2013

Alpiq Ltd. Group
(Part of the Alpiq Group)




2013 Financial Highlights

Alpiq Ltd. Group

Results of
operations
before
exceptional Results
items under IFRS
% Change
2012-2013
(results of 2012 2012
CHF million operations) (restated) 2013 (restated) 2013
Energy sales (TWh) -15.0 89.099 75.749 89.099 75.749
Net revenue -23.1 7,142 5,494 7,142 5,494
Profit/(loss) before interest,
tax, depreciation and
amortisation (EBITDA) -0.9 351 348 63 308
Depreciation, amortisation
and impairment 41.0 -173 -102 -424 -159
Profit/(loss) before
interest and tax (EBIT) 38.2 178 246 -361 149
As % of net revenue 2.5 4.5 -5.1 2.7
Group profit/(loss)
for the year 22.4 214 262 -616 175
Employees ! -39.6 495 299

1 Number of employees at the reporting date
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Alpiq Ltd. Group Performance and Outlook

Introductory remarks

The Alpiq Ltd. Group as part of Alpiq Group generated net revenue of CHF 5,494 mil-
lion, EBITDA of CHF 308 million and EBIT of CHF 149 million in the 2013 financial year.
The conventional asset-intensive energy business remained generally under pressure.
The reported result also reflects the reduced size of the Alpiq Ltd. Group following the
disposal of selected non-strategic interests and the closure of certain businesses. The
cost-reduction programmes already in place are helping to boost profitability. With no
signs of a sustainable improvement in electricity prices in the medium term, extraordi-
nary impairment charges of CHF — 57 million before tax had to be recognised in 2013
for non-current assets and energy contracts, though these charges were much lower
than in previous years. In the reporting period Alpiq also consolidated its activities and
took further steps to strengthen its financial position. In addition to transferring the
high voltage grids to Swissgrid Ltd in January 2013, as required by the regulator,
various interests were disposed of in the course of the year. During the first half of the
year the Group sold its minority interests in Repower AG and Romande Energie SA,
resulting in a cash inflow of around CHF 264 million for Alpiq Ltd. This was followed
in July 2013 by the sale of the majority interest in Societa Elettrica Sopracenerina SA
(SES), resulting in an additional net inflow of around CHF 80 million. The Monthel
industrial power station in the canton of Valais was sold off in December 2013. Overall,
the Alpiq Ltd. Group’s net profit for the year was CHF 175 million, including minority
interests. To allow accurate tracking and delineation of exceptional items, the con-
solidated income statement is also presented below as a pro forma statement. The
following financial review of the Alpiq Ltd. Group relates to operations, i.e. earnings
before exceptional items.
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(pro forma statement before and after exceptional items)

of Financial Position
Consolidated Statement
of Changes in Equity
Consolidated Statement
of Cash Flows

Notes to the

Consolidated

Financial Statements

Investments

Group Auditors

Group Accounting Polici

CHF million

Net ré\)énue

Own wbrk capitélised
Other orperatingrincome

Total revenue
and other income

Energy costs
Employee costs
Other operating expenses

Profit/(loss) before interest,
tax, depreciation and
amortisation (EBITDA)

Depreciation, amortisation
and impairment

Profit/(loss) before
interest and tax (EBIT)

Share of results of

joint ventures and other associates

Net finance costs

Profit /(loss) before income tax

Income tax expense

Group profit/(loss) for the year 7

10

2012 2012

(restated) (restated) 2013

Results of Results of

operations operations
before excep- Exceptional Results under before excep- Exceptional
tional items items IFRS tional items items’

7,142 7,142 5,494

18 18 9

91 54 145 119

7,251 54 7,305 5,622
-6,586 -341 -6,927 —-4,944 -37

-69 -69 -67
-245 -1 -246 -263 -9
351 -288 63 348 -40
-173 -251 -424 -102 -57
178 -539 -361 246 -97

18 -342 -324 26

-43 1 -42 -17
153 -880 -727 255 -97

61 50 (RN 7
214 -830 -616 262 -87

2013

Results under
IFRS

5,494

9

125

5,628
-4,981
-67
-272

308
-159

149

26
=17
158
17
175

1 Include impairment allowances as well as proceeds from the sale of business



Alpiq Ltd. Group results of operations (excluding exceptional items)

The year under review saw a slight improvement in the general economic outlook. For
the first time in almost two years the European economy showed signs of growth, and
the US Federal Reserve is aiming to gradually cut back its monthly bond purchases.
Nevertheless, the policy of cheap money, both in Europe and the USA, will continue to
affect developments for some time, since there are still no signs of a sustained eco-
nomic recovery or any lasting solution to the debt problem in Europe. Spot and for-
ward prices on electricity markets predominantly continued to fall in 2013, driven not
only by lower prices for CO, certificates and coal, but also by an ongoing surplus in
subsidised power generating capacity. To address this situation, more and more power
plant operators are planning to take currently unprofitable plants as well as perma-
nently loss-making plants off the grid. This move also affects primarily newer, more
efficient gas-fired combined-cycle power stations which are currently unable to com-
pete due to higher gas prices and correspondingly negative margins compared to
coal-fired power stations. Several regulatory changes will also have a permanent
impact on markets in the future. On the one hand, intervention in the European Unit
Amount certificate market in the form of the recent decision in favour of back-loading
(targeted control over prices by withholding certificates in order to make CO, emis-
sions more expensive again), the spread of market couplings to roughly ten countries
in Europe, and the subsequent introduction of the low-based method (coupling of
electricity markets with different exchange systems through the efficient use of cross-
border transmission capacities) will change prices and their spreads in the individual
regions. On the other hand, the new German government’s higher expansion targets
and an adjustment in the market design are fuelling expectations of a change in the
law on renewable energies.

Amidst a turbulent environment, the Alpiq Ltd. Group posted a satisfactory operating
result. This primarily reflects the reduction in business operations and the lower
volume of power generated compared to the prior year, albeit with an improved EBIT
margin. Average earnings generated by the Swiss activities were slightly below the
prior-year level. Earnings were also driven down by the significantly lower volumes of
power marketed due to the extended annual revision of the Gésgen nuclear power
station. While production costs for hydraulic energy remained stable, nuclear power
production costs were higher, chiefly due to investment in safety measures. This, toge-
ther with the price effect, exerted further pressure on the margin situation. The man-
datory sale of the transmission grid to Swissgrid Ltd at the beginning of 2013 gave rise
to a further significant reduction in the results compared to the prior year. The results
were positively impacted by the generally good hydrological conditions in 2013 as well
as by the court ruling which awarded compensation to power generating facilities for
the costs wrongfully charged for ancillary services during 2009 and 2010. On the open
market, however, electricity was sold at lower prices although this negative effect was
mitigated by short-term optimisation transactions.
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The thermal power generating facilities, most of which are located abroad, delivered
comparable results to the prior year. Main negative profitability driver had been the
pressure on clean spark spreads, the lower volume of CO, allocated certificates, and
negative regulatory intervention such as the energy reform law in Spain which came
into force in 2013. However, thanks to lower costs the power plants in Csepel (Hun-
gary) and Plana del Vent (Spain) were able to keep their result on prior year level
although the Spanish government’s austerity measures (which virtually halve capacity
payments), coupled with less favourable gas procurement conditions, had an addi-
tional negative impact. In the Swiss market, the absence of contributions from SES
following its sale initially led to lower interim results. Since the company had been
classified as held for sale since the end of 2012, no further write-downs were made in
2013, thus compensating for the initial reduction caused by the absence of SES contri-

butions to the results.

Net finance costs were lower year-on-year. While income from interests in associated
companies and partner plants was higher, the effective interest expense was lower due
to repayment of debts. Income tax was lower due to the realisation of uncapitalised

loss carryforwards from prior years.

Outlook

The persisting, strong subsidisation of wind power and photovoltaics, as well as low
coal and CO, prices, and low electricity demand in many EU countries due to the eco-
nomic climate will continue to put pressure on wholesale prices. In addition, further
regulatory and fiscal measures, such as the recent decision on an additional levy for all
wind and solar farms in Bulgaria, could reduce margins. Furthermore, nuclear and
hydropower product costs will continue to increase. In order for Swiss hydropower to
be able to play its central role in the energy policy turnaround, politics and the industry
are now called upon to create the necessary framework conditions so that this sus-
tainable energy source, so important to Switzerland, can be profitably operated in the
future. The current operating result is positively influenced by higher forward prices,
which were traded on the electricity market two or three years ago. In the meantime,
these prices have continued to drop and will impact results in the coming years. At the
end of 2013, the company approved a new strategy and has already begun with the
transformation of the Group. Alpiq will develop from a capital intensive power
producer to an energy service provider. This will also put Alpiq Ltd. Group in a sus-
tainable, competitive position in the new market environment and will lessen the
impact that the fallen energy prices will have on earnings.



Consolidated Financial Statements of the Alpiq Ltd. Group

Consolidated Income Statement

2012
CHF million (restated) 2013
Net re\}é‘ﬁﬁé ....................... 7,'.1.42. I ,5.'494
Own work Vcapitalised - - - . 7 18. o 79
Other opeféting income” - - . 7 145. o 125
Total revéhue and othéf income - - . 7 7,305. o 5,628
Energy coéfs - - - . 7 —6,927. o —4,981
Employee Eosts - - - . 7 -69 - —67
theféof wages ancrlrsalaries - - . 7 -51 - —48
theréof pension cdéts and othef émployee cosfé . 7 —18. o - 179
Other opeféting expensersr - - . 7 —246' o —272
Profit/(loéé) before intérrest, tax, - - . 7 - 7
depreciation and amortisation (EBITDA) 63 308
Depreciatirorn, amortisatidh and impairrﬁent - . 7 —424' o —159
Profit/(loéé) before intérrest and ta)V(V(EBIT) h . 7 -361 - 149
Share of rééults of joint \)éntures and &her associatersr . 7 —324. o 26
Interest exrbense - - - . 7 -42 - —21
Interest inﬁbme - - - . 7 9 - 77
Other net rfrinance incomér - - . 7 —9. o ;3
Profit/(loéé) before incame tax - - . 7 -727 o 158
Income ta)?expense - - - . 7 111 - 177
Group prbfit/(loss) forrtrhe year - - . 7 —616. o 175
Attributable to non-controlling interests 6 7

Attributabrlre to owners ofrAIpiq Ltd. - 7 -622 o 168
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of Cash Flows
Notes to the
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Group Accounting Po

and Investments

Group Auditors

2012
CHF million (restated) 2013
Group prof|t/(|oss) forthe ,year ........................... _616 175
Cash ﬂowrhedges taken rtro equity -12 . 73
Income ta)?expense - . 7
Net of incérme tax -12 - 73
IAS 39 effects of changes in equity
of joint ventures and other associates -14 18
Income takrexpense - - 3 - 4
Net of incbrme tax -1 a 14
Exchange differences on translation of foreign subsidiaries -1 1
Items that are or may be reclassified
subsequently to Income Statement, net of tax -24 18
Actuarial bfofit/(loss) frofh pension scHémes —10' 7 75
Income takrexpense - - 2 a ;2
Net of incbrme tax -8 . 73
IAS 19 effects of changes in equity
of joint ventures and other associates -1 39
Income takrexpense - - 2 a ;7
Net of inC(r)rme tax -9 a 32
Items that will not be reclassified
to Income Statement, net of tax -17 35
Other corﬁprehensive irﬁcome
for the period, net of income tax -41 53
Total corﬁbrehensive iﬁéome for thé year -657 a 228
Attributable to non-controlling interests 5 7
Attributabrlé to owners orfrAIpiq Ltd. - —-662 - 221




Consolidated Statement of Financial Position

Assets
1Jan 2012 31 Dec 2012
CHF million (restated) (restated) 31 Dec 2013
Property, plant and equipment 2A,A5‘39. 2A,A1‘88. - A2A,08AS
*thereof land and buildingé - 7 84 7 72 69
thereof poWér generatiornr asssets o 7 1,898. 7 1,807 - 1,765
thereof trahémission asséfs o 7 380. 7 194. o 191
thereof othre'r plant and éduipment o 7 81 . 7 48' o 76
thereof asséfs under conrsrtruction o 7 96 . 7 67 - 54
Intéhgible assets - - o 7 357. 7 291 - 292
- thereof goédwill - - 7 311 . 7 254' o 241
thereof enél;gy purchaserrrights o 7 22 . 7 - 7
thereof othre'r intangible éssets - 7 24. 7 37 - 51
Invéétments in joirnrt ventures ahd other o 7 . 7 - 7
associates 1,566 857 1,018
Othér non—currenrtrfinancial asséts o 7 22 . 7 23 - 146
B thereof Ioarnrs receivable - - 7 7. 7 5. o 128
thereof finéhcial investménts o 7 15. 7 18. o 178
Deférred income ﬂax assets B o 7 1 . 7 1 - 71
Noﬁ-current asséfs B o 7 4,485. 7 3,360. o 3,542
Invéhtories - - o 7 14. 7 7. o 170
Tradé and other réﬁeivables B o 7 845. 7 730. o 735
B thereof tradé receivablesw - 7 781 . 7 662' o 668
thereof other receivables - 7 64 7 68 67
Term deposits - o 313 ' 63 148
Caélﬁ and cash eqru'ivalents - o 7 410. 7 845. o 538
DefiVative financiéi instrumentsﬂ - 7 488. 7 531 - 632
Preﬁayments andra'ccrued incorﬁe o 7 51 . 7 45. o 23
Cun;fent assets B B o 7 2,121 . 7 2,221 - 2,086
Assets held for sale - - 7 782 7 973' o 7

Total assets - h 7,348 6554 5,628
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CHF million

Share capital
Share premium

Retained earnings

Equity attributable to owners of Alpiq Ltd.

Non-controlling interests
Tofél equity -
Prorvrisions
- thereof prorvrisions for
loss-making contracts

thereof provisions for

decommissioning own power stations

thereof othrer provisions
Deférred income féx liabilities -
Retrifement benefirtr obligations -
Lohg-term borrovxr/irngs1 -
OtHér non—currenrtrliabilities
Noﬁ-current Iiab'irlities
Cur;l;ent income té% liabilities
Shéft—term borroWings
Otﬁér current Iiabiiities
- thereof tradé payables
thereof othrerr payables
DerNative financiéi instrumentsﬂ
Ac&uals and deféfred income -
Current liabilities R
Total liabilities
Liabilities held for sale

Total equity and liabilities

1Jan 2012

(restated)

304

14
3,615

3,933

87
4,020
42

37

483
68
698
20
1311

27

380
531
520

457
247
1,642
2,953

375

7,348

31 Dec 2012

304

(restated)

14
3,19

3,514

88
3,602
344

335

342
53
727

1,475 7

o
487
436

51
500
208

1,288

2,763
189

6,554

31 Dec 2013

304
14
2,817
3,135
34
3,169
315

308

300
54
501

1,179

510
471
39
579
175
1,280
2,459

5,628

1 For more details, see page 15 and 16



Consolidated Statement of Changes in Equity

Unrealised Foreign Attribut-
gains and currency able to Non-

Share Share losses un- translation  Retained owners of controlling Total
CHF million capital premium der IAS 39 reserve earnings Alpiq Ltd. interests equity
Equity at 31 December 2011 304 14 -10 -9 3,802 4014 67 4,081
Restatement (see page 18) -81 -81 20 -61
Equity at 1 January 2012 ' 304 14 10 -96 3721 3,933 87 4,020
Profit/(loss) for the period ' -622 -622 6 -616
Other comprehensi\r/«'e'irncome1 —23”. -1 . —16. —40' -1 - —417
Total comprehensi\}é income’ —237. -1 . —638. —662' 5. 7—6577
Effects of common o . . . - 7
control business combinations 2 243 243 243
Dividends ' . . —4' —47
Equity at 31 December 2012 1 304 14 -33  -97 3326 3514 88 3,602
Profit/(loss) for the period 168 168 7 175
Other comprehensi\V/Verirncome 17 1 . 35 . 53 . . 537
Total comprehensi\)é income 17 1 . 203 . 221 . 7. 2287
Dividends 600  -600 3 603
Change in non-con;(l;biling interests . . 758. 7 —587
Equity at 31 Decefﬁber 2013 304 . 14 . —164 -96 . 2,929 . 3,135 . 34 . 73,1697

1 Restated, see page 18
2 See explanatory notes on page 23
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Consolidated Statement of Cash Flows

of Comprehensive Income

Group Accounting Polici

2012

CHF million (restated) 2013
Profit/(loss) before income tax - -7;27 158
Depreciatirorn, amortisatidh and impairr;hent - . 7 424. o 159
Change inr Working capitél - - . 7 - 7
(excl. current financial assets/liabilities) 36 -5
Financial rérsult - - - . 7 366. o ;9
Other non;ﬁash income éhd expenses - - . 7 239. o —63
Income ta>r<rpaid - - - . 7 —64. o —26
Net cash fiows from obérating acti\)ities - . 7 274. o 2‘i4
Property, hlrant and equibhnent and inténgible assets” . 7 —98' o —54
Subsidiaries - - - ' 7 - 7

Corhrmon control stiness combirnations1 - . 7 402 -

Proééeds from disbbsal - - . 7 - 194
Associatesw - - - . 7 - 7

Proééeds from disbbsal - - . 7 277. o 264
Other non;turrent finanéiél assets - - . 7 - 7

Proééeds from salé/repayments - - . 7 8. o 72
Change inr ferm deposits” - - . 7 217. o —78
Purchases/broceeds fromr éale of currehf asset investfdents . 7 8. o 30
Dividends ffom joint venfﬁres, h h . 7 o 7
other associates and financial investments 25 21
Interest re&éived - - - . 7 9. o 77
Net cash fiows from in\)esting acti\)ities - . 7 848' o 386
Dividends Vbaid - - - ' V - —660
Dividends rpraid to non—cdhtrolling intefésts - . 7 —4. o —3
Proceeds frrrom borrowingé - - . 7 35. o 81
Repaymenrtr of borrowinQé - - . 7 —657. o —385
Interest péid - - - . 7 —44' o —22
Net cash fiows from fiﬁancing actiﬁties - . 7 —670. o —929
Effect of éxchange ratrer changes - - . 7 -1 - 71
Change irr\rcash and caéh equivalen{s - . 7 451 - —328
Analysis:
Cash and tésh equivalenfé at 1 Januafy - . 7 415. o 866
Cash and Césh equivalen;cé at 31 Decehﬁber - . 7 866. o 538
Change - - - ' a1 -328

1 See explanatory notes on page 23

The amounts reported above also include cash flows related to “assets and liabilities
held for sale”.

The balance of CHF 866 million in cash and cash equivalents disclosed at 31 Decem-
ber 2012 in the consolidated statement of cash flows also includes CHF 21 million
(1 Jan 2012: CHF 5 million) in cash and cash equivalents attributable to operations held
for sale. At 31 December 2013, no companies were stated as “assets and liabilities held
for sale”.



Notes to the Consolidated Financial Statements

Impairment losses and provisions

As explained at the beginning of the financial report on page 4, long-term prices for
electricity showed no signs of improvement in 2013. In conjunction with the generally
difficult market environment, impairment losses once again had to be recognised in
fiscal 2013, although to a lesser extent than in previous years. As a result of the expec-
ted development of energy prices, the gas-fired combined-cycle power station in
Hungary was particularly affected by the impairment losses. Additionally, a provision
for a long-term purchase contract had to be increased. With respect to Group Center,
impairment losses had to be taken on fixed assets because of reduced operations due
to divestments.

2013: Allocation of impairment losses and provisions

Property,

plant and Intangible
CHF million equipment assets Goodwill Total
Power Generation
Hungary 20 13 33
Other impairment charges 12 12 24
Total impairment
of assets 32 12 13 57
Provision for
loss-making contracts 9

Total impairment
losses and provisions 66
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Property,

plant and Intangible
CHF million equipment assets Goodwill Associates Total
Power Generation
Switzerland 53 354 407
Power Generation Spain 98 3 101
Power Generation Hungary 3 32 35
Sales Romania 21 22 43
Sales Spain 2 2
Other impairment charges 17 17
Total impairment
of assets 171 24 56 354 605
Provision for
loss-making contracts 334
Other provisions
and liabilities 4
Total impairment
losses and provisions 943
Long-term borrowings

31 Dec 2012

CHF million (restated) 31 Dec 2013
Bonds at amortised cost 130 130
Loans payable 597 371
Total 727 501




Bonds outstanding at the reporting date

Effective
Earliest interest Carrying
redemption rate amount at
CHF million Term date % 31 Dec2012
Emosson SA
CHF 130 million face value
2 1/4 % fixed rate’ 2005/2017 26 Oct 2017 2.25 130

Carrying
amount at

31 Dec 2013

130

1 The bond issue is measured at face value, which approximates amortised cost. As a result, the reported nominal and

effective interest rates are identical.

The market value of the fixed rate bond outstanding at the reporting date was
CHF 136 million (2012: CHF 137 million). The interest rate on the bond issued at the

reporting date, relative to face value, was 2.25 % (2012: 2.25 %).

Loans payable

31 Dec 2012
CHF million (restated)
I\/Iaturing‘;‘bAétbween 1 ah‘d 5 years o >‘502. A
Maturing |n more than 57 years - 7 . 7 95. 7
Total ' B ' ' 597

31 Dec 2013

251
120
371

The market value of loans payable was CHF 371 million at the reporting date (2012:

CHF 597 million). The weighted interest rate on loans payable at the reporting date,

relative to nominal value, was 2.95% (3.70 %). Loans of CHF 11 million maturing

within 360 days are recorded as short-term borrowings at the reporting date on

31 December 2013 (31 December 2012: CHF 84 million).

Events after the reporting period

No events requiring disclosure have occurred since the end of the reporting period on

31 December 2013.
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Group Accounting Policies

Significant accounting policies

Basis of preparation of the consolidated financial statements

The consolidated financial statements of the Alpiq Ltd. Group have been prepared in
accordance with International Financial Reporting Standards (IFRS) and interpret-
ations (IFRIC) issued by the International Accounting Standards Board (IASB). They give
a true and fair view of the financial position, results of operations and cash flows of
the Alpiq Ltd. Group. They have been prepared on a historical cost basis, except for
certain items such as financial instruments that have been measured at fair value in
some instances. The notes provide selected explanatory information. The consolidated
financial statements were authorised for issue by the Board of Directors of the Alpiq
Ltd. Group on 28 May 2014.

Adoption of new and revised accounting standards
The Alpiq Ltd. Group has adopted the following International Financial Reporting
Standards (IFRS) and IFRIC interpretations which became effective on 1 January 2013:

—IAS 1 amendments: Presentation of items of Other Comprehensive Income
(1 July 2012)

—IAS 19 rev.: Employee Benefits (1 January 2013)

—1AS 27 rev.: Separate Financial Statements (1 January 2013)

—IAS 28 rev.: Investments in Associates and Joint Ventures
(1 January 2013)

—IAS 1 amendments: Disclosures — Offsetting Financial Assets and Financial
Liabilities (1 January 2013)

—IFRS 10: Consolidated Financial Statements (1 January 2013)

—IFRS 11: Joint Arrangements (1 January 2013)

—IFRS 12: Disclosure of Interests in Other Entities (1 January 2013)

—IFRS 13: Fair Value Measurement (1 January 2013)

Furthermore, prior year comparatives in the consolidated income statement, state-
ment of financial position and notes to the consolidated financial statements have
been reclassified or extended, where necessary, to conform to changes in presentation
in the current reporting period. Where material, notes have been provided. The
changes in presentation also include changes in organisational terms.



IFRS and IFRIC interpretations effective in future periods

The International Accounting Standards Board (IASB) has issued the following new

standards and amendments:

—1AS 19 amendments: Employee contributions (1 July 2014)

—1AS 32 amendments: Offsetting financial assets and financial liabilities
(1 January 2014)

- IFRS 36 amendments: Recoverable amount disclosures for non financial

assets (1 January 2014)

—1AS 39 amendments: Novation of derivatives and continuing designation for
hedge accounting (1 January 2014)

- IFRIC 21: Accounting for public levies (1 January 2014)

—IFRS 9: Financial instruments

Alpiq has applied the IAS 36 amendments early. This does not have any material impact
on the consolidated financial statements. The future application of the other new and
revised standards and interpretations is not expected to have any material impact on
the consolidated financial statements either.

The new and revised standards applied by the Alpiq Ltd. Group primarily had the follo-
wing impact on consolidated financial statements:

IAS 19 rev. Employee Benefits

The revised standard IAS 19 "Employee Benefits” entered into force on 1 January 2013.
The Alpiq Ltd. Group applied the standard retrospectively from 1 January 2012. The
most important change is the elimination of the corridor method; this means that
actuarial gains and losses are now recognised in other comprehensive income in the
period in which they occur. Further, “interest cost” and “expected return on plan
assets”, the key parameter/performance drivers used so far, will be replaced by a net
interest amount. The net interest effect is calculated by applying the discount rate to
the net pension liability or asset. The past service cost will also be recognised in the

income statement in the period in which it occurs.

At the same time as implementing the revised standard IAS 19 “Employee Benefits”,
Alpiqg adjusted presentation of the income statement retrospectively. The net interest
result will now be recognised in finance costs/income (formerly employee costs). This
presentation better reflects the revised interest concept.

IFRS 10 Consolidated Financial Statements / IFRS 11 Joint Arrangements

The new standards IFRS 10 “Consolidated Financial Statements” and IFRS 11 “Joint
Arrangements” announced by the IASB in May 2011 entered into force on 1 Janu-
ary 2013 and are being applied by Alpiq retrospectively from 1 January 2012. IFRS 10
“Consolidated Financial Statements” introduces a new definition of control, also

including the consolidation of special purpose entities and de facto control. IFRS 11
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provides guidance on accounting for arrangements where an entity has joint control
over a joint venture or a joint operation. The main difference to IAS 31 “Interests in
Joint Ventures” is that IFRS 11 no longer focuses on the legal form of a jointly con-
trolled operation. Under the new standard, the classification depends on the specific
rights and obligations of the parties involved in respect of the assets and liabilities and
corresponding earnings and expenses relating to the joint arrangement. An entity
must account for its interest in the assets, liabilities, earnings and expenses of joint
operations. Joint ventures must be accounted for using the equity method.

Kraftwerke Gougra AG, in which Alpiq owns a 54 % interest, was until now accounted
for in the consolidated financial statements as a joint venture using the equity method.
The amendment to the definition of control in IFRS 10 means the company is fully
consolidated. Kraftwerke Gougra AG is a business pursuant to IFRS 3. Identifiable
assets and liabilities are measured at fair value retrospectively to the time of the trans-

fer of control.

Changes in the presentation of the financial statements

Alpiq reviews the presentation of its financial reporting on an ongoing basis to assess
transparency, clarity and accuracy. Where material adjustments or corrections are ne-
cessary, prior year figures are restated. In this Financial Report, the following changes
have been made since the previous year:

Changes in the presentation of the consolidated statement of cash flows

During the reporting period, Alpig reviewed the presentation of the consolidated
statement of cash flows in comparison with its competitors in Switzerland and other
countries. Based on the findings, Alpiq now defines “profit / (loss) before income tax”
(formerly “profit / (loss) before interest and tax (EBIT)"”) as a starting point for the
statement of cash flows. Alpiqg has also reclassified the items “interest received” in cash
flow from investing activities and “interest paid” in cash flow from financing activities
(formerly a component of cash flow from operating activities). Furthermore, the posi-
tion “dividends from joint ventures, other associates and financial investments” was
reclassified in cash flow from investment activities (formerly a component of cash flow
from operating activities). As a result of the reclassifications, net cash flow from ope-
rating activities increased by CHF 10 million and cash flow from investing activities
increased by CHF 34 million while cash flow from financing activities decreased by
CHF 44 million compared to reported values in 2012. Alpiqg has also restructured posi-
tions within cash flow from operating activities. However, these amendments have not
changed cash flow overall. The prior year presentation has been adjusted accordingly.
The changes better reflect Alpiqg’s cash flows, increase transparency and allow better

comparison with competitors.



Basis of consolidation

The consolidated financial statements of the Alpiq Ltd. Group comprise the consoli-
dated financial statements of Alpiq Ltd., domiciled in Switzerland, and its subsidiaries.
The financial statements of the subsidiaries are prepared for the same reporting year
as the parent company, using consistent accounting policies. All intragroup balances,
transactions, income and expenses are eliminated in full.

Subsidiaries are entities which are controlled by the Alpiq Ltd. Group, either directly
or indirectly. These entities are consolidated from the date of acquisition. Companies
are deconsolidated or accounted for under investments in associates or financial

investments when the control over the entity ends.

Investments in joint ventures and other associates in which the Alpiq Ltd. Group has
significant influence are accounted for in the consolidated financial statements using
the equity method.

In accordance with IAS 39, all other investments are recognised at fair value and in-
cluded in noncurrent assets as “financial investments”.

All significant companies included in the consolidation are shown on pages 32 to 33
with an indication of the consolidation method applied and other information.

Foreign currency translation

The consolidated financial statements are presented in Swiss francs, which is both the
functional currency of Alpiq Ltd. and the presentation currency. The functional
currency of each entity in the Group is determined by the economic environment in
which it operates. Transactions in foreign currencies are recorded in the Group entity’s
functional currency at the exchange rates prevailing at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated into
the functional currency at the closing rate of exchange ruling at the reporting date.

The resulting exchange differences are recognised in the income statement.

Long-term receivables from, and loans payable to, a foreign operation for which
settlement is neither planned nor likely to occur in the foreseeable future are, in sub-
stance, part of the net investment in that foreign operation. The resulting exchange
differences are recognised separately in other comprehensive income as part of the
foreign currency translation reserve and recognised in profit or loss in the relevant
period on liquidation or disposal of the foreign operation.

The assets and liabilities of subsidiaries are translated into Swiss francs at the closing
rate of exchange prevailing at the reporting date. Income and expense items are trans-
lated at the average exchange rates for the reporting period. The exchange differences
arising on translation are recognised as a separate item in other comprehensive
income. On disposal of a subsidiary or loss of control, and on disposal of an associate
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or joint venture or loss of significant influence, the cumulative translation differences
relating to that subsidiary are recognised in the income statement in the period in
which the subsidiary is disposed of or control ceases.

The following exchange rates were used for currency translation:

Closing rate at Closing rate at Average rate Average rate
Unit 31 Dec 2012 31 Dec 2013 for 2012 for 2013
— v e————
1 EUR ' 1207 1228 1205 1.231
100 CZK ' 480 448 479 4.74
100 HUF ' o4 o4 o042 0.41
100 NOK ' 1643 1468 1613 15.80
100 PLN ' 2963 2955 2882 29.33
100 RON ' 2716 2746 2705 2786

Intra-group transactions

Goods and services provided between entities within the Group are invoiced at con-
tractually agreed transfer or market prices. Electricity generated by joint ventures is
invoiced to the shareholders at full cost under the existing joint venture agreements.

Revenue recognition

Revenue from the sale of goods and services is recognised in the income statement
when the goods or services are delivered. The Group recognises energy contracts
entered into for trading purposes with the intention of profiting from short-term
volatility in market prices on a net basis in revenue (net gains and losses from trading).

Income tax
Income tax is calculated on taxable profits using tax rates that have been enacted by
thereporting date and are applicable to the individual companies’ financial statements.

Income tax expense represents the sum of current and deferred income tax.

Deferred income tax is provided on temporary differences between the recognition of
certain income and expense items for financial reporting and for income tax purposes.
Deferred tax arising from temporary differences is calculated using the balance sheet
liability method. Deferred tax is not recognised for differences associated with invest-
ments in subsidiaries, associates and interests in joint ventures that will not reverse in
the foreseeable future and where the timing of the reversal is controlled by the Group.

Deferred tax assets are recognised when it is probable that they will be realised.



Borrowing costs

Borrowing costs are generally expensed in the period they occur. Borrowing costs
directly attributable to the acquisition, construction or production of a qualifying asset
that takes a substantial period of time to get ready for use are capitalised. Capitalised
interest is calculated on the actual amount paid in the period from the date of acqui-

sition or commencement of construction to the use of the asset.

Discontinued operations and non-current assets held for sale

An asset is classified as held for sale if its carrying amount will be recovered princi-
pally through a sale transaction rather than through continuing use. The asset must be
available for immediate sale in its present condition, and the sale must be highly pro-
bable within the next 12 months. The same applies to a group of assets and associated
liabilities that are to be disposed of together in a single transaction (disposal group).

The Alpiq Ltd. Group measures non-current assets and disposal groups classified as
held for sale at the lower of book value amount and fair value less costs of disposal.
These assets or disposal groups, once classified as held for sale, are no longer depre-
ciated or amortised. The assets and liabilities are presented separately from other
Group assets and liabilities in the statement of financial position.

Property, plant and equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and
any impairment losses. Depreciation is calculated on a straightline basis over the esti-
mated useful lives of each class of asset, or to the expiry date of power station licences.
The useful lives of the various classes of assets range as follows:

Buildings 30-60 years

Land only in case of impairment
Power generation assets 20-80 years

Transmission assets 15-40 years

Machinery, equipment and vehicles 3-20 years

Assets under construction if impairment is already evident

Obligations to restore land and sites after licence expiry or decommissioning are
accounted for individually in accordance with the terms of contract. Estimated costs
for restoration (including decommissioning costs) are included in the costs of acqui-
sition and manufacture and are accounted for as provision. Replacements and impro-
vements are capitalised if they substantially extend the useful life, increase the capa-

city or substantially improve the quality of output of assets.

Costs relating to regular and major overhauls are recognised in the carrying amount
of the item of property, plant and equipment as a replacement if the recognition cri-
teria are satisfied. Repairs, maintenance and ordinary upkeep of buildings and opera-

ting facilities are expensed as incurred.
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The carrying amount of an item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are expected. Any gain or loss ari-
sing on disposal of the asset is recognised in the income statement.

The residual value and useful life of an asset are reviewed at least at each financial year
end and adjusted, if appropriate.

Business combinations and goodwiill

Business combinations are accounted for using the acquisition method. The cost of an
acquisition comprises the consideration given to acquire the assets, liabilities and con-
tingent liabilities of the acquiree. The consideration is measured as the cash paid, the
fair value of the assets given and liabilities incurred or assumed, at the date of ex-
change. The net assets acquired, comprising identifiable assets, liabilities and contin-
gent liabilities, are recognised at their fair values. Costs incurred in connection with a

business combination are expensed as incurred.

Where the Group does not acquire 100 % ownership, the non-controlling interests are
recognised as a component of consolidated equity. For each business combination,
Alpig measures the non-controlling interest in the acquiree, either at fair value or at
the proportionate share of the acquiree’s identifiable net assets. However, non-con-
trolling interests over which the Alpiq Ltd. Group holds options (call options) or has
granted options (written put options), are only recognised as non-controlling interests
when the strike price is based on fair value. Such call options are recorded at fair value
and put options at the present value of the exercise price.

The Group treats the acquisition of non-controlling interests as a pure equity trans-
action. Any difference between the purchase consideration and net assets acquired is

taken to retained earnings.

Goodwill represents the difference between the cost of acquisition and the fair value
of the Group’s share of the identifiable net assets acquired. Goodwill and fair value
adjustments to net assets are recognised in the acquiree’s assets and liabilities in that
company’s functional currency. Goodwill is not amortised but is tested for impairment
at least annually. Goodwill may also arise from investments in associates, being the
difference between the cost of investment and the Group'’s share of the fair value of
the identifiable net assets. Such goodwill is recognised in investments in associates.

Common control business combinations
A common control business combination is a combination in which all of the business
that are to be combined are ultimately controlled by the same party, both before and

after the business combination, where this control is not temporary in nature.



In the case of combinations of businesses under common control, the Alpiq Ltd. Group

applies the pooling of interests method. The combinations are recognised as of the key
date of the transaction in question, without any adjustment made to prior-year fi-
gures. The application of the pooling of interests method results in the difference
between the payment transferred and the net assets received being booked directly
to equity. The Alpiq Ltd. Group reports these equity effects as "Effects of common
control business combinations”. The inflows of funds resulting from such transactions
are stated as a separate item under income from investment activities.

Intangible assets
Intangible assets acquired are initially measured at cost and are subsequently carried
at cost less any accumulated amortisation and accumulated impairment losses.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intan-
gible assets with finite lives are amortised on a straightline basis over their useful
economic lives and assessed for impairment whenever there is an indication that they
may be impaired. The amortisation period and the amortisation method are reviewed
at least at each financial year end.

Energy purchase rights

Energy purchase rights are recorded as intangible assets in the statement of financial
position. They comprise prepayments for rights to purchase energy in the long term,
including capitalised interest. Depreciations of energy purchase rights are performed
in line with the scope of the energy purchases made each year in relation to the total
energy purchase quantity contractually agreed.

This item also includes long-term energy purchase agreements acquired in business
combinations.

Impairment of property, plant and equipment and intangible assets

Property, plant and equipment and intangible assets are reviewed at least annually to
determine whether there is any indication of impairment. In particular, this assessment
is performed when changes in circumstances or events indicate that the carrying
amounts may not be recoverable. If the carrying amount exceeds the estimated reco-

verable amount, the value is written down to the recoverable amount.

The recoverable amount is the higher of an asset’s or cashgenerating unit’s fair value
less costs of disposal and its value in use. Value in use is calculated by discounting the
estimated future cash flows. If the asset does not generate cash inflows that are inde-
pendent of those from other assets, the recoverable amount of the individual asset is

estimated for the cash-generating unit to which the asset belongs.
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An impairment loss previously recognised for an asset is reversed in the income state-
ment if the impairment no longer exists or has decreased. An impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the car-
rying amount that would have been determined, net of depreciation or amortisation,

had no impairment loss been recognised.

The annual impairment review is monitored centrally within the Group.

Impairment of goodwill

Goodwill is allocated to the cash-generating units to which the goodwill relates. These
generally represent the identifiable regional sales, service and production activities.
Goodwill is tested for impairment annually. If the recoverable amount of the cash-
generating unit, i.e. the higher of the unit’s fair value less costs of disposal and its

value in use, is less than the carrying amount, an impairment loss is recognised.

Investments in associates and joint ventures

An associate is an entity over which the Alpiq Ltd. Group is in a position to exercise
significant influence through participation in the financial and operating policy deci-
sions of the investee, and that is neither a subsidiary nor a joint venture. Where
appropriate, companies may likewise be accounted for in the consolidated financial
statements as associates using the equity method even if the ownership interest is less
than 20 %. This applies especially where the Alpig Ltd. Group is represented in the
authoritative decisionmaking bodies, e.g. the Board of Directors, and participates in
the operating and financial policies or where marketrelevant information is exchan-
ged. The Equity Method is also used to assess companies over which Alpiq — although
having an ownership interest in them of 50 % or more — has no control, as a result of
restrictions in articles of association, contracts and organisational rules.

A joint arrangement is the joint control of a joint venture or a joint operation. The
specific delineation is made on the basis of specific rights and duties of the parties
involved with respect to the assets, liabilities, earnings and expenditure associated
with the joint arrangement. For joint operations, assets, liabilities, earnings and
expenditure is recognised proportionately whilst joint ventures are accounted for on

consolidated financial statements using the equity method.

The financial statements of associates and joint ventures are generally prepared using
uniform accounting policies. Companies that apply different accounting standards for
the preparation of their local financial statements also prepare reconciliations to IFRS.

Inventories

Inventories mainly include fuels (gas and coal) to generate electricity and stocks of
materials to produce goods and services. Inventories are stated at the lower of direct
cost, calculated using the average cost method, and net realisable value. Cost includes
all expenditures incurred in acquiring the inventories and bringing them to their sto-



rage location. Production cost comprises all direct material and manufacturing costs

and those overheads that have been incurred in bringing the inventories to their pre-
sent location and condition.

Leases

In total, the Group’s leases are immaterial.

Provisions

Provisions cover all (legal or constructive) obligations arising from past transactions or
events that are known at the balance sheet date and likely to be incurred, but uncer-
tain as to timing and amount. Provisions are measured at the best estimate of the
expenditure required to settle the obligation.

Provisions are recognised at an amount equal to the expected cash outflows discoun-
ted at the reporting date. Provisions are reviewed at each reporting date and adjusted
to reflect current developments. The discount rates used are pretax rates that reflect
current market assessments of the time value of money and the risks specific to the
liability.

Accounting for CO, emission allowances

Allocated CO, emission allowances are initially recognised at nominal value (nil value).
CO, emission allowances purchased to meet the Group’s generation requirements are
initially recorded at cost within intangible assets. A liability is recognised when CO,
emissions exceed the emission allowances originally allocated. The liability is measured
at the cost of purchased allowances up to the level of purchased allowances held. That
portion exceeding the CO, emission allowances held is recognised at fair value at the
reporting date. Changes in the liability are recorded as energy costs.

Emission allowances held for trading, for example to optimise the energy portfolio, at
the reporting date are measured at fair value and recorded in inventories.

Pension schemes

The Group operates a number of pension schemes as required by law.

Swiss consolidated Group companies in the Generation, Commerce & Trading business
divisions as well as in the Group Centre participate in a legally independent pension
scheme of the Swiss defined benefit type that meets the criteria of a defined benefit
planunderlAS 19.On 1 April 2014, this pension plan will be switched to a Swiss defined
contribution plan which also meets the criteria of a defined benefit plan in accordance
with IAS 19. Employees of foreign subsidiaries are generally covered by state social
security schemes or independent defined contribution pension plans in accordance
with national practices. These plans meet the criteria of a defined contribution plan
according to IAS 19.
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Employees of foreign subsidiaries are generally covered by state social security schemes
or separate defined contribution pension plans in accordance with national practices.

The defined benefit obligation is calculated on an annual basis by independent pen-
sion experts using the projected unit credit method. This accrued benefit method
prorated on service recognises not only the known benefits and benefits accrued at
the reporting date but also expected future salary and pension increases. Generation
tables are used in order to reflect mortality rates. These are based on the latest morta-
lity data from pension funds and take account of future changes in mortality over time.
The discount factor applied, respectively the projected interest rate for retirement
assets, is based on the yields generated on the reporting date for first-class fixed-
income corporate bonds on the market. The net interest result is recognised directly in
finance costs/income; any remaining employee benefit costs are included in employee
costs. Actuarial gains and losses are recognised in other comprehensive income as part
of equity in the period in which they occur. Past service costs are recognised in the
income statement as employee costs.

All plans are generally funded by employer and employee contributions. Employer
contributions paid or owed to pension schemes that provide defined contribution pen-
sion plans are recognised directly in the income statement.

Contingent liabilities
Potential or existing liabilities, where it is not considered probable that an outflow of
resources will be required, are not recognised in the statement of financial position.

Financial instruments
Financial instruments include cash and cash equivalents, term deposits, investments in
securities, derivative financial instruments, financial investments, receivables as well as

short-term and long-term financial liabilities.

Financial assets and liabilities
In accordance with the applicable rules under IAS 39, financial assets and liabilities are
classified as follows and measured uniformly according to their classification:

—financial assets or liabilities at fair value through profit or loss,
- loans and receivables,

— available-for-sale financial assets and

- other financial liabilities.

Financial assets and liabilities are recognised initially at fair value (plus or less transaction
costs respectively, except in the case of assets or liabilities recorded at fair value through
profit or loss). All regular way purchases and sales of financial assets are recognised on the
trade date.



Financial assets or liabilities at fair value through profit or loss

Financial assets classified as held for trading are acquired principally for the purpose
of generating a profit from short-term fluctuations in price. Derivatives are also classi-
fied as assets or liabilities held for trading. In addition, financial assets or liabilities can
be included in this category if the criteria in IAS 39 are met.

After initial recognition, derivative financial instruments held for trading in the energy
business are carried at fair value, with changes in fair value recognised in net revenue
in the period in which they occur. For a few positions where no active market price is
available, fair value is determined using a price curve model. Other derivatives held for
trading and other financial instruments designated in this category are subsequently
recorded at fair value, with changes in fair value recognised in finance income or costs.

Financial investments, where investment and disposal decisions are based on changes
in fair value, are classified as “financial assets or liabilities at fair value through profit
orloss”. Such a classification is in line with the Alpiq Ltd. Group’s financial risk manage-

ment policy.

Loans and receivables

Loans and receivables are financial assets created by the Group by providing loans,
goods or services to third parties. As a rule, they are subsequently measured at amor-
tised cost using the effective interest method. Gains and losses are recognised in the
income statement when the financial asset or financial liability is derecognised or

impaired.

The category of loans and receivables also includes cash and cash equivalents. These
comprise cash at banks and in postal accounts, demand deposits and term deposits

with a maturity of 90 days or less.

Receivables are recognised at nominal value, less provision for impairment. Trade
receivables from customers who are also suppliers are offset against the respective

trade payables where netting agreements are in place.

Available-for-sale financial assets
All other financial assets are classified as available-for-sale. Changes in the fair value
of items classified as available-for-sale are recognised in other comprehensive income

and only transferred to the income statement upon disposal.

Other financial liabilities
These liabilities include short-term and long-term payment obligations, which are
stated at amortised cost, as well as accruals and deferred income.



Consolidated
Income Statement
idated Statement
ehensive Income
dated Statement

of Financial Position
of Cash Flows
Consolidated
Financial Statements
Group Accounting
and Investments
Group Auditors

of Changes in Equity

X
[}
o
=
3
o
©
c
©
[
3
c
©
E
s
o
£
(9]
o

Consolidated Statement
Consolidated Statement

Impairment and uncollectibility of financial assets
The Group assesses at each reporting date whether there is any objective evidence that
a financial asset or a group of financial assets is impaired.

For assets carried at amortised cost, the amount of the loss is measured as the diffe-
rence between the asset’s carrying amount and the present value of estimated future
cash flows discounted at the financial asset’s original effective interest rate. The
amount of any loss is recognised in the income statement. A previously recognised
impairment loss is reversed in the income statement if the impairment no longer exists
or has decreased. An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been deter-
mined if no impairment loss had been recognised.

For assets carried at cost, the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows dis-
counted at the current market rate of return for a similar financial asset. Losses are
recognised in the income statement.

When a decline in the fair value of available-for-sale financial assets has been recog-
nised in equity and there is objective evidence of impairment, a loss (measured as the
difference between acquisition cost and the current fair value) is removed from equity
and recognised in the income statement. Whereas impairment losses on debt instru-
ments are reversed through the income statement, any subsequent increase in the fair
value of equity instruments afterimpairmentis not recognised in the income statement.

Hedge accounting

Alpiq uses energy, foreign currency and interest rate derivatives to hedge exposure to
variability in cash flows that is attributable to highly probable forecast transactions
(cash flow hedges).

Before designating a new hedging instrument, the Group conducts a thorough ana-
lysis of the risk situation, describes the effect of the hedging instrument and docu-
ments the objectives and strategy for undertaking the hedge, together with the
methods that will be used to assess and measure its effectiveness on an ongoing basis.
The designation of a new hedging instrument is formally authorised. Hedge relation-
ships are assessed on an ongoing basis to determine that they actually have been
highly effective throughout the financial reporting period.

The effective portion of the gain or loss on a hedging instrument is recognised directly
in other comprehensive income, while any ineffective portion is recognised imme-

diately in the income statement.

Amounts recognised in other comprehensive income are transferred to the income
statement in the period when the hedged transaction affects profit or loss.



If the forecast transaction or firm commitment is no longer expected to occur, amounts

previously recognised in other comprehensive income are transferred to the income
statement. When the hedging instrument expires, is sold, terminated or exercised
without replacement or rollover, or when the hedge no longer meets the criteria for
hedge accounting, amounts previously recognised in other comprehensive income
remain in equity as a separate component until the hedged transaction occurs.

Estimation uncertainty

Key assumptions and sources of estimation uncertainty

The preparation of consolidated financial statements in conformity with IFRS requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and the reported amounts of earnings and expenses. The esti-
mates and assumptions are based on historical experience and expectations of future
events that are believed to be reasonable under the circumstances. They form the
basis for making judgements about the carrying values of assets and liabilities that are
not readily apparent from market data. Actual outcomes could differ from those esti-

mates.

Estimates and assumptions are reviewed on an ongoing basis. Any revisions to esti-
mates and assumptions are recognised and disclosed in the period in which they are
identified.

Impairment of long-term assets

The carrying amount of property, plant and equipment and intangible assets (inclu-
ding goodwill) and investments in joint ventures and other associates of the Alpiq Ltd.
Group was approximately CHF 3.4 billion at 31 December 2013 (previous year: CHF 3.3
billion). These assets are tested for impairment annually. Determining whether assets
are impaired requires estimates of future cash flows expected from the use, electricity
prices, growth rates, discount rates and possible sale values. Actual outcomes may vary
materially from these estimates. Other factors, such as changes in the scheduled useful
lives of assets, technical obsolescence of plants or changes in the regulatory environ-

ment may shorten the useful lives or result in an impairment loss.

Provisions

At 31 December 2013, the carrying amount of the “provision for loss-making con-
tracts” was CHF 308 million (previous year: CHF 335 million). This covers liabilities
existing and risks known at the balance sheet date that relate to energy trading and
sales business. The amount of the provision required was calculated based on a likely
outflow of resources associated with the performance of the contracts. The valuations
are made and reviewed periodically using the discounted cash flow method over the
term of the contractual obligations entered into. Significant inputs used in the valua-
tions, which are subject to certain degrees of uncertainty, and hence may cause some
material adjustments in subsequent periods, are in particular the assumptions regar-
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ding future changes in market prices, long-term interest rates and the effects of cur-
rency translation (EUR into CHF).

Pension schemes

The calculation of the recognised defined benefit assets and liabilities is based on
statistical and actuarial assumptions. The assumptions may differ substantially from
actual circumstances due to changes in market conditions and the economic environ-
ment, higher or lower exit rates, longer or shorter lives of the plan participants and
other estimated factors. Such deviations may have an impact on the pension scheme

assets and liabilities recognised in future reporting periods.

Financial risk management

For full information on financial risk management, please refer to the Annual Report
2013 (pages 85 ff.) of Alpig Holding Ltd.

Disposal of fully consolidated companies

Disposal of companies in the 2013 financial year

Issued Direct

Place of capital in ownership

incorporation Currency millions interest in %

Societa Elettrica Sopracenerina SA  Locarno/CH CHF 16.50 60.9
Alpiq Grid Ltd. Gésgen Niedergdsgen/CH CHF 130.00 100.0
Alpig Csepeli Eromu Kft. Budapest/HU HUF 856.00 100.0

Alpiq transferred its share in the Swiss high voltage grid to the national grid company
Swissgrid Ltd by means of a share deal on 3 January 2013. The grid company Al-
pig Netz AG Gdsgen was subsequently deconsolidated. For this transaction Alpig was
granted Swissgrid shares and a loan receivable, which will be paid off in stages. A first
tranche was paid back in January 2013 and is disclosed as cash flow from the sale of
subsidiaries. The residual loan receivable with a term of ten years includes a conversion
right on the part of Swissgrid under which the shareholder loan may or must be con-
verted into equity subject to certain conditions.



Subsidiaries and Investments
at 31 December 2013

Sales, supply, power generation and services

A|piq‘|;{d_ ...............
Aarewérke AGV
AEK Ehergie AVG
Alpiq Csepel Kft.
Alpiq Csepeli ézolgéltété Kft. 7
Alpiq Energia Espaﬁa S.A.U. 7
Alpiq Hydro Aére AG 7
Alpiq Hydro Tiéino SAV
Alpiq Romlnduﬁtries S.VR.L.
Alpiq Suisse Ltd. 7
Alpig Versorangs AGV(AVAG)V
Aére Energie AG (éen) 7
BleniorKraftwerrke AG 7
Csepel Il Ersmi Kft.
Electrar-l\/lassa AG
Electriéité d'Erhosson SA
Energié Biberisf AG 7
Energié Electridue du éimploan/-\ (E.E.VS)
Engadiner Kraftwerke AG 7 7
KernkrraftwerkrGésgeﬁ—Dénikeh AG
Kernkrraftwerereibstadt AG 7
Kraftvvérk Rberg—Sch\}vérstadf AG
Kraftwérke Gdugra AG 7
Kraftvvérke Hihterrheih AG
Kraftwerke Zervreila AG
I\/Iaggié KraftWerke AG
KrraftwerkrAegina VAG
I\/Ionthrel Ltd. 7 7
Nant de Drancre SA

Romande Energie Commerce SA

Place of
incorporation

OIfen/CH
.Krlingnau/CH
.Srolothurn/CH
.Brudapest/HU
.Brudapest/HU
.Brarcelona/ES
.aningen/CH
Airolo/CH
.Brucharest/RO
.Léusanne/CH
.Orlten/CH
Olten/CH
.Brlenio/CH
.Brudapest/HU
.Naters/CH
.l\/rlartigny/CH
Biberist/CH
.Simplon/CH
Zérnez/CH
Daniken/CH
Leibstadt/CH
.Rrheim‘elden/CH
.Sierre/CH
Thusis/CH
Vals/CH
.Lrocarno/CH
.Orbergoms/CH
.Monthey/CH
.Firnhaut/CH
.Morges/CH

Licence

expiry  Currency

2015

2042
2048
205012074

2070
2039/2084

2042

2037
2035/2048

CHF
CHF

CHF
HUF
HUF

EUR
CHF
CHF
RON
CHF
CHF
CHF
CHF
HUF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF
CHF

Issued
capital in

millions  (voting rights)

303.60

6.00

1493010
20.00

140.00

16.80

20.00
53.00
3.00
461
145.00
50.00
2.00
60.00
754.86
20.00

5.00
8.00
140.00
350.001
450.00
30.00
50.00
100.00
50.00
100.00
12.00
15.00
150.00
15.00

Direct
ownership
interest in %

100.0

101
387
1000
1000
1000
1000
1000
1000
200
9.7
50.0
17.0
1000
15

50.0

250

19
220
400
274
135
540

9.3

216
125
50.0
1000
39.0
1ns

Consoli-
dation

method

F

m:mMm:m:Mm: Mm:mMm: M:|: Mm:Mm:Mm: Mm:O:mMm: m:mM:m: M:mM:=mM: M:=m:mM: m:mM:mM: =m:mMm:m

Busi-
ness
activ-

ity

SuU

G.
SuU
G

SuU

wiuvwin
c:c:C: @

IO OO0 000000 00 0 00 0 n

Reporting
date

31 D‘ecA
30 Junr
31 Decr
31 Decr
31 Decr
31 Decr
31 Decr
31 Decr
31 Decr
31 Decr
31 Decr
31 Decr
30 Sepr
31 Decr
31 Decr
31 Decr
31 Decr
31 Decr
30 Sepr
31 Decr
31 Decr
30 Sepr
30 Sepr
30 Sepr
31 Decr
30 Sepr
30 Sepr
31 Decr
31 Decr
31 Decr

1 Of which CHF 290 million paid in
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Financial Statements

Grid
Direct Busi-
Issued ownership  Consoli-  ness
Place of capital in  interest in % dation activ- Reporting
incorporation Currency millions (voting rights) method ity date
ETRANS Ltd Laufenburg/CH CHF 7.50 18.8 E S 31 Dec
swissgrid Itd Laufenburg/CH CHF  275.72 18.3 E S 31 Dec
Other companies
Holding and finance companies
Direct Busi-
Issued ownership  Consoli-  ness
Place of capital in  interest in % dation activ- Reporting
incorporation Currency millions  (voting rights) method ity date
Alpig Re (Guernsey) Ltd. Guernsey/GB EUR 3.00 100.0 F S 31 Dec
Financial investments
Direct Busi-
Issued ownership  Consoli-  ness
Place of capital in  interest in % dation activ- Reporting
incorporation Currency millions  (voting rights) method ity date
Powernext SA Paris/FR EUR 11.74 5.0 C S 31 Dec

Business activity
SU Sales and supply
G Generation

S Services

Consolidation method
F ”Fully consolidatedﬂ
E  Equity accounted
FV Fair value

C Cost method



Report of the Group Auditors

Ernst & Young Ltd Phone +41 58 286 31 11
Maagplatz 1 Fax +41 58 286 30 04
P.O. Box www. ey com/ch

Building a better CH-8010 Zurich
working world

To the Management of
Alpiq Ltd. Group, Olten

Zurich, 15 Mai 2014

Report of the independent auditor on the financial information prepared on
subconsolidation level of the Alpiq Ltd. Group

As independent auditor and in accordance with your instructions, we have audited the financial
information prepared on subconsolidation level of the Alpiq Ltd. Group, which comprise income
statement, statement of comprehensive income, statement of financial position, statement of changes in
equity, statement of cash flows and notes (“specified forms” — pages 8 to 33) as of 31 December 2013.
These specified forms have been prepared solely for the purpose to enable Alpig Ltd. Group to present
its financial results on subconsolidation level.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation and presentation of the specified forms in
accordance with the requirements of Alpiq's Financial Accounting Manual (significant accounting policies
are summarized on page 17 to 31), which is designed to comply with International Financial Reporting
Standards ("IFRS"). This responsibility includes designing, implementing and maintaining internal control
relevant to the preparation and presentation of the specified forms 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 specified forms based on our audit. We conducted
our audit in accordance with the International Standards on Auditing ("ISA"). Those standards require that
we plan and perform our audit to obtain reasonable assurance about whether the specified forms are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the specified forms. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the specified forms, 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 specified forms in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’'s
internal control system. An audit also includes evaluating the appropriateness of the accounting policies
used and the reasonableness of accounting estimates made, as well as evaluating the overall
presentation of the specified forms. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.
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Opinion

In our opinion the accompanying specified forms for the Alpiq Ltd. Group as of 31 December 2013 have
been prepared, in all material respects, in accordance with the Alpiq Group Accounting Manual, which is
designed to comply with International Financial Reporting Standards (“IFRS").

_~Ernst & Young Ltd

/o 7 7

oger Muller Max Lienhard
Licensed audit expert Licensed audit expert
(Auditor in charge)
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