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EY FINANCIAL DEVELOPMENTS IN 2008 

Net income amounted to CHF 123 million, a 
decline of 29% compared with the previous year. 
The 2007 figure of CHF 172 million was strongly 
influenced by the reversal of an impairment 
charge of CHF 71 million relating to the assets of 
EOS. Excluding earnings from affiliated 
companies, net income only fell by 7.3% to CHF 
58.8 million in 2008 (CHF 63.4 million in 2007). 
The Group’s bottom line was also adversely 
affected by changes in the value of financial 
instruments during the period under review. 

Shareholders’ equity attributable to parent 
company shareholders was stable at CHF 1.8 
billion, or 83% of total assets. 

Market capitalization declined by 4.3% to CHF 2.2 
billion. 

The Board of Directors is recommending an 
increase in the dividend for the seventh year 
running, bringing it to CHF 22 per share from 
CHF 20 in 2007 (ordinary dividend). 
 
 
Net revenues up 
The increase of CHF 96 million in energy revenues 
reflects growth in sales volume, which rose by 502 
GWh (+17.2%). This is explained by the favourable 
trend in sales on the wholesale market (+201 GWh) 
and by the creation of Romande Energie Commerce 
SA (+301 GWh), which brought together the 
marketing activities of several electricity distributors 
in Vaud Canton.  
 
Sharp rise in energy purchases  
The cost of energy supplies rose by 39.6%, 
exceeding the 2007 figure by CHF 82.9 million. This 
increase was due to larger purchasing volumes and 
an average purchase price considerably higher than 
a year earlier. Own-power generation fell by 49 
GWh, or 9.5%. In volume terms, energy purchases 
in 2008 were up 550 GWh (+22.9%) compared with 
2007. 
 
Higher gross margin  
Gross margin increased by CHF 17 million to CHF 
248 million in the year under review. However, the 
gross margin ratio declined from 49% in 2007 to 
43% in 2008. 
 
Operating expenses 
Operating expenses amounted to CHF 163.4 million, 
showing an increase of  CHF 5.1 million over the 
year. This was due, inter alia, to a change in the 
scope of consolidation recorded during 2008. At 
constant scope, the increase was limited to CHF 4.4 
million. These higher operating expenses are the 
result of a decline in income from sales of fixed 
assets, the creation of the new range of activities for 
Romande Energie Commerce SA and the costs of 
upgrading IT management systems to meet the new 

legal requirements associated with market 
deregulation. 
 
Increase in EBIT  
EBIT rose by CHF 12 million to CHF 84.7 million in 
2008. Expressed as a percentage of revenues, 
however, this improvement was not enough to 
maintain EBIT at the 2007 level, and it dropped from 
15.4% to 14.8%. 
 
Financial income and expenses 
Net financial income was negative last year, at CHF 
9.1 million, compared with a positive figure of CHF 
8.7 million in 2007. This was mainly due to the 
movement of the euro, which had a negative impact 
on the fair-value measurement of financial 
instruments used to hedge the exchange risk on 
energy purchases. 
 
Drop in income from affiliated companies 
In 2007, the reversal of a non-recurring impairment 
charge of CHF 71 million (Group share) was carried 
in the accounts of EOS. Excluding the effect of this 
operation, the Group’s share in EOS’ net income 
amounted to CHF 25 million.  In 2008, the 
corresponding figure was CHF 58.7 million. 
Excluding the reversal of the impairment charge 
recorded in 2007, income from affiliated companies 
rose by CHF 33.7 million. 
 
Net income down 28.6% 
The fall in net income  was mostly due to the decline 
in earnings from affiliates. Excluding this factor, the 
Group’s net income for 2008 dropped by 7.3% to 
CHF 58.8 million from CHF 63.4 million in 2007. 
 
Shareholders’ equity  
At CHF 1.8 billion, shareholders’ equity attributable 
to parent company shareholders was stable 
compared with 2007. The ratio of equity to total 
assets rose from 81% in 2007 to 83.6% last year. 
 
Higher dividend 
The Board of Directors will be seeking approval from 
the General Meeting of Shareholders for a dividend 
of CHF 22 per share. In 2007, the Group paid an 
ordinary dividend of CHF 20 plus an extraordinary 
dividend of CHF 10, i.e. altogether CHF 30. If the 
Board’s recommendation is adopted, the total 
distribution for 2008, taking into account the number 
of own shares held, will be CHF 24.2 million. 
 
Share capital 
At 31 December 2008, the Group’s issued share 
capital consisted of 1 140 000 fully paid-up 
registered shares with a nominal value of CHF 25 
each. The General Meeting of Shareholders of 25 
May 2008 decided to renew the maximum 
authorized capital of 405 000 registered shares with 
a nominal value of CHF 25 each, valid until 24 May 
2010. At 31 December 2008, none of the shares 
making up the authorized capital had been issued. 
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In 2005, the Canton of Vaud, various Vaud 
municipalities and Banque Cantonale Vaudoise 
signed an agreement providing for reciprocal pre-
emptive rights in the event of the sale of shares held 
by any of these parties. This group owned 53.48% of 
the share capital at 31 December 2008. 
 
Romande Energie Holding share price  
1 January 2008 - 1 March 2009 
 
 

 
 
 
 
Drop in share price in 2008 
Romande Energie shares closed at CHF 1 980 at 31 
December 2008 compared with CHF 2 085 a year 
earlier – a decline of 5%.  
 
Lower market capitalization and enterprise value  
Taking into account holdings of own shares and 
based on the share price at 31 December 2008, the 
market capitalization of CHF 2.2 billion was close to 
the figure of CHF 2.3 billion at 31 December 2007. 
 
Enterprise value, which is the total amount that 
shareholders and third parties have invested in the 
Group less cash and cash equivalents, was as 
follows at 31 December 2008: 
 

 
 

Acquisitions and disposals 
On 31 May 2008, Romande Energie Group acquired 
the consultancy firm HC SA, which operates in 
Western Switzerland. This transaction is in line with 
the Group’s strategy, which is aimed at extending its 
advisory activities to energy distributors. 
 
The agreement to purchase the electricity grids in 
Canton Valais was concluded on 2 July 2008 with 
the acquisition of  a 94.55% shareholding in Société 
de distribution d’électricité de Champéry (SDEC), 
which owns all the share capital of Société Hydro 
Electrique, Val d’Illiez (SHEVI). 
 
Under the negotiations with the municipalities 
holding part of the share capital of the Group’s 
subsidiary, Société électrique Vevey-Montreux 
(SEVM), the public transport business (VMCV) was 
spun off to these municipalities. At the same time, 
the Group acquired their 33.65% shareholding in 
SEVM, thus becoming the sole owner of this 
company. 
 
Outlook for 2009 
The downturn in the global economy is bound to 
have a negative influence on electricity consumption 
this year. The Group therefore expects a fall in 
revenues and operating income, barring unusual 
weather conditions. 

The merger of EOS and Atel to form Alpiq will have 
a significant impact on the Group’s 2009 financial 
statements. This merger will allow EOS to revalue its 
assets and book a one-off profit, which will add an 
amount of roughly CHF 462 million to the Group’s 
income statement. 
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 Member of the Swiss Institute of Certified Accountants and Tax Consultants
 

To the General Meeting of 

Romande Energie Holding SA, Morges 

Lausanne, 30 March 2009 
 

Report of the statutory auditor on the consolidated financial statements 
  
As statutory auditor, we have audited the accompanying consolidated financial statements  
of Romande Energie Holding SA, which comprise the balance sheet, income statement, cash 
flow statement, statement of changes in equity and notes for the year ended 31 December 
2008.  
 
Board of Directors’ responsibility 
The Board of Directors is responsible for the preparation and fair presentation of the con-
solidated financial statements in accordance with International Financial Reporting Stan-
dards (IFRS) and the requirements of Swiss law. This responsibility includes designing, im-
plementing and maintaining an internal control system relevant to the preparation of con-
solidated financial statements that are free from material misstatement, whether due to 
fraud or error. The Board of Directors is further responsible for selecting and applying ap-
propriate accounting policies and making accounting estimates that are reasonable in the 
circumstances.  
 
Auditor’s responsibility 
Our responsibility is to express an opinion on these consolidated financial statements based 
on our audit. We conducted our audit in accordance with Swiss law and Swiss Auditing Stan-
dards. Those standards require that we plan and perform the audit to obtain reasonable as-
surance whether the consolidated financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated financial statements. The procedures selected depend on the 
auditor’s judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error. In making those risk as-
sessments, the auditor considers the internal control system relevant to the entity’s prepara-
tion of the consolidated financial statements  in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control system. An audit also includes evaluating the 
appropriateness of the accounting policies used and the reasonableness of accounting esti-
mates made, as well as evaluating the overall presentation of the consolidated financial sta-
tements. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our audit opinion. 
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Opinion 
In our opinion, the consolidated financial statements for the year ended 31 December 2008 
give a true and fair view of the financial position, the result of operations and the cash flows 
in accordance with the IFRS and comply with Swiss law. 
 

Report on other legal requirements 
 
We confirm that we meet the legal requirements on licensing according to the Auditor Over-
sight Act (AOA) and independence (article 728 CO and article 11 AOA) and that there are 
no circumstances incompatible with our independence. 
 
In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we 
confirm that an internal control system exists, which has been designed for the preparation 
of consolidated financial statements according to the instructions of the Board of Directors. 
 
We recommend that the consolidated financial statements submitted to you be approved. 
 
 Ernst & Young Ltd 
   

Serge Clément  Christelle Sierro 
Licensed audit expert 
(Auditor in charge) 

 Licensed audit expert 
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The accompanying notes form an integral part of the consolidated financial statements. 
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The accompanying notes form an integral part of the consolidated financial statements. 
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At 31 December 2008, the issued share capital consisted of 1 140 000 fully paid-in registered shares with a 
nominal value of CHF 25 each. The amount available for dividend distribution is based on the amount shown 
under the “Retained earnings” item in the financial statements of the parent company, Romande Energie Holding 
SA. It is calculated in accordance with the provisions of the Swiss Code of Obligations. Consolidated 
shareholders’ equity includes legal reserves of CHF 53.3 million (2007: CHF 53 million), which are not available 
for distribution. 

The number of own shares held by the Group is shown in note 3 to the parent company financial statements, 
while significant shareholders are listed in note 5. 

The General Meeting of Shareholders of 25 May 2008 decided to renew the maximum authorized capital of 
405 000 bearer shares with a nominal value of CHF 25 each, valid until 24 May 2010. At 31 December 2008, 
none of the shares making up the authorized capital had been issued. 
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ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS 
Notes to the consolidated financial statements for 2008 

NOTE 1 GENERAL INTORMATION 

Romande Energie Holding SA, a joint-stock company incorporated in Switzerland with its registered office in 
Morges, is the direct or indirect owner of all the companies which belong to the Romande Energie Group (the 
Group). Its principal activity consists of holding and managing investments in subsidiaries and affiliates. 

The Group’s consolidated financial statements for 2008 were adopted by the Board of Directors of Romande 
Energie Holding SA on 27 March 2009 and will be submitted for approval by the General Meeting of 
Shareholders on 15 May 2009.   

 
 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Significant accounting policies used in the preparation of the Group’s consolidated financial statements are 
described below. Unless otherwise stated, these policies have been applied uniformly to all the comparative 
figures shown. 

 
 

2.1 BASIS OF PRESENTATION 
 

The Group’s consolidated financial statements are expressed in CHF thousands and have been prepared using 
the historical cost principle, except in the case of certain tangible fixed assets and financial instruments which 
are carried at fair value. They comply with the International Financial Reporting Standards (IFRS) laid down by 
the International Accounting Standards Board (IASB), the IAS and their interpretations (IFRIC) laid down by the 
International Accounting Standards Committee (IASC), and the rules governing the presentation of financial 
statements set out below. 
 
The preparation of financial statements in accordance with IFRS requires the use of estimates and assumptions 
which affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at 
the balance sheet date, and the reported amount of income and expenses for the accounting period. Although 
these estimates are based on the best knowledge available to management regarding the current situation and 
future operations of the Group, actual results achieved may differ from those forecast. Areas of business 
requiring very careful judgement and involving complex issues, or those in which assumptions and estimates 
have a significant impact on the preparation of financial statements, are described in note 5. 

 
Application of reporting standards: 
The new standards, their interpretation and effective date are summarized in the table below.  
 
a) Application for the 2008 financial statements 
 
 
Standards or   
Interpretations  Title  Effective date 
 
IAS 39  Financial Instruments: Recognition and Measurement 
 and IFRS 7  Financial Instruments: Disclosures 
 - Reclassification of Financial Assets (Amendment) 01.07.2007 
IFRIC 11  IFRS 2 - Group and Treasury Share Transactions  01.03.2007 
IFRIC 12  Service Concession Arrangements  01.01.2008 
IFRIC 14  IAS 19 - Limit on a Defined Benefit Asset.  01.01.2008 

The Group has adopted the following interpretation, effective  1 January 2008: 
 
IFRIC 14 – IAS 19 -  The Limit on a Defined Benefit Asset, Minimum Funding Requirements and Their 
Interaction. 
This interpretation provides guidance on how to assess the limit in IAS 19 on the amount of a pension surplus 
that can be recognized as an asset. It also explains how a pension asset or liability may be affected when there 
is a statutory or contractual minimum funding requirement. The retrospective application of IFRIC 14 did not 
require any restatement of the Group’s consolidated financial statements. 
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ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS 
Notes to the consolidated financial statements for 2008 

The application of the following amendments and interpretations that entered into effect during the period had 
no impact on the Group’s accounting methods, financial performance or financial situation: 
 
• IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial Instruments: 

Disclosures – Reclassification of Financial Assets (amendment) 
 (entry into effect on or after 1 July 2008) 

 
• IFRIC 11 IFRS 2 - Group and Treasury Share Transactions 

 (entry into effect on or after 1 March 2007) 
 
• IFRIC 12 Service Concession Arrangements 

 (entry into effect on or after 1 January 2008) 
 
 
Standards and interpretations published but not yet applicable 
 
Some new standards, amendments and interpretations of existing standards were published and are applicable 
for the Group’s accounting periods beginning on or after 1 January 2009, or for later periods but which have not 
been early adopted by the Group:  
 
Standards, amendments and interpretations applicable in or after 2009 
 
• IFRS 1 First-time Adoption of International Financial Reporting Standards and IAS 27 Consolidated 

and Separate Financial Statements – Cost of an investment in a subsidiary, jointly controlled entity 
or associate (amendment) 
 (applicable on or after 01.01.2009). The amendment to IFRS 1 allows an entity to determine the "cost" of 
an interest in its opening IFRS balance sheet either under IAS 27 or by using a deemed cost. The 
amendment to IAS 27 requires all dividends received by a subsidiary, jointly controlled entity or associate to 
be recognized in the income statement in separate financial statements. These new requirements only 
concern separate financial statements and consequently had no impact on the Group’s consolidated 
financial statements. 

 
• IFRS 2 Share-based Payments - Vesting Conditions and Cancellations (amendment) 

 (applicable on or after 01.01.2009). The objective of this amendment is to clarify that vesting conditions are 
services conditions and performance conditions only, and it also specifies that all cancellations, whether by 
the entity or by other parties, should receive the same accounting treatment. This amendment had no effect 
on the Group since we have no share-based payment plan. 

 
• IFRS 8 – Operating Segments 

 (applicable on or after 01.01.2009). This new standard imposes a managerial approach which requires 
segment information to be reported on the same basis as information prepared for internal use. 
Management is currently assessing the possible impact of the adoption of IFRS 8, but it is likely that 
segment reporting will have to be consistent with information prepared internally for management. However, 
the Group does not expect this to have any effect on its results or financial position. 

 
• IAS 1  Presentation of Financial Statements (revision) 

 (applicable on or after 01.01.2009). Revision of the standard has mainly affected the presentation of the 
Statement of Changes in Shareholders’ Equity. The adoption of this revised standard is not expected to 
affect the Group’s results or financial situation. 

 
• IAS 23 Borrowing costs (revision) 

 (applicable on or after 01.01.2009). The amended standard eliminates the possibility of recognizing any 
borrowing costs as an expense.  The adoption of this revised standard will have no impact on the Group’s 
accounting policies since it already capitalizes borrowing costs on qualifying assets. 

 
• IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements - 

Financial instruments puttable at fair value and obligations arising on liquidation (amendment) 
 (applicable on or after 01.01.2009). This amendment requires some puttable financial instruments and 
some financial instruments that impose on the entity an obligation to deliver to another party a pro rata 
share of the net assets of the entity only on liquidation, be classified as equity rather than debts. The 
adoption of this amendment will have no impact on the Group’s financial situation or performance, since it 
has not issued any instruments of this type. 
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• Amendments resulting from the annual improvement project of May 2008 

Changes to a number of the standards will enter into effect in 2009. Management is currently assessing the 
possible impact, but no significant effect on the Group’s consolidated financial statements is expected.  
 

• IFRIC 13 Customer loyalty programmes 
 (applicable on or after 01.07.2008) This interpretation specifies that when an entity offers its customers 
incentives to buy goods or services by providing loyalty awards, the contract is made up of several 
elements and the proceeds received from the client must be divided between the components of the 
contract on a fair value basis. The adoption of this Interpretation will have no impact on the consolidated 
financial statements, since the Group has not set up any such programmes. 

 
• IFRIC 15 Agreements for the Construction of Real Estate 

 (applicable on or after 01.01.2009). This interpretation clarifies when and how revenue and related 
expenses from the sale of a real estate unit should be recognized if an agreement between a developer and 
a buyer is reached before the construction of the real estate is completed. It also provides guidance on how 
to determine whether an agreement is within the scope of IAS 11 or IAS 18. The adoption of this 
Interpretation will have no impact on the consolidated financial statements, since the Group is not involved 
in any such activities. 

 
• IFRIC 16 – Hedges of a Net Investment in a Foreign Operation 

 (applicable on or after 01.10.2008). This interpretation clarifies the nature of the hedged risk, its 
designation, and the entity that can hold hedging instruments. It will have no impact on the consolidated financial 
statements, since the Group does not use such hedges. 
 

• IFRIC 18 Transfers of Assets from Customers 
 (applicable on or after 01.07.2009). This interpretation applies to the accounting for transfers of property, 
plant and equipment by entities that receive such transfers from their customers. It provides guidance on 
the requirements of IFRSs for agreements in which an entity receives from a customer an item of property, 
plant, and equipment that the entity must then use either to connect the customer to a network or to provide 
the customer with ongoing access to a supply of goods or services (such as a supply of electricity, gas or 
water). The Group will adopt this interpretation prospectively to the transfer of assets from customers from 1 
July 2009. Management is currently assessing the possible impact. 
 

 
Standards, amendments and interpretations applicable after the 2009 financial year 
 
• IFRS 3 Business Combinations (revised) 

 (applicable on or after 10.07.2009). The revision of this Standard involves the following significant changes 
when applying the acquisition method to business combinations: 1) acquisition costs will be expensed, 2) 
for business combinations in which the acquirer achieves control without buying all of the equity of the 
acquired entity, the remaining (non-controlling) equity interests are measured either at fair value or at the 
non-controlling interests’ proportionate share of the acquired entity’s net identifiable assets 3) if the acquirer 
achieves control in stages (step acquisitions), it must remeasure at fair value its previously held equity 
interest in the acquired entity and recognize a corresponding profit or loss in the income statement, 4) any 
changes in the contingent consideration of an acquisition will be recognized in the income statement, rather 
than against goodwill. The Group will adopt the revised IFRS 3 as of 1 January 2010. The changes could 
have a substantial impact on the recognition of future business combinations.  

 
• IAS 27 Consolidated and Separate Financial Statements (amendment)  

 (applicable from 01.07.2009). This amendment requires the effects of any transaction with minority 
interests, if there is no change in control, to be accounted for in equity. They will no longer be recognized 
under goodwill or profit and loss. The standard also provides guidance on accounting in case of loss of 
control. Each minority interest remaining in the entity is remeasured at fair value and a gain or loss is 
recognized in the income statement Moreover, the full profit or loss must be attributed to shareholders of 
the parent and to minority interests even if this results in the minority interests having a deficit. The Group 
will adopt this amendment from 1 January 2010. The changes will have an impact on the accounting of 
future transactions with minority interests. 
 

• IAS 39 Financial instruments: Recognition and Measurement - Eligible Hedged Items (amendment) 
 (applicable on or after 01.7.2009). This amendment permits an entity to designate a portion of the change 
in the fair value or the cash flow of a financial instrument as a hedged item. The Group will adopt this 
amendment from 1 January 2010. No significant impact on the Group’s financial situation or financial 
performance is expected. 
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2.2 SCOPE AND PRINCIPLES OF CONSOLIDATION 
 
The closing date for individual financial statements is 31 December. 
 
a) Subsidiaries 
The consolidated financial statements comprise the operations of Romande Energie Holding SA and all the 
direct and indirect subsidiaries in which the Group has the power to manage financial and operating policies, 
and normally holds more than 50% of voting rights. The main subsidiaries are listed in note 33. They are fully 
consolidated from the date on which control is transferred to the Group, but are excluded from the scope of 
consolidation as soon as such control ceases. 
 
Acquisition of subsidiaries is accounted for using the purchase method. The cost of a business combination is 
measured by taking into account, on the transaction date, the fair value of the assets acquired, the liabilities 
assumed and the equity instruments issued by the acquirer in return for control of the acquiree. The costs 
directly attributable to the business combination must also be included. The difference between the cost of the 
combination and the fair value of the Group’s share in the net assets acquired is carried in the balance sheet as 
goodwill under  “Intangible fixed assets”. 
 
All intercompany balances, transactions and profits are eliminated on consolidation. Minority interests in 
shareholders’ equity and net income are shown separately. 

 
 

b) Affiliated companies 
Affiliated companies and joint ventures in which the Group exerts a significant influence (normally between 20% 
and 50% of voting rights), without having a controlling interest, are consolidated using the equity method. These 
holdings are carried on the balance sheet as investments in affiliated companies and are initially accounted for 
at cost, then at fair value, i.e. their initial cost adjusted for the Group’s share of retained earnings or losses after 
the acquisition date and any change in value (impairment). If the Group does not exert a significant influence in 
a company despite holding more than 20% of its shares, the company is treated as a long-term financial asset 
(see note 2.6).  
 
Any impairment is recognized directly in the income statement. Losses incurred by an affiliated company that 
exceed the Group’s stake in that company are not recognized.  
 
When a change in net assets of an affiliated company is booked directly to its equity, the Group’s portion of the 
change is recognized in the “Consolidated statement of changes in shareholders’ equity” and shown separately. 
 
Significant balances and transactions with affiliated companies and joint ventures consolidated using the equity 
method are shown separately as items relating to affiliated companies.  
 
Unrealized gains arising from transactions between Group companies and affiliated companies are eliminated 
in proportion to the Group’s stake in the affiliates. Unrealized losses are eliminated in the same way, unless the 
transaction involves a transfer of assets requiring a valuation adjustment (impairment). 
 
Financial statements of affiliated companies are adjusted in the event of significant divergences, in order to 
ensure consistency with the accounting policies adopted by the Group. 
 
c) Joint ventures 
A joint venture is a contractual arrangement whereby the Group and other partners undertake an economic 
activity that is subject to joint control.  Strategic, financial and operational decisions require the unanimous 
approval of the parties to the contract. 
 
When the Group takes part in such agreements, its share of the jointly held assets and liabilities is recognized 
in the consolidated financial statements and booked to the relevant balance sheet positions. 
 
Joint ventures may lead to the creation of legal entities in which each venturer has a shareholding. In such 
cases, the Group’s stake in these entities is recognized using the equity method. 
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2.3 SEGMENT REPORTING 
The Group’s core business is the production and supply of electricity, which accounts for over 90% of its total 
revenues, operating income and net assets. The Group conducts its business in Switzerland (predominantly in 
Vaud Canton), which is considered as a single geographical area for reporting purposes. 
 
Selling prices between subsidiaries are based on production or acquisition costs, to which a margin is added. 
 
2.4 DISCONTINUED OPERATIONS AND NON-CURRENT ASSETS AVAILABLE FOR SALE  
Non-current assets or asset groups available for sale are valued at the lower of book value or fair value, less 
the expenses relating to their sale. Non-current assets are classed as available for sale if their book value is 
recovered mainly by selling them, rather than by using them. These conditions are met if the asset is available 
for sale immediately and if it is highly likely to be sold. 

 
The consolidated income statements for the period under review and the previous period provide a separate 
breakdown of income and expenses arising from discontinued operations. 
 
Non-current assets classed as available for sale are no longer subject to depreciation or amortization.    
   
2.5 FOREIGN CURRENCY TRANSLATION  
Transactions in foreign currencies are translated at the exchange rate in effect on the transaction date. 
Monetary assets and liabilities denominated in foreign currencies are translated at the year-end exchange rate. 
Differences in exchange rates resulting from these assets are booked to the income statement. 
 
The Group uses options and futures contracts to hedge against exchange rate risks. 

 
As all the subsidiaries report in Swiss francs, there are no currency gains or losses arising from translation of 
their accounts. 
 
2.6  FINANCIAL INSTRUMENTS  
Financial instruments are recognized as assets or liabilities on the balance sheet as soon as the Group enters 
into contracts involving these instruments. 
 
a) Cash and cash equivalents 
Cash and cash equivalents comprise cash at banks and on postal accounts, as well as money market deposits 
and investments with an initial term of 90 days or less. 
 
b) Derivative financial instruments   
Derivative financial instruments are carried at fair value; resultant profits and losses are booked to the income 
statement. 

 
c) Investment securities 
Investment securities consist of marketable equities and bonds, and money market investments with an initial 
term of more than 90 days. They are carried in the income statement at fair value. 
 
d)Trade accounts receivable 
Trade accounts receivable are recorded at nominal value less an adjustment for doubtful accounts. A provision 
for doubtful accounts is made when there are objective signs that the Group will not be able to recover its 
receivable. The debtor’s financial difficulties, default or overdue payment are considered as reliable indicators 
for booking an impairment charge on the receivable. The Group issues a lump-sum provision for accounts 
which are more than 180 days overdue. This provision is made on the basis of historical loss and represents 
75% of receivables overdue by more than 180 days. Losses on this position are booked to the provision 
account. Losses on accounts receivable are recognized on the basis of receiving orders and bankruptcy 
adjudications or any other document which can establish the debtor’s default. 
 
e) Long-term financial assets 
Investments in companies in which the Group holds less than 20% of voting rights or in which it does not exert a 
significant influence are carried at cost and then at fair value, unless it is not possible to provide a reliable 
estimate. Where appropriate, the Group values the investment at cost. Changes in fair value are recorded 
under shareholders’ equity and reclassified in the income statement when the asset is sold or has to undergo 
an irreversible impairment.  
 
Loans issued are carried at amortized cost less any impairment due to non-recoverable amounts. 
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All other changes in the fair value of long-term financial assets are entered under shareholders’ equity as 
adjustments in fair value, and reclassified to the income statement if the asset is sold. 

 
 

f) Borrowings 
Borrowings are initially accounted for at fair value, adjusted for directly chargeable transaction costs. 
Subsequently, they are valued at amortized cost using the effective interest rate method. 

 
Borrowings or tranches of borrowings carrying an irrevocable right to defer repayment for longer than 12 
months are classified as non-current liabilities; all others are classified as current liabilities. 
 
2.7 TANGIBLE FIXED ASSETS  
Land, buildings, investment property, machinery and equipment are recorded at cost less accumulated 
depreciation. Leasehold improvements are depreciated over their estimated useful life or the remaining term of 
the lease, whichever is shorter. Repairs and maintenance of rented buildings are charged directly to the income 
statement, while major renovations and refurbishments are capitalized as tangible fixed assets and depreciated 
over their estimated useful life.  

 
Depreciation is calculated using the straight-line method based on the shorter of the remaining term of the 
concessions and the estimated useful life of the asset, as follows: 
 
 
  Useful life in years 
Group premises 20 - 40 
Investment property 20 - 40 
Power plants 25 - 75 
Electricity distribution grids 15 - 40 
Machinery, equipment, installations and tools 6 - 15 
Vehicles  3 - 8 
IT hardware and software 3 - 8 
 
Land is only depreciated in the event of a loss in value. 
 
Equipment under development is treated as a fixed asset and written down in the year it is brought into service. 
 
If the Group has to dismantle power plants or other fixed assets and recondition the property owned by third 
parties on which the assets are located, the estimated cost of such work is added to the initial cost at the 
acquisition date and written down over the useful life of the assets. 
 
An impairment review of fixed assets is carried out whenever there is an indication that the recoverable amount 
may be lower than the carrying amount. Where appropriate, the Group books a loss in value equivalent to the 
difference between these amounts. 

 
The recoverable amount is defined as the higher of an asset’s net selling price and its value in use. Value in use 
is the discounted present value of estimated future cash flows expected to be derived from this asset or the 
smallest identifiable group of assets to which it belongs, and whose continuing use generates cash inflows 
which are independent of those arising from other assets or groups of assets. Consequently, the Group must 
make an assessment of the overall economic conditions expected during the useful life of its assets. These 
estimates may diverge considerably from the actual values.  
 
 
2.8 INTANGIBLE FIXED ASSETS  
The excess cost resulting from a corporate acquisition is entered on the balance sheet as goodwill. Goodwill is 
deemed to have an unlimited life and undergoes an annual impairment review based on an assessment of 
future economic benefits. 
 
Other intangible fixed assets are valued at cost and amortized using the straight-line method over their 
estimated useful life as follows: 
   
•  Concessions: duration of the concession 
•  Software programs: 5 years 
•  An impairment review is carried out if there are indications that the recoverable amount may be less than the     

carrying amount. 
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2.9 PENSION PLAN 
Any differences in the fair value of pension fund assets in relation to the discounted present value of liabilities 
are booked to the consolidated income statement, taking into account cumulative actuarial gains or losses as 
well as past service costs which have not yet been recognized. However, a surplus of assets is only recognized 
on the balance sheet to the extent that it represents a future economic benefit for the Group, e.g. in the form of 
refunds from the pension plan or reductions in future contributions. If such a surplus of assets is not available or 
does not represent a future economic benefit, it is not recorded on the balance sheet but is disclosed in the 
notes. Similarly, an underfunding will only be recognized if the Group has to make good the shortfall. 
 
An actuarial gain or loss arises mainly from changes in assumptions, and from the difference between the 
actuarial assumptions and the actual results of the plan. The portion of actuarial gains or losses exceeding 10% 
(the corridor) of the higher of the present value of obligations and the fair value of plan assets is recognized in 
the income statement depending on the estimated average remaining working lives of the employees insured. 
 
 
2.10 PROVISIONS 
Provisions consist of liabilities whose issue, expiry or amount are uncertain. They are recorded when the Group 
is under a legal or implicit obligation arising from a past event, when it is probable that an outflow of funds will 
be necessary to discharge the obligation and when the amount of the obligation can be reliably estimated. The 
amount of provisions is estimated by Group management at the balance sheet date on the basis of the best 
possible estimate of the expenditure required to settle the obligation. If an outflow of funds is not likely or the 
amount cannot be reliably estimated, the obligation is not shown on the balance sheet but under contingent 
liabilities. If the impact is significant, the cash flows expected in order to discharge the obligation are discounted. 
The provision is discounted at the current market rate, which is increased if necessary by a rate reflecting the 
risks inherent in the liability.  
 
 
2.11 DEFERRED TAXES 
Deferred taxes are calculated using the variable carry-forward method, i.e. on the timing differences between 
the value of assets and liabilities recognized by the tax authorities and their book value recorded in the 
consolidated financial statements. 
 
No deferred tax has been calculated on the valuation differences of affiliated companies. The amount of the 
provision for deferred taxes is determined on the basis of known tax rates at the balance sheet date which are 
likely to be applied when the timing differences are eliminated. 
 
Loss carry-forwards deductible from future taxable income and other deferred tax assets are only recorded as 
assets if it appears probable that they will be realized later. 

 
 

2.12 OWN SHARES 
In the case of purchases of own shares, the total amount paid and the costs directly related to the transaction 
(net of income tax) are deducted from the Group’s shareholders’ equity until the cancellation or later sale of the 
securities.  If own shares are sold, the proceeds from the sale, net of transaction costs (but including the tax 
effect of income tax), are allocated to shareholders’ equity. 
 
 
2.13 NET REVENUES AND REVENUE RECOGNITION  
Net revenues include all income from the sale of electricity, goods and services less VAT, rebates, discounts, 
other agreed deductions as well as guarantees and losses on bad debts. Revenues are recognized when 
electricity is supplied, goods are delivered and services are rendered. Customers’ meters are read periodically.  
 
Many customers have their electricity consumption readings taken once a year during the final quarter; this 
applies to roughly half of all kWh supplied by the Group. 
 
Revenues include the adjustments in respect of the estimated volume of energy consumed, but not yet billed, 
between the date of the last meter reading and the end of the accounting period. The estimate is based on 
historical data adjusted for the increase in average annual consumption. 

 
Dividends from investments are accounted for when the right to distribution has been clearly ascertained. 

16



    

 
2.14 TAXES 
Taxes are calculated on the basis of taxable income for the current year and are charged to the income 
statement. 
 
Income taxes are recorded in the same period as the revenues and expenses to which they relate. 

 
 
2.15 EARNINGS PER SHARE 
Earnings per share are calculated by dividing net income by the weighted average number of parent company 
(Romande Energie Holding) shares outstanding. This indicator is shown before and after all potentially dilutive 
effects. 
 
 
2.16 RELATED PARTIES 
Related parties are considered to be Vaud Canton, the Romande Energie Pension Fund, and members of the 
Board of Directors and the Executive Board. Related parties are supplied with energy on terms comparable to 
those for customers who meet the same criteria. Vaud Canton collects fees for the use of water. 
 
 
2.17 DIVIDENDS 
Dividends are recorded in the consolidated financial statements once they have been approved by the General 
Meeting of Shareholders. 
 
 
NOTE 3 ACQUISITIONS, DISCONTINUED OPERATIONS AND  CHANGES IN SCOPE OF CONSOLIDATION  
 
1) Acquisitions 
 
 
a) HC SA 

On 31 May 2008, the Group acquired all the share capital of HC SA for CHF 2.5 million, plus a balance of 
CHF 1 million which will be paid if the objectives agreed upon by the buyer and the seller are achieved. 
 

b) Société de Distribution Electrique Champéry SA (SDEC) 
On 2 July 2008, the Group acquired 95% of the shares of SDEC for CHF 7.9 million. This amount 
comprises an initial cash payment of CHF 5.3 million and a second one of CHF 2.6 million to be made 
during the first half of 2009. 
 
 

2) Discontinued operations and acquisition 
On 7 October 2008, the Group acquired a 33.65% shareholding in SEVM held by local councils in the 
Vevey-Villeneuve region. At the same time, the Group withdrew from its public transport business by 
divesting itself of its shares in VMCV, a company which was created after a separation of activities in 2008. 
In addition to the VMCV shares that were transferred to the local councils, the latter  received a cash 
payment of CHF 39.3 million. 

 
       Further information on these acquisitions and disposals can be found in note 23. 

 
 
 
3)    Changes in scope of consolidation 

Société Electrique des Forces de l’Aubonne (SEFA) has been consolidated using the equity method since 
the 2008 financial year. The Group now has a seat on the board of this company and is thus involved in 
strategic decisions and dividend distribution policy. 
 
SEFA’s shares were carried under “Other long-term financial assets” in the amount of CHF 16.3 million 
(before tax) at 31 December 2007. This figure corresponds to the value of the company’s equity when it 
was consolidated. This change in the scope of consolidation has no impact on the Group’s equity. 
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NOTE 4 RISK MANAGEMENT 
 
  
4.1 Risk exposure 
The Group is exposed to market risks which derive mainly from energy prices, exchange rate and interest rate 
risks, as well as credit and liquidity risks. Management monitors these risks on a regular basis. The Group 
carries out transactions in derivative instruments – mostly interest rate swaps and forward exchange contracts – 
in order to reduce the risks associated with interest rates on borrowings and with foreign currency transactions 
conducted in the course of its operating activities. 
 
 The Group does not enter into financial transactions if they involve risks that cannot be estimated on their 
expiry date.  This means that it does not engage in transactions without holding the underlying assets and 
liabilities. Hedging is only used where there is a high probability that assets and existing or contingent liabilities 
will be sold.  
 
 
4.2 Energy price risk 
The Group is exposed to fluctuations in the market prices of all the energy it does not produce itself, i.e. around 
85% of total requirements. It therefore concludes long-term suppliers’ agreements on prices and volumes with 
selected partners. The agreement with the longest term runs until 2015. Added to forward purchases and the 
right of purchase mentioned in note 30, these contracts cover practically all energy requirements based on 
estimated 2009 consumption. 
  
For the remainder of its supplies, the Group uses stress-testing techniques to simulate the worst-case scenario. 
It fixes a maximum price for supplies every year, which it hedges on the European Energy Exchange (EEX) by 
means of forward purchases, taking advantage of fluctuations in spot and forward prices. Given the volatility of 
energy prices, the Group endeavours to hedge total estimated requirements for the next 24 months. 
 
Management tools provided by partner companies help to reduce the risk of energy price increases. 
 
The Group has hedged all its energy needs for the 2009 financial year, as well as most of its requirements for 
2010. This means that Romande Energie will have little exposure to price fluctuations on the wholesale 
electricity market over the next two years.  
 
Higher demand for electricity on the European market has led to congestion of cross-border transmission 
systems. Depending on the strength of demand, interconnection capacities at national frontiers are auctioned. 
The amount by which these auctions can push up the cost of energy purchases is impossible to estimate and 
can vary sharply from year to year; it was CHF 11 million in 2008, compared with CHF 15 million in 2007.
  
 
 
Financial risk 
 
4.3 Exchange risk 
This risk is mainly generated by energy purchases on the EEX, which are made exclusively in euros. 
Consequently, the Group uses currency futures and options to hedge all its firm commitments in foreign 
currencies and 50% of its estimated cash flows for the next 12 months, in line with its inhouse treasury 
management policy. 
 
On a pre-tax basis, a change in the EUR/CHF exchange rate of between +5% and -5% – which is reasonably 
possible, other things being equal – would have had an impact of CHF 8.1 million on the 2008 income 
statement, compared with CHF 4.6 million in 2007. It would not have affected shareholders’ equity. 
 
The Group does not apply hedge accounting and all changes in exchange rates are recognized in the income 
statement. 
  
 
4.4 Interest rate risk 
As the Group has a very low level of indebtedness, it is unlikely to be affected significantly by the risk of a rise in 
interest rates.  Exposure to interest rate risk is essentially due to term deposits placed by the Group. On a pre-
tax basis, the impact on the 2008 income statement of an increase or decrease of 50 basis points was CHF 0.4 
million, compared with CHF 1.1 million in 2007. There was no effect on shareholders’ equity. 
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4.5 Other price risk 
The Group is exposed to price risks on securities arising from investments in financial holdings. These 
investments are held for strategic purposes, rather than for trading purposes. The Group does not have any 
material exposure to fluctuations in securities prices. These fluctuations are accounted for under shareholders’ 
equity. 
 
 
4.6 Credit risk 
Credit risk is managed centrally for the Group. It concerns counterparties who may not be able to honour their 
commitments.  
 
The client-related risk is limited, in view of the large number of clients and the fact that they are all located in 
Switzerland. Open positions are monitored on a monthly basis (see note 15). The Group does not have 
significant exposure to an individual counterparty.  
 
The risk associated with other financial instruments such as liquid assets, cash equivalents, derivative financial 
instruments and deposits with financial institutions is managed by investing and acquiring these instruments in 
conformity with the Group’s inhouse treasury policy and regulations. Investments are only placed with financial 
institutions which meet strict selection criteria. The maximum risk on this position is equal to the carrying value 
of the financial instruments. 
 
 
4.7 Liquidity risk 
Liquidity risk is the risk that the Group will be unable to meet its commitments as they fall due. The treasury 
department is responsible for cash flow and financing procedures. Liquidity and financing risks are regularly 
monitored by the Executive Board at Group level.  
 
The table below shows the various maturities of the Group’s payables (incl. interest). 
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ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS 
Notes to the consolidated financial statements for 2008 

 
4.8 Capital management 
The main aim of capital management is to maintain the ability to raise funds in order to ensure continuity of 
operations and maximize enterprise value. 
 
The Group monitors indebtedness using the gearing ratio, which corresponds to net indebtedness divided by 
total equity. Until the end of 2007, the Group had a net asset position. Since 2008, it has invested significantly in 
production facilities for renewable energies. A profitability analysis is conducted for all major projects in this 
area, as the Group only invests in projects that guarantee a return on investment.  

 

 
 
 
 
 
NOTE 5  CRITICAL VALUATION FACTORS 
 
Estimates and working hypotheses are continuously assessed and are based on experience as well as other 
factors, such as the likelihood that certain events will take place given the circumstances. 
 
a) Group Pension Fund 
The calculation of pension liabilities arising from defined benefit plans is made using actuarial assumptions 
which may diverge from reality and influence the Group’s assets and earnings. 
 
 
b)  Valuation adjustment of tangible and intangible fixed assets and goodwill 
The book value of tangible and intangible fixed assets and goodwill is CHF 760.9 million. An impairment review 
is carried out annually or whenever there are indications of a fall in value. These reviews are made on the basis 
of estimated future cash flows resulting from the use and probable sale of assets. However, actual cash flows 
may differ significantly from initial estimates.  
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Under existing agreements, fees are paid to cantons and municipalities for the use of land (for distribution 
purposes) or water resources (for production purposes). 
 
 

 
 
The entry into effect of the IFRIC 14 interpretation led the Group to recognize an asset of CHF 3.8 million in 
2008. This amount was deducted from pension costs for 2008.   
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There was no writedown of miscellaneous receivables and miscellaneous current assets in 2008 or 2007. No 
loss was recorded. Book value was the same as fair value. 
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The goodwill position is made up as follows: 
 
SEVM goodwill 13'286 
HC SA goodwill 2'669 
SDEC goodwill 1'300 
Total 17'255 
 
Goodwill related to the acquisition of SEVM shares is subject to an impairment review at least once a year or 
each time there are indications of a potential loss in value. In order to determine the fair value of goodwill and 
all other intangible fixed assets, the Group uses the method of discounting future economic benefits. 
Evaluations are made on the basis of assumptions that take account of the following parameters: 
- discount rate of 7% 
- projection of future results until expiry of the initial concession, i.e. 2028 
- zero growth rate 
 
Concessions are written off over the life of the concession. Other intangible fixed assets are written off over 5 
years. 
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The carrying value of EOS Holding SA is strongly influenced on the upside by the change in fair value of 
financial instruments – mainly Atel Holding shares – held by this company. In view of the unfavourable trend 
in Atel Holding’s share price, an amount of CHF 84 million was deducted from the Group’s equity, 
representing our part of the loss in value of that asset, which was valued at market on the balance sheet 
date. At the end of 2007, the same accounting treatment had led to a positive correction of CHF 242 million, 
which was also recognized in the Group’s equity. 
 
Société Electrique des Forces de l’Aubonne (SEFA) has been consolidated using the equity method since 
the beginning of 2008. The Group now has a seat on the board of this company, whose shares were carried 
under “Other long-term financial assets” in the amount of CHF 16.3 million (excluding tax effects) at 31 
December 2007. This amount corresponds to the value of SEFA’s shareholders’ equity when it was 
consolidated. The change in the scope of consolidation had no impact on the Group’s equity. 
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a) HC SA 

On 31 May 2008, the Group acquired all the share capital of HC SA for CHF 2.5 million, plus a balance of 
CHF 1 million (non-discounted) that will be paid if the objectives agreed upon by the buyer and the seller 
are achieved. The purchase price was determined on the basis of future cash flows. HC SA specializes 
mainly in business consultancy for companies operating in the energy field. Its registered office is in 
Fribourg and it has a share capital of CHF 100 000. 
 
HC SA has been fully consolidated in the Group’s financial statements since 31 May 2008. The goodwill 
recognized on that date is attributed to the synergies expected, as well as the acquisition of skills and the 
future cash flows resulting from the company’s activities. The consolidation of HC SA has had no 
material impact on the income statement or on cash flows.  
 

b) Société de Distribution Electrique Champéry SA (SDEC) 
On 2 July 2008, the Group acquired 95% of the shares of SDEC for CHF 7.9 million. This amount 
comprises a first cash payment of CHF 5.3 million, and a second cash payment of CHF 2.6 million to be 
made during the first half of 2009. SDEC, which was fully consolidated with effect from the acquisition 
date, holds all the shares of Société Hydro Electrique, Val d’Illiez (SHEVI). Its value is mainly based on a 
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technical assessment of the electricity distribution grids owned by that company. The fair value of the net 
assets acquired under the final allocation of the costs of this operation amounts to CHF 7 million, while 
goodwill is CHF 1.3 million. The impact of the consolidation on the income statement is less than CHF 1 
million, which is insignificant in cash flow terms. 
 
The revenues of the entities involved in this acquisition would have been CHF 7.5 million for the 2008 
financial year if the entities had been consolidated at the beginning of the year. Their net income would 
have amounted to CHF 0.1 million for the same period. 
 

 
Transactions with minority shareholders 
On 4 February 2008, the Group announced the conclusion of an agreement in principle with the local 
councils which held 33.65% of SEVM shares. While the contract of sale was signed on 9 April 2008, the 
councils still had to ratify the decision to sell these shares to the Group. This was done on 30 June 2008. 
Under the terms of the agreement, SEVM’s energy business was to be separated from its public transport 
business. On 26 June 2008, the shareholders of SEVM approved this separation of activities, and a new 
company called VMCV SA was created for transport services. The decision to split up SEVM was recorded in 
the commercial register on 9 July 2008 and became effective on that date. The final stage of the transaction 
took place on 7 October 2008, when the Group transferred VMCV’s share capital to the local councils and 
withdrew from the transport business. At the same time, the local councils gave up their SEVM shares and 
their right to purchase the power grid in 2028 (a right dating back to agreements signed with the Group in 
1988), in return for a cash payment of CHF 39.3 million. The total cost of the transaction was CHF 40.5 
million, representing the sum of the cash payment and the fair value of the net asset sold (CHF 1.2 million). 
 
The amount of CHF 40.5 million includes the fair value of the securities acquired and goodwill estimated at 
CHF 13.3 million. The goodwill estimate is based on the following factors: 
 
• the local councils holding SEVM shares would have had the opportunity to buy the power grid in 2028,  

which would have had negative consequences for the Group. Losing the grid would have resulted in major 
losses in terms of synergy; 

• losing the grid would also have meant losing the clients served by the grid; 
• acquisition of all the share capital and hence of voting and ownership rights. 
 
Goodwill was calculated on the basis of savings achieved by giving up the transport business, and future 
economic benefits arising from continued synergistic effects after 2028. The discount rate used is 7% and the 
growth rate is 0%. 
 
An impairment charge of CHF 2.1 million was booked in order to bring down the value of the net asset 
represented by the transport business to the transaction price. This valuation adjustment has no tax 
repercussions. 
 
Under the transaction on the buyback of SEVM shares, it was agreed that the Group would pay the sellers an 
amount of CHF 39.3 million as well as providing them with all the VMCV shares. Taking into account the 
cash resources of VMCV at the time of the transfer, the actual amount of cash released was CHF 41.5 
million. 
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Cash flows from VMCV-related activities 
 

 
 
Owing to uncertainties regarding the amounts of future cash flows, the initial recognition of these acquisitions 
and transactions with minority shareholders was determined on the basis of provisional values. Any fair value 
adjustments that need to be made to assets, liabilities and contingent liabilities arising from these 
transactions will be effected within 12 months of the acquisition date. 
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Miscellaneous financial investments  
Miscellaneous financial investments are measured at fair value. In the case of unlisted companies for which 
we do not have a recent valuation, fair value is determined on the basis of EBITDA, applying a multiplier 
reflecting the standards used in their business sector. In 2008, a valuation adjustment in the amount of CHF 
0.2 million was booked to shareholders’ equity.  
 
Loans to affiliated companies 
This position comprises a receivable from FMS bearing interest at 3%. A receivable from FMHL, which would 
normally have fallen due in March 2009, was repaid in 2008. 
 
 

 
 
 
Derivative financial instruments reflect the valuation of forward exchange contracts and interest rate swaps. 
The marked drop in the euro exchange rate against the Swiss franc resulted in the recognition of a liability. 
The fair value of forward currency contracts was positive at 31 December 2007 (CHF 5 million). The table 
below provides details of derivative financial instruments. 
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Financial debts with banks are contracted at market terms. VMCV-related borrowings did not bear interest. 
Given the specific nature of these borrowings, no fair value was calculated. For other borrowings, book value 
is close to fair value. VMCV borrowings and loans were transferred to the acquirers of this business under 
the SEVM transaction. 
 
The average interest rate paid on borrowings in 2008 was 4.01% (the same as in 2007). 
 
 
 

 
 
All Group employees are members of the Group’s Pension Fund. Those Group employees who were insured 
with a multi-employer defined contribution pension plan, under Swiss law, exited the plan when the Group 
sold its public transport business. The related pension plan was also withdrawn from the Group's pension 
plan.  
 
The liabilities and capital for the year have been reviewed by independent pension actuaries.  
 
The pension plan’s financial situation is summarized below: 
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The expected rate of return is calculated on the basis of the return objective set out in the Group pension 
plans' investment guidelines. This strategy was established by the Pension Boards based on an asset-
liability modelling study. 
 
Employer's contributions for the 2009 financial year are estimated at CHF 6.7 million. 
 
Actuarial losses amounted to CHF 63.4 million and exceed the corridor. This coverage gap must therefore be 
amortized over a period of about 14 years. 
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Right of purchase  
 
Under the agreements concluded with EOS, the Group may purchase electricity from this company between 
1 October 2007 and 31 December 2030 on the following terms: pre-defined maximum quantities 20% less 
than its annual consumption, at a price equivalent to the average production cost at EOS. The cumulative 
difference over the years between the average selling price and the average production cost at EOS for the 
quantities taken up may not exceed a mutually agreed ceiling. 
 
This possibility of obtaining energy supplies is considered as a right of purchase which will only vest when it 
is exercised and will only be extinguished by the physical delivery of electricity. It is therefore a future right to 
the purchase of energy, the exercise of which will depend on market conditions at the time when it can be 
exercised. This right is accounted for in the consolidated financial statements if and when it is exercised. It 
represented an amount of CHF 25 million for the 2008 financial year. In 2007, the right was only exercised 
during the final quarter and involved an amount of CHF 3.6 million. These amounts are deducted from the 
cost of energy purchases. 
 
 
 
 

 
 
 
 

 
 
Taxes and other duties paid in Vaud Canton are not included in the data on related parties. 
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Entities with significant influence on the Group are considered to be shareholders who own 20% or more of 
the share capital of Romande Energie Holding SA, the parent company. 
 
The sharp increase in purchases from and amounts due to “Main managers” is primarily the result of two 
factors, namely the appointment of Giovanni Leonardi, CEO of Atel SA, to the Board of Directors and the 
inclusion of Atel SA and the Lausanne Public Utilities Department among our energy suppliers. 
 
Transactions with related parties are effected at market rates.  
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NOTE 36    POST-BALANCE SHEET EVENTS 
 
The consolidated financial statements of Romande Energie Group for 2008 were approved by the Board of 
Directors on 27 March 2009. The Annual General Meeting of Shareholders will be asked to approve a 
dividend of CHF 22 per share. If this recommendation is adopted, the total distribution for 2008 will amount to 
some CHF 24 million, taking into account own shares held by the Group.            
                                                                                                            
In a press release issued on 19 December 2008, EOS and Atel announced the completion of their merger to 
form Alpiq. As a shareholder of EOS, which will own 31% of Alpiq’s share capital, the Group will see its 
financial statements strongly influenced by this transaction. Under the merger agreement, EOS has valued all 
its assets at fair value. The transaction will be implemented in the first half of 2009 and is expected to lead to 
the recognition of an exceptional after-tax profit of around CHF 462 million, which will be carried under 
“Equity in net income of affiliated companies”. 
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NOTE 38  FAIR VALUE OF FINANCIAL INSTRUMENTS 
 
Management considers that the book values of financial assets and liabilities accounted for at amortized cost are close to 
the fair values. 
 
 
NOTE 39  INFORMATION ON RISK MANAGEMENT 
 
The Group has appointed committees to manage specific risks such as those associated with the supply of electricity. A 
risk manager coordinates the work of these committees and the procedures involved in risk management. The internal 
control system (ICS) processes have been defined and validated, and they were implemented in the course of the year. 
This new approach enables top management to monitor the most important processes at Romande Energie, which have 
a significant impact on financial reporting. 
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Place Chauderon 18 
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 Member of the Swiss Institute of Certified Accountants and Tax Consultants
 

To the General Meeting of 

Romande Energie Holding SA, Morges 

Lausanne, 30 March 2009 
 

Report of the statutory auditor on the financial statements 
  
As statutory auditor, we have audited the accompanying financial statements of Romande 
Energie Holding SA, which comprise the balance sheet, income statement and notes for the 
year ended 31 December 2008.  
 
Board of Directors’ responsibility 
The Board of Directors is responsible for the preparation of the financial statements in ac-
cordance with the requirements of Swiss law and the company’s articles of incorporation. 
This responsibility includes designing, implementing and maintaining an internal control sys-
tem relevant to the preparation of financial statements that are free from material mis-
statement, whether due to fraud or error. The Board of Directors is further responsible for 
selecting and applying appropriate accounting policies and making accounting estimates that 
are reasonable in the circumstances.  
 
Auditor’s responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with Swiss law and Swiss Auditing Standards. Those 
standards require that we plan and perform the audit to obtain reasonable assurance 
whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers the internal control system relevant to the entity’s preparation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control system. An audit also includes evaluating the appropriateness of the accounting poli-
cies used and the reasonableness of accounting estimates made, as well as evaluating the 
overall presentation of the financial statements. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion. 
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Opinion 
In our opinion, the financial statements for the year ended 31 December 2008 comply with 
Swiss law and the company’s articles of incorporation. 
 

Report on other legal requirements 
 
We confirm that we meet the legal requirements on licensing according to the Auditor Over-
sight Act (AOA) and independence (article 728 Code of Obligations (CO) and article 11 
AOA) and that there are no circumstances incompatible with our independence. 
 
In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we 
confirm that an internal control system exists, which has been designed for the preparation 
of financial statements according to the instructions of the Board of Directors. 
 
We further confirm that the proposed appropriation of available earnings complies with 
Swiss law and the company’s articles of incorporation. We recommend that the financial 
statements submitted to you be approved. 
 
 Ernst & Young Ltd 
   

Serge Clément  Christelle Sierro 
Licensed audit expert 
(Auditor in charge) 

 Licensed audit expert 
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10. RISK MANAGEMENT 
 
The Group has appointed committees to manage specific risks such as those associated with the supply of electricity. A 
risk manager coordinates the work of these committees and the procedures involved in risk management. The Finance 
and Audit Committee as well as the Board of Directors perform regular reviews of risk management, which is subject to 
their approval.  
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Abbreviations 
 
  
 
EBIT    Earnings before interest and taxes 
   
 
FGB    Société des Forces Motrices du Grand-St-Bernard 
 
 
FMA    Forces Motrices de l'Avançon SA 
 
 
FMHL   Forces Motrices Hongrin-Léman SA 
  
 
IFRS    International Financial Reporting Standards 
     
 
RE    Romande Energie SA 
 
 
SDEC   Société de Distribution Electrique Champéry 
 
 
SEBV   Société électrique du Bas-Valais 
 
 
SEFA    Société Electrique des Forces de l'Aubonne 
 
 
SEVM   Société électrique Vevey-Montreux 
 
 
SHEVI                                Société Hydro Electrique, Val d’Illiez 
 
 
VMCV    Transports publics Vevey-Montreux-Chillon-Villeneuve 
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pittetl
Texte tapé à la machine
This english translation is based on the French original. 
In case of doubt the original French text shall prevail.  
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