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COMPANY STRUCTURE

KONCERNOVERSIGT

ENERGI DANMARK A/S
29.0 %

SEAS-NVEA.mb.A

Waool A/S *)
133%

SEAS-NVE HOLDING A/S

DONG ENERGY A/S ChoosEV A/S
109 % 375%

SEAS-NVE STROMMEN A/S SEAS-NVE TRANSMISSION A/S

SEAS- N
90,0 % 83.9% NVENET A/

ENERGI DANMARK A/S SEAS-NVE KV-NET A/S SEAS-NVE
11.5% KV-PRODUKTION A/S

*) Aktierne i Waoo! A/S overtages formelt i starten af 2011

*) The shares of Waoo! A/S will formally be acquired in early 2011.
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SEAS-NVE annual report 2010

This year SEAS-NVE's annual report will be posted in our online reporting universe at

www.aarsrapport.seas-nve.dk. Here, we have collected all the material, and some of the most

significant stories have been supplemented by video material supporting the figures of the

accounts. It will be possible to print a PDF version from our website.

The PDF version contains the complete version of the official Annual report 2010. On the

website, the section SEAS-NVE Online Magasin is not a part of the official annual report.

FOREWORD

SEAS-NVE achieved a satisfactory annual result, after tax and minority interests, of DKK 111
million in 2010. Behind the result lies an exciting and eventful year both characterised by
extensive strategic initiatives and external influences. Basically, the annual result arises as a
combination of the development within the following five main areas: general tendencies
within society and the market, electricity net, electricity trade, fibre-optic broadband, and

capital interests.

General tendencies

2010 was in many ways influenced by repercussions from the global economic crisis in a
combination of, on the one hand, increasing financial activity and derived higher energy
prices and, on the other hand, a continuous reluctance and limited purchase interest among
private customers that, at the same time, is reflected in continuously increasing provisions

for losses on debtors.

Electricity grid

In 2010, the electricity grids generated a significant part of SEAS-NVE's overall turnover with a
total distributed volume of approx. 4.4 billion kWh, which is the equivalent of approx. 10% of

the total Danish consumption.


http://www.aarsrapport.seas-nve.dk/
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At the same time, the majority of the company's investment needs were found within the
electricity grid area. The investments included the modernisation of the grids and
preparations for future climate requirements as well as an adjustment of the continuous
energy and resulted in, among other things, the laying of cables, rolling out of new intelligent
electricity meters, and bringing the production from the sea wind turbine park Redsand 2 to

shore.

The company maintained its high delivery quality again in 2010. As a result of the increasing
technical quality of the overall grid and the relatively advantageous weather, the delivery
security amounted to 99.99%. The electricity grids as a whole thus contributed positively to

the overall result.

Electricity trade

Just like the electricity grids, the electricity trade accounted for a significant part of SEAS-
NVE's overall turnover in 2010. However, the electricity trade generated a negative

contribution to the overall result of 2010 as opposed to previous years.

The main reason for this was significant fluctuations of wholesale prices on the basis of the
unfortunate combinations of two consecutive hard winters, water shortage in the Nordic
reservoirs, extensive operational problems with Swedish nuclear power, and limitations on
the transfer capacities between the nations. The price risk caused by these events only had a
relatively limited effect on the end customer prices and the electricity trade result reflects
that the financial consequence of the price fluctuations to a large extent is to be found in

SEAS-NVE's result.

2010 was, however, also the year where SEAS-NVE introduced a number of new electricity
products, among other things GlobalEnergi and Culturel, which are products differentiating
themselves compared to SEAS-NVE's more classical electricity products by having a climate

and culture profile.
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Fibre-optic Internet
SEAS-NVE continued its long-term strategy of rolling out high-speed fibre-optic broadband in

the region as an element of the future's intelligent electricity grid and as a customer-oriented
broadband solution in 2010. SEAS-NVE contributes directly and tangibly to the government’s
objective of creating the high-speed society of the future and exploiting the general
digitalisation potential in society through this activity. In order to increase the number of new
customers, SEAS-NVE offered through the main part of the second half of the year to

establish the fibre-optic broadband connection without payment for the set-up.

As something new, SEAS-NVE was furthermore able to offer its own contents product to its
fibre-optic broadband customers through its new, powerful contents company Waoo!
Shareholders and customers can purchase Internet, TV, and telephony of a very high quality
and on advantageous terms through Waoo. The significant strength of the fibre-optic
broadband compared to traditional broadband connections is, among other things, very high,
guaranteed speed and operational stability. SEAS-NVE will formally take over the shares of
the company Waoo A/S in the first quarter of 2011. A significant increase in new customers
during the second half of the year shows that the initiatives were correct to be long term but
the repeal of the set-up payment at the same time affects the year's result negatively. In
view of this, SEAS-NVE has chosen to carry out a total depreciation of the value of the fibre-

optic broadband with DKK 5oo million.

The depreciation reflects the long-term income risk associated with the project when this is
assessed on the basis of the sale's picture right now. The depreciation does not, therefore,
reflect the technical value of the fibre-optic broadband or the customer’s experienced value
of the potential of the fibre-optic broadband. The rolling out of the fibre-optic broadband

thus continues at the same speed.

Capital interests

Whereas SEAS-NVE did not achieve a positive contribution to the overall annual result from

the energy trade in 2010 in the role as an end-customer supplier, the income from production
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and wholesale trade was lucrative and contributed positively to the result through the

company's two main capital interests DONG Energy A/S and Energi Danmark A/S.

SEAS-NVE Holding A/S holds shares in DONG Energy A/S equivalent to an owner share of
10.88%. DONG Energy A/S is Denmark's largest energy group with very diverse activities from
distribution grids and end-customer sales to raw material extraction and electricity

production.

SEAS-NVE's share holding is at the end of 2010 valued at DKK 4.6 billion. The value has been
set on the basis of a comparison between a number of European energy companies based on
an average of multiples in relation to the result and corrected for liquidity. The equivalent
value at the end of 2009 was DKK 4.3 billion, which is the reason why the share holding has
been written up by DKK 332 million in 2010. SEAS-NVE Holding A/S has, furthermore, received
a DKK 52 million dividend from DONG Energy A/S i 2010 on the basis of the 2009 result.

SEAS-NVE has, furthermore, a total of 40.5% of the shares in Energi Danmark A/S. The share
holding is distributed with 29.0% in SEAS-NVE a.m.b.a. and 11.5% in SEAS-NVE Stremmen A/S.
Energi Danmark is one of Scandinavia's leading energy trade groups with diverse activities
ranging from physical and financial electricity trade, CO2 quota trade, trade in gas, wind
energy, and much more. SEAS-NVE's share holding has at the end of 2010 been valued at DKK
292 million, which is the equivalent of SEAS-NVE's share of the intrinsic value. The equivalent
value at the end of 2009 was DKK 255 million, which entails a positive value adjustment of

DKK 37 million in 2010.

Read more about SEAS-NVE's markets, products, and results on the following pages for

clarifying explanations of the year's results in the annual report on page 39.
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THE SURROUNDING WORLD AND MARKET

SEAS-NVE operates on two general markets: The energy market and the fibre-optic
broadband market. These are two very different markets but they are both characterised by

increased competition in these years.

The energy and electricity market

The competition situation

The corporate market is especially characterised by increasing competition on several fronts.
This is particularly the case on the SoHo market!, which has seen the arrival of several
aggressive competitors just as several new electricity trade companies emerge on the other
market in addition to the existing competitors. Many of the new electricity trade companies
choose to focus on the smaller consumption segments - both private and corporate - that
have increased competition on this market. At the same time, we see an increase in the use
of electricity trade brokers acting as independent supply brokers and advising the companies

on electricity purchases and putting their electricity purchases out to tender.

Corporate customers are bound by long-term contracts to a much higher degree than before.
Where it primarily used to be companies with high consumption that were bound by long-
term contracts, this tendency is starting to go further down into the segments. The increased
degree of centralisation of electricity purchases within the companies that we have seen over
the last couple of years continued the same development in 2010. More importance is
attached to energy purchases in the companies and it is beginning to play a more important

part.

At the same time as more newly-established electricity trade companies emerge, the existing
energy companies have become more active and aggressive in their market approach. The
increased competition has also resulted in many new products on the market in one

company's attempt to distinguish itself from the competition. The increased and aggressive

* Small corporate businesses
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competition on the market means that good customer relations never have been as

important as they are now.

Energy market tendencies

The private market

On the private energy market, 2010 saw somewhat fewer customers choosing to change their
electricity supplier compared to 2009. The reason is probably that the difference between the
supply obligation price and other commercial price types has been limited and the potential
saving for the customer thus small. Added to this is the existing companies' increased focus

on their customers and increased loyalty.

As of 1 January, a new law, furthermore, came into effect, which meant that the electricity
companies at the most may bind a private customer to a contract for six months at a time.
The electricity companies' incentive to invest in new customers through advantageous offers

has thus declined as the repayment time is relatively short.

The corporate market

Over the last couple of years energy consumption has started to play an increasingly
important part of corporate considerations, financially as well as environmentally. That this is
of financial interest is supported by the 2010 analysis “Energy savings in corporate life" from
Dansk Energi in which it is concluded that there still remains a huge energy saving potential

even though many companies already have cut back on their energy consumption.

Benchmark and regulations

Danish utility companies have for a number of years been subject to public regulation, which
takes its starting point in @ company's performance benchmark. The purpose of this
regulation is to establish market-similar incentives for the companies to encourage further
liberalisation and to act as catalysts for efficiency improvements within the sector. The
efficiency improvements indirectly entail a consolidation of the sector as the potentials to
optimise one's business vary from company to company - also within electricity grid activities

economies of scale can be found.
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Electricity prices
The electricity market prices underwent major fluctuations in 2010. An unfortunate
combination of a lack of precipitation, cold, and limited Swedish nuclear power made the

Scandinavian electricity prices rise significantly for them to decline again in March.

By the end of 2010, prices went significantly up again and the hourly price at Nordpoolbarsen
reached new heights, and on 7 December it was traded at the highest price ever in Eastern
Denmark; more than DKK 15/kWh. This was, among other things, due to the fact that the
work on the cable between Zealand and Germany (the kontek-cable) meant that power could
not be sent from Germany. The extremely cold and dry weather in the rest of Scandinavia
also meant that Svenske Kraftnat chose to limit the transfer on the cable between Zealand

and Sweden.
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Figure 1: Weekly spot price development for 2010



