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ROMANDE ENERGIE GROUP
Key consolidated figures

CHF 000, unless otherwise stated 2008 2007 2006 2005 2004
INCOME STATEMENT

Continuing operations

Met revenues 572 455 472 G0V 466065 452096 480192
(Sross margin 245137 231036 2B 071 282482 323315
Personnel expenses 73844 7B 330 89 B35 S08ss 101 B4
EBITDA, 129784 116239 140532 1615945 182 4593
EBIT g4 719 72728 96579 135729 1354565
Discontinued operations

Met income from discontinued operations (1 276) 7AQ - -
Met income for the year 122668 171618 97333 124605 121194
CASHFLOW

Met cash provided by operating activities g3 492 85 836 111 295 157 &03 135 460
Met cash provided byfused in investing

activities (939571 (416160 (120972) 4305 (96 144)
Met cash uzed in financing activities (33287 (BEOE2Y (17 462) (191107 (22 463)
OTHER DATA

Earnings per share (in CHF) 111 156 a7 106 107
Ordinary dividend (proposed for 2008) per

share (in CHF) 22— 20.-- 18.-- 15.- 12.-
Extraordinary dividend per share (in

CHF) 10.-- -

Total dividend (proposed for 2003) per

share (in CHF) 22 - 30.-- 18.-- 15.-- 12.-
mhareholders' equity attributable to

parent company shareholders 1805620 1802675 1404478 1147 680 1 022 7&1
mhareholders' equity as % of total assets o3.6 81.0 /a2 B9.5 B89
=hareholders' equity per share {in CHF) 1 640 1 B35 1276 1043 925
Romande Energie Holding share price at

31 December (in CHF) 1 980 2 035 1 BES 1285 1155


pittetl
Texte tapé à la machine


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.



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

Swissquote
43.88% B

31.89% F2750
18.80% 2500
T.91%- F22a0
-4.08% F20a0
-16.07%- F1750
-28.06%- 1500

-40.05% F1240

-52.04% F1o00
2008 Feb Mar Apr May Jun Jul  Aug Sep Oct  Mov Dec 2I]I‘]9 Feb Mar

SR —

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 hillion 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:

CHF 000 2008 2007
MWarket capitalization 2179635 2295222
Minarity interests 18 039 45 635
Financial debts 39 462 80 441

less cash and cash equivalent [ 161 194) [ 205 373)
Enterprise value 2075942 2215 975

Enterprise value/EBITDA 16.00 18.78

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’llliez (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 Alpig 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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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.

%2 Member of the Swiss Institute of Certified Accountants and Tax Consultants
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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

rge Clement Christelle Sierro

Licensed audit expert Licensed audit expert
(Auditor in charge)




ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS
Consolidated income statement for 2008

CHF 000, except per share amounts Note 2008 2007
Net revenues from continuing operations B 572 455 472 807
Furchases of energy, goods and services 70324 318) (241771
Gross margin from continuing operations 248 137 231 036
Fersonnel expenses 8 ([ 73844) (7B 330)
Other operating expenses 9 (44 499) (38 467)
Depreciation an tangible fixed assets 19,200 (45 024) (43511
Depreciation an intangible fixed assets 21 [ a1
EBIT " from continuing operations 84 719 72 728
Financial incame 10 9073 12 160
Financial expenses 10 (18 164) (3 458)
Equity in net income of affiliated companies 2 B3 535 105 202
Income before taxes from continuing operations 139 463 189 635
Income taxes 11 [15518) (18757
Net income from continuing operations 123 945 170 878
Met income from discontinued operations 23 [ 1276) 740
Net income for the period 122 669 171 618
Attributable to
Parent company shareholders 122 045 171 564
Minority interests BZ4 54
122 669 171 618
Weighted average number of shares outstanding 18 1 100 826 1100 826
Earnings per share
Earnings per share from continuing operations 112.03 155.18
Earings per share from discontinued operations -1.16 0.67
Earnings per share 12 110.87 155.85

1) EBIT = Earnings before interest and taxes

The accompanying notes form an integral part of the consolidated financial statements.



ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS
Consolidated balance sheet at 31 December 2008

CHF 000 Note  31.12.2008 31.12.2007
ASSETS

Curremt assets

Zash and cash equivalents 13 161 194 206373
Securities, term deposits and derivative financial instruments 14 28 345 a8 552
Trade accounts receivable 14 170 204 133241
Available-for-sale property 16 1172 1274
Other current assets 17 20 634 15903
Total current assets 381549 414 344

Non-current assets

Tangihle fixed assets 19 741 4649 7o6 284
Imvestment property 20 1314 3824
Intangikle fixed assets 1 18100 -
Investments in affiliated companies 22 1005 4903 1022114
Other long-term financial assets 24 15 874 29323
Total non-current assets 1782 662 1811546
Total assets 2 164 211 2225390

LIABILITIES AND SHAREHOLDERS'™ EQUITY

Current liahilities

Trade accounts payahble 41 7a7 38 6T
Other shor-term liahilities 25 88 876 g2 357
Shor-term portion of long-term borrowinos 26 262 262
Current tax liahilities 16 009 17 736
Short-term provisions 28 1023 952
Total current liabilities 147 927 130 978

Non-current liabilities

Long-term borrowings 26 39 200 a0174
Deferred tax liahilities 24 148 306 181 922
Long-term provisions 28 21149 A 4451
Total non-current liabilities 192 625 23T 552
Total liabilities 340 552 377 530

Equity attributable to parent company shareholders

Share capital 28 500 28 500
Additional paid-in capital 13111 13111

Other resemes J63 4449 462102
Retained earnings 1 4145 805 1314 207
Owyn shares (15 245 (15 245
Total equity attributable to parent company shareholders 1 805 620 1802 675
Minority interests in equity 18 039 45 685
Total shareholders' equity 1823 659 1848 360
Total liabilities and shareholders” equity 2164 211 2225 890

The accompanying notes form an integral part of the consolidated financial staterments.
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ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS
Consolidated cash flow statement for 2008

CHF 000 Note 2008 2007

Net income 122 669 171 618

Hon-cash items in continuing operations

- Taxes M 15 016 18 806
- Depreciation on fixed assets 45 075 46 443
- Equity in net income of affiliated companies 2 [ B3 835) (103 202
- Dividends received from affiliated companies E Y 1007
- Met profit on sale of fixed assets 2] (1052 (3443
- Met financial income 10 9 091 (a871n
- Change in pension fund assets 17 (3811
- Other non-cash iterns [ 57 (1821
Interest received and other financial income B 331 5572
Interest paid and other financial expenses (1796 (2 BB3)
Taxes paid [ 22 457 [ 22 367
Cash flows before change in working capital 114 403 96 239
Change in current assets and other cash flows from operating activities 33 (30911 10 403)
MNet cash provided by operating activities 83 492 83 836
FPurchase of tangible fixed assets (714128 |57 753)
oale of tangible fixed assets 1 446 793
Acquisition of shareholdngs, net of cash (7 216)
Acquisition from minority shareholders [ 39 300
Cash paid with spinoff of YMCY 54 [2128)
male/purchase of investment securities 25724 18 206
Change in ather long-term financial assets (1081
Net cash used in investing activities { 93 96T} {41 616)
Repayment of short-term debts - [ B1 260)
Change in long-term borrowings - 7 554
Capital paid in by minority shareholders - b 384
Dividends paid ta minority shareholders [ 262 [ 935)
Dividends paid to parent company shareholders [ 33 025) (19 814)
Net cash used in financing activities { 33 287) { 68 062)
Cash flows from discontinued operations 23 254
Met effect of conwersion differences on cash and cash equivalents { 671)
Met decrease in cash and cash equivalents {44 179) {23 842)
Cash and cash equivalents at beginning of year 205 373 229215
Cash and cash equivalents at end of year 161 194 203 373

The accompanying notes form an integral part of the consolidated financial statements.



ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS

Consolidated statement of changes in shareholders’ equity for 2008

Equity of parent company shareholders

Additional Total

Share paid-in Other  Retained Own Minority shareholders’
CHF 000 capital capital reserves  earnings  shares Total interests equity
Balance at 1 January 2007 28 500 13111 215 654 1162458 (15245) 1404478 40 182 1444 660
Change in shareholders’ equity 2007
Yaluation adjustments booked directly to
shareholders' equity of EOS Halding SA 247 434 247 434 242 434
Capital increase - minority shareholders £ 385 6 385
Correction to fair value of available-for-sale
financial instruments 4014 4014 4014
Income and expenses accounted for
directly under shareholders' equity 245 448 246 448 385 252833
Income for the year 171 564 171 564 54 171618
Total income and expenses for the
year 246 448 171 564 418 0112 6 439 424 451
2006 dividend paid (THF 18 per share) (198148) {19819) [ 936) {20751)
Balance at 31 December 2007 28 500 13111 462102 1314207 (15245) 1802675 45 685 1848 360
Change in shareholders’ equity 2008
“Yaluation adjustments hooked directly to
shareholders' equity of EOS Holding SA (84 494y {84 404y {84 494)
Carrection to fair value of available-for-sale
financial instruments {163 { 168) { 168)
Income and expenses accounted for
directly under shareholders' equity (84 BE2) {84 BEZ) {84 662)
Income for the year 122045 122045 624 122 669
Total income and expenses for the
year { 84 662) 122 045 37 383 624 38 007
Change in scope of consaolidatian (14 159) 12746 (1413 [Z2a o003 {29421)
2007 dividend paid (THF 30 per share) (33 029) {33029) [ 262) (33287)
Balance at 31 December 2008 28 500 13111 363281 1415973 (15245) 1805620 18 039 1823 659

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.



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.

10



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:

e 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)

e |FRIC 11 IFRS 2 - Group and Treasury Share Transactions
(entry into effect on or after 1 March 2007)

e |FRIC 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

e |FRS 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.

e |FRS 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.

e |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.

e |AS 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.

e |AS 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.

e |AS 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.

11



e 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.

e |FRIC 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.

e |FRIC 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.

e |FRIC 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

e |FRS 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.

e |AS 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.

e |AS 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.

¢) 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.

¢) 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.

15



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.
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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

a)

b)

2)

3)

Acquisitions

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.

Société de Distribution Electrigue 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.

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 VMCYV 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.

Changes in scope of consolidation

Société Electrique des Forces de I'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 pricerisk

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 Creditrisk
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).

Maturities

Belaw 1 1-3 312 Ower 5
CHF 00O manth manths manths  1-5 years years Total
31 December 2008
Financial debts 10594 358 28920 14 858 45 2350
Trade accounts payable 30035 11 245 477 41 757
Cther payables 20 234 35 162 27 438 3042 83 576
Total 50 263 a0 501 28 273 31 952 14 858 175 863
Derivative financial instruments
Forward currency purchases 7/ 516 b 555 29 830 g3 529 127 534
31 December 2007
Financial dehts 1094 B26 a0 497 19157 A1 374
Trade accounts payable 32613 5 4R3 595 38 61
COther payables 16 086 a4 404 11 867 852 357
Total 43 593 B0 951 13 083 a0 497 19 157 172 402
Derivative financial instruments
Forward currency purchases 5 0&1 15 5892 55 571 54129 134 553
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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.

CHF 000 2008 2007
Financial debts 39 452 80 441
Trade and other receivables 130 B33 121 028
Less cash and cash equivalents (161 194 (205 373
{Net assets)/net indebtedness 8 901 {3 904)
Shareholders’ equity 1805 620 1802 675
Total shareholders’” equity and {net assets) net indebtedness 1814 521 1798 771
Gearing ratio 0.49% H.5.

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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CHF 000 2008 2007

NOTEG  NET REVENUES

Energy revenues 514 128 418 109
Product and serice revenues 10 720 8 248
Other revenues 30 478 27 963
Company-produced asset additions 17 853 19 344
Change in guarantees and losses on bad debts [ 724 [ B57)
Total net revenues 372 455 472 807
NOTET7  PURCHASES OF ENERGY, GOODS AND SERVICES
Energy purchases 2492 339 209 429
Concessions and fees 25 324 26517
Other purchases b B55 5 525
324 318 241771

Total purchases of energy, goods and services

Under existing agreements, fees are paid to cantons and municipalities for the use of land (for distribution
purposes) or water resources (for production purposes).

NOTES  PERSONNEL EXPENSES

Compensation B1 275 89 B70
=ocial insurance and pension costs 8 960 13289
Other personnel expenses 3 RB0Y 3371

73 844 76 330

Total personnel expenses

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.

NOTE 9 OTHER OPERATING EXPENSES

Miscellaneous expenses 45 551 41 900
Met loss on sale of fixed assets (1052 (3433
44 499 38 467

Total other operating expenses
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CHF 000 2008 2007
NOTE 10 NET FINANCIAL INCOME

Interest income 4 BT 5020
Dividend income B4S 437
Income fram securities 963 1003
Profit on sale of securities J6 1
Exchange rate gains 2 3dh BY
Change in fair value of financial instruments - 5245
Mizcellanous financial income 423 381
Total financial income 9073 12 160
Interest on borrowings, mortgages and bank debt (16827 (2 A3M
Exchange rate losses (3373 [ 73
Change in fair value of financial instruments (12 214) | 335)
Losses on securities [ 787 [ 224
Discounting of provisions (see note 28) [ 175) | 120)
hiscellaneous financial expenses EE)] [ 155
Total financial expenses { 18 164) {3 455)
Net financial income {9 091) 8705
CHF 000 2008 2007
NOTE 11  INCOME TAXES

Income before taxes 139 463 189 B35
Current income taxes 20730 18 555
Deferred income taxes (5212 202
Total income taxes 15 518 18 757
Analysis of tax rate:

The main differences between the weighted average tax rate and the actual tax rate are as follows:
Applicable weighted average tax rate (as %) 23.20 2328
Effects of equity method of consolidation (as %) -10.93 -13.00
Effects of incorne taxed at reduced rates or not taxed (as %) -1.20 0.0a
Effects due to previous years (as %) 0.05 -0.40
Actual tax rate 11.12 9.88

The change in the weighted average tax rate stems mainly from the nature of the taxable items and the

various companies in which they are taxed.



NOTE 12 EARNINGS PER SHARE (EP5)

Earmings per share are calculated by dividing net income allocated to parent company shareholders by the
weighted awverage number of shares outstanding during the year, excluding the average number of own
shares held by the Graup.

Earnings per share
Weighted average number of shares outstanding 1100 826 1100 826

Net income allocated to Romande Energie Holding SA
shareholders {in CHF 000}

Continuing operations 123 321 170 524
Discontinued operations -1 276 740
Total 122 045 171 564

Earnings per share {in CHF)

Continuing aperations 112.03 155.18
Discontinued operations -1.16 0.5/
Tatal 110,87 15585

NOTE 13 CASH AND CASH EQUIVALENTS

Liguid assets in bank current accounts and cash in hand 127 532 76 349
hon-term deposits 33 BE2 129 024
Total cash and cash equivalents 161 194 205 373

Ligquid assets in bank current accounts are remunerated at variable interest rates. Shor-term deposits are
placed for periods of between one day and three months, according to the Group's immediate cash flow
needs. The fair value of cash and cash equivalents was equal to their book value at 31 December 2008 and
31 December 2007

NOTE 14 SECURITIES, TERM DEPOSITS AND DERIVATIVE
FINAMCIAL INSTRUMENTS

Marketable bonds 17 074 427380
bedium-term notes - 11 081
Total investment securities 17 074 53 861
Term deposits with a maturity of more than 30 days 11 271

Derivative financial instruments - 4 BN
Total investment securities and derivative financial instruments 28 345 58 552
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CHF 000 2008 2007
NOTE 15 TRADE ACCOUNTS RECEIVABLE

Trade accounts receivable 123 3582 96 A06
Mon-invoiced energy deliveries 49 036 Ja 821

Total trade accounts receivable, gross 172 118 135 407
Provision for doubtful accounts (2214 (2 16R)
Total trade accounts receivable, net 170 204 133 241

The increase in this item is directly related to the growth in revenues. The partners of Homande Energie

Commerce SA have pravided sorme 30 000 clients for the Group's marketing structure.

At 31 December 2008, an impairment charge was booked for receivables inthe amount of CHF 2 B55 000
(2007 CHF 2 B50 000). The provision issued for this itern was CHF 2214 000 at 31 Decermber 2008 2007
CHF 2 166 000). The impairment charge for individual iterns concerns clients whose financial

circumstances make it most unlikely that the Group will recover the amounts due.

Feceivables with individual provisions aale] 714
Receivahles with lump-sum provisions 1 7EBb 1936
2 655 2 650
Movement of provision for doubtful accounts
Balance at 1 January {2 166) { 1952)
Allocation { 136) [ 225)
Lse 33 120
Felease - 109y
Balance at 31 December {2 214) {2 166)

The following table gives an aveniew of customer accounts which were not settled on the due date but for

which nao impairment charge was booked.

Between 30 and B0 days overdue 2381 1339
Between B0 and 90 days overdue b5/ 419
Between 90 and 120 days overdue 347 202
Between 120 and 180 days overdue a05 104
Total 3 890 2 064
NOTE 16 AVAILABLE-FOR-SALE PROPERTY

Balance at 1 January 1275 1353
nales/disposals [ 103 [ 78)
Total availableforsale property 1172 1275

Real estate agents have been appointed to sell property classified as available for sale.
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CHF 000 2008 2007

NOTE 17 OTHER CURRENT ASSETS

Prepaid expenses and accrued income 7915 8013
Miscellanous receivables and miscellanous current assets 5 297 4993
Aszsets resulting from the defined benefit pension plan 3811

Prepaid employee benefits and social security costs 177 BES
Taxes payable in advance, withholding taxes and other recoverable taxes 3 434 2226
Total other current assets 20 634 15 903

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.

NOTE 18 SHARES OUTSTANDING

] 01.01.2007 Movememts 31122007 Movements  31.12.2008
Number

2007 2003
of shares
Total number of shares 1 140 000 - 1140000 - 1140000
Chwn shares held by the Group [39174) - [39174) - (39 174)
Shares outstanding 1 100 826 - 1100 826 - 1100 826
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NOTE 19 TANGIBLE FIXED ASSETS

CHF 000 Land and Enerqgy Energy Other tangible Construction Total

buildings production  distrimtion  fixed assets  in progress

plants plants

2008
Acquisition cost
Balance at 1 January 98 845 255 232 1072 308 140 907 32 146 1599 438
Acquisitions - transfers Fil= JA16 38 345 9220 19817 0877
Change in scope 14 940 14 940
Divestitures - transfers (1052 [ 7257 [4728) (13037
Discaontinued operations (81239 (81239
Balance at 31 December 97 869 258 748 1118 339 64 160 51963 1591079
Accumulated depreciation
Balance at 1 January 50 283 141 143 576 132 75 596 843 154
Charge for the year 2 894 5 475 31 412 5 148 44 535
Divestitures - transfers [ 5584 [ 905 (B 793
Discontinued operations (31 BBE) (31 BBE)
Balance at 31 December 53 182 146 618 601 660 48 150 849 610
Net book value at 31 December 44 687 112 130 516 679 16 010 51963 741 469
2007
Acquisition cost
Balance at 1 January 97 559 254 447 1024 373 135 745 38 008 1550 132
Acquisitions - transfers 13583 2144 B1 840 9 5352 =g B& 857
Divestitures - transfers [=Fh! (1359 (13 905) (4190 (19551
Balance at 31 December 98 845 255 232 1072 308 140 907 32 146 1 599 438
Accumulated depreciation
Balance at 1 January 47 238 137 174 555 788 70 636 810 836
Charge for the year 2948 5328 29275 8674 46 225
Divestitures - transfers 97 (1359 (8931 (3714 (13907
Balance at 31 December 30 283 141 143 376 132 75 596 843 154
Net book value at 31 December 48 562 114 089 496 176 63 311 32 146 736 264
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CHF 000 2008 2007

NOTE 20 INVESTMENT PROPERTY

Acquisition cost

Balance at 1 January 5 564 6 668
Exit fram scope (3773 {1104
Balance at 31 December 1791 5 564

Accumulated depreciation

Balance at 1 January 1739 1635
Exit from scope (1352 {114
Charge for the year g9 218
Balance at 31 December 476 1739

Net bhook value

At 31 Decemben 1315 3825

Investment property is valued at cost.

The Group estimates the value of its investment property at CHF 1.7 million (2007 CHF 4.1 million). This
estimate is based on market prices for similar property, not on a professional valuation by a real estate
specialist. Rental income amounted to CHF 0.2 million (CHF 0.3 million) and the direct operating expenses
invabed were CHF 0.2 million (CHF 0.36 million). There were no significant unrealizable commitments
relating to real estate investments.

Insurance value of tangible fixed assets 774 294 919 348

NOTE 21 INTANGIBLE FIXED ASSETS

CHF 000 Goodwill Concessions Other intangible Total
fixed assets

2008

Acquisition cost

Balance at 1 January = - -

Acquisitions 17 2585 741 155 158 151

Balance at 31 December 17 255 741 155 18 151

Accumulated depreciation

Balance at 1 January = - -

Charge for the year 32 19 a1
Balance at 31 December - 32 19 51
Net hook value at 31 December 17 255 709 136 18 100
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The goodwill position is made up as follows:

SEVM goodwill 13'286
HC SA goodwill 2'669
SDEC goodwiill 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.

NOTE 22 INVESTMENTS IN AFFILIATED COMPANIES

The Group has significant interests in the following affiliated companies, which are consolidated using the
equity method:

Carrying value Impact on income statement
CHF 000 2008 2007 2008 2007
EOS Halding SA 8936 076 8969 070 A3 711 85 905
FhiHL SA 29 80R 29 164 B17 520
F il A 7 367 7215 528 B29
SITEL 34 13 116 11079 2704 10 803
SEFA, 14 053 - B17 -
Cther 5 470 5 586 B55 339
Total 1005 903 1022 114 63 835 108 202
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A summary of Group holdings in affiliated companies is shown below:

Share in revenues of affiliated companies

Aggregate net revenues 3 B17 B37 2 bR 5943
Aggregate net income 216 857 70724
Equity in net income of affiliated companies 63 835 108 202

Share in balance sheets of affiliated companies

Current assets 740 042 514 553
Man-current assets 4 314 437 4 405 743
Current liabilities [ 474 847 [ 426 8327
Mon-current liabilities (1 125 BB (5971 188)
Agqgregate net assets 3 454 270 3 523 181
Share in equity of affiliated companies 1005 903 1022 114

Financial statements of affiliated companies which are prepared in accordance with different accounting
standards from those used by the Group were adjusted for purposes of comparison.

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 I’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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NOTE 23 ACQUISITIONS, CESSATION OF BUSINESS ACTIVITIES AND ACQUISITIONS OF

MINORITY INTERESTS

Assets and liabilities resulting from acquisitions of HC SA and SDEC

Fair value Adjustment  Carrying value
CHF 000 ZHF 000 ZHF 000
Cash and cash equivalents B13 - B13
mecurities and derivative financial instruments 713 - 713
Custormers 1111 10 1101
Other current assets 14 - 15
Tangible fixed assets 14 340 8 103 b 837
Total assets 17 392 8113 e
Suppliers 1118 - 1118
Other current liabilities B 117 - B 117
Deferred taxes 237 1745 B2
Total lighilities 8 BOE 1744 F==
Fair value of net assets 7706
Minarity interests [ 454
Met assets acquired 7 332
Goodwill 3969
Total acquisition cost 11 301
Cash acquired with acquisitions E13
Cash payments (7 829)
Net cash outflow (7 216)

The cost of these acquisitions includes cash payments of CHF 7.8 million and non-discounted future
payments of CHF 3.6 million

a)

b)

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.

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'llliez (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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Assets and liabilities related to sale of VIMCV SA

Fair Carrying

vallle Adjustment valle
Final balance sheet of VMCY ZHF 000 CHF 000 CHF 000
Cash and cash equivalents 2128 2128
Trade accounts receivable INT 45 307z
Other current assets GO2 446 1466
Total current assets related to discontinued operations 5847 491 5 356
Tangible fixed assets 48 664 48 664
Investment property 2420 (2148 4 563
Other long-term financial investments 532 532
Total non-current assets related to discontinued operations 51 B16 53764
Total assets related to discontinued operations ar 463 89120
Liabilities related to discontinued operations
Trade accounts payable 404 404
Other short-term liahilities 14 591 14 591
Total current liahilities related to discontinued operations 14 895 14 9495
Non-current liabilities
Long-term borrowings 41 516 41 516
Deferred tax liabilities i 212 i 212 -
Total non-current liabilities related to discontinued operations 41 304 [ 218 41 516
Total liahilities related to discontinued operations a6 24949 210 86 511
Fair value of net asset sold 1164
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Profits and losses from discontinued operations (WMCVW SA)

2008 2007
for
comparison
CHF 000 purposes
MNet revenues from business activities sold 8 oO77 13 539
FPurchases of energy, goods and services [ 564 (1144
Gross margin on discontinued operations 7513 14 397
Fersonnel expenses (5 185) (10191
Cther aperating expenses [ 1485) (2427
Depreciation of tangible fixed assets [ 510 [ 996
EBIT from discontinued operations 333 783
Financial income 56 171
Financial expense (12 [ 1B5)
Income from discontinued operations before tax 3T 789
Income taxes [ B) (49
Net income from discontinued operations 371 740
Fair value adjustment of assets [2148) -
Tax effect of valuation adjustments 501 -
Net income/loss from discontinued operations {1276} 740
Cash flows from VMCV-related activities
CHF 000
Cash flows arising from operating activities 454
Acquisition of tangible fixed assets [ 142
Cash flows allocated to financing activities [ 58)
Total cash flows from discontinued operations 254

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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CHF 000 2008 2007

NOTE 24 OTHER LONG-TERM FINANCIAL ASSETS

Miscellaneous financial investments - available-for-sale securities 10 BoE 21916
Loans to affiliated companies 4 912 b A34
Loans to third parties 27h 287
Tied-up cash assets - 586
Total other long-term financial assets 15 875 29 323

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.

NOTE 25 OTHER SHORT-TERM LIABILITIES

Accrued expenses and deferred income a5 554 38 B4 4
Salaries and other social insurance costs due 12 505 12 268
Derivative financial instruments 7523 -
Partners' current accounts 7 BE0 -
Discounts payable to municipalities 12 365 12716
Subsidies received in advance, net - 10 901
Balance to be paid on acquisitions 24933 -
(Suarantees deposited 3042 2hB18
AT, withholding taxes and other taxes payable 2318 1510
Mizcellaneous shomt-term liabilities 3955 3280
Total other short-term liahilities 48 876 82 357

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.

Derivative financial instruments

CHF 000 Amount of contracts Fositive fair value Megative fair value
31.12.2008 31122007 31122008 31.12.2007 31.12.2008 31.12.2007

Forward currency contracts 127 834 134 B53 - 5 026 B 147 -
Interest rate swap contracts 30 000 30 000 - - 1376 335
Total derivative financial

instruments 157 834 164 653 - 5 026 7523 335

Fonward currency operations mainly concern transactions in euros.
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CHF 000 2008 2007

NOTE 26 BORROWINGS

Diebts to banks and ather financial institutions 35 000 35 000
Borrowings from affiliated companies 333 333
Borrowings HhAC) - 443
Repayable borrowings MMCW) - 24244
Conditionally repayable borrowings MhCY) - 16 022
Other long-term financial commitments 4129 4 394
Total borrowings 39 462 80 441
hort-term portion of barrowings [ 262 | 262
Total long-term horrowings 39 200 80 179

The Group's exposure to risks of changes in interest rates and renewals of borrowings at the balance sheet
date was as follows:

Below B manths 252 252
Between 5 manths and one year - -
Between 1 year and & years 26 381 25781
Chver & years 12819 A4 353
Total horrowings 39 462 80 441

Credit lines

Amount used 71 125
Armount available BY 129 67 075
Total credit lines 67 200 67 200

Borrowings have fixed due dates with no early repayment clauses.

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).

NOTE 27 FPENSION LIABILITIES

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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CHF 000 2008 2007
Pension liabilities

1 January 471 978 433 510
Accrued pension benefits, after employee contributions 7 056 b 844
Interest on future pension liahilities 14 524 12615
Employee contributions 4 096 3 805
(Exit) takeover of "multi-employer pension plan” liabilities [ 45 B9E) 46 726
Benefits paid [ 24 328) (26313)
Actuarial{gains)flosses 11 243 (B 214
Irmpact of change in plan b2g -
Pension liabilities at 31 December 438 529 471978
Market value of plan assets

1 January 497 719 472 364
Employer's contributions 7181 B 575
Employee contributions 4 096 3805
(Exit) Takeover of "multi-employer pension plan” assets [ 32547 32 215
Benefits paid [ 24 328) (26 313)
Discounted incame on pensian assets 24102

Actuarial losses (57 2800

Return on assets (73 178) 7773
Market value of plan assets at 31 December 378 943 497 719
Financial situation 59 586 {25 741)
Unrecognized actuarial gains/({losses) (B3 397 -
Actuarial losses on "multi-emplayer pension plan” - (8283
Limit on assets in accordance with 145 19.58b - 34 024
Amount recognized on balance sheet {3 811) -
Movernents in net liabilities and amounts recorded on the balance sheet

are as follows:

Balance at 1 January -
Employer's contributions (7181 (B &875)
Met costs booked to personnel expenses during the year 3370 b 875
Net (assets)/liabilities at 31 December {3 811) -
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CHF 000 2008 2007
Below is a summary of entries relating to the defined benefit plan in the

Sroup's annual financial statements.

Accrued pension benefits, after employee contributions 7 086 b 544
Interest on future pension liahilities 14 524 12615
Met loss 39 65 8 291

Discounted income from pension assets (24 102 (23 278)
Total net pensien income 37 176 5477
Costs resulting from 1AS 19.580 (34 024) -
Other expenses (income) [ 4100 1395
Income resulting fram change in plan B25 -
Pension expense recognized in income statement 3370 6 875
Actuarial assumptions used to calculate income and expenses in 2008 and 2007 are as follows:

As % 2008 2007
Discount rate 3.00 325
Indexing of salaries 2.40 2.40
Return on assets 5.00 5.00
Inflation rate 1.50 1.80
Adjustment rate for pensions 0.50 050
As % 2008 2007
Distribution of assets hetween the different asset classes

Cash and other b.53 439
Bonds 3932 3412
Swiss equities 31.745 36.01

Structured products 0.0z Q.20
Hedge funds 1.82 997
Commaodities 265 0.a2
Swiss property 17.685 14.349
Total 100.00 100.00
CHF 000 2008 2007
Effective return on assets during the year

Effective return on assets [ 75552 7773
Rate of return on assets -16.19% 1.67%
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CHF 000 2008 2007 2006 2005

Financial situation at 31 December

Liahilities 438 529 471 973 433 510 458 954
Agsets (378 843) (497 719 (472 384) (473 589)
Financial situation 59 558 (257417 (33 854) (4 B35)
Unecognized (gains)/losses I B3 397 (8283) b 224 (B 448)
Lnrecognized assets in accordance with 1AS 19.68 b - 34 024 32 B26 11 083
Recoqgnized liabilities/{assets) at 31 December (3811 - - -

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.

Amortization of actuarial losses

Unrecognized losses at 1 January 2009 B3 397
Losses subject to the corridor B3 397
Corridar 43853
Losses to be amortized 159 544
Amaortization period 14.12
Losses amortized during the year 1384
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CHF 000 2008 2007
NOTE 28 PROVISIONS

QIBET B 142 B 403
Total provisions 6 142 6 403
=hort-term portion of provisions (10230 [ 954
Total long-term provisions 5119 5 451

Provision OIBT

The Group has issued & provision to cover the costs incurred by the Ordinance on Low ‘aoltage
Installations (QIBT), which came into effect in 2002, The QIBT stipulates that inspections which should
have been carried out prior to its introduction muost now be made and paid for by the grid operators
concerned. The transitional regulations set deadlines for these inspections and require operators to bear
the cost of any inspections performed after these deadlines have expired. This provision is reviewed every

year on the basis of inspection work that still has to be done.

The QIET pravision registered the following movernents in 2003 and 2007

Balance at 1 January 6 403 6 590
Annual review of provision 2t 852
Discounting effect 175 120
Lse (1 117) (1255
Balance at 31 December 6 142 6 403
NOTE 29 DEFERRED TAXES
Deferred tax liabilities relate to the following items:
Trade accounts receivable 3 55k 9 536
Cther current assets S54 10581
Tangible fixed assets 118 480 119 462
Investments in affiliated companies 14 141 15 472
Provisions and other liabilities 4 BA5 101
Total deferred tax liabilities, net 148 306 151 922
NOTE 30  OTHER FUTURE LIABILITIES, CONTINGENT LIABILITIES AND

OTHER. CONTINGENCIES
COther future liabilities
Future liabilities arising from rental agreements 87 72
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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.

CHF 000 2008 2007

NOTE 31 REMUNERATION OF THE EXECUTIVE BOARD AND THE
BOARD OF DIRECTORS

=alaries paid to Executive Board members during the year 1894 1884
Allowances for representation expenses 78 78
Social insurance costs 428 415
Total remuneration of the Executive Board 2 450 2379
Compensation paid to members of the Board of Directors 612 575
Social insurance costs 39 41
Total remuneration of the Board of Directors 651 616

NOTE 32 RELATED PARTY TRANSACTIONS

Amounts Amounts

Sales to Purchases due from due to

related  from related related related

parties parties parties parties

Related parties CHF 000 CHF 000 CHF 000 CHF 000
Entities with significant influence 2008 4 4595 5 Sk4 370 5 OEH
on the Group 2007 4 404 9 551 345 72490
Affiliated combanies 2008 89 169 238 BRS 11 545 13 176
‘ P 2007 39 355 210 880 £ 057 10 635
Main manaders 2008 1832 gk 471 370 g 48
o anag 2007 1 449 a02 356 29

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.

NOTE 33 CHANGE IN CURRENT ASSETS AND OTHER CASH
FLOWS ARISING FROM OPERATING ACTIVITIES

Change in trade accounts receivable (30 B3 (19 467
Change in suppliers 2742 10 392
Change in current assets, current liabilities and other items relating to

operating activities (3016 (1328
Total change in current assets and other cash flows arising from

operating activities { 30 911) { 10 403)

NOTE 34 PRINCIPAL EXCHANGE RATES

Exchange rates used at yearend
1 eura 1.493 1.653

Awerage monthly exchange rates used for the consolidated

income and cash flow statements
1 eurn 1.582 1.641
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NOTE 35 MAJOR SUBSIDIARIES AND AFFILIATED COMPANIES

Main Share capital Shareholding as %
Company, registered office business CHF 000 2008 2007
Subsidiaries
Romande Energie A, Montreux E 35 150 100.00 100.00
Société électrigue Vevey-Montreusx, Montreux [SEWN) E.T 39 000 100.00 B6.35
mociaté Electrique du Bas-“alais, Youwry (SEBY) E 15 000 B5.00 B5.00
Fomande Energie Commerce 3A, Morges E 15 000 b7 .49 b7 .49
Socigté des Forces Motrices du Grand-St-Bernard,
Bourg-St-Fierre (F5E) E 10 000 75.00 75.00
Romande Energie Renouvelable 34, Morges E 2500 100.00 100.00
Enerbois 5A, Rueyres E 2000 50.01 50.M
Effitec SA, Morges I 200 100.00 100.00
mociéte de Distribution Electrique Champéry,
Champéry 1 E 500 54 .55 -
mociete Hydro Electrigue, Yal dllliez 1) E 400 100.00 -
HC SA, Fribourg 1) M 100 100.00 -
Affiliated companias
EOQS Holding SA, Lausanne D 324 000 28.72 28.72
Forces Motrices Hongrin-Leman SA (FRHL),
Chiteau-d'Dex E 30 000 41.14 41.14
Forces Motrices de I'Avangon (FRA), Bex E 7 095 26.19 26.19
Forces Motrices de Sembrancher (FM3S), Sembrancher E & 000 20.60 20.60
Société Electrique des Forces de I'Aubonne, Aubonne 1) E 5 000 3B.90 3R.90
Sitel SA, Morges C 20850 3334 3334
Cizel Informatique SA, Matran I 1 200 40.00 40.00
neo technologies SA, Lausanne I 2 00a 45.689 45.689
apontis SA, Granges-Paccot M 100 2280 2250
Main business
E Energy production and distribution T Telecommunications
T Fublic transport 0 Holding company
| Installation inspections M T services and consulting

The financial year far all Group companies runs fram 1 January to 31 December.

1) Information on the acquisition of these shareholdings is provided in notes 3 and 23

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 Alpig. 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 37 CATEGORIES OF FINANCIAL INSTRUMENTS

Financia s and horrow, vere clagsified as follo t 31 December 2003;




Comparative figures at 31 December 2007

Financial
assets at fair

Assets at 31 December 2007 value through  Awvailable for Loans and
CHF 000 Mote  profit or loss sale  receivables Total
Cash and cash equivalents 13 205 373 205 573
securities, term deposits and derivative
financial instruments
marketable bonds 14 42 780 42 780
redium-term notes 14 11 081 11 081
derivative financial instruments 14 4 E31 4 E31
Trade accounts receivable 15 133 241 133 241
Other current assets
riscellaneous receivables 17 4 9973 4 9973
Cther long-term financial assets
miscellaneous financial investments 24 21 916 21 916
loans to affiliated companies 24 G 534 G 534
loans to third paries 24 287 287
tied-up cash assets 24 586 586
Total 58 552 21916 351014 431 432
Financial
liabilities at
fair value
Liabilities at 31 Decermber 2007 through profit Other financial
CHF 000 Mote or loss liahilities Total
Trade accounts payable 38 671 35 671
Other short-term liahilities 25 41 954 41 954
shont-term portion of barrowings 26 2B2 262
Long-term portion of barrowings 26 39913 39913
Total 120 800 120 800
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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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P.O. Box
CH-1002 Lausanne

HH||II| SIERNST&YOUNG  Biscoeints

Phone +41 58 286 51 11
Fax +41 58 286 51 01
www.ey.com/ch

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.

%2 Member of the Swiss Institute of Certified Accountants and Tax Consultants
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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

rge Clément hristelle Sierro

Licensed audit expert Licensed audit expert
(Auditor in charge)
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COMPANY FINANCIAL STATEMENTS OF ROMANDE ENERGIE HOLDING SA
Income statement 2008

CHF 000 2008 2007
Revenues

Fents and miscellaneous revenues 2615 2616
Total revenues 2615 2 616

Operating expenses

Cther aperating expenses ( 579) ( 435)
General administration costs {1 086) ( 837)
Depreciation ( 781 ( 781)
Release of provisions 14 449 .
Operating income 14 618 513
Financial expenses [ 2 4599 (1 498
Financial incame 137 b43 B0 756
Income hefore taxes 149 762 B7 773
lncorme taxes [ 929 {494
Net income for the year 148 833 87 279
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COMPANY FINANCIAL STATEMENTS OF ROMANDE ENERGIE HOLDING SA

Balance sheet at 31 December 2008

CHF 000 31.12.2008 31.12.2007
ASSETS

Current assets:

Cash and cash equivalents 48 401 187
Securities B 701 1 BB8
Trade accounts receivable - 210
Receivables from affiliated companies 173 B30 174 467
Other current assets 1825 803
Total current assets 230 417 177 555
Non-current assets:

Tangible fixed assets 15 802 16 B33
Long-term financial assets 184 248 129478
Total non-current assets 210 148 146 159
Total assets 440 565 323714
LIABILITIES AND SHAREHOLDERS® EQUITY

Current liahilities:

Trade accounts payable 438 233
Other shart-term liabilities 2 49R 2485
Current tax liabilitias 1244 408
Total current liabilities 4 177 3134
Non-current liabilities

Long-term borrowings 25 000 25000
Provisions for risks and charges 2 800 2 800
Total non-current liabilities 27 800 27 800
Total liabilities 31977 30 934
Shareholders’ equity

Share capital 28 500 28 500
General reserve 5 859 5859
Reserve for own shares 15 268 16 268
Retained earnings

Income brought fonward 210128

Met income for the year 148 833

Fetained earnings 358 5961 243153
Total shareholders’ equity 408 588 292 780
Total liabilities and shareholders’ equity 440 565 323714
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COMPANY FINANCIAL STATEMENTS OF ROMANDE ENERGIE HOLDING SA

Motes to the annual financial statements 2008

1. MAJOR LONG-TERM FINANCIAL ASSETS (SHAREHOLDINGS)

Share capital

Shareholding as %

CHF 000 2008 2007
Romande Energie 54, Montreux 17 +2) 36 130 100.00 100.00
=ociaté alectrigue YWewey-Montreux, Montreux 1) +2) 39 000 100.00 BB, 35
mocieté Electrigue du Bas-Valais, Youwry 1) +2) 15 000 B5.00 B5.00
Sitel SA, Morges 4) 20850 3334 3334
Cisel Informatique =4 4) 1200 40.00 40.00
Romande Energie Commerce 5A 3) 15 000 5752 o/ .52
Fomande Energie Renouvelable 54 1) 24A00 100.00 100.00
mociéte Electrique des Forces de I'Aubonne 1) +2) 5 000 3663 3663
neo technologies, Lausanne 4) 2 000 45.89 48.89
Forces Motrices de Sembrancher 1) & 000 2060 2060

Area of business
11 Praduction of energy
2] Distribution of energy

31 Sales of energy and senvices

47 Other

subsidiaries and other investments are carried at cost on the balance sheet less appropriate adjustments
in the case of a permanent impairment in value.

2. BORROWINGS

CHF 000 2008 2007
Interest Period Maturity date

4.375% 2001 - 2011 253.03.2011 25 000 25000
Total horrowings 25 000 25 000
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COMPANY FINANCIAL STATEMENTS OF ROMANDE ENERGIE HOLDING SA
Motes to the annual financial statements 2008

3. OVWWN SHARES

31.12.2008 31.12.2007
Number of Number of

shares CHF 000 shares  CHF 000
Held by Romande Energie Holding SA
Balance at beginning of year = I 1672 9764 14672
Balance at 31 December 9 765 1572 9 765 1572
Held by Romande Energie SA
Balance at beginning of year 29 409 13 B35 29409 13 696
Balance at 31 December 29 409 13 696 29 409 13 696
Total own shares 39 174 39 174
Reserve for own shares 15 268 15 268

4. AUTHORIZED CAPITAL

CHF 10,125 million through the issue of a maximum of 405 000 bearer shares with a nominal value of CHF

25 each, walid until May 2010,

5. SIGNIFICANT SHAREHOLDERS

Share- Share-

capital at capital at

31.12.2008 31.12.2007

as % as %

Yaud Canton 38.60 38.650
Yaud municipalities 14.07 14.01
Aare-Teszin A fir Elektrizitat 10.01 10.00
Groupe e £.00 5.80
Bl FMB Energie 34 4.99 499
Bangue Cantonale Yaudoise 3.59 4.05
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COMPANY FINANCIAL STATEMENTS OF ROMANDE EMERGIE HOLDING SA
Motes to the annual financial statements 2008

6. FIRE INSURANCE VALUES

CHF 000 2008 2007

Fire insurance value of buildings 32273 31 170

7. MISCELLANEOUS LIABILITIES

Joint and several guarantee issued by Romande Energie SA and Homande Energie Holding SA in favour of
Bangue Cantonale Waudoise, Lausanne. Unused credit line of CHF 40 million at 31 December 2008,

8. COMPENSATION PAID TO MEMBERS OF THE BOARD OF DIRECTORS {IN CHF)

Name Compensation i"s[ﬁ;ﬁijg 'I:otal Compensation instﬁ'g::li-;l 'I:ot-al

2008 costs received 2007 costs received
Mustaki Guy Chairman 101 500 8120 109 620 122800 8824 132 624
Martz Wolfgang Yice Chairman 759 100 G 325 a5 428 74 800 5992 an 852
Budry Christian Mermber 45 000 3600 48 500 43800 3504 47 304
Earde Hubert Member 15 000 1200 16 200 42000 3380 45 360
Schmutz Daniel Member 35 100 3045 41 145 42000 3360 45 360
Grobéty Bernard Mermber 35 300 3144 42 444 38400 3072 41 472
Miauton Jean-Jacques  Member 59 000 4720 B3 720 49300 3944 03 244
Francfart Laurent Member 39 800 3192 43 092 37 200 2978 40 176
Lattion Antoine Member 73 800 5804 79704 53200 4 286 &7 456
Leonardi Giovanni Mermber 25100 25100 - -
Pidoux Jean-Yves Mermber 50 200 50 200 21700 21700
Eaillif Laurent Member 4F 100 46 100 32 500 32 500
Rey Eliane Member - - 16 700 1336 18 036
Total 612 100 39 256 651 356 574 500 41624 616 124

Asg any (energy) transactions with the directors were executed at market prices, they are not included in the above list.
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COMPANY FINANCIAL STATEMENTS OF ROMANDE ENERGIE HOLDING SA
MNotes to the annual financial statements 2008

9. COMPENSATION PAID TO MEMBERS OF THE EXECUTIVE BOARD ({IN CHF)

Allowances for Social
representation insurance
2008 Salaries expenses costs Total
Total compensation 1944 485 78 000 425 138 2 450 523
Highest compensation
Fierre-Alain Urech  CEO B57 510 18 000 143 910 819 420
Allowances for Social
representation insurance
2007 Salaries exXpenses costs Total
Total compensation 1 885 082 78000 416 177 2379255
Highest compensation
Pierre-Alain Urech  CEO B40 012 18 000 140 175 798 187

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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COMPANY FINANCIAL STATEMENTS OF ROMANDE ENERGIE HOLDING SA
Recommended appropriation of retained earnings for 2008

CHF 000 31.12.2008
Income brought farward 208 354
Dividend retained on own shares (A, B29 a | COY) 1175
Met income for the year 145 533
At the disposal of the General Meeting 358 962
Ordinary dividend of CHF 22 per share 25 080
Balance carried forward 343 882
Total 358 962

On behalf of the Board of Directors

Guy Mustaki, Chairman
Olivier Rapin, Corporate Secretary
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Abbreviations

EBIT Earnings before interest and taxes

FGB Société des Forces Motrices du Grand-St-Bernard
FMA Forces Motrices de I'Avancon 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 I'Aubonne

SEVM Société électrique Vevey-Montreux

SHEVI Société Hydro Electrique, Val d'llliez

VMCV Transports publics Vevey-Montreux-Chillon-Villeneuve
This english  translation IS based on the French original.

In case of doubt the original French text shall prevail.
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Texte tapé à la machine
This english translation is based on the French original. 
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Romande Energie Group
Romande Energie SA
Rue de Lausanne 53
Case postale

CH-1110 Morges 1

Tel. +41 21 802 91 11
Fax +41 21 802 95 95
www.romande-energie.ch

Investor Relations

René Lauckner

Tel. +41 21 802 95 24

Fax +41 21 802 95 18
rene.lauckner@romande-energie.ch
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