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Key consolidated figures

CHF 000, unless otherwise stated 2009 2008 2007 2006 2005
INCOME STATEMENT

Continuing operations

Net revenues 583 745 572 455 472807 466 068 482 096
Gross margin 220784 248137 231036 268071 292 482
Personnel expenses 78813 73844 76 330 89685 90 855
EBITDA 98923 129794 116239 140532 161945
EBIT 51530 84719 72728 96579 135729
Equity in netincome of affiliated companies 675163 63835 108202 17 445 9523
Net income for the year 713037 122 669 171618 97 333 124605
CASHFLOW

Net cash provided by operating activities 233523 83492 85836 111295 157 503
Net cash provided by/used in investing activities (145 326) (93967) (41 616) (120972) 4305
Net cash used in financing activities (21 968) (33287) (68 062) (17 462) (19110)
OTHER DATA

Earnings per share (in CHF) 650 111 156 87 106
Ordinary dividend (proposed for 2009) per share (in CHF) 22 22 20 18 15
Extraordinary dividend per share (in CHF) 10 - 10 - -
Total dividend (proposed for 2009) per share (in CHF) 32 22 30 18 15
Shareholders’ equity attributable to parent company shareholders 2 608 381 1805620 1802675 1404478 1147680
Shareholders’ equity as % of total assets 88.1 83.6 81.0 75.2 69.9
Shareholders’ equity per share (in CHF) 2369 1640 1638 1276 1043
Romande Energie Holding share price at 31 December (in CHF) 1835 1980 2085 1668 1285

The above financial data were prepared in accordance
with the International Financial Reporting Standards (IFRS).



The 2009 financial year was marked
by an exceptional event: the merger
of EOS and Atel, which led to the
creation of Alpiq and involved a
significant revaluation of the assets
of EOS. As Romande Energie owns
28.7% of EOS Holding SA (EOSH),
itbooked this revaluation as income
in the amount of CHF 612 million.

This resulted in an exceptional year

for the Group, with netincome of
over CHF 713 million and revenues

of CHF 584 million. On the other hand
itwas a difficult year in terms of
operating activities, with EBITDA

down by 23.8% and EBIT dropping by
almost 40%.

Shareholders’ equity attributable
to parent company shareholders

rose strongly to CHF 2.6 billion, equal
to 88% of total assets.

The Board of Directors recommends
an ordinary dividend of CHF 22 per
share (the same as in 2008) as well
as an extraordinary dividend of

CHF 10, i.e. a total payout of CHF 32.

The dividend received from EOSH in
2009 was allocated to investments
in electricity production based on
new renewable energy sources.

Net revenues slightly up

The volume of energy distributed
on the Group's grid declined in 2009.
On alike-for-like basis, there was a fall
of 1.12% (30 GWh) compared with
2008, from 2,679 GWh to 2,649 GWh.

Energy sales to end-clients and
resellers were negatively influenced
by the dull economic climate last
year. At 2,775 GWh, they were down
57 GWh, or 2%, compared with 2008.
However, the creation of Romande
Energie Commerce not only gener-
ated synergies between the Group
and its new partners, but also higher
energy revenues. The fact is that
Romande Energie Commerce has
dealt with its partners’ clients directly
since 1 April 2008, and no longer goes
through resellers. Furthermore, the
Group decided not to raise its tariffs
for clients in 2009. As these tariffs
were adjusted in 2008 following the
strong increase in the cost of energy
supplies on the markets, energy
revenues in 2009 were around CHF
12 million higher than the 2008 figure
despite the lower volume of sales.

With the exception of the above
increase, the other changes in rev-
enues were not significant.

Other income fell by around CHF
9.7 million. This decline was caused,
in particular, by a drop in revenues
related to partners’ companies.

Continued rise in energy costs

The costs in connection with energy
purchases rose again in 2009, exceed-
ing the 2008 figure by CHF 27 million.
This was mainly due to reduced output
atthe Group's hydroelectric plants and
the higher cost of energy supplies; the
average price per kilowatt hour was
6.6% more than in 2008. Low rainfall
levels led to a fall of 64GWh in own-
power production, equivalent to an
under-performance of 20% in a multi-
annual comparison.

Reduction in gross margin

At CHF 220.8 million, gross margin
was down CHF 27 million compared
with 2008. The fall in own-power pro-
duction had to be offset by purchas-
ing higher volumes on the market,
which pushed up the cost of energy
supplies.

The Group is increasingly affected
by the continuous rise in energy pric-
es. Gross margin has been declining
since 2004, when itamounted to CHF
323.3 million and represented 67.3%
of netrevenues. In 2009, it plunged to
37.8% of netrevenues, or CHF 220.8
million. The following chart shows the
impact of the higher cost of energy
supplies on gross margin:

Key financial
developments in 2009

Trend in gross margin
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Energy and other purchases

Operating expenses slightly higher

Total operating expenses, which
consist of personnel expenses and
other operating expenses, amounted
to CHF 121.9 millionin 2009 compared
with CHF 118.3 million in 2008 — an
increase of CHF 3.6 million. This was
mainly due to the change in the scope
of consolidation, which had an impact
of CHF 1.2 million. At constant scope,
the rise was limited to CHF 2.4 million
and is attributable to the activities of
the new Environment business unit.

This stable trend in operating ex-
penses is the result of the Group's ef-
forts to hold down management costs.

Depreciation, amortization and valu-
ation adjustments rose by CHF 2.3
million, or 5.1%, compared with 2008.
This was mainly due to a valuation ad-
justment for goodwill resulting froman
acquisition.

Strong fall in EBIT
EBIT amounted to CHF 51.5 million,
which was CHF 33 million below the

51.1% 56.7%

62.2%
48.9%
0 43.3% 378
2007 2008 2009

Gross margin

figure for 2008. It represented less than
9% of netrevenues in 2009, compared
with 14.8% in the previous year.

Financial income and expenses

Net financial income showed a
positive balance of CHF 1.9 million in
2009, whereas it was negative in 2008
(CHF 9 million). Substantial costs were
incurred in connection with financial
instruments (hedging forward pur-
chases in euros) in 2008.

Cash and cash equivalents

Although capital expenditure was
very high in 2009 (CHF 145.5 million),
i.e. CHF 51.5million more thanin 2008,
cash and cash equivalents increased
significantly. This was mainly due to
the payment of an exceptional divi-
dend by EOS Holding SA, which was
used to finance production projects
based on new renewable energies.



Exceptional income from affiliated
companies

The creation of Alpig, in which the
Group has an indirect stake of 9%
through EOS Holding, generated
an exceptional contribution of CHF
612 million in 2009. This will help the
Group to pursue its strategic devel-
opment targets.

Following the merger of Atel and
EOS, the value of the investment in
EOS Holding SA increased sharply
in the Group’s books. In 2009, this
investment was worth CHF 1,577 mil-
lion, which represents over 53% of
total assets. This compares with 43%
of total assets at 31 December 2008.

Exceptional netincome up

As aresult of the above factors, net
income for 2009 rose to CHF 713 mil-
lion. This figure should be seenin re-
lation to the exceptional origin of this
increase, namely the consequences
of the EOS/Atel merger.

Shareholders’ equity

At CHF 2.6 billion, equity attribut-
able to parent company shareholders
was higher than in 2008. The ratio
of equity to total assets rose from
83.6% t0 88% last year.

Higher dividend

The Board of Directors will be
seeking approval from the General
Meeting of Shareholders for an or-
dinary dividend of CHF 22 per share
plus an extraordinary dividend of
CHF 10, giving a total payout of CHF
32. If the Board's recommendation
is adopted, the total distribution for
2009 will be CHF 35 million, taking
into account the number of own
shares held.

Drop in share price in 2009

Romande Energie shares closed
at CHF 1,835 at 31 December 2009
compared with CHF 1,935 a year ear-
lier—adecline of 7%. Despite this fall,
the share has performed in a similar
manner to the SMI over a period of
2 years.

Lower market capitalization

Taking into account holdings of own
shares and based on the share price
at 31 December 2009, market capi-
talization decreased by CHF 0.2 billion
to CHF 2 billion compared with CHF
2.2 billion at 31 December 2008.

Acquisitions and disposals

In May 2009, the Group acquired
TECFOR SA, a company that ope-
rates in the field of geothermal dril-
ling. The Group also bought shares in

various small entities involved with
energy production or energy effi-
ciency. These acquisitions are part of
the medium-term strategy pursued
by Romande Energie, which seeks to
become a key playerin Switzerland in
the area of renewable energies and
energy efficiency.

Outlook for 2010

Despite the higher cost of energy
supplies, the Group has decided not
to raise its electricity tariffs in 2010
and to maintain its grid usage rates.
We are therefore likely to see our
gross margin stagnate, or even fall
again slightly, compared with previ-
ous years.

There will also be more new part-
ners teaming up with Romande
Energie Commerce in the current
year. Thanks to these new arrivals,
it will be possible to share out client
management costs and at the same
time enhance the profitability of this
subsidiary’s operations.

The Group will press ahead with
its efforts to step up its own-power
production by seeking new sources
in Switzerland and abroad, and by
promoting and developing renew-
able energies. It is investing consid-
erable sums for this purpose, notably
in the wind farm planned at Sainte-

Croix and the photovoltaic park that
is being developed in cooperation
with the Swiss Federal Instititute
of Technology in Lausanne (EPFL).
Studies on several small hydro
projects are also under way.

Cost control is another major priority
for the Group with a view to offering
its clients high-quality services at com-
petitive prices in terms of distribution
and other energy-related activities.

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:

CHF 000

Market capitalization

Minority interests

Financial debts

less cash and cash equivalents

2009 2008
2020016 2179635
14348 18039
41937 39462
(227 286) (161194)

Enterprise value 1849015 2075942
Enterprise value/EBITDA 18.69 16.00

Romande Energie Holding share price 1 January 2008 — 10 March 2010

2345678910112 2345678910112 23

43.88 % 3000
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19.90 % 2500
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Report of the statutory auditor on the 2009 consolidated financial statements
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To the General Meeting of

Romande Energie Holding SA, Morges

Lausanne, 29 March 2010

Report of the statutory auditor on the consolidated financial statements

As statutory auditor, we have audited the consolidated financial statements of Romande
Energie Holding SA, which comprise the balance sheet, income statement, cash flow state-
ment, statement of changes in equity and notes (pages 67 to 107), for the year ended

31 December 2009.

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 and fair
presentation of consolidated 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 appropriate accounting policies and making accounting estimates that are reason-
able 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 and International Standards on Auditing. Those standards require that we plan and
perform the audit to obtain reasonable assurance whether the consolidated financial state-
ments 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 and fair presentation 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.

& Member of the Swiss Institute of Certified Accountants and Tax Consultants
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An audit also includes evaluating the appropriateness of the accounting policies used and the
reasonableness of accounting estimates made, as well as evaluating the overall presentation
of the consolidated financial statements. We believe that the audit evidence we have ob-
tained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements for the year ended 31 December 2009
give a true and fair view of the financial position, the results of operations and the cash flows
in accordance with 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

s e

erge Clément Christelle Sierro
Licensed audit expert Licensed audit expert
(Auditor in charge)
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Consolidated comprehensive income statement

CHF 000, except per share amounts Note 2009 2008
Net revenues from continuing operations 8 583745 572 455
Purchases of energy, goods and services 9 (362961) (324318)
Gross margin from continuing operations 220784 248137
Personnel expenses 10 (78813) (73844)
Other operating expenses 11 (43 048) (44 499)
Depreciation on tangible fixed assets 21 (45 386) (45024)
Amortization on intangible fixed assets 23 (63) (51)
Impairment charge on intangible fixed assets 23 (1944) -
EBIT' from continuing operations 51530 84719
Financial income 12 5508 9073
Financial expenses 12 (3585) (18164)
Equity in netincome of affiliated companies 24 675163 63835
Income before taxes from continuing operations 728616 139463
Income taxes 13 (15579) (15518)
Netincome from continuing operations 73037 123945
Net income from discontinued operations = (1276)
Netincome for the year n3037 122 669
Attributable to
Parent company shareholders 715414 122 045
Minority interests (2377) 624
73037 122 669
Weighted average number of shares outstanding 1100826 1100826
Earnings per share 649.89 110.87
Dividend per share (proposed for 2009) 32.00 22.00

VEBIT =Earnings before interest and taxes



Consolidated comprehensive income statement

The accompanying notes form anintegral part of the financial statements.
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Consolidated balance sheetat31 December

CHF 000 Note 31.12.2009 31.12.2008
ASSETS

Current assets

Cash and cash equivalents 15 227 286 161194
Securities, term deposits and derivative financial instruments 17 43973 28345
Trade accounts receivable 18 146 409 170204
Available-for-sale property 19 1169 1172
Other accounts receivable 20 29910 20634
Total des actifs courants 448747 381549
Non-current assets

Tangible fixed assets 21 821712 741 469
Investment property 22 1225 1315
Intangible fixed assets 23 17 884 18100
Investments in affiliated companies 24 1656 361 1005903
Assets resulting from defined benefit pension plan 28 17 699 3811
Other long-term financial assets 25 15582 15875
Total non-current assets 2530463 1782473
Total assets 2961511 2164211

LIABILITIES AND SHAREHOLDERS® EQUITY

Current liabilities

Trade accounts payable 44226 41757
Other short-term liabilities 26 82628 88876
Short-term portion of long-term borrowings 27 262 262
Current tax liabilities 14195 16 009
Short-term provisions 29 1057 1023
Total current liabilities 142 368 147927
Non-current liabilities

Long-term borrowings 27 41675 39200
Deferred tax liabilities 13 149823 148306
Long-term provisions 29 4916 5119
Total non-current liabilities 196414 192 625
Total liabilities 338782 340552
Equity attributable to parent company shareholders

Share capital 30 28500 28500

Additional paid-in capital 13111 13111

Otherreserves 474648 363281

Retained earnings 2107 367 1415973

Own shares (15 245) (15245)
Total equity attributable to parent company shareholders 2608 381 1805620
Minority interests in equity 14348 18039
Total shareholders’ equity 2622729 1823659
Total liabilities and shareholders’ equity 2961511 2164211

The accompanying notes form an integral part of the financial statements.
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Consolidated cash flow statement

CHF 000 Note 2009 2008
Netincome for the year 715414 122669
Non-cash items in continuing operations

- Taxes 13 15579 15016
- Depreciation on tangible fixed assets 21 45 386 45075
- Depreciation and impairment charge on intangible fixed assets 23 2007 -
- Equity in net income of affiliated companies 24 (675 163) (63 835)
- Dividends received from affiliated companies 141023 9229
- Net profit on sale of fixed assets 11 (1210) (1052)
- Net financial income 12 (1923) 9091
- Change in pension fund assets 28 (3888) (3811)
- Other non-cash items (2668) (57)
Interest received and other financial income 1703 6331
Interest paid and other financial expenses (1686) (1796)
Taxes paid (15920) (22 457)
Cash flows before change in working capital 218654 114403
Change in current assets and other cash flows from operating activities 16 14869 (30911)
Net cash provided by operating activities 233523 83492
Purchase of tangible fixed assets (128346) (71412)
Sale of tangible fixed assets 4437 1446
Acquisition of shareholdings, net of cash (1439) (7216)
Acquisition from minority shareholders (413) (39300)
Acquisition of shareholdings in affiliated companies (4031)

Cash paid with spinoff of VMCV SA = (2128)
Sale/purchase of investment securities (15644) 25724
Change in other long-term financial assets 110 (1081)
Net cash used in investing activities (145326) (93967)
Change in long-term borrowings 2737 -
Capital paid in by minority shareholders 198 -
Dividends paid to minority shareholders (685) (262)
Dividends paid to parent company shareholders (24218) (33025)
Net cash used in financing activities (21968) (33287)
Cash flows from discontinued operations - 254
Net effect of conversion differences on cash and cash equivalents (137) (671)
Netdecrease in cash and cash equivalents 66092 (43762)
Cash and cash equivalents at beginning of year 161194 205373
Cash and cash equivalents atend of year 227286 161194

The accompanying notes form anintegral part of the financial statements.
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Consolidated statement of changesin shareholders’ equity

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 2008 28500 13111 462102 1314207 (15245) 1802675 45685 1848 360
Change in shareholders’ equity 2008
Dividend paid to parent company shareholders
(CHF 30 per share) (33025) (33025) (33025)
Dividend paid to non-controlling interests (262) (262)
Change in scope of consolidation (14 159) 12746 (1413) (28008) (29421)
Comprehensive income for the year (84 662) 122 045 37383 624 (38007)
Balance at 31 December 2008 28500 13111 363281 1415973 (15245) 1805620 18039 1823659
Additional Total
Share paid-in Other  Retained Own Minority shareholders’
CHF 000 capital capital reserves earnings shares Total interests equity
Change in shareholders’ equity 2009
Dividend paid to parent company shareholders
(CHF 22 per share) (24218) (24218) (24218)
Dividend paid to non-controlling interests (685) (685)
Change in scope of consolidation 198 198 (629) (431)
Comprehensive income for the year 111367 715414 826781 (2377) 824 404
Balance at 31 December 2009 28500 13111 474648 2107 367 (15245) 2608381 14348 2622729

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

Note 1
Generalinformation

Romande Energie Holding SA, a holding company
incorporated in Switzerland with its registered office in
Morges, is the direct or indirect owner of all the compa-
nies which belong to Romande Energie Group (the Group).
The Group is active in three businesses related to energy:
the distribution of electricity, the marketing of energy and
the environment

The mission of the distribution business is to manage
the electricity grid in the allotted coverage area and ensure
aright of access to end-consumers.

The marketing business covers the supply of electricity
to captive clients in the coverage area and to deregulated
clients in the whole of Switzerland. An offering of adminis-
trative and energy services is associated with this activity.

The environment business encompasses the develop-
ment and management of renewable power production,
which currently accounts for 16% of the electricity dis-
tributed in the Group's coverage area. Activities relating
to energy efficiency are also handled by the environment
business.

The Group's consolidated financial statements for 2009
were adopted by the Board of Directors of Romande
Energie Holding SA on 26 March 2010 and will be submit-
ted for approval by the General Meeting of Shareholders
on 21 May 2010

Note 2

Summary of significantaccounting policies
Significantaccounting policies used in the preparation

of the Group's consolidated financial statements are

described below. Unless otherwise stated, these poli-

cies have been applied uniformly to all the comparative

figures shown.

2.1Basis of presentation

The Group’s consolidated financial statements are
presented in CHF thousands and have been prepared
under the historical cost convention, with the exception
of certain tangible fixed assets and financial instruments
which are measured at fair value. They comply with
International Financial Reporting Standards (IFRS) issued
by the International Accounting Standards Board (IASB),
International Accounting Standards (IAS) and their Inter-
pretations (IFRIC) issued by the International Accounting
Standards Committee (IASC), and the Reporting Stand-
ards set out below.

The preparation of financial statements under IFRS
involves estimates and assumptions which affect the
amounts of assets, liabilities, income and expenses
reported or contingent at the balance sheet date. Although
the estimates are based on the best knowledge available
to Management regarding the Group's present situation
and future operations, actual reported results may differ
from what has been anticipated. Cases involving a high
degree of judgement or complexity, and those where
the estimates and assumptions made have a significant
impact on the preparation of the financial statements,
are described in Note 5.

Application of Standards:
The new Standards, their Interpretation and effective
date are summarized in the table below.

a) Application for the 2009 financial statements

Standards and
Interpretations Title Effective date
IFRS 1 First-time Adoption of International Financial Reporting Standards and IAS 27 01/01/2009
Consolidated and Separate Financial Statements
IFRS 2 Share-based payments (amended) 01/01/2009
IFRS 3/IAS 27 Business Combinations and Consolidated and Separate Financial Statements, 01/07/2009
including consequential amendments to IFRS 7, IAS 21, IAS 28, 1AS 31 and IAS 39.
IFRS7 Financial Instruments - Disclosure and Presentation 01/01/2009
IFRS 8 Operating Segments 01/01/2009
IAS1 Presentation of Financial Statements (amended) 01/01/2009
IAS 23 Borrowing Costs (revised) 01/01/2009
IAS 27 Consolidated and Separate Financial Statements (amended) 01/07/2009
1AS 32 Financial Instruments - Disclosure and Presentation (amended) 01/01/2009
IFRIC9 Reassessment of Embedded Derivatives 01/07/2009
IFRIC13 Customer Loyalty Programmes 01/07/2008
IFRIC 16 Hedges of a NetInvestmentin a Foreign Operation 01/10/2009
IFRIC 18 Transfers of Assets from Customers 01/07/2009
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Where application of a Standard or
an Interpretation had animpacton the
financial statements or the Group's
performance, the impactis described
below.

e |FRS 7 Financial Instruments:

as a supply of electricity, gas or
water). The Group adopted this
Interpretation prospectively to
the transfer of assets from cus-
tomers as of 1 July 2009. This
had a positive impact on the
2009 income statement of some

Disclosures

(Applicable on or after 1 January
2009). Thisamendmentimposes
enhanced disclosures about fair
value measurement and liquidity
risk (see Notes 5and 17).

IFRS 8 —Operating Segments
(Applicable on or after 1 January
2009). This new Standard impos-
es a managerial approach which
requires operating segment
information to be reported on
the same basis as information
prepared for internal use (see
Note 7). Application of this Stand-
ard has no impact on the Group's
results.

IAS 1 Presentation of Financial
Statements (amendment)
(Applicable on or after 1 January
2009). Amendment of the Stand-
ard has mainly affected the pres-
entation of the statements of
changes in equity and compre-
hensive income. The adoption
of this amended Standard is not
expected to affect the Group's
results or financial position.

IAS 23 Borrowing costs (revision)
(Applicable on or after 1 January
2009). The amended Standard
eliminates the possibility of rec-
ognizing 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.

IFRIC 18 Transfers of Assets from
Customers

(Applicable on or after 1 July
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 require-
ments 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 net-
work or to provide the customer
with ongoing access to a sup-
ply of goods or services (such

CHF 9 million.

Standards and Interpretations pub-
lished but notyet applicable

Some new Standards, Amend-
ments and Interpretations of existing
Standards were published and are
applicable for the Group's account-
ing periods beginning on or after
1 January 2010, or for later periods
but which have not been early adopt-
ed by the Group:

Standards, Amendments and Interpre-
tations applicable in or after 2010

e |FRS 3Business Combinations

(revision)

(Applicable on or after 1 July
2009). The revision of this Stand-
ard involves the following signifi-
cant 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 inter-
ests’ proportionate share of the
acquired entity’s net identifiable
assets; 3) if the acquirer achieves
control in stages (step acquisi-
tions), it must remeasure at fair
value its previously held equity
interestin 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
IFRS 3 (revised) as of 1 January
2010. The changes could have a
substantial impact on the recog-
nition of future business combi-
nations.

e |AS 27 Consolidated and Separate
Financial Statements (amendment)
(Applicable from 1 July 2009).
This amendment requires the
effects of any transaction with
minority interests, if there is
no change in control, to be ac-
counted 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 remeas-
ured 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 inter-
ests having a deficit. The Group
will adopt this amendment as of
1January 2010. The changes will
have animpacton the accounting
of future transactions with minor-
ity interests.

e |AS 39 Financial instruments:

Recognition and Measurement
- Eligible Hedged Items (amend-
ment)

(Applicable on or after 1 July
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 amend-
ment as of 1 January 2010. No
significantimpact on the Group's
financial situation or financial per-
formance is expected.

2.2 Principles of consolidation

The closing date for individual

financial statements is 31 December.

a) Subsidiaries

The consolidated financial state-
ments comprise the operations
of Romande Energie Holding
SA and all the direct and indirect
subsidiaries in which the Group
has the power to manage finan-
cial and operating policies, and
normally holds more than 50% of
voting rights. The main subsidiar-
ies are listed in note 36. 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 ac-
counted for using the purchase
method. The cost of a business
combination is measured by tak-
ing into account, on the transac-
tion date, the fair value of the
assets acquired, the liabilities
assumed and the equity instru-
ments 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
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between the cost of the combi-
nation and the fair value of the
Group's share in the net assets
acquired is carried on the balance
sheetas goodwill under " Intangi-
ble fixed assets”.
Allintercompany balances, trans-
actions and profits are eliminated
on consolidation.

Minority interests in sharehold-
ers’ equity and net income are
shown separately.

Affiliated companies

Affiliated companies and joint
ventures in which the Group ex-
erts a significant influence (nor-
mally between 20% and 50% of
voting rights), without having a
controlling interest, are consoli-
dated using the equity method.
These holdings are carried on the
balance sheet as investments in
affiliated companies and are ini-
tially accounted for at cost, then
at fair value, i.e. their initial cost
adjusted for the Group's share
of retained earnings or losses af-
ter the acquisition date and any
change in value (impairment).
If the Group does not exert a sig-
nificant influence in a company
despite holding more than 20%
of its shares, the company is
treated as a long-term financial
asset (see note 2.3 g).

Any impairment is recognized
directly in the income state-
ment. Losses incurred by an af-
filiated 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 recog-
nized in the “Consolidated state-
ment of changes in shareholders’
equity” and shown separately.
Significant balances and transac-
tions with affiliated companies
and joint ventures consolidated
using the equity method are
shown separately as items relat-
ing to affiliated companies.
Unrealized gains arising from
transactions between Group
companies and affiliated compa-
nies are eliminated in proportion
to the Group's stake in the com-
pany. Unrealized losses are elimi-
nated in the same way, unless
the transaction involves a trans-
fer 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.

Jointventures

A joint venture is a contractual
arrangement whereby the Group
and other partners undertake an
economic activity that is subject
to joint control. Strategic, finan-
cial and operational decisions re-
quire the unanimous approval of
the parties to the contract.

When the Group takes partin such
agreements, its share of the jointly
held assets and liabilities is recog-
nized in the consolidated financial
statements and booked to the rel-
evant balance sheet positions.
Joint ventures may lead to the
creation of legal entities in which
each venturer has a sharehold-
ing. In such cases, the Group’s
stake in these entities is recog-
nized using the equity method.

b) Changesinscope

The scope of consolidation of
Romande Energie Group under-
went the following changes in
2009:

The Group acquired all the share
capital of TECFOR SA, Troistor-
rents, acompany operating in the
drilling business. This acquisition
isin line with the Group's objec-
tive to become a major player in
the field of heat pumps. Tecfor
has been fully consolidated since
its acquisition on 18 May 2009.

Inorderto meetits objectives with
regard to energy efficiency, the
Group acquired shareholdings in:

Eneftech Innovation SA (34%).
This company develops products
in the areas of cogeneration and

heat optimization.

Energie Solaire SA (34%), acom-
pany active in the development
and marketing of solar panels.

c) 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 curren-
cies are translated at the year-end
exchange rate. Differences in ex-
change rates resulting from these
operations are booked to the in-
come statement.

The Group uses options and fu-
tures contracts to hedge against
exchange rate risks.

As all the subsidiaries report in
Swiss francs, there are no cur-
rency gains or losses arising from
translation of their accounts.

2.3 Accounting and valuation principles
a) Netrevenues and revenue recogni-

tion

Net revenues include all income
from the sale of electricity, goods
and services less VAT, rebates,
discounts, other agreed deduc-
tions as well as guarantees and
losses on bad debts. Revenues
are recognized when electricity is
supplied, goods are delivered and
services are rendered. Custom-
ers’ meters are read periodically.
Many customers have their elec-
tricity 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 adjust-
ments in respect of the estimat-
ed 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 histori-
cal data adjusted for the increase
in average annual consumption.
Dividends from investments are
accounted for when the right to
distribution has been clearly as-
certained.

Equipment charges collected
from clients when they are con-
nected to the grid are recognized
as income when the connection
isinstalled.

b) Personnel expenses and 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. How-
ever, 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. inthe form of refunds
from the pension plan or reduc-
tions 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
butis disclosed in the notes.

An actuarial gain or loss arises
mainly from changes in assump-
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2009 2008
Exchange rates used atyear-end
1 euro 1.483 1.493
Average monthly exchange rates used for the consolidated income
and cash flow statements
1 euro 1.502 1.592

tions, and from the difference be-
tween the actuarial assumptions
and the actual results of the plan.
The portion of actuarial gains or
losses exceeding 10% (the cor-
ridor) of the higher of the present
value of obligations and the fair
value of plan assets is recognized
inthe income statement depend-
ing on the estimated average
remaining working lives of the
employees insured.

c) Impairment of tangible and intangi-
ble fixed assets

At each annual closing date, an
impairmentreview is carried outin
order to determine the existence
of factors indicating a loss in value
of an asset. A loss in value is im-
mediately ascertained if the book
value of an asset is higher than its
estimated recoverable value.

The recoverable amount is de-
fined as the higher of an asset’s
net selling price and its value in
use. Valuein useis the discounted
present value of estimated future
cash flows expected to be de-
rived from this asset or the small-
est 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 assess-
ment of the overall economic con-
ditions expected during the useful
life of its assets. These estimates
may diverge considerably from
the actual values.

d) Cash and cash equivalents

Cash and cash equivalents com-
prise cash at banks and on postal
accounts, as well as money mar-
ket deposits and investments
with an initial term of 90 days
orless.

e) Trade accounts receivable

Trade accounts receivable are re-
corded at nominal value less an

f

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, de-
fault or overdue payment are con-
sidered as reliable indicators for
booking an impairment charge on
thereceivable. The Groupissues 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 rec-
ognized on the basis of receiving
orders and bankruptcy adjudica-
tions orany other document which
can establish the debtor’s default.

Financialinstruments

(incl. borrowings) and derivatives
Financial instruments are rec-
ognized as assets or liabilities
on the balance sheet as soon as
the Group enters into contracts
involving these instruments.
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.
Derivative financial instruments
are carried at fair value; resultant
profits and losses are booked to
the income statement.

Forward contracts for purchases
of energy with physical delivery
are excluded from the scope
of IAS 39. These contracts are
concluded within the framework
of the Group's normal activities.
This is the case as soon as the
following conditions are met:
there is a physical delivery of
energy;

the contracts are not sales of op-
tions within the meaning of the
standard.

Borrowings are initially account-
ed for at fair value, adjusted for
directly chargeable transaction
costs. Subsequently, they are
valued at amortized cost using
the effective interest rate meth-
od. Borrowings or tranches of
borrowings carrying an irrevoca-
ble right to defer repayment for
longer than 12 months are classi-
fied under non-current liabilities;
all others are booked to current
liabilities.

g) Long-termfinancial assets

Investments in companies in
which the Group holds less than
20% of voting rights or in which
it does not exert a significant in-
fluence are carried at cost and
then at fair value, unless it is not
possible to provide a reliable es-
timate. Where appropriate, the
Group values the investment at
cost. Changes in fair value are
recorded under shareholders’
equity and reclassified in the in-
come statement when the asset
is sold or has to undergo an irre-
versible impairment.

Loans issued are carried at am-
ortized cost less any impairment
due to non-recoverable amounts.

h) 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 (butincluding
the tax effect of income tax), are
allocated to shareholders’ equity.

Tangible fixed assets

Land, buildings, investment prop-
erty, machinery and equipment
are recorded at cost less accu-
mulated depreciation. Leasehold
improvements are depreciated
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over their estimated useful life or
the remaining term of the lease,
whichever is shorter. Repairs
and maintenance of rented build-
ings 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:

Land is only depreciated in the
event of alossin value.
Equipmentunder developmentis
treated as a fixed asset and writ-
ten down in the year it is brought
into service.

If the Group has to dismantle
power plants or other fixed as-
sets and recondition the property
owned by third parties on which
the assets are located, the esti-
mated cost of such work is added
to the initial cost at the acquisi-
tion date and written down over
the useful life of the assets

Investment property

Real estate held with a view to
obtaining a return or enhancing
the value of the capital is consid-
ered as investment property.
Investment property is valued at
cost after deduction of accumu-
lated depreciation. Itis written off
over a period of 20 to 40 years.

k) Intangible fixed assets and goodwill

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
impairment review every year,
or more frequently if events or
changes in circumstances point
to the possibility of a loss in value.
Thereview is based on an assess-
ment 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 con-
cession Software programs:5years
An impairment review is carried
out if there are indications that
the recoverable amount may be
less than the carrying amount.

Provisions

Provisions consist of liabili-
ties whose outcome, expiry or
amount are uncertain. They are
recorded when the Group is
under a legal or implicit obliga-
tion arising from a past event,
when it is probable that an out-
flow of funds will be necessary
to discharge the obligation and
when the amount of the obliga-
tion can be reliably estimated.
The amount of provisions is es-
timated by Management at the
balance sheet date on the basis
of the best possible estimate of
the expenditure required to set-
tle the obligation. If an outflow of
funds is not likely or the amount
cannot be reliably estimated, the
obligation is not shown on the bal-
ance sheet but under contingent
liabilities. If the impact is signifi-
cant, 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 neces-
sary by a rate reflecting the risks
inherentin the liability.

m)Taxes (incl. deferred taxes)

Current taxes are determined on
the basis of taxable income for
the year and are charged to the
income statements.

Income taxes are recorded in the
same period as the revenues and
expenses to which they relate.
Deferred taxes are calculated
using the variable carry-forward

method, i.e. on the timing differ-
ences between the value of as-
sets and liabilities recognized by
the tax authorities and their book
value recorded in the consolidat-
ed financial statements.

No deferred tax has been cal-
culated on the valuation differ-
ences 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 ap-
pears probable that they will be
realized later.

n) Earnings per share

Earnings per share are calculated
by dividing net income by the
weighted average number of par-
ent company (Romande Energie
Holding) shares outstanding. This
indicator is shown before and af-
ter all potentially dilutive effects.

o) Dividends

Dividends are recorded in the
consolidated financial state-
ments once they have been ap-
proved by the General Meeting of
Shareholders.

p) Related parties

Related parties are considered
to be Vaud Canton, the Romande
Energie Pension Fund, and mem-
bers of the Board of Directors and
the Executive Board. Related par-
ties 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.

q) Discontinued operations and non-

currentassets available for sale
Non-current assets or asset
groups available for sale are val-

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 inyears

Group premises

Investment property

Power plants

Electricity distribution grids

Machinery, equipment, installations and tools
Vehicles

IT hardware and software

Landis only depreciated inthe eventof alossinvalue.

20-40
20-40
25-75
15-40
6-15
3-8
3-8
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ued at the lower of book value or
fair value, less expenses relating
to their sale. Non-current assets
are classified as available for sale
if their book value is recovered
mainly by selling them, rather
than by using them. These condi-
tions are met if the asset is avail-
able for sale immediately and if
the sale is highly likely.

The consolidated income state-
ments for the period under re-
view and the preceding period
provide separate breakdowns of
revenues and expenses arising
from discontinued operations.
Non-current assets designated
as available for sale are nolonger
subject to depreciation or amor-
tization.

Note 3
Critical valuationfactors

Estimates and working hypoth-
eses are continuously assessed and
are based on experience along with
other factors, such as the likelihood
that certain events will take place
given the circumstances.

a) Group Pension Fund
The calculation of pension liabili-
ties arising from defined benefit
plans is made using actuarial as-
sumptions 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 840.8 million.
An impairment review is car-
ried out annually or whenever
there are indications of a loss 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.

c) Valuation adjustment of investments
in affiliated companies
During recent years, this posi-
tion has taken on increasing
importance for the Group's bal-
ance sheet. It amounted to CHF
1.656 billion in 2009 and consists
primarily of the shareholding in
Alpig (CHF 1.578 billion). The im-
pairment reviews as well as the
uncertainties of judgement are
equivalent to those mentioned
above

d) Netrevenues
A large proportion of energy rev-
enues is generated by individual
clients, who are invoiced annu-
ally on the basis of meter read-
ings taken in the final quarter of
the year. The revenue received
between the date of the last read-
ing and 31 December is booked
using estimates that take into
account the client's consumer
habits and the energy distributed
on the grid. The figure thus ob-
tained may differ from the effec-
tive values.

Note 4

Disposals, business combinations and

otherimportanttransactions
Acquisitions, disposals and other

transactions took place during 2009

and 2008.

1) Acquisitions in 2009
Subsidiaries
Société Electrique de Champéry SA
On 30 April 2009, the Group
acquired a further 200 shares
of Sociéte de Distribution Elec-
trigue de Champéry SA (SDEC),
increasing its stake in this compa-
ny from 94.55% to 99.55% with
voting rights equal to the propor-
tion of capital owned. The net
amount paid was CHF 0.41 mil-
lion. The price of CHF 2,065 per
share is the same as that agreed
at the time of the acquisition in
2008, and corresponds to the fair
value of the shares.

TECFORSA

On 18 May 2009, the Group ac-
quired all the shares of Tecfor
SA for a total amount of CHF 3.1
million. This company, which
operates mainly in the field of
geothermal drilling, is located at
Troistorrents in the Canton of Val-
ais and has a share capital of CHF
0.56 million.

Tecfor has been fully consoli-
dated since the date of its acqui-
sition. The goodwill recognized
on that date was justified on
the basis of future cash flows
which the company was ex-
pected to generate over a period
of five years. The impact of this
consolidation on the Group's
income statement is around
+CHF 0.3 million and CHF 2 mil-
lion onrevenues.

The following table shows the al-
location of the acquisition cost of
this company:
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Fair value Carrying value

CHF 000 CHF 000
Cashand cash equivalents 111 111
Customers 269 259
Other current assets 79 79
Tangible fixed assets 1761 1433
Total assets 2220 1882
Suppliers 211 211
Other current liabilities 993 993
Non-current liabilities 359 359
Deferred taxes 73 -
Total liabilities 1636 1563
Fair value of net assets 584
Goodwill arising from the acquisition 2516
Total acquisition cost 3100

CHF 000
Cash acquired with the acquisition (NN
Cash payment (1550)
Net cash outflow (1439)

The costof this acquisition includes cash payments of CHF 1.5 million and non-discounted
future payments of CHF 1.6 million.
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Affiliated companies 2) Acquisitions in 2008 Note 5
Energie Solaire SA a)HC SA Risk management

On 6 July 2009, the Group ac-
quired a further 24% of the
capital of Energie Solaire SA,
Sierre. It had previously held
a 10% stake in this company,
amounting to CHF 0.6 million;
these shares were carried un-
der “Other long-term financial
assets”. The company, which
has a capital of CHF 1.6 million
divided into 4,000 bearer shares,
designs and develops solar pan-
els. It was consolidated using
the equity method with effect
from the date of the second
share purchase.

Eneftech Innovation SA

On 21 July 2009, the Group in-
vested in Eneftech Innovation
SA, Ecublens. This company has
a capital of CHF 0.25 million and
is active in the field of cogenera-
tion and heat optimization. The
investmentis held by the Group's
subsidiary, Romande Energie
Renouvelable SA.

For consolidation using the equi-
ty method, the Group estimated
the value of assets, liabilities and
goodwill at the time of the acqui-
sition. The allocation of the cost
of this business combination was
effected on the basis of the due
diligence checklist for acquisi-
tions, together with the informa-
tion in the Group’s possession.

CHF000

Share of netassets 171
Share of tangible fixed assets 1017
Goodwill 3411
Acquisition cost 4605

St-Gingolph Energia SA

The Group also acquired an in-
terest of 25% in St-Gingoph
Energia SA, St-Gingolph, when it
was created. The purpose of this
company is to build and operate
a pumped-storage hydroelectric
plant. It has a share capital of CHF
0.1 million. The Group purchased
this shareholding at nominal
value, i.e. by payinginanamount
of CHF 25,000.

On 31 May 2008, le Groupe ac-
quired all the share capital of HC
SA for CHF 2.5 million plus a bal-
ance of CHF 1 million that will
be paid if the objectives agreed
upon by the buyer and the seller
are met.

b) Société de Distribution Electrique

Champéry SA (SDEC)

The Group acquired 95% of the
shares of SDEC for CHF 7.9 mil-
lion on 2 July 2008. This amount
comprised an initial cash pay-
ment of CHF 5.3 million, and a
second one of CHF 2.6 million
which was made during the first
half of 2009.

3) Discontinued operations in 2008

On 7 October 2008, the Group
acquired the 33.65% interest
in SEVM that was held by local
councils in the Vevey-Villeneuve
region. At the same time, the
Group withdrew from the public
transport business by giving up
its shares in VMCV SA, a compa-
ny which resulted from a separa-
tion of activities that became ef-
fective earlier that year. It addition
to the VMCV SA shares the local
councils concerned also received
apayment of CHF 39.3 million.

a) Information on risk management

The Group manages risk through
committees appointed to handle
specificrisks such as those associ-
ated with the supply of electricity.
The work of these committees
and the risk management proce-
dures employed are coordinated
by a risk manager, whose objec-
tive is to ensure thatrisks are sys-
tematically identified, assessed,
controlled and kept under surveil-
lance. The risk manager reports
directly to the Executive Board.

Twice a year, the risk manager
presents a detailed analysis of
the most important risks to the
Board of Directors. This analysis
comprises a description of the
risks facing the Group and the
measures taken to reduce them.

b) 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. Man-
agement monitors these risks on
aregular 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 op-
erating activities.

The Group does not enter into
financial transactions if they in-
volve risks that cannot be esti-
mated 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.

c) Energy supply risk

The Group is exposed to fluc-
tuations in the market prices of
all the energy it does not pro-
duce itself, i.e. around 85% of
total requirements. It therefore
concludes long-term suppliers’
agreements on prices and vol-
umes with selected partners. The
agreement with the longest term
runs until2015. Added to the right
of purchase described in note 34,
these contracts cover practically
allenergy requirements based on
estimated 2010 consumption.
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For the remainder of its supplies,
the Group uses stress-testing
techniques to simulate the worst-
case scenario. It fixes a maxi-
mum price for supplies every
year, which it hedges on the Eu-
ropean 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 enable it to
reduce the risk of energy price
increases.

The Group has hedged all its en-
ergy needs for the 2010 financial
year, as well as most of its re-
quirements for2011. This means
that Romande Energie will have
little exposure to price fluctua-
tions 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. Depend-
ing 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 impos-
sible to estimate and can vary
sharply from year to year; it
was CHF 14 million in 2009,
compared with CHF 11 million
in 2008.

d) 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 op-
tions to hedge all its firm com-
mitments 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 reason-
ably possible, other things be-
ing equal — would have had an
impact of CHF 8.4 million on the
2009 income statement, com-
pared with CHF 8.1 million in
2008. It would not have affected
shareholders’ equity.

The Group does not apply hedge
accounting and all changes in ex-
change rates are recognized in
the income statement.

e) Interestrate risk

f

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 2009
income statement of anincrease
or decrease of 50 basis points
was CHF 1.2 million, compared
with CHF 0.4 million in 2008.
There was no effect on share-
holders’ equity.

Other price risk

The Group is exposed to price
risks on securities arising from
investments in financial holdings.
These investments are held for
strategic purposes, rather than
for trading purposes. The Group
does not have any material expo-
sure to fluctuations in securities
prices. These fluctuations are ac-
counted for under shareholders’
equity.

g) Creditrisk

Credit risk is managed centrally
for the Group. It concerns the
possibility that counterparties
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 18). The
Group does not have significant
exposure to an individual coun-
terparty.

The risk associated with other
financial instruments such as
cash and cash equivalents, de-
rivative financial instruments
and deposits with financial insti-
tutions is managed by investing
and acquiring these instruments
in conformity with the Group's
inhouse treasury policy and reg-
ulations. Investments are only
placed with financial institutions
which meet strict selection crite-
ria. These include the two major
Swiss banks, Postfinance and
banks with a minimum rating of
AA-The maximum risk on this
position is equal to the carrying
value of the financial instruments.

h) Liquidity risk

Liquidity risk is the risk that the
Group will be unable to honour
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 Group
has sufficient cash resources to
meet all commitments on their
maturity dates.
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The table below shows the various maturities of the Group’s payables

(incl. interest).

Maturities

Below 1

CHF 000 month 1-3 months 3-12 months 1-byears Over 5 years
31 December 2009
Financial debts 1094 1049 28914 20285
Trade accounts payable 32275 11808 143
Other payables 21944 29969 27667 3048
Total 54219 4281 28859 31962 20285
Derivative financial instruments
Forward currency purchases 3725 7588 30854 123805

Maturities

Below 1

CHF 000 month 1-3 months 3-12 months 1-5years Over 5 years
31 December 2008
Financial debts 1094 358 28920 14 858
Engagements résultant
Trade accounts payable 30035 11245 477
Other payables 20234 38162 27438 3042
Total 50269 50501 28213 31962 14858

Derivative financial instruments
Forward currency purchases 7516 6559 29930 83829 -

Total

51342
44226
82628
178196

165972

Total

45230
41757

88876
175863

127834
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Financial assets
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Financial assets at
fair value through

CHF 000 Note profit or loss Available for sale Loans and receivables Total

2009 2008 2009 2008 2009 2008 2009 2008
Cash and cash equivalents 15 227 286 161194 227 286 161194
Securities, term deposits
and derivative financial instruments
- marketable bonds 17 23973 17074 23973 17074
-term deposits 17 20000 11271 20000 11271
Trade accounts receivable 18 146 409 170204 146 409 170204
Other current assets
-miscellaneous receivables 20 1164 3434 1164 3434
Other long-term financial assets
-miscellaneous financial investments 25 9656 10906 9656 10906
-loans to affiliated companies 25 5661 4912 5661 4912
-loans to third parties 25 265 275 265 275
Total 43973 28 345 9656 10906 380785 340019 434414 379270

Financial liabilities
at fair value
Financial liabilities through profit Other financial
CHF 000 Note orloss liabilities Total
2009 2008 2009 2008 2009 2008

Other short-term liabilities 26
- derivative financial instruments 5433 7523 5433 7523
-partners’ current accounts 8441 7680 8441 7680
-miscellaneous short-term liabilities 40191 42933 40191 42933
Short-term portion of borrowings 27 262 262 262 262
Long-term portion of borrowings 27 41675 39200 41675 39200
Total 5433 7523 135124 131832 140557 139355

From 1 January 2009, the Group adopted the amend-
ment to IFRS 7 “Financial Instruments” under which fair

value measurements of items accounted for at fair value

must be presented by entry source using a 3-level value
system (see note 17).
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Note 6
Capitalmanagement

The principal aim of capital manage-
ment is to maintain the ability to raise
funds in order to ensure continuity of
operations and maximize enterprise
value. The Group monitors indebted-

CHF 000

Financial debts

Trade and other receivables
Less cash and cash equivalents
(Netassets)/netindebtedness)

Shareholders’ equity
Total shareholders’ equity and (net assets) netindebtedness

Gearing ratio

ness using the gearing ratio, which
corresponds to net indebtedness
divided by total equity. As was the
case in the years prior to 2008, the
Group has returned to a net asset
position despite the significant invest-
ments undertaken during the year.

This is mainly due to the exceptional
dividend of CHF 116 million received
from EOS Holding.

2009 2008
41937 39462
126 854 130633

(227 286) (161 194)
(58495) 8901
2608 381 1805620
2549 886 1814521
n.s. 0.49%
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Note 7
Segmentreporting

Operating segments are deter-
mined on the basis of the business
units which are required to submit
regular reports to Management.
The Group is currently organized into
the following three business units:
- Marketing
- Distribution
- Environment

These units are managed as dis-
tinct entities even though they all
engage in energy-related activities.
As the Group only operates in Swit-
zerland, geographical sectors have
not been taken into account.

The Marketing business unit is re-
sponsible for electricity sales, ancil-
lary services (invoicing, call centre,
etc.) as well as products and services
embracing all client categories, such
as energy audits and public lighting
systems. The Group obtains part of
its electricity supplies through the
Environmentbusiness unit, while the
remainder is secured by long-term
contracts with third parties and by
forward and spot purchases on the
European Electricity Exchange (EEX).
Virtually all the activities of this busi-
ness unit are concentrated within
Romande Energie Commerce SA,
a subsidiary in which the Group has a
shareholding of 66.7%.

The main task of the Distribution
business unitis to ensure high-quality
power transmission, in accordance
with prevailing standards and legal
requirements. For this purpose, it
is entrusted with the maintenance
and development of the electricity
distribution grid. Most of the unit's
activities are subject to regulation.
Basically, its revenues consist of
the remuneration received for mak-
ing the grid available to end-clients
and resellers. This remuneration is
governed by the provisions of the
Electricity Supply Act.

The principal objectives of the
Environment business unit are to
generate hydraulic energy, and
develop activities focusing on new
renewable energy sources and en-
ergy efficiency.

Transactions between business
units are carried out at a price close
to market prices, except for activities
whose transfer prices are fixed by
law. The same accounting principles
are applied in all the business units.
The Group conducts its operations
exclusively in Switzerland and there
is no single client that accounts for
over 10% of its revenues.

Operating assets of each busi-
ness unit mainly consist of tangible
fixed assets, trade accounts receiv-
able and other receivables. Operating
liabilities primarily comprise trade
accounts payable and other payables.
Liabilities which are not attributable
to an operating segment include,
in particular, deferred tax liabilities and
current tax debts.

Corporate

Expenses shownunder “Corporate”
refer to costs incurred in connection
with the activities of the Group's head
office. Income and expenditure that
cannot be allocated to a specific busi-
ness unit are also booked under this
heading. Assets and liabilities mostly
comprise cash and cash equivalents,
investments in affiliated companies
and financial debts.

Segment reporting is based on
IFRS standards.
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Reporting by operating segment for 2009

CHF 000 Marketing Distribution Environment Corporate Eliminations Total

Netrevenues from third parties 326529 237505 4845 14866 583745

Net revenues from other units 22754 3707 32716 32685 (91 862) -

Netrevenues of business units 349283 241212 37561 47551 (91862) 583745

Purchases of energy, goods and services (328 686) (73 558) (6373) (1561) 47217 (362 961)
Gross margin 20597 167 654 31188 45990 (44 645) 220784

Personnel expenses (12897) (45941) (3028) (16 947) (78813)
Other operating expenses (14017) (42 570) (11 749) (19357) 44 645 (43048)
EBITDA (6317) 79143 16411 9686 98923

Depreciation on tangible fixed assets = (34 730) (5597) (5122) (45 449)
Impairment charge on intangible fixed assets - - - (1944) (1944)
EBIT (6317) 44413 10814 2620 51530
Financial income 5508

Financial expenses (3585)
Equity in netincome of affiliated companies 675163 675163

Taxes (15579) (15579)
Income from continuing operations hefore taxes 622204 713037

Operating assets 91287 637439 173484 1996 001 2898211

Assets unattributable to a segment 63300
Total assets 91287 637439 173484 1996 001 2961511

Operating liabilities 41153 82700 3008 3380 130241

Liabilities unattributable to a segment 205218
Total liabilities 41153 82700 3008 3380 335459
Investments

Tangible fixed assets 51 76872 41398 11024 129345
Intangible fixed assets and goodwill 2516 2516

Total investments 51 16872 41368 13540 131861
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Reporting by operating segment for 2008

CHF 000 Marketing Distribution Environment Corporate Eliminations Total

Netrevenues from third parties 304971 238525 3369 25590 572455
Net revenues from other units 28162 5312 45265 3885 (82 624) -
Netrevenues of business units 333133 243837 48634 29475 (82624) 572 455
Purchases of energy, goods and services (316 080) (63 264) (6294) (1266) 62 586 (324318)
Gross margin 17053 180573 42340 28209 (20038) 248137

Personnel expenses (11 952) (45 026) (2483) (15775) 1392 (73 844)
Other operating expenses (10053) (33330) (8910) (10852) 18646 (44 499)
EBITDA (4952) 102217 30947 1582 129794
Depreciation on tangible fixed assets (18) (31412) (5475) (8170) (45075)
EBIT (4970) 70805 25472 (6588) 84719

Financial income 9073

Financial expenses (18164)
Equity in netincome of affiliated companies 63835 63835

Taxes (15518) (15518)
Income from continuing operations before taxes 41729 123945

Operating assets 56 981 573643 112935 1262318 2005877

Assets unattributable to a segment 158334

Total assets 56 981 573643 112935 1262318 2164211

Operating liabilities 29512 80193 26157 1326 137187

Liabilities unattributable to a segment 203 365

Total liabilities 29512 80193 26157 1326 340552

Investments

Tangible fixed assets 620 25120 2500 1523 29763

Intangible fixed assets and goodwill 2823 2823

Total investments 620 25120 2500 4346 32586
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Netrevenues

Note 9
Purchases of energy, goods and services

Note 10
Personnel expenses

Note 11
Other operating expenses
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2008

473948
34730
16170
30478
17853

(724)
572 455

2008

261978
30361
25324

6655
324318

2008

61275
8960
3609
73844

613

2008

455561
(1052)
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Netfinancialincome

Note 13
Income taxes and deferred taxes
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2008

4657
649
963

36

2345

423
9073

(15627)
(3373)
(12214)
(787)
(175)
(88)
(18164)
(9091)

2008

139463
20730
(56212)
15518

23.20
-10.93
-1.20
0.05
1112



90— Romande Energie Group

Notes to the consolidated financial statements

Deferred taxes

CHF 000

Balance at1 January 2009

Booked to income statement

Booked to other income statementitems

Impact of business combinations

Netbalance of deferred taxes at 31 December 2009

Balance at 1 January 2008

Booked to income statement

Booked directly to shareholders’ equity

Impact of business combinations

Netbalance of deferred taxes at 31 December 2008

Note 14
Earnings per share (EPS)

Earnings per share are calculated by dividing net income allocated

to parent company shareholders by the weighted average number of shares
outstanding during the year, excluding the average number

of own shares held by the Group.

CHF 000

Earnings per share
Weighted average number of shares outstanding

Earnings attributable to shareholders of
Romande Energie Holding SA
Continuing operations

Discontinued operations

Total

Earnings per share (in CHF)
Continuing operations
Discontinued operations
Total

There are nofactors which could effectively or potentially dilute earnings.

Tangible fixed
assets

118480
5821

62
124363

119462
(2729)

1747
118480

Investments in
affiliated
companies
1414

(28)

14113

15472
(1331)

14141

Other assets,
provisions and
accruedand
prepaid items
15685

(4349)

11
11347

16988
(1 305)

2
15685

2009

1100826

715414

ns5414

649.89

649.89

Total

148306
5821
(4377)
73
149823

151922
(4034)
(1331)

1749

148 306

2008

1100826

123321
(1276)
122 045

112.03
-1.16
110.87
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Note 15
Cash and cash equivalents

CHF 000

Liquid assets in bank current accounts and cash in hand

Short-term deposits

Total cash and cash equivalents

Liquid assetsin bank currentaccounts are remunerated atvariable interest rates. Short-term deposits are

placed for periods of between one day and three months in accordance with the Group’simmediate cash
flow needs. The fair value of cash and cash equivalents was equal to their book value at 31 December 2009

and 31 December 2008.

Note 16
Changein current assets and other cash flows arising from operating activities

CHF 000

Change in trade accounts receivable
Change in trade accounts payable

Change in other current assets, other current liabilities and other items relating to operating activities

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

Note 17
Securities, term deposits and derivative financial instruments

CHF 000

Marketable bonds

Total investment securities

Term deposits with a maturity of more than 90 days

Total investment securities, term deposits and derivative financial instruments

The following table provides an
analysis of financial instruments
accounted for at their fair value,
classified by level according to the
degree of subjectivity regarding
the criteria used to determine that
fair value:

Financial assets
CHF 000

Marketable bonds

Total investment securities

Term deposits with a maturity of more than 90 days

Total investment securities, term deposits and derivative financial instruments

- Level 1 Fair value corresponds

to the prices quoted on an active
market.

Level 2 Fair value is determined
in accordance with indications
other than the quoted prices
mentioned in level 1. These indi-

Level 1 Level 2
23973

23973 -

20000

23973 20000

2009 2008
109716 127532
117570 33662

227286 161194

2009 2008

25520 (30637)

2258 2742

(12909) (3016)
14869 (30911)
2009 2008

23973 17074
23973 17074

20000 11271
43973 28345

cations are mainly obtained from
data observable on the market or
by other means.

Level 3 Fair value corresponds to
atechnical evaluation comprising
factors that are not based on ob-
servable market data.

Level 3 Total

23973
- 23973

= 43973
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Note 18
Trade accountsreceivable

CHF 000

Trade accounts receivable
Non-invoiced energy deliverables
Total trade accounts receivable, gross

Provision for doubtful accounts
Total trade accounts receivable, net

At 31 December 2009, an impairment charge was
booked for receivables in the amount of CHF 2,924,000
(2008: CHF 2,655,000). The provision issued for this item
was CHF 2,616,000 at 31 December 2009 (2008:CHF
2,214,000). The impairment charge for individual items

Receivables with individual provisions
Receivables with lump-sum provisions

Movement of provision for doubtful accounts

Balance at 1 January
Allocation

Use

Balance at31 December

Creditrisk
The following table shows the degree of credit risk related
to the trade accounts receivable item:

Receivables that are neither due nor provisioned

Receivables that are due but for which no impairment charge was booked
- Between 30 and 60 days overdue

- Between 60 and 90 days overdue

-Between 90 and 120 days overdue

-Between 120 and 180 days overdue

Total

Receivables for which provisions were issued

2009

121894
27131
149025

(2616)
146 409

2008

123382
49036
172418

(2214)
170204

concerns clients whose financial circumstances make it
most unlikely that the Group will recover the amounts due.

37/

423
2924
3347

(2214)
(975)
88
(2616)

141690

1539
1361
426
662
3988
3347

889
1766
2655

(2166)
(136)

(2214)

165873

2381
657
347
505

3890
2655
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Note 19
Available-for-sale property

2008

1275
(1083)
1172

Note 20
Other current assets

2008

7915
5474
3434
16823
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Note 21
Tangible fixed assets

Energy Energy Other

Landand production distribution tangible Construction
CHF 000 buildings plants plants fixed assets in progress Total
2009
Acquisition cost
Balance at1 January 97869 258748 1118339 64160 51963 1591079
Acquisitions - transfers 147 1581 57200 8495 72996 140419
Change in scope 1761 1761
Divestitures - transfers (13197) (1534) (12073) (26 804)
Balance at31 December 98016 260329 1162342 72882 112 886 1706 455
Accumulated depreciation
Balance at1January 53182 146618 601660 438150 849610
Charge for the year 2847 5540 33295 3614 45296
Divestitures - transfers (9017) (1146) (10163)
Balance at31 December 56 029 152 158 625938 50618 884743
Netbook value at31 December 41987 108171 536 404 22264 112886 821712

During 2009, substantial investments were made in the Toules dam, CHF 20.5 million for the plant producing
addition to those carried out for maintenance purposes. energy from wood by-products (Enerbois) and CHF 28 mil-
They included outlays of CHF 11 miillion for strengthening  lion for the purchase of a 125 kV grid.

Energy Energy Other

Landand production distribution tangible Construction
CHF 000 buildings plants plants fixed assets in progress Total
2008
Acquisition cost
Balance at1January 98845 255232 1072308 140907 32146 1599438
Acquisitions - transfers 76 3516 38348 9220 19817 70977
Change in scope 14940 14940
Divestitures - transfers (1052) (7 257) (4728) (13037)
Discontinued operations (81239) (81239)
Balance at 31 December 97869 258748 1118339 64160 51963 1591079
Accumulated depreciation
Balance at1 January 50283 141143 576132 75596 843154
Charge for the year 2899 5475 31412 5149 44935
Divestitures - transfers (5884) (909) (6793)
Discontinued operations (31 686) (31 686)
Balance at31 December 53182 146618 601660 43150 849610

Netbook value at31 December 44687 112130 516679 16010 51963 741 469



Note 22
Investment property
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The Group estimates the value of its investment prop-
erty at CHF 1.7 million, the same figure as in 2008. This
estimate is based on market prices for similar property,
not on a professional valuation by a real estate specialist.

2008

5564

(3773)
1791

1739

(1352)
89
476

1315

Rental income amounted to CHF 0.2 million and the direct
operating expenses involved were CHF 0.2 million, also
unchanged from 2008. There were no significant unrealiz-
able commitments relating to real estate investments.



Note 23
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Intangible fixed assets, goodwill and acquisitions

CHF 000

2009

Acquisition cost
Balance at 1 January
Acquisition

Exit

Balance at31 December

Accumulated amortization
Balance at 1 January

Charge for the year

Valuation adjustment

Balance at31 December

Net book value at31 December

2008

Acquisition cost
Balance at 1 January
Acquisitions

Balance at31 December

Accumulated amortization
Balance at 1 January

Charge for the year

Balance at31 December
Netbook value at31 December

(725)

In 2008, the Group purchased all the share capital of
HC SA. The total amount of the transaction fixed at the
time was CHF 3.5 million. This price included payments
that were to be made later if certain objectives were
achieved. As these objectives were not met, the price was
reduced to CHF 2.6 million. The goodwiill of CHF 2.8 million
calculated in 2008 was therefore adjusted downwards to
CHF 1.9 million.

Goodwill

17255
2516

19046

1944
1944
17102

Other
intangible
fixed assets

896
(725)
896
51
63

114
182

Total

18151
2516

19942

51

63
1944
2058
17884

This goodwill was attributed to the synergies and future
cash flows expected. In view of the current economic situ-
ation, the Group is rather pessimistic about the scale of
such cash flows. The inflows projected over the next five
years, discounted at a rate of 6.6%, no longer justify the
value of the goodwill and the Group has therefore booked
an impairment charge on the totalamount recognized, i.e.

CHF 1.9 million.

17 255
17255

17255

896
896

51
51
845

18151
18151

51
51
18100
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Note 24
Investments in affiliated companies

At 1 January 2009
Investments for the year
Equity in netincome of affiliated companies

Adjustment to shareholders’ equity of affiliated companies

Dividends received
At 31 December 2009

CHF 000

EOS Holding SA
FMHL SA

FMA

SITEL SA

SEFA

Divers

Total

A summary of Group holdings in affiliated companies is
shown below.

CHF 000

Share inrevenues of affiliated companies
Aggregate net revenues

Aggregate netincome

Equity in netincome of affiliated companies

Share in balance sheets of affiliated companies
Current assets

Non-current assets

Current liabilities

Non-current liabilities

Aggregate netassets

Share in equity of affiliated companies

Notes to the consolidated financial statements

1005903 Investments in affiliated companies during the year under review mainly

4631 concerned:

675163 - the acquisition of a 34% shareholding in Eneftech Innovation SA, Ecublens,

111687 for CHF 2.6 million;

(141023) - the purchase of 34% of the capital of Energie Solaire SA, Sierre, for CHF 2

1656361 million.

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

2009

1577742
29735
7839
15709
14343
10993
1656 361

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

None ofthe companies are listed.

With the exception of EOS Holding and FMHL SA, financial statements of affiliated companies are
provisional. Any adjustment made after publication of the Group's statements will be recognized

inthe 2010financial year.

Both the value of the investment in
EOS Holding (EOSH) and the income
from it were strongly influenced by the
merger of Atel and EQOS, which led to
the creation of the Alpig Group. Under

Carrying value

2008 2009

936 076 669292
29806 520
7367 471
13116 3340
14068 819
5470 721
1005903 675163

2009

147 686
2347183
675163

491474
5402 249
(56 346)
(124 175)
5713202
1656 361

the merger agreement, EOS Holding
transferred its activities and assets in
exchange for 4,478,730 registered
shares of Alpig Holding SA and an
amount of CHF 1,784.5 millionin cash.

Impact onincome statement

2008

58711
617
528

2704
617
658

63835

2008

3617637
216857
63835

740042
4314437
(474 547)
(1125662)
34542170
1005903



e Romande Energie Group

consolidated financial statements

Notes to the consolidated financial statements

The details of this transaction are recorded in the financial
statements of EOS Holding as follows:

CHF 000
Fair value of 4,478,730 shares priced at CHF 568.24 2545000
Cashamountreceived 1784500
Fair value of shares and cash amount received 4329500
Carrying value of transferred assets (1224127)
Difference 3105373
Elimination of intercompany gain (974 466)
Income from the transaction with impact on net earnings of EOS Holding 2130907

This transaction resulted in a profit of CHF 612 million
for the Group, which was booked to “Equity in net in-
come of affiliated companies”. The Group's interim finan-
cial statements at 30 June 2009 recorded an amount of
CHF 551 million in respect of this transaction. The dif-
ference is essentially due to the fair value of the Alpiq
shares received in exchange for the transferred assets.
When the interim statements were closed at end-June,
the price that had been used on a provisional basis was
CHF 500 per share, i.e. the market price. For the final ac-
counting treatment of this transaction, however, the fair
value applied to the shares was the value agreed upon
by the parties when the transaction was concluded.
The investment of 18.5% held historically by EOSH was

valued at the same price, with valuation adjustments
having been recognized under shareholders’ equity in
accordance with IAS 39. Following the transaction, the
investment held by EOSH rose from 18.5% to 31.8%;
this implied a change in accounting treatment from that
of financial assets to that of an affiliated company. The
amount of the investment carried in the financial state-
ments of EOSH at 31 December 2009 was recognized
at its fair value at the time of the transaction, i.e. CHF
568.24 per share. It was deemed that the value of the
investments on the date when Atel became an affiliated
company corresponded to the acquisition cost. As a re-
sult, noreversal of the adjustments previously accounted
for under shareholders’ equity was necessary.
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Note 25
Otherlong-termfinancial assets

CHF 000

Miscellaneous financial investments - available-for-sale securities

Loans to affiliated companies
Loans to third parties
Total other long-termfinancial assets

Note 26
Other short-term liabilities

CHF 000

Accrued expenses and deferred income

Salaries and other social insurance costs due

Derivative financial instruments
Advances received

Partners’ current accounts
Discounts payable to municipalities
Balance to be paid on acquisitions
Guarantees deposited
Miscellaneous short-term liabilities
Total other short-term liabilities

2009
9656
5661
265
15582
Miscellaneous financial investments  Loans to affiliated companies
Miscellaneous financial investments This position comprises areceivable
are measured at fair value. In the case  from FMS bearing interest at 3% and
of unlisted companies forwhichwe do  a receivable of CHF 0.8 million from
not have a recent valuation, fair value Spontis. Loans are measured using
is determined on the basis of EBITDA, the amortized cost method.
applying a multiplier reflecting the
standards used in their business sec-
tor. In 2009, a valuation adjustment in
the amount of CHF 0.35 million was
booked to shareholders’ equity.
2009
33115
9614
5433
5408
8441
12388
620
3048
4561
82628

Derivative financial instruments reflect the valuation of forward exchange contracts
and interest rate swaps. The marked drop in the euro againstthe Swiss franc resulted

inthe recognition of a liability.

Derivative financial instruments

Amount of contracts Positive fair value
CHF 000 31.12.2009 31.12.2008 31.12.2009 31.12.2008 31.12.2009
Forward currency contracts 165972 127834 - - 3170
Interest rate swap contracts 30000 30000 - - 2263
Total derivative financial instruments 195972 157834 - - 5433

Forward currency operations mainly concerntransactions in euro.

2008

10688
4912
275
15875

2008

36 554
12505
7523
1575
7680
12365
2933
3042
4699
88876

Negative fair value

31.12.2008

6147
1376
1523
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Note 27
Borrowings

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

2008

35000
333
4129

(262)
39200

262

26381
12819

71
67129
67200
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Note 28
Pension liabilities

Most Group employees are mem-
bers of the Group's Pension Fund. The
liabilities and capital for the year have

Notes to the consolidated financial statements

beenreviewed by independent pension
actuaries. The pension plan’s financial
situation is summarized below.

2008

471978
7086
14524
4096
(46 698)
(24328)
11243
628
438529

497719
7181
4096

(32547)
(24 328)

(73178)
378943
59586

(63397)
(3811)
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Movements in net assets and amounts recorded
on the balance sheet are as follows:

Below is a summary of entries relating to the defined benefit plan
inthe Group's annual financial statements.

Actuarial assumptions used to calculate income an expenses
in 2009 and 2008 are as follows:

2008

(7181)
31870
(3811)

2008

7086
14524
39668

(24102)
37176
(34 024)
(410)
628
3370

2008

3.00
240
5.00
1.50
0.50

6.53
39.32
31.75

1.82

2.70
17.88
100.00
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2008

438529
(378943)
59586
(63397)

(3811)

2007

425252
(465 504)
(40252)
6228
32670
1354

2008

(755652)
-16.19%

2006

433510
(472 364)
(38854)
6228
32626

The expected rate of return is calculated on the basis of Employer’s contributions for the 2010 financial year are
the return objective set out in the Group pension plan's in- estimated at CHF 6.7 million.

vestment guidelines. This strategy was established by the
Pension Board based on an asset-liability modelling study.
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Note 29
Provisions

CHF 000

OIBT

Total provisions

Short-term portion of provisions
Total long-term provisions

Notes to the consolidated financial statements

OIBT provision

The Group has issued a provision to cover the costs
incurred by the Ordinance on Low Voltage Installations
(OIBT), which came into effect in 2002. The OIBT stipulates
that inspections which should have been carried out prior to
its introduction must now be made and paid for by the grid

operators concerned.

The OIBT provision registered the following movements

in 2009 and 2008:

CHF 000

Balance at1 January
Annual review of provision
Discounting effect

Use

Balance at 31 December

Note 30
Share capital and reserves

Share capital

At 31 December 2009, 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 distri-
bution is based on the amount shown
underthe “Retained earnings” itemin
the financial statements of the parent
company, Romande Energie Holding
SA. Itis calculated in accordance with

The share register provides the following ownership information:

As %

Vaud Canton

Vaud municipalities

Alpiq

Groupe e

BKW FMB Energie SA
Bangue Cantonale Vaudoise
Own shares

Public

Otherreserves

the provisions of the Swiss Code of
Obligations. Consolidated sharehold-
ers’ equity includes legal reserves
of CHF 56.7 million (2008: CHF 53.3
million), which are not available for
distribution.

There is an agreement between
the Canton of Vaud, various Vaud mu-
nicipalities and Banque Cantonale
Vaudoise providing for reciprocal pre-
emptive rights in the event of the sale

Other reserves amount to CHF 474.6 million and comprise adjustments to fair value of
available-for-sale financial assets (see note 25).

Thisfigure also includes the valuation adjustmentfor Alpiq shares carried in the financial statements

of EOS Holding SAinthe amount of CHF 451 million.

2009 2008
Y78 6142
5973 6142
(1057) (1023)
4916 5119

The transitional regulations set deadlines for these inspec-
tions andrequire 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
stillhas tobe done.

2009 2008
6142 6403
343 681
258 175
(770) (1117)
5973 6142

of shares held by any of these parties.
This group owned 53.68% of the share
capital at 31 December 2009.

The General Meeting of Sharehold-
ers of 8 May 2008 decided torenew the
maximum authorized capital of 405’000
registered shares with a nominal value
of CHF 25 each; this authorization is
valid for two years. At 31 December
2009, none of the shares making up
the authorized capital had been issued.

2009 2008
38.6 38.6
14.2 14.1
10.4 10.0
5.8 5.8
5.0 5.0
3.6 3.6
34 3.4
19.0 195
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Note 31
Shares outstanding
CHF 000 2009 2008
Total number of shares 1140000 1140000
Own shares held by the Group (39174) (39174)
Shares outstanding 1100826 1100826
Note 32
Related party transactions
Sales Purchases Amounts due Amounts
torelated from related from related due torelated
parties parties parties parties
Related parties CHF 000 CHF 000 CHF 000 CHF 000
Entities with significantinfluence on the Group 2009 2348 9579 559 6039
2008 4498 9364 370 5969
Affiliated companies 2009 904 22368 710 506
2008 89169 238665 11545 13176
Main managers 2009 1333 301328 3817 17 965
2008 1832 56 471 370 8648

Note 33

Taxes and duties paid in Vaud Can-
ton are not included in the data on
related parties.

Shareholders who own 20% or
more of the share capital of Romande
Energie Holding SA, the parent com-
pany, are considered as entities with
significantinfluence.

Remuneration of the Executive Board and the Board of Directors

CHF 000

Salaries paid to Executive Board members during the year

Allowances for representation expenses

Social insurance costs

Total remuneration of the Executive Board

Compensation
Social insurance costs

Total remuneration of the Board of Directors

The Executive Board consists of 6 members ( 5in 2008)
The Board of Directors consists of 11 members (11in 2008)

Transactions with related parties
are effected at market rates.

Following the merger of Atel and
EQOS, energy transactions since 2009
have been conducted with the new
company formed by this merger,
i.e. Alpig. Relations with this com-
pany are classified under the heading

“Main managers”, due to the fact that
Alpig has a seat on the Board of Direc-
tors of Romande Energie Holding SA.

2009 2008
2002 1944
96 78
439 428
2537 2450
673 612
33 39
606 651



—106—

Note 34

Romande Energie Group
consolidated financial statements
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Other future liabilities, contingent liabilities and other contingencies

CHF 000

Other future liabilities

Future liabilities arising from rental agreements

As partofits normal operating activities, Romande Energie has entered into various long-term

commitments covering the supply and sale of energy.

Note 35
Post-balance sheet events

Right of purchase

Under the agreements concluded
with EOS, the Group may purchase
electricity from this company be-
tween 1 October 2007 and 31 De-
cember 2030 on the following terms:
pre-defined maximum quantities 20%
less than its annual consumption, at
a price equivalent to the average pro-
duction cost at EOS. The cumulative
difference over the years between the
average selling price and the average
production cost at EOS for the quanti-
ties taken up may not exceed a mutu-
ally 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 extin-
guished by the physical delivery of

The consolidated financial state-
ments of Romande Energie Group
for 2009 were approved by the Board
of Directors on 26 March 2010. The
Annual General Meeting of Share-
holders will be asked to authorize a

electricity. Itis therefore a future right
to the purchase of energy, the exer-
cise of which will depend on market
conditions at the time when it is exer-
cised. Thisrightis accounted forin the
consolidated financial statements if
and when it is exercised. It represent-
ed anamount of CHF 36 million for the
2009 financial year (CHF 25 million in
2008). These amounts are deducted
from the cost of energy purchases.
Given the use made of this right, it is
likely to expire no later than 2013.

Liabilities

The Group has acquired shares in
a project to build a coal-fired power
plant in Germany and has already
made an initial payment of EUR 2.5
million. Under the terms of the agree-

dividend of CHF 32 per share. If this
recommendation is adopted, the total
distribution for 2009 will amount to
around CHF 35 million, taking into ac-
count own shares held by the Group.

2009 2008

88 87

ment, it may pay in a further amount
of EUR 11.5 million; this would be
equivalent to a total of CHF 17.3 mil-
lion at the exchange rate in effect on
31 December 2009.
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Note 36
Subsidiaries and affiliated companies

Company, registered office

Subsidiaries

Romande Energie SA, Montreux

Société Electrigue Vevey-Montreux SA, Montreux (SEVM)
Société Electrigue du Bas-Valais SA, Vouvry (SEBV)
Romande Energie Commerce SA, Morges

Société des Forces Motrices du Grand-St-Bernard SA,
Bourg-St-Pierre (FGB)

Romande Energie Renouvelable SA, Morges
Enerbois SA, Rueyres

Effitec SA, Morges

Société de Distribution Electriqgue Champéry,
Champéry

Société Hydro Electrique, Val-d'llliez, Val-d'llliez

HC SA, Fribourg

Affiliated companies

EOS Holding SA, Lausanne

Forces Motrices Hongrin-Léman SA (FMHL),
Chéateau-d'Oex

Forces Motrices de I'’Avancon SA (FMA), Bex

Forces Motrices de Sembrancher SA (FMS), Sembrancher
Société Electrigue des Forces de I'’Aubonne SA (SEFA), Aubonne
Sitel SA, Morges

Cisel Informatique SA, Matran

neo technologies SA, Lausanne

Spontis SA, Granges-Paccot

Eneftech Innovation SA, Ecublens”

Energie Solaire SA, Sierre !

St-Gingolph Energia SA, St-Gingolph

Main business

E Production, distribution and marketing of energy
| Installation inspections

D Holding company

N Other

The financial year for all Group companies runs from 1 January to 31 December.
1)Information on the acquisition of these shareholdings is provided in note 4.

Main
business

m m rm m

— mmm

O

MmMZmMZZZZmmmm

Share capital
CHF 000

36 150
39000
15000
15221

10000
2500
2000

200

500
400
100

324000

30000
7095
6000
5000

20850
1200
2000

100
250
1600
100

Shareholding
as %
2009

100.00
100.00
65.00
66.66

75.00
100.00
50.01
100.00

99165
100.00
100.00

28.72

41.14
26.19
20.60
36.90
33.34
40.00
48.89
22.50
33.96
34.00
25.00

Shareholding
as %
2008

100.00
100.00
65.00
67.49

75.00
100.00
50.01
100.00

94.55
100.00
100.00

28.72

41.14
26.19
20.60
36.90
33.34
40.00
48.89
22.50

0.00

0.00

0.00
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P.O. Box
CH-1002 Lausanne

H”H“IIH”"" SIERNST&YOUNG  Spasiamss,

Phone +41 582865111
Fax +41 58 286 51 01
www.ey.com/ch

To the General Meeting of
Romande Energie Holding SA, Morges

Lausanne, 29 March 2010

Report of the statutory auditor on the financial statements

As statutory auditor, we have audited the financial statements of Romande Energie
Holding SA, which comprise the balance sheet, income statement and notes (pages 110 to
115), for the year ended 31 December 2009.

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.

& 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 2009 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 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

o g =

erge Clément Christelle Sierro
Licensed audit expert Licensed audit expert
(Auditor in charge)
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Balance sheetat31December

CHF 000 31.12.2009 31.12.2008
ASSETS

Currentassets

Cash and cash equivalents 215717 48401
Securities 42 562 6701
Receivables from affiliated companies 28618 173690
Current taxes 497 -
Other current assets 2012 1625
Total current assets 289406 230417
Non-current assets

Tangible fixed assets 15122 15902
Long-term financial assets 189 250 181667
Loans to affiliated companies 15860 12579
Total non-current assets 220232 210148
Total assets 509 638 440565
LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities

Trade accounts payable 80 438
Payables to affiliated companies 6977 -
Other short-term liabilities 2412 2496
Current tax liabilities - 1243
Total current liabilities 9469 4177
Non-current liabilities

Long-term borrowings 25000 25000
Provisions for risks and expenses 2800 2800
Total non-current liabilities 27800 27800
Total liabilities 37269 31977
Shareholders’ equity

Share capital 28500 28500
General reserve 5859 5859
Reserve for own shares 15268 15268
Retained earnings

Income brought forward 334744

Net income for the year 87998

Retained earnings 422742 358961
Total shareholders’ equity 472 369 408 538
Total liabilities and shareholders’ equity 509 638 440565
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1. Major long-termfinancial assets (shareholdings)

Romande Energie SA, Montreux "

Société électrigue Vevey-Montreux SA, Montreux "
Société Electrique du Bas-Valais SA, Vouvry !

Sitel SA, Morges ?
Cisel Informatique SA®
Romande Energie Commerce SA "

Romande Energie Renouvelable SA "

Société Electrique des Forces de I'’Aubonne "

neo technologies, Lausanne ®
Forces Motrices de Sembrancher "

2. Borrowings

CHF 000

Interest
4.375%
Total borrowings

3.0wnshares

Held by Romande Energie Holding SA
Balance at beginning of year
Balance at31 December

Held by Romande Energie SA
Balance at beginning of year

Balance at31 December
Total own shares
Reserve for own shares

Area of business:

1) Energy production and distribution
2) Telecommunications

3) IT services

Share capital Shareholding as %
CHF 000 2009 2008
36 150 100.00 100.00
39000 100.00 100.00
15221 65.00 65.00
20850 33.34 33.34
1200 40.00 40.00
15221 56.69 57.52
2500 100.00 100.00
5000 36.63 36.63
2000 48.89 48.89
6000 20.60 20.60

Subsidiaries and other investments are carried at cost on
the balance sheet less appropriate adjustments in the case
of apermanentimpairmentin value.

2009 2008
Period Maturity

2001-2011 28.03.2011 25000 25000
25000 25000
31.12.2009 31.12.2008

Number of Number of
shares CHF 000 shares CHF 000
9765 1572 9765 1572
9765 1572 9765 1572
29409 13696 29409 13696
29409 13696 29409 13696

39174 39174
15268 15268
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4. Authorized capital

CHF 10.125 million through the issue of a maximum
of 405,000 registered shares with a nominal value of
CHF 25 each, valid until 8 May 2010.

5. Significant shareholders

Share
capital at
31.12.2008
as %

38.6
14.1
10.0
5.8
5.0
3.6

6. Fire insurance values

2008

32273

7. Miscellaneous liabilities The company is part of a VAT group and is therefore the group. Romande Energie Holding SA has undertaken
jointly and severally liable to the Swiss Federal Tax Admin-  to cover future losses of Romande Energie Commerce SA
istration for VAT debts incurred by the other members of  for a maximum amount of CHF 15 million.
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8. Compensation paid to members of the Board of Directors (in CHF)

Name Compensation Social insurance Total received Compensation Social insurance Total received

costs in 2009 2008 costs in 2008
Mustaki Guy Chairman 95200 7616 102816 101500 8120 109620
Martz Wolfgang Vice Chairman 73400 5872 79272 79100 6328 85428
Budry Christian Member 43800 3504 47 304 45000 3600 48600
Barde Hubert Member - - - 15000 1200 16200
Schmutz Daniel Member 39000 3120 42120 38100 3048 41148
Grobéty Bernard Member 45834 3667 49501 39300 3144 42 444
Miauton Jean-Jacques Member 51800 4144 55944 59000 4720 63720
Francfort Laurent Member = - - 39900 3192 43092
Lattion Antoine Member 69 000 5520 74520 73800 5904 79704
Leonardi Giovanni Member 38400 38400 25100 25100
Pidoux Jean-Yves Member 55000 55000 50200 50200
Ballif Laurent Member 38400 38400 46 100 46100
Ghillani Paola Member 23550 23550 - - -
Total 573384 33443 606 827 612100 39256 651 356

As any (energy) transaction with the directors were executed
atmarket prices, they are notincluded in the above list.

9. Compensation paid to members of the Executive Board (in CHF)

Allowances for Social
representation insurance
Salaries expenses costs Total

2009
Total compensation 2001677 96 400 438618 2536 695
Highest compensation
Urech Pierre-Alain, CEO 613009 18000 134 063 765072
2008
Total compensation 1944 485 78000 428138 2450623
Highest compensation
Urech Pierre-Alain, CEO 657510 18000 143910 819420
10. Risk management The Group has appointed committees to they were implemented in the course of the

manage specificrisks such as those associated year. This new approach enables Management
with the supply of electricity. A risk manager to monitor the most important processes at
coordinates the work of these committees Romande Energie, which have a significant
and the procedures involved in risk manage- impact on financial reporting.

ment. The internal control system (ICS) proc-

esses have been defined and validated, and



Recommanded appropriation of retained earnings

On behalf of the Board of Directors
—Guy Mustaki, Chairman—
—Olivier Rapin, Corporate Secretary—




Abbreviations
—EBIT-
Earnings before interest and taxes

-FGB-
Société des Forces Motrices
du Grand-St-Bernard SA

-FMA-
Forces Motrices de I'’Avancon SA

—FMHL-
Forces Motrices Hongrin-Léman SA

—IFRS -
Normes Comptables Internationales
(International Financial Reporting
Standards)

_RE-—
Romande Energie SA

—REC-
Romande Energie Commerce SA

—SDEC—
*Société de Distribution
Electrique Champéry SA

—SEBV-
Société Electrique du Bas-Valais SA

—SEFA-
Société Electrique
des Forces de I'’Aubonne SA

—SEVM -
Société électrique Vevey-Montreux SA

—SHEVI-
*Société Hydro Electrique,
Val-d'llliez SA

-VMCV-
Transports publics
Vevey-Montreux-Chillon-Villeneuve

*These companies merged on 1 January 2010 under the name
of Société électrique de Champéry Val-d'llliez (SECVI)

This English translation is based on the French original. In case of doubt the original French text shall prevail.
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