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Non-financial highlights

201 2010 2009 2008 2007
Tariffs
Total consumption tariff (electricity) kDVIT/IEo.m per 15.1 14.8 18.1 10.9 17.9
Grid tariff (electricity) valfl'Eo'm per 4.5 3.5 4.5 3.6 17
System tariff (electricity) valf/'f]O'm per 2.9 2.8 2.9 2.2 3.7
PSO tariff (electricity) (average for the year) valf/'E 0.0 per 7.7 8.6 10.6 5.2 12.4
Capacity charge (gas) DKK/kWh/h/yr 10.54 10.54 11.54 8.58 14.0
Volume charge (gas) valfllﬁo.m per 0.122 0.122 ony 0.096 0.148
DKK 0.01 per
Emergency supply charge (gas) kWh 0.580 0.819 0.712 0.607 -
Human resources
No. of occupational injuries, own staff \[/)vec:rmrqgoh%urs 2.2 23 3.5 6.2 3.7
Absence due toillness % 2.1 2.0 23 2.0 2.6
Employee turnover % 9.4 6.8 8.4 1.2 13.9
Market information
Purchases at Nord Pool Spot relative to consumption
(electricity) % 95 85 86 92 96
Sales at Nord Pool Spot relative to consumption 9
(electricity) % 80 96 75 69 83
G | traded at GTF relative to t ted 9
V(;alz\r/;])eume raded a relative to transporte % 91 62 58 57 45
Purchases and sales at Nord Pool Gas % 9 8 2 o o
Security of supply
No. of disconnections in 150/400 kV grid (electricity) per 1,000 km 6 8 6 10 13
Delivery points affected by technical problems (gas) % o o} o] o o
Renewable energy
Wind power production relative to net electricity ®
production % 29 21 20 20 19
Renewable energy production relative to net % 37 34 29 29 58

electricity production

For a definition of key figures and ratios, please see the accounting policies in the consolidated financial statements. Comparative fig-
ures have been restated to reflect changes in accounting policies.

Pursuant to Section 149 of the Danish Financial Statements Act, the annual report of the Group is an extract of the annual report of the
enterprise and does not comprise the annual report of the Parent, Energinet.dk. The annual report of Energinet.dk is presented as a sep-
arate publication. Copies can be ordered at www.energinet.dk.
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Prelace by
Management

The energy of the future is renewable — renewables are rere-
quired to make Denmark independent of fuel imports, ensure
green growth and prevent serious climate change. This vision is
fundamental to the energy policies pursued in Denmark and in
the EU and provides a general framework for Energinet.dk's
activities. Creating a fossil-free society requires a fundamental
transformation of our energy systems —a transformation which
currently dictates Energinet.dk’s tasks and activities.

As TSO, Energinet.dk is responsible for the Danish electricity
and natural gas systems. This is the enterprise’s core activity. On
behalf of society, Energinet.dk maintains a secure energy sup-
ply in both the short and the long term, creates the framework
for well-functioning energy markets and supports the efficient
integration of renewable energy. The end of 2011 also marked
the end of Energinet.dk's 2008-2011 strategy period. Conse-
quently,an important task in 2011 was to formulate a new strat-
egy for the 2012-2015 period, a strategy which will stand strongly
on the shoulders of its predecessor. The new strategy is based on
three basic assumptions:

The energy of the future is green, and Energinet.dk will there-
fore create the foundations for a robust and intelligent trans-
formation of the energy systems.

The transformation will require both national and internation-
al collaboration, and Energinet.dk will therefore focus on the in-
tegrated planning of the energy systems, contribute to increas-
ing the level of proactivity demonstrated by the sector and de-
velop the international infrastructure and markets.

The financial resources are scarce, which the financial crisis and
credit crunch have clearly demonstrated, which in turn empha-
sises the need for Energinet.dk to continue to develop innova-
tive and value-creating solutions. Energinet.dk's ambition is
thus to support the transition of the entire energy sector to
renewable energy, to actively support the functionality of the
value chain and to continuously strengthen efficiency. This am-
bition also dominated the 2011 financial year, which saw a num-
ber of new pieces being added to the jigsaw which is the next-
generation energy system.

Vital infrastructure projects were launched with the two-fold
purpose of increasing the capacity of both the electricity trans-
mission grids and the gas transmission networks as well as
increasing gas storage capacity.

On the island of Bornholm, a huge step was taken on the path
to realising the intelligent energy system of the future with the
kick-off of the EcoGrid EU project. The project is a full-scale
demonstration of a power system in which 50% of the electrici-
ty supplied to consumers is generated from renewables.

The energy system of the future will not only be built for people,
but also by people — by people bursting with energy, unrelenting
commitment and dedication. Some of these people work for En-
erginet.dk, and it is thanks to them that the enterprise can again
look back on a year where security of supply was second to none,
where many stones were turned to improve the enterprise’s effi-
ciency,and where new pieces were laid of the complicated jigsaw
which will in time make up the 100% RE-based energy system.




Energinet.dk —
the enterprise

Energinet.dk is an independent public enterprise owned by the
Danish state as represented by the Danish Ministry of Climate,
Energy and Building. Energinet.dk has its own supervisory board.

Energinet.dk owns and runs the main electricity and gas infra-
structure and is responsible for maintaining security of supply
and well-functioning energy markets in the short and long
term. These tasks are undertaken by the business segments
Power system and Gas system, respectively.

On behalf of society, Energinet.dk is charged with promoting
environmentally friendly energy generation. These tasks are
undertaken by the business segment Promotion of environ-
mentally friendly energy — PSO.

Energinet.dk also owns and operates two commercial enter-
prises. These activities are undertaken by the business segment
Commercial activities.

Framework conditions
The overall framework for Energinet.dk's activities is determined
by the energy policies pursued in the EU and in Denmark.

The EU’s impact on energy policy

In recent years, the EU has taken on a new role in the field of
energy. The member states have decided to strengthen their
cooperation, and this development is leading to greater integra-
tion of the European markets, more binding agreements on
common energy and environmental policies and greater regu-
lation and coordination between member states.

The third liberalisation package resulted in the formation of
bodies of cooperation for the TSOs, ie the enterprises which —
like Energinet.dk —are responsible for the safe operation of the
electricity and/or gas systems and for fulfilling the public ser-
vice obligations. The bodies of cooperation are referred to as
ENTSO-E (electricity) and ENTSOG (gas), respectively. The liberal-
isation package also resulted in the establishment of the Agen-
cy for the Cooperation of Energy Regulators (ACER). The organi-
sations provide new frameworks within which to develop legis-
lation, rules and regulations.

The security policy challenge presented by the fact that the EU
is a major importer of coal, oil and gas has contributed strongly
to the EU stepping up its focus on renewables. Moreover, the
financial crisis has further fuelled European interest in the op-
portunities for green growth in the energy sector.

The EU's strengthened role in terms of energy policy is expect-
ed to continue to support the current direction of Danish ener-
gy policy and will contribute to further expansion of renewable
energy, well-functioning energy markets and the establishment
of a strong energy infrastructure in Europe. In this way, by, a
common European framework is created that supports the
efficient utilisation of energy resources in Europe.

The earthquake in Japan and the subsequent fire at the Fuku-
shima nuclear power station in the spring of 2011 rekindled

nuclear power safety concerns. Until then, nuclear power had
been seen as an important option for reducing CO, emissions
in Europe. However, political support for nuclear power is now
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mission and vision

waning in a number of countries, and the possible decommis-

sioning of the nuclear power stations in Europe over a short Mission

period of time will pose considerable challenges for the power As the entity responsible for the electricity and natural

system as a whole, in turn reinforcing the existing focus on gas systems we own the main energy infrastructure,

integrating more renewable energy sources and on infrastruc- ensure reliable energy supply and create the frame-

tural expansion. At the same time, the demand for gas for pow- work for well-functioning energy markets and the ef-

er generation is expected to rise significantly. These develop- fective integration of renewable energy.

ments highlight the importance of robust energy systems as

changes in the world around us can quickly impact political Vision

priorities and thus Energinet.dk's core activities. Using international and preferably market-based solu-
tions, we will facilitate the increased use of renewable

The Danish government's proposal for new energy agreement energy and help to solve the global energy and climate

Danish energy policy is based on a vision of total transition to challenges.

renewable energy over the next 40 years. The ambition is to be
fulfilled by transforming energy supplies and optimising ener-
gy consumption.

The government presented its draft energy agreement 'Our
energy' in November 2011 which builds on the previous govern-
ment's 'Energy strategy 2050' document. The aim is for Danish
energy supplies to be based exclusively on renewable sources
by 2050. With a number of initiatives aimed at increasing ener-
gy efficiency and supporting the transition to renewable ener-
gy, Denmark will be well under way to achieving its 2050 target
as early as 2020.

In the short term, the transition will mean higher energy costs
for Danish society. In the long term, the transition will result in
an economy which is less vulnerable to fluctuations in the price
of fossil fuels.
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The government's energy strategy represents a marked shift in
the approach to realising the transition to renewable energy.
Whereas in the past, political focus was primarily on fulfilling
the EU's targets for renewable energy shares, CO, reductions
and energy efficiency within the existing energy sector frame-
work, focus is now on the long-term transition process. Thus, it
no longer suffices to simply increase the share of renewables.
As renewable energy is to go from covering a small proportion
of demand to meeting total energy demand, it must also meet
consumers’demand for energy services. This transition requires
fundamental changes to how the energy sector generates,
transmits and distributes energy as well as to how energy is
traded. Realising the ambition therefore calls for radical chang-
es in the energy sector and among consumers. Renewables in
the form of wind, biomass and solar power cannot immediately
replace fossil fuels. Technologies must be developed which can
make use of the energy generated from renewable energy
sources as it is generated, and which can efficiently meet con-
sumer demand for energy for transport, electricity, heating etc.
Energinet.dk's activities very much aim to support this agenda.

Strategic focus areas

The ambition is thus to support the transition to renewable ener-
gy throughout the energy sector, to support this development
throughout the entire value chain of the energy system from
generation to consumption and to continue to focus on efficiency.

In 201, Energinet.dk prepared a new strategy for the 2012-2015
period. The strategy involves three focus areas: A proactive sector,
the road to a green energy system and efficient transformation.

Proactive sector

Transforming the energy sector to ensure fossil fuel independ-
ence is a huge undertaking. This will not only make demands
on the businesses in the energy sector. Households and other
enterprises will also be a part of the solution, just as new and
closer cooperation with the energy sectors in other countries is
also crucial.

Energinet.dk's close collaboration with other players in the en-
ergy sector must therefore be further intensified. Energinet.dk
must make its knowledge and expertise available to the legisla-
tors and regulators who are deciding the future framework for
the energy sectors and energy systems. In the next strategy
period, focus will therefore be on framework conditions and on
developing the value chain.

Road to a green energy system

The long-term transformation of the energy sector to renewa-
ble energy poses a number of challenges for the various sectors
in the energy system. Energinet.dk's core activities play an im-
portant role in the transformation process in terms of expand-
ing the infrastructure, maintaining security of supply and en-
suring well-functioning markets. However, a very important
element in the transformation process is also the interaction
with the rest of the energy sector.

Energinet.dk is currently in the process of creating the founda-
tion of an energy system based on renewable energy. The pow-
er system will play a very central role in this transformation of
the energy system, as wind power must be integrated into the
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main energy system via the power system. The gas system has
considerable potential as energy storage in an energy system
with a large share of wind power and other fluctuating produc-
tion, and it may also play an important role in the transition to
an energy system which is independent of fossil fuels, with
biogas and synthetic gases replacing fossil natural gas in the
long term.The long-term development of the gas system
should contribute to value creation in the main energy system.

The long-term political goal of Danish fossil fuel independence
calls for a coherent approach to tackling the challenges of
achieving this goal. Consequently, Energinet.dk will also in the
coming strategy period focus on the integrated planning of
energy systems as well as on research, development and dem-
onstration activities aimed at supporting the long-term goals.

Efficient transformation

As an independent public enterprise, Energinet.dk must main-
tainhigh efficiency in all its daily activities,and documented
efficiency and value creation are important success criteria for
private as well as public enterprises now and in future. It is
therefore central for Energinet.dk to continuously follow up on
efficiency levels and especially to document efficiency and the
value created by Energinet.dk for society. Consequently, Energin-
et.dk's strategy strengthens its focus on a more performance-
based culture as a means of further improving efficiency.

Realising strategic targets
In 201, Energinet.dk came to the end of its 2008-2011 strategy
period. Based on a number of ambitious climate and energy

policy goals for reducing CO, emissions and using more renew-
able energy, the strategy focused on five strategic themes: Effi-

cient operation and establishment of new infrastructure; elec-

tricity and gas market development, renewable energy integra-
tion, growth, and the basis of the enterprise.

Energinet.dk is well on its way to realising these strategic goals.
For example, work to expand the gas infrastructure has com-
menced which is a prerequisite for maintaining gas supplies in
future. Moreover, the development of a concept for managing a
power system with a 50% renewable energy share is nearing
completion. The goal of improving the functioning of the elec-
tricity and gas markets has been fulfilled at several levels, and
as regards the integration of renewable energy, Energinet.dk is
working on a number of large full-scale solutions for ensuring
the integrated planning of energy systems. Also, it is now possi-
ble to trade biogas in the natural gas network.

The growth theme was concerned with making socio-economi-
cally viable investments in the electricity and gas systems. The
negotiations concerning the acquisition of the regional trans-
mission grids which commenced in 2011 represented an impor-
tant step in the direction of realising this goal.

The strategic goals are described in further detail under Effi-
ciency and value creation and in the sections about the individ-
ual business segments.
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Research
and developn

Research, development and demonstration of technological
solutions and innovative market models should contribute to
paving the way for an energy system based on renewable ener-
gy, the efficient use of energy and further electrification. Energi-
net.dk plays a central role in ensuring that R&D activities sup-
port the desired development.

Firstly, Energinet.dk provides funding for external energy research
via PSO-financed programmes, the object being to support the
development of environmentally friendly power generation tech-
nologies. Secondly, Energinet.dk initiates its own R&D activities,
which are carried out with both Danish and international part-
ners and research institutions. Energinet.dk also engages in co-
operation with several European organisations, with a view to
defining and prioritising its R&D efforts. Partnering is a way of
devising solutions which match the Danish challenges, while at
the same time improving the scope for exports. With a view to
making the most of the experience gained, Energinet.dk is keen
to see the project being continued by a commercial player.

Integrating renewables

The special challenges of integrating renewable energy into the
power system and the need for intelligent control of the power
system are at the core of Energinet.dk's R&D activities. The two
most unique projects currently in progress are the Cell Project
and EcoGrid EU.

By means of advanced technology, the Cell Project, which was
successfully completed in 2011, is intended to help prepare the
Danish power system for the future. The heart of the project,

the so-called cell controller, controls, regulates and monitors a
distribution system composed of a large number of fluctuating
production units. The cell controller maintains a high level of
security of supply in step with an increase in the volumes of
fluctuating power generation from wind turbines and small
CHP plants. The project, which has attracted considerable inter-
national attention, was undertaken together with a number of
international partners, SE (formerly Syd Energi) and the owners
of a number of CHP plants and wind turbines in Jutland.

Energinet.dk is also behind an initiative which will see the is-
land of Bornholm becoming home to the ambitious EcoGrid EU
demonstration project in the next few years. The project in-
volves testing a complete smart grid system that contains all
the ingredients of an intelligent power system with a 50% re-
newable energy share. @stkraft and Energinet.dk are central
project partners together with 14 other Danish and internation-
al research environments and industrial partners. The first
phase of the project started in the spring of 2011 and runs until
20715,

Green gas system

The gas system can provide flexibility in an energy system that
incorporates large volumes of fluctuating electricity generation
by acting as a storage facility. Also, the gas system may become
an important 'green’ energy carrier for eg biogas and other
gases based on renewable energy, the so-called RE gases. This is
the reason why Energinet.dk will, in the near future, be launch-
ing two demonstration projects within RE gases for the gas
system or new applications for gas.

14
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Elficiency and
value creation

Like the rest of society, Energinet.dk recognises the importance
of a sustained focus on efficiency. Marked improvements in the
efficiency of operations have been achieved in recent years, and
further improvements are planned as part of Energinet.dk's
strategy plan for the 2012-2015 period.

An increased need for documenting efficiency levels has arisen
as a result of the economic crisis and the growing focus among
Energinet.dk's stakeholders on this issue. As an independent
public enterprise, Energinet.dk is already required to maintain
extremely high levels of efficiency in all its daily operations, and
documented efficiency and value creation will be important
success criteria for private as well as public enterprises in future.

In addition to the enterprise’s internal financial management
based on efficiency targets and other key performance indica-
tors (KPIs), Energinet.dk is a keen user of benchmarking against
similar enterprises, the overriding purpose being to constantly
improve efficiency.

Efficiency

Energinet.dk's status as an independent public enterprise,
whose main purpose is not to generate a profit, makes it diffi-
cult to document efficiency in a traditional sense. For example,
it is not possible to calculate a meaningful EBITDA margin for
the enterprise, nor does calculating the return on the invested
capital make much sense.

Energinet.dk is handling an increasingly complex task, not least
due to the growing volumes of renewable energy being fed into

the power system as a result of the political goal of making
Denmark independent of fossil fuels. Energinet.dk is required to
develop the infrastructure, which is reflected in increasing in-
vestment levels and which will basically lead to increasing op-
erating costs.

Energinet.dk therefore measures its operating efficiency based
on changes in the relationship between the costs incurred in
connection with running the constantly expanding infrastruc-
ture and the carrying amount of these installations, as reflect-
ing the size of the installations, in the form of the cost ratio
(operating costs relative to the carrying amount of the installa-
tions in %), see Figure 1.

Alarge number of initiatives have been implemented in recent

years aimed at increasing efficiency levels, the purpose being to
keep electricity and gas tariffs stable despite the higher invest-

ments. These endeavours have been largely successful, primari-
ly thanks to a number of efficiency measures within operations,
procurement, ancillary services for the power system and emer-
gency supplies to the gas system.

As can be seen from the figure, Energinet.dk succeeded in re-
ducing the cost ratio from 5.5% in 2007 t0 3.9% in 2011. This
equates to savings of just over DKK 250 million in 2011, or aver-
age annual savings of 7% during this period. In addition, annual
savings of approx. DKK 250 million were realised on ancillary
services and emergency supplies in 2011, corresponding to an
approx.5% improvement in efficiency since 2008.
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Figure 1: Efficiency and operating costs
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Efficiency increase up until 2015

Further improvements in efficiency are planned as part of Energi-
net.dk's strategy plan for the period up until 2015. The aim is
thus to reduce the cost ratio by one third by 2015, correspond-
ing to annual savings of almost DKK 200 million.

Together with planned reductions in the costs of ancillary ser-
vices, these efficiency increases will mean that the electricity
tariff can be maintained at the 2012 level, while any increase in
the gas tariff will be solely attributable to an expected fall in
gas consumption of 16%.

Stable tariffs will be maintained despite the addition of new
tasks and installations; infrastructural investments to the tune
of DKK 14 billion are planned for the 2012-2015 period.

Efficiency benchmarks

Energinet.dk pursues a strategic target of being ranked among
the top 20% in the benchmarking of electricity and gas TSOs.
Energinet.dk therefore participates in relevant international
benchmarks measuring operating cost levels and necessary
investments relative to the size of the physical transmission
grids and networks. This provides an idea of how efficient En-
erginet.dk is compared to similar enterprises in other countries.
In addition to systematically comparing performance, the pur-
pose of the benchmarking is to learn from the best of peers
with a view to improving performance and becoming more
efficient oneself.

As mentioned above, cost efficiency has developed positively in
recent years for both the electricity and gas systems.

Benchmark analyses of 27 TSOs, looking at their security of sup-
ply and the costs of operating their electricity transmission
grids and stations, show that Energinet.dk maintains a very
high level of security of supply at below-average cost levels.
During the 2006-2010 period, a high level of security of supply
was maintained, while operating and maintenance costs were
reduced, and Energinet.dk is now being ranked in the top third.

Operating costs and the costs associated with necessary invest-
ments in the gas transmission network have been reduced
markedly, especially the system-related costs relating to control
units and administration. In the most recent benchmark (GTBI),
Energinet.dk's costs were thus reduced by 15% in the 2005-2010
period.

A new European benchmarking of electricity TSOs is expected
to be conducted in 2012. The efficiency measurement will be
carried out by the European competition authorities for the
purpose of shedding light on the cost efficiency of the various
SOs relative to each other.

Value creation (benefits to society)

A number of investment decisions, including in particular deci-
sions concerning international interconnections, do not rely on
traditional calculations of how the individual investment will
affect Energinet.dk’s financial situation. As an independent
public enterprise, Energinet.dk must make investments in the
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transmission grids and networks which positively benefit socie-
ty, regardless of whether such investments may negatively im-
pact the enterprise’s own finances.

The positive benefits to society are the benefits which the gen-
erators may enjoy in the form of improved commercial outlets,
the benefits for consumers in the form of a bigger market with
lower prices, the income flowing to the owner of the intercon-
nection in cases of insufficient capacity (congestion rents) seen
against the costs associated with the investment itself and the
future operation of the installation. Only the congestion rents
and the costs of the investment are recognised in Energinet.
dk’s financial statements. On the other hand, this means that
the significant positive benefits for society created by the in-
vestment for generators and consumers are not included in
Energinet.dk's financial statements, but only serve as a deci-
sion-making basis.

At the end of 2011, the carrying amount of Energinet.dk's inter-
national interconnections was DKK 2,860 million, entailing
annual costs in the form of interest, depreciation and operating
expenses of approx. DKK 500 million. In 2011, the interconnec-
tions generated congestion rents of more than DKK 600 mil-
lion, thus resulting in a profit before tax. Moreover, the total
positive benefits for generators and consumers constituted a
substantial contribution to the Danish economy.
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orporate
governance

Energinet.dk’s corporate governance framework consists of reg-
ulatory requirements, the stock exchange rules applicable in
Denmark, the Danish recommendations on corporate govern-
ance and Energinet.dk’s own internal rules. The management
values are in compliance with the principles of corporate govern-
ance and form the basis of the internal management model.

Management structure

Energinet.dk is an independent public enterprise owned by the
Danish Ministry of Climate, Energy and Building. The owner has
ultimate authority over the enterprise within the framework
laid down in legislation and exercises its ownership rights in
pursuance of the guidelines provided in the Danish Act on En-
erginet.dk and the Danish Executive Order on the Financial
Regulation of Energinet.dk.

Energinet.dk is responsible towards the owner for the enter-
prise’s results. Through internal control and independent audit-
ing, Energinet.dk continuously seeks to provide the most cor-
rect, adequate and reliable information in the enterprise’s re-
porting. The reporting contributes to enabling the owner to
assess the results of the actions of the Supervisory Board and
Management.

Energinet.dk’s management structure consists of the Supervi-
sory and Executive Boards. The two bodies are independent of
each other,and no one person is a member of both bodies.

Management’s independence
Pursuant to the new electricity and gas directives, which have

been implemented in Denmark through the Danish Electricity
Supply Act and the Danish Natural Gas Supply Act, Energinet.dk
must be certified as a transmission system operator (TSO) for
electricity and gas in unbundled ownership in order to docu-
ment that the enterprise complies with the new requirements
for independence. The independence requirements apply to
Energinet.dk as such as well as to individuals holding manage-
rial posts for Energinet.dk. In this context, the Executive Board
and the Supervisory Board have therefore signed solemn decla-
rations guaranteeing their personal independence.

Supervisory Board

On the owner’s behalf, the Supervisory Board formulates the
overall strategy and actively contributes to developing the en-
terprise. The Supervisory Board supervises the Executive Board’s
decisions and transactions. The Supervisory Board consists of
eleven members, eight of whom are appointed by the Minister
for Climate, Energy and Building while three members are
elected by the employees. The employee-elected Supervisory
Board members, who are elected for four years at a time, have
the same rights, obligations and responsibilities as the other
Supervisory Board members.

Ten Supervisory Board meetings were held in 2011. To ensure
that the Supervisory Board is kept sufficiently well informed of
Energinet.dk’s operations, the Executive Board participates in
board meetings and has the right to speak, but has no voting
rights. However, the Executive Board does not participate in the
consideration of items on the agenda which are reserved for
the Supervisory Board’s internal discussions at the meetings.

19



Figure 2: Age and gender composition of Supervisory Board
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Supervisory Board’s self-evaluation

The Supervisory Board evaluates itself using scores on a scale of
1to 5. So far, the self-evaluation has been performed every other
year, but will from now on be carried out once a year. In 201,
the result was a total score of 4.65. The result is a little higher
than the level of 4.38 reached in 2009 and on a par with the
average score of 4.63 achieved in 2007. The score was thus at a
very high level in all three years. The Supervisory Board also
assesses its competency profile, covering the following areas:

Strategy and business development

+ Business management

+ Finance, economy and risk management

- Organisational conditions

- Consumer conditions

- Competitive conditions

- Research environments

« Sector knowledge

« Energy systems, nationally and internationally

« Specific knowledge of the Danish electricity and gas systems.

Energinet.dk’s day-to-day management

The Supervisory Board has assigned the responsibility for En-
erginet.dk’s daily operations to the Executive Board, which con-
sists of the President and CEO and two executive vice presi-
dents. The Executive Board’s responsibilities include the enter-
prise’s organisation and the allocation of resources, the
determination and implementation of strategies and policies,
direction and targets as well as timely reporting and informa-
tion to the Supervisory Board, the owner and Energinet.dk’s

stakeholders. The Supervisory Board appoints the CEO and the
executive vice presidents, fixes their remuneration and super-
vises their performance.

Role of the owner and cooperation with Energinet.dk’s Man-
agement

The Minister for Climate, Energy and Building meets on a quar-
terly basis with the Supervisory Board chairman as well as any
other Supervisory Board members and Executive Board mem-
bers if required. Energinet.dk attaches paramount importance
to briefing its owner continuously of its current operations and
the challenges it will be facing in the future.

Stakeholder Forum

In addition to the interaction with its owner, Energinet.dk also
has an advisory Stakeholder Forum. The Stakeholder Forum is
appointed by the Minister for Climate, Energy and Building and
submits opinions to Energinet.dk’s Management on the enter-
prise’s overall strategies and plans with a view to supporting its
operations.

Employment and compensation terms

In order for Energinet.dk to realise its strategy and achieve its it
is a precondition that the enterprise is able to attract and retain
competent and committed employees and managers. This is
achieved, among other things, by offering competitive employ-
ment and pay terms.

Remuneration of the Group Executive Board
The Supervisory Board chairman proposes the remuneration for
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Table 1: Composition of remuneration for Supervisory Board, Executive Board and Stakeholder Forum

Group

Executive Supervisory Stakeholde

Board Board Forum

Fixed basic pay YES YES YES
Cash bonus scheme NO NO NO
Share-based incentive scheme NO NO NO
Severance payment 12 mths. NO NO
Pension 0-15% NO NO
Fee for committee work and ad hoc tasks NO NO NO
Travel allowances *) YES YES YES
Other payments YES NO NO

*) refunded according to vouchers submitted

the Group Executive Board, which must subsequently be ap-
proved by the Supervisory Board. Each year, the remuneration is
compared with the remuneration level in similar large Danish
enterprises, and the remuneration is also assessed in relation to
similar positions in comparable enterprises.

The Executive Board’s remuneration consists of a fixed basic
pay, a pension contribution and the same payments as other
executive employees, see Table 1. The pension contribution may
be converted to fixed pay.

Energinet.dk may dismiss Executive Board members by giving
twelve months’ notice, and Executive Board members may re-
sign from Energinet.dk by giving six months’ notice.

Remuneration of the Supervisory Board

The remuneration for the Supervisory Board is a fixed basic
remuneration. The remuneration is on a par with the level in
other large Danish enterprises and amounts to DKK 400,000
per year for the chairman and DKK 125,000 per year for the oth-
er members.

Each year before the end of April, the Minister for Climate, Ener-
gy and Building fixes the remuneration for the Supervisory
Board for the coming year.

Expenses, for example for travel and accommodation in connec-
tion with board meetings and relevant education and training,
are refunded according to vouchers submitted. No additional
reimbursements are paid.

Table 2: Group Executive Board remuneration

Fixed Other

salary Pension payments Total
Peder @stermark Andreasen 2.9 0.4 0.1 3.4
Torben Glar Nielsen 17 03 0.1 2.1
Torben Thyregod 2.0 0.0 0.1 2.1
Group Executive Board, total 6.6 0.7 03 7.6

Remuneration of the Stakeholder Forum

The chairman of the Stakeholder Forum receives an annual fee
of DKK 35,000. No fees are paid to the other members of the
Stakeholder Forum.

Control environment

External auditors

Energinet.dk’s annual report is audited by Rigsrevisionen (the
national audit office of Denmark) in pursuance of the Danish
Financial Statements Act and the Danish Act on the Auditing of
Governmental Accounts etc.

The Supervisory Board presents Energinet.dk’s financial state-
ments. As auditor for Energinet.dk, the Auditor General reports
to the Supervisory Board. The Auditor General may report on
the audit to the members of the Danish Public Accounts Com-
mittee at their request or on his own initiative. A draft for a pos-
sible report to the members of the Danish Public Accounts
Committee is presented to the Supervisory Board and the Min-
ister for Climate, Energy and Building for comments.

Internal auditors

The internal audit is handled by a state-authorised accountant
who also audits the financial statements of Energinet.dk’s sub-
sidiaries. It has been agreed that the details of the tasks to be
performed in connection with the internal audit and the rela-
tionship with the Auditor General are governed by Section g of
the Danish Auditor General Consolidation Act.

Annual Report 2011 - Energinet.dk
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Based on a tender process, the audit firm PwC has been chosen
to perform the internal audit. The Auditor General supervises
the internal audit.

Risk management and internal control

Energinet.dk’s risk management and internal control environ-
ment in respect of the reporting processes aim to safeguard
effective control of the risk of material misstatement. Energin-
et.dk must ensure that there are no weaknesses in the internal
control system which may result in material misstatement in
the financial statements.

The internal control environment at Energinet.dk is based on the
corporate governance principles. Energinet.dk uses an adapted
version of The COSO Framework for Enterprise Risk Manage-
ment’ to ensure that the selection and performance of internal
control is based on well-documented business processes and
identifies all significant risks. The framework also forms the ba-
sis of the general risk management process at Energinet.dk.

Internal audit committee

In 201, Energinet.dk’s management decided to establish an
internal audit committee to further strengthen the financial
reporting and the internal control environment. The internal
audit committee reports to the Executive Board, and the inter-
nal auditor reports to the internal audit committee. The com-
mittee approves the terms of reference, audit plan and budget
for the internal audit.

Through the internal audit committee and internal audit, Man-
agement ensures ongoing follow-up on the internal control
environment.

The Supervisory Board annually assesses the need for strength-
ening the organisation of the internal audit environment. It is
the opinion of the Supervisory Board that the current organisa-
tion adequately safeguards an efficient control environment.

Whistleblowing

The Supervisory Board has decided to establish a whistleblowing
scheme to enable employees or other stakeholders to anony-
mously report suspected violations of ethical guidelines and
financial fraud.

The whistleblowing scheme, which will be established via an
external supplier, will be accessible via telephone and the Inter-
net.The scheme must be approved by the Danish Data Protec-
tion Agency and will enter into force when such approval is
available, presumably by 2012.

Corporate governance practice

Corporate governance is an issue which Energinet.dk’s Supervi-
sory Board continuously discusses based on the enterprise’s
activities, external framework, history etc. Corporate govern-
ance is a dynamic process in the course of which Management
continuously assesses the need for changes.

New recommendations on corporate governance were intro-
duced in Denmark in 2011. Energinet.dk complies with most of




these recommendations, although the enterprise as an inde-
pendent public enterprise is not under an obligation to do so.
Due to Energinet.dk’s ownership structure, a few areas in the
recommendations are without relevance to the enterprise. En-
erginet.dk therefore does not comply with the recommenda-
tions in the following areas:

Publication of quarterly reports
Establishment of permanent board committees and an actu-
al audit committee

- Fixing of a retirement age for members of the Supervisory
Board

« Appointment of a deputy chairman of the Supervisory Board.

Public and internal supervision

The Danish Access to Public Administration Files Act, the Dan-
ish Public Administration Act and the Danish Ombudsman Act
apply to the operations of Energinet.dk and its wholly owned
subsidiaries.

Energinet.dk prepares relevant internal monitoring pro-
grammes to avoid discriminatory behaviour in connection with
the transmission and TSO activities relating to the supply of
electricity and gas.

Openness and transparency
Energinet.dk has set up procedures to ensure that it provides
the information which is essential to the owner.

The communications policy is based on openness and dialogue as
the stakeholders — be they customers, cooperation partners, citi-
zens, authorities or the press —have a legitimate expectation that
Energinet.dk, a public enterprise with an important role in society,
communicates openly and transparently about its activities.

Risk management

Energinet.dk always strives to have an overview of the strategic,
operational and project-related risk factors and to manage
them in order to achieve its objectives. The Executive Board is
responsible for ensuring a systematic, integrated process for
ongoing risk assessment and has laid down the overall strategy
for the ongoing risk management, which includes making cer-
tain that the risk management supports the overall internal
control environment.

The aim is to control risks proactively through active and dy-
namic risk management in order to safeguard the enterprise’s
continued growth and protect its employees, assets and repu-
tation. This means that Energinet.dk:

- applies an effective and integrated risk management system
while maintaining its business-related flexibility

identifies and assesses significant risks associated with the
enterprise

- monitors, controls and limits risks.

The Executive Board informs the Supervisory Board of the sta-
tus of and development in the most significant risks and any
action plans on an annual basis.

Annual Report 2011 - Energinet.dk
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Figure 3: Risk matrix for consequence and likelihood
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As part of its risk management, Energinet.dk focused in 2011 on
organising and optimising the risk management area. As men-

tioned in the section ‘Control environment’, Energinet.dk has

chosen to use an adapted version of The COSO Framework for

Enterprise Risk Management’. The foundation has thus been
laid for further optimisation and streamlining of the cross-
organisational handling of risks.

Risk management process

Energinet.dk’s risk policy outlines the overall guidelines for risk

tolerance, including guidelines for financing, credit granting

and insurance. These guidelines are dealt with separately and

are specified in the finance, credit and insurance policies. The
policies are revised regularly to ensure the timely re-assess-
ment of the risk tolerance. The risk policy is approved by the
Supervisory Board once a year.

Each quarter, the business segment managers report on the

most significant risks along with plans or processes for manag-
ing these risks. Risk Management, which is a support function for
the CFO, challenges the business segments in respect of the sta-
tus reported. The status is reported to the Executive and Supervi-

sory Boards through the quarterly financial reporting process.

The quarterly reporting includes a statement of accumulated

credit losses and own-risk payments to ensure that the Super-

visory Board has up-to-date information about the financial

consequences of the risk, finance, credit and insurance policies,
and thus enable the Supervisory Board to make recommenda-

tions for risk-reducing initiatives if deemed necessary.

certain

To counter any new risks, the risk picture is updated once a year.
Arisk report is prepared containing an assessment of the most
important business risks involved in realising Energinet.dk’s
strategic and operational objectives and of the risks associated
with financial reporting. The report is presented to the Supervi-
sory Board for approval.

Risk assessments are carried out based on the likelihood of an
event occurring and the possible derived consequences for En-
erginet.dk, see Figure 3. The consequences are assessed on the
basis of several criteria, eg the financial impact on both Energi-
net.dk’s finances and the economy, the enterprise’s image, the
environment, and health and safety.

Limiting and corrective actions are launched regarding the
most significant risks, which are thus managed and controlled.

Energinet.dk’s corporate social responsibility
(CSR)

Energinet.dk works systematically with corporate social responsi-
bility (CSR). Social responsibility is a focal point for Energinet.dk’s
core business — security of energy supply in Denmark.

This provides a natural point of departure for taking a strategic
and business-driven approach to working with CSR, ie using the
enterprise’s core activities as the natural starting point.

The 2009 CSR policy reflects the UN Global Compact’s ten prin-
ciples for businesses’ work with corporate social responsibility.
The policy contributes to setting the framework for the annual
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preparation of a targeted CSR action plan for the three areas
selected: employees, procurement, and climate and the environ-
ment.

The targeted CSR work contributes, among other things, to
ensuring that the enterprise when performing its core activities
systematically and to a suitable extent takes the conditions in
the three selected focus areas into account. Through data col-
lection and progress reporting on the CSR objectives, the aim is
for Energinet.dk to be considered a socially responsible and
highly credible enterprise, internally as well as externally.

According to the Danish Financial Statements Act, large enter-
prises must each year account for their CSR practices. As Energi-
net.dk has also joined the UN Global Compact, the enterprise
elected only to submit a progress report to the UN.The report
is a detailed account of Energinet.dk’s CSR activities. Detailed
reporting on Energinet.dk’s CSR efforts in 2011 is available at
www.energinet.dk/CSR.

Health and safety

In 201, the health and safety organisation was working accord-
ing to the work programme prepared at the end of 2010 on the
basis of the new rules issued by the Danish Working Environ-
ment Authority regarding the organisation of occupational
health and safety tasks. In this context, three action plans were
drafted with related targets concerning internal working envi-
ronment audits, substitution of substances and materials and
workplace assessments. All targets were met in a satisfactory
manner. A training and education plan was also drafted in re-

spect of emergency preparedness exercises and communica-
tion on health and safety.

At the end of 2011, a new work programme was prepared for
2012, containing three new action plans with related targets
and a training and education plan supporting these targets.

As Energinet.dk has always had a very low injury frequency rate,
it has been decided not to set specific targets for this particular
area. All injuries are thoroughly analysed, and corrective action
is taken, if relevant, on which continuous follow-up is carried
out in a deviation management system. In 2011, Energinet.dk
started to register the number of reportable occupational inju-
ries experienced by external consultants, suppliers and contrac-
tors when they were working on or in Energinet.dk’s installa-
tions or buildings. In 2011, as in 2010, there were three internal
occupational injuries resulting in lost time and three occupa-
tional injuries among external suppliers resulting in lost time,
respectively.

In connection with increasing activity levels in connection with
construction projects, strong focus will remain on the owner’s
statutory coordination of health and safety at the construction
sites. In this context, there will be a constant focus on stream-
lining and optimising the management systems utilised to
ensure continued strong focus on health and safety at the con-
struction sites.




Preparedness

Energinet.dk is responsible for coordinating the emergency
preparedness plans of the electricity and gas sectors and for
monitoring and advising the sectors on their emergency pre-
paredness work.

In 201, Energinet.dk focused particularly on training exercise
activities, both in the sectors and internally at Energinet.dk. The
first five-year cycle of the Danish executive orders on prepared-
ness ended on 1July, which, among other things, prompted
Energinet.dk in late summer to review the status of the exer-
cise activities performed by enterprises under a preparedness
obligation. The review resulted in the introduction of a stricter
case handling procedure at Energinet.dk in general and in spe-
cial focus being directed on improving the consultative services
offered to the enterprises.

In September 2011, Energinet.dk participated in the national
crisis management exercise, KRISQV 2011. The overall training
exercise was arranged by the the Danish Emergency Manage-
ment Agency, while the energy-related input was delivered by
the Danish Energy Agency. The exercise was an opportunity,
among other things, for practising communication and coordi-
nation internally at Energinet.dk as well as practising the exter-
nal collaboration with authorities. The evaluation of the exer-
cise did not render it necessary to materially change prepared-
ness planning.

In the international arena, Energinet.dk is still participating in
the realisation of Rigsrevisionen’s recommendations for more

binding emergency preparedness collaboration for the electrici-
ty sector in the Nordic region. Energinet.dk is also contributing
input for the European Commission’s work in the emergency
preparedness area for electricity and gas, both at the formal
level in connection w ith the upcoming revision of the EU direc-
tive on the protection of European critical infrastructures and
informally through participating in EU-initiated forums for
TSOs.
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Supervisory Board

Niels Fog, Chairman

MSc (Economics and Business Administration) and merchant.

Appointed to the Supervisory Board by the Minister for Climate

and Energy in 2005, reappointed in 2007,

2008 and 2070.

The appointment expires on 30 April 2012.

Other directorships:

+ Managing Director and member of the supervisory board of
Fog Holding A/S

« Chairman of the supervisory boards of Johannes Fog A/S,
Johannes Fog Holding A/S and Datacon A/S

« Member of the supervisory board of BRF Holding A/S

Anne Broeng

MSc (Economics), Group Executive Vice President and CFO, PFA

Pension.

Appointed to the Supervisory Board by the Minister for Climate

and Energy in 2010.

The appointment expires on 30 April 2012.

Other directorships:

- Group Executive Vice President and CFO, PFA Pension

« Chairman of the supervisory board of PFA Kapitalforvaltning,
fondsmaeglerselskab A/S

« Member of the supervisory boards of Bikubenfonden, PFA

Professionel

Forening, PFA Portefglje Administration A/S, PFA Ejendomme

- A/S and PFA Invest International A/S with seven associated
subsidiaries

Birgitte Kizer Ahring

MSc (Biology), PhD, Professor of Biotechnology at Aalborg

University.

Appointed to the Supervisory Board by the Minister for Climate

and Energy in 2005, reappointed in 2007,

2008 and 2010.

The appointment expires on 30 April 2012.

Other directorships:

+ Chairman of the supervisory board and manager of BioCon-
tractors A/S

Hanne Se¢ndergaard

Deputy CEO, Arla Foods UK.

Appointed to the Supervisory Board by the Minister for Climate

and Energy in 2010.

The appointment expires on 30 April 2012.

Other directorships:

« Member of the supervisory boards of Annelise og Tage S¢n-
dergaards Fond, Ejendomsselskabet af 2/11989 Esbjerg and
Tage Sgndergaard Holding A/S

Per Sgrensen

Engineer, Diploma in Economics.

Appointed to the Supervisory Board by the Minister for Climate

and Energy in 2010.

The appointment expires on 30 April 2012.

Other directorships:

« Member of the supervisory boards of Horsens Vand A/S, Del-
pro Holding A/S and B4F S.M.B.A
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holder Forum

Supervisory Board from left: Poul Erik Morthorst, Birgitte Kieer Ahring, Anne Broeng,
Peter Mgllgaard, Niels Fog, Carl Erik Madsen, Jess Bernt Jensen, Louise Overvad Jensen,

Hanne Sgndergaard, Erik Dahl.

Per Sprensen was not present when the photo was taken.

Erik Dahl

Engineer, Diploma in Economics.

Appointed to the Supervisory Board by the Minister for Climate
and Energy in 2005, reappointed in 2007,2008 and 2010.The
appointment expires on 30 April 2012.

Othe r directorships:

- None

Peter Mgllgaard
MSc (Economics), PhD, Professor of Industrial Organization at
Copenhagen Business School (CBS).

Appointed to the Supervisory Board by the Minister for Climate
and Energy in 2005, reappointed in 2007,

2008 and 2070.

The appointment expires on 30 April 2012.

Other directorships:

+ None

Poul Erik Morthorst

MSc (Economics), Professor at Risp National Laboratory.
Appointed to the Supervisory Board by the Minister for Climate
and Energy in 2005, reappointed in 2007,

2008 and 2010.

The appointment expires on 30 April 2012.

Other directorships:

- None

Carl Erik Madsen

Engineer, Electricity Transmission.
Employee-elected; joined the Supervisory Board in 2007, re-
elected in 20m.

The term of office expires on 23 August 2015.

Other directorships:

+ None

Jess Bernt Jensen

Chief Consultant, Gas Market.

Employee-elected; joined the Supervisory Board in 2011. The
term of office expires on

23 August 2015.

Other directorships:

+ None

Louise Overvad Jensen

Engineer, System Operation.

Employee-elected; joined the Supervisory Board in 2011. The
term of office expires on

23 August 2015.

Other directorships:

+ None
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Executive Board

Peder @. Andreasen, President and CEO

Other directorships:

« Chairman of the supervisory board of Rejsekort A/S

Torben Thyregod, Executive Vice President, CFO

Other directorships:

+ Managing Director of Torben Thyregod Holding ApS with
three associated subsidiaries

« Member of the supervisory boards of Airport Terminal A ApS,
its holding company TOKE Holding ApS and of Grapevine ApS

Torben Glar Nielsen, Executive Vice President
Other directorships:
+ None

Stakeholder Forum
Members at 31 December 2011

Chairman
Birgit W. Ngrgaard, member of the supervisory boards of the
EUDP and the Technical University of Denmark

Members

Allan Kjersgaard, senior consultant, Renosam

Asbjern Bjerre, manager, Danish Wind Turbine Owners’
Association

Birgitte Sloth, Associate Dean, Professor, University of
Copenhagen

Birte Holst Jgrgensen, Senior Scientist, Risgp DTU

Camilla Damsg Pedersen, Consultant, Confederation of Danish
Industry

Charlotte Spndergren, Chief Consultant, Danish Energy Associa-
tion

Ellen Margrethe Basse, Professor, Doctor of Laws (LLD), Aarhus
University

Erik Ngrregaard Hansen, Manager, Foreningen af Danske Kraft-
varmevaerker (Danish Association of CHP Plants)

Frede Hvelplund, Professor, Department of Development and
Planning, University of Aalborg

Heidi Ronne Mgller, Consultant, The Danish Federation of Trade
Unions

Jacob @stergaard, Professor, Head of the Centre of Electric Tech-
nology, Technical University of Denmark

Jan Ingwersen, manager, DONG Energy Markets

Janne Wichard Henriksen, climate-political employee, Danish
Society for Nature Conservation

Jens Astrup Madsen, energy manager, Danish Agriculture &
Food Council

Kim Mortensen, Managing Director, Danish District Heating
Association (Dansk Fjernvarme)

Klaus Winther, Head of Fynsvaerket (Fyn Power Station), Vatten-
fall Denmark

Knud Sloth, Director, Utility Administration, Aalborg Municipality
Lotte Holmberg Rasmussen, MSc (Engineering), Nordjysk El-
handel

Marianne Eriksen, Senior Consultant, Norenergi

Michael Mikkelsen, Managing Director, Scanenergi

Niels Erik Andersen, Managing Director, HMN Naturgas I/S
Svend Erik Jensen, the Danish Consumer Council
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Financial review

The profit for the year was DKK 128 million after tax compared to a profit of DKK 695 million after tax in 2010.
The profit for the year was on a par with expectations and is deemed to be satisfactory.
Profit for the year is distributed as follows on the business segments:

Segmental income statement

Commer- Annual Annual

Power Gas sys- cial Elimina- report report
Amounts in DKK million system PSO tem activities tion 2011 2010
Tariff revenue 2,555 2,601 609 o] o 5,765 6,113
andother e facities o | s o o o || 46| 68
Sale of electricity from local CHP plants o 130 o o o 130 134
Congestion rents 623 ¢ 0 ¢ 0 623 847
Fee for balancing the power system 50 o) o o) o 50 17
Power generation subsidies 110 o o} o o] 10 126
Other income 53 o 19 249 (86) 235 215
Revenue 3,391 3,187 628 249 (E19)) 7,369 8,480
Excess revenue/deficit (13) 696 (153) o o 530 158
EU grants 8 o 213 o o 221 o
Other operating income o) o 132 9 e} 141 9
Total revenue 3,386 3,883 820 258 (£:19)] 8,261 8,647
Subsidies for renewable energy production (109) (2,438) o o o (2,547) (2,467)
Purchase of electricity o (968) o o o (968) (647)
Funding for research and development o (186) o o) o (186) (201)
Other PSO costs o (209) o o o (209) (38)
Compensation for grid losses (361) o o o) o (361) (404)
Purchase of regulating power 27 o o o o 27 (277)
Payment for the 132/150 kV grids (538) o o o o (538) (493)
Payment for reserves/storage capacity (922) o (276) o 62 (1,136) (1,012)
Expenses related to foreign grids (42) o o o o (42) (117)
Payment for inspections (37) o) (11) o) o) (48) (100)
Other external operating expenses (252) o (55) (35) 24 (318) (353)
Total external expenses (2,234) (3,801) (342) (35) 86 (6,326) (6,109)
Staff costs (230) o) (80) (10) o) (320) (308)
Total costs/expenses (2,464) (3,801) (422) (45) 86 (6,646) (6,417)
Depreciation, amortisation and impairment
losses for property, plant and equipment as (582) (46) (124) (114) o (866) (1,144)
well as intangible assets
Net financials (155) (36) (88) (63) o (342) (302)
Tax on profit for the year (221) o (40) (18) o (279) (89)
Profit/(loss) for the year (36) o 146 18 o 128 695*

*) The comparative figures have been restated as a consequence of the changed accounting policies. Reference is made to the section Accounting policies’.
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With the exception of its commercial activities, Energinet.dk is
subject to a break-even principle for all the segments. The prin-
ciple entails that profit or loss for the year consists solely of the
statutory capitalisation of the contributed capital, the profit or
loss from commercial activities as well as other adjustments
not included in the tariffs to be paid by the customers in com-
ing years. Energinet.dk ensures the regulatory balance via the
tariffs announced on an ongoing basis.

Temporary differences between revenue and expenses are con-
sidered as either receivables from or debt to the consumers —
also called excess revenue/deficit — and will therefore not affect
the profit or loss for the year, but merely constitute a periodical
change in liquidity between the years, depending on the differ-
ence between expenses incurred and tariffs charged. Com-
ments on the operating profit and the expenses incurred by
Energinet.dk’s four business segments are provided in the fol-
lowing sections in the financial review.

The change in earnings performance from 2010 of DKK 695
million to DKK 128 million in 2011 is primarily attributable to a
higher proportion of the congestion rents received being in-
cluded in the tariffs in 2011 than was the case in 2010. The an-
nual transfers to reserves for future investments in congestion
rents dropped from DKK 559 million in 2010 to DKK 122 million
in 2011. In addition, the profit in 2011 was positively impacted by
grants received from the EU Economic Recovery Plan totalling
DKK 221 million. The tax for the year was negatively impacted
by DKK 154 million due to a decision in a tax case from 2004
concerning transit of electricity.

Comments on other items

No comments are provided on the following items in the sec-
tions below on business segments:

Net financials

The development in net financials covers a reduction in interest
expenses as a result of a lower interest rate level in general
offset by a payment of interest to SKAT due to a changed tax
assessment for the years 2006-2010.

Tax on profit for the year

Tax on profit for the year was DKK 279 million, which corre-
sponds to an effective tax rate of 68%. The difference between
the effective tax rate and the corporation tax rate of 25% is
primarily the result of Energinet.dk losing a case in 2011 before
the Danish National Tax Tribunal concerning an agreement on
transit of electricity through Jutland, thus forfeiting the right of
amortisation and depreciation in respect of this agreement.
This impacted tax on profit for the year by DKK 154 million, cor-
responding to 37% of the total tax rate. Taxes paid in 201
amounted to DKK 728 million. Taxes paid were affected by a
changed tax assessment for the years 2006-2010 concerning
taxation of congestion rents transferred to reserves. Residual
tax in respect of previous years amounts to DKK 457 million.

Debt and financial issues

Group interest-bearing debt rose by DKK 1,631 million from DKK
8,655 million in 2010 to DKK 10,286 million in 2011. The increase
is primarily attributable to increased investment activity and
tax payments.




At the beginning of the year, 27% of the interest-bearing debt
was floating-rate debt, and this share increased to 30% at the
end of the year. A changed loan composition has increased the
duration of the interest-bearing debt from 3.71 years in 2010 to
4.43 years in 2011.

The average effective borrowing rate for the Group interest-
bearing debt was 3.45% in 2011. By way of comparison, the aver-
age effective borrowing rate for interest-bearing debt was
3.69% in 2010.

Cash flow statement

Changes in cash and cash equivalents for the year constituted a
decrease of DKK 380 million, with cash flows from operating
activities constituting DKK 101 million in 2011 as opposed to
DKK 1,937 million in 2010.

The decrease in cash flows for the year is primarily attributable
to the deficit in the PSO segment and the taxes paid. Cash
flows from financing activities constituted DKK 1,544 million.
New loans were taken out with Nationalbanken for a total
nominal amount of DKK 2,000 million.

Outlook 2012
The Energinet.dk Group expects the cost level in 2012 to be on a
par with 2011.

The investment level in 2012 is expected to be roughly double
the level in 2010 because of a number of major capital invest-
ments in the electricity and gas systems.

Energinet.dk has submitted a bid for the 132 and 150 kV grids
owned by the ten regional transmission companies, and the
takeover is expected to take place in the second quarter of 2012.
The acquisition is not expected to impact the tariffs in 2012, as
the costs of availability payments for the grid are discontinued
and are replaced by financing costs, depreciation and amortisa-
tion, operating expenses etc.

Events after the balance sheet date

No significant events have occurred after the balance sheet
date that affect the fair presentation at 31 December 2011 of the
Group’s and the Parent’s assets, liabilities and financial position
and the results of the Group’s and the Parent’s activities.
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Business
segments

Energinet.dk owns, operates and develops the Danish

high-voltage electricity transmission grid — the energy
'motorways' —as well as the interconnections to Swe-

den, Norway and Germany. The enterprise is responsi-

ble ensuring the sufficient supply of electricity and for
a well-functioning electricity market.

Electricity consumers pay for these services via grid
and system tariffs.

Energinet.dk's power system
Approx.1,500 km of overhead lines

Approx. 600 km of submarine and land cables
60 substations and converter substations

5 international interconnections

Business segment — key figures
Revenue 2011: DKK 3,391 million
Non-current assets, end 2011 DKK 12,082 million




Business segment

Power system of tomorrow

Energinet.dk handles power system operations, ensures suffi-
cient power generation capacity and integrates large volumes
of wind power and local CHP production all at the same time.
The electricity infrastructure must therefore support the in-
creased utilisation of renewable energy, which is currently plac-
ing the system under new pressures.

The increasing use of renewables in Denmark and the rest of
the EU, especially wind power, accentuates the need for a
strong European transmission grid for cross-border exchanges
of electricity. As wind power production fluctuates widely, the
need for imports and exports to and from neighbouring coun-
tries grows. Energinet.dk works with the TSOs in neighbouring
countries which own and operate the electricity transmission
grids on developing the transnational electricity connections.
Decisions to expand the transmission grid are made out of
consideration for security of supply, to improve the functioning
of the market and to make a positive contribution to the na-
tional economies.

Security of supply

A stable and well-functioning power system is crucial to modern
society. Consequently, security of supply now, in the near future
and in the long term is a core concern for Energinet.dk. A high
level of security of supply is maintained, in particular, through
the efficient daily operation of the system, through the opti-
mised maintenance of the electricity transmission grid, collabo-
ration with neighbouring TSOs and through the procurement of

ancillary services to perfectly balance electricity consumption
and electricity generation at all hours of the day and night.

Moreover, Energinet.dk is chiefly responsible for the emergency
preparedness of the Danish electricity sector and for coordinat-
ing and monitoring the sector's emergency preparedness be-
fore, during and after a critical situation. Emergency prepared-
ness means that the energy system is monitored at all times
and that plans are in place which stipulate how to re-establish
supplies in the event of disruptions.

Well-functioning electricity market

Well-functioning international markets are a prerequisite for
Danish households, enterprises and institutions being able to
purchase electricity at prices based on genuine and fair competi-
tion. For this reason, Energinet.dk is constantly engaged in devel-
oping the market design. Much of the work takes the form of
partnership projects with other members of ENTSO-E, the Euro-
pean Network of Transmission System Operators. The aim is to
ensure that the frameworks established for the future regional
and international markets will be of benefit to Denmark.

Own R&D programmes

Energinet.dk is obliged to launch R&D projects in order to main-
tain the high level of security of supply and developing the pow-
er system for the benefit of society and the environment. Many
activities are undertaken in collaboration with external partners
and research institutions, the purpose being to gain access to
international-class research and to contribute Danish resources
to large-scale projects in cooperation with other countries.
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Administration of the Danish Promotion of Renewable Energy
Act

Energinet.dk administers four schemes under the Danish Pro-
motion of Renewable Energy Act (Lov om fremme af vedvarende
energi), which supports the erection of land-based wind tur-
bines: a guarantee scheme, a green scheme, an option-to-pur-
chase scheme and a loss-of-value scheme. In 2011, Energinet.dk
considered 35 wind turbine projects with a combined capacity
of 562 MW under these schemes. This represents a 34% in-
crease on 2010.

Events and investments in 2011

Security of supply

As has been the case for many years, Energinet.dk maintained a
high level of security of supply in 2011; no consumers experienced
power cuts due to faults in the main electricity transmission grid.

However, the electricity supply is challenged at the moment by,
firstly, an increase in electricity generation from fluctuating
sources, especially wind power, and, secondly, by the decommis-
sioning of a number of large Danish power stations. Most re-
cently, a decision has been made to decommission two power
stations at the end of 2012, while one more power station is due
to be decommissioned. These developments affect the power
balance, ie the question of whether sufficient capacity is availa-
ble at the Danish electricity-generating units, supplemented
with imports from neighbouring countries to meet the Danish
demand for electricity. Energinet.dk carries out analyses to es-
tablish whether market initiatives can be introduced, or whether
calls for new power station capacity may be issued etc. to com-

Ancillary services

Energinet.dk needs ancillary services in the form of
reserves and regulating power to balance electricity
consumption and electricity generation, handle opera-
tional disturbances and ensure the electricity quality.

The reserves are divided into a number of categories
depending on required response times and load han-
dling requirements.

Energinet.dk buys reserves from the generators, which
charge for making reserve capacity available on their
plants. Moreover, Energinet.dk pays to use the reserve
capacity as and when required. The reserves are fi-
nanced by tariffs levied on electricity consumers.

Any imbalances in the power system arising because
the balance-responsible parties' plans for buying and
selling electricity do not match the electricity con-
sumption and generation during the day of operation
are balanced by Energinet.dk by means of regulating
power. Regulating power comprises both the market
players' voluntary bids for upward and downward reg-
ulation during the day of operation and reserves which
Energinet.dk buys on the day before to ensure that a
balance can be created during the day of operation.
Energinet.dk's regulating power costs are financed by
the balance-responsible players, primarily the large
electricity generators and traders.

Annual Report 2011 - Energinet.dk

35



Figure 4: Costs of power system reserves
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pensate for the decommissioning of old power stations.

Also, the decommissioning of power stations restricts Energin-
et.dk's access to regulating the electrical voltage in the power
system. Against this background, a synchronous condenser was
bought for the 400 kV Bjaeverskov substation on Zealand in ear-
ly 2012. The installation is needed for voltage regulation as well
as for the future operation of the DC connections between
Eastern and Western Denmark and between Eastern Denmark
and Germany.

Energinet.dk ensures the daily operation of the power system
by means of ancillary services in the form of reserves and regu-
lating power, thereby compensating for fluctuations in wind
power generation. Overall, the costs of reserves are up due to a
fall in the number of Danish power stations which can supply
the services, see Figure 4.2011 saw the adoption of a new strat-
egy for the purchasing of reserves. The strategy aims to gain
access to the necessary reserve capacity via larger markets, thus
ensuring efficient competition and thus a fair price. At the
same time, a larger market will mean a larger market for Dan-
ish suppliers of ancillary services. Increased internationalisation
is an important means of achieving this.

In 201, a key step was taken towards reducing the need for ancil-
lary services. Since November 2011, Energinet.dk and TenneT, the
TSO in Northern Germany, have equalised opposing imbalances
in the two power systems. In other words, a power surplus in
one country is counterbalanced by a power deficit in the other
country. This reduces the need to regulate electricity generation
and electricity consumption on both sides of the border.

Table 3: Electricity transmission in 2010 and 201

GWh 20M 2010

Transmission in

electricity transmission grid 44,623 47129
Imports (from Nordic countries 1667 10,630
and Germany)

Exports (to Nordic countries

and Germany) 10406 705
Consumption (incl. grid losses) 34,356 35,498

Danish electricity market

In August 2010, Energinet.dk established a grid connection be-
tween the two Danish price areas in Eastern and Western Den-
mark, the Great Belt Power Link. The new connection has meant
a greater convergence of wholesale prices for electricity in 201
in the two areas than was previously the case. Thus, in 2011 the
average wholesale price of electricity in Western Denmark was
DKK 0.357/kWh, while the price in Eastern Denmark was DKK
0.368 per kWh. In 2010, the prices were DKK 0.346/kWh in West-
ern Denmark and DKK 0.424/kWh in Eastern Denmark.

Since November 2011, price developments, especially in Eastern
Denmark, have also been affected by the fact that Sweden has
been divided into four price areas. This has resulted in a clear
convergence of prices in Eastern Denmark and in the new price
area in Southern Sweden. The creation of the price areas is an
important step forward when it comes to removing obstacles
to the internal electricity market in Northern Europe.

Market coupling

In Europe, concerted efforts are being devoted to developing a
common electricity market for the whole of the EU. Regionally,
the coupling of the markets is already progressing, and in No-
vember 2010 a temporary solution was established coupling
the Nordic spot markets and the central and western European
area (known as CWE). It is a well-functioning solution, which
has improved the utilisation of the transmission lines. The aim
is to implement a permanent solution by the end of 2012. Also,
efforts are going into establishing a common market for intra-
day trading in electricity between the Nordic and CWE regions.
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Figure 5: Electricity transmission 2010 and 20m
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Developing the retail market
Energinet.dk has launched a number of initiatives aimed at
supporting competition in the retail market for electricity.

From October 2012, the data collection system which Energinet.
dk is developing together with other players in the Danish elec-
tricity market will simplify communication between the parties
in the electricity market. The so-called DataHub provides all con-
sumers with access to their own consumption data as all Danish
electricity meter readings are fed to the hub. Moreover, it may
facilitate the transition to a single-invoicing model, whereby
consumers are invoiced jointly by their electricity supplier and
grid company, no matter who their electricity supplier is.

With growing volumes of fluctuating energy, especially in the
form of wind power, it is becoming increasingly important that
electricity demand follows supply and is shifted from times
with low electricity production from renewables to times of
high electricity production. With the introduction of demand
consumption, the utilisation of both wind power and the elec-
tricity grid can be optimised. For consumers to change their
consumption patterns, financial incentives must be offered.
Energinet.dk and the Danish Energy Association are working
together to find out whether a new settlement system can be
established which can make demand response attractive to
small and medium-sized customers with hour meters.

Construction projects
Energinet.dk is currently expanding transmission capacity in
Jutland and between Jutland and Norway. In Jutland, the vital

connection between Kassg at Aabenraa and Tjele near Viborg is
being replaced by a new and stronger connection dimensioned
to transmit three times as much electricity as the existing 400
kV line. Most of the connection will be installed as overhead
lines on newly designed towers. The project started in early
2012 and is expected to be completed in 2014.

Between Tjele and Kristiansand in Norway, Energinet.dk and
the Norwegian TSO Statnett are increasing capacity with the
laying of a new cable - Skagerrak 4. The new cable will increase
transmission capacity between Denmark and Norway by 70%.
It is expected to be ready for operation in 2014.

Transmission capacity between Jutland and Germany is also
due to be expanded. In 2008, Energinet.dk and the North Ger-
man TSO TenneT decided to upgrade the existing 400 kV con-
nections in 2012. Moreover, Energinet.dk and TenneT are work-
ing together to assess the potential of a new transmission line
between Jutland and Germany in the western part of Southern
Jutland.

Finally, Energinet.dk is working with the Dutch TSO TenneT to
establish the first direct electrical connection between the
Netherlands and Jutland, known as the COBRAcable. The con-
nection will improve the coherence of the North European
transmission grid and will be of immense socio-economic value
to Denmark. A decision on whether or not to invest in this is
expected to be made in 2014. The project has been granted
funding from the European Economic Recovery Plan covering
approx. 20% of the investment.




Table 4: Significant construction projects in power system

Amounts in Total

Expected com-

DKK million missioning

Realised 20m budget
Grid connection of

Anholt offshore wind 585 1,319 2012
farm

New 400 kV connec-

tion, 368 2,955 2014
Kassp-Tjele

Submarine cable to

Norway, 325 1,812 2015
Skagerrak 4

DataHub 48 116 2012

When new large offshore wind farms are built, Energinet.dk is
responsible for constructing the facilities for connecting the
wind farms to the electricity grid on land. In the spring of 20m,
Energinet.dk started constructing the landing facilities for the
new offshore wind farm off the island of Anholt. The installa-
tions will be ready on 1 August 2012, which is the date fixed by
DONG Energy for commissioning the first wind turbines at the
400 MW wind farm.

Based on a political agreement on the guidelines for the future
expansion of the electricity transmission grid which the parties
behind the energy agreement from 2008 entered into in the
autumn of 2008, Energinet.dk and the relevant authorities are
planning to visually enhance the 400 kV grid in six selected are-
as.The visual enhancement will take the form of either under-
grounding of the cables or adjustments to the routing. In plan-
ning the visual enhancements, Energinet.dk is ensuring that the
solutions will also help future-proof the transmission grid.

As part of the same political agreement, it has also been decid-
ed to replace the entire 132 and 150 kV grids with a new cable-
based grid. The works, which will be implemented over a period
of 20 years, will be undertaken in collaboration with the region-
al transmission companies. While visually enhancing the land-
scape, the undergrounding of cables means that Denmark
gains a new transmission grid which is designed to help han-
dling increasing volumes of wind power.

Development activities
The planning of the power system of tomorrow is in full swing,

Table 5: Major development projects, electricity

Amounts in DKK million

Cell Project 1.3
EcoGrid EU 2.0
Heat pump project 1.4
TWENTIES 1.4
Smart Grid 13
Other projects 34.5
Total development activities 51.9

and Energinet.dk is continuously launching development activi-
ties to support the transition to an power system which, by
2020, is expected to accommodate almost twice as much wind
power as is the case today, and where the ambition is that by
2050 the entire energy system will be based on renewables.
Three measures will ensure a successful transition: Robust elec-
tricity transmission grids and strong interconnections to other
countries underpin the transition. This is the reason why En-
erginet.dk is expanding both the Danish electricity transmis-
sion grid and the international transmission lines.

Flexibility and effective interaction must be enabled between
the three energy systems (electricity/gas, heating and trans-
port). In future, one of the main challenges will be to store large
volumes of electricity for long periods of time with a view to
balancing the power system and make it less dependent on the
volumes of wind power available at any given moment. For this
purpose, the heating system, and especially the gas system, can
provide storage capacity for the power system as electricity can
be converted into gas and vice versa, and gas is storable. This
technology is expected to be the topic of several R&D projects
in Energinet.dk in the coming years.

Finally, the intelligent power system, which features communi-
cation between power generation, power consumption and the
other power system components —known as Smart Grid —is a
prerequisite for converting the energy system.

Developing the intelligent power system is absolutely central
to the development activities, and through its participation in
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Table 6: Key figures for Power system segment

(amounts in DKKm) 20Mm 2010 2009
Income statement

Revenue 3,391 3,674 3.843
Excess revenue/deficit for the year (13) 455 (365)
Operating profit/loss 340 775 365
Net financials (155) (105) (102)
Profit/(loss) for the year (36) 650 153
Balance sheet

Non-current assets 12,082 10,560 9,957
Current assets 1,671 1,426 1,064
ﬁ;gtg\ulated excess revenue/ 468 263 (192)
Balance sheet total 13,753 11,986 11,021
Interest-bearing debt 5,533 3,603 3,744
Equity 5,166 5,202 4,706
Other financial key ratios

Tariff (pre per kWh) 7.4 6.3 7.4

the Danish Minister for Climate, Energy and Building's Smart
Grid Network, Energinet.dk has helped prepare a number of
recommendations for realising the Smart Grid.

In 20m, Energinet.dk completed a unique development project
on the Smart Grid technology with the final testing of the so-
called cell controller. The cell controller is a prototype of the
Smart Grid of the future.

2011 also saw the start of the realisation of the largest Smart
Grid project so far, the EcoGrid EU, on the island of Bornholm.
Based on advanced Smart Grid technologies, EcoGrid EU is a
full-scale demonstration of a power system with a renewable
energy share of more than 50% and with electricity customers
as active consumers. Energinet.dk is behind the project, which
involves a large number of European partners. The project is
partly funded by the EU, which covers approx. half the project
costs.

The heat pump project is a project undertaken jointly with the
Danish Energy Agency which looks at the installation of heat
pumps as part of integrating the energy systems.

TWENTIES is an international EU project aiming to develop new
model and operational support tools for a power system with a
very high penetration of power generated from wind farms and
their joint operation with thermal plants. The project is de-
signed to identify and remove barriers to the large-scale inte-
gration of more wind power into the European power system.

Table 7: Revenue from Power
system segment

2008 2007 Amounts in
DKK million 20m 2010
Tariff income 2,555 2,262
4,051 3,164 )
Congestion rent 623 847
366 (352) o .
ower generation 6
743 (477) subsidies o 2
(110) (39) Other income 103 439
594 @ Total revenue 3,391 3,674
9,290 6,669
1,205 1,887
173 (193)
10,495 8,556
3,895 2,210
4,539 3,961
59 5.5

The power system of tomorrow is not just intelligent; it is also
largely invisible as the vision is for an undergrounded 400 kV
grid. However, so far the technology for undergrounding of long
stretches of the 400 kV grid is not sufficiently mature for the
financially viable undergrounding and operation of long 400 kV
cables to be possible. Energinet.dk is therefore spearheading a
number of development projects aimed at developing and im-
plementing technologies for long AC cables.

Energinet.dk is also involved in a large number of minor develop-
ment activities. For example, several activities are aimed at
streamlining the procurement and use of ancillary services, mod-
el tools for planning the power system of tomorrow are being
developed, and a large project is directed at optimising the opera-
tion and maintenance of the electricity grid. Finally, Energinet.dk
is involved in a number of international development activities.

Financial results for 2011

In 2011, revenue of DKK 3,391 million was generated by the busi-
ness segment, while a loss of DKK 36 million after tax was real-
ised. The business segment is managed according to a break-
even principle.

Revenue primarily takes the form of tariffs, but Energinet.dk
also realises congestion rents and other income, including reve-
nue from the balance market and power generation subsidies
granted by the Danish Energy Agency in support of local elec-
tricity generation.

Annual Report 2011 - Energinet.dk
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Table 8: Costs of Power system segment

Key figures (amounts in DKKm) 20m 2010
Payment for reserves/storage capacity 922 834
Payment for the 132/150 kV grid 538 493
Purchase of electricity (regulating power and

grid losses) s o 334 643
Subsidies for renewable energy generation 109 126
Other external expenses 331 430
Staff costs 230 223
Total costs 2,464 2,749

Revenue fell by DKK 283 million relative to 2010, which can be
attributed to a number of factors:

On the one hand, tariff revenue was up DKK 293 million relative
to the year before. The increase can primarily be ascribed to the
fact the Energinet.dk's tariff revenue in 2010 could not cover
costs,among other things due to the allocation of provisions
for future investments in the power grid. It was therefore nec-
essary to increase the grid and system tariff from DKK 0.063
per kWh in 2010 to DKK 0.074 per kWh in 2011.

On the other hand, congestion rents fell by DKK 224 million,
primarily due to a narrowing of the price differences between
Denmark and its neighbouring countries from 2010 to 2011.
Moreover, the balancing costs declined by DKK 343 million.
However, this is counterbalanced by a similar drop in the costs
of regulating power, which is one of the ancillary services used
to maintain system balance.

Costs mainly take the form of purchases of ancillary services,
availability payments for the 132/150 kV grids, coverage of grid
losses and other operating costs, see Table 8.

Total costs fell by DKK 285 million from 2010 to 2011, which is
primarily due to a reduction in the costs of regulating power
and expenses relating to non-Danish grids.

On the other hand, the costs of other ancillary services in-
creased in 2011 relative to 2010. The increase is primarily attrib-
utable to a growing need for reserve capacity at the power sta-

tions and for forced operation. Also, the market is affected by
the decommissioning of power stations, which is increasing
demand and thus pushing up prices.

The accumulated deficit increased by DKK 205 million from
2010 to 2011.

Focus areas 2012

Securing sufficient power and energy in the power system is
becoming an ever more central task as electricity generation
units based on fluctuating energy replace conventional, dis-
patchable power stations. Energinet.dk will therefore continue
to develop methods for handling this challenge.

Also, Energinet.dk will focus on further developing an effective
control concept for operating the power system in step with
the reserves for balancing the power system becoming fewer
and more expensive.

Increasing volumes of wind power call for more flexible elec-
tricity generation and electricity consumption. Flexibility can be
supported by an intelligent power system Smart Grid. Together
with the grid companies, Energinet.dk will therefore continue
the work on improving the Smart Grid.

In 2012, Energinet.dk will continue to invest in new electricity
infrastructure which will both improve the scope for exchang-
ing electricity between the countries in Northern Europe and
help integrate Denmark's new offshore wind farms into the
power grid.
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Figure 6: Development in grid and system tariffs 2007-2012
(fixed 2011 prices)
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Together with the German TSO soHertz Transmission, Energin-
et.dk is looking into the economics of establishing an offshore
power grid to connect any Danish and German wind farms on
Kriegers Flak with each other and with the grids in Denmark
and Germany. At the same time, the offshore power grid may
serve as an interconnection between the two countries. The
decision whether or not to proceed with the offshore power
grid is awaiting a political decision on whether to build a Dan-
ish offshore wind farm on Kriegers Flak. The project has re-
ceived funding from the European Economic Recovery Plan.

Developing the European electricity market remains a focus
area as a coherent European market with harmonised rules is
an important precondition for ensuring a rational transition to
renewable energy without unnecessary costs for consumers.
Following the introduction of new EU legislation, which orders
the electricity companies to unbundle the ownership of their
transmission activities from their production and trading, En-
erginet.dk initiated negotiations in November 2011 with the
owners of the ten regional electricity transmission companies
in Denmark on the takeover of the regional transmission grids.
Through the combined ownership of the regional electricity
transmission grids and the main electricity transmission grid, a
number of financial synergies can be achieved over a brief peri-
od of time which will ensure lower tariffs.

Outlook 2012
Energinet.dk's continuous efforts to improve efficiency are
helping to stabilise costs despite increasing activity levels.

The costs of ancillary services are expected to fall, while operat-
ing and maintenance costs are expected to remain unchanged.

Energinet.dk has submitted a bid for the 132 and 150 kV grids
owned by the regional transmission companies. The transac-
tion will not affect tariffs in 2012 as the availability payments
for the 132 and 150 kV grids will be replaced by financing costs,
depreciation, operating expenses etc. If the bid is accepted, tar-
iffs are expected to be reduced from 2013 onwards.

Based on a higher accumulated deficit in 2011, due among other
things to the allocation of provisions for future investments
and the break-even principle, the tariffs were generally in-
creased by 0.002 per kWh to DKK 0.076 per kWh for 2012.

Investment levels will remain high in the coming years Impor-
tant projects to be be commissioned in 2012 include the instal-
lations connecting the Anholt offshore wind farm to the power
grid and the DataHub, while a number of large projects will be
commissioned later, including Kassg-Tjele and Skagerrak 4.
These are expected to be commissioned in 2013-2015.
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Business
segments

On behalf of society, Energinet.dk has a statutory obli-
gation to perform certain tasks which are primarily
aimed at realising the energy polilcy ambition of
strengthening the use of renewable energy sources.
These tasks are known as the public service obligations
(PSOs).

For these services, consumers pay the so-called PSO
tariff.

Business segment — key figures
Revenue 2011: DKK 3,187 million

Non-current assets,end of 2011:  DKK 503 million

Subsidies for renewable

energy generation DKK 1,438 million
Purchase of electricity (PO) DKK 968 million
Subsidies for R&D DKK 186 million
Other PSO costs DKK 209 million
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Figure 7: Subsidies for renewable energy production
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Business segment

Subsidies for environmentally friendly power generation
Energinet.dk provides subsidies for electricity generated by
wind turbines and by local facilities fired with waste, gas or
biomass. This is done by measuring the production of the wind
turbines and facilities entitled to funding and and settling di-
rectly with the owners of the facilities.

The subsidies are settled according to two different principles:
Wind turbines and local CHP plants selling their power genera-
tion on market terms receive the difference between the statu-
tory settlement price and the market price at Nord Pool Spot.
For other wind turbines and facilities, Energinet.dk buys the
power generated and pays the statutory settlement price for it.
Energinet.dk then sells the power on Nord Pool Spot.

Moreover, Energinet.dk pays compensation to local CHP plants
which have paid CO, tax on fuels for power generation.

Subsidies for R&D

Energinet.dk has a politically determined annual budget of DKK
130 million for supporting R&D and the demonstration of envi-
ronmentally friendly power generation technologies. The pro-
gramme is known as ForskEL.

In addition to the ForskEL programme, Energinet.dk administers
the ForskVE programme, which is a subsidy programme sup-
porting the dissemination of photovoltaic cell, wave power and
biogasification technologies with DKK 25 million a year.

Figure 8: Allocation of ForskEL funding 2012
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The programme initially covered the 2008-2011 period, and it
has not yet been decided politically whether it is to continue.

Each year, the Danish Minister for Climate, Energy and Building
determines the focus areas to benefit from PSO-financed R&D
following recommendations from Energinet.dk. Support is
granted to projects applying for funding on the basis of a pro-
fessional assessment performed by an external, international
expert panel and Energinet.dk. In addition, applications are
coordinated with the Danish Council for Strategic Research and
with the energy research programmes funded by the Danish
Energy Agency and Danish Energy Association.

Environmental reporting

Each year, Energinet.dk publishes a statutory environmental
report providing a statement of emissions of substances harm-
ful to the environment and to the climate from electricity and
CHP generation in Denmark. Moreover, a 10-year forecast of
developments in emissions is published. In addition to the
statement of the environmental impact of the electricity sector,
the report comprises a statement of Energinet.dk's own envi-
ronmental impact in operating the electricity and natural gas
transmission systems, and an environmental impact statement
stating the environmental impact of consuming one kWh of
electricity in Denmark.

The environmental report is published on 1 May each year,
whereas the environmental impact statements are published
on 1 March each year, both at www.energinet.dk.
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Table 9: Key figures for Promotion of environmentally friendly energy — PSO segment

Amounts in DKK million 20m 2010 2009
Revenue 3,187 3,766 4,330
Excess revenue/deficit for the year 696 (190) 28
Balance sheet

Non-current assets 503 493 673
Current assets 1,350 859 1,147
Accqmulated excess revenue/ 876 304 494
deficit

Balance sheet total 1,853 1,352 1,820
Interest-bearing debt 979 941 941
Equity [¢) o] o
Other financial key ratios

Tariff (average for the year) gre/ 77 86 106

kWh

Other subsidies

Energinet.dk pays a statutory annual amount of DKK 60 million
to the Danish Safety Technology Authority and provides fund-
ing for the grid connection of environmentally friendly power
generation units. Finally, Energinet.dk collects DKK 25 million a
year for an R&D programme on energy conservation and ener-
gy optimisation, which is administered by the Danish Energy
Association.

ForskEL programme in 2011

In 201, Energinet.dk received a total of 60 applications for fund-
ing under the ForskEL programme, of which 22 projects were
granted a share of the available pool of DKK 130 million.

In recent years, much of the funding has been granted to pro-
jects looking into the integration of renewable energy. This was
also the case in 2011, where almost one third of the funding
was allocated to Smart Grid projects. Some of the funding went
to a consortium which aims to demonstrate the intelligent
control of flexible electricity consumption and electricity pro-
duction.

The largest single amounts were given to a biomass and waste
project and a fuel cell project. Wave power was the subject of
many of the ForskEL applications. Five wave power projects
were prioritised for funding.

Financial results for 2011
Segment revenue totalled DKK 3,187 million. The business seg-
ment is managed according to a break-even principle.

Table 10: Revenue from Promotion of envi-
ronmentally friendly energy — PSO segment

2008 2007 Amounts in DKK million 201 2010
3,394 5,634 Tariff revenue 2,601 3,004
(27) (410) Sale of electricity from
wind turbines 456 628
and other RE facilities
1,089 1,482 .
Sale of electricity from 0 :
1041 1033 local CHP plants 3 34
466 493 Total revenue 3,187 3,766
2,130 2,515
1,304 1,280
o o
5.2 12.4

Revenue primarily takes the form of tariff revenue and income
from the sale of environmentally friendly power generation
from wind turbines and local CHP plants.

Total revenue was down DKK 579 million relative to 2010, main-
ly due to falling tariff revenue and a fall in sales of environmen-
tally friendly power generation from especially wind turbines
due to the fact that they have made the transition to selling
electricity on market terms.

Costs consist chiefly of financial support for environmentally
friendly power generation and research in new technologies for
environmentally friendly power generation. The subsidies de-
pend to a large extent on the electricity market price as Energi-
net.dk's subsidies are at their lowest when the electricity price
is high and vice versa.

In 201, Energinet.dk paid subsidies totalling DKK 2,438 million
to generators of environmentally friendly power against DKK

2,341 million in 2010. The increase of DKK 97 million can be as-
cribed mainly to a number of newly connected wind turbines

and biomass-fired electricity generation units.

In addition, payments to local CHP plants receiving compensa-
tion for their CO, taxes were up. In connection with the passing
of the Danish Promotion of Renewable Energy Act in 2010,
plants were able to apply to Energinet.dk for compensation for
some of their CO, charges from 2010. The plants made in-
creased use of this possibility in 201, relative to 2010.

Annual Report 2011 - Energinet.dk
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Table 11: Costs of Promotion of environmen- Figure 9: Development in PSO tariff 2007-2012 (fixed 2011 prices)
tally friendly energy — PSO segment

. pre/kWh
(amounts in DKKm) 2011 2010
Subsidies for renewable 2438 2341 e
energy generation ’ '
Purchase of electricity \
(subject to purchase obli- 968 647 12

gation)
Subsidies for R&D 186 201 /\ /
Other PSO costs 209 138

9
Total costs 3,801 3,327 \/

2007 2008 2009 2010 20M 2012

On the other hand, other costs fell in 2011 relative to 2010, At the beginning of 2012, an accumulated deficit was realised
which is primarily due to the discontinuation in 2011 of Energi- which is largely expected to be covered via the tariffs charged
net.dk's payments in respect of the plants' minimum genera- in 2012.

tion capacity.

Due to lower revenue and larger subsidies for renewable ener-
gy, the deficit increased by DKK 572 million from 2010 to 201,
resulting in an accumulated deficit at the end of 2011 of DKK
876 million.

Focus areas 2012

In order to support the increased used of small private electrici-
ty-generating plants based on renewable energy, so-called mi-
cro units, as well as small PV installations, a new subsidy
scheme was introduced in 2010. The scheme is administered by
Energinet.dk. The scheme attracted markedly increased interest
in 201, and interest in establishing PV and micro units is ex-
pected to remain high in 2012.

Outlook 2012

The subsidies for wind power are expected to increase relative
to 20m, partly because of more production from new land-
based wind turbines that receive a fixed subsidy of DKK 0.25/
kWh, and partly following the expected commissioning of the
Anholt offshore wind farm in autumn 2012.

On the other hand, subsidies for wind turbines subject to a
purchase obligation are expected to fall as they start operating
on market terms due to use-up of all full-load hours or due to
age.
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Business
segments

Energinet.dk owns, operates and develops the Danish
gas transmission network and the international pipe-
lines to Sweden and Germany.

The enterprise is responsible for ensuring that the gas
transmission network is available to the commercial
players, that capacity is sufficient to ensure the gas
supply to Danish consumers and that the gas market is
well-functioning.

For these services, consumers pay the so-called
gas tariffs.

Energinet.dk's gas system

Approx. 860 km of gas pipelines
46 meter and regulator stations

Business segment — key figures
Revenue 2011: DKK 628 million
Non-current assets, end of 2011 DKK 4,260 million
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Figure 10: Costs of emergency supply in gas system
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Business segment

Tomorrow's gas system

Energinet.dk must at the same time handle the operation of
the gas system and make sufficient capacity available in the
gas transmission system to ensure that a fall in Danish natural
gas production does not disrupt supplies in Denmark and
Southern Sweden, which receives all its gas supplies via Den-
mark. The gas infrastructure must therefore enable the short-
term sourcing of natural gas from areas other than the North
Sea.In the long term, the gas infrastructure must support the
transition of the energy system to renewable energy.

Security of supply

Security of supply is a core concern for Energinet.dk, which is
responsible for ensuring sufficient capacity for transporting gas
to all gas consumers in Denmark and Southern Sweden.

Long-term security of supply must be ensured by adding the
necessary gas infrastructure.

Daily security of supply is maintained through the efficient
operation of the gas system, optimised maintenance of the gas
transmission network and collaboration with neighbouring
TSOs.

A well-functioning gas market

Well-functioning international gas markets are a precondition
for Danish households, enterprises and institutions being able
to purchase gas at prices based on genuine and fair competi-
tion. For this reason, Energinet.dk is engaged in developing and

Table 12: Gas transport 2010 and 201

(GWh) 20M 2010
Transport in gas transmission network 76,190 95,965
Imports (from Germany) 11,897 16,382

Exports (to Sweden and Germany) 36,004 46,687

Consumption 40,186 49,278

adapting the market design. Much of this work takes the form
of partnership projects with other members of ENTSOG, the
European Network of Transmission System Operators. The aim
is to ensure that the frameworks established for the future
regional and international markets will be of benefit to Den-
mark.

In Denmark, the gas market is developed in open dialogue be-
tween Energinet.dk, the national authorities and the commer-
cial players in the gas market.

Events and investments in 2011

Security of supply and gas quality in 2011

As has been the case for many years, Energinet.dk maintained a
high level of security of supply to gas consumers in 2011.

On two occasions, the gas supply from the North Sea was dis-
rupted for more than 24 hours. In February, technical problems
restricted gas production for three days. The incident coincided
with a period of cold weather with high consumption. In De-
cember, high waves in the North Sea meant that gas produc-
tion had to be reduced for just over 24 hours. In both cases, the
gas supply to all consumers was maintained, among other
things with supplies from Germany and from the two Danish
natural gas storage facilities.

Since the establishment of the gas transmission network in the
1980s, Danish gas quality has been very high and uniform.
However, imports of gas from Germany, which started in the
autumn of 2010, have led to a more varied gas quality with a
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Figure 11: Gas transport 2010-2011
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lower calorific value. This has affected consumers, especially in Energinet.dk is responsible for the supply of gas to all
Southern Jutland, whose gas installations had to be adjusted to Danish consumers in so-called emergency supply situ-
tolerate the greater variation in quality permitted by the Dan- ations. These include all cases of serious disruption of
ish gas rules. the natural gas supply to Denmark, usually in combina-
tion with extremely low temperatures and high levels
The tools used by Energinet.dk to ensure emergency supplies to of consumption.
customers in a critical situation can to some extent replace
each other. Energinet.dk is constantly working to optimise its In emergency supply situations, supplies come from
purchasing strategy to ensure that the cheapest possible ca- the two Danish natural gas storage facilities, from the
pacity is always bought. In this context, it should be mentioned Syd Arne pipeline in the North Sea and from Germany.
that the costs of emergency supplies have fallen for three con- Moreover, Energinet.dk has entered into contracts with
secutive years, see Figure 10. the largest gas consumers which will interrupt or re-

duce their gas consumption in such situations.
At the end of 2010, the EU adopted a new security of gas supply
regulation. The regulation introduces new, harmonised rules on
emergency supplies in the member states. In outline, the gas
supply to private consumers, small industrial enterprises, par-
ticularly vulnerable consumers and district heating plants is
guaranteed in emergency supply situations. The regulation
introduces the concepts of regional solidarity, and the Danish
emergency supply measures should therefore also take the
neighbouring countries into account. Finally, the new rules will
change the distribution of responsibilities in respect of the
Danish consumers' security of supply.

Energinet.dk and the Danish Energy Agency are currently inves-
tigating the full consequences of the regulation and will imple-
ment the necessary changes to the emergency supply model in
collaboration with the gas sector. The first changes are expect-
ed to take effect from 1 October 2012, which is the commence-
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Figure 12: Expected gas consumption and gas production from
Danish North Sea fields 2012-2020
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ment date of the new regulations in respect of particularly vul-
nerable consumers and a new crisis management structure.
The system will undergo various adjustments over the coming
years, probably up until 2014/15 when the conditions for emer-
gency gas supplies will change markedly. The expected changes
will be brought about by the commissioning of a new compres-
sor station in Egtved and by the fact that production will by
then have started up at new gas fields in the North Sea.

Danish gas market in 201

The cold winter in 2010/11 resulted in a strong demand for gas in
Denmark and Southern Sweden, and between the end of De-
cember and the beginning of January the highest gas consump-
tion ever was measured. At the same time, supplies from the
North Sea did, for the first time ever, not reach normal levels at
times of very high demand. Finally, storage facilities were not
particularly full due to the early start of winter. All in all, these
factors led to a strong call in the market for gas imports from
Germany. This resulted in congestion on the Danish/German
border.The limited supply meant that prices at the Nord Pool
Gas exchange were approximately 70% higher than in Germany
and the Netherlands at this time. Normally, they are approx.
5-10% higher.

Then followed a period when gas was imported from Germany
with only little congestion. From around 1 April until mid-No-
vember, gas was exported to Germany, after which imports
resumed. However, no congestion (insufficient capacity) has
been experienced on the Danish/German border at Ellund since
mid-February.

Table 13: Major construction projects, gas

Realised Total Expected

Amounts in DKK million 201 budget commissioning
Infrastructure gas pipeline

§a5 PP 372 1,681 2013

Ellund-Egtved

Table 14: Major development projects, gas

Realised in 2011,

DKKm
Biogas strategy 3.4
New emergency supply scheme 2.7
Gas exchange and market development 2.6
Other projects 3.9
Total development activities 12.6

Since February, the Nord Pool Gas prices have been very similar
to the gas trading prices in Germany and the Netherlands with
hardly any of the price discrepancies previously seen between
the exchanges. In 2010, the Nord Pool Gas price was typically
EUR 0.5-1/MWh higher than the European prices, while prices
were identical for long periods of 2011. For short intervals, the
Nord Pool Gas price was even lower than the German and
Dutch prices. This is probably due to the fact that the market is
now able to import gas physically from Germany, which has
coupled Denmark and Europe closer.

In June 20m, Energinet.dk temporarily suspended the annual con-
tracts at the Ellund to Germany and Draggr to Sweden cross-bor-
der points. This was done to prepare for the achievement of the
overall objective for Danish and European market development,
namely to make it possible for customers to order capacity as a
single product on both sides of the border by means of auctions.
Annual contracts will be reintroduced in 2012 when the old capac-
ity contracts expire and it is possible to couple up with Germany
capacity.

The introduction of transport capacity auctions between the
European countries will ensure interaction between the national
gas systems and more transparent competition in the gas mar-
ket. Work on the new rules is anchored in ENTSOG, the European
Network of Gas Transmission System Operators. The change
applies until pan-European rules make it possible to order capac-
ity as a single product across the borders. Energinet.dk is contin-
uing its dialogue with the neighbouring countries and is work-
ing to find a broader regional solution via the ENTSOG network.




Table 15: Key figures for Gas system segment

Amounts in DKK million 20m 2010 2009
Income statement

Revenue 628 881 805
Excess revenue/deficit for the year (153) (107) 74
Operating profit/loss 274 180 78
Net financials (88) (89) (91)
Profit /(loss) for the year 146 36 13
Balance sheet

Non-current assets 4,260 4,073 4,035
Current assets 431 591 435
ﬁggiirpulated excess revenue/ (508) (261) (152)
Balance sheet total 4,691 4,664 4,470
Interest-bearing debt 2,183 2,297 2,762
VEquity 499 353 317
Other financial key ratios

;sapraaty payments, DKK/kWh/t/ 1054 1054 154
Volume payments, gre/kWh 0.2 0.2 0.2
Emergency supply payments, gre/ 058 082 o7

kWh

/

Table 16: Revenue from Gas system segment

20082007
Tariff revenue 609 841

747 826 Other income 19 40

(23) (218) Total revenue 628 881

(9) (a) Excess revenue/deficit (153)  (107)

(142) (116) EU grants 3 o

(120) (36) Other operating income 132 o
Total revenue 820 774

4,344 4,407

383 769

(228) (205)

4,727 5176

2,829 2,823

297 423

8.58 14.01

0.10 0.15

0.61 ,

Construction projects

In the spring of 201, Energinet.dk commenced the construction
of a new compressor station on its site in Egtved. In conjunction
with a looping of the gas pipelines from Egtved to Ellund on the
Danish/German border, the compressor station should increase
import capacity from Germany. The project is expected to be
completed in autumn 2013. An increase in import capacity is
necessary because gas production in the Danish part of the
North Sea is declining fast, and within a few years production is
expected to be unable to keep up with demand in the Danish/
Swedish gas market. The capacity expansion was decided in
connection with a so-called Open Season bidding process in
2009 where market players called for an increase in capacity
under binding contracts for terms of up to 10 years in both Ger-
many and Denmark.

Expansion of the gas system in Southern Jutland is thus an
important precondition for ensuring future gas supplies to
Danish and Swedish consumers, see Figure 12. At the same time,
gas supplies from several sources and suppliers increase securi-
ty of supply, while also intensifying competition.

The project has been granted EUR 100 million in funding from
the European Economic Recovery Plan, corresponding to just
under half of the investment.

For the full benefits of the increased Danish capacity to be
reaped, the gas transmission network in Northern Germany
must also be expanded. So far, Gasunie Deutschland, which
owns the gas transmission network in Northern Germany, has

decided to add a compressor station near Bremen, which will
increase capacity to Denmark.

Development activities

Gas based on renewable energy can ensure a stable and flexi-
ble energy supply in tomorrow's fossil-free energy system.Thus,
an important step was taken in 2011 when the waste-water
utility Fredericia Spildevand and Dong Energy in 2011 supplied
the first biogas to the Danish gas distribution network. The gas
is produced at a waste-water plant and upgraded to natural
gas quality. So far, biogas has been sold directly to local CHP
plants, but a certification system introduced by Energinet.dk in
the Danish gas market in 2011 facilitates the trade of bio natu-
ral gas (which is the name of the upgraded biogas).

To further promote the use of RE gases in the gas system, En-
erginet.dk has launched an initiative aimed at investigating the
possibilities for improving the integration of biogas and other
RE gases into the gas system. Among other things, an analysis
is being carried out to establish whether it is socio-economical-
ly profitable to introduce biogas in the gas transmission net-
work, or whether introducing biogas in clearly defined local gas
networks would be more advantageous.

Financial results for 2011

Revenue fell from DKK 881 million in 2010 to DKK 628 million in
2011. The business segment is managed according to a break-
even principle.

Annual Report 2011 - Energinet.dk

ol



Table 17: Costs of Gas system segment

Amounts in DKK million 2011 2010

Storage costs 81 2
Emergency supply costs 206 242
External operating costs 55 60
Staff costs 80 75
Total costs 422 379

Tariff revenue fell from DKK 841 million in 2010 to DKK 609
million in 2011. The fall is primarily due to a drop in exports to
Germany and a fall in Danish consumption. Moreover, the
emergency supply tariff was reduced markedly in 201, further
exacerbating the decrease in revenue.

Other operating income and EU grants are up relative to 2010,
primarily for two reasons. Firstly, Energinet.dk realised a profit
on the extraordinary sale of emergency gas of DKK 132 million.
The sale was made possible by a lowering of the reserve re-
quirements following amendments to German legislation on
emergency supplies and the improved availability of gas from
Germany. Secondly, Energinet.dk received funding of DKK 213
million from the European Economic Recovery Plan earmarked
for expanding the gas transmission network between Ellund
and Egtved.

Storage and emergency supply service costs rose from DKK 244
million in 2010 to DKK 287 million in 2011. The DKK 43 million
increase is primarily attributable to costs incidental to gas im-
ports from Germany.

Depreciation and amortisation was down DKK 91 million from
2010 to 2011 due to the economic lives of the existing installa-
tions having been extended from 2029 until 2053 as a result of
the investment in the gas transmission network between El-
lund and Egtved. The investment improves the gas transmis-
sion system to Germany and is expected to ensure sufficient
gas supplies up until 2053.

Figure 13: Development in gas transmission tariffs 2007/2008-
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Total investments amounted to more than DKK 400 million in
2011 and related primarily to the Ellund-Egtved project.

At the end of 2011, excess revenue amounted to DKK 508 mil-
lion compared to DKK 261 million in 2010.

Focus areas 2012

Energinet.dk constantly focuses on increasing the efficiency of
its gas transmission business to ensure the lowest possible
tariffs for customers. As regards emergency supplies, particular
focus is on reducing the costs of procuring emergency supply
tools.

In the next couple of years, the gas supply situation in Denmark
and Southern Sweden may become strained on account of the
fall in production from the Danish North Sea gas fields. Even
though imports from Germany may make up for shortages in
the course of any one year, the decline in the Danish gas pro-
duction will hamper the flexibility of the gas market until the
gas transmission system in Jutland and Northern Germany is
expanded in 2013. Energinet.dk has therefore asked the market
players to assess how they can ensure sufficient flexibility and
sources of supply until 2013.

An expansion of the gas transmission network in Northern
Germany over and above the adopted upgrade of a compressor
station near Bremen will be decisive to the future supply situa-
tion in Denmark. This was confirmed by the European Network
of Gas Transmission System Operator’s (ENTSOG) 10-year plan
for the development of the European gas system which was




published in 2011. Energinet.dk has taken a number of steps to Egtved-to-Ellund gas pipeline will intensify, which means that
encourage dialogue with German and Dutch decision-makers, more income from the European Economic Recovery Plan will
and the endeavours to obtain confirmation of the German ex- be recognised in 2012. Energinet.dk expects to invest DKK 969
pansion plans will continue in 2012. million in the Ellund-Egtved project in 2012.

Energinet.dk is also looking at various possibilities for supplying
Denmark with natural gas from Norway.

Until import capacity from Germany improves, dependence on
the Danish gas storage facilities will grow. Moreover, the facili-
ties will come to play an important role in transforming the
energy system as the expansion of fluctuating wind power
generation creates a need for storing large volumes of energy
during windy periods and drawing on the flexibility offered by
the storage of energy during less windy periods.

Market development is also expected to gain momentum in
2012. Recent EU legislation defines a number of targets for 2014
which will require the efforts and changes introduced in 2010-
2011 to be intensified. Initiatives include the greater use of auc-
tions for allocating transmission system capacity, while more
work must be done on new mechanisms for handling conges-
tion with a view to optimising capacity use.

Outlook 2012

Tariff revenue for 2012 is expected to fall relative to 2011; accu-
mulated excess revenue was realised at the beginning of 2012,
which will be repaid to consumers.

Activities concerning the compressor station in Egtved and the
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Business
segments

Energinet.dk owns and manages two commercial com-
panies, namely Energinet.dk Gaslager A/S, which ad-
ministers the natural gas storage facility in Lille Torup
and sells capacity on commercial terms, and Energinet.
dk Associated Activities A/S, which leases capacity in
optical fibre cables and sells consultancy services.

Business segment - Commercial

activities
Gas storage facility: Capacity 696 million Nm3
Revenue 2011: DKK 249 million

Non-current assets, end of 2011 DKK 2,207 million

55



Table 18: Key figures for Commercial activities segment

Amounts in DKK million 201 2010 2009

Income statement

Revenue 249 253 251
Operating profit/(loss) 99 97 102
Net financials (63) (72) (86)
Profit/(loss) for the year 18 n 1
Balance sheet

Non-current assets 2,207 2,303 2,381
Current assets 3 55 37
Balance sheet total 2,210 2,359 2,418
Interest-bearing debt 1,591 1,724 1,791
Equity 4 35 46

Business segment

Energinet.dk Gaslager A/S

Energinet.dk Gaslager A/S is an Energinet.dk subsidiary tasked
with selling storage capacity in the gas market on commercial
terms.The gas is stored in seven caverns in a large subterrane-
an salt dome. The gas storage facility in Lille Torup near Viborg
is one of two facilities in Denmark.

The facility is important for maintaining security of gas supply,
while the availability of storage capacity is a precondition for a
well-functioning gas market.

Energinet.dk Associated Activities A/S

The subsidiary Fibertransmission.dk changed its name to En-
erginet.dk Associated Activities A/S in 2011 and drafted new
articles of association.

Energinet.dk Associated Activities A/S leases out available ca-
pacity in the optical fibre cables which have been established in
connection with Energinet.dk's electrical overhead lines and
cables. Energinet.dk uses the fibre cables to operate and moni-
tor the power system. The capacity which Energinet.dk does
not utilise is leased out on commercial terms. Moreover, Energi-
net.dk leases out space for installing mobile antennas on its
high-voltage pylons.

At the request of Danish industry, Energinet.dk also sells energy
consultancy services within its core competencies in other
countries, in particular its knowledge and experience of inte-
grating renewables into the power system. Projects often in-

2008 2007
240 172
n 59
(94) (62)
(17) 50
2,449 2,57
27 76
2,476 2,647
1,826 1,915
45 63

volve knowledge transfer via clearly defined projects or general
teaching and training activities.

Events and investments in 2011

Sale of gas storage capacity

Energinet.dk Gaslager A/S sells capacity at auctions. 2011 was
still characterised by modest seasonal differences in the gas
price. This meant that the auctions in March did not sell out
completely. However, most of the unsold capacity was later sold
on monthly contracts.

Maintenance of gas storage facility

In October 201, the gas storage facility was granted permission
by the environmental authorities to releach one of the seven
caverns. Releaching is necessary because the caverns naturally
shrink over time. In connection with the releaching, it is possi-
ble to replace certain safety components and to inspect pipes
and components. This forms part of the necessary maintenance
of the facility. The work started in December and is expected to
take about one year.

Energinet.dk Gaslager A/S expects to subsequently be granted
permission to releach the remaining caverns. All in all, this will
increase storage capacity by 15%, which safeguards security of

supply.

Sale of consultancy services
Energinet.dk Associated Activities has seen a strong demand
for consultancy services during the first year.




Table 19: Revenue from Commercial activities segment

(amounts in DKKm) 201 2010
Energinet.dk Gaslager A/S 244 248
Energinet.dk Associated Activities A/S 14 5
Total income 258 253

Table 20: Costs of Commercial activities segment

(amounts in DKKm) 20Mm 2010
Energinet.dk Gaslager A/S 35 42
Energinet.dk Associated Activities A/S 10 1
Total costs 45 43

The largest assignment was undertaken on behalf of Eastern
Africa Power Pool, a network of members from nine East African
countries. Energinet.dk Gas Storage provided advice on how to
operate and develop a coherent power system across national
borders and with particular focus on cross-border trading to
ensure stable and sufficient electricity supplies for the popula-
tion. In Dubai, the Energinet.dk and two Belgian advisers are
investigating the technical and economic consequences of inte-
grating renewable energy into the energy system. Also, Energi-
net.dk has worked with other Danish advisers and companies
on projects in Estonia, Belgium, Togo, East Africa, South Africa,
Sri Lanka, China and Mexico. Energinet.dk is currently engaged
in a new project involving the transfer of know-how on the grid
connection of offshore wind farms.

Financial results for 2011

Energinet.dk Gaslager A/S

Revenue from storage services totalled DKK 242 million in 2011,
which is on a par with 20710.

External costs and staff costs amounting to DKK 35 million have
been realised, which is also on a par with 2010.

A profit of DKK 16 million was recorded, up DKK 7 million on
2010.

Equity was negatively impacted by unrealised fair value adjust-
ments of financial instruments of DKK 28 million, which have
been recognised in equity.

Table 21: Operating profit/(loss) in Energinet.dk Associated Activities

Key figures (amounts in DKKm) 20m 2010
Fibre rent 4 4
Antenna rent 1 o
Consultancy services () o
Operating profit/loss 4 4

Energinet.dk Associated Activities A/S

Energinet Associated Activities A/S recorded total revenues of
in 2011 of DKK 14 million, comprising revenue from consultancy
services of DKK 5 million and lease income of DKK g million.
Revenue is up DKK g million relative to 2010, due an increasing
demand for consultancy services.

External costs of DKK 10 million were realised, up DKK 9 million
on 2010.This is primarily attributable to costs associated with
the increase in activity levels.

A DKK 2 million profit was realised, which is on a par with 2010.
The consultancy business started up in 2011 and realised a mi-
nor loss in the first year. Activities are expected to generate a
profit in future.

Focus areas 2012

Energinet.dk Gaslager A/S will continue to develop storage
products in dialogue with customers. Because of this and the
market conditions mentioned, Energinet.dk Gaslager A/S will
develop more short products, while at the same time making it
easier and swifter to buy these products. Revenue from consul-
tancy services is expected to double in 2012. A number of pro-
jects in Europe, Africa, Central America and South America may
be in the pipeline.

Outlook 2012

Energinet.dk Gaslager A/S and Energinet.dk Associated Activi-
ties A/S are expected to realise results in 2012 which are on a
par with results for 2011.
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Income statement

Note Amounts in DKK million 2011 2010
Tariff revenue, grid 2,555 2,262

Tariff revenue, PSO 2,601 3,004

Tariff revenue, gas transmission 609 841
Congestion rents 623 847

Fee income for balancing the power system 50 417

Sale of PO electricity 586 762
Commercial revenue 184 180

Other revenue 161 167

1 Revenue 7,369 8,480
2 Excess revenue/deficit 530 158
EU grants 221 ¢

3 Other operating income 141 9
Total revenue 8,261 8,647

1 External costs (6,326) (6,109)
4 Staff costs (320) (308)
Total costs (6,646) (6,417)

Depreciation, amortisation and impairment losses for property, plant and equipment as well as

intangible assets (866) 1144)
Profit before net financials 749 1,086
Profit in associates after tax 2 2
6 Financial income 44 34
7 Financial expenses (388) (338)
Pre-tax profit 407 784
8 Tax on profit/(loss) for the year (279) (89)
Profit for the year 128 695
The following distribution of the profit for the year is proposed:
Strengthening of contributed capital 176 154
Other reserves (48) 541
Total 128 695
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Assets

Note Amounts in DKK million 201 2010

Intangible assets

Goodwill 393 418
Rights 274 272
Software 166 245
Assets in the course of construction and prepayments on intangible assets 57 30
9 Total intangible assets 890 965
Property, plant and equipment
Land and buildings 480 385
Production plant 14,819 14,662
Cushion gas 458 532
Other plant, tools and operating equipment 18 79
Assets in the course of construction and prepayments on property, plant and equipment 2,249 764
10 Total property, plant and equipment 18,124 16,422
Investments
Equity investments in associates 37 35
Other equity investments 1 1
1 Total investments 38 36
Total non-current assets 19,052 17,423
Inventories 8o 120
Receivables
Trade receivables 323 40
12 Receivables from associates 1 85
19 Corporation tax 65 o)
13 Other receivables 1,341 1,409
2 Deficit 1,344 567
Prepayments 1 33
Total receivables 3,095 2,134
Cash 280 660
Total current assets 3,455 2,914
Total assets 22,507 20,337
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Equity and liabilities

Group
Note Amounts in DKK million 201 2010
Equity
Contributed capital 3,157 3,157
Strengthening of contributed capital 834 658
Other reserves 1,678 1,754
Total equity 5,669 5,569
Provisions
14 Deferred tax liabilities 2,362 2,717
15 Provisions 1,389 1,158
Total provisions 3,751 3,875
Long-term liabilities other than provisions
16 Payables to credit institutions and mortgage debt 8,054 6,110
17 Deferred income 331 402
18 Lease commitment 7 o
Total long-term liabilities other than provisions 8,456 6,512
Short-term liabilities other than provisions
16 Current maturities of long-term liabilities other than provisions 592 1,208
17 Current maturities of long-term deferred income 13 2
18 Current maturities of long-term lease commitment 6 o
Payables to credit institutions 1,640 1,337
Trade payables 239 210
19 Corporation tax 0 40
2 Excess revenue 508 261
20 Other payables 1,633 1323
Total short-term liabilities other than provisions 4,631 4,381
Total liabilities other than provisions 13,087 10,893
Total equity and liabilities 22,507 20,337
21 Provision of security and charges
22 Group derivative financial instruments
23 Contingent liabilities and other financial liabilities

24 Auditing fee
25 Related parties
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Statement of changes in equity

Strength-
Contrib- ening of Other
uted contribut- re-

Amounts in DKK million capital ed capital serves Total

Equity at 1January 2010 3,157 504 1,389 5,050
Adjustment, beginning of year (154) (154)
Profit for the year 154 541 695
Value adjustment of hedging instruments, beginning of year 6 6
Value adjustment of hedging instruments, end of year (29) (29)
Foreign currency translation adjustment of equity investments, end of year 1 1
Equity at 31 December 2010 3,157 658 1,754 5,569
Profit/(loss) for the year 176 (48) 128
Value adjustment of hedging instruments, beginning of year 29 29
Value adjustment of hedging instruments, end of year (57) (57)
Foreign currency translation adjustment of equity investments, beginning of year (1) ()
Foreign currency translation adjustment of equity investments, end of year 1 1

Equity at 31 December 201

Other reserves are profits which cannot be distributed under special legislation.

Balance Move- Balance

at1Janu- ments at 31

ary 20m of the Decem-
Balance for other reserves can be specified as follows: period ber 20m
Income from congestion rents transferred to reserves, incl. capitalisation 1,915 (425) 1,490
EU grants transferred to reserves o) 165 165
Results from commercial activities 43 18 61
Depreciation of decommissioning costs in respect of facilities acquired before

(79) (21) (100)
1January 2005
Unrealised translation adjustments, net financials 6 o 6
Adjustment of deferred tax (76) 328 252
Results of Regionale Net.dk A/S (27) (113) (140)
Fair value adjustment of financial instruments (29) (28) (57)
Foreign currency translation adjustment of equity investments 1 o 1
Other reserves at 31 December 20m 1,754 (76 1,678
Conges- ' Great
- : . tion rents Capi- Belt
Balance for income from congestion rents transferred to reserves can be speci- talisa- Power
trans-

fied as follows: ey ke tion Link Total
Balance at1January 2011 resesré/gs 50 1,271 1,915
Annual transfer to reserves incl. capitalisation 100 22 o 122
Transfer on commissioning of plant (6) 6 o
Reversal to tariff base for the year o o (35) (35)
Tax (172) (18) (322) (512)
Balance at 31 December 201 516 54 920 1,490
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Cash flow statement

Amounts in DKK million 2011 2010
Profit for the year before net financials 749 1,086
Reversal of items not affecting cash flows (126) (58)
Depreciation, amortisation and impairment losses for property, plant and equipment as well as intangible 366 1144
assets

Payments in respect of provisions (23) (9)
Change in inventories 18 (54)
Change in receivables 108 36
Change in liabilities 149 377
Change in accumulated deficit (530) (158)
Cash flows from operating activities before net financials 1,21 2,364
Interest receivable 46 31
Interest payable (428) (366)
Cash flows from ordinary activities 829 2,029
Paid corporation tax (728) (92)
Cash flows from operating activities 101 1,937
Investment in intangible assets (64) (64)
Investment in property, plant and equipment (2,166) (1,040)
Sale of property, plant and equipment 205 1
Cash flows from investing activities (2,025) (1,103)
Proceeds from long-term borrowings 2,378 500
Repayment of long-term borrowings (1,158) (886)
Short-term borrowings/repayment, net 324 (205)
Cash flows from financing activities 1,544 (591)
Change in cash and cash equivalents (380) 243
Cash and cash equivalents at 1January 660 417
Cash and cash equivalents at 31 December 20m 280 660

The cash flow statement cannot be derived directly from the balance sheet and the income statement.
Cash and cash equivalents comprise received EU grants of DKK 193 million at 31 December 2011. Energinet.

dk has received these funds but does not finally acquire any rights in respect of these until the conditions for
receiving the grants have been met.
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Notes

Amounts in DKK million

Note 1: Segmental income statement

Tariff revenue
Sale of electricity from wind turbines and other RE

facilities

Sale of electricity from local CHP plants
Congestion rents

Fee for balancing the power system
Power generation subsidies

Other income

Revenue

Excess revenue/deficit

EU grants

Other operating income

Total income

Subsidies for renewable energy production
Purchase of electricity

Financial support to research and development
Other PSO costs

Compensation for grid losses

Purchase of regulating power

Payment for the 132/150 kV grids
Payment for reserves/storage capacity
Expenses relating to foreign grids
Payments relating to supervision

Other external operating expenses
Total external expenses

Staff costs

Total costs/expenses

Depreciation, amortisation and impairment losses
for property, plant and equipment as well as intan-
gible assets

Profit before net financials

Net financials

‘

Pre-tax profit
Tax on profit/(loss) for the year
Profit/(loss) for the year
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Environ-

mentally
friendly Com- Annual Annual
Power energy — Gas mercial Elimina- Report Report

system PSO system  activities tions 2011 2010
2,555 2,601 609 o] o] 5,765 6,107
o) 456 o) o] o] 456 628
o 130 o o o 130 134
623 o o o) o) 623 847
50 o o o o 50 417
110 o o o) o] 110 126
53 o 19 249 (86) 235 221
3,391 3,187 628 249 (t:19) 7,369 8,480
(13) 696 (153) o o 530 158
8 o) 213 o) o) 221 o)
o) o) 132 9 o 111 9
3,386 3,883 820 258 (E19) 8,261 8,647
(109) (2,438) ) o o (2,547) (2,467)
0 (968) ) 0o o (968) (647)
o (186) o o o (186) (201)
o (209) o o 0 (209) (38)
(361) o o o 0 (361) (404)
27 o o o o 27 (277)
(538) o ) o o (538) (493)
(922) o) (276) o 62 (1,136) (1,012)
(42) o o o o (42) (m7)
(37) o (m) o o (48) (100)
(252) o (55) (35) 24 (318) (353)
(2,234) (3,801) (342) (35) 86 (6,326) (6,109)
(230) o (80) (10) o (320) (308)
(2,464) (3,801) (422) (45) 86  (6,646) (6,417)
(582) (46) (124) (114) o (866) (1144)
340 36 274 99 o 749 1,086
(155) (36) (88) (63) (342) (302)
185 o 186 36 407 784
(221) o (40) (18) 0 (279) (89)
(36) o 146 18 o 128 695
(ctd.)

4

66



€ (ctd)
Environ-
mentally
friendly Com- Annual Annual
Power energy — Gas mercial Elimin- Report Report
Amounts in DKK million system PSO system  activities ations 2011 2010
Profit/(loss) for the year (36) o 146 18 o 128 695
Excess revenue/deficit for the year (13) 696 (153) o o 530 158
Profit/(loss) for the year before excess revenue/
DLy (3 (696) 299 18 o (402) 537
deficit
The profit/(loss) can be specified as follows:
Strengthening of contributed capital 166 e © 8 o 176 154
Other reserves transferred to equity
—EU grants transferred to reserves 6 o 159 o] o] 165 o
—Income from congestion rents transferred to ey o o o o (455)
reserves 425 425 >4
— Other reserves 217 o (23) 18 o 212 (6)
Deficit for subsequent inclusion in tariffs o (696) o o o (696) 297
Excess revenue for subsequent inclusion in tariffs 13 o 153 o o) 166 (455)
Total (X)) (696) 299 18 o (402) 537
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Notes

Environ-
mentally
friendly Com- Annual Annual
Power energy — Gas mercial Report Report
system PSO system activities 2011 2010
Note 1: Segmental balance sheet at 31 December 20m
Non-current assets
Intangible assets 391 258 46 195 890 965
Property, plant and equipment 11,655 245 4,212 2,012 18,124 16,422
Investments 36 o] 2 o 38 36
Total non-current assets 12,082 503 4,260 2,207 19,052 17,423
Current assets
Inventories 15 o) 64 1 80 120
Deficit 468 876 o o 1,344 567
Other receivables 1,014 430 305 2 1,751 1,567
Cash 174 44 62 o 280 660
Total current assets 1,671 1,350 431 3 3,455 2,914

Total assets 13,753 1,853 4,691 2,210 22,507 20,337

Equity and liabilities

Equity

Contributed capital 3,016 o 141 o 3,157 3,157
Strengthening of contributed capital 739 o 95 o 834 658
Other reserves 1,411 o 263 4 1,678 1,754

Provisions

Liabilities other than provisions

Interest-bearing debt 5,533 979 2,183 1,591 10,286 8,655
Excess revenue 0 o) 508 o] 508 261
Other liabilities other than provisions 1,216 679 314 84 2,293 1,977

Total liabilities other than provisions

Total equity and liabilities 13,753 20,337
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Balance Move- Balance
at ments at 31 De-
1January Adjust- of the cember
Amounts in DKK million 2010 ment period 2010
Note 2: Excess revenue/deficit
Balance for excess revenue/deficit can be specified as follows:
Excess revenue/deficit to be included in tariffs (Power system) (192) o 455 263
Excess revenue/deficit to be included in tariffs (Gas system) (154) o (107) (267)
Excess revenue/deficit to be included in tariffs (Environmentally friendly o (i90) o
energy — PSO) 494 9 304
Total excess revenue/deficit 148 o 158 306
Excess revenue/deficit is recognised in the balance sheet as follows:
Short-
term
liabilities
other
Total re- than pro-
ceivables visions Total
Excess revenue/deficit to be included in tariffs (Power system) 263 o 263
Excess revenue/deficit to be included in tariffs (Gas system) o (261) (267)
Excess revenue/deficit to be included in tariffs (Environmentally friendly energy — PSO) 304 o 304
Total excess revenue/deficit 567 (261) 306
Balance Move- Balance
at ments at 31 De-
1January Adjust- of the cember
2011 ment period 20M
Balance for excess revenue/deficit can be specified as follows:
Excess revenue/deficit to be included in tariffs (Power system) 263 218 (13) 468
Excess revenue/deficit to be included in tariffs (Gas system) (267) (94) (153) (508)
Excess revenue/deficit to be included in tariffs (Environmentally friendly
energy — PSO) 304 (124) 696 876
Total excess revenue/deficit 306 o 530 836
Excess revenue/deficit is recognised in the balance sheet as follows:
Short-
term
liabilities
other
Total re- than pro-
ceivables visions Total
Excess revenue/deficit to be included in tariffs (Power system) 468 o 468
Excess revenue/deficit to be included in tariffs (Gas system) o) (508) (508)
Excess revenue/deficit to be included in tariffs (Environmentally friendly energy — PSO) 876 o 876
Total excess revenue/deficit 1,344 (508) 836
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Amounts in DKK million 2011 2010

Note 3: Other operating income

Profit from the sale of emergency gas 132 o
Other miscellaneous income 9
Total other operating income 141 9

Note 4: Staff costs

Wages and salaries (361) (347)
Pensions (37) (36)
Other social security costs (3) (3)
Capitalised internal time 81 72
Total (320) (308)
Supervisory Board remuneration (2) (2)
Executive Board remuneration (8) 7)
Reference is made to the section about employment and compensation terms; see pages 20-21 for further

information about remuneration for the Supervisory and Executive Boards of the Group.

Average number of employees 572 544
Note 5: Depreciation, amortisation and impairment losses for property, plant and equipment as well as

intangible assets

Goodwill (25) (25)
Rights (24) (196)
Software (92) (83)
Land and buildings (6) (s)
Production plant (686) (804)
Other plant, tools and operating equipment (33) (31)
Total (866) (1,144)
Note 6: Financial income

Interest on bank deposits, etc. 14 10
Foreign exchange gains and fair value adjustments etc. 30 24
Total 44 34
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Amounts in DKK million

Note 7: Financial expenses

Interest on loans, bank debt, etc.

Capitalisation of decommissioning provisions

Foreign exchange gains and fair value adjustments etc.
Capitalised interest on construction projects

Total

Note 8: Tax on profit/(loss) for the year

Current tax on profit/(loss) for the year

Deferred tax on profit/(loss) for the year

Current tax regarding previous years

Deferred tax regarding previous years

Total

Tax rate adjustment

Corporation tax rate

Tax effect of non-taxable income and non-deductible expenses

Adjustment of tax in previous years

20M

45
(388)

(167)
(14)
(457)

459
(279)

25%
44%
(1%)

2010

40
(338)

(115)
25
(13)
14
(89)

25%
(5%)
0%

Effective tax rate for the year

Paid tax for the year

68%

728

20%

92
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Notes

Assets
inthe
course of Total
construc- intangible
Goodwill Rights Software tion assets
Note 9: Intangible assets
Acquisition cost at 1January 493 4,251 604 30 5,379
Transfer from assets in the course of construction o o 1 (M) o
Additions during the year o 24 2 38 63
Disposals during the year o} o o o o
Acquisition cost at 31 December 493 4,275 617 57 5,442
Amortisation and impairment losses at 1January (75) (3,977) (359) o (4,4M)
Amortisation and impairment losses for the year (25) (24) (92) o (147)
Amortisation and impairment losses at 31 December (100) (4,001) (451) o (4,552)
Carrying amount at 31 December 393 274 19 57 890
Other
plant, Assets Property,
tools and in the plant and
operating  course of equip-
Landand  Produc- Cushion equip- construc- ment
Amounts in DKK million buildings  tion plant gas ment tion total
Note 10: Property, plant and equipment
Acquisition cost at 1January 440 23,927 532 227 763 25,889
Reclassification, 1January 18 (18) o o o o
Transfer from assets in the course of construction 83 551 o 21 (655) o
Additions during the year o 310 o 51 2,141 2,502
Disposals during the year o o (74) (2) o (76)
Acquisition cost at 31 December 541 24,770 458 297 2,249 28,315
Depreciation and impairment losses at 1January (55) (9,265) o (148) o (9,468)
Depreciation and impairment losses for the year (6) (686) o (33) o (725)
Reversed depreciation in respect of disposals during the year o o} o 2 o 2
Depreciation and impairment losses at 31 December (61) (9,951) o (179) o (10,191)
Carrying amount at 31 December 480 14,819 458 18 2,249 18,124
This includes assets held under finance leases of 77 o o o 77

Finance costs of a total of DKK 45 million have been capital-
ised under ‘Non-current assets’.
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Equity Other

invest- equity Total

ments in invest- invest-
Amounts in DKK million associates ments ments
Note 11: Investments
Acquisition cost at 1January 66 1 67
Additions during the year o o o
Acquisition cost at 31 December 66 1 67
Value adjustments at 1January (31) o (31)
Profit for the year 2 o} 2
Foreign currency translation adjustments in respect of foreign entities o} o} o}
Value adjustments at 31 December (29) o (29)
Carrying amount at 31 December 37 1 38
Equity investments in subsidiaries (share of equity value)

Share

Owner- capital Total 2011
Name Domicile ship DKKm DKKm
Nord Pool Spot AS Oslo (N) 20% NOK 50 36
Nord Pool Gas A/S Fredericia 50% DKK 10 1

. Hamburg o

European Market Coupling Company GmbH (D) 20% EUR1.6 o]
Total 37
There are no significant intercompany profits or losses from trading with as-
sociates at 31 December 2011.
Associates are recognised and measured as independent entities.
Other equity investments (share of equity value)
Dansk Gasteknisk Center A/S Hgrsholm 15.6% DKK 9 1

Total

‘

Total investments 38
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Notes

Amounts in DKK million 201 2010

Note 12: Receivables from associates

Trade receivables 8 73
Loans 3 12
Total 1 85
Expected maturity of receivables from associates:

Less than1year 9 82
1-5 years 2 3
More than 5 years 0 o}
Total 1 85

Note 13: Other receivables

Market value of financial instruments 656 427
Energy settlement 538 718
Other receivables 147 264
Total 1,341 1,409
Expected maturity of other receivables:

Less than1year 714 1,013
1-5 years 4 96
More than 5 years 623 300
Total 1,341 1,409
Note 14: Deferred tax liabilities

Deferred tax at 1January 2,717 2,610
Adjustment in respect of previous years (459) 140
Change in deferred tax concerning profit/(loss) for the year 104 (33)
Total 2,362 2,717
Deferred tax concerns

Intangible assets 65 76
Property, plant and equipment 2,825 2,792
Current assets (34) (190)
Liabilities other than provisions (494) 104
Tax loss to be carried forward o (65)
Total 2,362 2,717
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Amounts in DKK million 201 2010

Note 15: Provisions

Provisions at 1January 1,158 700
Provisions made during the year 22 75
Change in present value 258 392
Provisions consumed for the year (49) o
Provisions reversed during the year o (9)
Total 1,389 1,158
Decommissioning provisions 1,323 1,070
Other provisions 66 88
Total 1,389 1,158
Expected maturity of provisions:

Less than 1year 66 56
1-5 years 18 43
More than 5 years 1,305 1,059
Total 1,389 1,158

Decommissioning provisions relate to the removal of towers, overhead lines, natural gas facilities, etc., as
well as the decommissioning of property owned by third parties. The elements of uncertainty relate essen-
tially to the time at which the payments related were effected.

In connection with the determination of the decommissioning provisions Energinet.dk has calculated the
expenses of dismantling and removing the non-current assets concerned on a disaggregated basis. The
expense per disaggregated unit is stated in 2011 prices. The prices have been projected with an inflation rate
until the year when the non-current asset in question is expected to be dismantled and removed. Assump-
tions and estimates made concerning the calculation of the decommissioning provisions are reassessed
once a year when the annual report is prepared. In 2011, the examination led to an increase in provisions of
DKK 258 million, which can primarily be attributed to an increase in the price index used and a fall in the
discount factor used. At 31 December 2011, the total decommissioning provisions constituted DKK 1,323 mil-
lion.
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Notes

Amounts in DKK million 20M 2010

Note 16: Payables to credit institutions and mortgage debt

Mortgage debt 10 110
Payables to credit institutions 8,536 7,208
Long-term loans 8,646 7,318

Primary financial instruments

Amounts in DKK million 2011
Carrying
Nom. amount
interest Carrying incl.
Lender/type Principal ~ Currency rate Expiry amount swaps
Nationalbanken 500 DKK 4 2012 517 510
Nationalbanken 1,370 DKK 5 2013 1,424 1,424
Nationalbanken 1,115 DKK 4 2015 1,167 1,136
Nationalbanken 1,490 DKK 4 2017 1,575 1,540
Nationalbanken 500 DKK 4 2019 586 586
Nationalbanken 1,000 DKK 7 2024 1,389 943
Nationalbanken 500 DKK 4.5 2039 716 716
RD 112 DKK 4.33 2036 110 110
DePfa 1,500 DKK Floiz;t 2027 1,162 1,233

Total, Group

The portfolio of liabilities amounts to DKK 8,646 million. Of
this amount, DKK 592 million falls due in 2012. The amount

is stated as a short-term liability other than provisions under
‘Current maturities of long-term liabilities other than provi-

sions’.

20M 2010
Following conversion into DKK, the aggregate principal falls due as follows:
Less than 1year 592 1,208
1-5 years 2,891 2,408
More than s years 5163 3,702
Total 8,646 7,318

(ctd) p
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< (ctd)

Amounts in DKK million 2011

Long-term liabilities other than provisions

Maturities of loans and associated swaps:

Other re- Other

ceivables payables Loans Total
Less than 1year 7) o 592 585
1-5 years (30) 71 2,891 2,032
More than 5 years (593) m 5163 4,68
Total (630) 182 8,646 8,198

DKK 592 million has been recognised under ‘Current maturities of long-term
liabilities other than provisions’ The amount relates to loans.
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Amounts in DKK million 201 2010

Note 17: Deferred income

EU grants 175 391
Other deferred income 169 13
Total 344 404

Expected maturity of deferred income:

Less than 1year 6 2
1-5 years 57 4
More than 5 years 281 398
Total 344 404

Note 18: Lease commitments

Expected maturity of lease commitments:

Less than 1year 6 o
1-5 years 26 o
More than 5 years 45 o
Total 77 o
Note 19: Corporation tax

Corporation tax payable at 1January 40 6
Current tax for the year 167 115
Paid corporation tax for the year (728) (92)
Correction in respect of previous years 456 1
Total (less receivables) (65) 40
Note 20: Other payables

Commitments on subsidies for research and development 41 399
Pay-related items 80 75
Market value of financial instruments 187 54
Interest payable 52 55
Energy settlement 525 433
Other 378 307
Total 1,633 1,323

Note 21: Provision of security and charges

Land, buildings and plant incidental to gas-related activities, the carrying amount of which constituted DKK
4,260 million at year-end, have been provided as security for mortgage debt in the amount of DKK 110 mil-
lion.

The shareholding in Energinet.dk Gaslager Holding A/S has been provided as security for balances with
credit institutions in the amount of DKK 1,162 million.

Energinet.dk has issued guarantees totalling EUR 50 million and NOK 5 million to its partners.
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Note 22: Derivative financial instruments

The Energinet.dk Group has entered into a number of financial contracts with a view to hedging interest and
foreign currency risks. As such, currency swap agreements have been concluded in order to hedge foreign
currency risks relating to the enterprise’s loan portfolio in foreign currencies.

SWAP
deposits SWAP SWAP
Currency incurren-  deposits loans in Market
loans cies in DKK DKK value Expiry
Derivative financial instruments
Currency risks of loans
SEKm (1,450) 1,450 1,182 (1,158) 25 2012
Total, Group (1,450) 1,450 1,182 (1,158) 25
The market value of currency swap agreements is DKK 25
million and is stated under ‘Other receivables’. Results-wise,
market value adjustments of currency swap agreements are
equal to similar value adjustments of hedged loans.
Date of
Currency  Dateof  Contract maturity  Market
contract  maturity in DKK in DKK value Expiry
Currency risks in connection with contracts and raw materials
2012-
NOKm (234) 234 (219) 220 61
2012-
SEKm (321) 321 (301) 206 (5) -
Total, Group (520) 516 (4)
Market Year of
Amounts in DKK million Nominal value expiry
Interest rate risks of loans
Fixed to floating (1,000) 557 2024
Floating to fixed (1,000) (111) 2019
Fixed to floating (500) 7 2012
Fixed to floating (500) 35 2017
Floating to fixed (1,238) (71) 2015
Fixed to floating 500 31 2015
Total, Group (3,738) 448

The market value of currency swap agreements is DKK 448 million, with a negative DKK
182 million being stated under ‘Other payables’ and DKK 630 million being stated under
‘Other receivables’.
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Notes

Note 23: Contingent liabilities and other financial liabilities

Energinet.dk is a party to a number of other legal disputes as part of the enterprises normal activities. Some of these disputes involve
substantial amounts, but none of the disputes are currently expected to materially impact the coming financial years.

Energinet.dk might be obliged to pay an additional price of up to DKK 1,200 million in 2035 (in 2030 prices) for the acquisition of the
subsidiary Energinet.dk Gaslager A/S.The amount must be paid if Energinet.dk Gaslager A/S’s earning potential changes in relation
to the legislation applicable at the time of acquisition.

Vattenfall Europe Transmissions Gmbh and Vattenfall Trading Services Gmbh have issued proceedings against Energi E2 A/S, which
supplied electricity under the Kontek agreement until July 2006. The two parties want Energi E2 A/S to repay capacity payments and
to pay damages in respect of non-deliveries of power due to disconnection of and congestion on the cable. Energinet.dk owns the
Kontek Link and has therefore become involved in the case.

Energinet.dk has lease commitments of DKK g million. Of this amount, DKK 4 million falls due within one year.

Basis
Note 24: Fee to external auditors:
Rigsrevisionen does not charge a fee for its auditing services.
Note 25: Related parties
The Danish Ministry of Climate, Energy and Building 100%
’ ownership
Stormgade 2-6
DK-1470 Copenhagen K
Control of
Supervisory Board and Executive Board manage-
ment

The Energinet.dk Group did not engage in other transactions with related
parties in 2011.
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Accounting

policies

The Annual Report of the independent public enterprise Energi-
net.dk for the period 1January - 31 December 2011 has been
prepared in accordance with the provisions of the Danish Fi-
nancial Statements Act, current Danish accounting standards
and the Danish Act on Energinet.dk.

Energinet.dk is required by Danish legislation to prepare its
annual report in pursuance of the provisions of the Danish Fi-
nancial Statements Act that apply to state-owned public limit-
ed companies. As such, the Annual Report has been prepared in
accordance with the requirements for class D enterprises.

Change in accounting policies

The presentation of excess revenue/deficit in the Annual Report
has been changed on account of guidelines from the Danish
Business Authority dated 18 May 2011 concerning the presenta-
tion of financial statements of utility companies subject to
price adjustment. Excess revenue/deficit is recognised in the
income statement as a separate correcting entry for revenue.
The recognition in the balance sheet is made under short-term
debt and current assets, respectively. Excess revenue/deficit was
previously recognised exclusively in equity, except for PSO.

The change has reduced revenue and the profit for the year by
DKK 166 million (2010: DKK -348 million) and equity by DKK -40
million (2010: DKK 2 million). Other receivables have increased
by DKK 205 million (2010: DKK 263 million) and short-term lia-
bilities other than provisions have increased by DKK 247 million
(2010: DKK 261 million).

The presentation of the costs for environmentally friendly pow-
er generation has been changed to be included in external ex-
penses, whereas they were previously offset against gross reve-
nue.The change has reduced the external expenses by DKK
3,890 million (2010: DKK 3,576 million) and similarly increased
revenue by DKK 3,883 million (2010: DKK 3,576 million), and
therefore has no effect on equity.

The total cash flows and deferred tax have not changed as a
result of the above change in practice.

The reason for the change is that Energinet.dk considers the
changed practice to be fairer and more consistent with how the
enterprise’s other business segments are presented in the an-
nual report.

The presentation of the segmental financial statements has
changed compared to the annual report for 2010. In the 201
Annual Report, the segment information is provided in note 1
whereas it was previously presented as segmental financial
statements after the notes. The change in presentation has no
bearing on the results or the balance sheet total.

The remaining accounting policies have not changed compared
to the 2010 Annual Report and the 2011 interim report.

Change in accounting estimates

The costs of leasing the cable for the international connection
between Jutland and Norway, Skagerak, were previously recog-
nised as an operating lease in the income statement. After hav-
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ing reviewed the agreement, Energinet.dk now considers the
item to be a finance lease. This means that the lease agree-
ment is entered in the balance sheet as property, plant and
equipment as if the asset had been acquired. As regards liabili-
ties, these are entered to correspond to future lease payments.
The changed estimate has no bearing on the profit or loss for
the year. Property, plant and equipment and the liability were
increased by DKK 77 million at 31 December 2011.

Recognition and measurement

Assets are recognised in the balance sheet when it is probable
that future economic benefits will flow to the Group and the
value of the asset can be measured reliably.

Liabilities are recognised in the balance sheet when they are
probable and their value can be measured reliably. On initial
recognition assets and liabilities are measured at cost. Subse-
quently, assets and liabilities are measured as described for
each individual item mentioned below.

Certain financial assets and liabilities are measured at amor-
tised cost, with a constant effective interest rate being recog-
nised until maturity. Amortised cost is stated as original cost
less any repayments plus/minus accumulated amortisation of
the difference between cost and nominal amount.

On recognition and measurement, account is taken of any
gains, losses and risks which occur before the Annual Report is
presented and which confirm or invalidate circumstances exist-
ing at the balance sheet date.

Income is recognised in the income statement as earned, and
value adjustments of financial assets and liabilities measured
at fair value or amortised cost are also recognised. Income from
accrued EU grants are recognised in the income statement as
the conditions for receiving the grant are met. Furthermore,
expenses incurred to achieve the earnings for the year, includ-
ing depreciation, amortisation, impairment losses, provisions
and reversals due to changed accounting estimates, are recog-
nised.

Consolidated financial statements

The consolidated financial statements comprise the Parent,
Energinet.dk, and subsidiaries in which Energinet.dk holds
more than 50% of the voting rights. Enterprises that are not
subsidiaries, but in which Energinet.dk holds 20% or more of
the voting rights and exercises significant influence on the op-
erational and financial management, are treated as associates.

The consolidated financial statements are derived from the
financial statements of Energinet.dk and its subsidiaries and
are prepared by combining items of a uniform nature and elim-
inating intercompany income and expenses, intercompany bal-
ances, dividend, and profit and loss from internal transactions.

The acquisition of new enterprises is based on the purchase
method according to which the identified assets and liabilities
of newly acquired enterprises are measured at fair value at the
date of acquisition. The tax effect of revaluations made is taken
into account.
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Positive balances (goodwill) between the acquisition cost and
the fair value of acquired, identified assets and liabilities are
recognised under ‘Intangible assets’and amortised systemati-
cally in the income statement on the basis of an individual as-
sessment of the economic life, which cannot exceed 20 years,
however. Negative balances (negative goodwill), which reflect
an expected unfavourable development in the enterprises con-
cerned, are recognised in the balance sheet under ‘Provisions’
and are recognised in the income statement as such losses or
expenses are realised or transferred to 'Other provisions' as the
liabilities become current and can be determined reliably.

Goodwill and negative goodwill from acquired enterprises can
be adjusted until the end of the year following the acquisition.
Energinet.dk’s equity investments in subsidiaries are eliminated
against the subsidiaries’ equity value at the date of acquisition
(past equity method). The subsidiaries’ financial statements,
which are used for the consolidation, are prepared in accord-
ance with the accounting policies applied by the Group.

Enterprises recently acquired or formed are recognised in the
consolidated financial statements from the date of acquisition
and when Energinet.dk obtains a controlling interest in the
enterprise. Enterprises divested are recognised until the date
of disposal.

Comparative figures are not adjusted for newly acquired, sold
and divested enterprises or activities.

‘

Profit or loss from the divestment and winding-up of subsidiar-
ies and associates is determined as the difference between the
selling price or the divestment price and the equity value of net
assets at the date of disposal, including non-amortised good-
will as well as anticipated sale and divestment costs.

Foreign currency translation

Foreign currency transactions are translated on initial recogni-
tion at the rate of exchange at the transaction date. Exchange
differences arising between the rate of exchange at the date of
transaction and the rate of exchange at the date of payment
are recognised in the income statement under ‘Financial in-
come’and ‘Financial expenses’.

Receivables, payables and other monetary items in foreign cur-
rencies not settled at the balance sheet date are translated at
the rate of exchange at the balance sheet date. The difference
between the rate of exchange at the balance sheet date and
the rate of exchange at the time when the receivable or paya-
ble came into existence or was recognised in the latest annual
report is recognised in the income statement under ‘Financial
income’ and ‘Financial expenses’.

On recognition of foreign subsidiaries and associates, such sub-
sidiaries and associates are treated as separate entities whose
income statements are translated at an average rate of ex-
change, and the balance sheet items are translated at the rate
of exchange at the balance sheet date. Exchange differences
resulting from the translation of foreign subsidiaries’ equity at
the beginning of the year at the rates of exchange at the bal-
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ance sheet date and the translation of income statements from
average rates of exchange to the rates of exchange at the bal-
ance sheet date are recognised directly in equity.

Derivative financial instruments

Derivative financial instruments are initially recognised in the
balance sheet at cost and subsequently measured at their fair
values. Positive and negative fair values of derivative financial
instruments are included under ‘Other receivables’ and ‘Other
payables’, respectively.

Changes in the fair values of derivative financial instruments
classified as and complying with the criteria for the fair value
hedging of a recognised asset or liability are recognised in the
income statement together with changes in the value of the
hedged asset or liability.

Changes in the fair values of derivative financial instruments
classified as and complying with the criteria for the hedging of
future transactions, are recognised directly in equity under ‘Re-
serve for hedging transactions’. If the expected future transaction
results in the acquisition of non-financial assets or liabilities,
amounts which are deferred under equity are transferred from
equity to the cost of the asset. If the expected future transaction
results in income or expenses, amounts deferred under equity are
transferred from equity by realising the hedged asset and recog-
nised in the same item as the hedged asset. In case of derivative
financial instruments not complying with the criteria for being
treated as hedging instruments, the changes are recognised.

Income statement

Revenue

Gross revenue includes the transmission of electricity and natu-
ral gas as well as related services. Revenue is recognised in the
income statement if delivery has taken place and the risk has
passed to the buyer before the end of the year and the income
can be calculated reliably and is expected to be received.

Gross revenue includes payments from Energinet.dk’s custom-
ers which it has a statutory obligation to collect and which
must be passed on to the producers of environmentally friendly
electricity. Revenue thus indicates the total scope of the activi-
ties managed by Energinet.dk.

Revenue is presented in the income statement less taxes and VAT.

Excess revenue/deficit is recognised in the income statement as
a separate correcting entry for revenue.

Grants from EU Recovery Fund

Grants from the European Economic Recovery Plan are recog-
nised in the income statement when the conditions for receiv-
ing the grant have been met. The grant is transferred to an un-
distributable reserve in equity which is subsequently systemati-
cally reversed via the account for excess revenue/deficit in the
income statement.

Other EU investment grants are recognised in the balance

sheet under prepayments and recognised as income as the
assets to which they relate are depreciated.
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Other operating income

Other operating income includes items of a secondary nature in
relation to transmission and system activities within the fields
of electricity and gas.

Other external expenses

Other external expenses include expenses of a primary nature
in relation to transmission and system activities within the
fields of electricity and gas.

Staff costs

Staff costs include salaries and wages, remuneration, pension
contributions and other staff costs pertaining to Energinet.dk’s
employees, including the Supervisory and Executive Boards.

Research and development costs not complying with the crite-
ria for capitalisation are recognised under ‘Other external ex-
penses’ and ‘Staff costs’.

Depreciation, amortisation and impairment losses

This item includes the year’s depreciation, amortisation and
impairment losses for intangible assets and property, plant and
equipment.

Results of subsidiaries and associates

The proportionate share of the individual subsidiaries’and as-
sociates’ after-tax profit or loss after elimination of intercompa-
ny profit or loss and less amortisation of goodwill is recognised
in the income statement. The share of the individual subsidiar-
ies’and associates’ tax and extraordinary items is recognised

under tax on income or loss from ordinary activities or extraor-
dinary income or loss after tax, respectively.

Financial income and expenses

Financial income and expenses include interest income and ex-
penses, foreign exchange gains and losses in respect of securities,
debt and transactions in foreign currency,and amortisation of
financial assets and liabilities. Financial income and expenses are
recognised with the amounts pertaining to the financial year.

Tax on profit or loss for the year

Energinet.dk is jointly taxed with its Danish consolidated com-
panies. The enterprise functions as an administration company,
which means that the total Danish tax for all consolidated
companies is paid to Energinet.dk.

Current Danish corporation tax is still allocated to the jointly
taxed enterprises and companies in proportion to their taxable
income (full allocation).

The tax for the year, which comprises the current tax for the
year and any changes in deferred tax, is recognised in the in-
come statement with the share attributable to the profit or loss
for the year and directly in equity with the share attributable to
items recognised directly in equity. The share of the tax recog-
nised in the income statement relating to the extraordinary
income or loss for the year is attributable to the tax for the year,
while the remaining share is attributable to the income or loss
from ordinary activities for the year.
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Segment information

Segment information is provided for the business segments for
electricity, gas and commercial activities. Segment information
is in line with the Group’s accounting policies, risks and internal
financial management.

Assets

Intangible assets

Intangible assets comprise goodwill, rights, development pro-
jects and software. Assets in the course of construction are
measured at cost.

Cost comprises the cost of acquisition and any expenses direct-
ly related to the acquisition up until the time when the asset is
ready for entry into service. For internally developed assets, cost
comprises direct and indirect costs of materials, components,
subsuppliers and labour. Furthermore, any finance costs attrib-
utable to the cost are recognised.

Rights include the right to charge for ancillary services, transit
agreements and the connection of offshore wind turbines etc. to
the grid.

Clearly defined and identifiable development projects which are
intended to be used and where the technical rate of utilisation,
the existence of sufficient resources and a future development
potential in the enterprise can be demonstrated are recognised
as intangible assets if there is adequate security that the value
in use of the future earnings covers the development costs.
Development projects not complying with the criteria for rec-

ognition in the balance sheet are recognised as costs in the
income statement when incurred.

Capitalised intangible assets are measured at the lower of cost
less accumulated amortisation and recoverable amount. In addi-
tion, decommissioning costs are recognised as a part of the cost.

Amortisation is provided using the straight-line method over
the expected useful lives of the assets based on the following
assessment of the expected useful lives of the assets:

+ Goodwill 20 years
« Rights 10-20 years
. Software 3-5 years
+ Development projects 5 years

Acquisitions in the financial year are amortised proportionately
from the date of entry into service.

Intangible assets are written down to the lower of recoverable
amount and carrying amount.

Profit or loss from the sale of intangible assets is determined as
the difference between the selling price less selling costs and
the carrying amount at the date of disposal.

Any profit or loss is recognised in the income statement under
‘Other operating income’ or ‘Other external expenses’.
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Property, plant and equipment

Property, plant and equipment are measured at cost less accu-
mulated depreciation and impairment losses. Property, plant
and equipment in progress are measured at cost. Extensive
value-adding changes and improvements of property, plant and
equipment are recognised as assets.

Cost comprises the cost of acquisition and any expenses direct-
ly related to the acquisition up until the time when the asset is
ready for entry into service. For internally developed assets, cost
comprises direct and indirect costs of materials, components,
subsuppliers and labour. Furthermore, any finance costs attrib-
utable to the cost are recognised. In addition, decommissioning
costs are recognised as a part of the cost.

For assets held under finance leases, the cost is determined on
the date of conclusion of the contract at the lower of the assets’
fair values and the present value of future minimum lease pay-
ments. When calculating the present value, the lease contract’s
internal rate of return is used as the discount factor.

Property, plant and equipment are depreciated using the straight-
line method over the expected useful lives of the assets based on
the following assessment of the expected useful lives of the assets:
- Land Is not depreciated
+ Buildings 20-100 years
« Technical plant 10-50 years
+ Cushion gas Is not depreciated
« Other plant, tools and

operating equipment 3-10 years

New acquisitions with acquisition costs of less than DKK 100,000
are charged to the income statement in the acquisition year.

Acquisitions in the financial year are depreciated proportion-
ately from the date of entry into service. Expenses related to
extensive maintenance checks are recognised at the acquisition
cost of production plant as a separate non-current asset which
is depreciated over its useful life, ie the period until the next
maintenance check. On the original acquisition of property,
plant and equipment, account is also taken of the shorter use-
ful life of a particular part of the asset, and for accounting pur-
poses the part concerned is therefore treated at the date of
acquisition as a separate asset with a shorter useful life and
thus depreciation period.

Property, plant and equipment are written down to the lower of
recoverable amount and carrying amount. Prepayments on
property, plant and equipment not delivered are capitalised.

Interest and borrowing costs in relation to loans obtained to
finance prepayments on property, plant and equipment not
delivered are recognised as a part of the acquisition cost of
such property, plant and equipment.

Profit or loss from the sale or scrapping of property, plant and
equipment is determined as the difference between the selling
price less dismounting, selling and decommissioning costs and
the carrying amount at the time of sale or scrapping.

Any profit or loss is recognised in the income statement under
‘Other operating income’ or ‘Other external expenses’.
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Investments
Equity investments in subsidiaries and associates are measured
according to the equity method.

Other equity investments and other investments are measured
at their fair values provided the asset is expected to be dis-
posed of before maturity. Assets held to maturity are measured
at amortised cost. All fair value adjustments (with the excep-
tion of repayments) are recognised in the income statement.

Equity investments in associates are measured in the balance
sheet as the proportionate share of the equity value of the
company concerned determined on the basis of the accounting
policies applied by the Parent plus or minus unrealised inter-
company profit or loss.

Net revaluation of equity investments in associates is trans-
ferred to ‘Excess revenue/deficit’ under equity according to the

equity method in so far as the carrying amount exceeds the cost.

The presentation format used to present the results from equi-
ty investments in subsidiaries and associates has been adjusted
so that the results have been recognised after tax. Comparative
figures have been corrected.

Inventories

Inventories comprise natural gas in the storage facilities as well
as components and other technical spare parts in stock.
Inventories are measured at the lower of cost and net realisable
value.

The net realisable value of inventories is determined as the
selling price less costs of completion and costs pertaining to
the completion of the sale and is determined with due consid-
eration being given to marketability, obsolescence and the de-
velopment in the expected selling price.

Deficit for the year

Negative differences between realised income and the sum of
necessary costs for the business areas for electricity and gas,
respectively, are entered as a separate item in the balance sheet
for subsequent inclusion in the tariffs.

Receivables
Receivables are measured at amortised cost. Write-downs are
performed for anticipated uncollectibles.

Prepayments (asset)

Prepayments include prepaid expenses incurred including pay-
ments relating to the right of use of the German part of the
Kontek Link.
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Equity

Dividend

In pursuance of Section 13 of the Danish Act on Energinet.dk,
Energinet.dk is not allowed to distribute any profit or equity to
the Danish state through the distribution of dividend or in any
other way.

Contributed capital

The contributed capital indicates the net value of assets and
liabilities contributed in connection with the formation of En-
erginet.dk. The actual value of the contributed capital is hedged
through annual capitalisation as determined by the Danish
Energy Regulatory Authority.

Other reserves

Other reserves comprise rents from interconnections for future
investment in expanding the electricity infrastructure trans-
ferred to reserves with a view to reducing congestion in the
power grid. The provision is made in accordance with special
legislation in this area. Grants from theEuropean Economic
Recovery Plan have been transferred to other reserves. Further-
more, the item includes profits or losses in subsidiaries, fair
value adjustments of the hedging instruments meeting the
requirements for hedging future cash flows and adjustments of
deferred tax liabilities for subsequent inclusion in the tariffs
which are taken directly to equity.

Equity and liabilities
Provisions
Provisions are recognised when the Energinet.dk Group has

incurred a legal or constructive obligation as a result of past
events, and it is probable that an outflow of economic benefits
will be required to settle the obligation provided that such obli-
gation can be determined reliably. The item primarily comprises
decommissioning provisions as a result of the removal of prop-
erty, plant and equipment.

Corporation tax and deferred tax

According to the rules on joint taxation, Energinet.dk is —in its
capacity as an administration company — liable for the payment
of the corporation tax of its subsidiaries to the Danish tax au-
thorities concurrently with the subsidiaries’ payment of joint
taxation contributions.

Current tax liabilities and current tax receivables are recognised
in the balance sheet as tax calculated on the taxable income
for the year adjusted for tax on the taxable income of previous
years and for taxes paid on account.

Deferred tax is measured under the balance-sheet liability
method based on all the temporary differences between the
carrying amount and the tax base of assets and liabilities on the
basis of the tax rate of 25% adopted at the balance sheet date.

However, deferred tax on temporary differences relating to the
amortisation of goodwill disallowed for tax purposes, office
buildings and other items in connection with which temporary
differences with the exception of acquisitions have arisen at
the date of acquisition without affecting the result or the taxa-
ble income is not recognised.
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Liabilities other than provisions

Payables to mortgage credit institutions and credit institutions
are recognised initially at the proceeds received, net of transaction
costs incurred. Subsequently, financial liabilities are recognised at
amortised cost corresponding to the capitalised value when using
the effective rate of interest so that the difference between the
proceeds and the nominal value is recognised in the income
statement over the entire loan period under ‘Net financials’.

Other liabilities other than provisions, which comprise trade
payables, payables to associates, and other payables, are meas-
ured at amortised cost.

Excess revenue

Positive differences between realised income and the sum of
necessary costs for the electricity and gas business segments
are entered as a separate item in the balance sheet for subse-
quent inclusion in the tariffs.

Deferred income (liability)

Deferred income comprises prepayments received in relation to
income to be deferred to subsequent years, including prepay-
ments relating to the sale of rights to the Kontek Link.

Moreover, EU grants received for construction projects are rec-
ognised under deferred income. The grants are recognised in
the income statement as depreciation is provided for the facili-
ties to which the grants relate. Grants from the European Eco-
nomic Recovery Plan are recognised in the income statement
when the conditions for receiving the grant have been met.

Contingent liabilities and other financial liabilities

Contingent liabilities and other financial liabilities comprise
circumstances or situations existing at the balance sheet date,
the accounting effect of which cannot be finally determined
until the outcome of one or more uncertain future events is
known.

Cash flow statement

The cash flow statement is based on the indirect method, using
the operating income or loss as point of departure. The cash
flow statement shows the cash flows for the year as well as
cash and cash equivalents at the beginning and end of the year.
Cash flows from operating activities

Cash flows from operating activities are determined as the
operating profit or loss adjusted for non-cash operating items,
financial income and expenses, paid corporation tax and chang-
es in the working capital.

Cash flows from investing activities
Cash flows from investing activities comprise the purchase and
sale of non-current assets and dividend received.

Cash flows from financing activities

Cash flows from financing activities comprise repayments and
the obtaining of short- and long-term debt from mortgage
credit institutions and credit institutions.

Cash and cash equivalents
Cash and cash equivalents comprise cash.
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Definitions of key figures and ratios

EBITDA margin
Revenue
EBITDA

X100

Operating cash flow/debt
Operating activity

X100
Interest-bearing debt

Solvency ratio
Equity

X 100
Balance sheet total

Rate of costs, operating
costs

Operating costs

- X100
Carrying amount non-cur-

rent assets beginning of
year
EBITDA
Profit or loss before depreciation, amortisation and impairment
losses, net financials and tax

Strengthening of contributed capital

The year’s actual value of the contributed capital according to
the price index announced by the Danish Energy Regulatory
Authority.

Price-index regulation announced by the Danish Energy Regu-
latory Authority

Index increase according to the price index announced by the
Danish Energy Regulatory Authority.

No. of occupational injuries own staff per million working
hours

No. of accidents resulting in absence among own staff per mil-
lion working hours in accordance with the reporting rules of
the Danish Working Environment Authority.

No. of disconnections in 150/400 kV power grid
No. of disconnections per 1,000 km pipeline.

Delivery points affected by technical problems (gas)

Delivery points affected by technical problems (%) In a delivery
point, gas is added/removed from Energinet.dk’s transmission
grid.

Wind power generation relative to net power generation
Calculated on the basis of the measured generation of net
power using the Danish Energy Regulatory Authority’s calcula-
tion methods. Calculated by Energinet.dk using preliminary
data for 2011.

Renewable energy generation relative to net power generation
Calculated on the basis of the measured generation of net
power using the Danish Energy Regulatory Authority’s calcula-
tion methods. Calculated by Energinet.dk using preliminary
data for 2011.
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Statements
and reports

Pursuant to Section 149 of the Danish Financial Statements Act,
the annual report of the Group is an extract of the annual re-
port of the enterprise and does not comprise the annual report
of the Parent Energinet.dk. The financial statements of the Par-
ent Energinet.dk are presented as a separate publication. Cop-
ies can be ordered from Energinet.dk and at www.energinet.dk.

The financial statements of the Parent Energinet.dk form an
integral part of the combined annual report. The combined
annual report, including the financial statements of the Parent
Energinet.dk, will be sent to the Danish Business Authority.

Management and the auditors have provided the combined
annual report with the following statements and reports.

Statement by the Supervisory and Executive
Boards on the Annual Report

In our opinion, the accounting policies applied are appropriate,
the Group’s internal control relevant to the preparation and
presentation of the Annual Report is adequate and the Annual
Report therefore gives a fair presentation at 31 December 2011

of the Group’s and the enterprise’s assets, liabilities and finan-
cial position, the results of the Group’s and the enterprise’s
operations, and of the Group’s cash flows for the financial year1
January to 31 December 2011.

In our opinion, Management’s review provides a fair review of
the development in the operations and financial circumstances,
of the results for the year and of the financial position of the
Group and the enterprise as well as a description of the most
significant risks and elements of uncertainty facing the Group
and the enterprise.

Furthermore, in our opinion, business procedures and internal
control have been established which ensure that the transac-
tions covered by the consolidated financial statements and the
financial statements comply with the provisions of the Danish
Act on Energinet.dk on the state’s contributed capital, other
regulations, agreements concluded and generally accepted
accounting principles.

Fredericia, 14 March 2012

Executive Board

Peder @stermark Andreasen
President and CEO

1.0

Torben Thyregod
Executive Vice President, CFO

— = /
St Mo

Torben Glar Nielsen
Executive Vice President
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Independent Auditor’s Report
To the Shareholders of Energinet.dk

Report on Consolidated Financial Statements and Parent Com-
pany Financial Statements

We have audited the Consolidated Financial Statements and
the Parent Company Financial Statements of Energinet.dk for
the financial year 1January to 31 December 2011, which com-
prise accounting policies, income statement, balance sheet,
statement of changes in equity and notes for both the Group
and the Parent Company, as well as consolidated cash flow
statement. The Consolidated Financial Statements and the
Parent Company Financial Statements are prepared in accord-
ance with the Danish Financial Statements and the Danish Act
on Energinet.dk.

Management’s Responsibility for the Consolidated Financial
Statements and the Parent Company Financial Statements
Management is responsible for the preparation of Consolidat-
ed Financial Statements and Parent Company Financial State-
ments that give a true and fair view in accordance with the
Danish Financial Statements and the Danish Act on Energinet.
dk and for such internal control as Management determines is
necessary to enable the preparation of Consolidated Financial
Statements and Parent Company Financial Statements that
are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility
Our responsibility is to express an opinion on the Consolidated

Financial Statements and the Parent Company Financial State-
ments based on our audit. We conducted our audit in accord-
ance with International Standards on Auditing and additional
requirements in accordance with Danish audit regulation. This
requires that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance wheth-
er the Consolidated Financial Statements and the Parent Com-
pany Financial Statements are free from material misstate-
ment.

An audit involves performing audit procedures to obtain audit
evidence about the amounts and disclosures in the Consolidat-
ed Financial Statements and the Parent Company Financial
Statements. The audit procedures selected depend on the audi-
tor's judgment, including the assessment of the risks of materi-
al misstatement of the Consolidated Financial Statements and
the Parent Company Financial Statements, whether due to
fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s prepara-
tion of Consolidated Financial Statements and Parent Company
Financial Statements that give a true and fair view in order to
design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control. An audit
also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates
made by Management, as well as evaluating the overall presen-
tation of the Consolidated Financial Statements and the Parent
Company Financial Statements.
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We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our audit opinion.

The audit has not resulted in any qualification.

Opinion

In our opinion, the Consolidated Financial Statements and the
Parent Company Financial Statements give a true and fair view
of the financial position of the Group and the Company at 31
December 2011 and of the results of the Group and Company
operations as well as the consolidated cash flows for the finan-
cial year 1January - 31 December 2011 in accordance with the
Danish Financial Statements and the Danish Act on Energinet.dk

Statement on Management’s Review

We have read Management's Review in accordance with the
Danish Financial Statements Act. We have not performed any
procedures additional to the audit of the Consolidated Finan-
cial Statements and the Parent Company Financial Statements.
On this basis, in our opinion, the information provided in Man-
agement’s Review is consistent with the Consolidated Financial
Statements and the Parent Company Financial Statements.

Fredericia, 14 March 2012
PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab

20

Jesper Mgller Christensen
State-authorised Public Accountant

Brian Christiansen
State-authorised Public Accountant
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External auditor’s report
To the Minister for Climate, Energy and Building

Auditor’s report on the consolidated financial statements, fi-
nancial statements and management’s review

We have audited the consolidated financial statements, finan-
cial statements and management review of the independent
public enterprise Energinet.dk for the financial year 1January
—31 December 2011. The consolidated financial statements and
the financial statements comprise accounting policies, income
statement, balance sheet, statement of changes in equity and
notes for the group as well as the parent company and a group
cash flow statement. The consolidated financial statements,
the financial statements and the management’s review are pre-
pared in accordance with the Danish Financial Statements Act
and the Danish Act on Energinet.dk.

With the issue of this audit report we consider the audit of the
annual report for 2011 closed. Rigsrevisionen may, however, de-
cide to investigate further issues relating to this and previous
financial years. Such investigations may result in new informa-
tion that may lead to a reassessment of concrete matters ad-
dressed in this auditor’s report.

Management’s responsibility for the consolidated financial
statements, the financial statements and management’s
review

statements that give a true and fair view in accordance with
the Danish Financial Statements Act and the Danish Act on
Energinet.dk. The management’s responsibility includes de-

signing, implementing and maintaining internal controls rele-
vant to the preparation and fair presentation of consolidated
financial statements and financial statements free from mate-
rial misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making account-
ing estimates that are reasonable in the circumstances. Fur-
thermore, management is responsible for the preparation of a
management’s review that gives a fair review in accordance
with the Danish Financial Statements Act and the Danish Act
on Energinet.dk. Furthermore, management is responsible for
ensuring that the transactions included in the consolidated
financial statements and financial statements are consistent
with appropriations granted, legislation, other rules and regula-
tions, agreements made and common practice.

Auditor’s responsibility and basis of audit opinion

Our responsibility is to express an opinion on the consolidated
financial statements, the financial statements and the man-
agement’s review based on our audit. We performed our audit
in accordance with generally accepted public auditing stand-
ards, cf. the Danish Act on the Audit of State Accounts, etc. This
responsibility includes assessment of the risk of material mis-
statement in the financial statements and whether the trans-
actions included in the financial statements are consistent with
appropriations granted, legislation, other rules and regulations,
agreements made and common practice.

An audit includes procedures to obtain audit evidence about

the amounts and disclosures in the consolidated financial
statements, the financial statements and management’s re-
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view. The procedures selected depend on the auditor’s judg-
ment, including assessment of the risk of material misstate-
ment in the consolidated financial statements, the financial
statements and the management’s review, whether due to
fraud or error. In making the risk assessment, the auditor con-
siders internal controls relevant to the preparation and fair
presentation of the consolidated financial statements and the
financial statements by the enterprise and to the preparation
of a fair management’s review. The objective is to design audit
procedures that are appropriate in the circumstances, but not
to express an opinion on the effectiveness of the enterprise’s
internal controls. An audit also includes evaluating the appro-
priateness of accounting policies applied by management and
the reasonableness of the accounting estimates made by man-
agement, as well as evaluating the overall presentation of the
consolidated financial statements, the financial statements and
management’s review.

Moreover, the audit includes evaluating whether the business
procedures and internal controls established support the con-
sistency of the transactions included in the consolidated finan-
cial statements and financial statements with the appropria-
tions granted, legislation, other rules and regulations, contracts
made and common practice.

We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our audit opinion.

Our audit did not result in any qualification.

Opinion

In our opinion the consolidated financial statements and finan-
cial statements give a true and fair view of the group’s and par-
ent company’s assets, liabilities and financial position as at 31
December 2011 and the result of the group’s and parent compa-
ny’s transactions and group cash flow for the financial year 1
January - 31 December 2011 in accordance with the Danish Fi-
nancial Statements Act and the Danish Act on Energinet.dk, and
the management’s review includes a fair review in accordance
with the Danish Financial Statements Act and the Danish Act on
Energinet.dk. We are also of the opinion that the business proce-
dures and internal controls established support the consistency
of the transactions included in the consolidated financial state-
ments and the financial statements with the appropriations
granted, legislation, other rules and regulations, agreements
made and common practice.

Fredericia, 14 March 2012

Annie Ngrskov
Auditor General

Rigsrevisionen
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Michael Kubel
Director




Group chart

Energinet.dk

Energinet.dk Gaslager
Holding A/S 100%

Energinet.dk Gaslager A/S

100%

Regionale Net.dk A/S
100%

Energinet.dk
Associated Activities A/S100%

The activities of the Energinet.dk Group are undertaken by dif-
ferent companies. Energinet.dk owns and is responsible for
operating the main gas transmission network and the 400 kV
electricity transmission grid, while the 132 kV regional grid in
north Zealand is operated by Regionale Net.dk A/S.

The Group’s activities also comprise the commercial operation
of a gas storage facility in Lille Torup in the company Energinet.
dk Gaslager A/S, the leasing of fibre transmission and energy
consulting in Energinet.dk Associated Activities A/S.

The activities of the Energinet.dk Group’s associates comprise
the operation of the power exchange Nord Pool Spot, the gas
exchange Nord Pool Gas and the market coupling company
EMCC.The activities of these companies are handled in cooper-
ation with other TSOs and listed companies.

Subsidiaries
s Associates
s Equity investments
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Energinet.dk

Tonne Kjaersvej 65

7000 Fredericia, Denmark
Tel. +45701022 44

info@energinet.dk
www.energinet.dk

ENERGINE'I/DK

Energinet.dk owns the energy ‘motorways’and sup-
ports Denmark’s transition to renewable energy.



