections.
Aftertheintroduction of several bidding areas,
balance power has arisen even within Sweden.
Svenska kraftndt has initiated a joint Nordic
review of the economicimpact of existing Nordic
practice forbalance poweraccordingtothe above.

FREQUENCY REGULATION

Frequencyregulation occurs either automatically
or manually. The automatic primary control
consists of two products, frequency controlled
normal operational reserve (FCR-N)®and fre-
quency controlled disturbance reserve (FCR-
D)°. The manual secondary control returns the
frequency to 50 Hz within 15 minutes, whereby
the automatic reserves are restored. FCR-N is
set to maintain the frequency within the range of
49.9t0 50.1 Hzin normal operational conditions.
FCR-Dissettoensurethatthe frequencydoes not
dropbelow 49.5Hz during disturbed operations.

InJanuary 2013 a trial started with the new
automatic reserve for secondary regulation in
normal operation (FRR-A] in the Nordic power
system. The frequency hasimproved significantly
during the periods volume was up to 400 MW.
Thetestswill continuein 2014 tofindareasonable
level of volume, costs and marketing function
in the entire Nordic region.

The power situation during most of the year
waterreservoirlevelswerelowerthantheaverage
for the past 20 years. The inflow was low in
springand summer. Thanks to mild weather and
goodaccesstonuclearandwind, reservoirlevels
recovered duringlateautumnandwere atlevels
close to the average at the end of the year.

The grid has been operationally stable. The
transmission capacity on overseas connections
hasattimesbeenlimited. Theyearbegan seeing
Fenno-Skan 1 unavailable to the marketalmost
continuously untilthe beginning of April, due to

8 Frequency Controlled Reserves - Normal (FCR-N).

9 Frequency Controlled Reserves - Disturbance (FCR-D).
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a previous fire in a valve hall and cable faults.
In mid-July the Baltic Cable was hit by a cable
fault that caused the connection to be unavail-
able untilmid-September. Inlate August, there
was also a fault at Konti-Skan. This led to
reducedtransmission capacity between Sweden
and Jylland up to and including October. For
much of the year, the transmission capacity of
the so-called Haslesnittet, between Sweden
and southern Norway, has beenlimited because
of workonthe network onthe Norwegian side. In
early November, the market could function
again at full capacity.

At the end of the year, several storms hit
Sweden. The stormthat affected the national grid
mostwas Sven that hit Swedenin early December.
Several lines and transformers in southern
Sweden were disconnected during the storm,
as were the Baltic Cable and a nuclear power
unit at Ringhals. Because of the strong wind
large amounts of wind powerin Denmark were
stopped, which led to major imbalances, but
thanks to mild temperatures, there were plenty
of regulated bids.

PEAK POWER RESERVE

Svenska kraftnét has, according to the Act
(2003:436) onthe power reserve, responsibility
for ensuring that a power reserve is available
during the winter period. The Ordinance
(2010:2004) on the power reserve indicates the
quantity to be procured for each winter period.
For the period from mid-November 2013 until
mid-March 2014, a powerreserve of upto 1,500
(2,000], MW is available.

The peak powerreserve must helptomaintain
the electricity supply evenin extreme situations
that can arise in very cold weather. The peak
power reserve is funded through a special fee
forthe balance providersandassured by Svenska
kraftndt contracting electricity generators,
suppliers and electricity users to make addi-
tional production capacity or potential reduc-
tion in demand at the disposal of the utility. In
2013, atotal of 1,489 (1 719) MW was procured,
of which 958 (1,255) MW was production and
531 (464) MW reduction in consumption.

On 25 January parts of the peak power
reserve were activated. It was then very cold
andforecasts pointedtoanewrecordin Swedish
consumption. The outcome, 26,700 MW, however,
was not quite as high as expected and there
were other alternatives available. The peak
powerreserve could therefore be stopped after

BIDDING AREAS IN SWEDEN

BIDDING AREA
LULEA (SE1)

BIDDING AREA
SUNDSVALL (SE2)

BIDDING AREA
STOCKHOLM (SE3)

‘ "4"

BIDDING AREA d
MALMO (SE4)

¥

Sundsvall

Stockholm

Luled
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ELECTRICITY BALANCE

Svenska Kraftnat maintains Sweden's consumption
and productioninbalance. The frequencyisameas-
urement of how the balance is being maintained.

Production and consumption are in balance
when the frequencyis stable. For technical reasons
the Swedish electricity system is designed for a
nominal frequency of 50 Hz.

ELECTRICITY CON SUMERS
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ELECTRICITY PRODUCERS
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only a few hours. When the power reserve is
financedthroughfeesitdoes notaffectthe utility’s
results.

SYSTEM OPERATOR FOR 2013 2012
ELECTRICITY (MSEK)

Operating revenue 5066 4434
Operating costs -5258 -4530
OPERATING INCOME -192 -96

Operating income in the business segment
System Operator for Electricity amounted to
SEK -192(-96) million. The declinein profitwas
mainly due to high costs for primary control in
combination with a low excess from fees. The
feesforbalance providerswere calculated and
established before 2013 on a lower estimated
cost for primary regulation which significantly
affects operating profit.

Group operating revenuesincreased by SEK
632 million compared with 2012 and amounted
to SEK 5,066 (4,434) million. Even operating
costs increased though to SEK 5,258 (4,530)
million, which together produced a deficit.

Grossincome and costs from balance pro-
viders and system operators have increased.
Both income and costs are controlled in gross
terms by the electricity market price and vol-
umes of balance powerineacharea.During the
year, both the volume and average price of pur-
chased and sold balance powerincreased. Net
incomeincreased by more than SEK 120 million
over the previous year due to the increased fee
for consumption and production, and the
increased fee for balance power.

Revenues from the balance providers of the
peak power reserve were SEK 138 (153) million.
These revenues are reported in the winter
months, from mid-November to mid-March.
The cost of the peak power reserve in the same
period was SEK 138 (156) million.

Income and costs for primary control have
increased. Overall revenues have increased
from SEK 100 millionin 2012 to SEK 230 million
in 2013 and costs from SEK 424 million in 2012
to SEK 777 million in 2013. The business seg-
ment's revenue for sold primary control
increased to SEK 163 (80) million and costs for
purchased primary control to SEK 541 (318)
million. The high revenues and costs can be
explained by higher prices compared with last
year where the higher price was affected by
such things as the water levels in reservoirs.
Net loss for balance power between bidding

areas amounted to SEK 44 (104) million during
the year, of which SEK18 (40) million was in
Sweden. Thirty percent of the cost of distur-
bancereservewas paid by the System Operator
for Electricity andincreased during the yearto
SEK 41 (39) million.

Operating profitamounted to SEK -192 (-96)
million. Operating marginwas -3.8(-2.2) percent.

Investments within System Operator for
Electricity were SEK 1 (2) million.

TELECOMMUNICATIONS

To control and monitor the national grid for
electricity Svenska kraftnat has a nationwide
communications network for telecommunica-
tions and data. This network is an important
prerequisite for maintaining a high level of relia-
bility on the grid, which is especially important
inthe reconstruction phase after an operational
malfunction. Forthis reason, the communication
network is constructed with three separate
communication channels in important cable
trenches. To ensure optimal operation in the
event of power outages there is also a back-up
in the form of uninterruptible power supplies.

The availability of the telephone and com-
munications network must be at least 99.95
percent based on redundant (dual) connec-
tions. The year's result was 100 (100) percent.

The communication network consists of opti-
cal fibre which is mainly installed in power
lines. The network consists of about 7,500 km
of own optical fibre and about 2,200 km of opti-
cal fibre leased from other network owners.
During the year, the optical fibre network has
been up-graded and expanded with 221 km of
opticalfibre.

The maintenance of the fibre optic network
is performed by a contractor and is part of the
Svenska kraftndt central maintenance contract.
Internaloperation, monitoringand contingency
planning function are coordinated with other
monitoring and contingency planning for IT
functions. Inthisway, a cost-effective operation
is maintained and operations are conducted at
avery low cost.

Svenska kraftndt must runthe communication
network in a cost effective and competitively
neutral manner. The communications network
and the amount of routed fibre provide greater
capacity over many stretches than Svenska
kraftnat needs forits own operations and com-
munication. Svenska kraftndt thus rents out
so-called dark fibre, optical fibre without
active telecommunications equipment, toamong
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THE FIBRE OPTIC NETWORK
IN SWEDEN 2013

The fibre optic network that Svenska Kraftnat has
atitsdisposal transmitsimportantinformation for
monitoringand control of the electrical power system.

SVK FIBER OPTIC CABLE
PLANNED FIBER OPTIC CABLE
— LEASED FIBEROPTIC CABLE

NORWAY

DENMARK ]/\(—J
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others major telecom operators and power
companies. This occurs through direct sales
and through cooperationin the associate com-
pany Triangelbolaget '°.

Furthermoreactive connectionsarerented
out, in terms of capacity, to power companies
for their operational communications. To con-
tribute tothe Government's broadband objective
Svenska kraftnattook the decisioninthe spring
tolaynew 96-fibre cablesinstead of the current
48-fibre cables when new top power lines are
constructed. Thisisin order to be able to offer
fibre opticto customers even overshortdistances.
New cables will be installed in the optic fibre
network, startingin 2014. The additional cost of
locating 96-fibre cables in relation to 48-fibre
cablesis minimalwhile the benefitto customers
of getting access to optical fibre, even at short
distancesis great.

Operating revenue also includes revenue
from external customers for rental of computer
networks, telephone networks, and leasing of
antenna sites on masts and poles, as well as
internal revenues from the operational area
Transmission of Electricity on the Grid.

TELECOMMUNICATIONS (MSEK) 2013 2012

OPERATING REVENUE

External 75 56
Internal 51 55
TOTAL 111
OPERATING EXPENSES

External

Internal

TOTAL

OPERATING INCOME

External

Internal

TOTAL OPERATING INCOME 30

Thebusinesssegment’stotal revenue amounted
to SEK 126 (111) million, of which external oper-
ations amounted to SEK 75 (56) million. Leasing
of dark fibre constitutes the largest share of
external revenue. During the year, masts were
sold which generated a capital gain of SEK 6
million. The low revenue last year was due to
adjustmentsfor previousyears. Internalrevenues
fromthe operational area Transmission of Elec-
tricity onthe Gridamounted to SEK 51 (55) million.
Costsduringthelastyearwere affected by high
maintenance costs due to frozen fibres.
Operating income amounted to SEK 30 (é)
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million, wheretheincrease waslargelyattribut-
abletoincreased externalincome as a result of
new contracts whichin 2013 started generating
revenue and capital gain onthe sale of radio masts.
The operating margin was 23.8 percent (5.4).
Investment in the business segment Tele-
communicationsamounted to SEK 16 (32) million.
Investments in telecommunication networks
declined, mainly due to delays in construction
projects where telecommunications is a part.

SYSTEM OPERATOR FOR GAS

System operator for the Swedish gas supply
was handed over to Swedegas AB on 1 June.
Finalsettlementwas madeinthethird quarter.

Svenska kraftnatinits role as system oper-
ator has had overallresponsibility for ensuring
that the balance between supply and use of gas
is maintained. The utility monitored the pres-
sureinthe Swedish transmission network ! for
natural gas and took appropriate action when
there wereimbalances.

To ensure agood balance in the natural gas
system, the pressure according to Svenska
kraftnat goals must lie in the range 46-68 bar, a
measure which is continuously monitored.
Duringthe period 1 Januaryto 31 May, 2013 there
was low pressure within the indicated range.

SYSTEM OPERATOR FOR GAS 2013 2012
(MSEK)

Operating revenue 31 50

Operating expenses -30 -49
OPERATING INCOME 1 1

In 2013, trade between Svenska kraftnat and
the balance providers increased, leading to
increased revenue and expenses. As the system
operatorroletransferredto Swedegas ABfrom
1 June 2013 the 2013 income and expenditure
period refers to January - May 2013. Operating
revenues for 2013amounted to SEK 31 (50) million
and operating expenses amounted to SEK 30 (49)
million. Operatingincome amounted to SEK 1 (1)
million. Operating margin was 3.2 percent (2.0).

Investments amounted to SEK - (-) million.

CHARGEABLE ACTIVITIES
Accounting of certificates and the issuing of
guarantees of origin for electricity are all part

10 www.triangelbolaget.se

11 Natural gas pipeline or system of natural gas pipelines
running from the entry point to the measuring and
regulating station for high pressure transmission
(80 bar) of natural gas.
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THE NATURAL GAS NETWORK IN SWEDEN
(HIGH PRESSURE PIPELINES)
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of this business segment. Up until 30 June the
levying of charges for the supply of natural gas
were alsoincluded.

ELECTRICITY CERTIFICATES

Sweden has a statutory certificate system to
promote renewable power generation. The
system allows producers of renewable elec-
tricity to obtain a certificate from the State per
MWh of electricity. Demand for certificates is
created by quotas. Those bound by quota obli-
gations are required to purchase and cancel a
certain number of certificates in relation to the
sale or use of electricity. Electricity certifi-
cates can be sold to electricity suppliers and
electricity users, who are obliged to purchase
certificates corresponding to a certain portion
of their sales and consumption.

Svenska kraftnétis responsible forissuingand
keeping account of electricity certificates and
takes out a charge for this to be decided by the

Government. The Swedish Energy Agency is
responsible for other administrative tasks.

In 2013 Svenska kraftnat issued about 15
(21) million certificates, which is a decrease of
28.6 percentcomparedwithlastyear. Thereason
is that in January 2013 approximately 1,450
plants were phased out of the system. Approxi-
mately 46 (46) million certificates were traded
during the year at an average price of SEK 203
(200) per certificate. Since the introduction of
the system about 159 (143) million certificates
have beenissuedin Sweden.

From 1 January 2012 Sweden and Norway
have hadacommonelectricity certificate market.
In2013,the Swedish electricity certificate registry
was updated to handle multiple currencies. In
addition, the update meant that both the Swed-
ish and Norwegian registry hold certificate sta-
tistics for the entire market.

During the year the system support for the
electricity certificate registry has been
replaced by a newer version and now also
includes a guarantee of origin register.

CHARGEABLE

ACTIVITIES (MSEK) 2013 2012
OPERATING REVENUE

Account fee 8 7
Administrative fee 0 0
OPERATING EXPENSES

Operating expenses -10 -5
OPERATING INCOME -2 2
GUARANTEES OF ORIGIN

Sweden has a statutory system of guarantees of
origin, which meansthatallthe electricity pro-
duced can obtain guarantees of origin, i.e. an
electronic documentthat guaranteesthe origin
of electricity. Guarantees of origin may beissued,
transferred and cancelled. Svenska kraftnat is
alsotheaccount-holding authority responsible
forissuing and accounting guarantees of origin.
The Swedish Energy Agency is responsible for
other administrative tasks.

In 2013 Svenska kraftnat issued 141.6
(141.0) guarantees of origin. During the year
127.3 (101.5) million guarantees of origin were
transferred and 88.7 (27.2) million were can-
celledtothe benefit of electricity supplies. The
reason for the substantial increase in cancel-
lations is that the Swedish Energy Market
Inspectorate’s regulations and general guide-
lines on disclosure of electricity came into
force on 1 January 2013. The regulation speci-
fies what electricity suppliers should state on
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invoices provided to electricity consumers
about the energy sources’ composition and
impact on the environment. The cancelled
guarantees underlie the suppliers’ origin
labelling. The number of guarantees of origin
that have been automatically cancelled
amounts to 44.2 (10.8) million. Automatic can-
cellations are due to the expiry date, i.e. twelve
months have passed from the production
period. Today, itis not mandatory for producers
to apply for and obtain guarantees of origin
issued for their production.

CHARGEABLEACTIVITIES,

GUARANTEES OF ORIGIN

(MSEK) 2013 2012
OPERATING REVENUE

Account fee 5 4
OPERATING EXPENSES

Operating expenses -8 -4
OPERATING INCOME -3 0

TOTAL INCOME FROM BUSINESS SEGMENTS

CHARGEABLEACTIVITIES

(MSEK) 2013 2012
TOTAL OPERATING REVENUE 13 11
TOTAL OPERATING -18 -9
EXPENSES

TOTAL OPERATING INCOME -5 2

FORTHE BUSINESS SEGMENT

Operations with electricity certificates and
guaranteesof originaimto not generate profit, but
the revenue should be adjustedto coverthe costs
that the business generates. Due to the deduc-
tions made after the previous year’s electricity
certificate profits, thereis aloss for 2013.

Total operating revenues for the business
segment Chargeable Activities was SEK 13 (11)
million. Operating expenses amounted to SEK
18 (9) million and operating income SEK -5 (2)
million.

The surplus of registered electricity certif-
icates increased for the second consecutive
year and was higher than projected. This has
affected the revenues for electricity certifi-
cates, which have increased since the fee
structure is based on the inventory.

From 1 May fees were raised for accounting
of guarantees of origin.

During the year, an update of the system
support of the register of electricity certifi-
cates and guarantees of origin has been con-
ducted, which has led to higher costs. In addi-

tion, earnings were impacted by SEK 4 million
regarding disposal of IT systems.

Operating margin amounted to 38.5 (18.2)
percent.

Investments amounted to SEK 1 (0] million.

ELECTRICITY CONTINGENCY
PLANNING

Svenska kraftnat is electricity contingency
planning authority. This means the utility, with
help of the annual appropriation funds, must
ensure thatthe electricity supplyinthe countryis
enhanced in order to cope with the severe
strainsin peacetime andintimesofalertorwar.
Svenska kraftnat implements among other
things, contingency enhancement measuresin
technology, communication, physical security,
aswell as training and exercises.

During the year Svenska kraftnat issued
newregulationsand generaladvice on security,
SvKFS 2013:1, and produced guidance and a
threatdirectorytosupportelectricity companies
in their security work.

During the year, the regulations and general
advice, SYKFS 2013:2, developedinresponse to
changesinelectricity contingency planninglaw.
Even guidance for risk and vulnerability analy-
sis for the electricity sector has been devel-
oped.

REDUCE THE RISK OF SERIOUS DISTURBANCE
IN THE ELECTRICAL SYSTEM

Asin previous years Svenska kraftnét has con-
tributed fundstoadisturbancereserveinorder
to maintain readiness of gas turbine plants.
This is so that during major disturbances,
island operation 2 can begin and electricity
generationin priorityareas canrestart.Inorder
to quickly restart planned island operation
areas, Svenska kraftnat has mapped and taken
stepstoallowfastblack starting, control capa-
bility, remote control and voice communica-
tions. Even operational tests, exercises and
training of employees and organisations have
beenimplementedinordertoincrease knowledge
of island operation.

An investigation for the procurement of an
additional mobile station has commenced, to
temporarily replace a broken stationin central
Sweden as well as the procurement of the con-
necting equipment.

In order for Svenska kraftnat to be able to
decide onthe operational measures and usage

12 QOperation of the electricity systemisolated from the
overlying electricity network.
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of remote communicationsto controlthe gridand
production plants, the utility has reviewed and
verified operational communications’ redun-
dancy and survivability at a number of players.

Reserve power has beeninstalledin priority
facilities to quickly return to normal operations
with efficient communicationswhenthere have
been long-standing and widespread distur-
bances in the electrical system. Training and
exercises have beenimplemented.

Basedonthe previousyear'sreview Svenska
kraftnat has reduced the risk of intrusion and
damage byinstalling video surveillance, alarms
and physical security at a number of priority
sites. Requirement specifications for measures
in additional facilities have been developed.

SPACE WEATHER

Solar activity may influence among other
thingselectrical systemsand communications
on Earth. Eruptions on the solar surface with
so-called corona mass ejections can cause
massive energy flows that affect the Earth’s
magnetic field which can induce high voltages
in solidly earthed power systems, telephone
lines and oil and gas pipelines. As a result of
modern society’'s increasing dependence on
electricityincreased attention has been paid to
these phenomena.

Svenska kraftnat is involved in cooperation
around these issues, both in the U.S. and EU.
Svenskakraftnatis generally considered to have
good resistance to geo-magnetically induced
currents. In 2012, protection against magnetic
storms wasinvestigated and implementation of
the proposed measures is ongoing. During the
yeara Letter of Intentwas signed with the Insti-
tute of Space Physics in Lund on information
sharingandthe purchase of serviceswhen there
is elevated solar activity.

COORDINATION AND POOLING OF RESOURCES
Svenska kraftnat is responsible for mobilizing
and coordinating resourcestosecurethe country’s
electricity in case of serious disturbances in
peacetime.Thereareresourcesfromemergency
stocks, companiesinthe sector,thearmedforces
and civil defence.

To extend their operational lifetime and to
meet environmental requirements tracked
vehicles have been convertedtodiesel operation.
Emergency poles have been supplemented
with brace anchors and ropes and kit added.
A storage room has been expanded to ensure
the function of emergency equipment.

When the storms Hilde and Sven-affected

central Norrland in November and December,
the mobile commandand communication system
(Molo) as well as Rakel mobiles were sent to
electricity companies in the affected areas to
enhance communications in connection with
the repair of destroyed lines.

Training was conducted with national and
regional networkinstallers torepairdestroyed
lineswith special contingency supplies. Distri-
butionelectriciansinlocal networks have been
trained to be able to repair main grid and
regional lines. Even civil defence personnel
with voluntary agreements have been trained
in order to maintain their skills. Leaders have
beentrainedtoleadstaffandrepairwork.During
theyear, trackedvehicledrivers, crawlertractor
drivers, associated operators and pilots from
NGOs have been trained to support electricity
companies.

Withinthe Nordic contingency planning and
security collaboration (NordBER) development
work has been prioritized on coordinated
repair contingency for grid lines, Nordic con-
tingency planning and information security.
The Nordicgrid companiesand authorities have
also had the opportunity to participate in each
other’s contingency exercises.

FAST AND EFFECTIVE MANAGEMENT AND
INFORMATION MEASURES

Svenskakraftnét, together with regional network
companies and Nordic grid companies, has
conducted a field exercise and simulation as
part of E18vning 2012. The exercise contained
contingency for promptand effective management
and maintenance teams as well as island opera-
tion in the event of serious disturbances in the
electricity supplyin peacetime. Svenska kraftnat,
together with the industry participated in a
regional joint exercise, Teld13, and in the col-
laboration exercise E1 Prio 2013.

Trainingand exercises were conducted with
personnel in the electricity industry as part of
the seven electricity collaboration areas. The
aim has been to enhance crisis management
capability through such things as repeat and
apply knowledge of situation follow up and
reporting system Susie, Rakel and the electricity
collaboration organisation’s methodology.
Svenska kraftndtand the Swedish Postand Tel-
ecom Authority (PTS) have funded training and
exercisesincrisis management. The coursesare
targetedat participantsfromthe energyindustry
and the electronic communications sector.

The Swedish Post and Telecom Authority
(PTS) and Svenska kraftnat have also imple-
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mented regional electricity and telecommuni-
cationsseminars. The purpose of the seminars
was to develop greater understanding and col-
laboration between the electricity network
owners, telecom operators and responsible
authorities in geographical areas in the event
of power failure or disruption of electronic
communications.

During the year the utility has informed
about and practiced with some small and
medium sized businesses in how to handle
severe operational situationsin the electricity
supply. To increase electricity companies’
understanding of electrical properties when
networks are weak and for operational activities
during severe strains, power system simulators
have been used as an aid.

Susie has beendevelopedandanewversion
has been deployed. The system has been
enhancedto enable companiestouseitmorein
their daily work.

Svenska kraftndthas made a contribution to
research on SCADA®-systems’ security.

INTRODUCING RAKEL
Rakel is a digital communication system. The
utility has worked during the year to develop
national guidelines for the use of Rakel in the
electricity supply and related sectors'. This
work was conducted withrepresentatives from
the electricity industry. The utility has partici-
patedinthe energyindustry’s Rakel Forum.
Inconnectionwiththe exercisesandtraining
Svenskakraftnathasworkedtoincrease awareness
anduse of Rakelamongelectricityindustryactors.
Prioritized functions in operational centres/
the control room, crisis management and dis-
turbance organisations have been equipped
with Rakel mobiles.

CONTINGENCY PLANNING

In 2013 Svenska kraftnat’s crisis management
organisation has focused on addressing weak-
nessesidentified in connection with the exercise
andtraining activities carried outin 2012. Meas-
ures have focused on clarifying the crisis man-
agementorganisation's mandate, organisation
and functions. Exercise and training activitiesin
2013 haveincludedtwo call-uptests,analarmand
decision training as well as training in Susie.

DAM SAFETY

Svenska kraftnat works to promote dam safety
inthe country. Theworkincludes following and
participating as dam owners develop dam
safety, sending regularreportstothe Government
on the progress made and collaborating with

relevantagencies and organisations.

SUPERVISION
Svenska kraftnét is responsible for and works
to further develop supervision of dam safety.
During the year the utility has made a national
compilation of dam owners’ annual reporting
to respective county administrative boards.
Svenska kraftnathas developed procedures
forincreased damsafety reportingand regulatory
monitoring of dams, whichinthe eventofadam
failure, would cause particularly serious con-
sequences. During the year, the routines have
been tested on about 20 of these dams. Evaluation
of procedures has been carried outin collabo-
ration with the dam owners and county admin-
istrative boards.

CLIMATE CHANGE AND DAM FLOW DESIGN
Svenska kraftnat follows the effect of climate
change on dam safetyandin 2013, in conjunction
with the power industry, mining industry and
SMHI, led efforts to revise the guidelines for
dam flow designs.

READINESS FOR DAM FAILURE AND HIGH FLOWS
Svenska kraftnat is working to reduce the risk
of serious disturbance to the community as a
result of dam failure or high flows. To reduce
the damage that can result from high water
flows the utility is supporting the development
of coordinated contingency planning for dam
failures in the major regulated rivers. During
the year the flood maps for Lagan have been
developed and work with the corresponding
mapscontinueson,&ngermanélvenand Umeadlven.
Work on a coordinated contingency plan for
dam failure is ongoing for the eleven largest
hydropower rivers. In 2013 Svenska kraftnat
implementedaninventoryof needsandinterestfor
the planning of additional power plantsonrivers.

KNOWLEDGE DEVELOPMENT

AND SKILLS PROVISION

Svenska kraftnét supports along with the power
industry, researchand development projectsin
dam safety. Svenska kraftnat has participated
in dozens of projects, including permission
monitoring of dams, ice loads on dams, high
flows and climate change. The utility also sup-
ports Svenskt Vattenkraftcentrum, a centre for
higher education and research that aims,

13 Supervisory Control and Data Acquisition (SCADA).
14 A predefined group that can communicate with each
other through Rakel.
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EMPLOYEES

The number of employees, the workload and
the needtouse externalresourcesisincreasing.
International work requires greater internal
resources and emerging technologies, the
additional workload demands new skills.

Svenska kraftnat has chosen to man strate-
gicallyimportant tasks with their own staff. As
aclientorganisation, the utility cannot directly
control what skills are on the market and it is
therefore animportant challenge to work with
consultants and contractors to retain Svenska
kraftnat’s significant expertise in the industry.
Agrowingand increasingly complex organisa-
tion places greater demands on a changed and
developed way of working. This applies both in
the planning and prioritization of projects and
maintenance as well as for internal communi-
cations and administrative support tasks. The
need increases for well-functioning adminis-
trative, usually IT-based, support systems at
the same rate.

Major global changesand an expanded mis-
sion requires long term and well thought out

Distribution according to age and gender

talent management, based on the utility’'s
requirements and needs. Svenska kraftnat
strives for a good balance of age, gender and
ethnicity. The utility should also be a safe work-
place with healthy employees.

The goalisthat Svenska kraftnatwill be one
of Sweden’s top ten employers by 2015. An
employee survey conducted earlier this year
showed that Svenska kraftnéat is already a very
good employer, but not in the top ten. To meet
future challenges there are growing demands
on leaders. A clear, grounded and goal-ori-
ented managementis one of severalimportant
prerequisites for creating a good, efficient and
value-driven workplace. To strengthen the
Svenska kraftnat brand and attractiveness as
anemployerthereisanon-going project "Swe-
den's Best Workplace”. There are activities
undertaken in order to develop and retain
employees and attract new expertise.

The Group had 478 (449) permanentemploy-
eesattheendoftheyear. Convertedto full-time
employment, there are 471 (440), of whom 314
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(294) males and 157 (146) women. Staff turnover
was 6.9 (6.5) percent, including retirements. Sick
leave during the year was 2.6 (2.0) percent. The
average age at Svenska kraftndt is 44 (44)
years.

Within a five year period it is estimated that
forty employees willleave through retirement.
The age profile has changed significantly dur-
ing the past decade. From being an organisa-
tion with many older employees, the age profile
is now much more balanced.

Svenskakraftnétis perceivedasaverygender
and parent-friendly workplace where consid-
eration is given to employees with different
backgrounds. The proportion of women in the
organisation is steadily increasing and is now
overathird. Almost half of the utility’s managers
arewomen.

KEY FIGURES. GOALS OUTCOME GOAL OUTCOME GOAL

AND OUTCOMES 2012 2013 2013 2014
Number of perma-

nent employees 449 500 478 565
Full-time

employment 440 480 471 550

Total staffturnover 6.5% <5% 6,9% <5%

Staff turnover excl.

retirement 40% <25% 4.5% <2.5%
Average L4 <45 L4 <45
age yrs yrs  yrs yrs

Proportion-women 33% 34% 33% >35%

Proportion - female

managers 46% >40% 48% >40%
Foreign background

(SCB's def.) 11% >12% 11% >12%
Sick leave 20% <2% 2,6% <2%

Long-term healthy
employees [no days
of illness) 54% >60% 54% >60%

Proportion onlong-
term sick leave of

over 60 days 0,6% <1% 1,2% <1%
No. of long-term

sick on full-time 1 0 0 0
New employees 83 70 63 90
Average age - new 38 <40 38 <40
employees yrs yrs  yrs yrs

Proportion of
women among the
new employees 36% >40% 37% >40%

Job rotation,
number of people 25 >25 30 >30

Accordingto the objectives for 2013, the number
of permanent employees at the end of the year
should have been 500. The lower figure of 478
peopleismainlyduetothefactthattherecruitment
process started too late and that staff turnover
increasedto 6.9 percent. Even absenteeism has
increased andthe reasonisthat manywere sick
due toinfluenzain the first quarter.

Each department has recorded the compe-
tencies thatare essential for operations a couple
ofyearsinadvance and what skills gaps need to
befilled. The reportindicates where key person
dependencyis highin the organisation and the
risks that may occurif the gaps are not filled.

Ananalysis of the experience and competence
of the employees whowill retire in the next five
yearsis performedannually. The analysis shows
which employees have mission-critical skills
which must be transferred in any form to
younger employees. During 2013, 36 employees
planned for such a skills transfer, including 16
with mission-critical skills.

Virtually all employees have completed a
performance review during the year, which
alsoincludesdocumentinganindividual devel-
opment plan. A salary survey was conducted
during theyear.

A trainee programme with six young engi-
neers ended during the year with aninternship
abroad at Statnett in Oslo and at ENTSO-E in
Brussels for two of them. Svenska kraftnat has
appeared in four (four) career days at selected
universitiesand has beenasupervisorforfour-
teen (eight) theses.

Svenska kraftnat has continued to focus on
being a healthy and safe workplace. The utility
acts quicklyin cases oflong-term sicknessand
after two weeks of sick leave, an action plan
must have been established between employee
and manager. This helps virtually all long-
term sick back to work. During the autumn a
risk assessment of the working environment
was carried out throughout the organisation.
Work with health and safety in the utility's
investment projects has strengthened during
the year and resources in this field have been
added to investment and maintenance opera-
tions.Noseriousaccidents have occurred during
the yearin Svenska kraftnat's operations.
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SICK LEAVE (%) -29yrs 30-49yrs  +50yrs  TOTAL
Women 1.8 4.0 6.5 4.3
Men 0.4 1.0 2.7 1.6
TOTAL 1.0 2.2 3.6 2.6

During the year the concept of leadership sup-
portand development has been developed and
leadership criteria putin place. Managers have
received support in their leadership with an
increasing scope throughout the year. Ten
years ago Svenska kraftndt had just one female
manager. Today, half of the managers are
women. A preparatory leadership programme
for twelve potential leaders has been con-
ducted during the year and planning for a new
leadership programme for 2014 is completed.
Svenska kraftnatworks with other authorities
through work coordinated by the Swedish
Agency for Government Employers. Svenska
kraftnatisin addition Chair of the parent entity
delegation, where extensive experience shar-
ing and development work is conducted in order
to strengthen the State as an employer. Svenska
kraftnat participates in the project " rorlighet i
staten,” where agencies under the Ministry of
Enterprise, Energyand Communications create
opportunities for sharing competence.

GOALS FOR SKILLS

PROVISION 2014

A large number of new employees will be
recruitedandaccordingto plan Svenska kraftnat
will have 565 permanent employees at the end
of 2014. A continued focus on effective recruit-
ment processes and a good induction for new
employeesis of paramount importance.

Efforts to strengthen both Svenska kraftnat
as an employer and employer brand continue
and measurements around this will be per-
formedin-house and among students.

In 2014, Svenska kraftnat will carry out a
skills analysis, to ensure that the organisation
has the right skills to meet its goals and chal-
lenges. The analysis will also describe the
activities required to meet the skills shift from
older toyounger employees.

This year Svenska kraftnat will introduce a
model that clarifies employees’ opportunities
for career advancement at the utility, even in
different specialist roles.

Managers will be offered a leadership pro-
gramme for both personal development and
practical leadership support. The utility will

identify 12 possible managerial candidates and
conduct a preliminary management pro-
gramme for them.

Health and safety will be further developed,
especially in development projects and in
maintenance activities. Working environment
work must be followed up with risk assessments
ineverypartoftheorganisationandanewincident
reporting system will be operational.

Work on equality and diversity continues
according to plan and a salary survey is to be
presented.

Arenewed activity plan for the utility’s work
onvalues will be developed and implemented.

The utilitywill participateinatleastfourjob
fairs and offer at least ten theses.

Other goals for 2014 are shown in the table
of key figures, targets and outcomes.

GOALS FOR SKILLS PROVISION
2015/2016
Thelongtermgoalfortomorrow's skills provision
isthat Svenska kraftnatwill be one of Sweden's
most attractive employers. The utility will be
considered a modern and stimulating work-
place thatis committed to retaining and devel-
oping the right skills. Svenska kraftnat will
also be a well known employer to external
audiences that are interesting to the utility.
Employer will also refer to the role of out-
sourcer to consultants and contractors. It
should also be known that Svenska kraftnat
takes responsibility for environmental issues
and sets high standards so that the working
environment is safe for both employees and
consultants and contractors.

Svenska kraftndt wants to attract, develop
andretainthe bestemployees and have the fol-
lowinglong-term goals for skills provision:

Svenska kraftnat has staff that deliver whatiit
takestofulfilour mission nowandinthe future.

> Svenska kraftnat’s values are known and
core values permeate all activities.

> Svenska kraftnat provides support, inspira-
tion and guidance for managers and leaders
of the organisation to deliver their best.

> Svenska kraftndt ensures that we have a
systematic working environment programme
to ensure noincidents or accidents with
recurring root causes occur.
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WITH THE AMBITION TO
BECOME SWEDEN'S BEST
WORKPLACE!

Svenska kraftnat is currently in anintense and expansive period. This creates
a greater need for new employees than ever before.

- Right now we are expanding the Swedish national grid to meet today's
high power consumption and requirements for a secure electricity supply.
With this, we must recruit new colleagues. But that's not all. We must also be
able to retain our employees and managers, says Claes Vallin, HR Director at
Svenska kraftnat.To do this, Svenska kraftnat has set the goal to become one
of Sweden's most attractive employers. An ambitious goal that requires con-
tinued business development and commitment throughout the entire utility.

- Collaboration is a key word in all of our processes, which means that an
employeeisinvolved in all developmentissues, big and small.

ENSURING SWEDEN NEVER STOPS

Challenging tasks. Clear development paths. Balance in life. Good benefits.
The arguments are many when employees themselves have their say about
what they think of their workplace. But one factor weighs heaviest.

- The work is meaningful. Without us, Sweden doesn’t work, and thereis a
prideinthe walls at Svenska kraftnat, says Claes Vallin. The work we dois full
of responsibility but also often challenging, which makes you constantly
develop your skills.

- The core of our culture is collaboration, sharing knowledge and helping
each other. We all work towards the same goal and that requires a team spirit,
adds Claes.

Anotherimportant feel-goodfactorthatemerges from the employee surveys
is that Svenska kraftnat allows for work/life balance.

- Having a balance between work and private life means employees are
happy in their work. We also avoid having appointments early mornings and
late afternoons, to facilitate the employees’ many commitments.

LEADERS WHO CAN LEAD

Employee Surveys over the years have shown that Svenska kraftndt has leaders
who are appreciated. The utility’s rapid rate of expansion, however, places new
and greater demands where a clear and goal-oriented management is one of
severalimportant conditions. This will be achieved by giving the utility’'s leaders
good prerequisites such as development and tools for handling the different
dimensions of leadership.
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ENVIRONMENTAL WORK

Svenska kraftndt’s vision "A leading role for a
secureandsustainable electricity supply” reflects
the utility’sambition towork forenvironmentally
friendly and energy efficient solutions for the
transmission of electricity onthe national grid.
Operationsinevitably have someimpact on the
environment, but Svenska kraftndt’s goal is that
the environmental impact will be minimized.
Environmental work is a natural part of the
business. Svenskakraftnatisworking foran envi-
ronmental management system certified tothe
IS0 14001 standard. Inthe Environmental Pro-
tection Agency's annual environmental ranking
of government agencies’ environmental man-
agement, Svenska kraftnat, for the second con-
secutiveyear, received the highest possible score.

COORDINATION GIVES

BETTER SUPPORT

In 2013, environmental work has increasingly
been coordinated with work in the fields of
quality, health and safety, electrical safety and
security. The areas have much in common. A
coordinating group consisting of specialists in
the various fields collaborates on common
issues. The purpose of the HSE work (Health,
Safety and the Environment] is to align ways of
working and thus ease the work of the organi-
sation. The group operatesand provides support
tothe organisatione.g.issues, riskassessments,
interpretation of laws and audits.

New and clearer environmental require-
ments fortheimplementation of contractors have
beenintroduced during the year. An endeavour
has been made to harmonize the requirements
with the requirements of other major develop-
ers. Work is also underway to design environ-
mental requirements that may already apply at
the qualification stage of procurement.

Sound environmental knowledge is a pre-
requisite for good environmental work. Svenska
kraftnat has implemented environmental
training programmes and workshops for main-
tenance engineers, project managers and con-

tractors. Web training programmes for new
employees and contractors have been revised
and improved to respond to the increased
demands for environmental expertise.

The year saw a number of environmental
audits, including in investment projects and
maintenance. Some of the audits produced
good results. In some contracts, however,
some shortcomings are addressed, particu-
larlyin terms of environmental plans and pro-
cedures for deviation management, document
management and monitoring.

Svenskakraftnatreports environmental man-
agementin a specific procedure to the Swedish
Ministry of Enterprise, Energy and Communi-
cationsandthe Environmental Protection Agency
under the Ordinance (2009:907) on environ-
mental management in Government agencies.
Correspondingly, energyefficiency measuresare
reportedtothe National Energy Administration
under the Ordinance (2009:893) on energy effi-
ciency measures for Government agencies.

IMPROVEMENTS WITHIN PROJECTS
AND MAINTENANCE
Svenskakraftndt has a major responsibility for
ensuring that operationsare conductedinasafe
manner for both people and the environment.
The utilityworks on prevention by requiring that
contractors must have systematic HSE work.
The requirements are monitored during the
execution of contracts. In 2013, new support
and controlfunctions have beensetupin projects
in the form of HSE coordinators and building
inspectors for the environment.

Construction projects are subject to ongoing
improvements. One exampleisthe precautions
takenaround oil-filled cable terminations, which
contain 500-700 litres of oil. A new technique
has now been introduced that involves using
geo-textile cloth which is permeable to water
but not oil. This prevents the oil from leaking.

During the year, Svenska kraftnat's use of
creosote-impregnated sleepers for line foun-
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dations has attracted attention. Some munici-
palities and landowners have shown concern
that creosote will leach out and contaminate
soiland water. Svenska kraftnat has concluded
after an overall environmental assessment
thatthe sleeperfoundations constitute the best
available technology that is reasonable to use
based on the knowledge and the options cur-
rently available. Accordingtolife cycle assess-
ment studies and diffusion studies to date, it is
the solution that provides the least overall
environmental impact.

Anewenvironmental and occupational risk
identifiedin development projectsis the possi-
ble presence of anthrax, which, according to
the National Veterinary Institute may be pre-
sent in the soil around the country. To prevent
this risk, new procedures have been developed
for contractors’ digging and piling work.

During the year Svenska kraftndt stations
have been surveyed with regard to energy effi-
ciency. Based on the results, energy saving
measures will begin to be carried out during
2014. Free cooling®® will be installed in new
technology sheds from 2013 instead of conven-
tional chiller which saves energy.

Svenska kraftnatis working systematically
to limit greenhouse gas sulphur hexafluoride
(SF6) used in such things as switches. Even in
2013, emissions were very small, barely 0.2
(0.1) percent of theinstalled gas amount. Thisis
far below the requirements for new equipment
where amaximum emission of upto 0.5 percent
isapproved. An environmental audit of mainte-
nance work involving emptying and refilling
SF6 gas in circuit breakers showed that the
requirements Svenska kraftnat has to avoid the
risk of gas escaping were followed well.

At the contingency reserve in Asbro work
has continued during the year with a series of
environmentalimprovements,including replace-
ment of engines in tracked vehicles to engines
withloweremissions, energy saving measures
and the safe storage of sleepers.

Anaccounting of the company’s greenhouse
gas emissionsis available on www.svk.se. The
utility uses the Greenhouse Gas Protocol which
is an established and transparent standard for
climate calculations.

DEVELOPMENTS FOR ABETTER
ENVIRONMENT

During 2013 Svenskakraftndt conducted a project

15 Coolairisdrawn from outside to cool the indoor air.

with a view to introducing a new system for
dealing with accidents, incidents and devia-
tionsin the areas of health and safety, environ-
ment, quality, electrical safety and security.
There is an overarching goal that no serious
accidents orincidents with a known root cause
are repeated. The aim of the incident manage-
ment systemistoachieve an efficient manage-
mentofincidentsand obtain eventdatathatcan
beusedinlong-term prevention. The systemis
planned to be operationalin spring 2014.

Duringtheyearthe utilitylaunched a devel-
opment projectinorder to obtain a better basis
for estimates of how sleeper foundations
should be handled after demolition of lines.
The project includes such things as sampling
and analysis of the risk of spreading and con-
tamination in different soil and water condi-
tions. A feasibility study is completed and the
main study will be conducted in spring 2014.
Several development projects are also under-
way to find alternatives to creosote impreg-
nated foundations and poles. Including the
development of prefabricated concrete sleep-
ers and testing poles in stone fibre and com-
posite materials.

During the year a thesis investigated if
chemical weed control in substations can be
replaced with a more environmentally friendly
method. One method, NCC Spuma, was tested
in a field trial in a plant and its environmental
impacts were investigated by an LCA. This
method means that the weeds were combated
with hot water and insulating foam. Some
development is needed, however, before the
method can be introduced.

Inone project,implementedin collaboration
with the Swedish Biodiversity Centre and the
Swedish University of Agricultural Sciences,
the extent that power line corridors act as dis-
persal corridors for butterflies in different
types of landscapes has been examined. In
2013, line sections have been selected and in
the summer of 2014, aninventory of butterflies
will occur. Leaving stumps when clearing
powerline corridors can benefit many species,
mainly wood beetles, but also species of fungi,
lichens, mosses and birds. This has been tried
duringtheyear. Svenskakraftnatinteracts with
severaloftheinfrastructure's operatorsaround
how grasslands adjacent to the infrastructure
can,with propercare, bearesourceforthe con-
servation of biodiversity.
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RESEARCH AND
DEVELOPMENT

Research and development (R & D} in the areas
of transmission and distributionisimportant for
Svenska kraftnat operations. Svenska kraftnat
is active in research and technology develop-
ment to support future electrical systems that
meet climate goals, thatarereliable and flexible
enough to handle our operational environment
changesandrequirements. Svenska kraftnatis
involved and therefore supports technological
research, development and demonstration in
tentechnological areas: system utilization and
reliability, system impact of large-scale
renewable electricity generation, the environ-
ment, information and management systems,
maintenance, dam safety, the electricity mar-
ket, technology for stations and lines, skills
provision, and other initiatives that span more
technical areas. In 2013 Svenska kraftnat
introduced a new organisation for R & D to
strengthen R & D activities and set up a pro-
spective three-year R & D plan.

Svenska kraftnat oftenimplementsresearch
and development in partnership with industry
participants through Svensk Energi jointly
owned Elforsk AB. Collaborating with univer-
sities is also a priority. Overall, research and
developmentactivitiesare of greatimportance
in the long term to ensure and enhance the
skills required for Svenska kraftnat’s obliga-
tions now andin the future.

Svenska kraftnatisapartnerinthe develop-
ment company STRI AB in Ludvika with ABB,
Statnett and Det Norske Veritas (DNV).
Researchand development projectsareimple-
mented here, often in collaboration with part-
ners. Joint projects with the Nordic grid com-
panies are also ongoing. In 2013, research
issues of common concernin Europe continued
to increase. Examples of such issues include
the integration and balancing of renewable
energy to different grids.

During 2013, Svenska kraftnit used SEK 20(21)
million for research and development.

Here are some of the projects that were
conducted during the year and which help to
improve the reliability, availability and effi-
ciency of the electricity systemin thelong-term.

> Aprototype has been built to testa measure-
ment method for non-contact temperature
monitoring of isolators. This was installed
asatestin 2012. Analysis of data was made
from 2013 at the Royal Institute of Technology
asaPhD project.

> In 2013, studies started on how Svenska
kraftnat will handle an expected reduction
of inertiain the power system, which can
lead to unacceptable frequency deviations.
Athesisis planned to start during spring
20141in cooperation with Fingrid and the
Nordic Analysis Group (NAG), which aims
to propose solutions to prevent frequency
deviations after major disturbances.

> Power system models for Svenska kraftnat's
power system simulator Aristo have been
further developed. The power system simu-
latoris used for operatortraining, operation
analysis and power system studies. Itis
alsoimportant that the simulatoris usedin
colleges, to help enhance skills. Aristo is
in place at Chalmers, the Royal Institute of
Technology and Lund University.

> Incollaboration with consultants and col-
leges Svenska kraftnat is building up
knowledge of the DC technology VSC (Voltage
Source Converter) for power transmission
onlandand at sea.
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> Svenska kraftnatis participating in the
Nordic knowledge network [nordiska kun-
skapsnétverket] for research on Phasor
Measurement Units (PMU). Thisis a new
technology that can provide a better under-
standing of the Nordic network dynamics,
improve monitoring capabilities and ulti-
mately provide instruments for the networks.

> SCADA -Securityisaninvestmentin
information and operating system, which
was established in 2010 and has continued
in 2013. Collaboration takes place between
the Royal Institute of Technology, the Swedish
Defence Research Agency and Svenska
kraftnat where Svenska kraftnatis funding
research at the Royal Institute of Technology.

> 1In 2013, Svenska kraftnat continued to
study two new techniques to better assess
the status and risk of failure associated
with high treesin power line corridors.
One technique uses advanced measuring
techniques usinglasers. The second method
is based on three-dimensional photography,
combined with advanced computerized
interpretation. The goalis to introduce the
option that fits operational plant maintenance
operations best. The evaluation was made
in 2013 and continuesin 2014,

> Financial support for the higher education
research programme Elektra andto Vind-
forsk. Direct support to selected research
projects has also been made to colleges.

> Aspartofits effortsin smart grids Svenska
kraftnat participatesin an Elforskprojekt.
The utility is also activelyinvolvedin the
global International Smart Grid Action

16 Supervisory Control and Data Acquisition (SCADA).

Network (ISGAN] and the Swedish Govern-
ment'’s coordination council for the smart grid.

Svenska kraftnat supports knowledge and
skills-building for the safety of damsin
partthrough R & D projects, and by sup-
porting the Swedish Hydropower Centre
(SVC)whichis a centre for tertiary education
and researchin hydropower and mining
dams. SVC operations are divided into two
areas of expertise, hydraulic-engineering
and hydro turbines and generators. Svenska
kraftnat supports both areas.
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INTERNATIONAL
COLLABORATION

Svenska kraftnat is working to increase the
integration and harmonization of the Nordic
electricity markets and electricity networks.
The utilityalso hasthe task of further developing
electricity market cooperation within Europe
to promote a single market for electricity.

WORK WITHIN ENTSO-E

In Europe, extensive work towards creating an
integrated European electricity market with a
safeand secure energy supplyisunderway. The
EU’s third legislative package on the internal
market in electricity is a key part of this effort
and has resulted in an increased demand for a
Europeanpresenceandfocus by Svenskakraftnat.
Cooperation between the European grid com-
panies is conducted within the organisation
ENTSO-E. 41 European grid enterprises in 34
countries cooperate within ENTSO-E. In addi-
tion to the EU member states, ENTSO-E
includes Norway, Iceland, Switzerland and the
countries of former Yugoslavia who are not
members of the EU.

During 2013, Svenska kraftnat has actively
contributed to ENTSO-E's efforts to, at the
request of the European Commission, develop
proposals for binding Europeanrules, so called
network codes ' withinthe areas of operations,
network planning and the market. The utility's
participation is important in influencing the
European regulations that are developed so
that they promote a well-functioning inte-
grated European electricity market. It is the
European Commission that finally puts for-
ward a bill. During the year Svenska kraftnat
hashadacontinuous dialogue with,among oth-
ers, the Ministry of Enterprise, Energy and
Communications and the Energy Markets
Inspectorate and discussed the draft laws.

In 2013, Svenska kraftndt also contributed
to ENTSO-E's efforts to develop the European
ten-year network development plan to be pub-
lished in December 2014. The Network devel-

opment plan indicates planned and necessary
reinforcement of the transmission network in
Europe by 2030 and is based on a common
European electricity market and network stud-
ies. Svenska kraftnat also contributed to the
preparation of an update of the status of the
more than 700 investments that were included
in the development plan that was published in
2012, a so-called ‘Monitoring update. "

DEMAND FOR GREATER
TRANSPARENCY

In 2013, the commission’s transparency regu-
lation came into force!®. The regulation pro-
vides thatinformation such as available trans-
mission capacityand publication of fundamental
market data related to supply and demand will
be published ona central platformat ENTSO-E
from 2015. During 2013, Svenska kraftnat par-
ticipated in ENTSO-E's efforts to develop the
central platform and started an internal pro-
jecttomeettherequirements of the regulation.

MARKET COUPLING

The integration of European markets has also
been abigissue for Svenska kraftndt and other
partners within the European work in 2013.
During the year, efforts to connect different
regions in Europe have continued. In 2013,
Svenska kraftndt was engaged in projects that
aim to deepen the integration of Sweden and
Scandinavia with Central and Western Europe
and the UK through 'price coupling of the day-
before trading. This means that the power
exchanges simultaneously and with the same
methods of calculation calculate market prices

17 Néatkoder (sv.)

18 Commission Regulation (EU) No 543/2013 of 14 June
2013, on the submission and publication of data on
the electricity marketand amending Annex I to Reg-
ulation (EC) No 714/2009.
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ENTRY INTO
FORCE

ECinvites ACER to develop
Framework Guidelines

ACER Public consultation begins

Final Framework Guidelines published

Formalinvitation to develop

Network Code

Public Consultation Period Begins

Final version submitted to ACER

ACER opinion published

Resubmission to ACER

ACER recommendation published

Comitology Begins

Cross Border Committee delivers opinion

EC submits Code for scrutiny
to the Counciland EP

Network Code is adopted

Implementation begins

Network Code is monitored and can go
through amendment procedure

Source: ENTSO-E
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and trading volumes between areas for the
coming delivery day. This will mean accurate
rates and flows between market areas in the
region will be secured.

The northwest European region is the first
to use the solution for price coupling of the
region’s price markets that have been devel-
oped in cooperation between the European
exchanges. Theaimisto start price coupling of
the day-before-trade throughout northwest
Europe in 2014. The project has been selected
as a pilot project by ENTSO-E and ACER. The
idea is that this solution will be extended over
time andinclude other regionsin Europe.

During the year, the system operating grid
companies in the region also worked with the
power exchanges to develop and implement a
joint solution forintra-day trading.

NORDIC HARMONISATION

Svenska kraftnat, Fingrid and Statnett, started
the project Nordic Balance Settlement (NBS)in
autumn 2010in orderto createacommon Nordic
balance settlement where all Nordic balance
providers are subject to the same regulations
and compete on equal terms. This reduces the
entrybarriers for participatingin new markets
and creates the conditions for increased com-
petition, making the NBS an important part of
the Nordic regulating authorities’ (NordREG)
efforts to develop a Nordic retail market in
accordance with the Nordic energy ministers’
wishes. The aim has been to establish harmo-
nized principles and locate settlement opera-
tions in a joint venture whose main task is to
manage the balance settlement in Sweden,
Finland and Norway. Operationsare plannedto
start in 2015 and the project has been worked
onintensively during the year to make this pos-
sible. Procurement of the IT provider for the
common settlement system has been com-
pleted and a first version of the handbook for
market participants, whichdescribes the settle-

ment and related issues, has been published.
Furthermore, a common data format has been
presented to market participants. Inlate 2013
Svenska kraftnat, Fingrid and Statnett, formed
the joint company eSett Oy. The Company sub-
sequently entered into an agreement with the
firmthatwill design the new settlement system.
Future work until the implementation of the
common balance settlement will be carried
out by the project.

Svenska kraftnat has also participated in
the project Regulation Power Market Review.
Within the project, the Nordic grid companies
conducted a review with the aim of developing
ajoint regulating power market. The proposed
improvements aim atincreasing efficiencyand
development to obtain more bids, and to adapt
the regulating power market in line with the
upcoming balance network code and prepare
for increased exchanges with non-Nordic
neighbours.

DEVELOPMENT OF THE ELECTRICITY
MARKET IN THE BALTICS

In2013, effortstointegrate the Balticand Nordic
electricity markets continued. Integration has
in partbeenachieved by the electricity market,
with the help of Nord Pool Spot, being extended
to the Baltic countries, and by expanding the
nationalgrid whereithas strategicimportance
for the European electricity market, such as
between Sweden and Lithuania. On 18 April,
Svenska kraftnat received the Government's
permissiontobuildthe cable NordBalt between
Swedenand Lithuania. Commissioningwill take
place at the end of 2015. On 3 June, the Latvian
electricity area opened for day-before trading
with Nord Pool Spot. With Latvia's market
opening, the entire Baltic region has beeninte-
grated with the Nordic electricity market. A
further step in the integration was taken on 10
December, when even the intra-day market
Elbasopenedfortradingin Latviaand Lithuania.

SVENSKA KRAFTNAT - ANNUAL REPORT 2013

58

ELECTRICAL SAFETY

Thetermelectrical safety meansin this context
the responsibility that Svenska kraftnéat has to
ensure that people and property are protected
from damage caused by electrical current.
Maintaining a high level of electrical safety is
the overarching goal of Svenska kraftnatand the
utility’s subsidiaries. The utilityworks toensure
no serious electrical safety-related incidents
oraccidents with recurring root causes occur.

During the year, 22 (18) electrical incidents
were reported, but none of these have been
serious accidents caused by electricity. The
good statistics reflect taking responsibilityand
the highlevel of electrical skills within Svenska
kraftndt and of the contractors carrying out
contracts on the utility’s behalf.

Close collaboration has beeninitiated between
the functions of health and safety, electrical
safety, environment, quality and safety. To avoid
gaps in coordination, these areas cooperate
closely together. An example of cooperation is
the Svenska kraftnat common incident man-
agement system adopted in 2013. The scheme
isexpected,amongotherthings, toimprove the
quality of reporting of electricalincidents, root
cause analysis and statistical data. This will
eventually give rise to a positive development
inhow Svenska kraftnat develops, designs, builds,
maintains and monitors its electrical systems
so that the risk of accidents is minimized and
that the electrical safety of the public residing
near Svenska kraftnat facilities is further

improved. During the year Svenska kraftnat
implemented external auditstoassess howwell
electrical safety is managed in operations.
Unplanned electrical safety checks have been
carried out at a number of Svenska kraftnat
workplaces. The results of these audits and
inspectionsindicateagenerallygood awareness
of electrical safetyand electrical safetyrequire-
ments are followed by utility contractors. The
result shows that the need for systematic
checks on electrical safety requirements will
remainas Svenskakraftndtinvestmentincreases.

Svenska kraftnat has implemented periodic
electrical safety training of internal staff. The
trainingis conducted atintervals of threeyears.

Svenska kraftnat has also participated in
the ongoing revision process of the industry’s
joint electrical safetyinstructions called ESA.
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INCOME STATEMENT, MSEK 2013 2012 2011 2010 2009 2008 2007
Operating revenue 10111 9789 9282 10547 6851 7717 6326
Operating expenses excl. depreciation and -8612 -7999 -7965 -9098 -5881 -6328 -4941
other operating expenses

Depreciation and write down -668 -811 -676 -664 -613 -585 -590
Share ofincome in associated companies 19 23 9 20 31 1069 69
OPERATING INCOME 850 1002 650 805 388 1873 864
Financialitems 4 -64 -42 -22 -7 -67 -127
INCOME FROM FINANCIAL ITEMS 854 938 608 783 381 1806 737
Tax -5 -15 -14 -10 -6 -3 -5
Minority share of income after tax 1 27 -13 -4 1 0 1
NETINCOME FORTHE YEAR 850 950 581 769 376 1803 733
BALANCE SHEET, MSEK

Intangible fixed assets 328 306 308 282 284 259 226
Tangible fixed assets 16498 13568 12465 10400 9782 8893 8549
Financial fixed assets 122 98 ) 96 347 1528 467
Inventories 87 84 86 89 88 89 93
Currentreceivables 1440 1666 1844 1972 1023 842 995
Liquid funds 160 210 733 370 130 104 51
TOTAL ASSETS 18635 15932 15541 13209 11654 11715 10381
Equity 8849 8625 8054 7971 7457 8114 6787
Minority interests = 34 61 48 44 45 45
Deferred tax 33 32 40 38 32 28 24
LONG-TERM LIABILITIES

Interest bearing 3775 1854 2768 1972 1835 1621 1616
Non-interest bearing 3870 3272 1794 936 507 393 420
Provisions 681 633 537 478 433 392 361
CURRENT LIABILITIES

Interest bearing = = 82 82 82 98 98
Non-interest bearing 1427 1482 2205 1684 1264 1024 1030
TOTAL EQUITY AND LIABILITIES 18635 15932 15541 13209 11654 11715 10381
KEY BUSINESS RATIOS

Return on adjusted equity after tax (%) 8.6 9.5 6.1 8.4 4.3 19.8 8.9
Return on capital employed (%) 7.6 9.7 6.5 9.0 4.5 21.6 10.7
Equity/assets ratio (%) 42.0 47.0 45.6 53.1 57.2 60.9 58.8
Operating margin (%) 8.4 10.2 7.0 7.6 5.7 24.3 13.7
Capital turnover ratio 0.59 0.62 0.65 0.85 0.59 0.70 0.62
Debt/equity ratio (%) 54.8 30.4 37.4 30.8 33.2 28.1 33.2
Self-financing level (ratio) 0.4 0.8 0.6 1.1 0.7 1.6 2.1
Interest coverage ratio % e/t 14.8 13.9 14.0 13.3 25.7 6.1
OTHER

Internally allocated fund (MSEK) WA 1680 1189 1370 983 1347 1373
Net liability (MSEK) 4296 2277 2655 2162 2220 2007 2024
Investments (MSEK] 3641 YRVE) 2771 1276 1527 963 596
Dividend paid to the Government (MSEK) 618 378 499 244 1172 476 439
Manpower (Quantity) 461 422 375 344 317 295 289
Energy supplied to the national grid (TWh) 119.3 123.5 113.5 110.3 104.4 115.0 120.5
Energy extracted from the nationalgrid (TWh)  116.5 120.0 110.8 108.0 101.7 112.1 117.7
Energylosses (TWh) 2.8 3.5 2.7 2.4 2.7 2.9 2.8

¥ Return on equity after standard tax of 22 percent from 2013. Adjusted equity refers to the average of the year's opening and closing

restricted equity and 78 percent of non-restricted equity.

20Wheninterest costsin 2013 were positive then this ratiois not applicable for 2013.
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INCOME STATEMENT - THE GROUP (MSEK)

OPERATING REVENUE NOTE JAN-DEC 2013 JAN-DEC 2012
- Revenue from electricity transmission 1 4387 4749
- Revenue from balance and frequency regulation 4977 4299
- Revenue from power reserve 138 153
- Government grants for electricity contingency 2 202 201
- Other external revenues 3 280 267
NET TURNOVER 9984 9669
Work performed by the entity 4 110 96
Other operating revenue 17 24
TOTAL OPERATING REVENUE 10111 9789
OPERATING EXPENSES

STAFF COSTS 5 -432 -382
- Costs for transmission of electricity 6 -1806 -2089
- Costs for balance and frequency regulation -5197 -4 336
- POWER RESERVE -138 -156
- DISTURBANCE RESERVE -83 -78
- Operation/maintenance expenses -419 -467
- OTHER EXTERNAL EXPENSES Vi -469 -470
VARIOUS EXTERNAL EXPENSES -8112 -7596
Depreciation and write down of tangible and intangible

fixed assets A -668 -811
Other operating expenses -68 -21
TOTAL OPERATING EXPENSES i1 -8810
Share of income in associated companies 8 19 23
OPERATING INCOME 850 1002
INCOME FROM FINANCIAL INVESTMENTS

Income from other securities and receivables that are

fixed assets 9 -1 0
Otherinterestincome and similarincome items 10 2 2
Interest expenses and similar items 11 3 -66
INCOME FROM FINANCIAL ITEMS 854 938
Tax onincome for the year 12 -3 -11
Deferred tax -2 -4
Minority share of income after tax 1 27
NET INCOME 850 950
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INCOME STATEMENT PER BUSINESS SEGMENT (MSEK)

Transmis-
sion of
Electric-

ity on the System Electricity System-
National  Operator Chargeable contin- operator Associated
OPERATING REVENUE grid electricity  Telecom activities gency gas companies Total
- Revenu.e fr_om electricity 4387 0 0 0 0 0 4387
transmission
- Revenue from balance and 66 4911 0 0 0 0 4977
Frequency regulation
- Power reserve revenue 0 138 0 0 0 0 138
- Govt. Grants for electricity ] 0 0 0 202 0 202
contingency
- Other external revenue 155 12 69 13 0 31 280
NET TURNOVER 4608 5061 69 13 202 31 9984
Activated own work 110 0 0 0 0 0 110
Other operating revenues 6 5 6 0 0 0 17
TOTAL OPERATING REVENUES 4724 5066 75 13 202 31 10111
OPERATING EXPENSES
STAFF COSTS -391 -25 = -2 -10 -1 -432
- Cost for electricity transmission  -1806 1] 0 0 0 0 -1806
- Cost for balance and Frequency -236 -4961 0 0 0 0 -5197
regulation
- Power reserve 0 -138 0 0 0 0 -138
- Disturbance reserve -41 -42 0 0 0 0 -83
- Operating and maintenance -382 -17 -20 0 0 0 -419
- Other external expenses -179 -53 -7 -9 -192 -29 -469
VARIOUS EXTERNAL EXPENSES -2644 -5211 -27 -9 -192 -29 -8112
Depreciation and write down of
Tangible/intangible Fixed assets -600 -19 -47 -2 0 0 -668
Other operational expenses -60 -3 -1 -4 0 0 -68
TOTAL OPERATIONAL EXPENSES -3695 -5258 -78 -17  -202 -30 -9280
Internalrevenues 18 0 50 0 0 0 68
Internal expenses -50 0 -17 =il 0 0 -68
TOTAL INTERNAL POSTS -32 1] KK -1 0 0 0
Associated companies 19 19
OPERATING INCOME 997 -192 30 -5 0 1 19 850
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COMMENTS ON THE
INCOME STATEMENT

OPERATING REVENUE

Operating revenue increased during 2013 and
amounted to SEK 10,111 (9,789) million, anincrease
of SEK 322 million. The increase is mainly attrib-
utable to the business segment System Operator
for Electricity. The business segment Transmis-
sion of Electricity on the Grid had lower income
compared with last year.

The Group’s revenue for balance and frequency
regulation increased and amounted to SEK 4,977
(4,299) million, which was primarily due to
increased sales of balance power and to a lesser
extent, toincreased charges.

Revenues for the transmission of electricity
decreased to SEK 4,387 (4,749) million, where the
decline was mainly due to reduced usage fees,
reduced supply of electricity to the national grid
from the water productionin northern Sweden and
reduced consumption. Capacity chargesincreased
due to a higher fee and associated revenue from
temporary subscriptions.

The Group had SEK 210 million less revenue
than the previous year by reason of the liquidation
of SwePol Link in 2012.

OPERATING PROFIT

Operating profit amounted to SEK 850 million,
whichis SEK 152 million lower than 2012. Operat-
ing profit includes external revenues and costs,
the profit from associated companies and the
Group's depreciations and write downs.

Operating expenses amounted to SEK 9,280
(8,810) million. Some of the types of expenses
affect both business segments Transmission of
Electricity on the Grid and System Operator for
Electricity. Expenses that cannot be directly
attributed are allocated on a standard basis
betweenthetwo business segments. Transmission
of Electricity on the Grid is the dominant results
driven business segment within Svenska kraftnat
operations. Net operatingincome for the business
segment was SEK 997 (1,066) million. Compared
with previous years both the input and consump-
tion of electricity decreased. When the lower rev-
enues from usage fees SEK 1,870 (2,145) million
are met by lower costs for loss electricity, SEK
1,200 (1,514) million, they do not have any major
impactonoperating profit compared withlastyear.
The lower result for the business segment was
mainly duetoincreased costs for primaryregulation
and higher costs for transit.

Operating profitforthe business segment System
Operator for Electricityamounted to SEK -192 (-96)
million. Turnover for balance and frequency regu-
lationreflectsthe level of electricity prices during
the year, thereby showing in gross terms a large
deviation from the previous year. In 2013, both the
volume and average price of purchased and sold
balance powerincreased. Thedecreaseinoperating
profitis due to higher costs for primary control in
combination with low surpluses from the fees.

The business segment Telecommunication's
operating profit amounted to SEK 30 million (6).
During the year a number of radio masts were sold

whichyielded a profit. Lastyear's low performance
was due to adjustments for previous years.

Operating profit for System Operator for Gas
amounted to SEK 1 (1) million.

Duringtheyearthe business segment Electricity
Contingency utilized SEK 202 (201) million of the
appropriation for electricity contingency, which
was funded by grants.

Operating profit for the business segment
Chargeable Activities amounted to SEK 5 million
(2). The decrease was primarily due to the scrapping
of IT systems.

Svenska kraftnat remains in a recruitment
phase and 31 (52) new full-time jobs have been
added since December 2012. Personnel costs
increased by SEK 50 million from SEK 382 million
2012 to SEK 432 millionin 2013.

In 2013, the cost of loss electricity declined by
SEK 314 million from SEK 1,514 million in 2012 to
SEK 1,200 million.

Depreciation on fixed assets decreased by SEK
48 million to SEK 668 million. This was because of
the sale of 50 percent of the overseas connection
SwePolLinkin August2012,and was despite higher
depreciation due to the high rate of investment.

The Svenska kraftnadt Board has decided not to
build the western branch to Norway in the project
SydVastlanken. Since theinvestments have already
been madeinthe project, the decision had anegative
impact of SEK 55 million.

The Group’s profit was affected last year by SEK
95 million in write downs of which SEK 83 million
relates to the write down of fixed assets attributable
to the overseas connection SwePol Link.

Profit from associated companies amounted to
SEK 19 (23) million, whichis SEK 4 millionless than
lastyear. SEK5million (9) of the resultis explained
by the issue of Nord Pool Spot in response to new
partners.

The Group’s operating margin was 8.4 (10.2)
percent, whichis 1.8 percentage points lower than
last year.

NET FINANCING

The Group's net financial items amounted to SEK 4
(-64) million, an increase of SEK 68 million com-
pared with lastyear. Interestincome for the Group
amounted to SEK 2 million (2). The improvementin
net financial items is partly loan redemption in
connectionwiththe sale of 50 percentofthe overseas
connection SwePol Link in August 2012. Interest
expenses last year included a provision of SEK 53
million for indexing Svenska kraftndt's pension
underthe safeguardingrulesadopted by the Swedish
Pensions Board. Thisyear'sindex was SEK 1 million.

NET INCOME FOR THE YEAR

Netincome for the year amounted to SEK 850 (950)
million, which is SEK 100 million lower than 2012.
The result means areturn on adjusted equity of 8.6
percent (9.5). According to the letter of governance
for 2013, the target is to achieve an average return
onadjusted equity of 6%. The net profit margin with
adeduction for standard tax was 6.6 (7.1) %
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FINANCIAL REPORTS

BALANCE SHEET -THE GROUP (MSEK)

ASSETS NOTE 31-12-2013 31-12-2012 EQUITY AND LIABILITIES NOTE 31-12-2013 31-12-2012
FIXED ASSETS EQUITY
INTANGIBLE FIXED ASSETS 13 RESTRICTED EQUITY
Capitalized expenditure for computer programs 1Y) 96 Government capital 600 600
Land rights 55 56 capital Other restricted equity 3626 3603
Rights of use 23 82 4226 4203
Construction workin progress 183 126 CAPITAL UNRESTRICTED EQUITY
328 306 retained profit/loss 3773 3472
TANGIBLE FIXED ASSETS 14 Netincome for the year 850 950
Buildings and land 419 383 4623 4422
Machinery and other technical fixed assets 9750 9639 TOTAL EQUITY 8849 8625
Construction workin progress 6329 3546
MINORITY INTERESTS = 34
YAL 13568
DEFERRED TAX LIABILITY 24 33 32
FINANCIAL FIXED ASSETS
Shares and participations in associated companies 16 121 95
PROVISIONS
Long-term receivables 1 1
Provisions for pensions and similar obligations 23 681 633
Deferred tax = 2
122 98 Other provisions = 0
681 633
TOTAL FIXED ASSETS 16 948 13972
LONG-TERM LIABILITIES
CURRENT ASSETS Interest-bearing liabilities 21 3775 1854
INVENTORIES NON INTEREST-BEARING LIABILITIES 22 3870 3277
Raw materialinventories 87 84 7 645 5131
CURRENTLIABILITIES
OTHER CURRENT RECEIVABLES Accounts payable 761 626
Accounts receivable 561 655 Tax liabilities 0 12
Receivables from associated companies 11 29 OTHER LIABILITIES 25 43 31
Other receivables 18 135 32 Accrued expenses and prepaid income 26 623 808
Receivables from the public utility's cheque account 19 64 K] 1427 1477
Prepaid expenses and accrued income 20 1.3} 947
TOTAL EQUITY AND LIABILITIES
1440 1666 Q 18635 15932
CURRENT INVESTMENTS
PLEDGED SECURITIES None None
Cash and bank balances 160 210
CONTINGENTLIABILITIES 27,28
TOTAL CURRENT ASSETS 1688 1960
TOTAL ASSETS 18 635 15932
CONTINGENT ASSETS 27
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FINANCIAL REPORTS

COMMENTS ON
THE BALANCE SHEET

BALANCE SHEET TOTAL

The Group's balance sheet total amounted to SEK
18,635 (15,932) million, an increase of SEK 2,703
million mainly due to an increase in construction
in progress.

FIXED ASSETS
Svenska kraftnat's intangible assets consist of
land rights, rights of use for fibre-optic cables,
licenses and capitalized expenditure for com-
puter programs. The book value amounted to SEK
328 (306) million. Investments in computer pro-
grams, mainlyanew operational monitoring system,
amounted to SEK 60 (40) million. Depreciation on
intangible fixed assets for the year amounted to
SEK 35 (42) million. The tangible fixed assets
mainly consist of powerlines, stations, buildings and
land, fibre optic connections and other technical
equipmentand constructioninprogress. Thetangible
asset value amounted to

SEK 16,498 (13,568) million, which is an
increase of SEK 2,930 million. Capital expenditure
during the year was SEK 3,582 (2,335) million and
depreciation SEK 633 (674) million. In addition,
write-downs amounted to SEK - (95) million. The
remaining assets consist ofinvestmentsinassociate
companies, long-termreceivables andtaxreceiv-
ables. Shares in associated companies amounted
to SEK 121 (95) million. During the year, the parent
entity received 4 (18) million in dividends from
Nord Pool Spot AS and the results of associated
companies amounted to SEK 19 million (23).

INVENTORIES

Inventories amounted to SEK 87 (84) million and
include fuel for gas turbines in the subsidiary
Svenska Kraftnat Gasturbiner AB. Last year the
stock of natural gas was also included.

CURRENT ASSETS
Currentassetsamountedto SEK 1,688 (1,960) million,
of which cash and cash equivalents amounted to
SEK 160 (210) million. The decrease mainly
relates to accrued revenues for balance power
whichinvoiced during the period and hence a pro-
vision has not been necessary.

EQUITY

The equity of the Group at year-end amounted to
SEK 8,849 (8,625) excluding minority interests.
During the year, SEK 618 (378) million has been
distributed to the State. Consolidated netincome
amounted to SEK 850 (950) million.

LONG-TERMLIABILITIES

The Group's long-term liabilities consist of the
parent entity’s loan parameter with the National
Debt Office of SEK 3,775 (1,854) million. The
increase of SEK 1,921 million is due primarily to
increasedinvestmentin combination with alower
influx of capacity charges compared with the pre-
vious year. The average rate on the Group's loans
in 2013 was 0.78 percent (1.6).

Non-interest-bearing long-term liabilities
that consist of contributions from landowners,
investment grants from stakeholders, cumulative
capacity charges, advances from customers in
withinthe fibre opticoperationand other customers
amounted to SEK 3,870 (3,277) million. The change
is due to an increase in capitalized investment
grants and capacity fees.

Net liabilities increased by SEK 2,019 million
to SEK 4,296 (2,277) million. This affected the
debt/equity ratiowhichrose to 54.8 (30.4) percent.
The primaryreasonis, as stated above, increased
investments and a lower inflow of capacity
charges, which meant higher borrowing. The
appropriation for 2013 stated that Svenska kraftnat
may have adebt ratio of no more than 110 percent.

CURRENTLIABILITIES

Accounts payableincreased from SEK 626 million
in 2012 to SEK 761million in 2013 while accrued
expenses and deferred income decreased from
SEK 808 millionin 2012 to SEK 623 millionin 2013.
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CASH FLOW STATEMENT - THE GROUP (MSEK)

OPERATING JAN-DEC 2013 JAN - DEC 2012
Operating profit before depreciation 1487 1732
Financial revenue and expenses -22 =3l
Dividends received 4 18
Tax payments -9 =il
CASH FLOW BEFORE CHANGES IN WORKING CAPITAL

AND INVESTMENTS 1460 1698
Changeininventory -3 2
Changein current receivables 162 209
Changein current liabilities 77 -368
CASH FLOW BEFORE INVESTMENTS 1696 1541
INVESTMENTS

Investmentsinintangible assets -60 A
Investmentsin tangible assets -3739 -2635
Investmentsin financial assets -18 =il
Sale of plants 19 472
Netinvestmentsin operations -3798 -2204
CASHFLOW AFTER INVESTMENTS -2102 -663
FINANCING

Changeininterest-bearingloans 1920 -996
Changein otherlong-term liabilities 750 1514
Dividends paid -618 -378
Financing 2052 140
LIQUIDITY CHANGES

Liquid assetsincluding current investments at beginning of year 210 733
Ditto at end of period 160 210
Changeinliquid assets -50 -523
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FINANCIAL REPORTS

COMMENTS ON
THE CASH FLOW STATEMENT

The cash flow statement is intended to describe
Svenska kraftnat Group’s ability to generate liquid
assetsandisasupplementtotheincome statement
andbalance sheet's description of profitabilityand
financial position. Liquid assets refer to cash and
bank balances.

THEYEAR’S ACTIVITIES
Cashflowfromtheyear’sactivities before changes
in working capital decreased by SEK 238 million
over the previous year and amounted to SEK 1,460
(1,698) million. The decrease is primarily attribut-
able to the lower operating profit. Cash flow from
the year’s activities increased by SEK 155 million
over the previous year and amounted to SEK 1,696
(1,541) million. Theincreaseis primarily due to the
positive changeinaccounts payable compared with
a negative changein 2012.

INVESTMENTACTIVITIES
The Group'sinvestmentsincreased during theyear
and amounted to SEK 3,642 (2,375) million, of which

cash investments amounted to SEK 3,799 (2,675)
million. Investments affecting cash flowamounted
to SEK 3,797 (2,672) millionin the parent entity and
SEK 2 m (3) in Svenska Kraftnat Gasturbiner AB.

FINANCING ACTIVITIES
The Group's interest-bearing liabilities increased
by SEK 1,920 million compared with a fall in 2012
of SEK 996 million, as subsidiary SwePol Link
reduced interest-bearing liabilities by SEK 719
million. Net borrowings increased mainly due to
higher investments combined with a lower inflow
of capacity fees. Other long-term liabilities
increased by SEK 750(1,514) million, primarily due
to increased deposition of resultant capacity fees
andexternalinvestmentgrants. SEK 618 (378) million
was distributed to the State.

Cash flow amounted to SEK -50 million, com-
pared with SEK -523 million in 2012.

CHANGE IN EQUITY - THE GROUP (MSEK)

Retained profit/
capital Other lossincl. profit
State capital restricted capital for theyear Total equity
OPENING BALANCE2012 600 3574 3880 8054
Dividend - - -378 -378
Currency translation - - -1 -1
adjustment
Offset restricted/non- 29 -29 1]
restricted capital
Netincome - - 950 950
CLOSING BALANCE 2012 600 3603 4422 8625
OPENING BALANCE 2013 600 3603 4422 8625
Dividend - - -618 -618
Currency translation - - -8 -8
adjustment
Offset restricted/non- 23 -23 0
restricted capital
Netincome - - 850 850
CLOSING BALANCE 2013 600 3626 4623 8 849

Group equityamounted to SEK 8,849 (8,625) million, of which restricted equity amounted to SEK 4,226 (4,203)
million. The appropriation of profits proposed in the Annual Report 2012 was adopted by the Government.
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INCOME STATEMENT - PARENT ENTITY (MSEK)

OPERATING REVENUE NOTE JAN-DEC 2013 JAN-DEC 2012
- Revenue from electricity transmission 1 4397 4549
- Revenue from balance and frequency regulation 4978 4302
- Revenue from power reserve 138 153
- Government grants for electricity contingency 2 202 201
- Other external revenue & 276 264
NET REVENUE 9991 9469
Capitalized own work 4 110 96
Other operating revenue 17 12
TOTAL OPERATING REVENUE 10118 9577
OPERATING EXPENSES

STAFF COSTS ) -432 -381
- Cost for electricity transmission 6 -1806 -2061
- Cost for balance and frequency regulation -5202 -4 342
- POWER RESERVE -138 -156
- Disturbance reserve -131 -126
- Operation and maintenance expenses -395 -417
-Other external expenses 7 -485 -467
VARIOUS EXTERNAL EXPENSES -8157 7569
Depreciation and write down of tangible

andintangible assets 13,14 -649 -607
Other operating expenses -68 -34
TOTAL OPERATING EXPENSES -9 306 -8591
OPERATING INCOME 812 986
INCOME FROM FINANCIAL INVESTMENTS

Income from securities and receivables that are fixed

assets 9 36 21
Otherinterestincome and similaritems 10 1 1
Interest expenses and similar items 11 4 -57
INCOME AFTER FINANCIAL ITEMS 853 951
INCOMEFORTHE YEAR 853 951

PARENT COMPANY PARENT ENTITY SVENSKA KRAFTNAT

Operating revenue amounted to SEK 10,118
(9,577) million, of which SEK 13 (17) million
related to sales to Group companies. Profit after
financial items was SEK 853 (951) million.
The parent entity’sinvestmentsin tangible
and intangible assets amounted to SEK 3,640
(2,879) million. Liquid assets on 31 December
2013 amounted to SEK 150 million (140). The
parent entity financesits operations with equity

andloans from the Debt Office. Borrowings at
year-end were SEK 3,775 (1,854) million and
equity to SEK 8,638 (8,403) million.

In 2013, the parent entity received co-
funding of a number of investment projects
and used resulting capacity fees to finance
investments that are designed to enhance or
maintain the transmission capacity of elec-
tricity in the national grid.
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BALANCE SHEET - PARENT ENTITY (MSEK)

72

ASSETS
FIXED ASSETS NOTE 31-12-2013 31-12-2012
INTANGIBLE FIXED ASSETS 13
Capitalized expenditure on computer programs 1Y) 96
Land rights 55 56
Rights of use 23 28
Constructionin progress 183 126
328 306
TANGIBLE FIXED ASSETS 14
Buildings and land 407 370
Machines and inventories 9582 9454
Constructionin progress 6327 3546
16316 13370
FINANCIAL FIXED ASSETS
Sharesin Group companies 15 9 12
Receivables from Group companies 17 66 88
Sharesin associated companies 16 65 47
140 147
TOTAL FIXED ASSETS 16784 13823
CURRENT ASSETS
INVENTORIES
Inventoriesin raw materials = 2
CURRENT RECEIVABLES
Accounts receivable 561 638
Receivables from Group companies 21 22
Receivables from associated companies 11 29
Other receivables 18 135 31
Settlement with the Government 19 64 3
Prepaid expenses and accrued income 20 1.3} 947
1461 1670
CURRENT INVESTMENTS
Cash and bank balances 150 140
TOTAL ASSETS 18395 15635
CONTINGENT ASSETS 27
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BALANCE SHEET - PARENT ENTITY (MSEK)

EQUITY AND LIABILITIES

73

EQUITY NOTE 31-12-2013 31-12-2012
RESTRICTED EQUITY
State capital 600 600
Other restricted equity 3314 3314
3914 3914
NON RESTRICTED EQUITY
Retained profit/loss 3871 3538
Netincome 853 951
4724 4489
TOTAL EQUITY 8638 8403
PROVISIONS
Provisions for pensions and similar obligations 23 681 633
TOTAL PROVISIONS 681 633
LONG-TERM LIABILITIES
Interest bearing long-term liabilities 21 3775 1854
Noninterest bearing long-term liabilities 22 3870 3278
7 645 5132
CURRENT LIABILITIES
Accounts payable 759 623
Liabilities to Group companies 8 8
Other liabilities 25 43 29
Accrued expenses and deferred income 26 621 807
1431 1467
TOTAL LIABILITIES 9076 6599
TOTAL EQUITY AND LIABILITIES 18 395 15635
PLEDGED ASSETS NONE NONE
CONTINGENT LIABILITIES 27,28
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CASH FLOW STATEMENT - PARENT ENTITY (MSEK)

OPERATING

JAN-DEC 2013

Operating profit before depreciation 1448

Financialincome and expenses
Dividends received

CASH FLOW BEFORE CHANGES IN WORKING CAPITAL
AND INVESTMENTS

Changesininventories
Changesin current receivables
Changes in current liabilities
CASH FLOW BEFORE INVESTMENTS

INVESTMENTS

JAN - DEC 2012
1554

-26

18

Changesin long-term receivables
Changesin other financial assets
Investmentinintangible assets
Investmentsin tangible assets
Investmentsin financial assets
Sales of plants

Netinvestmentin operations
CASHFLOW AFTER INVESTMENTS

FINANCING
Changeininterest-bearing loans
Changesin other long-term liabilities
Dividends paid

Financing

LIQUIDITY CHANGES
Liquid assets including currentinvestments at beginning of year
Ditto at end of period

Changeinliquid assets

CHANGES IN EQUITY - PARENT ENTITY (MSEK)

Other restricted
State capital capital

OPENING BALANCE 2012
Dividend

Netincome

CLOSING BALANCE 2012

OPENING BALANCE 2013
Dividend

Netincome

CLOSING BALANCE 2013

Retained profit /
lossincl. profit

33
-40
-3139

capital
Total equity

7830
-378
951
8403

8403
-618
853

Of which restricted equity amounted to SEK 3,914 (3,914) million. The dividend paid is reported against the

income title below:

INCOME TITLE, SEK (THOUSAND) AMOUNT TO SUPPLY

2116 parent entity’s supplied dividend
and receipt of the equivalent of State tax
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SUPPLIED AMOUNT

618000

ADDITIONAL INFORMATION

AND NOTES

ACCOUNTING AND
VALUATION PRINCIPLES

BASIS FOR PREPARING THE REPORTS
Svenska kraftnat's accounts comply with Ordi-
nance (2000:606) on public authority book-
keeping and the Swedish National Finance
Management Authority’s requlations and general
advice. The Ordinance corresponds with the
Bookkeeping Act but is adapted to the special
preconditions 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 the Swedish National Finance Management
Authority’s regulations and general advice.
Part of Svenska kraftnat's operations - contin-
gency planning - is financed via Government
grants. For this particular activity, the provi-
sions of Ordinance (1996:1189) on grants also
applies, which among other things regulates
the principles for grant settlement and how
non-utilised funds may be retained between
different budget years.
Theformatforthebalance sheetandincome
statement have been adjusted during the year
to conformwith applicable regulations for public
utilities and enterprises under Regulation
(2000:605) onannual accountsand budget. Com-
parative figures forpreviousyears are adjusted.

PRECONDITIONS FOR THE DRAFTING OF THE
GROUP'S FINANCIAL REPORTS

The parent company’s functional currency for
reportingis Swedish kronorforboth the parent
company and the Group. All amounts that are
given are rounded off to the nearest million
kronor unless otherwise indicated. Items
related to income statements refer to the
period 1 January-31December. Itemsrelated

tobalance sheetsreferto 31 December. Figures
within bracketsapplytothe previousyear’'svalues.

GROUP ACCOUNTING PRINCIPLES

THE EXTENT OF THE GROUP
Svenska kraftndtcomprisesthe parentcompany,
the Svenska kraftnat public utility, along with
onesubsidiaryand sixassociated companies. The
parent company is a Swedish state-owned public
utility that has its head office in Sundbyberg.
The Groupis under the controlling influence of
the Swedish government.

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

CONSOLIDATION PRINCIPLES
The consolidated accounts are drawn up in
accordance with the acquisition method, which
means briefly that the acquisition cost for the
sharesinthe subsidiaryare eliminated against
the equity that existsinthe subsidiaryatthetime
of the acquisition. The recommendations of the
Swedish Financial Accounting Standards Council
concerning consolidated accounts are applied.
Minority participationsin the net profitand
equity in part-owned subsidiaries are pre-
sented separately in the calculation of the
Group’s net profit and equity. Internal profits
withinthe Group are eliminatedin their entirety.
Associated companies are reported in
accordance with the equity method. This means
thatthe bookvalue of sharesand participations
in associated companies in the consolidated
accounts is valued at the Group’s share of the
associated companies’ equity. Svenska kraftnat’s
share of the associated companies’ profit is
therebyincluded in the Group’s profit and div-
idend distributed. The share isincluded in the
profit brought forward.
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UNTAXED RESERVES/APPROPRIATIONS

In preparing the consolidated accounts,
untaxed reserves and appropriations in the
subsidiary, deferred tax and restricted equity
are divided. The deferred tax liability is calcu-
lated at the current tax rate.

REVENUE ACCOUNTING

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

Network revenue
Network revenue consists of both capacity
charges and usage fees. Capacity charges are
fixed annual charges for subscriptions thatare
reported as income linearly throughout the
period that the charge is meant to cover, while
usage fees are reported as income in connec-
tion with the use of Svenska kraftnat’s services.
Transit compensation, which is regulated
financially among the European national grid
companies throughthe ENTSO-E model, influ-
ences the financial outcome.

System operator revenue for electricity
Revenue consists primarily of sold balance
power. If customers collectively purchased
balance power during the settlement period
thenthisisreportedasbalance powerrevenue
for Svenska kraftnat. If the customers instead
collectively sold balance powerthisisreported
as a balance power cost.

Other income consists of sold natural gas,
the use of the IT system Ediel and revenue to
cover the cost of the power reserve.

Revenues from capacity charges
Revenues from capacity charges refer to com-
pensation resulting from capacity charges to
cover this year's costs for counter trading and
revenues from capitalized capacity charges.
Revenue from the capitalized capacity charges
is deducted with the same frequency as the
depreciation of theinvestment projectsthatthe
capacity charges have made contributions to.
How resultant capacity charges may be regu-
lated is in the European Parliament and Coun-
cil's Regulation (EC) 714/2009.

Other operating revenue is recognized as
revenue when the service is provided.

SEGMENT ACCOUNTING OR BUSINESS SEGMENTS
The Svenska kraftndt Group's primary seg-
ments are business segments. The Group's
operationsin 2013 are dividedintosixbusiness
segments. Abusiness segmentis a unitidenti-
fiable within Svenska kraftnat's accounts that
isdistinguished from other business segments
on the basis of the risks and opportunities
involvedin each assignment.

INTEREST INCOME

Interestincome is reported concurrently as it
isaccrued. Itis accountedin the income state-
mentinthe periodin which it arises.

INTEREST EXPENSES

Interest expenses consist of interest and other
expenses that arise when borrowing capital.
Interest expensesare reportedinthe period to
whichtheyrelate. Interestexpensesduringthe
construction period are activated with the con-
struction of capital assetsin excess of SEK 100
million.

RECEIVABLES AND LIABILITIES

Assets and liabilities have been valued at the
acquisition value unless specified otherwise.
Unsecuredliabilitiesare entered afterindividual
assessment at the amount that is estimated
will be paid.

RECEIVABLES AND LIABILITIES IN FOREIGN
CURRENCY

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

INVENTORIES

The inventory in the Group consists of natural
gas and fuel for operating gas turbines. The
inventory has been valued at the lowest of the
acquisition value and the real value.

LIQUID FUNDS
Liquid funds comprise of bank balances.

DERIVATIVE INSTRUMENTS

The parent entity uses derivative instruments
tosecure financial risks, primarily risks asso-
ciated with the electricity price and currency
exposure.
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REPORTING OF LEASING AGREEMENTS
Allleasing agreements are reported as oper-
ational leases. They are written-off linearly.
There are no financialleasing agreements.

TANGIBLE FIXED ASSETS
Tangible fixed assets are reported at their
gross acquisition value with a deduction made
foraccumulated depreciationand write-downs.
Investmentsareregardedasbeing constituted
by new constructionaswellas conversionsand
extensions 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 maintenance
are works that are required in order for it to be
possible for a facility to be used in the original
wayintended, butwhich donotenhanceits per-
formance or significantly extend its lifetime.
Interest expenses during the construction
period are activated with the construction of
facilities in excess of SEK 100 million.

INTANGIBLE FIXED ASSETS

Expenditure for land rights, rights of use in
fibre-optic connections, licences, construction
in progress and development expenses for
computer programs are carried forward and
written offlinearly over the duration of use. All
intangible fixed assets have a limited period of
use.Landrightsarewritten offaccordingtothe
assessed period of use, which for a cable con-
cessionis usually 40years.

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. The public utility's newly
acquired settlement systemisjudged to have a
period of use of ten years. The assessment is
basedonthedevelopment period, its complexity
and the difficulty to replace it.

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

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

ANNUAL DEPRECIATION RATES (%)

Transmission lines, excluding sub- 2.5
marine cables and associated lines

Submarine cables and associated 3.3
lines

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

A provision is reported in the balance sheet
when there is a legal or informal undertaking
asaconsequenceofaneventthathasoccurred,and
whereitislikely that an outflow of resourcesis
required to settle the undertaking and that the
amount can be estimated in a reliable way.

TAXES

Svenska kraftndt's subsidiaries are obliged to
pay income tax for limited liability companies,
whereas Svenska kraftnat as a state utility and
part of the Swedish state is free from income
tax, which meansthat the utilityis notataxsub-
ject. Deferred tax for differences between the
reportedand fiscal resultis notreported by the
parent entity and the Svenska kraftnat Group,
with the exception of untaxed reserves in the
Swedish subsidiaries. Deferred tax receivables
arereportedto the extent that sufficient taxable
surplus is deemed likely to be available within
the foreseeable future.

PENSION COMMITMENTS
Since 2003 apensionagreement, PA-03, applies
for state employees born in 1943 or later. For
employees born in 1942 or earlier PA-91
applies. The size of the pension provisionis cal-
culated by the National Government Employee
Pensions Board (SPV). PA-03 includes old-age
pension, survivors' pensionand disability pension.
PA-03includes the contribution pensions -
individual old-age pensionand supplementary
old-age pension, Képan. Premiums are paid for
these. Defined-benefit pensions are also
included - old-age pensiononincomesover 7.5
basic income and old-age pension in accord-
ance with transitional rules for employees
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»SVENSKA KRAFTNAT
PLANS ON INVESTING
SEK 55-60 BILLION

UNTIL 2025 «
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born between 1943 and 1972. These commit-
mentsarereportedunder Provision for pensions.

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

About 3% of the employeeswere not updated,
which means that their pension provision has
been calculated at a standard rate. Updating
means that SPVcarriesoutanoverall review of
all the positions a state employee has held, in
both the publicand private sectors. Ifthereare
gaps in the period of employment the pension
provisionis entered at a standard rate. Among
otherthings, this means that SPVassumesthat
the employee has been in state employment
fromthe age of 28, and that the provisionis cal-
culated with a factor of 0.95. This means that
the actual provision might be less or more.
Svenska kraftndtdoes not consider the pension
provisiontobetoolowandhaschosentoreport
the pension provision calculated by SPV.

The pensionliability reportedis constituted
by the technically calculated assumptions that
Svenska kraftnat is responsible for according
to the PA-91 and PA-03 pension agreements.
The pension provision is calculated in accord-
ance with the basis that the board of SPV has
laiddown.Whendetermining it, eitherthe 2013
or 2014 rate could be used in calculating the
2013 pension liability. The difference between
themis, briefly, that the 2014 basis for calcula-
tionis based onahigheryield assumption (.5%
instead of .4%). Svenska kraftnat reports the
liability according to the 2014 basis. The part of
the changein pension provision thatis a result
of the change to the 2014 calculation basis is
reported as aninterest expense.

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

INVESTMENT GRANTS

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

CAPACITY CHARGES

Inaccordance with the European Parliament’s
and the Council's Ordinance (EU) no. 714/2009
on conditions for access to the network for
cross-border trade, capacity charges received
are recorded on an on-going basis in the bal-
ance sheet as current liabilities and booked
primarily against counter trading costs during
the financial year. Retained capacity charges
arereclassified aslong-termliabilitiesand can
be utilized forinvestmentgrants/co-financing for
investmentsthat maintain orincrease the capac-
ity to transmit electricity on the national grid.

RESEARCH AND DEVELOPMENT EXPENSES
Development work is an integrated aspect of
the operation and refers to measures for long-
termimprovements that are written off contin-
uously during the year. Svenska kraftnat con-
ductsresearchanddevelopmentworkwith the
aim of increasing reliability, effectiveness and
environmental adaptation of the network and
system operations. No expenses are therefore
capitalised for development.

CASHFLOW STATEMENT

The cash flow statementisdrawn upinaccord-
ance with the indirect method. The cash flow
reported comprises transactions that entail
receipts and payments. This means that dis-
crepancies can occur compared with changes
inindividualitemsin the balance sheet.

BORROWING
Borrowingis reported atanominal amount.

SHARES AND PARTICIPATIONS IN GROUP
COMPANIES

Shares and participations in Group companies
are reported at acquisition value with deduc-
tions 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 opera-
tions is the Energy Market Inspectorate.
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NOTE 1. REVENUE FROM ELECTRICITY TRANSMISSION

NOTE 3. OTHER EXTERNAL REVENUE

THE GROUP PARENTENTITY
MSEK 2013 2012 2013 2012
Power revenue 2350 2445 2360 2245
Energyrevenue 1870 2145 1870 2145
Transit revenue 167 159 167 159
TOTAL 4387 4749 4397 4549

SEK 210 million is included in 2012 pertaining
SwePol Link’s external revenues which are no
longer reported as a separateitem.

NOTE 2. GOVERNMENT GRANT FOR ELECTRICITY CONTINGENCY PLANNING

GRANT ACCOUNTS FOR THE PARENT ENTITY:

Allocation for
Constituent theyearas Total Closing
transmis- perletterof disposable transmission

GRANT sion amount governance funds Expenses amount
EXPENSE AREA 21 ENERGY
1:10 Electricity contingency
Grantitem 1, Electricity 83203 255000 338203 -201674 136528
contingency
TOTAL 83203 255000 338203 -201674 136528

The deviation of more than 10 percent from this

year's allocationis due, among other things, to:

> Planned projects have been pushed back to 2014

> Security-enhancing measures have not been
able to be implemented to the planned extent

TERMS OF THEGRANT ACCORDING TO THE
APPROPRIATION (MSEK)

> Power reserve installations could not be imple-
mented to the planned extent

> Island operations measures could not beimple-
mented to the planned extent

HIGHEST AMOUNT OUTCOME

Administrative costsin operations

During the year SEK 202 (201) million funds have
been spent and used mainly for compensation of
contingency reserves SEK 65 million, exercises
and training SEK 15 million, the introduction of
Rakelinthe power supply SEK 9 million, measures
for island operation SEK 11 million, security
measures SEK 16 million, dam safety SEK 10 million,
management/administration SEK 15 million,
installationof areserve plant SEK8 million, devel-

24 15

opment, operation and maintenance of reporting
and location tracking system Susie SEK 7 million,
completion of strategic readiness materiel, and
operation and maintenance of contingency sup-
plies SEK 36 million. SEK 106 million of the funds
spentduring the year have been passed on. Grants
alsohaveaframeworkforauthorization, suchascivil
legally binding commitments which entail future
spending. These are shownin the table below.

EXPENSE AREA Allocated frame- Opening Outstand- Distribution per year
21 - ENERGY work for outstand- under- ingunder-
1:11 Electricity ing undertakings takings takings
contingency
2014 2015 2016-
Grantitem 1, 300000 283059 252730 129 648 72918 50 164*
Electricity
contingency

* 0f which SEK 3,150 thousand relates to 2017
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THE GROUP PARENTENTITY
MSEK 2013 2012 2013 2012
Revenue from activated capacity charges 99 55 99 55
Revenue from capacity charges
(counter trading) 22 26 22 26
Revenue from activated investment grants 15 3 15 3
Telecommunications revenue 69 56 69 56
System revenue - natural gas 31 50 31 50
Revenue from chargeable activities 13 11 13 11
EDIEL-revenue 6 7 6 7
Other revenue 25 59 21 56
TOTAL 280 267 276 264
NOTE 4. CAPITALIZED WORK FOR OWN ACCOUNT
THE GROUP AND
PARENT ENTITY (MSEK) 2013 2012 Thisitem concernsstaff costs for Svenskakraftnat's
Construction work in progress 89 79 own personnel that are capitalised against invest-

ment projects. Investment projects refer to both
Capitalized development of 21 17 construction work in progress and capitalised IT
computer programs development projects.

TOTAL 110 96

NOTE5. STAFF COSTS

The Group's staff costs amounted to SEK 432 (382) The distribution between men and women is
million, of which payroll costs amounted to SEK shown below. In Poland up until October 2012,
255 (227) million. In addition, pension costs there was aman and awoman employed.
amounted to SEK59 (53) millionand social security

contributions SEK 95 (83) million. EMPLOYEES THEGROUP PARENTENTITY

The parent entity's staff costsamounted to SEK
432 (381) million, of which salaries amounted to
SEK 225 (225) million. In addition, pension costs
amountedto SEK59 (53) million and social security
costs SEK 95 (83) million. Men 314 295 314 294

The numberof employeesinthe Groupwas461

No. 2013 2012 2013 2012

Women 167 149 167 148

(422), of whom 461 (420) were in the parent entity TOTAL 481 444 481 442
and - (2) in Poland in the SwePol Link Group

On 31 December, the Group had 478 (449) per- THE BOARD, NO. 2013 2012
manent employees, of which 478 (449) were in the W

X omen 2 3

parent entity. The average number of employees
during the year was 481 (444) of whom 481 (442) Men 7 6
wereinthe parententityand - (2)in Polandin SwePol
Link Group. TOTAL 9 9
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The Director General's salary amounted to SEK 1.3 (1.3) million and pension costs amounted to SEK 0.9
(0.6) million, according to estimates from the National Pensions Board. The Deputy Director General's

salary amounted to SEK 1.2 (1.1) million and pension costs SEK 1.5 (0.8) million.

Remuneration (in SEK) to the Board etc. is shown in the table below.

ASSIGNMENTS AS BOARD BOARD

OR COUNCIL MEMBER MEMBER IN
APPOIN- INOTHERGOVERNMENT LIMITED
BOARD MEMBER POSITION BORN TED AUTHORITIES COMPANY SALARY
Bo K3allstrand Chair. County 1949 2009 Sjunde AP-fonden, The 83004
Governorin Vaster- National Government Employee
norrlands County Pensions Board
Anna-Stina Vice Chair. Advisor ~ 1956 2004 Sveaskog AB 69000
Nordmark-Nilsson 2andconsultant (publ), Sveaskog
in own company, Férvaltnings
Regina AB. AB, Softronic AB
(publ), Dedicare
AB (publ)
Mikael Odenberg Director General 1953 2008 Member of the Swedish Agency -
for Government Employers,
Total Defence's executive group
and the Government's Emer-
gency Management Committee
and Coordination Council for
Smart Grids
Christer CEO and partner, 1954 2001 14001
Samuelsson? Trinovo Sensa AB
Karin Stierna Municipal Commis- 1970 2007 56 004
sioner, Strémsund
municipality
Bjorn Carlsson CEO Ackkarrs 1952 2010 56004
Bruk. Consultantin
Investment Banking
Bo Normark 1947 2010 Vice Chair of the Coordination 56004
Council for the smart grid,
member of the Energy Deve-
lopment Board at the Swedish
EnergyAgency
Bo Netz Director General, 1962 2013 Swedish Arts Council ABTravoch 30764
Sida Galopp
Oskar Engblom SACO Staff 1981 2013
representative
Stefan Ekberg ST Staff 1956 2012
representative
TOTAL 364781
2 Christer Samuelsson resigned from the Board in 2013.
According to the authority's instruction, Svenska ELECTRICITY
kraftndt must have a council that hasinsightinto the CONTINGENCY
contingency planning operation for electricityanda PLANNING COUNCIL REMUNERATION
councilto assist the public utility inits work on dam Kai Barwéll 2925
safety issues. The members of the Contingency L H K 2925
Planning Council are appointed by the Government, enaHovmar
while the Director Generalappoints the membersto Lars Joelsson 2925
the Dam Safetleounc11. . Daniel Jonsson 1950
Remuneration to members of Electricity Con-
tingency Planning Council in 2013 amounted to Rémy Kolessar 2925
(SEK): Ove Landberg 2925
Jan Mortberg 2925
Cecilia Nystrom 2925
Anders Richert 1950
Mikael Toll 2925
TOTAL 27300
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In 2013 remuneration for the members of the Dam
Safety Councilamounted to (SEK):

In2013remuneration for the members of the Telecom-
munications Interference Board amountedto (SEK):

DAMSAFETY COUNCIL REMUNERATION TELESTORNINGSNAMNDEN REMUNERATION
Henrik Lov 36000 Alf Andersson 32000
SEK 39,800 has been paid of the above amount in 2014.
NOTE 6. COSTS FOR THE TRANSMISSION OF ELECTRICITY

THE GROUP PARENTENTITY
MSEK 2013 2012 2013 2012
Purchase of loss electricity 1200 1514 1200 1486
Energy crediting 502 520 502 520
Transit costs 104 55 104 55
TOTAL 1806 2089 1806 2061
NOTE 7. OTHER EXTERNAL EXPENSES

THE GROUP PARENTENTITY
MSEK 2013 2012 2013 2012
Counter trading for the grid 22 26 22 26
R and D measures 20 20 20 20
Electricity contingency measures 162 158 186 182
Natural gas, purchase and operational 28 45 28 45
expenses
Other external expenses 237 221 229 194
TOTAL 469 470 485 467
NOTE 8. SHARE OF INCOME FROM ASSOCIATED COMPANIES
THE GROUP (MSEK) 2013 2012
Nord Pool Spot AS 16 21
STRIAB 2 1
Kraftdragarna AB 1 1
Other 0 0
TOTAL 19 23
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NOTE 9. INCOME FROM OTHER SECURITIES AND
RECEIVABLES THAT ARE FIXED ASSETS

THE GROUP PARENTENTITY
MSEK 2012 2013 2012
Income from liquidation of subsidiaries 0 30

Dividends on shares and participationsin
associated companies

Interestincome onlong-term receivables
in subsidiaries

»NET INCOME FOR THE
YEAR AMOUNTED TO

THE GROUP PARENTENTITY

SEK 850 MILLION «

Interestincome from bank deposits 1 0
Otherinterestincome 1 1

TOTAL 2 1

Sharesinthe profit of associated companies are presentedin a separate note. Dividends and profitsin
conjunction with sales of shares/ participations in associated companies are presented under note 9.

NOTE 11. INTEREST EXPENSES AND SIMILAR EXPENSE ITEMS

THE GROUP PARENTENTITY
MSEK 2012 2013 2012

Interest expenses, pension 58 5

Interest expenses, long-termloans 13
Interest expenses, National Debt Office

Interest expenses, current liabilities

Interest expenses, currency futures

Capitalized interest construction

Exchange rate differences

TOTAL

NOTE 12. TAXON INCOME FOR THE YEAR

THE GROUP (MSEK) 2013 2012
Since the majority of the Group's income before

Current tax taxis earnedin the parent entity, which is exempt
from income tax, no report is made of the rela-
- tionship between the tax expense and reported
TOTAL income before tax of the Group.

Deferred tax
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NOTE 13. INTANGIBLE FIXED ASSETS

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.

Capitalized
THE GROUP AND expenditure Rights Construction
PARENTENTITY for computer of use for workin
(MSEK) programs Land rights fibre optics progress Total
Opening acquisition value 220 178 82 126 606
Acquisition 1 - - 59 60
Sales/disposal -18 - - - -18
Reclassifications - 2 - -2 0
CLOSING ACCUMULATED
ACQUISITION VALUE 203 180 82 183 648
Depreciation brought forward 124 122 54 - 300
Sales/disposal -15 - - - -15
Depreciation of the year 27 3 5 - 35
ACCUMULATED DEPRECIA-
TION CARRIED FORWARD 136 125 59 - 320
PLANNED RESIDUAL VALUE
CARRIED FORWARD 67 55 23 183 328
Depreciation last fiscal year 32 3 7 - 42
NOTE 14. TANGIBLE FIXED ASSETS

Buildings Machinery and other Construction
THE GROUP (MSEK) and land technical facilities workin progress Total
Opening acquisition value 706 20593 3546 24845
Acquisitions 0 1 3581 3582
Sales/disposal -13 -105 - -118
Reclassifications 62 737 -798 1
CLOSING ACCUMULATED
ACQUISITION VALUE CARRIED
FORWARD 755 21226 6329 28310
Depreciation brought forward 323 10954 - 11277
Sales/disposal -5 -93 - -98
Depreciation for the year 18 615 - 633
ACCUMULATED DEPRECIATION
CARRIED FORWARD 336 11476 - 11812
PLANNED RESIDUAL VALUE
CARRIED FORWARD 419 9750 6329 16 498
Depreciation last fiscal year 35 639 - 674
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Construc-

Buildings Machinery and other tionworkin
PARENTENTITY (MSEK) and land technical facilities progress Total
Opening acquisition value 687 19 369 3546 23602
Acquisitions - 1 3579 3580
Sales/disposal -13 -105 - -118
Reclassifications 62 736 -798 0
CLOSING ACCUMULATED
ACQUISITION VALUE CARRIED 736 20001 6327 27064
FORWARD
Depreciation brought forward 317 9915 - 10232
Sales/disposal -6 -92 - -98
Depreciation for the year 18 596 - 614
ACCUMULATED DEPRECIATION
CARRIED FORWARD 329 10419 - 10748
PLANNED RESIDUAL VALUE
CARRIED FORWARD 407 9582 6327 16316
Depreciation last fiscal year 19 546 - 565

The item Machinery and other technical facilities includes switchyard equipment, power cables, sub-
marine cables, control equipment, fibre optic installations as well as telecommunications and infor-
mation systems. Disposalsarise primarilyin connection with the commissioning of facilities after rein-
vestments. The tax value for properties in the Group amounted to SEK 60 (297) million.

NOTE 15. SHARES AND PARTICIPATIONS IN GROUP COMPANIES

CORPORATE NOMINAL BOOK
COMPANY NUMBER DOMICILE SHARE (%) QTy. VALUE VALUE
Svenska Kraftnat 556451-0260 Stockholm 100 900 9 9
Gasturbiner AB
TOTAL 9 9

NOTE 16. SHARES AND PARTICIPATIONS IN ASSOCIATED COMPANIES

CORPORATE

COMPANY NUMBER DOMICILE SHARE (%) QTy. GROUP  PARENTENTITY
Nord Pool SpotAS NO 984058098 Lysaker 28.20 4320 68 42
STRIAB 556314-8211 Ludvika 25 375 18 4
KraftdragarnaAB 556518-0915 Visterds 50 5000 16 1
Elforsk AB 556455-5984 Stockholm 25 750 1 0
Triangelbolaget

D4 AB 556007-9799 Stockholm 25 525 0 0
eSett Oy 2582499-7 Helsinki 33.33 1250 18 18
SUMMA 121 65

Anskaffningsvardet ar lika med bokfdrt varde i affarsverket.
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NOTE 17. RECEIVABLES FROM GROUP COMPANIES NOTE 20. PREPAID EXPENSES AND ACCRUED INCOME
GROUP PARENTENTITY GROUP PARENTENTITY
MSEK 2013 2012 2013 2012 MSEK 2013 2012 2013 2012
Loans from subsidiaries! - - 66 88 Pre-paid local costs 8 8 8 8
TOTAL 0 0 66 88 Pre-paid costs, other 16 15 16 15
1Refers to loans with conditional repayment obligations. During the year, repayments of SEK 22 Accruedrevenue, electricity 245 335 245 335
million have been made, equivalent to repayment in two years. transmission
Accrued revenue, System operator 396 579 396 579
electricity
Accrued revenue, chargeable activities 3 3 3 3
NOTE 18. OTHER RECEIVABLES
Accrued revenue, natural gas - 4 - 4
GROUP PARENT ENTITY Accrued revenue, other 1 3 1 3
MSEK 2013 2012 2013 2012 TOTAL 669 947 669 947
VAT receivable 124 29 124 27
Other current receivables 1 3 1 4 NOTE 21. LONG-TERM INTEREST BEARING ACTIVITIES
TOTAL 135 32 135 31
THE GROUP AND PARENT ENTITY
MSEK 2013 2012
Opening balance 1854 2131
NOTE 19. DEDUCTION PUBLIC UTILITY
New loans during the year 5711 5348
The receivable carried forward of SEK 64 (3) million consists of the difference between withdrawn/
deposited funds from the public utility’s overdraft facility and deducted expenses/deposited income Repayments for the year -3790 -5625
against the Government budget DEBT TO NATIONAL DEBT OFFICE 3775 1854
PARENTENTITY
MSEK 2013 2012 Approved loan limit amounts to SEK 8 000 million.
Collection
Reportedinincome title -618 -378
Collected funds paid to non-interest bearing flow 618 378
0 0
APPROPRIATIONS IN NON-INTEREST BEARING FLOW
Opening balance (amount receivable +, debts 3 27
Reported against appropriations 202 201
Average attributable to transfers etc. paid
to non-interest-bearing flow -141 -225
CLOSING BALANCE b4 3
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NOTE 22. LONG-TERM NON INTEREST BEARING LIABILITIES

THE GROUP PARENTENTITY
MSEK 2012 2013 2012
Contributions from landowners 346 219 346
Undistributed investment grants 319 382 319
Capitalized investment grants 205 303 205

Settled investment grants -3 -18

Undistributed capacity charges

Capitalized capacity charges TH E EXPANSION
Settled capacity charges >>

Advance payments from fibre optic

e e PROJECT OF

Advance payments from fibre optic Group

L STOCKHOLMS STROM
NOTE 23. PENSION PROVISIONS lNCLUDES INVESTMENTS
OF SEK 5,630 MILLION «

OPENING BALANCE

Pensions paid

Annualindexation of pension liability

Ditto provisions for payroll tax

Adjustment of liability and payroll tax due to

change of calculation method (reduced interest rate
assumptions)

BALANCE CARRIED FORWARD

NOTE 24. DEFERRED TAX LIABILITY

THE GROUP (MSEK)

Deferred tax liability
TOTAL

Deferred tax liabilities are attributable to untaxed reserves.
NOTE 25. OTHER DEBTS

THE GROUP PARENTENTITY
MSEK 2012 2013 2012

Advances from customers 13 14 12

Employee-related liabilities 13 14 13
Derivatives, negative change 3 14
Other current liabilities 2 1

TOTAL 31 43
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NOTE 26. ACCRUED EXPENSES/PREPAID INCOME

THE GROUP PARENTENTITY
MSEK 2013 2012 2013 2012
Accrued expense, balance/system
operators 304 486 304 486
Accrued expense, balance regulation 66 35 66 35
Accrued expense, power reserve 25 27 25 27
Accrued expense, energy compensation 49 53 49 53
Accrued expense, transmission losses 0 0 0 0
Accrued expense, disturbance reserve 7 6 7 6
Accrued expense transit compensation 50 67 50 67
Accrued holiday pay expense 11 12 11 12
Accrued payroll costs 6 10 6 10
Accruedleases on fixed assets - 15 - 15
Accrued maintenance expenses 34 19 34 19
Accrued contingency expenses 7 12 12 14
Accrued expense, natural gas - 3 - 3
Accrued expenses, investment 41 31 41 31
Accrued expenses, other 22 26 15 23
Prepaid telecommunications revenue 1 6 1 6
Prepaidincome, other - 0 - 0
TOTAL 623 808 621 807

NOTE 27. CONTINGENT LIABILITIES AND COMMITMENTS

Svenska kraftnat, together with the Finnish national
grid company Fingrid Oyj has claimed damages of
over SEK70 million onaccountof damage to Fenno-
Skan2.Thedefendantdeniesthe claimandsettlement
actions have been completed without success.
Svenskakraftnatdecided on 24 May 2010that Sweden
would be divided into four so called registration
areas for trading on the Nordic power exchange.
Varnamo Elndt AB has appealed the decision in a
letter received in May 2011, i.e. one year after the
decision. Svenska kraftnat has rejected the appeal
as it is too late but Varnamo Elnat AB appealed to
the Stockholm Administrative Courtwhich dismissed
the appeal. After a new appeal by Varnamo Elnat
AB, the Administrative Court of Appeal has subse-

quently in a decisionin January 2013 referred the
matter to the Administrative Court, where it now
awaits trial.

Anumber of municipalitiesin Smaland and Oster-
gotland, supported by the Environmental Code,
decided to ban the use of creosote-impregnated
foundations when constructing lines. Svenska
kraftnat’sviewis thatsuchabanhasnolegalbasis
and has appealed to the County Administrative
Boards and after some acceptance of the munici-
palities’ ban from the County Administrative
Boards, tothe Land and Environment Courtin Vaxjo.
The County Administrative Board of Ostergdtland
County has approved the Svenska kraftnat action,
and thereby annulled the municipal ban.
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NOTE 28. FUTURE LEASING COMMITMENTS

Agreed future leasing fees fall due for payment as indicated below. All rental agreements are operational
leasing agreements. The amountsin the case of the parent entity also include commitments to the subsidi-

ary Svenska Kraftnat Gasturbiner AB.

THE GROUP PARENTENTITY
MSEK 2013 2012 2013 2012
Within ayear 276 275 348 347
Later than ayear but within five 651 647 651 791
Later than5years 386 415 386 415
TOTAL 1313 1337 1385 1533
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PROPOSED DISPOSITION

OF PROFITS

The Government'’s share of non-restricted equity
amounts to SEK 4 623 million, of which the profit
fortheyearis SEK850 million. Inaccordance with
the dividend policy it is proposed that SEK 553
million is earmarked for dividend and that the
surplus is carried forward. The parent entity’s
unrestricted equityamounted to SEK 4,724 million,
of which netincome represents SEK 853 million.
The Board suggests thatthe parententity’'sincome

Sundbyberg 19 February 2014

Bo Kallstrand
CHAIR

Mikael Odenberg
DIRECTOR GENERAL

Bo Netz

Karin Stierna

Stefan Ekberg
STAFF REPRESENTATIVE PERSONAL ST

statement and balance sheet as well as the
Group’sincome statement and balance sheet are
adopted for 2012.

We certify that the annual report provides a
correctpicture of the profit/loss of the organisation
and also of expenses, revenues as well as the
authority’s and the Group’s financial position.

Our assessment is that internal governance
and controlin the authority is satisfactory.

Anna-Stina Nordmark-Nilsson
VICE CHAIR

Bjérn Carlsson

Bo Normark

Oscar Engblom
STAFF REPRESENTATIVE SACO
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AUDITOR’S REPORT

AUDITOR’S REPORT

The Swedish National Audit Office has audited
the annual financial report with the consoli-
dated accounts for the Public Utility Svenska
kraftndt and the Svenska kraftndt Group for
2013, dated 19-02-2014.

THE RESPONSIBILITY OF THE AUTHORITY'S
MANAGEMENT FOR THE ANNUAL FINANCIAL
REPORT AND CONSOLIDATED ACCOUNTS

It is the management of the authority that is
responsible for preparing an annual financial
reportthatgivesatrueandfair pictureaccording
tothe AnnualReportsand Budget Documentation
Ordinance (2000:605), aswell asin accordance
withinstructions, appropriationdirections and
other rulings relating to the public utility. The
management of the authorityisalsoresponsible
for the internal management and control that
they deem to be necessary in order to prepare
anannualfinancialreportthatdoes not contain
significanterrors, whether due toirregularities
or deficiencies.

THE AUDITOR’S RESPONSIBILITY
The responsibility of the Swedish National
Audit Office is to express an opinion on the
annual financial report based on its audit. The
Swedish National Audit Office has conducted
the audit in accordance with the International
Standards of Supreme Audit Institutions for
financial auditing. These standards require
that the Swedish National Audit Office com-
plies with professional ethics and also plans
and carries out the audit in order to achieve
reasonable certainty as to whether the annual
financial report contains significant errors.
Anauditentailsusingvarious proceduresto
collect audit evidence relating to amounts and
otherinformationinthe annualfinancialreport,
andwhetherthe management’'sadministration
adheres to applicable regulations and special
decisions. The auditor selects the procedures

thataretobeusedthrough,amongotherthings,
assessing the risks of significant errors in the
annualfinancialreport, whethertheyaredueto
irregularities or deficiencies. When making
this risk assessment, the auditor takes into
consideration those aspects of the internal
management and control that are relevant for
how the authority prepares the annual financial
report in order to give a true and fair picture.
The purpose is to formulate audit procedures
thatare appropriate with respect to the circum-
stances, but not to make a statement about the
effectivenessof the authority'sinternal manage-
mentand control. Anauditalsoincludesan eval-
uation of the appropriatenessoftheaccounting
principles that have been used and of the rea-
sonableness of the management’s estimatesin
thereport,aswellasanevaluation of the overall
presentationin the annual financial report.

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

STATEMENT
Intheviewofthe Swedish National Audit Office,
the annual financial report with the consoli-
dated accounts gives a true and fair picture in
all significant respects of the Public Utility
Svenska kraftndt's and the Svenska kraftnat
Group's financial position as per 31 December
2013 and of its results and financing for the year
in accordance with the Annual Reports and
Budget Documentation Ordinance (2000:605),
instructions, appropriation directions and
otherrulings relating to the public utility.
Henrik S6derhielmis the responsible audi-
tor and has made the decision on this matter.
Maria Salomonsson who was in charge of
the assignment, presented this report.

Henrik Séderhielm Maria Salomonsson
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Bo Kallstrand
CHAIR

Born 1949, appointed 2009.

County.
Chair Sjunde AP-fonden, Board

well as Board member Ebba och

II, Electrical Engineering.

Mikael Odenberg
DIRECTOR GENERAL

Born 1953, appointed 2008.
Swedish Agency for Government

Business Executives Council.

Karin Stierna

Born 1970, appointed 2007.
Municipal Commissioner
Strémsund.

Bo Normark

Born 1947, appointed 2010.
Member of the Board for Energy
Development at the Swedish
Energy Agency and Vice Chair
Coordinating Council for Smart
Grid.

Stefan Ekberg
STAFF REPRESENTATIVEST.

Born 1956, appointed 2012.

County Governor Vasternorrlands

member The National Government
Employee Pensions Board, SPV as

Sven Schwartz foundation. Board
member The Royal Swedish Acad-
emy of Engineering Sciences, Dept.

Former cabinet minister, member of
the Government's Emergency Man-
agement Committee, Coordinating
Council for Smart Grid, member of the

Employers, Total Defence's executive
group, Royal Swedish Academy of War
Sciences, dept. Vand the Royal Swed-
ish Academy of Engineering Sciences
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Anna-Stina

Nordmark-Nilsson
VICE CHAIR

Born 1956, appointed 2004.
Advisor and consultantin own
company, Regina AB, Board mem-
ber Sveaskog AB (publ), Sveaskog
Forvaltnings AB, Softronic AB
(publ) and Dedicare AB (publ).
Chair Svenska handikappidrotts-
férbundet/Sveriges paralympiska
kommitté).

Bo Netz

Born 1962, appointed 2013.
Director General SIDA, Board
member the Swedish Arts Council
and the Board of AB Trav och
Galopp.

Bjorn Carlsson
Born 1952, appointed 2010.

CEO Ackkarrs Bruk and consultant
ininvestment banking.

Oskar Engblom
STAFF REPRESENTATIVE SACO.

Born 1981, appointed 2013.
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DEFINITIONS

KEY DEFINITIONS

RETURN ON ADJUSTED EQUITY

Profit after financial items, minus standard
tax (22 %) in relation to adjusted equity.
Adjusted equity is calculated as the average of
theyear's opening and closing restricted
equity (state capital and restricted reserves)
and 78 % of non-restricted equity.

RETURN ON CAPITAL EMPLOYED

Profit after financial items plusinterest
expense divided by average capital employed.
Average capital employed consists of total
assetsless non-interest-bearingliabilities
including deferred tax, equity.

SOLVENCY

Adjusted shareholders’ equity at year-end
divided by total capital. Adjusted equity is
defined in "Return on adjusted equity.”

OPERATING MARGIN
Operatingincome in relation to operating
revenue.

DEBT RATIO

Interest-bearing net debt divided by adjusted
shareholders’ equity, including minority
interests.

FINANCING RATIO
Cash flow before changes in working capital
and investments divided by netinvestment.

INTEREST COVERAGE RATIO
Netincome plusinterest expense divided by
interest expense.

NET LIABILITIES
Allocation and interest-bearingliabilities
lessinterest bearing assets.

CAPITAL TURNOVER RATE
Turnover divided by average total assets.

INTERNALLY GENERATED FUNDS
Cash flow from operating activities, taken
from the cash flow statement.
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ADDRESSES

Svenska kraftnat, HQ

Box 1200, 172 24 Sundbyberg

Visiting address: Sturegatan 1

Tel: 08-4758000 Fax: 08-47589 50
www.svk.se email: registrator@svk.se
Invoice address: Svenska kraftnat

Box 306, 83023 Hackas

Svenska kraftnat, Halmstad
Southernregion

Box 819,301 18 Halmstad

Visiting address: Kristian IV:svag 3
Tel: 08-4758000
Fax:035-121731,035-1283 65

Svenska kraftnat, Sollefted
Nipan 51, 88152 Sollefted
Tel: 0620-78 76 10 Fax: 0620-121 46

Svenska kraftnat, Sundsvall
Northernregion

Box 603,851 08 Sundsvall
Visitingaddress: Erstagatan 2

Tel: 060-1957 00 Fax: 060-19 5709

Elforsk AB

Olof Palmes gata 31, 101 53 Stockholm
Tel: 08-677 2530 Fax: 08-677 2535
www.elforsk.se

eSett Oy

Bleckslagargatan 21, FIN-00620 Helsinki, Finland

Tel: (+358303955000)

Kraftdragarna AB
Norraseglargatan 15,721 32 Vasterds
Tel:021-17 04 80 Fax: 021-17 04 85
www.kraftdragarna.se

Nord Pool Spot AS, HQ

P.b. 121, NO-1325 Lysaker, Norway

Tel: (+47) 67 10 91 00 Fax: (+47) 67 109101
www.nordpoolspot.com

STRIAB

Box 707,77180 Ludvika

Tel: 0240-79500 Fax: 0240-15029
www.stri.se

Svenska Kraftnat Gasturbiner AB
Box 1200, 172 24 Sundbyberg

Visiting address: Sturegatan 1

Tel: 08-4758000 Fax: 08-47589 50

Triangelbolaget D4 AB

Box 26,237 21 Bjarred
Tel:0706-640419 Fax: 046-29 2811
www.triangelbolaget.se
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PHOTO GRAPHY

Johan Fowelin (landscapes)
Peter Knutson (portraits)
Hakan Flank (portraits)

ILLUSTRATION
Hampus Ericstam
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