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Key consolidated figures

In CHF thousands, unless otherwise stated

INCOME STATEMENT

Net revenues

Gross margin

Personnel expenses

EBITDA

EBIT

Equity in net income of affiliated companies

Net income for the year

CASH FLOW

Net cash provided by operating activities
Net cash used in investing activities

Net cash provided by/used in financing activities

OTHER DATA
Earnings per share (in CHF)

Ordinary dividend (proposed for 2011) per share (in CHF)
Extraordinary dividend per share (in CHF)

Total dividend (proposed for 2011) per share (in CHF)
Shareholders' equity attributable to parent company shareholders

Shareholders' equity as % of total assets

Shareholders' equity per share (in CHF)

Romande Energie Holding share price at 31 December (in CHF)

2011

590 165
254 165
82 181
120 718
35 155
(250 812)
(235 180)

166 064
(140 650)
(53 080)

( 206)

25

25

2 351 251

85%
2142

1199

2010

577 111
237 117
76 033
107 592
48 825
65 738
83994

174 667

(171 263)

59 126

80

25

25

2 608 065

85%
2376

1525

2009

583 745
220 784
78 813
98 923
51530
675 163
713 037

233523

(145 326)

(21968)

650

22
10

32

2 608 381

88%
2 369

1835

2008

572 455
248 137
73 844
129794
84719
63 835
122 669

83492

(93967)

(33287)

111

22

22

1805 620

84%
1640

1980

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

Romande Energie Group Financial Review 2011

2007

472 807
231 036

76 330
116 239

72728
108 202
171618

85 836

(41616)

(68 062)

156

20
10

30

1802 675

81%
1638

2 085



Key financial developments in 2011

Romande Energie Group posted total revenues of CHF 590 million in 2011, an increase of 1.9%. This
was made possible notably by product development in the energy efficiency sector. Electricity sales to
end- clients fell slightly in the year under review.

EBITDA rose by 12.2%, underscoring the Group’s good operating performance.

However, the difficulties encountered by the Alpiq Group severely impacted the 2011 financial results.
Romande Energie has a shareholding in Alpig through its investment in EOS Holding SA. The valua-
tion adjustments booked to the accounts of both Alpiq and EOS Holding reduced Romande Energie
Group’s consolidated income by CHF 292 million. Consequently, the Group reported a loss of CHF 235
million at 31 December 2011.

It is worth recalling that the financial statements for 2009 were marked by an extraordinary contribu-
tion of CHF 612 million from EOSH following the creation of the Alpiq Group, which brought equity in

net income of affiliated companies to CHF 675 million.

Revenues

Total revenues rose by CHF 11 million to CHF 590 million
in 2011, compared with CHF 579 million for the 2010
financial year.

Energy distributed on the Group's grid amounted to 2,777
GWh, the same volume as in 2010. However, distribution-
related revenues were down CHF 5.1 million (- 3.3%) to
CHF 152 million. The simplified price system introduced in
2011 enabled clients to benefit from a reduction in regio-
nal grid usage fees. For the record, revenues derived from
distribution (regulated revenues) depend on grid mainte-
nance costs and the return on operating assets.

On the marketing front, there was a slight decline in the
volume of energy sold to end-clients. It was down 0.4%,
from 2,843 GWh in 2010 to 2,831 GWh in 2011.

Sales on the wholesale market and powerbalan-
cing activities also decreased in the reporting year. Ove-
rall, the Group sold 3,030 GWh compared with 3,051
GWh in 2010, a fall of 0.7%.

Total revenues from the marketing and distribution of
kWh was CHF 434.7 million in 2011, against CHF 440.5
million in the previous year.

Other income grew by over CHF 9 million, in particular as
a result of increased product and service offerings in the
energy efficiency sector.

Power supplies

Rainfall was markedly below average in the year under
review, and output at power stations — 363 GWh - was
considerably less than in 2010 (419 GWh). This decline of
over 13%, or 56 GWh, necessitated additional purchases
on the markets to meet the needs of our end-clients. Ta-
king into account the overall decrease in sales (20 GWh),
purchases on the market were 36 GWh higher than in the
previous year. The downturn in electricity prices combined
with the fall in the euro enabled us to reduce the cost of
energy supplies, while increasing the quantities purchased.
The reduction amounted to some CHF 13 million, or 5.1%,
compared with the previous year.

Gross margin up

Gross margin rose by 6.2% to CHF 254 million, a year-on-
year increase of CHF 15 million. This improvement was
mainly due to the decline in energy costs and the growth
in revenues from other products.

Trend in gross margin (%)
100%
80%
60%

40%

Gross margin

20%

60.7% 57.5% 489% 43.3% 37.8% 41.3% 43.1%

0%
2005 2006 2007 2008 2009 2010 2011

Personnel expenses higher

Personnel expenses grew by CHF 6.1 million in 2011.

On the one hand, additional resources were required for
projects relating to new renewable energies and the ex-
pansion of activities focusing on efficient energy use. This
is part of the Group’s strategy, which includes a commit-
ment to promote these two areas of business.

On the other hand, the actuarial calculations of pension
expenses led to a year-on-year increase of CHF 1.9 million
in these costs in 2011.

Other operating expenses

The constant emphasis on efficiency and cost control
enabled the Group to reduce its operating expenses con-
siderably: they amounted to CHF 51 million in 2011, or
almost CHF 5 million (-8.1 %) less than a year earlier. The

Romande Energie Group Financial Review 2011
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.../ Key financial developments in 2011

efforts to improve efficiency in the maintenance and ma-
nagement of the distribution grid played an important role
in bringing down operating expenses.

EBITDA

EBITDA rose significantly in 2011, reaching CHF 121 mil-
lion. This represents an increase of CHF 13 million, or
12.2%, on the previous year.

EBIT down
EBIT fell from CHF 49 million in 2010 to CHF 35 million in
2011. This decline of CHF 14 million (-28%) was mainly
due to a substantial impairment charge on a renewable
energy plant.

Financial income and expenses

In contrast to 2010, which was marked by hefty ex-
change-rate losses, 2011 saw a profit of around CHF 3
million on forward currency purchase contracts.

Income from affiliated companies

As a result of price trends on the electricity market and
the fall in the euro exchange rate, Alpiq booked substan-
tial valuation adjustments during the 2011 financial year.
Alpiq therefore charged an amount of CHF 1.7 billion to its
2011 income statement in connection with these valua-
tion adjustments. At the same time, EOS Holding reva-
lued its shareholding in Alpig. The valuation adjustment
made by EOS Holding and charged to the 2011 income
statement was CHF 485 million. All in all, due to the stake
in Alpig held by EOS Holding (31.4%) and Romande Ener-
gie Group’s investment in EOS Holding (28.7%), the ne-
gative impact of Alpig-related factors on the Group's in-
come statement was CHF 292 million. Earnings from the
normal business activities of Alpig and EOS Holding redu-
ced this negative impact to CHF 254 million.
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Net loss

Romande Energie incurred a loss of CHF 235 million in
2011 as a result of the major valuation adjustments made
by Alpig and EOS Holding. It is worth mentioning that in
2009 the Group booked extraordinary income of CHF 612
million following the revaluation of EOS Holding assets at
the time of the EOS/ATEL merger, which led to the crea-
tion of Alpig.

Shareholders’ equity

The overall loss for the year reduced equity attributable to
parent company shareholders to CHF 2.4 billion from
CHF 2.6 billion en 2010. The ratio of shareholders’ equity
to total assets went from 85.2% in 2010 to 84.6% in
2011.

Ordinary dividend stable

Given the good operating performance, the Board of Di-
rectors will be seeking approval from the General Meeting
of Shareholders to pay an ordinary dividend of CHF 25 per
share, as was the case for the 2010 financial year. If this
recommendation is adopted, the total distribution in 2012
will be CHF 27.4 million, taking into account the number
of own shares held.

Share price in 2011

Romande Energie registered shares closed at CHF 1,199
at 31 December 2011 compared with CHF 1,525 a year
earlier — a decline of over 21%.



Lower market capitalization and enterprise value

The pronounced fall in the share price during 2011 led to a
reduction in market capitalization, which was CHF 1.3 bil-
lion at 31 December 2011 compared with CHF 1.7 billion at
end-2010.

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 2011:

In CHF thousands 2011 2010
Market capitalization 1316 293 1674185
Minority interests ( 661) 9294
Financial debts 116 080 141 292
Less cash and cash equivalents (261 135) (288 271)
Enterprise value 1170577 1536 500
Enterprise value/EBITDA 9.70 14.28

Outlook for 2012

The Group firmly intends to press ahead with its efforts to
reduce costs related to the distribution grid. Romande
Energie wants to offer the most competitive grid usage
fee possible. With this in mind, it will pool its stock mana-
gement and logistics with other players in the electricity
field from 1 January 2013.

In 2012, our main emphasis is on actions aimed at promo-
ting rational energy use among all our clients. We are also
focused on developing energy services, including promo-
tion of heat pumps and solar thermal and photovoltaic
systems.

The Group is continuing its strategy of expanding own-
power production, both in the renewable energy sector
and by investing in combined-cycle natural gas power
plants.

Romande Energie Group Financial Review 2011
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Income statement

In CHF thousands, except per share amounts Note 2011 2010

restated
Net revenues 8 590 165 579 413
Purchases of energy, goods and services 9 (336 000) (339 994)
Gross margin 254 165 239 419
Personnel expenses 10 (82 181) (76 033)
Other operating expenses (51 266) (55 794)
EBITDA 120 718 107 592
Depreciation on tangible fixed assets 19,20 (51481) (52 376)
Impairment charge on tangible fixed assets 19 (29 000) (6088)
Amortization on intangible fixed assets 21 (2 566) ( 303)
Impairment charge on intangible fixed assets 21 (2516) -
EBIT 35 155 48 825
Financial income " 6 662 3235
Financial expenses 1" (8590) (28 285)
Equity in net income of affiliated companies 22 (250 812) 65 738
(Loss)/income before taxes (217 585) 89513
Income taxes 12 (17 595) (5519)
Net (loss)/income for the year (235 180) 83994

Attributable to

Parent company shareholders (225 909) 88 364
Minority interests (9271) (4370)

(235 180) 83994
Weighted average number of shares outstanding 1097 826 1099 944
Earnings per share (in CHF) 13 ( 206) 80
Dividend per share (proposed for 2011) 25 25

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

In CHF thousands Note
Net (loss)/income for the year

Other income statement items
Valuation adjustment booked to EOS shareholders' equity 29
Fair value adjustment to available-for-sale financial instruments

Taxes

Total other income statement items, net of tax
Comprehensive income/(loss) for the year

Attributable to:

Parent company shareholders

Minority interests

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

2011

(235 180)

(2258)
(1319)
118

(3 459)
(238 639)

(229 368)
(9271)
(238 639)

2010

83 994

(149 485)
664
( 52)

(48 873)
35121

39 491
(4370)
35121

Romande Energie Group Financial Review 2011
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Balance sheet

In CHF thousands

ASSETS

Current assets

Cash and cash equivalents
Securities and term deposits
Trade accounts receivable
Current taxes receivable
Other current assets

Total current assets

Non-current assets

Tangible fixed assets

Investment property

Intangible fixed assets

Investments in affiliated companies

Assets resulting from defined benefit pension plan
Other long-term financial assets

Total non-current assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Trade accounts payable

Other short-term liabilities and derivative financial instruments
Short-term portion of long-term borrowings

Short-term provisions

Total current liabilities

Non-current liabilities
Long-term borrowings
Deferred tax liabilities
Long-term provisions

Total non-current liabilities
Total liabilities

Equity attributable to parent company shareholders
Share capital

Additional paid-in capital

Other reserves

Retained earnings

Own shares

Total equity attributable to parent company shareholders
Minority interests in equity

Total shareholders' equity

Total liabilities and shareholders' equity

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

14
16
17

19
20
21
22
26
23

24
25
27

25
12
27

28

29

31.12.11

261 135
142 791
104 413
7075
9 296
524 710

885 105
1382

27 038
1296 988
30 163

12 398

2 253 074
2777784

50 267
97 323
262
2970
150 822

115818
153 801

6753
276 372
427 194

28 500
13111

9 932
2319534
(19 826)
2 351 251
( 661)

2 350 590
2777784

31.12.10
restated

288 271
107 114
116 784
1692
13760
527 621

862 953
1483

27 565
1611475
24 936

16 220
2544 632
3072 253

53 533
105 626
25 262
2035
186 456

116 030
146 625

5783
268 438
454 894

28 500
13111

13 391
2572 889
(19 826)
2 608 065
9294
2617 359
3072 253



Cash flow statement

In CHF thousands

Net (loss)/income for the year

Non-cash items

- Taxes

- Depreciation and impairment charge on tangible fixed assets
- Amortization and impairment charge on intangible fixed assets
- Equity in net income of affiliated companies

- Net profit on sale of fixed assets

- Net financial income

- Change in pension fund assets

- Other non-cash items

Dividends received from affiliated companies

Interest received and other financial income

Interest paid and other financial expenses

Taxes paid

Cash flows before change in working capital

Change in current assets and other cash flows from operating activities

Net cash provided by operating activities

Purchase of tangible fixed assets

Sale of tangible fixed assets

Acquisition of shareholdings in affiliated companies
Purchase of investment securities

Change in other long-term financial assets

Net cash used in investing activities

Change in long-term borrowing

Acquisition of own shares

Dividend paid to minority shareholders

Dividend paid to parent company shareholders

Net cash used in/provided by financing activities

Net effect of conversion differences on cash and cash equivalents

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

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

Note 2011

(235 180)

12 17 595
19,20 80 481
21 5082
22 250 812
8 (7133)
1 1928
26 (5227)
2128

60 958

1799

(3278)

(15 683)

154 282

15 11782
166 064

(110 370)
6 456
(88)

(36 390)
( 258)

( 140 650)
(24 950)
( 684)
(27 446)
(53 080)
530

(27 136)
288 271
261 135

2010

83 994

5519
58 464
303

(65 738)
(2302)
25 050
(7237)
2155

61 455
1091
(2991)
(23147)
136 616

38 051
174 667

(113 008)
4819

( 553)
(62 547)
26

(171 263)
99 617
(4581)

( 684)
(35 226)
59 126
(1 545)

60 985
227 286
288 271

Romande Energie Group Financial Review 2011
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Statement of changes in shareholders' equity

Equity of parent company shareholders

Additional Total

Share paid-in Other Retained Minority shareholders’
In CHF thousands capital capital reserves earnings Own shares Total interests equity
Balance at 1 January 2010 28 500 13111 474648 2107 367 (15 245) 2608 381 14 348 2 622 729
Restatement (Note 2) (412 384) 412 384
Balance at 1 January 2010
restated 28 500 13111 62264 2519 751 (15 245) 2608 381 14 348 2 622 729
Change in shareholders' equity 2010
Dividend paid to parent
company shareholders (CHF 32
per share) (35 226) ( 35 226) ( 35 226)
Acquisition of own shares (4581) (4581) (4581)
Dividend paid to minority
interests ( 684) ( 684)
Comprehensive income for the
year (48 873) 88 364 39 491 (4370) 35121
Balance at 30 June 2010 28500 13111 13391 2572889 (19 826) 2608 065 9294 2617 359
Change in shareholders' equity 2011
Dividend paid to parent
company shareholders (CHF 25
per share) (27 446) (27 446) (27 446)
Dividend paid to minority
interests - ( 684) ( 684)
Comprehensive income/(loss)
for the year (3 459) (225 909) (229 368) (9271) (238 639)
Balance at 31 December 2010 28500 13111 9932 2319534 (19826) 2351251 ( 661) 2 350 590

Additional information on share capital and reserves is provided in Notes 28 and 29

The accompanying notes form an integral part of the financial statements.
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NOTE 1
General information

Romande Energie Holding SA, a holding company incor-
porated in Switzerland with its registered office in Mor-
ges, is the direct or indirect owner of all the companies
which belong to Romande Energie Group (the Group).The
Group is active in four businesses related to energy: dis-
tribution of electricity, marketing of energy, environment
and energy efficiency.

The mission of the distribution business is to manage the
electricity grid in the allotted coverage area and ensure
access to the grid for 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 admin-
istrative and energy services is associated with this activi-
ty.

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 2011
were adopted by the Board of Directors of Romande
Energie Holding SA on 23 March 2012 and will be
submitted for approval by the General Meeting of
Shareholders on 25 May 2012.

NOTE 2
Summary of significant accounting
policies

Significant accounting policies used in the preparation of
the Group’s consolidated financial statements are de-
scribed below. Unless otherwise stated, these policies
have been applied uniformly to all the comparative figures
shown.

Reclassification 2010

In order to improve information, income arising from the
sale of fixed assets is booked under net revenues from
this financial year onwards. For comparison purposes, the
2010 financial statements have been reclassified. Reve-
nues for 2010 have thus been increased by CHF 2.3 mil-
lion, while other operating expenses have risen by the
same amount. This reclassification has no impact on the
balance sheet.

Following a reclassification in shareholders’ equity of the
affiliated company EOS Holding, the Group also adjusted
its own equity capital and transferred CHF 412 million
from the item "Other reserves" to "Retained earnings". As
this reclassification has no effect on total shareholders’
equity, it was decided not to present the reclassified ba-
lance sheet at 1 January 2010.

1 Basis of presentation

The Group's consolidated financial statements are
presented in CHF thousands and have been prepared
under the historical cost convention, with the excep-
tion of certain tangible fixed assets and financial in-
struments which are measured at fair value. They
comply with International Financial Reporting Stand-
ards (IFRS) issued by the International Accounting
Standards Board (IASBand the Reporting Standards
set out below.

The preparation of financial statements under IFRS in-
volves estimates and assumptions which affect the
amounts of assets, liabilities, income and expenses
reported or contingent at the balance sheet date. Alt-
hough the estimates are based on the best knowledge
available to Management regarding the Group's pre-
sent situation and future operations, actual reported
results may differ from what has been anticipated.
Cases involving a high degree of judgement or com-
plexity, and those where the estimates and assump-
tions made have a significant impact on the prepara-
tion of the financial statements, are described in
Note 3.

Romande Energie Group Financial Review 2011
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.../ Notes to the consolidated financial statements

Standards and Interpretations published but not yet
applicable

The Group assesses the potential impact resulting
from both new and revised reporting standards, the
implementation of which is scheduled for subsequent
financial years:

IFRS 7 — Financial Instruments: Disclosures — transfers
of financial assets, applicable from 2012.

IFRS 7 - Financial Instruments: Disclosures — offset-
ting of financial assets and financial liabilities (amend-
ment), applicable from 2013.

IFRS 9 - Financial Instruments, applicable from 2015.
IFRS 10 — Consolidated Financial Statements, applica-
ble from 2013.

IFRS 11 - Joint Arrangements, applicable from 2013.
IFRS 12 - Disclosure of Interests in Other Entities, ap-
plicable from 2013.

IFRS 13 - Fair Value Measurement, applicable from
2013.

IAS 1 — Presentation of Financial Statements - presen-
tation of other comprehensive income (amendment),
applicable from 2013.

IAS 12 — Income Taxes — Deferred Tax: recovery of
underlying assets, applicable from 2012.

IAS 19 — Employee Benefits (revised), applicable from
2013.

IAS 27 — Separate Financial Statements (revised), ap-
plicable from 2013.

IAS 28 — Investments in Associates and Joint Ventures
(revised), applicable from 2013.

IAS 32 - Financial Instruments: Presentation (amend-
ment): offsetting financial assets and financial liabili-
ties, applicable from 2014.

The above changes are unlikely to have a material im-
pact on the Group's financial statements, except for
the introduction of IFRS 9 - Financial Instruments and
IAS 19 - Employee Benefits. Application of IFRS 9 may
have an impact on the valuation and classification of
financial assets.

Changes to IAS 19 will have an effect on full-year ac-
counts as the so-called "corridor" method will no longer
be usable. The Group is currently assessing the impact
of this change on its financial statements.

Standards, Amendments and Interpretations
applicable in or after 2011

In May 2010, the IASB published a collection of im-
provements and amendments to IFRS/IAS. The adop-
tion of these amendments had no impact on the
Group's financial statements, with the exception of
IAS 1.

IAS 1 - Presentation of Financial Statements (applica-
ble from 1 January 2011).

An analysis of each component of comprehensive in-
come must be presented either in the notes or under
the Statement of Changes in Shareholders' Equity.
The Group has supplied this analysis under Note 29.
The IASB also published other changes to standards or

Romande Energie Group Financial Review 2011
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interpretations that became applicable in 2011:

IAS 24 — Related Party Disclosures.

IAS 32 - Financial Instruments: Presentation.

IFRIC 19 — Extinguishing Financial Liabilities with Equi-
ty Instruments.

These changes do not have a material impact on the
Group's financial statements.

Principles of consolidation

The closing date for individual financial state-
ments is 31 December.

Subsidiaries

The consolidated financial statements comprise the
operations of Romande Energie Holding SA and all the
direct and indirect subsidiaries in which the Group has
the power to manage financial and operating policies,
and normally holds more than 50% of voting rights.
The main subsidiaries are listed in note 35. 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.
All intercompany balances, transactions and profits are
eliminated on consolidation.

Minority interests in shareholders’ equity and net in-
come are shown separately.

Affiliated companies

Affiliated companies and joint ventures in which the
Group exerts a significant influence (normally between
20% and 50% of voting rights), without having a con-
trolling interest, are accounted for using the equity
method. These holdings are carried on the balance
sheet as investments in affiliated companies and are
initially accounted for at cost, then at fair value, i.e.
their initial cost adjusted for the Group’s share of re-
tained earnings or losses after the acquisition date and
any change in value (impairment). If the Group does
not exert a significant influence in a company despite
holding more than 20% of its shares, the company is
treated as a long-term financial asset (see note 3). Any
impairment is recognized directly in the income state-
ment. Losses incurred by an affiliated company that
exceed the Group's stake in that company are not rec-
ognized. When a change in net assets of an affiliated
company is booked directly to its equity, the Group’s
portion of the change is recognized in the “Consoli-
dated statement of changes in shareholders’ equity”
and shown separately.Significant balances and trans-
actions with affiliated companies and joint ventures
consolidated using the equity method are shown sepa-
rately as items relating to affiliated companies. Unreal-
ized gains arising from transactions between Group
companies and affiliated companies are eliminated in
proportion to the Group's stake in the company. Unre-
alized losses are eliminated in the same way, unless
the transaction involves a transfer of assets requiring a
valuation adjustment (impairment).



Financial statements of affiliated companies are ad-
justed in order to ensure consistency with the ac-
counting policies adopted by the Group.

Joint ventures

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

When the Group takes part in such agreements, its
share of the jointly held assets and liabilities is recog-
nized in the consolidated financial statements and
booked to the relevant balance sheet positions.

Joint ventures may lead to the creation of legal entities
in which each venturer has a shareholding. In such
cases, the Group’s stake in these entities is recog-
nized using the equity method.

Changes in scope

The scope of consolidation of Romande Energie Group
did not undergo any change in the 2011 financial year,
apart from the merger of Société Electrique Vevey-
Montreux and Romande Energie SA. However, this
merger did not affect the Group's financial statements,
as the two companies are wholly owned by Romande
Energie Holding SA.

3

Foreign currency translation

Transactions in foreign currencies are translated at the
exchange rate in effect on the transaction date. Mone-
tary assets and liabilities denominated in foreign cur-
rencies are translated at the year-end exchange rate.
Differences in exchange rates resulting from these
operations are booked to the income statement.

The Group uses options and futures contracts to
hedge against exchange rate risks.

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

2011 2010
Exchange rates used at year-end
1 euro 1.228 1.251
Average monthly exchange rates used
for the consolidated income and cash
flow statements
1 euro 1.239 1.390

Accounting and valuation principles

Net revenues and revenue recognition

Net revenues include all income from the sale of elec-
tricity, goods and services less VAT, rebates, dis-
counts, other agreed deductions as well as guarantees
and losses on bad debts. Revenues are recognized
when electricity is supplied, goods are delivered and
services are rendered. Customers’ meters are read pe-
riodically.

Many customers have their electricity consumption
readings taken once a year; this applies to roughly half
of all kWh supplied by the Group.

Revenues include the adjustments in respect of the
estimated volume of energy consumed, but not yet
billed, between the date of the last meter reading and
the end of the accounting period. The estimate is
based on historical data adjusted for the increase in
average annual consumption.

Dividends from investments are accounted for when
the right to distribution has been clearly ascertained.
Equipment charges collected from clients when they
are connected to the grid are recognized as income
when the connection is installed.

Personnel expenses and pension plan

The Group's liabilities arising from a defined benefits
plan and the cost of services rendered during the fi-
nancial year are measured using the projected unit
credit method.

Any differences in the fair value of pension fund as-
sets in relation to the discounted present value of lia-
bilities are booked to the consolidated income state-
ment, taking into account cumulative actuarial gains or
losses as well as past service costs which have not

Romande Energie Group Financial Review 2011
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.../ Notes to the consolidated financial statements

yet been recognized.

However, a surplus of assets is only recognized on the
balance sheet if it arises from an actuarial gain or loss
not recognized in the income statement or to the ex-
tent that it represents a future economic benefit for
the Group, e.g. in the form of refunds from the pen-
sion plan or reductions in future contributions. If such
a surplus of assets is not available or does not repre-
sent a future economic benefit, it is not recorded on
the balance sheet but is disclosed in the notes.

An actuarial gain or loss arises mainly from changes in
assumptions, and from the difference between the ac-
tuarial assumptions and the actual results of the plan.
The portion of actuarial gains or losses exceeding 10%
(the corridor) of the higher of the present value of obli-
gations and the fair value of plan assets is recognized
in the income statement depending on the estimated
average remaining working lives of the employees in-
sured.

Impairment of tangible and intangible fixed assets
At each annual closing date, an impairment review is
carried out in order to determine the existence of fac-
tors indicating a loss in value of an asset. A loss in val-
ue is immediately ascertained if the book value of an
asset is higher than its estimated recoverable value.
Goodwill and intangible fixed assets with an indefinite
useful life are tested for impairment at least once a
year.

The recoverable amount is defined as the higher of an
asset’'s net selling price and its value in use. Value in
use is the discounted present value of estimated fu-
ture cash flows expected to be derived from this asset
or the smallest identifiable group of assets to which it
belongs, and whose continuing use generates cash in-
flows which are independent of those arising from
other assets or groups of assets. Consequently, the
Group must make an assessment of the overall eco-
nomic conditions expected during the useful life of its
assets. These estimates may diverge considerably
from the actual values

Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and
on postal accounts, as well as money market deposits
and investments with an initial term of 90 days or less.

Trade accounts receivable

Trade accounts receivable are recorded at nominal val-
ue less an adjustment for doubtful accounts. A provi-
sion for doubtful accounts is made when there are
objective signs that the Group will not be able to re-
cover its receivable. The debtor’s financial difficulties,
default or overdue payment are considered as reliable
indicators for booking an impairment charge on the re-
ceivable. The Group issues a lump-sum provision for
accounts which are more than 180 days overdue. This
provision is made on the basis of historical loss and
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represents 75% of receivables overdue by more than
180 days. Losses on this position are booked to the
provision account. Losses on accounts receivable are
recognized on the basis of receiving orders and bank-
ruptcy adjudications or any other document which can
establish the debtor’s default.

Financial instruments (incl. borrowings) and
derivatives

Financial instruments are recognized as assets or liabil-
ities 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 in-
itial term of more than 90 days. They are carried in the
income statement at fair value.

Derivative financial instruments are carried at fair val-
ue; resultant profits and losses are booked to the in-
come statement.

Forward contracts for purchases of energy with physi-
cal 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 options within the
meaning of the standard.

Borrowings are initially accounted for at fair value, ad-
justed for directly chargeable transaction costs. Sub-
sequently, they are valued at amortized cost using the
effective interest rate method. Borrowings or tranches
of borrowings carrying an irrevocable right to defer re-
payment for longer than 12 months are classified un-
der non-current liabilities; all others are booked to cur-
rent liabilities

Long-term financial assets

Investments in companies in which the Group holds
less than 20% of voting rights or in which it does not
exert a significant influence are carried at cost and
then at fair value. If it is not possible to provide a relia-
ble estimate of fair value, the Group values the in-
vestment 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 un-
dergo an irreversible impairment.

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



Own shares

In the case of purchases of own shares, the total
amount paid and the costs directly related to the
transaction (net of income tax) are deducted from the
Group's shareholders’ equity until the cancellation or
later sale of the securities. If own shares are sold, the
proceeds from the sale, net of transaction costs (but
including the tax effect of income tax), are allocated to
shareholders’ equity.

Tangible fixed assets

Land, buildings, investment property, machinery and
equipment are recorded at cost less accumulated de-
preciation. Leasehold improvements are depreciated
over their estimated useful life or the remaining term
of the lease, whichever is shorter. Repairs and
maintenance of rented buildings are charged directly
to the income statement, while major renovations and
refurbishments are capitalized as tangible fixed assets
and depreciated over their estimated useful life.
Depreciation is calculated using the straight-line meth-
od based on the shorter of the remaining term of the
concessions and the estimated useful life of the asset,
as follows:

Useful life in years

Group premises 20-40
Investment property 20-40
Power plants 25-75
Electricity distribution grids 15-40
Machinery, equipment, installations and

tools 6-15
Vehicles 3-8
IT hardware 3-8

Land is only depreciated in the event of a loss in value,
or if it is subject to return of the concession.
Equipment under development is treated as a fixed
asset and written down in the month it is brought into
service.

If the Group has to dismantle power plants or other
fixed assets and recondition the property owned by
third parties on which the assets are located, the es-
timated cost of such work is added to the initial cost at
the acquisition 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 considered as in-
vestment property.

Investment property is valued at cost after deduction
of accumulated depreciation. It is written off over a pe-
riod of 20 to 40 years.

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 pos-
sibility of a loss in value. The review is based on an as-
sessment of future economic benefits.

Other intangible fixed assets are valued at cost and
amortized using the straight-line method over their es-
timated useful life as follows:

Concessions: duration of the concession

Clients: until the electricity market is completely dere-
gulated

Software programs: 5 years

An impairment review is carried out if there are indica-
tions that the recoverable amount may be less than
the carrying amount.

Provisions

Provisions consist of liabilities whose outcome, expiry
or amount are uncertain. They are recorded when the
Group is under a legal or implicit obligation arising from
a past event, when it is probable that an outflow of
funds will be necessary to discharge the obligation and
when the amount of the obligation can be reliably es-
timated. The amount of provisions is estimated by
Management at the balance sheet date on the basis of
the best possible estimate of the expenditure required
to settle the obligation. If an outflow of funds is not
likely or the amount cannot be reliably estimated, the
obligation is not shown on the balance sheet but under
contingent liabilities. If the impact is significant, the
cash flows expected in order to discharge the obliga-
tion are discounted. The provision is discounted at the
current market rate, which is increased if necessary by
a rate reflecting the risks inherent in the liability.

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 differences be-
tween the value of assets and liabilities recognized by
the tax authorities and their book value recorded in the
consolidated financial statements.

The amount of the provision for deferred taxes is de-
termined on the basis of known tax rates at the bal-
ance sheet date which are likely to be applied when
the timing differences are eliminated.

Loss carry-forwards deductible from future taxable in-
come and other deferred tax assets are only recorded
as assets if it appears probable that they will be real-
ized later.

Romande Energie Group Financial Review 2011
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Earnings per share
Earnings per share are calculated by dividing net in-
come by the weighted average number of parent
company (Romande Energie Holding) shares outstand-
ing. This indicator is shown before and after all poten-
tially dilutive effects.

Dividends

Dividends are recorded in the consolidated financial
statements once they have been approved by the
General Meeting of Shareholders.

Related parties

Related parties are considered to be Vaud Canton, the
Romande Energie Pension Fund,members of the
Board of Directors and the Executive Board and affili-
ated companies. Related parties are supplied with en-
ergy on terms comparable to those for customers who
meet the same criteria. Vaud Canton collects fees for
the use of water.

Discontinued operations and non-current assets
available for sale

Non-current assets or asset groups available for sale
are valued at the lower of book value or fair value, less
expenses relating to their sale. Non-current assets are
classified as available for sale if their book value is re-
covered mainly by selling them, rather than by using
them. These conditions are met if the asset is availa-
ble for sale immediately and if the sale is highly likely.
Non-current assets designated as available for sale are
no longer subject to depreciation or amortization
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NOTE 3
Critical valuation factors

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

1

Group Pension Fund

The calculation of pension liabilities arising from de-
fined benefit plans is made using actuarial assump-
tions which may diverge from reality and influence the
Group's assets and earnings. Pension Fund assets
amounted to CHF 30.2 million at 31 December 2011
(2010 : CHF 24.9 million).

Valuation adjustment of tangible and intangible
fixed assets and goodwill

The book value of tangible and intangible fixed assets
and goodwill is CHF 912 million ( 2010 : 892 million).
An impairment review is carried out annually or when-
ever there are indications of a loss in value. These re-
views are made on the basis of estimated future cash
flows resulting from the use and probable sale of as-
sets. However, actual cash flows may differ signifi-
cantly from initial estimates.

Valuation adjustment of investments in
affiliated companies

This item mainly consists of the investment in EOS
Holding SA (28.7%), which itself has a stake of 31.4%
in Alpig. It is sensitive both to changes in the euro
exchange rate and energy prices on the wholesale
market. Alpig is a company which is very active on the
international market. Renewed falls in the euro
exchange rate and the wholesale price of energy could
have an impact on the valuation of this investment.

Net revenues

A large proportion of energy revenues is generated by
individual clients, who are invoiced annually on the ba-
sis of meter readings taken throughout the year. The
revenue received between the date of the last reading
and 31 December is booked on the basis of the energy
distributed and valued at an average price, less the es-
timated grid losses. The figure thus obtained may dif-
fer from the effective values.



NOTE 4
Disposals, business combinations
and other important transactions

NOTE 5
Risk management

Acquisitions in 2011

The Group did not make any significant acquisitions in
2011 and in 2010.

1

Information on risk management

The Group manages risk through committees appoint-
ed to handle specific risks such as those associated
with the supply of electricity. The work of these com-
mittees and the risk management procedures em-
ployed are coordinated by a risk manager, whose ob-
jective is to ensure that risks are systematically identi-
fied, assessed, controlled and kept under surveillance.
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 Di-
rectors. This analysis comprises a description of the
risks facing the Group and the measures taken to re-
duce them.

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 a regular basis.

The Group carries out transactions in derivative in-
struments — mostly interest rate swaps and forward
exchange contracts — in order to reduce the risks as-
sociated with interest rates on borrowings and with
foreign currency transactions conducted in the course
of its operating activities.

The Group does not enter into financial transactions if
they involve risks that cannot be estimated on their
expiry date. This means that it does not engage in
transactions without holding the underlying assets and
liabilities. Hedging is only used where there is a high
probability that assets and existing or contingent liabili-
ties will be sold.

Energy supply risk

The Group is exposed to fluctuations in the market
prices of all the energy it does not produce itself, i.e.
around 85% of total requirements. It therefore con-
cludes long-term suppliers’ agreements on prices and
volumes with selected partners. The agreement with
the longest term runs until 2020. Added to the right of
purchase described in note 33, these contracts cover
practically all energy requirements based on estimated
2012 consumption.

For the remainder of its supplies, the Group uses
stress-testing techniques to simulate the worst-case
scenario. It fixes a maximum price for supplies every
year, which it hedges on the European Energy Ex-
change (EEX) by means of forward purchases, taking
advantage of fluctuations in spot and forward prices.
Given the volatility of energy prices, the Group en-
deavours to hedge total estimated requirements for
the next 24 months.

Romande Energie Group Financial Review 2011
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Higher demand for electricity on the European market
has led to congestion of cross-border transmission
systems. Depending on the strength of demand, inter-
connection capacities at national frontiers are auc-
tioned. The amount by which these auctions can push
up the cost of energy purchases is impossible to esti-
mate and can vary sharply from year to year; it was
CHF 1 million in 2011, compared with CHF 7 million in
2010.

Exchange risk

This risk is mainly generated by energy purchases on
the EEX, which are made exclusively in euros. Conse-
quently, the Group uses currency futures and options
to hedge all its firm commitments in foreign currencies
and 50% of its estimated cash flows for the next 12
months, in line with its inhouse treasury management
policy.On a pre-tax basis, a change in the EUR/CHF
exchange rate of between +10% and -10% — which is
reasonably possible, other things being equal — would
have had an impact of CHF 27.8 million on the 2011
income statement, compared with CHF 17.1 million in
2010. It does not affect shareholders’ equity.

The Group does not apply hedge accounting and all
changes in exchange rates are recognized in the in-
come statement.

Interest rate risk

Exposure to interest rate risk is essentially due to bor-
rowings by the Group and the short- and medium-term
deposits which it places with financial institutions. On
a pre-tax basis, the impact on the 2011 income state-
ment of an increase or decrease of 50 basis points
was CHF 1.3 million, compared with CHF 1.6 million in
2010. There was no effect on shareholders’ equity.
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6 Other price risk

The Group is exposed to price risks on securities aris-
ing from investments in financial holdings. These in-
vestments are held for strategic purposes, rather than
for trading purposes. The Group does not have any
material exposure to fluctuations in securities prices.
These fluctuations are accounted for under sharehold-
ers’ equity.

Credit risk

Credit risk is managed centrally for the Group. It con-
cerns 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 17). The Group does not have
significant exposure to an individual counterparty.

The risk associated with other financial instruments
such as cash and cash equivalents, derivative financial
instruments and deposits with financial institutions is
managed by adhering to the Group’s inhouse treasury
policy and regulations. Investments are only placed
with financial institutions which meet strict selection
criteria. 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 car-
rying value of the financial instruments.



8 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 com-
mitments on their maturity dates.

The table below shows the various maturities of the
Group's payables (incl. interest).

Below 1
In CHF thousands month
31 December 2011
Financial debts
Trade accounts payable 31 409
Other payables 35 167
Total 66 576
Derivative financial instruments
Forward currency purchases 4 035
31 December 2010
Financial debts
Trade accounts payable 39 328
Other payables 40 200
Total 79 528
Derivative financial instruments
Forward currency purchases 7 222

1-3 months

262
18 857
28912
48 031

13 492

262
14 158
34126
48 546

10 674

3-12
months

2 563

30 666

33 229

37719

28 363

47
28 227
56 637

28 071

1-5 years

11 300

2578
13 878

123 055

10 252

3073
13325

126 878
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Over 5
years

127 355

127 355

49 743

128 148

128 148

Total

141 480
50 266
97 323

289 069

228 044

167 025

53 5633
105 626
326 184

172 845
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9 Information on financial assets and liabilities

Financial assets

In CHF thousands

Cash and cash equivalents

Securities and term deposits
- marketable bonds

- term deposits

Trade accounts receivable

Other current assets

- miscellaneous receivables

Other long-term financial assets

- miscellaneous financial investments
- loans to affiliated companies

- loans to third parties

Total

Financial liabilities

Trade accounts payable

Other short-term liabilities

- derivative financial instruments

- partners' current accounts

- miscellaneous short-term liabilities
Short-term portion of borrowings
Long-term portion of borrowings
Total

Financial assets at
fair value through
profit or loss

Note 2011 2010
15

17 22 791 17 114

17120 000 90 000
18
20
25
25
25

142791 107 114

Financial liabilities

at fair value

through profit or

loss

2011 2010

26 20716 23 652
27
27

20716 23 652

Loans and
Available for sale receivables
2011 2010 2011 2010 2011
261135 288271 261135
22 791
120 000
104413 116784 104 413
1175 3192 1175
6 143 10 320 6 143
5 800 5 644 5800
455 256 455
6 143 10320 372978 414147 521912

Other financial

liabilities
2011 2010 2011
50 267 53 533 50 267
20716
3712 3394 3712
66 756 67 783 66 756
262 25 262 262
115818 116030 115818
236 815 266 002 257 531

Owing to the short-term nature of financial assets, their book value is close to fair value.
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Total

2010

53 5633

23 652
3394
67 783
25 262
116 030
289 654

Total

2010

288 271

17 114
90 000

116 784

3192

10 320

5644

256
531 581



NOTE 6
Capital management

The principal aim of capital management is to maintain the
ability to raise funds in order to ensure continuity of oper-
ations and maximize enterprise value.The Group monitors
indebtedness using the gearing ratio, which corresponds
to net indebtedness divided by total equity.

In CHF thousands

Financial debts

Trade and other payables

Less cash and cash equivalents

Net debts

Shareholders' equity

Total shareholders' equity and net indebtedness

Gearing ratio

2011

116 080
147 590
(261 135)
2535

2 351 251
2 353 786
0.11%
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2010

141 292
159 159
(288 271)
12 180

2 608 065
2 620 245
0.46%
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NOTE 7
Segment reporting

Operating segments are determined on the basis of the
business units which, are required to submit regular re-
ports to the Management Committee.
The Group is currently organized into the following three
business units:

- Marketing

- Distribution

- Environment

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

The Marketing business unit is responsible for electricity
sales, ancillary 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
Environment business unit, while the remainder is se-
cured 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 business
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 unit is to en-
sure high-quality power transmission, in accordance with
prevailing standards and legal requirements. For this pur-
pose, it is entrusted with the maintenance and develop-
ment of the electricity distribution grid. Most of the unit’s
activities are subject to regulation. Basically, its revenues
consist of the remuneration received for making 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 energy
efficiency.
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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 business unit mainly consist of
tangible fixed assets, trade accounts receivable and other
receivables. Operating liabilities primarily comprise trade
accounts payable and other payables.

Expenses shown under “Corporate” refer to costs in-
curred in connection with the activities of the Group's
head office. Income and expenditure that cannot be allo-
cated to a specific business unit are also booked under
this heading. Assets and liabilities mostly comprise cash
and cash equivalents, investments in affiliated companies,
deferred tax liabilities and financial debts.

Segment reporting is based on IFRS standards.



Reporting by operating segment for 2011

In CHF thousands Environ-

Marketing  Distribution ment Corporate Eliminations Total
Net revenues from third parties 304 443 254 780 15 267 15 675 590 165
Net revenues from other units 20 966 4930 30 549 32916 (89 361) -
Net revenues of business units 325 409 259 710 45 816 48 591 (89 361) 590 165
Purchases of energy, goods and services ( 286 500) (79 939) (11 829) (1104) 43372 (336 000)
Gross margin 38 909 179 771 33987 47 487 ( 45 989) 254 165
Personnel expenses (12 975) (47 655) (9103) (12 448) (82 181)
Other operating expenses (15 494) (44 783) ( 17 440) (19 538) 45 989 (51 266)
EBITDA 10 440 87 333 7 444 15 501 - 120 718
Depreciation on fixed assets - (34 431) (9637) (9979) ( 54 047)
Impairment charge on tangible fixed assets - - (29 000) - (29 000)
Impairment charge on intangible fixed assets (2516) (2516)
EBIT 10 440 52 902 (33 709) 5 522 - 35 155
Financial income 6 662
Financial expenses (8590)

Equity in net income of affiliated

companies (250 812) (250 812)
Taxes (17 595) (17 595)
Net income ( 262 885) (235 180)
Operating assets 53 515 681 490 175 115 1714763 2 624 883
Assets unattributable to a segment 152 901
Total assets 53 515 681 490 175 115 1714 763 2777 784
Operating liabilities 30 441 71533 4 899 1264 108 137
Liabilities unattributable to a segment 319 057
Total liabilities 30 441 71533 4 899 1264 427 194
Investments

Tangible fixed assets - 74 600 14 948 16 267 105 815
Intangible fixed assets and goodwill - - - 4 555 4 555
Total investments - 74 600 14 948 20 822 110 370

Romande Energie Group Financial Review 2011 23



24

g ROMANDE ENERGIE GROUP CONSOLIDATED FINANCIAL STATEMENTS

Reporting by operating segment for 2010

Environ-

In CHF thousands Marketing  Distribution ment  Corporate Eliminations Total
Net revenues from third parties 302 334 254 044 10 633 12 402 579 413
Net revenues from other units 23 318 3922 35 640 34 931 (97 811) -
Net revenues of business units 325 652 257 966 46 273 47 333 (97 811) 579 413
Purchases of energy, goods and services (302 005) (77 415) (10 926) ( 321) 50 673  (339994)
Gross margin 23 647 180 551 35 347 47 012 (47 138) 239 419
Personnel expenses (12 296) ( 45 256) (6562) (11919) (76 033)
Other operating expenses (14 792) (47 529) (17 597) (23 014) 47 138 (55 794)
EBITDA (3441) 87 766 11188 12 079 - 107 592
Depreciation on fixed assets - (38 795) (7 235) (6 649) (52 679)
Impairment charge on tangible fixed assets - - ( 6 088) - (6 088)
EBIT (3441) 48 971 3953 5430 - 48 825
Financial income 3235
Financial expenses (28 285)
Equity in net income of affiliated

companies 65 738 65 738
Taxes (5519) (5519)
Net income 65 649 83 994
Operating assets 63 685 650 111 201 350 2078 324 2993470
Assets unattributable to a segment 78 783
Total assets 63 685 650 111 201350 2078324 3072 253
Operating liabilities 77 158 58 525 19 848 3628 159 159
Liabilities unattributable to a segment 295 735
Total liabilities 77 158 58 525 19 848 3628 454 894
Investments

Tangible fixed assets - 57 603 42 500 10 028 110 131
Intangible fixed assets and goodwill 2877 2877
Total investments - 57 603 42 500 12 905 113 008
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NOTE 8
Net revenues

In CHF thousands

Energy revenues

Grid usage revenues from own distribution grid

VHV grid usage revenues and off-grid revenues

Reinvoiced dues, system services and Swissgrid

Transfers of assets and contributions from clients

Other income

Internally generated asset additions

Net income from disposal of fixed assets

Change in guarantees, losses on bad debts and provision for onerous contracts

Total net revenues

NOTE 9
Purchases of energy, goods and
services

In CHF thousands

Energy purchases

HV & VHV grid usage costs and off-grid costs
Grid dues, system services and Swissgrid
Concessions and fees

Other purchases

Total purchases of energy, goods and services

NOTE 10
Personnel expenses

In CHF thousands

Compensation
Social insurance and pension costs
Other personnel expenses

Total personnel expenses

Total headcount at 31 December (full-time equivalents)

2011

282 657
152 065
25417
41760
16 697
47 421
20 862
7133
(3847)
590 165

2011

243 939
31 201
41 686

6479
12 695
336 000

2011

68 303
9144
4734

82 181

687

2010
restated

283 246
157 204
27 215
37 538
16 949
38072
18 5675
2 302
(1688)
579 413

2010

257 097
28 580
37 417

6 490
10 410
339 994

2010

65 223
7 445
3365

76 033

674
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NOTE 11
Net financial income

In CHF thousands 2011 2010
Interest income 1205 863
Dividend income and income from securities 1010 950
Profit on sale of securities 175 130
Exchange rate gains 742 888
Change in fair value of financial instruments 2 936 -
Miscellaneous financial income 594 404
Total financial income 6 662 3235
Interest on borrowings, mortgages and bank debts (3107) (2792)
Exchange rate losses (1204) (2747)
Change in fair value of financial instruments - (22 098)
Impairment charge on available-for-sale securities (3220) -
Losses on securities ( 888) ( 486)
Miscellaneous financial expenses (171) ( 162)
Total financial expenses (8 590) (28 285)
Net financial income (1928) (25 050)

In 2008, the Group acquired shares worth CHF 4.7 million in SidWestStrom Kraftwerk GmbH, a company created in order to build a
coal-fired power plant. The Group will be able to withdraw from the project and can reasonably expect to obtain between CHF 0.6
million and CHF 1.5 million from the sale ofthe shares. Romande Energie considers that CHF 3.2 million is an irreversible impairment
charge, and this amount has been booked to the income statement.
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NOTE 12
Income taxes and deferred taxes

Income taxes

In CHF thousands

Income before taxes
Expenses for current income taxes
(Revenues)/expenses for deferred taxes

Total expenses for income taxes

Analysis of tax rate

2011

(217 585)

The main differences between the weighted average tax rate and the effective tax rate are as follows:

Applicable weighted average tax rate (as %)

Effects of equity method of consolidation (as %)
Non-deductible valuation adjustments

Effects due to previous years and other factors (as %)

Effective tax rate

10 301
7294
17 595

23.16
(25.24)
(5.12)
(0.89)
(8.09)

2010

89513
8769
(3250)
5519

23.20
(16.83)
0.00
(0.20)
6.17

No deferred taxes were recognized for tax-deductible losses over until 2018; however, the probability of using them is
totalling CHF 29 million (2010=0). These losses can be carried regarded as low.

As a result of the tax reduction on income from investments, The weighted average tax rate is calculated every year on the
such income has virtually no impact on the tax liability of the  basis of the rates applicable to each company.

holding company.

Deferred taxes

Tangible fixed

In CHF thousands assets
Balance at 1 January 2011 121 677
Booked to income statement 2 965

Booked to other income statement items -

Net balance of deferred taxes at 31 December

2011 124 642
Balance at 1 January 2010 124 363
Booked to income statement (2686)

Booked directly to shareholders' equity -

Net balance of deferred taxes at 31 December
2010 121 677

There are no deffered income taxes.

Pension
assets

5810

1230

7 040

4920
890

5810

Investments in
affiliated
companies

10 872
1957

(118)

12 711

14113
(3293)

52

10 872

*Other assets,
provisions and

accrued and
prepaid items

8 266

1142

9 408

6 427
1839

8 266

Total

146 625
7 294

( 118)

153 801

149 823
(3250)

52

146 625

*Until 2010, the deferred tax calculated on pension assets was  information, these two positions are now shown separately.

included under the heading "Other assets". In order to improve

Romande Energie Group Financial Review 2011
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NOTE 13
Earnings per share

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.

In CHF thousands

Earnings per share

Weighted average number of shares outstanding

Earnings attributable to shareholders of
Romande Energie Holding SA (in CHF 000)

Earnings per share (in CHF)

There are no factors which could dilute earnings.

NOTE 14
Cash and cash equivalents

In CHF thousands

Liquid assets in bank current accounts and cash in hand
Short-term deposits

Total cash and cash equivalents

Liquid assets in bank current accounts are remunerated at
variable interest rates. Short-term deposits are placed for
periods of between one day and three months in accordance
with the Group's immediate cash flow needs. The fair value of

NOTE 15

Change in current assets and other
cash flows arising from operating
activities

In CHF thousands

Change in trade accounts receivable

Change in trade accounts payable

2011

1097 826

(225 909)

-206

2011

228 983
32 152
261 135

2010

1097 826

88 364

80

2010

168 271
120 000
288 271

cash and cash equivalents was equal to their book value at 31

December 2011 and 31 December 2010.

2011

12 040
(3267)

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

operating activities

3009

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

activities
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11782

2010

29796
9760

(1505)

38 051



NOTE 16
Securities and term deposits

In CHF thousands

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:

- Level 1 Fair value corresponds to the prices quoted on an active
market.

2011 2010
22791 17114
22 791 17114
120 000 90 000

142 791 107 114

- Level 2 Fair value is determined in accordance with indications
other than the quoted prices mentioned in level 1. These
indications are mainly obtained from data observable on the
market or by other means.

- Level 3 Fair value corresponds to a technical valuation
comprising factors that are not based on observable market
data.

Level 1 Level 2 Level 3 Total

In CHF thousands 2011 2010 2011 2010 2011 2010 2011 2010
Financial assets

Marketable bonds 22 791 17 114 22 791 17 114
Total investment securities 22 791 17 114 22 791 17 114
Financial liabilities

Derivative financial instruments 20716 23 652 20716 23 652
Total derivative financial instruments 20 716 23 652 - - - - 20716 23 652

Romande Energie Group Financial Review 2011
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NOTE 17
Trade accounts receivable

In CHF thousands 2011 2010
Trade accounts receivable 109 282 124 839
Downpayments/non-invoiced energy deliveries and grid usage (1793) (5310)
Total trade accounts receivable, gross 107 489 119 529
Provision for doubtful accounts (3076) (2745)
Total trade accounts receivable, net 104 413 116 784

At 31 December 2011, an impairment charge was booked for charge for individual items concerns clients whose financial
receivables in the amount of CHF 3,747,000 (2010: CHF circumstances make it most unlikely that the Group will recover
3,638,000). The provision issued for this item was CHF 3,076,000 the amounts due.

at 31 December 2011 (2010: CHF 2,745,000). The impairment

30

Receivables with individual provisions 1060 435
Receivables with lump-sum provisions 2 687 3203
3747 3638
Movement of provision for doubtful accounts
Balance at 1 January (2 745) (2616)
Allocation (1630) (1515)
Use 1299 1386
Balance at 31 December (3076) (2 745)
Credit risk
The following table shows the degree of credit risk related to the trade accounts receivable item:
Receivables that are neither due nor provisioned 101 736 112 321
Receivables that are due but for which no impairment charge was booked
- Between 30 and 60 days overdue 958 2 049
- Between 60 and 90 days overdue 342 634
- Between 90 and 120 days overdue 228 312
- Between 120 and 180 days overdue 478 575
Total 2 006 3570
Receivables for which provisions were issued 3747 3638
Total receivables 107 489 119 529
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NOTE 18
Other current assets

In CHF thousands

Prepaid expenses and accrued income
Miscellaneous receivables and miscellaneous current assets
Taxes payable in advance, withholding taxes and other recoverable taxes

Total other current assets

2011

6 391
1175
1730
9 296

Romande Energie Group Financial Review 2011

2010

9 296
3192
1272
13 760
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NOTE 19
Tangible fixed assets
Energy Energy

Land and production distribution Other tangible Construction
In CHF thousands buildings plants plants fixed assets in progress Total
2011
Acquisition cost
Balance at 1 January 98 215 348 498 1219 069 67 975 57 573 1791 330
Acquisitions - transfers 20 901 12 368 54 660 3777 46 470 138 176
Divestitures - transfers (2636) (6 405) (2518) (32 361) (43 920)
Balance at 31 December 116 480 360 866 1267 324 69 234 71 682 1 885 586
Accumulated depreciation
Balance at 1 January 58 604 164 906 654 469 50 398 928 377
Charge for the year 2 981 9 637 34 431 4 331 51 380
Impairment 29 000 29 000
Divestitures - transfers (2 440) - (3560) (2276) (8276)
Balance at 31 December 59 145 203 543 685 340 52 453 1 000 481
Net book value at 31 December 57 335 157 323 581 984 16 781 71 682 885 105
2010
Acquisition cost
Balance at 1 January 98 016 260 329 1162 342 72 882 112 886 1706 455
Acquisitions - transfers 255 88 169 66 636 3622 38 088 196 770
Divestitures - transfers ( 56) (9909) (8529) (93 401) (111 895)
Balance at 31 December 98 215 348 498 1219 069 67 975 57 573 1791 330
Accumulated depreciation
Balance at 1 January 56 029 152 158 625 938 50 618 884 743
Charge for the year 2575 6 660 38795 4 251 - 52 281
Impairment 6 088 6 088
Divestitures - transfers (10 264) (4471) - (14 735)
Balance at 31 December 58 604 164 906 654 469 50 398 - 928 377
Net book value at 31 December 39 611 183 592 564 600 17 577 57 573 862 953

In 2010, Romande Energie Group finished the construction of a
plant for electricity and pellet production based on wood by-
products. Owing to technical problems, the building costs were
considerably higher than planned. Given the returns expected on
this type of plant, the Group therefore decided that an
impairment charge of CHF 6.1 million was necessary. At the end
of 2011, the technical problems had worsened and production
costs were significantly higher than even the most pessimistic
forecasts had predicted.

The impairment charge was estimated on the basis of the
discounted present value of future cash flows expected over the

Romande Energie Group Financial Review 2011

plant’s useful life, i.e. 30 years. The Group set a discount rate of
5%, which is the rate it uses for renewable-energy production
plants.

As a result of these factors, the Group booked an impairment
charge on the plant. The amount recognized in the 2011 income
statement was CHF 29 million. The balance at 31 December 2011
was CHF 2 million. This impairment charge was allocated to the
Environment business unit.



NOTE 20
Investment property

In CHF thousands

Acquisition cost
Balance at 1 January
Acquisitions - transfers
Balance at 31 December

Accumulated depreciation
Balance at 1 January

Charge for the year

Balance at 31 December

Net book value at 31 December

Investment property is valued at amortized cost.

The Group estimates the value of its investment property at CHF
1.7 million, the same figure as in 2010. This estimate is based on
market prices for similar property, not on a professional
valuation by a real estate specialist. Rental income amounted to
CHF 0.1 million (2010 : CHF 0.2 million) and the direct operating

2011

2613

2613

1130

101
1231
1382

2010

2 260
353
2613

1035

95
1130
1483

expenses involved were CHF 0.2 million (same as 2010). There
were no significant unrealizable commitments relating to real

estate investments.

Romande Energie Group Financial Review 2011
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NOTE 21
Intangible fixed assets

In CHF thousands

2011

Acquisition cost
Balance at 1 January
Acquisition

Balance at 31 December

Accumulated amortization
Balance at 1 January

Charge for the year

Transfers

Balance at 31 December

Net book value at 31 December

2010

Acquisition cost
Balance at 1 January
Acquisition

Balance at 31 December

Accumulated amortization
Balance at 1 January

Charge for the year

Valuation adjustment

Balance at 31 December

Net book value at 31 December

The “goodwill” item (CHF 13.3 million) mainly comprises
goodwill arising from the acquisition of 33.3% of SEVM shares in
2008, which gave the Group full ownership of the company’s
capital. The recoverable value is determined on the basis of
value in use. The calculation takes account of future cash flows
relating to benefits derived from the purchase of these shares.
This purchase enabled charges for power distribution

In 2009, the Group acquired TECFOR SA, a company which
operates in the drilling field. The goodwill of CHF 2.5 million
recognized at the time of the acquisition was determined on the
basis of future cash flows. After two years of operation, the
company’s results are below expectations and there are
practically no cash flows. Using a discount rate of 5.46%, the

Romande Energie Group Financial Review 2011

Other

intangible
Goodwill fixed assets Total
19 046 13 925 32971
4 555 4 555
19 046 18 480 37 526
1944 3 462 5 406
2 566 2 566
2516 - 2516
4 460 6 028 10 488
14 586 12 452 27 038
19 046 896 19 942
- 13029 13029
19 046 13 925 32971
1944 114 2 058
- 303 303
- 3045 3045
1944 3462 5 406
17 102 10 463 27 565

concessions to be abolished. Cash flows were projected until
2028, which is when the concessions end. A discount rate of
5.46% was used; no growth factor was applied, as the cash flows
will be constant until 2028. The discount rate, formerly 7%, was
revised downwards in line with market interest rates.

The calculated recoverable value is higher than the carrying
value.

sum of future flows is close to zero. This has led the Group to
declare a total impairment of the goodwill attributed to TECFOR.
This valuation adjustment of CHF 2.5 million was charged to the
2011 income statement and attributed to the Environment
business unit.



NOTE 22
Investments in affiliated companies

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

Carrying value Impact on income statement
In CHF thousands 2011 2010 2011 2010
EOS Holding SA 1217 540 1531454 (254 205) 60 861
FMHL SA 29788 29763 520 520
FMA 9211 8767 542 490
SITEL SA 16 832 16 287 3545 3478
SEFA 15 144 15 071 440 733
Other 8473 10133 (1654) ( 344)
Total 1296 988 1611475 (250 812) 65 738
A summary of Group holdings in affiliated companies is shown below.
Share in revenues of affiliated companies
Aggregate net revenues 158 067 150 098
Aggregate net income (874 673) 226 375
Equity in net income of affiliated companies (250 812) 65 738
Share in balance sheets of affiliated companies
Current assets 533 922 553 314
Non-current assets 4 398 965 5191079
Current liabilities (84 585) (58 254)
Non-current liabilities (380 319) ( 130 606)
Aggregate net assets 4 467 983 5 555 533
Share in equity of affiliated
companies 1296 988 1611475

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

In 2011, the Alpig Group was hit by the negative effects of developments in the energy market and the fall in the euro against the Swiss
franc. It booked valuation adjustments in the amount of CHF 1.7 billion toits 2011 income statement. EOS Holding, which has a stake of
31.38% in Alpiq, charged its share of this impairment, i.e. CHF 533 million, to the 2011 income statement.

EOS Holding also revised the value of its investment in Alpig. This involved an additional valuation adjustment of CHF 485 million,
which was charged to the income statement.

Owing to its investment of 28.72% in EOS Holding, net income at Romande Energie Group was negatively impacted in the amount of
CHF 292 million by these valuation adjustments. Earnings from the normal business activities of Alpig and EOS Holding reduced this
impact to CHF 294 million.

In the light of these impairment charges, Romande Energie has concluded that an additional valuation adjustment of its shareholding in
EOS is not necessary.

Romande Energie Group Financial Review 2011
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NOTE 23
Other long-term financial assets

In CHF thousands

Miscellaneous financial investments - available-for-sale securities
Loans to affiliated companies
Loans to third parties

Total other long-term financial assets

Miscellaneous financial investments

Miscellaneous financial investments are measured at fair value.
In the case of unlisted companies for which we do not have a
recent valuation, fair value is determined on the basis of EBITDA,
applying a multiplier reflecting the standards used in their
business sector. In 2011, a valuation adjustment in the amount
of CHF 3.2 million was booked (see Note 11).

NOTE 24
Other short-term liabilities

In CHF thousands

Accrued expenses and deferred income
Salaries and other social insurance costs due
Derivative financial instruments

Advances received

Partners' current accounts

Discounts payable to municipalities
Guarantees deposited

Miscellaneous short-term liabilities

Total other short-term liabilities

Derivative financial instruments reflect the valuation of forward
exchange contracts and interest rate swaps. The marked drop in

Amount of contracts

In CHF thousands 2011
Forward currency contracts 228 044
Total derivative financial instruments 228 044

FINANCIAL STATEMENTS

2011 2010

6 143 10 320
5 800 5 644
455 256

12 398 16 220

Loans to affiliated companies

This position comprises a receivable from FMS bearing interest
at 3% and a receivable of CHF 0.8 million from Spontis, identical
to 2010. Loans are measured using the amortized cost method.

2011 2010
39 964 42 042
14 682 11 395
20716 23 652

3396 6021
3712 3394
9532 11273
2578 3073
2743 4776
97 323 105 626

the euro against the Swiss franc resulted in the recognition of a
liability.

Positive fair value Negative fair value

2010 2011 2010 2011 2010
172 844 20716 23 652
172 844 - - 20716 23 652

In 2011, the valuation of forward currency contracts resulted in the recognition of a gain of CHF 2.9 million. These operations generated

a loss of CHF 22.1 million in 2010.
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NOTE 25
Borrowings

In CHF thousands

Debts to banks and other financial institutions
Other long-term financial commitments
Total borrowings

Short-term portion of borrowings

Total long-term borrowings

2011

113 000
3080
116 080
( 262)
115 818

The Group's exposure to risks of changes in interest rates and renewals of borrowings at

the balance sheet date was as follows:

Below 6 months

Between 6 months and 1 year
Between 1 year and 5 years
Over 5 years

Total borrowings

Credit lines
Amount used
Amount available
Total credit lines

Borrowings have fixed due dates with no early repayment clauses.

Financial debts with banks are contracted at market terms.
The average interest rate paid on borrowings was 2.27% in 2011 (2010:

262
1048
114 770
116 080

11790
55 410
67 200

2.44%).
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2010

138 000
3292
141 292
(25 262)
116 030

25 262
1048
114 982
141 292

23 663
43 537
67 200
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NOTE 26
Pension liabilities

In CHF thousands

The pension plan's financial situation is summarized below

Pension liabilities

1 January

Accrued pension benefits, after employee contributions
Interest on future pension liabilities

Employee contributions

Benefits paid

Actuarial (gains)/losses

Pension liabilities at 31 December

Market value of plan assets

1 January

Employer's contributions
Employee contributions

Benefits paid

Expected return on pension assets
Actuarial losses

Return on assets

Market value of plan assets at 31 December

Financial situation

Unrecognized actuarial losses

Amount recognized on balance sheet
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2011

16 251
(23436)

415 575
5706

12 109
3745
(21422)
42 404

458 117

412 726
6791
3745

(21422)

(7 185)

394 655
63 462

(93 625)
(30 163)

2010

20 603
(13031)

438 618
7473
12 811
3818
(23887)
(23 258)

415 575

418 305
6918
3818

(23887)

7572

412 726

2849

(27 785)
(24 936)



In CHF thousands 2011

Movements in net assets and amounts recorded on the balance sheet are as
follows:

Balance at 1 January (24 936)
Employer's contributions (6791)
Net (income)/costs booked to personnel expenses during the year 1564
Net assets at 31 December (30 163)

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

Accrued pension benefits, after employee contributions 5706
Interest on future pension liabilities 12 109
Expected return on pension assets (16 251)
Total net pension (income)/costs booked to personnel expenses

during the year 1564
As % 2011

Actuarial assumptions used to calculate income and
expenses in 2011 and 2010 are as follows:

Discount rate 2.25
Indexing of salaries 2.50
Return on assets 4.00
Inflation rate 1.50
Adjustment rate for pensions 0.00

Distribution of assets among the various asset classes

Cash and other 2.63
Bonds 35.86
Equities 31.23
Hedge funds 6.57
Commodities 3.40
Swiss property 20.31
Total 100.00
In CHF thousands 2011

Effective return on assets during the year
Effective return on assets (7185)

Rate of return on assets -2.27%

2010

(17 699)
(6918)

( 319)
(24 936)

7473
12 811
(20 603)

( 319)

2010

3.00
2.50
4.00
1.50
0.00

3.94
35.26
32.31

5.99

3.79
18.71

100.00

2010

7572
1.32%

Romande Energie Group Financial Review 2011
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In CHF thousands 2011 2010 2009 2008
Financial situation at 31 December

Liabilities 458 117 415 575 438 618 438 529
Assets ( 394 655) (412 726) (418 305) (378 943)
Financial situation 63 462 2 849 20 313 59 586
Unrecognized losses (93 625) (27 785) (38012) (63 397)
Recognized assets at 31 December (30 163) ( 24 936) (17 699) (3811)
Gains/(losses) resulting from experience

On liabilities (177) 3902 759 (1426)
On assets (23 436) (13 031) 23 242 (97 280)

The expected rate of return is calculated on the basis of the  Employer’'s contributions for the 2012 financial year are
return objective set out in the Group pension plan’s investment  estimated at CHF 6.9 million.

guidelines. This strategy was established by the Pension Board

based on an asset-liability modelling study.

40

NOTE 27

Provisions

In CHF thousands OIBT  Onerous contracts Total
2011

Balance at 1 January 6 705 1113 7 818
Allocations 1238 2 866 4104
Discounting effect 194 ( 255) (61)
Use (1 505) ( 633) (2138)
Balance at 31 December 6 632 3 091 9723
Short-term portion of provisions (1638) (1332) (2970)
Total long-term provisions 4994 1759 6 753
2010

Balance at 1 January 5973 - 5973
Allocations 2186 1269 3455
Discounting effect ( 201) ( 156) ( 357)
Use (1253) - (1253)
Balance at 31 December 6 705 1113 7 818
Short-term portion of provisions (1448) ( 587) (2035)
Total long-term provisions 5 257 526 5783
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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
transitional regulations set deadlines for these inspections and
require operators to bear the cost of any inspections performed

Provision for onerous contracts

As in 2010, the Group entered into several contracts with clients
that requested their performance. A certain number of these
contracts are considered as onerous, since the costs involved in
honouring them are higher than the income they generate.

The Group has already covered the quantities of energy required
to execute these contracts, and therefore the provision can be

NOTE 28
Share capital

Share capital

At 31 December 2011, the issued share capital consisted of
1,140,000 fully paid-in registered shares with a nominal value of
CHF 25 each. The amount available for dividend distribution is
based on the amount shown under the “Retained earnings” item
in the financial statements of the parent company, Romande
Energie Holding SA. It is calculated in accordance with the
provisions of the Swiss Code of Obligations. Consolidated
shareholders’ equity includes legal reserves of CHF 59.2 million
(2010: CHF 61.5 million), which are not available for distribution.

There is an agreement between the Canton of Vaud, various

As %

Vaud Canton

Vaud municipalities

Alpiq

Groupe e

BKW FMB Energie SA
Banque Cantonale Vaudoise
Own shares

Public

after these deadlines have expired. This provision is reviewed
every year on the basis of inspection work that still has to be
done. A supplementary allocation had to be made following a re-
assessment of the time needed to carry out the inspections. The
provision is expected to be fully utilized by 2015.

reliably estimated. It has been calculated on the basis of the cash
flows expected for the duration of each contract. The discount
rate used for this type of operation is 6.79%. The Group expects
to extinguish this provision by 2014, as the contracts are
basically concluded for a period of three years.

Vaud municipalities and Banque Cantonale Vaudoise providing
for reciprocal pre-emptive rights in the event of the sale of
shares held by any of these parties. This group owned 53.61% of
the share capital at 31 December 2011.

The General Meeting of Shareholders of 21 May 2010 decided to
renew the maximum authorized capital of 405,000 bearer shares
with a nominal value of CHF 25 each; this authorization is valid
for two years. At 31 December 2011, none of the shares making
up the authorized capital had been issued.

2011 2010
38.6 38.6
14.1 14.1
10.5 10.5
5.8 5.8
5.0 5.0
3.4 3.5
3.7 3.7
18.9 18.8
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NOTE 29
Other reserves

In CHF thousands

2011

Balance at 1 January

Conversion differences and other changes
Fair value adjustment of financial instruments

Balance at 31 December

2010

Balance at 1 January

Conversion differences and other changes
Fair value adjustment of financial instruments

Balance at 31 December

Romande Energie Group Financial Review 2011

Valuation
adjustement at
EOS Holding

(15 941)
1563
(3821)
(18 199)

33544
(49 106)
(379)
(15 941)

Revaluation
differences

29 332
(341)
( 860)

28 131

28720
( 52)
664

29 332

Total

13 391
1222
(4681)
9 932

62 264
(49 158)
285

13 391
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NOTE 30
Shares outstanding

Total number of shares
Own shares held by the Group
Shares outstanding

NOTE 31
Related parties

In CHF thousands

Related parties

Entities with significant influence on the
Group

Affiliated companies

Main managers

2011
2010
2011
2010
2011
2010

Sales to related
parties

2327
2429
4756
3153
1454
1467

Purchases from
related parties

9 888

9 286
20 856
18 597
262 698
263 512

Taxes and duties paid in Vaud Canton are not included in the data on related parties

2011 2010

1 140 000 1140 000
(42 174) (42 174)
1097 826 1097 826

Amounts due

from related Amounts due to

parties related parties
380 4010
421 4009
1715 1428
942 904
1314 23 892
3051 20 003

Shareholders that own 20% or more of the share capital of Romande Energie Holding SA, the parent company, are considered as

entities with significant influence.

Transactions with related parties are effected at market rates.

The amount due to the staff pension fund was CHF 2.4 million at 31 December 2011 (2010: CHF 0.6 million).

Romande Energie Group Financial Review 2011
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NOTE 32
Remuneration of the Executive
Board and the Board of Director

In CHF thousands

Base salaries paid to Executive Board members during the year
Variable salaries

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 ( 6 in 2009)
The Board of Directors consists of 11 members ( 11 in 2009)

NOTE 33
Other future liabilities, contingent
liabilities and contingent assets

In CHF thousands

Future liabilities arising from rental agreements

2011 2010
1408 1390
915 861
101 101
456 458
2880 2810
660 617
40 39
700 656
2011 2010

62 87

As part of its normal operating activities, Romande Energie has entered into various long-term commitments covering the supply and

sale of energy.

Right of purchase

Under the agreements concluded with EOS and taken over by
Alpiqg, the Group may purchase electricity from Alpiq between 1
October 2007 and 31 December 2030 on the following terms:
pre-defined maximum quantities 20% less than its annual
consumption, at a price equivalent to the average production
cost at Alpiq using the plants which previously belonged to EOS.
The cumulative difference over the years between the average
selling price at Alpiq and the average production cost for the
quantities taken up may not exceed a mutually agreed ceiling.
This possibility of obtaining energy supplies is considered as a
right of purchase which will only vest when it is exercised and

Guarantee

The company has issued a guarantee of EUR 19.7 million in
favour of a supplier of power generation equipment, in order to

Romande Energie Group Financial Review 2011

will only be extinguished by the physical delivery of electricity. It
is therefore a future right to the purchase of energy, the exercise
of which will depend on market conditions at the time when it is
exercised. This right is accounted for in the Group’s consolidated
financial statements if and when it is exercised. It represented an
amount of CHF 10 million for the 2011 financial year (CHF 21
million in 2010). This amount is deducted from the cost of
energy purchases. In view of price trends on the electricity
market, the Group expects to curb the use of this right in the
coming years.

cover payments agreed between its subsidiary, Romande

Energie Renouvelable SA, and the supplier.



.../ Notes to the consolidated financial statements

NOTE 34
Post-balance sheet events

The consolidated financial statements of Romande Energie
Group for 2011 were approved by the Board of Directors on 23
March 2012. The Annual General Meeting of Shareholders will
be asked to authorize a dividend of CHF 25 per share. If this

NOTE 35
Subsidiaries and affiliated
companies

Subsidiaries

Romande Energie SA, Montreux

Société électrique Vevey-Montreux SA, Montreux*
Société Electrique du Bas-Valais SA (SEBV), Vouvry

Romande Energie Commerce SA, Morges

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

Romande Energie Renouvelable SA, Morges

Enerbois SA, Rueyres

Effitec SA, Morges

Société électrique de Champéry - Val-d'llliez SA, Champéry
TECFOR SA, Troistorrents

HC SA, Fribourg

Affiliated companies

EOS Holding SA, Lausanne

Forces motrices Hongrin-Léman S.A. (FMHL), Chateau-d'Oex
Forces Motrices de I'Avancon SA, Bex

Forces Motrices de Sembrancher (FMS) SA, Sembrancher
Société Electrique des Forces de I'Aubonne SA, 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

N) Other

recommendation is adopted, the total distribution for 2011 will
amount to around CHF 27.4 million, taking into account own

shares held by the Group.

Main
business

m m m m m m m

Z m ' m

m z m z Z2 Z2 Z2 M mm m QO

D) Holding companies

Share capital
CHF 000

36 150

15 000
15294
10 000
2500
2000
200
500
560
100

324 000
30 000
7 095
6 000
5000
20 850
1200
2000
100
250
1600
100

1) Installation inspections

* Company dissolved subsequent to the merger with Romande Energie SA on 1 January 2011.

Shareholding as %

2011

100

65
67
75
100
50
100
99
100
100

29
41
28
21
37
33
40
49
30
34
34
25

2010

100
100
65
67
75
100
50
100
99
100
100

29
41
28
21
37
33
40
49
23
34
34
25
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To the General Meeting of

Romande Energie Holding SA, Morges

Lausanne, 23 March 2012

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 statement, state-
ment of changes in equity and notes (pages 6 to 45), for the year ended 31 December 2011.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation and fair presentation of the consolidated fi-
nancial statements in accordance with International Financial Reporting Standards (IFRS) and the re-
quirements of Swiss law. This responsibility includes designing, implementing and maintaining an inter-
nal control system relevant to the preparation and fair presentation of consolidated financial state-
ments 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 reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our au-
dit. We conducted our audit in accordance with Swiss law and Swiss Auditing Standards and Interna-
tional Standards on Auditing. Those standards require that we plan and perform the audit to obtain
reasonable assurance whether the consolidated financial statements are free from material misstate-
ment.

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, in-
cluding the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers the internal con-
trol system relevant to the entity’s preparation 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.

o1 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 reasona-
bleness of accounting estimates made, as well as evaluating the overall presentation of the consolidat-
ed financial statements. We believe that the audit evidence we have obtained is sufficient and appro-
priate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements for the year ended 31 December 2010 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 in-
compatible 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 fi-
nancial statements according to the instructions of the Board of Directors.
We recommend that the consolidated financial statements submitted to you be approved.
Ernst & Young SA
4 __.A/{—-
ge Clément Karine Badertscher Chamoso

Licensed audit expert Licensed audit expert
(Auditor in charge)
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Income statement

In CHF thousands

Income
Rents and miscellaneous income
Financial income

Total income

Operating expenses

Other operating expenses

General administration costs

Depreciation, amortization and allocations to provisions
Losses on receivables and provisions for doubtful debts
Financial expenses

Income before taxes
Income taxes

Net income for the year

Romande Energie Group Financial Review 2011

2011

2615
120 763
123 378

( 507)
(1630)
( 747)
(26 000)
(12914)
81580

( 590)

80 990

2010

2558
185 356
187 914

( 458)
(1462)
(12781)
(19 867)
(25 050)
128 296

( 255)

128 041



Balance sheet

In CHF thousands 31.12.11 31.12.10
ASSETS

Current assets

Cash and cash equivalents 258 361 271 837
Securities, term deposits and derivative financial instruments 148 377 111 994
Receivables from affiliated companies 98 549 82 591
Current taxes receivable 734 343
Other current assets 3503 3195
Total current assets 509 524 469 960

Non-current assets

Tangible fixed assets 13595 14 341
Long-term financial assets 185 961 186 601
Loans to affiliated companies 64 068 65 941
Total non-current assets 263 624 266 883
Total assets 773 148 736 843

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Trade accounts payable 35 1276
Payables to affiliated companies 18 424 11 408
Other short-term liabilities 21161 44 176
Short-term provisions - 12 000
Total current liabilities 39 620 68 860

Non-current liabilities

Long-term borrowings 100 000 100 000
Long-term provisions 14 800 2 800
Total non-current liabilities 114 800 102 800
Total liabilities 154 420 171 660

Share capital and reserves

Share capital 28 500 28 500
General reserve 5 859 5 859
Reserve for own shares 19 849 19 849
Total share capital and reserves 54 208 54 208

Retained earnings

Income brought forward 483 530 382 934
Net income for the year 80 990 128 041
Retained earnings 564 520 510 975
Total shareholders' equity 618 728 565 183
Total liabilities and shareholders' equity 773 148 736 843
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B ROMANDE ENERGIE HOLDING SA - COMPANY FINANCIAL STATEMENT

NOTE 1
Major shareholdings

Romande Energie SA, Montreux

Société électrique Vevey-Montreux SA, Montreux*
Société Electrique du Bas-Valais SA (SEBV), Vouvry
Romande Energie Commerce SA, Morges

Romande Energie Renouvelable SA, Morges

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

Cisel Informatique SA, Matran

neo technologies SA, Lausanne
Main business

1) Production, distribution and marketing of energy

2) Other

NOTE 2
Borrowings

In CHF thousands Rate

Credit Suisse 4.375%
AVS 2.120%
AVS 2.120%

Total borrowings

NOTE 3
Own shares

In CHF thousands

Held by Romande Energie Holding SA
Balance at beginning of year
Acquisition

Balance at 31 December
Held by Romande Energie SA

Balance at beginning of year (no movement)
Total own shares

Romande Energie Group Financial Review 2011

Main
business

1)
1)
1)
1)
1)
1)
1)
2)
2)
2)

Share capital
CHF 000

36 150
15 000
15294
2500
6 000
5000
20 850
1200
2000

Shareholding as %

2011

100
65
64

100
21
37
33
40
49

2010

100
100
65
57
100
21
37
33
40
49

* Company dissolved subsequent to the merger with Romande
Energie SA on 1 January 2011.

Period

2001-2011
2010-2020
2010-2020

Maturity

28.03.2011
07.07.2020
07.07.2020

2011

Number of
shares

12 765

12 765

29 409
42 174

CHF 000

6 153

6 153

13 696
19 849

2011

50 000
50 000
100 000

2010

Number of
shares

9 765
3000
12 765

29 409
42 174

2010

25000
50 000
50 000
125 000

CHF 000

1572
4581
6 153

13 696
19 849



NOTE 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 21 May 2012.

NOTE 5
Significant shareholders

As %

Vaud Canton

Vaud municipalities
Alpiq

Groupe e

BKW FMB Energie SA

Banque Cantonale Vaudoise

NOTE 6
Fire insurance value

In CHF thousands

Fire insurance value of buildings

NOTE 7
Miscellaneous liabilities

The company is part of a VAT group and is therefore jointly
and severally liable to the Swiss Federal Tax Administration
for VAT debts incurred by the other members of the group.
The company has issued a guarantee of EUR 19.7 million in

2011 2010
38.6 38.6
14.1 14.1
10.5 10.5
5.8 5.8

5.0 5.0
3.4 35
2011 2010
33475 32273

favour of a supplier of power generation equipment, in order
to cover payments agreed between its subsidiary, Romande
Energie Renouvelable SA, and the supplier.

Romande Energie Group Financial Review 2011
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B ROMANDE ENERGIE HOLDING SA - COMPANY FINANCIAL STATEMENT

NOTE 8
Compensation paid to members of
the Board of Directors

Social Total Social

Compen- insurance received in Compen- insurance

In CHF sation costs 2011 sation costs
Mustaki Guy Chairman 104 200 8 586 112 786 102 400 8192
Martz Wolfgang Vice Chairman 74 300 6 122 80 422 73 400 5872
Ballif Laurent Member 46 200 - 46 200 40 800 -
Budry Christian Member 53 400 4 400 57 800 48 000 3840
Ghillani Paola Member 49 200 4 054 53 254 43 200 3456
Grobéty Bernard Member 56 400 4 647 61 047 53 400 4272
Lattion Antoine Until 17.05.11 27 550 1818 29 368 66 600 5328
Leonardi Giovanni Member 39 000 865 39 865 42 000 -
Miauton Jean-Jacques Member 56 000 4614 60 614 51500 4120
Pidoux Jean-Yves Member 55 500 55 500 52 800 -
Schmutz Daniel Member 43 800 1925 45725 43 200 3456
Veuthey Alphonse-Marie Member 54 872 3298 58 170 -
Total 660 422 40 329 700 751 617 300 38536

This compensation includes the remuneration paid by other Group companies (>50%).

Total
received in
2010

110 5692
79 272
40 800
51 840
46 656
57 672
71928
42 000
55 620
52 800
46 656

655 836

As any (energy) transactions with the directors were executed at market prices, they are not included in the above list.

NOTE 9
Compensation paid to members of
the Executive Board

Allowances for Social

Variable representation insurance
In CHF Base salaries salaries Total salaries expenses costs
2011
Total compensation 1407 711 915 197 2 322 908 101 400 455 754
Highest compensation
Urech Pierre-Alain, CEO 375 509 324 000 699 509 18 000 131 654
2010
Total compensation 1390 125 861 100 2 251 225 101 400 458 371
Highest compensation
Urech Pierre-Alain, CEO 372909 303 000 675 909 18 000 134 345
NOTE 10

Risk management

Total

2 880 062

849 163

2 810 996

828 254

The Group has appointed committees to manage specific ~ €d and adapted to business risks and the Group’s sphere

risks such as those associated with the supply of electrici- of activities.

ty. A risk manager coordinates the work of these commit-  The ICS is fully compliant with the law. At the same time,
tees and the procedures involved in risk management. it enables Management to monitor the most important
The internal control system (ICS) is thoroughly document- processes within the company, which have a significant

impact on financial reporting.
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Recommended appropriation of retained earnings

In CHF thousands

Income brought forward
Dividend retained on own shares (Art. 6569 CO)
Net income for the year

At the disposal of the General Meeting

Dividend of CHF 25 per share
Balance carried forward
Total

On behalf of the Board of Directors
Guy Mustaki, Chairman

Olivier Rapin, Corporate Secretary

31.12.11

482 475
1055
80 990
564 520

28 500
536 020
564 520
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P.O. Box
CH-1002 Lausanne
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To the General Meeting of

Romande Energie Holding SA, Morges

Lausanne, 23 March 2012

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 48 to 52), for
the year ended 31 December 2011.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance
with the requirements of Swiss law and the company’s articles of incorporation. This responsibility
includes designing, implementing and maintaining an internal control system relevant to the prepa-
ration of 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 account-
ing 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 disclo-
sures in the financial statements. The procedures selected depend on the auditor’s judgment, in-
cluding 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 pro-
cedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control system. An audit also includes evaluating the
appropriateness of the accounting policies used and the reasonableness of accounting 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 opin-
ion.

o7 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 2010 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 1item 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 submit-
ted to you be approved.

Ernst & Young Ltd
¢ J
erge Clément

Licensed audit expert Licensed audit expert
(Auditor in charge)
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Abbreviations

EBIT Earnings Before Interest and Taxes

EBITDA Earnings Before Interest, Taxes, Amortization and
Depreciation

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

FMA Forces Motrices de I'Avangon SA

FMHL Forces Motrices Hongrin-Léman S.A. (FMHL)

IFRS International Financial Reporting Standards

RE Romande Energie SA

REC Romande Energie Commerce SA

SEBV Société Electrigue du Bas-Valais

SECVI Société électrique de Champéry — Val-d'llliez SA

SEFA Société Electrigue des Forces de I'Aubonne

SEVM Société électrique Vevey-Montreux

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