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Introduction
Ten years of national grid management

Full power ahead for TenneT

For ten years now, TenneT has been working to ensure a strong and stable national
electricity grid. During that period issues like increasing internationalisation, ongoing
integration of energy markets, continued infrastructural expansion, rising demand for
sustainable energy, and grid innovation have set out the course for TenneT. Together these
developments have created the dynamic, fast-paced environment in which TenneT now
operates. This has prompted us to choose ‘Full power ahead’ as the theme of this year’s
Annual Report.

Since its establishment in 1998, TenneT has developed from a ‘lean and mean’ grid
company into a versatile organisation undertaking a wide range of activities and projects
on the national and international stage. Cases in point include the establishment of

the TenneT subsidiary CertiQ for the management of ‘green electricity certificates’,

the development of trilateral market coupling with Belgium and France, and growing
interconnection with other electricity markets, with the completion of the NorNed cable
as the latest milestone. TenneT is also actively involved in several European initiatives, such
as the development of offshore wind farms and the realisation of an integrated energy
market for north-western Europe, including closer collaboration with Germany.

What connects these wide-ranging themes and developments is their ultimate goal: a
reliable supply of electricity, 24 hours a day. Society depends on electricity and demand for
it continues to rise. It is TenneT’s challenge to keep meeting that demand. TenneT: full of
energy — for everyone.

This year’s theme of ‘Full power ahead’ is expressed in three ‘lines’ that run through the
Annual Report:

- the development of TenneT’s national grid management activities over the past ten years;
- the vision of several prominent individuals on the theme of ‘24-hour energy’;

- atimeline of future developments in the energy supply sector.
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Profile

Full of energy — for everyone

Our mission

TenneT is an important facilitator in the liberalised energy market. With its high-quality
transmission grid and customised approach, TenneT offers and develops a comprehensive
range of transmission and system services, while also supplying services in support of
free-market operation and a sustainable energy supply system.

TenneT contributes to the efficient operation of the Dutch electricity market by investing
both nationally and internationally in the establishment of a north-west European
electricity market. TenneT also strives to facilitate the transition to a sustainable society.

Based on our core values of quality and integrity, TenneT aims to provide its stakeholders
with the following:

Society

- efficient, high-quality transmission and system services at reasonable prices;

- aleading contribution to the realisation of a single, integrated energy market in north-
western Europe;

- services that enhance the environmental quality of energy supplies;

- services for other infrastructure systems for the purpose of realising synergy.

Customers

- aservice offering with an excellent price/quality ratio;

- non-discriminatory access of all parties to TenneT’s 110 kV, 150 kV, 220 kV and 380 kV
transmission grids.

Shareholder
- an adequate return on invested capital in line with the company’s risk profile.

Employees

an attractive working environment;

a competitive benefits package appropriate to the employee’s position and
responsibilities;

good prospects for personal growth and career advancement.



Our vision

TenneT wishes to develop further in the Dutch and north-west European market in order to
continue strengthening its position in that market. This ambition fits into the ‘Strengthen
and Build’ strategy that TenneT has adopted against the backdrop of international market
conditions. As a Transmission System Operator (TSO), TenneT wants to play an active

role in strengthening the European electricity market, based on an international vision

in which the company shows initiative and takes specific steps together with other TSOs,
regulatory bodies and government authorities. Integrating the electricity markets of the
various countries is the best way to create a strong European market characterised by
transparency, sufficient liquidity and good pricing. The ultimate goal is to establish a single
market area in north-western Europe in which TSOs will resolve congestion and market
parties will not face restrictions. This market area will have a common system for balancing
supply and demand, thus creating the uniformity that market parties need in order to
cover their risks.

Our ambition

It is our ambition to further develop the national transmission grid of 110 kV and higher,
and to safeguard its quality. After all, the transmission grid is the backbone of the Dutch
electricity supply system. In accordance with the Independent Grid Administration Act,
TenneT has been in charge of managing all high-voltage grids with a voltage level of 110 kV
and higher as of 1 January 2008. TenneT hopes eventually to secure ownership of these
grids. In the meantime we are investing heavily in existing and new grid infrastructure.
We are working to develop several new connections, both within the Netherlands and
across national borders. Besides subsea cable links to the UK and Denmark, we are also
constructing a fourth interconnection between the Netherlands and Germany. Within
the Netherlands, new high-voltage lines are being realised in the north and south-west
of the country and in the Randstad conurbation, with a view to the further development
of the energy sector. TenneT makes every effort to ensure optimum quality across the
board, supplying its customers as efficiently and professionally as possible with products
and services. Where relevant and possible, we also develop and market new products
and services.
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Ratios

Equity to capital

Return on average equity

Interest cover ratio

Loans and credit facilities / EBITDA

Technical data
Circuit length +/-450 kV DC (in km)
Circuit length 380 kV (in km)
Circuit length 220 kV (in km)
ircuit length 150 kV (inkm)
(in !(m)"*

0/220 kV grid
ruptions in 380/220 kV grid
gy not supplied (MWh) 380/220 kV grid
ilures in 110/150 kV grid
Interruptions in 110/150 kV grid
Energy not supplied (M\Mﬂ) 110/150 kV grid




2008 2007 2006 2005 " 2004
IFRS IFRS IFRS IFRS IFRS
460.3 398.8 4013 417.9 4137
80.9 70.4 75.2 67.5 110.9
52.2 54.9 48.7 96.0 65.2
1,470.0 1,263.0 1,148.4 1,111.5 1,047.9
665.4 645.6 619.4 609.0 551.8
2,886.4 2,913.0 2,839.0 2,971.1 2,043.1
626 515 490 483 469
46.1 % 45.9 % 50.2 % 51.6 % 51.0 %
8.0% 87 % 7.9 % 16.5 % 123 %
5.5 4.2 5.8 4.3 7.5
3.0 4.0 2.8 2.4 2.0
290
2,032 9 2,031 4 2,052 2,003 2,003
653 653 4 683 683 683
532 532 ¥ 551 551 551
3,229 9
1,955 ¥
21 9 20 20 18 18
12 12 12 12 12
19 19 19 19 19
115 »
79 9
24,967 23,139 27,346 23,691 21,405
9,116 5,565 5,887 5,398 5,188
13 1 17 39 9 14
1 9 0 2 0 0 0
357 0 194 0 0
27 W 6 24 20 17
6 W 1 2 1 1
88 M 1 792 151 141

* Newly brought under TenneT’s management

Disclaimer: The technical data for 2008 were compiled on the basis of TenneT’s own data and

information supplied by the regional grid operators whose high-voltage grids (110 kV and higher)

are managed by TenneT.
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The profit figure was significantly influenced by several
provisional and final agreements concluded with the
Dutch tax authorities concerning the fiscal opening
balance sheet.

Balance sheet total excluding assets not at free
disposal, accounts receivable and accounts payable in
connection with energy exchange transactions, and
investment contributions received in advance.

This concerns the HVDC connection from Eemshaven
(Netherlands) to Feda (Norway). The total length of this
cable link is 580 km; 290 is owned by TenneT and the
other 290 km is owned by the Norwegian TSO Statnett.
The difference in circuit lengths compared to previous
annual reports is due to a more accurate measuring
method.

This concerns grids brought under TenneT’s
management in accordance with the Independent Grid
Administration Act, which transferred responsibility
for the management of all grids of 110 kV and higher

to TenneT. The data excludes customer substations,
the grids operated by Stedin, and the grids operated
by Liander (which are subject to Cross Border Lease
agreements).

Including the new EDC380 converter station and its
one-kilometre stretch of 380 kV line (EDC-EEM380).
These failures did not always result in an interruption of
the electricity supply.

Twenty failures occurred in one day due to ‘line
galloping’.

As aresult of a failure in a terminal box at the
Maasvlakte site.

10) The failure of a surge diverter in the neutral point

1)

(150 kV) of a 380/150 kV interstage phase shifter at
the 380 kV substation in Eindhoven resulted in an
automatic switch-off of the 150 kV substations at
Woensdrecht and Bergen op Zoom when lightning
struck in the province of Zeeland (the energy that was
not supplied amounted to 189 MWh).

The increase in the absolute number of failures and
interruptions is explained by the increase in the total
circuit length and the greater number of substations
managed by TenneT.



Review of 2008

January

Expansion of the grids

On 1January 2008 TenneT was
made legally responsible for
managing all high-voltage grids

of 110 kilovolts (kV) or more. This
concerned the grids previously
managed by Liander, Enexis and
Delta Netwerkbedrijf. The regional
grid operators are transferring
their management activities and
customer contacts for these grids
to TenneT. This expansion takes
the number of grid management,
maintenance and upgrade projects
from 80 to more than 300.

Peak load on 22 January 2008
The peak load on the Dutch high-
voltage grid in 2008 was measured
at 6.00 p.m. on 22 January, as
shown in the annual data published
in the “Transmission on Balance’
report. At that point in time the
total electricity demand on the grid
amounted to 13,957 megawatts
(MW). The peak load usually occurs
on awinter’s day between 5.30 and
6.00 p.m., when intensive use is
being made of central heating and
domestic and street lighting all
over the country.

Interruption in the electricity
supply near Maastricht

Just before 12.00 noon on 15 January,
the ground wire of the 110 kV
high-voltage line running from
Limmel to Beek (near Maastricht)
became detached, causing the line
to sag over the A79 motorway. The
problem was resolved before the
evening rush-hour, and the supply
of electricity to the region was not
affected by the incident. TenneT’s
performance in 2008 was excellent;
no disruptions in the 220/380 kV
grid and only two minor ones in the
150 kV grid.
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Enlargement of the Board of
Management

On 1 February 2008 TenneT
expanded its two-member Board
of Management to include a Chief
Financial Officer. Willem Keus
joined CEO Mel Kroon (Chairman)
and Chief Operating Officer

Ben Voorhorst on the Board of
Management as a registered
director. It was considered
necessary to enlarge the Board

of Management to cope with the
company’s growth and the increase
in the number of activities.

March

Agreement between Fluxys,
Gasunie and TenneT

An agreement between Fluxys,
Nederlandse Gasunie and TenneT
Holding was signed in March,
giving Fluxys a 2.68% stake in the
electricity and gas exchange APX
(APX Group). Later in the year
this stake was increased to 4%.
The reason for this collaboration
was the APX Group’s ambition to
become a leading player in the
European gas market. Fluxysisa
key partner in this endeavour.




April

Wintrack design

TenneT launched the Wintrack
pylon, a high-voltage tower with
greatly reduced magnetic field
intensity compared to existing
lines. Developed in collaboration
with KEMA, the first of these
innovative pylons will be erected in
the Randstad conurbation in 2010.
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May

‘Your Energy Is TenneT’s
Strength’

An ambitious recruitment
campaign featuring the slogan
‘Your Energy Is TenneT’s Strength’
was launched in May. TenneT was
seeking to recruit about 200 new
people and created a dedicated
website, www.werkenbijTenneT.nl,
for this purpose. We also brought
in an enthusiastic team for the
recruitment and selection. Within a
short space of time, a large number
of candidates applied. The fact

that our own employees played a
central role in the campaign proved
to be particularly appealing.

NorNed cable ‘goes live’

An historic moment for TenneT and
the Norwegian TSO Statnett as the
world’s longest subsea electricity
cable went live. The cable isan
out-and-out success right from the
start and earned approx. 110 million
euros in 2008.

TenneT looks ahead to 2030
The expected increase in
sustainable energy production,
the rapid rise in the number of
production plants on the coast and
the potential turnaround from a
netimporter to a net exporter of
electricity mean that the Dutch
high-voltage grid will have to
undergo major changes in the years
to come, according to the Quality
and Capacity Plan 2008-2014,
which was published in May along
with the ‘Vision2030’ document.

Construction of 380 kV
underground line

In May the Minister of Economic
Affairs took a major decision in the
‘Randstad 380 kV’ project. More
than 20 kilometres of the new line
through the Randstad conurbation
is to be laid underground. Thus the
Netherlands became a world leader
in the innovative construction of
high-voltage lines, this being the
first 380 kV connection to be laid
over such a long distance under-
ground anywhere in the world.

June

Covenant signed with
Wateringse Veld residents

A new high-voltage substation was
planned near the Wateringse Veld
residential district in The Hague.
TenneT signed a covenant with the
municipality and the residents’
association, agreeing a number of
changes to the original plan. The
substation will be built at the same
location, but will be integrated
differently into the surroundings.
TenneT was thus able to meet

the needs of local residents who
promised to abandon any further
procedures.

Wall socket at sea

The Cabinet is convinced: offshore
wind farms are the wave of the
future. Member of the Lower
House Diederik Samsom tabled
amotion tasking TenneT with

the connection of offshore

wind farms to the national grid.
Having acquired the necessary
offshore experience, TenneT set
the preparations in motion. The
ultimate target: 6,000 MW of new
capacity by 2020.

1
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July

Announcement of
collaboration with RWE

TenneT agreed to set up ajoint
security centre in collaboration
with RWE Transportnetz Strom,
one of the operators of the
German high-voltage grid. This
centre would offer TenneT and
RWE a venue for performing joint
calculations and analyses based on
information from each other and
from the market, enabling them to
apply better safety calculations to
the grid, and detect and prevent
any potential overload situations in
good time.
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Plans for a new subsea cable
Following the success of the
NorNed cable, TenneT announced
plans to carry out a feasibility study
for another subsea cable. This time
it would investigate the possibility
of alink between the Netherlands
and Denmark: the COBRA cable.
Denmark generates a large amount
of wind energy.

September

APX Group and Endex join
forces

The electricity and gas exchanges
APX Group and Endex signed a
deal aimed at strengthening their
positions in the wave of mergers
taking place in the European
wholesale energy market. This will
result in new additional activities
for the main shareholders in the
APX Group, TenneT (70.06%) and
Gasunie (26.1%), and will give

the State of the Netherlands,
shareholder in both TenneT and
Gasunie, greater influence in the
European energy trading sector.

Official opening of NorNed
cable

On 11 September the NorNed
cable was officially ‘opened’
simultaneously in the Netherlands
and Norway. Minister of Economic
Affairs Maria van der Hoeven
officiated at the opening. We
made the Guinness Book of World
Records for the longest subsea
electricity cable in the world.




October

CASC-CWE set up

The European Commission gave
the green light for a joint company
made up of the Belgian, French,
German, Luxembourg and Dutch
national grid operators (TSOs).
CASC-CWE (Capacity Allocation
Service Company for the Central
Western European Electricity
Market) will provide cross-border
services —a significant step towards
the integration of the five national
electricity markets into a single
regional electricity market for
Central Western Europe.

Exports

In October the Netherlands
achieved net exports of 1,800 MW
during peak hours. With European
pricing, the production system in
the Netherlands has the perfect
incentive for higher production and
exportlevels. The Netherlands is
set to become the energy hub of
Europe.
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November

Workforce expands

TenneT took over 141 employees
from Essent Netwerk (now Enexis)
in accordance with the operating
agreements concluded for the

110 kV and 150 kV grids. The new
staff took up positions in TenneT’s
new regional offices in Hoogeveen
and Weert.

NOVEC buys
telecommunication towers
Another successful purchase for
NOVEC: 40 telecommunication
towers and 13 roof installations
from Dutch Tower. NOVEC took
over 101 former Telfort towers
from KPN earlier this year. The
purchase enables NOVEC to
further strengthen its position
as an independent infrastructure
provider for the distribution

of telecommunication and
broadcasting signals, and brought
its total number of tower sites
for mobile telecommunication
and broadcasting signals in the
Netherlands to 684.

December

Congestion management
system introduced in Westland
region

It took months of hard work for
TenneT, the energy suppliers and
regional grid operator Westland
Infra. But they succeeded in
designing and implementing a
congestion management system
in ashort space of time, enabling
horticulture businesses to connect
to the grid and participate in the
free market, pending the planned
capacity expansion. The first
horticultural businesses signed a
contract for participation in the
congestion management system in
December.

Award

In December TenneT won an
award for its website www.
werkenbijTenneT.nl. After
examining the recruitment
websites of 350 companies, the
expert jury from Digitaal-Werven.
nljudged it the ‘Best Online

Job Application Experience’.
TenneT also achieved its target of
recruiting 200 new staff members.

EnerQ operations transferred
to SenterNovem

Despite its successful operations,
the government decided that the
activities of TenneT subsidiary
EnerQ should be transferred to
SenterNovem by the end of 2008.
The government is committed

to the ‘one-stop shop’ approach
and is therefore transferring as
many activities as possible to
SenterNovem (an agency of the
Ministry of Economic Affairs). Most
of the EnerQ workforce was able to
be transferred to other parts of the
TenneT Group.
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“It must be possible
to speed things up”

Given increasing demand and the need to
render energy supplies fully sustainable, the
Netherlands requires greater transmission
capacity. However, the process of obtaining
the necessary permits and licences is
extremely slow. Roel Wolters is TenneT’s
Manager of Transmission Operations.

“A complete overhaul of the legislation is
required to speed things up,” he states.

Ideas and good intentions are one thing. To put
those ideas and intentions into practice, one must
often wade through a morass of legislation and
practical objections, as Roel Wolters knows all too
well. Although TenneT plans every investment

well in advance and according to a long-term
vision, it remains difficult to complete projects on
schedule. Wolters considers it highly regrettable
that TenneT cannot always keep up with the rapid
growth in production. “The process of increasing our
transmission capacity frequently lags behind that of
building the planned power stations, largely due to
delays in obtaining the various permits,” he states.
Lessons are being learned, however. A case in point
is the Randstad 380 kV connection currently under
construction. “Our experience on this project can
be put to good use in the forthcoming North-West
380 kV (Eemshaven-Diemen) and South-West

380 kV (Borssele-Geertruidenberg) projects. The
government is also doing its best to improve
procedures, and will expedite these projects by
bringing them under a special national coordination
scheme. This enables many of the permits required
to be combined into one ‘all-embracing’ permit.
Nevertheless, we shall still not be able to keep up
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with the growth in production, even with this special
arrangement.”

Wouters finds the Netherlands a particularly
‘difficult’ country when it comes to official
procedures. Objections come thick and fast. “If you
avoid the densely populated areas, you soon find
yourself in a protected nature reserve. Moving the
infrastructure underground is one option, but it

is expensive and makes the grid less reliable. It is
therefore not the ideal solution.”

There must be fundamental changes to the permit
issuance procedures if the ambitious sustainability
targets are to be achieved on time. “A complete
overhaul of the legislation is required to speed things
up,” states Wolters. “Otherwise it will be virtually
impossible to complete all the large projects with
long lead times, such as the offshore wind farms, on
time.”

TenneT is already hard at work in preparing the

grid for a sustainable future but its efforts are not
confined to the large projects such as connecting
the wind farms to the grid. “We can also achieve

59

“We can also achieve a lot through much smaller
investments such as a congestion management
system.”

a lot through much smaller investments such as

a congestion management system. This helps us

to balance supply and demand more effectively.

It also enables us to address the trend towards
decentralised energy production, such as the
combined heat and power units used by horticultural
businesses in the Westland region. Our ultimate

aim is to develop a grid that can achieve the perfect
match between supply and demand.”



Installation of NorNed cable begins

Just a few months after the agreement is signed, a start is made on preparing the site for
construction work. That takes some doing in the Norwegian fjords: a tunnel has to be
bored through a solid rock mountain.

NN\ 10 years of national grid management ‘

TenneT endorses government
policy: 20 percent of the
Netherlands’ energy to be
sustainable by 202o0.
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Corporate Social Responsibility

TenneT is charged with the task of ensuring an efficient and reliable supply
of energy. This statutory duty brings certain responsibilities with it. TenneT
is committed to dealing with people and their environment (residential or
otherwise) with care and respect.

In recent years, TenneT has embedded the principles of Corporate Social Responsibility
(CSR) inits policies and operational processes in several ways. CSR is not a discrete
concept, however; it is becoming an increasingly natural part of our day-to-day operations.
Where possible we lay cables underground, we paint electricity pylons in the most
environmentally-friendly way possible, we use special wire spirals to prevent birds from
flying into high-voltage lines, and we adhere to the strict conditions imposed on the use of
sulphur hexafluoride (SF6) gas. TenneT also makes every effort to limit noise nuisance with
better insulation and noise screens, and we do all we can to protect people from long-term
exposure to electromagnetic radiation.

Inits CSR policy, TenneT is guided by the ‘triple bottom line’ concept of People, Planet and
Profit. In an ideal world, all three could be given equal value, but this is not always possible.
Sometimes one interest outweighs another. These are difficult choices, and conflicts of
interests often arise. Installing a high-voltage line underground prevents visual pollution of
the landscape, for example, but it is much more expensive than an above-ground grid, and
the behaviour of very long 380 kV underground cables is as yet unknown territory. TenneT
always endeavours to explain the choices it makes and the reasons for making them. These
choices are not always made by TenneT on its own, however. The organisation is also
guided by social interests.

Minimising and ‘greening’ grid losses

When electricity is transmitted, a small amount is always lost in transit. TenneT has to
compensate for these grid losses by buying electricity. For some years now, TenneT has
been using sustainable energy for this purpose. This means that TenneT is ‘greening’ its
grid losses and thus neutralising its CO2 footprint as much as possible. ‘Greening’ involves
purchasing a quantity of Guarantees of Origin corresponding to the size of the grid losses.
Guarantees of Origin constitute the only legal proof that electricity has been generated
by sustainable methods. In 2008, TenneT ‘greened’ some 500 GWh of its own electricity
consumption.
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APX makes a profit
APX makes a profit in the first quarter of 2005. Later in the year, TenneT sells some of the
shares to Gasunie; in addition to international electricity trading, the gas market is also

important to APX.

‘ June 2005

Energy that is not lost does not need to be compensated for. Preventing or minimising grid
losses where possible is an important commitment for TenneT which is set to become even
more strongly established in 2009. TenneT will be investigating options for reducing grid
losses, for example by adjusting its operational processes or investing in operating assets,
such as a new type of conductor.

Grid management at sea

TenneT’s commitment to sustainability is entirely in line with current government policy,
which has set the target of deriving 20% of the Netherlands’ energy from sustainable
sources by 2020. One of the strategies the Netherlands is focusing on to achieve this
target is the construction of wind farms in the North Sea. TenneT wants to connect these
offshore wind farms efficiently to the transmission grid. This is also the desire of the
Lower House, as reflected in a motion adopted in 2008 which calls on the government to
amend the Electricity Act 1998 in order to give TenneT responsibility for connecting all the
offshore wind farms to the existing electricity grid, including laying transmission cables
along the sea bed. To further flesh out the plans for an offshore high-voltage grid, TenneT
and the Ministry of Economic Affairs are exploring the options in terms of legislation,
economic considerations, technology, physical planning and connection systems. The
Ministry is currently looking at how the Electricity Act 1998 would need to be amended to

Full power ahead for TenneT

accommodate these plans. The costs and technical requirements are also being studied. TenneT plans to use congestion
TenneT is providing the Ministry with information and is making recommendations as management to minimise

to where the law needs to be changed to enable the construction and operation of an waiting lists for connections
offshore high-voltage grid. until new infrastructure has

been constructed.

The cable connecting the turbine farms with the onshore high-voltage grid will need to
be in place by the time the turbine farms are commissioned. In anticipation of a possible
statutory task, TenneT started preparing for the construction of an offshore grid in 2008,
so that it can get off to a flying start as soon as it is instructed to do so. In the year under
review TenneT also made a start on the planning procedures for laying electricity cables in
the North Sea. The aim is to select the most sustainable and cost-effective variant.

Decentralised and sustainable

The growth in the number of combined heat and power units (CHPs) in the Westland area
continued in 2008. CHPs are a decentralised form of energy generation. Because of their
high efficiency (approx. 90 percent), CHPs are seen as a sustainable alternative to centrally
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Three million certificates for sustainably produced electricity

CertiQ has issued three million certificates since the introduction of the grant scheme
for producers using combined heat and power plants. Certificates are only issued for
CO2-neutral energy generated by CHPs.

NN\ 10 years of national grid management ‘

Cradle to Cradle can lead to
creative new solutions that not
only promote sustainability
but also generate added value.

@) ) looking ahead
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generated electricity in the horticulture sector. Decentralised generation impacts on the
scarce capacity of the high-voltage grid. TenneT is responding to this by entering into a
dialogue with producers to enable measures to be put in place in good time. Decentralised
power generation is set to play an ever more significant role in the transition to a more
sustainable energy supply system. This not only encompasses CHPs but also onshore

wind turbines (e.g. on farms), heat pumps, micro-CHP boilers and solar panels on homes.
In 2008 the government introduced the Promotion Scheme for Sustainable Energy
Production to encourage this type of decentralised electricity generation.

Connecting new ‘smart’ providers to the grid

The demand for capacity in the high-voltage grid is still rising very sharply. All this ‘new’
centrally and decentrally generated electricity will have to be transmitted across the
existing high-voltage grid. This relates not only to new gas- and coal-fired power stations,
but also to CHPs and wind energy. TenneT wants to reduce waiting lists for connections as
far as possible until new infrastructure has been constructed. A congestion management
system was put in place in December 2008. This system allows more electricity providers
to be connected to the grid. If the electricity generated simultaneously by producers
causes congestion, this can be resolved by means of a market mechanism. During the
course of 2009 and 2010, the congestion in the Westland area, where a lot of electricity

is generated by CHPs, is expected to be finally remedied as TenneT invests in several new
150 kV cable links and transformer substations.

Decentralised power generation is placing new demands on the 110/150 kV transmission
grids which TenneT has been managing since 1January 2008. Electricity will no longer flow
in just one direction — from power station to customer — but increasingly in two directions:
from the national grid to the user, and from the user (generating their own electricity) to
the national grid.

Wintrack pylon successfully tested

In December the new Wintrack high-voltage pylon passed its first major test with flying
colours. The pylon received a massive surge of current of 50 kA for half a second, peaking
at 125 kA. The new pylon consists of two slender poles from which electric wires are
suspended. The ingenuous suspension method creates a much smaller magnetic field,
allowing the government’s extremely strict requirements in this regard to be met. With
the current type of 380 kV pylon and line, construction restrictions would apply to a strip
of land of approximately 300 metres wide around the high-voltage line, according to the
guideline. The Wintrack pylon reduces this so-called ‘magnetic field zone’ to less than
100 metres.
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Holding company structure established

TenneT establishes a holding company structure in order to create a transparent
separation between regulated and unregulated activities. The regulated activities,

— including the management of the transmission grid, are undertaken through TenneT
% TSO B.V., while unregulated activities are undertaken by subsidiaries of TenneT
Holding B.V.

‘ December 2005

Sector agreement on climate and energy targets

The Netherlands Association of Energy Grid Operators, of which TenneT is a member, was
one of the signatories of the Energy Sector Agreement in October 2008. In this agreement
the government and the energy companies agreed a joint strategy for achieving the
climate and energy targets for 2020. The agreement relates to offshore and onshore wind
energy, biomass, solar PV installations, CO2 sequestration, heat pumps, infrastructure
and research. The agreement sets out the ambition for each area, defines the general
requirements and specifies what the parties can expect from one another. The Sector
Agreement is viewed as a concrete road map to a reliable, affordable and clean energy
supply in the future.

TenneT sponsors university chair

Cradle to Cradle is a philosophy aimed at recovering all the materials we use, and re-using
them in other products at the end of their life span. Cradle to Cradle invites us to look at
old ways of doing things in a new light and can lead to creative new solutions that not
only promote sustainability but also generate added value. Given the social importance
of innovation in sustainability, TenneT is one of the sponsors of the new Cradle to Cradle
chair at Erasmus University Rotterdam. The chair is held by Michael Braungart, one of the
pioneers of the Cradle to Cradle philosophy.

Sustainable head office

The TenneT organisation is expanding, and that means we are outgrowing our current
head office. TenneT intends to take out a lease on a new building in 2013. In December the
development group BGB and TenneT signed an initial agreement for the construction of
anew head office in the Arnhems Buiten business park. Sustainability will play a key role
in the build: the new head office will be energy neutral as far as possible, CO2 reduction
will be the norm, and alternative energy sources will be used. It goes without saying that
the building will also be extremely energy-efficient and will use environmentally friendly
and recyclable materials. The new head office is designed in such a way that it will require
minimal maintenance and management.

Regulatory framework puts the squeeze on

Investing in sustainability and the environment means that we cannot always choose

the cheapest option. TenneT sometimes gives preference to options that require a

higher initial investment but which deliver lower operating and management costs in

the longer term. When purchasing new transformers, for instance, we always examine
their efficiency and energy losses. However, TenneT is of the opinion that the present
regulatory framework focuses too strongly on short-term efficiency and cost reduction,
discouraging investment in sustainability and innovation. We are not alone in highlighting
this discrepancy. In 2008, for example, the Scientific Council for Government Policy and
the Lower House called for this framework to be made more flexible. The government also
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NN\ 10 years of national grid management

recognises this need: in the 2008 Energy Report the Minister of Economic Affairs states
that she intends to look at potential improvements to the regulatory framework for grid
operators in 2009.

Enhanced role for CSR policy

In 2007 and 2008 a TenneT project team, working closely with the consultancy firm DHV,
compared the company’s CSR policy with internal and external expectations. This exercise
revealed that Corporate Social Responsibility is important for TenneT but that its existing
policy no longer meets all the expectations. TenneT therefore decided to tighten up its
CSR policy and to give it a more clearly defined role in its operational processes (and the
considerations made in that regard).

As far as its core activities are concerned, TenneT aims to perform better than foreign
TSOs. Among other things, this will mean that TenneT will have to focus even more
intensively on minimising grid losses. TenneT will also make sure it is properly prepared
for the impact that the growth in sustainable energy will have on the transmission
grid. To achieve this, TenneT will endeavour to collaborate with foreign TSOs and other
stakeholders wherever possible. For example, a cross-border regional approach is an
important precondition for the efficient and cost-effective integration of sustainable
electricity production in north-western Europe.

TenneT will redouble its efforts
to minimise grid losses over
the next few years. TenneT
will make sure it is properly
prepared for the impact of the
growth in sustainable energy
on the transmission grid.

@) ) looking ahead
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Cable to the UK

TenneT and National Grid agree to collaborate on the development of a high-voltage
cable linking the Netherlands with the United Kingdom. This gives the Netherlands a
central position in the north-west European electricity market.

NN\ 10 years of national grid management ‘

Because security of supply is

in the national interest, the
electricity transmission grid

is included in the Ministry of
the Interior’s National Security
Programme.

@) ) looking ahead

June 2006

Security, Crisis Management and Safety

The electricity supply system fulfils an essential role in society. So we need to
do all we can to prevent disruptions to the high-voltage grid caused by extreme
weather, flooding, vandalism or sabotage.

Because security of supply is in the national interest, the electricity transmission grid is
included in the Ministry of the Interior’s National Security Programme. This programme
is designed to protect the vital interests of the Netherlands in order to prevent social
disruption. TenneT participates in various working groups and uses its own expertise

to contribute to identifying and controlling possible risks which may threaten the
transmission of electricity across the national high-voltage grid.

TenneT has a well-trained crisis organisation in place which enables it to respond
efficiently to emergencies. As in previous years, a series of large-scale exercises took
place in 2008, in which collaboration and communication with external parties was put
to the test.

While security and crisis management relates predominantly to external threats, TenneT’s
safety policy targets factors that could threaten the safety of our workforce and others
working on our premises. It deals with aspects such as healthy working conditions and
preventing absence due to sickness.

Security

Since the terrorist attacks in the USA, Spain and the UK, the terrorist threat
situation has changed in the Netherlands. As a result, TenneT is more alert to
deliberate disruptions to electricity transmissions caused by vandalism, theft or
terrorism.

Central contact point

During the year under review TenneT fleshed out the Corporate Security Policy established
in 2007. A Corporate Security and Safety Manager was appointed to coordinate all the
measures arising from the policy. These include measures to prevent deliberate damage
to the electricity transmission system. The Corporate Security and Safety Manager also
oversees employee’s compliance with the safety requirements and is the central point

of contact for ministries, local authorities, the police, the emergency services and other

66



Intraday trading kicks off
APX introduces intra-day trading on the Dutch electricity exchange. Electricity is traded for delivery on

the same day, or in consecutive hourly blocks up to two days in advance.

‘ September 2006 Full power ahead for TenneT

external parties. With the creation of this new position, TenneT has effectively combined
anumber of responsibilities in the organisation.

Security at electricity substations

TenneT owns a large number of high-voltage substations that are crucial for the
transmission of electricity in the Netherlands. To better protect these substations against
vandalism, sabotage, burglary and theft, we started developing a package of security
measures in 2008. The level of protection given to a substation depends on its importance
for the electricity supply.

Clear internal and external arrangements

In acutely threatening situations it is important to ensure that all parties involved

know how to contact each other quickly and that their tasks and responsibilities

are clearly defined. In the year under review TenneT held regular meetings with the
Ministry of Economic Affairs, the Ministry of the Interior, the National Coordinator for
Counterterrorism and regional police authorities to discuss TenneT’s role and powers in
the event of (deliberate) disruptions of the electricity supply and what can be expected
from the government in such situations.

Information security: corporate culture and technology

TenneT wants its employees to be aware of the security risks involved in the use of
computers. We want to see this awareness become embedded in our corporate culture,
but we will also be offering our employees technical support to make it easier to protect
our information, such as the use of biometric security measures. In the year under review
an ICT Security Officer was appointed to coordinate the implementation of information
security and data protection measures at TenneT.

Crisis management

The aim of crisis management is to prevent crises. In the unlikely event of a crisis
happening, we need to be able to control it quickly, minimise any resultant
damage, and provide appropriate information to all internal and external
parties involved.
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Debate on segmentation

The Independent Grid Administration Act gives TenneT control of all transmission grids
of 110 kV and higher. A clear majority in the Dutch Lower House approves the proposal to
transfer the management of all transmission grids still managed by the regional energy
companies to TenneT.

/NN 10 years of national grid management ‘ November 2006

No incidents

TenneT’s crisis organisation consists of a duty manager, the crisis team, the escalation
services of the System Operations and Transmission Operations business units, and the
repair and standby services. In normal operational circumstances the crisis organisation
remains on standby. In the event of a complex problem affecting more than one
department which has the potential to escalate, the status is raised to the ‘Incident’ phase.
This happens when there is a threat of disruption of the energy supply or major damage to
the grid infrastructure, for example, or in the event of intense media focus or an alert from
apublic body. In the event of an incident the escalation service coordinates the handling of
the incident and the duty manager and spokesperson are informed. In 2008 there were no
incidents which required the crisis organisation to be mobilised.

Emergency response drills

In September TenneT participated in an exercise with the Royal Netherlands Army
(National Reserves Battalion) involving simulated break-ins at a power station adjacent
to an important high-voltage substation. As a result, the energy producer, TenneT and
the regional grid operator all had a role to play in the crisis organisation. TenneT was
particularly keen to use the exercise to test the quality of communication with the other
parties.

In November the crisis team was involved in a major exercise simulating storm damage to
anumber of high-voltage pylons. To add to the complexity of the situation, the exercise
also included a simulated goods train derailment near TenneT’s head office. The exercise
demonstrated that evacuation of the head office presented no problems. The appraisal of
the situation in respect of shutting down part of the grid went according to plan, as did
communication with the internal and external parties involved. The system of alerting and
mobilising the crisis organisation also worked well.

To check coordination with other crisis organisations in the event of a flood, in November
TenneT participated in a national flood exercise, in which the high-voltage substation at
Lelystad was flooded. The exercise demonstrated that flooding causes the low-voltage
grids to fail first, as was already known. This means that some regional areas would be
without power, but the national high-voltage grid can withstand considerable flooding.

@) ) looking ahead

Transfer of 110/150 kV grids

As the administrator of the national high-voltage grid, TenneT has been responsible

for managing the 110 kV and 150 kV grids since 1January 2008. The actual operational
management is currently still performed by the regional grid operators under TenneT’s
responsibility and is being transferred to TenneT in stages. All operational management of
these grids will be handled from TenneT’s second National Control Centre by 2010 at the
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latest. Arrangements have also been made concerning the strategy to be followed in the
event of disruptions. TenneT participated in a crisis exercise with one of the regional grid
operators to check their mutual arrangements. In crisis situations TenneT is responsible for
communicating with the public.

Towards a new crisis organisation

If the operational management of the regional 110 kV and 150 kV grids is to be directed
from TenneT’s National Control Centre by 2010 at the latest, this will impact on the
crisis organisation. This means that the crisis organisation will have to develop not only
a national but also a regional focus. The expansion of the crisis organisation, which got
under way in 2008, is scheduled for completion in 2009.

Safety

Failure to comply fully with safety measures can result in risks for those working
with high voltage levels. For this reason, safety awareness among employees
has always been a top priority for TenneT. Health is also an important concernin
this context.

Safety and security awareness firmly established

Everyone working at TenneT is responsible for safety, and all staff need to be fully aware
of this. In order to focus as much attention on awareness as possible, all operational tasks
relating to safety, security and health are the responsibility of the line management.

This keeps lines of communication short. TenneT is also ensuring that new employees
are informed more clearly about the importance of safety and security. An awareness
programme for employees and managers will be introduced in 2009.

All 110 kV and 150 kV grids will

Transfer of Essent employees be operated from TenneT’s
On1January 2008, TenneT assumed responsibility for the management of the 110 kV and second National Control Centre

150 kV grids, in addition to the 220 kV and 380 kV high-voltage grids that were already
under our management. As a consequence TenneT has taken over the management of the
regional high-voltage grid from Essent Netwerk (now known as Enexis). On 1 November,
141 Essent employees were transferred to TenneT. When they joined the company they
were all given an in-depth introduction to the relevant safety regulations and attended
training courses on TenneT’s safety protocols and procedures.

by 2010 at the latest.

SCC certificate renewed

The Safety, Health and Environment Checklist for Contractors (SCC) is a standard compiled
by the Cooperation for Safety Foundation (SSVV). The SCC programme monitors the
performance of service providers in the areas of safety, health and the environment, and
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Power failures in Europe

On 4 November, a 380 kV connection in northern Germany is shut down as a precautionary
measure to allow a large cruise ship to pass. The result: the load on another connection rises
too high, tripping the safety fuse on the connection. This triggers a cascade effect which
causes interruptions in the supply of electricity in several European countries. The system
recovers quickly and responds effectively to the various incidents.

NN\ 10 years of national grid management ‘

D)

looking ahead

November 2006

also defines requirements for policy and organisational matters. The SCC certificate creates
uniformity and transparency and increases safety awareness. In 2008 the employees of

the Transmission Operations business unit passed a test which demonstrated that all the
requirements laid down in the SCC were still being met, whereupon the certificate was
renewed for a year. TenneT attaches great value to the SCC certificate, since it not only
encourages people to work safely but also makes the subject a permanent fixture on the
agenda.

No serious accidents

There were no accidents resulting in serious injuries at TenneT in 2008. However, there
were some minor accidents and incidents. The occurrence of such accidents and incidents
needs to be reduced further by increasing awareness around the topic of safety. TenneT
achieves this with safety training courses and wide-ranging supervision of work. Near-
accidents are also recorded with a view to learning lessons in order to prevent recurrence.
Accidents and dangerous situations that occurred in and around the office organisation
were reported for the first time in 2008. More information on sickness absence resulting
from accidents can be found under the heading ‘Sickness Absence’ in the chapter
‘Personnel and Organisation’.

In-house emergency services standardised

The assumption of responsibility for the regional 110 kV and 150 kV grids has resulted in
aconsiderable increase in the number of TenneT offices, and an in-company emergency
service has had to be set up for every office. TenneT’s in-company emergency service was
standardised during the year under review, so that the same training is now given at all
locations. Exercises are now held jointly, buildings are equipped with the same in-house
emergency response equipment, escape routes are clearly labelled throughout the
premises, and arrangements with the external emergency services have been harmonised.
In 2009 evacuation plans will be standardised and a TenneT-wide in-company emergency
plan will be drawn up.

Sector-specific health and safety catalogue

A new Working Conditions Act came into force on 1January 2007, decentralising
responsibility for health and safety policy. This new law requires organisations to set

out their own health and safety rules in a ‘health and safety catalogue’. Companies and
institutions can do this individually or on a sectoral basis. TenneT has opted for the latter.
In 2008 we joined an industry working group made up of grid operators. The resulting
industry-wide health and safety catalogue is scheduled for completion by the beginning
of 2010.
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“Practice Is stronger
than theory”

Women, small businesses and young people:
we need them all if we are to render the
Netherlands truly sustainable, believes Wubbo
Ockels. The physicist and former astronaut

is Professor of Aerospace Sustainable
Engineering and Technology at Delft University
of Technology. He sees a future in which
vehicles are plugged into the mains ‘like

one enormous battery’. To bring this energy
transition a step closer, he calls for more
practical experimentation. “We have to find
out what actually works.”

During his lectures, Wubbo Ockels has often noticed
that women are more enthusiastic than men about
working towards a truly sustainable future. There
are, he states, major differences between the sexes
in terms of mentality. “Men are more concerned

“People seem to think that you are only entitled

to speak out if you actually own a water-saving
shower head. Everyone should be able to demand
sustainability from businesses and politicians alike.
Itis an entitlement. However, sustainability is not
yet a ‘given’, despite the efforts of Al Gore and the
like. “Look around you. How many solar panels can
you see? How many energy-neutral offices? What
ambitious plans has the government announced?
There are plenty of meetings to discuss sustainability
in this country, but precious little action.”
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“People seem to think that you are only entitled to speak
out if you actually own a water-saving shower head.”

Unrealistic target

A particular bone of contention for Ockels are the
subsidies offered for sustainable innovation. As he
sees it, most of the funding goes to organisations,

with their own interests; they take the short-term
view and tend to go for the big payout. Women feel a
greater responsibility towards future generations.”

It was for this reason that Ockels agreed to launch
the ‘Ladies First’ programme on 8 March 2009,
International Women’s Day. This new movement —in
which women lead the way and men follow — hopes
to achieve a fully ‘clean’ Netherlands by the year
2050. The initiative is well timed, Ockels believes.
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consultants and large companies who use it for
purposes which are anything but ‘new’. “Less than
twenty percent is actually used to develop innovative
products,” he surmises. “The smaller companies

are largely ignored, although they are generally
responsible for most of the true innovation. The
younger generation are also being sidelined because
there is so little ‘seed money’ available. We have

too little confidence in young people. They are



patronised and must choose their career path at the
ridiculously young age of thirteen.”

Ockels calls for greater investment in education and
research. He quotes Robbert Dijkgraaf, President of
the Royal Netherlands Academy of Arts and Sciences
(KNAW): “The Netherlands devotes only 1.8% of its
Gross National Product to education and research,
which is below the European average.” Not only
must more funding be made available, it should be
spent in a more creative manner, Ockels contends.

“I firmly believe in experimentation. Only by actually
trying something in practice can you develop new
technology at the required tempo.”

“Why not organise more competitions? People
should be challenged to be the best, as in a reality
TV programme for example. Set some apparently
unrealistic target, such as building a house which can
produce a kilowatt of energy at no extra cost, just to
pick an example out of the air. Anyone who actually
manages to do so walks off with the prize of ten
million euros!”

Experimentation

Ockels himself does not shy away from a challenge.
As an experimental physicist, he focuses on
concrete projects such as the Nuna solar-powered
car, the zero-emissions yacht, the extending wind
turbine (which actually ‘grows’ to a height of

ten kilometres) and the Superbus. Such projects
certainly appeal to the public imagination, although
they have also exposed Ockels to criticism from

the sceptics. Nevertheless, he remains steadfast.

“I firmly believe in experimentation. Only by actually
trying something in practice can you develop new

more energy than the entire human race actually
needs. Solar panels should be installed on the roofs
of all buildings, sooner rather than later. However,
this will only happen when satisfactory legislation

is in place. Germany has taken a step in the right
direction with its ‘feed-in’ tariff. \We must also ensure
that there are enough qualified installation staff
with experience in boilers, solar panels and heat
pumps. Unlike Germany or the United States, we

do not yet have such people. And we must invest
more in know-how with regard to storing the energy
derived from wind power and heat exchangers. The
opportunities are boundless, but there must be a
local approach and a ‘smart’ use of storage systems
and infrastructure. | recently advised the City of
Amsterdam to convert its old drainage system for
this purpose.”

Vehicle to grid

Finally, our conversation turns to a topic which

is clearly close to the former astronaut’s heart:
transport. Ockels sees great potential for fuel derived
from algae. “Algae replicate extremely quickly —a
colony can double in size in twenty-four hours —and
can be used to produce fuel, even aviation fuel.
Hydrogen, on the other hand, is something of a dead
end. Its production involves a particularly complex
process and the cycle is only fifty percent efficient.”
For the short term, Wubbo Ockels is pinning his
hopes on electricity. “This is the Battery Age. Electric
transport seems such an obvious choice, given the
low cost and low emissions. We should make the
changeover immediately. But let’s not fall into the
trap of relying on the traditional infrastructure of
fuel stations. Drivers should be able to recharge

technology at the required tempo. Moreover,
practice is stronger than theory. You have to be able
to demonstrate that the product actually works. The
Nuna project has shown that it is indeed possible

to build a very fast car which runs on nothing but
sunlight.”

Solar power will be the energy source of the future,
Ockels believes. “The sun emits eight thousand times
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practically anywhere. | find the ‘vehicle to grid’
principle particularly appealing, whereby vehicles
are permanently connected to the grid, except while
actually moving of course. Cars could then be used
for both storage and distribution.” Ockels sees a lot
of mileage in similar grid concepts. “I spent a while
playing with the idea of an ‘intelligent power socket’,
which would match the variable demand to the
variable supply via the Internet.”
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“A pragmatic approach

IS key”’

To make the Netherlands’ energy systems
more sustainable calls for extensive use of
offshore wind generation. The government
itself is coming to realise this, and has

decided that TenneT is to play a key role. “The
ambitions are extremely high,” states Lex
Hartman, Director of Corporate Development.

On his office wall hangs a framed certificate from the
Guinness Book of World Records, acknowledging
that the NorNed cable is the world’s longest subsea
high-voltage connection. Lex Hartman looks at it
proudly. “Itis a great thrill to be part of the team
working on such an innovative project,” he says.
And indeed, he intends doing so again. Plans for

the COBRA project, which will establish a similar
connection with Denmark, are now in an advanced
stage while a ‘NorNed2’ cable is also on the drawing
board. These cables will enable the Netherlands to
take better advantage of sustainable energy sources
such as hydroelectric power and wind energy.

The greatest sustainability challenge for TenneT

that the national grid manager becomes responsible
for connecting all offshore wind farms.” Since the
political ambitions have been so clearly defined,
TenneT sees few obstacles to the preliminary studies.
Just as well, since 2020 is not very far away.

The initial survey suggests that it will indeed be 77
possible to integrate a further 6000 megawatts

into the current grid. “In fact, in theory we could

go up to 10,000. However, for anything above

6000 megawatts we would also have to include
storage facilities in our plans.” In TenneT’s proposed

“It is a great thrill to be part of the team working
on such an innovative project.”

approach, the keyword is efficiency. “We wish to
create the most efficient connection possible, which
must be a sort of ‘plug and play’ arrangement. The
physical infrastructure should be laid in such as way
as to allow the wind farms to be connected with a
minimum of effort.”

Every aspect of the plan calls for a pragmatic

is to integrate the production from offshore wind
farms into the national grid. “The ambitions are
extremely high. The government is working on the
assumption that output will be 6000 megawatts

by 2020. That is sixty times greater than that of the
first wind farm off the coast of Egmond. The Ministry
of Economic Affairs has adopted this figure as the
target and is planning accordingly. Parliament is to
press for amendments to the existing legislation so
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approach, Hartman stresses. “There are designs for
artificial islands, each with storage reservoirs. But
why invest billions when nature has provided exactly
the same thing for nothing in Norway?”” Moreover,
we have to consider new ideas, such as the ‘vehicle
to grid’ principle mentioned by Wubbo Ockels. “It is
possible that electric cars could play a part in storing
the electricity produced by the wind farms at night.”



Market coupling starts

TenneT, Elia and RTE start Trilateral Market Coupling with APX, Powernext
and Belpex. Another step towards the integration of the north-west European
electricity market.

/NN 10 years of national grid management ‘

In 2008 the total number of
employees rose from 567 to
838, an increase of nearly
50 percent.

November 2006

Personnel and Organisation

TenneT is developing from a predominantly Dutch Transmission System
Operator to a north-western European one. This increase in the scope and

scale of our activities and the associated expansion of our tasks, including
management of the 110 kV and 150 kV grids, are not without impact on the
organisation. TenneT is growing and becoming more professional. During 2008
this development was reflected in a large-scale and successful recruitment
campaign, intensive collaboration with higher education institutions, and the
completion of the TenneXT integration process, relating to the implementation
of the management of the 110 kV and 150 kV grids by TenneT.

Number of employees rises sharply

May 2008 saw the launch of a new and intensive recruitment campaign with the aim

of filling 200 vacancies. The recruitment campaign was extremely successful and by

31 December 2008, 210 vacancies had been filled. In addition, 147 employees of regional

grid operators were taken on as a result of the transfer of management of the 110 kV and
150 kV grids to TenneT. In 2008 the total number of employees rose from 567 to 838, an

increase of nearly 50 percent. At year-end 2008 there were 355 external staff working

at TenneT. As in previous years we needed to bring in these specialists for difficult-to-fill

vacancies and for projects and special assignments.

The average age of TenneT employees showed a slight increase from 41.7 years in 2007 to
42 .3 years at the end of 2008. Women make up 21 percent of our workforce. TenneT is still
finding it difficult to recruit women to technical positions. Furthermore, the percentage of

Workforce of TenneT Holding B.V.
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TenneT acquires NOVEC shares

NOVEC manages antenna sites on 35 pylons. The merger with Elined enables both parties to target
the rental opportunities for mobile telephony and television antenna sites.

‘ February 2007 Full power ahead for TenneT

women fell in the year under review compared with the previous year, when women made
up 25 percent of our workforce. This is partly due to the large number of employees (147 in

total) who transferred to TenneT from the regional grid operators, of whom only two were
women.

Age breakdown of TenneT Holding B.V. workforce
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Workforce data of TenneT Holding B.V.

2008 2007 2006 2005 2004

The percentage of women

Number of internal employees 838 567 531 493 491 P ge of

A kf FTE 626 515 490 483 469 dropped from 25 percent to 21
verage workforce (FTEs) percent of the workforce in the

Average age 423 417 411 40.8 413 year under review.

Average time of service (years) * 9.0 79 75 7.3 7.1

External mobility (percentage) 7.3 75 9.2 11.5 8.0

* Average length of service includes employment with TenneT’s legal predecessors.

Absence due to sickness continues to fall
TenneT was able to reduce the sickness absence percentage further in 2008, from 3.3 to
3.1 percent. The sickness absence percentage has fallen by one percentage point since

2004. The combination of the intensive reintegration process and TenneT’s health policy is
bearing fruit.
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‘Lights off’ campaign

TenneT believes the European ‘lights off’ campaign is a good initiative in terms of sustainability,
but not well thought through in practical terms as it could jeopardise the security of supply.

On the evening in question, 1 February, no noticeable irregularities were registered at the National
Control Centre.

NN\ 10 years of national grid management ‘

Once again we surpassed
our mobility target of 10
percent in 2008: 19 percent
of all employees transferred
to a different position in the
company.

February 2007

An SCC pilot project for hired personnel was initiated in the year under review. SCC stands
for ‘Safety, Health and Environment Checklist for Contractors’. As part of this project

the number of accidents occurring during maintenance or office work was registered for
the first time. Accidents in the regions and at TenneT’s project sites and offices were also
recorded. In 2008 there were no accidents that resulted in any of our own employees
taking sick leave, although the extended registration method revealed 12 accidents which
resulted in hired personnel taking short periods of sick leave.

Absence due to sickness at TenneT Holding B.V.

2008 | 2007 @ 2006 | 2005 @ 2004

Sickness absence percentage 3.1 33 35 35 4.1
Annual absence report frequency 13 17 1.6 1.5 13
Average duration of sick leave (days) 8.1 7.1 9.6 13.4 15.0
Number of accidents resulting in 12* 11* 1 0 1
sick leave

* Figure differs from previous years due to a stricter accident reporting system. The safety situation has improved,

however.

Healthy working conditions

TenneT pursues an active health policy and operates a company sports programme to

help employees keep fit and healthy. Sick employees receive support through a range of
reintegration programmes aimed at speeding up their recovery. Reducing the length of
time an employee is absent due to sickness has a positive effect on the success of their
reintegration. For this reason, TenneT aims to get sick employees back to work as soon

as possible. To encourage this, responsibility for case management (support for sick
employees) was transferred to the Personnel Advisor last year. This has brought case
management closer to the employee, with the benefit that the Personnel Advisor knows the
medical history of every employee and can therefore respond better to personal situations.

More information on employee safety and health can be found under the heading ‘Safety’
in the chapter ‘Security, Crisis Management and Safety’ in this annual report.

Committed Power

People who are fit and healthy get more enjoyment out of their work. That is why TenneT
promotes sport and exercise. Committed Power is a company programme in which
employees are encouraged to run, cycle or take part in Nordic walking. Participation in
Committed Power has been on the increase for several years now. In 2008, 331 employees
donned their trainers. Sixty-two cyclists conquered the Puy de Ddme in France, and
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Connection agreements for new power stations and BritNed cable
These agreements will enable TenneT to connect 7200 MW of new capacity to the transmission grid
at the Maasvlakte site, allowing for a 35% growth in large-scale installed production capacity.

‘ June 2007

159 runners ran the Lisbon half-marathon while 110 walkers completed a tough Nordic
walking event near the Portuguese capital. Committed Power also played a role in the
recruitment campaign, as itis a clear ‘Unique Selling Point’ for TenneT as an employer.

Mobility and training

TenneT is committed to offering a healthy, stimulating working environment. This
includes ensuring that the organisation offers sufficient challenges. Mobility — transferring
to a different job or department within the company — is therefore actively encouraged.
Once again we surpassed our mobility target of 10 percent in 2008. Nineteen percent of
all employees transferred to a different position or department in the company, while

7.3 percent left the organisation to take up positions elsewhere.

A stimulating working environment also involves allowing employees to develop
through training. This opportunity was taken up with great enthusiasm in 2008. A total
of 55,649 hours were spent on training. Investment in training and education amounted
to almost 3 percent of the average pay per employee. Compared with the national
picture, TenneT spent an above-average amount of time and money on staff training and
development.

Recruitment campaign successful

The recruitment campaign ‘Your Energy Is TenneT’s Strength’ put the spotlight on four
TenneT employees, using billboards, advertisements and other means of communication.
These ‘standard bearers’ represented the types of candidates being sought: engineers

at MBO (intermediate vocational education) level, and engineers, IT specialists and staff
assistants at HBO (higher vocational education) or university level. The recruitment
website www.werkenbijTenneT.nl played a prominent role in the campaign.

The personal approach appealed to the target groups TenneT was aiming at. By the end
of 2008 sufficient numbers of new employees had been taken on to meet the targets.
The approach and tone struck exactly the right chord, and this was confirmed by the fact
that Digitaal-Werven.nl voted the campaign the ‘Best Online Job Application Experience’
of 2008. According to the jury, which examined the campaigns of more than 350
organisations, TenneT’s recruitment website stood out because of its personal touch and
easy navigation.

Collaboration with the education sector

TenneT is committed to working closely with higher education. By maintaining close ties
with higher vocational education institutions and universities, TenneT hopes to interest
more students in electrical engineering and, in particular, the high-voltage system and
to raise the company’s profile. The aim behind these efforts is to structurally improve
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The new recruitment campaign
hit the mark with the target
groups TenneT was aiming at:
210 vacancies were filled by the
end of 2008.



Monitoring Report 2007-2013

The purpose of the Security of Supply Monitoring Report is to provide an insight into the expected
development of the domestic supply of and demand for electricity. In the report, TenneT looks at
the expected developments over a 15-year period. This Monitoring Report shows that the Dutch
electricity system will have a significant export potential from early 2012 onwards.

NN\ 10 years of national grid management ‘

July 2007

TenneT’s position in the job market. In this context we maintain a close relationship with
the Delft, Eindhoven and Twente Universities of Technology which are promoting energy
technology as a course of study and which offer scope for doctoral research.

In September 2008, 23 electrical engineering students from three Dutch higher education
institutions embarked on the Power Minor course which is co-financed by TenneT. Power
Minor consists of three consecutive modules which cover the whole of the energy supply
chain. This course is unigue in the Netherlands and ties in closely with the day-to-day
reality of working in the energy sector.

TenneT also contributes to the De Watt? campaign, a joint initiative of the entire energy
sector. The aim of this campaign is to generate interest in technology among young
people. The campaign was initially aimed at pupils in lower secondary professional and
intermediate vocational education, but since 2008 it has been expanded to include those
in higher vocational education as well. The campaign provides an insight into the career
opportunities for students in the energy sector.

TenneXT programme completed

In 2007 and 2008 TenneT worked closely with the regional grid operators on the transfer
of management of the 110 kV and 150 kV grids. This transfer took place in the framework of
the Independent Grid Administration Act. In the first year the organisation was prepared
for taking on the management activities. The actual integration took place last year.

During the discussions on the transition process it became apparent that the requirements
and circumstances of each grid operator differed. TenneT therefore made individual
arrangements with each company. The most striking results were achieved with Essent in
2008. We took over all high-voltage activities for the 110 kV and 150 kV grids in November,
as a result of which we opened two regional offices in Hoogeveen and Weert. A total of

141 Essent employees transferred to TenneT. Most are now working in the regional offices;
some took up positions in various departments at our Arnhem head office.

By the end of 2008 the TenneXT programme was virtually completed. The operational
management of all regional grids will be controlled from TenneT’s second National Control
Centre by no later than 2010, and is being transferred in stages.

Management development programme gets under way

TenneT launched its first management development programme in 2008. The aim of

this programme is to develop managerial skills. The programme, which meets TenneT’s
desire to further professionalize the organisation, is designed for two target groups: senior
managers (employees who have already demonstrated that they can lead a team and want
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Solution in the north

Expansion of Board of Management To create more transmission capacity in the north
The Supervisory Board asks for the number of the Netherlands in the short term, TenneT
of board members to be increased because retains a line that was to have been disconnected.
of the organisation’s growth and the This line is also to be upgraded to a voltage level of
increase in the number of activities. 380 kV.
‘ December 2007 ‘ December 2007

to enhance their skills in this area) and high potentials (young employees with several
years’ work experience). The programme for the latter group will kick off in 2009. It will
also be expanded to include group heads and managers in 2009.

Young TenneT

An association for young TenneT employees was set up in 2008 (Young TenneT). This group
organises a range of business-related and social activities with the aim of encouraging
networking within the company and promoting personal development. These activities
include talks on subjects related to TenneT’s area of work, excursions to substations or
production units, a bi-monthly social get-together, and exchanges with other associations
for young employees in the Netherlands. Young TenneT also supports recruitment of new
employees by taking part in study and job fairs.

Works Council

In March 2007 a new Works Council was set up to handle the entire TenneXT process, i.e.
the transfer and integration of the management of the 110 kV and 150 kV grids. A Works
Council TenneXT contact group was created, which met monthly with the Director

of Corporate Development and the TenneXT project leader. The Works Council was
therefore able to keep up to speed with progress in the acquisition process for the transfer
of ownership, and the integration of the grid management activities into the TenneT
organisation.

In 2008 the Works Council was able to advise promptly on the integration of staff,
particularly from Essent, and the transfer of ownership of the grids operated by Liander
(formerly Continuon) and Enexis (formerly Essent Netwerk). In 2008 the Works Council
also handled the necessary advice and approval requests relating to TenneXT, covering
such topics as organisational changes, accommodation and relocation and personnel
schemes. The overarching aim was to equip the organisation to manage all the grids
efficiently and to accommodate the incoming staff.

Regular activities relating to general employment conditions and personnel policy,
financial forecasts, security, and health and safety continued as usual. In 2008 the Works
Council agreed to:

amend the Job Level Matrix;

amend the maintenance procedure in the job description manual;

allocate standby hours for shift workers (to be used for work meetings, training or
instruction);

monitor and play back telephone calls of operators in the System Supply and
Transmission Services departments;
amend the commuting schemes in both permanent and temporary situations.
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TenneT celebrates its tenth anniversary!
More highlights from 2008 can be found in the Review on page 10.

NN\ 10 years of national grid management ‘

December 2008

In the year under review the Works Council was able to handle a total of 20 requests for
advice and approval. This was made possible by the effective strategy of working with
committees and the constructive advance arrangements made with management on the
involvement of the Works Council in the decision-making process.
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Electricity transmission grid of TenneT TSO B.V.

380 kV substation / overhead connection / cable Feda (Norway) t

220 kV substation / overhead connection / cable

150 kV substation / overhead connection / cable

Cross-border interconnection F

Subsea cable to Feda (Norway)

BritNed project subsea cable

Randstad 380 kV project (- - — underground) (section under development)
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Projects

PROJEC

TenneT has signed an agreement
with the municipal authorities of
Zoetermeer and Lansingerland
concerning the relocation of the
380 kV substation at Bleiswijk.

In 2010, this switching and
transformer substation is to be
moved from the north side to the
south side of the A12 motorway.
The substation is currently located
in the centre of the area designated
as the future site of the Bleizo
transport hub by the municipal
authorities of Zoetermeer and
Lansingerland. In 2010, the
Bleiswijk high-voltage substation
is set to become the main link
between the northern and
southern ring of the new 380 kV
connection serving the Randstad
region.

The Westerlee substation forms
part of the wide-ranging Randstad
380 kV project. The aim of this
project is to ensure security

of supply in the long term.
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Westerlee plays an important

role in transmitting the electricity
generated by horticultural
businesses via the transmission
grid. Because horticultural
businesses are installing large
numbers of CHPs, there is a regular
energy surplus in the Westland
region. At present we are still
transmitting this surplus capacity
to The Hague region via the 150 kV
grid, but in the future the Westland
region will also be linked to the
380 kV grid. For the Westerlee
substation, 2008 was taken up
entirely by engineering activities
and permit procedures. We started
the construction work at the end
of the year. The substation will be
commissioned at the end of 2009.

The route of the south ring

of the Randstad 380 kV high-
voltage line between Beverwijk
and Wateringen was finalised in
2008. Besides a northern section
totalling some 65 kilometres,
the high-voltage connection also
includes a southern section of
approx. 20 kilometres which will
run from Wateringen to Bleiswijk,
and from Bleiswijk to Beverwijk.
The high-voltage connection will
be built largely above-ground

using new, innovative Wintrack
pylons. In addition, TenneT will be
laying approximately 20 kilometres
underground, which is regarded

as extremely innovative, evenin

an international context. TenneT
will be monitoring the behaviour
of the underground cables in
collaboration with Delft University
of Technology.

This substation is being built to
connect a production unit and link
the 150 kV grid to the 380 kV high-
voltage grid, and to accommodate
new production capacity. The
detail engineering work was
completed in 2008. After issuing
calls for tenders and awarding

all the contracts, TenneT started
building the substation. It will be
commissioned in the third quarter
of 2009.
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After completion of the engineering work, TenneT started work on the site in
2008. In order to minimise the nuisance caused by the building work, we entered
into a covenant with local residents. The dyke is to be moved so that there will be
more public space remaining outside the substation. We are also siting the new

transformers further away from the residential area, and the high-voltage pylons to

Rijswijk are being replaced by underground cables. The municipality of The Hague
is still looking for an alternative site for a number of transformers.

The demand for connection
capacity is growing steadily in this
area on account of the installation
of CHPs. In 2008 the decision

was taken to build a new 150 kV
substation at De Lier. Specifications
were drawn up and a design was
produced. The project was also
put out to tender on a European
level. While the engineering work
was going on, all the permits
were applied for and the land was
purchased and prepared for the
build. TenneT is also laying a cable
connecting the substation to the
high-voltage grid.
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We are investing heavily in the
grid in the Westland region. In
the course of 2009 and 2010

new cable connections and
transformer substations are to

be commissioned there, which
will provide more capacity.

The regional electricity grid is
currently undergoing expansion
and the capacity for the exchange
of electricity with the TenneT-
operated high-voltage grid is
being enlarged. The planned
infrastructural expansions include
anew cable link to The Hague and
the construction of two new high-
voltage substations at Westerlee
and De Lier.

A major achievement: by working
extremely efficiently we were able
to build the Borssele substation in
one year. The new 380 kV switching
substation was commissioned

in the third quarter of 2008. The
construction of this substation
has enabled us to connect the
new Sloe power plant to the grid
and increase the interconnection
capacity.

A new additional underground
high-voltage cable was installed

in the Westerschelde estuary.

In May 2008, Delta Infra laid
anew 150 kV cable between
Terneuzen in Zeeland Flanders (the
southernmost region of the Dutch
province of Zeeland, bordering
Belgium) and Ellewoutsdijk in
South Beveland (the peninsula
immediately to the north). The
cable connection will transmit the
expected increase in electricity
production in Zeeland Flanders to



the national grid. There are already
two connections installed along
the seabed of the Westerschelde
estuary: a 150 kV cable and a

50 kV cable. The new cable was
laid in a separate trench more

than 7 kilometres in length. Work

The upgrade involves installing

an additional 380 kV transformer
to create a complete switching
substation. A new Electrabel power
station will be connected to the
substation. The new substation will
be operational in 2009.

started in May, and the connection
was linked to the existing 150 kV
grid in South Beveland at the
beginning of October.

TenneT is planning to upgrade

the Vierverlaten-Zeijerveen-
Hoogeveen route to make more
capacity available for the high-
voltage grid in the north of the
Netherlands. According to the
Drenthe Provincial Environmental
Plan and the Overijssel Regional
Plan, this line would actually be
decommissioned in 2010. However,
because of the constantly growing
demand for capacity on the grid
and in order to avoid destruction

The 150 kV substation in Bergen
op Zoom is being extended with
the addition of a transformer field
for Enexis. Another extension

for a customer connection for
Windnet (70 MW) is also being
implemented. This connection is
needed to enable wind energy to
be supplied to the grid.

A of capital, TenneT has been calling
for the Hoogeveen-Zwolle route
The new 380 kV connection to be preserved and upgraded.
between Borssele and the In concert with the Ministry of

Economic Affairs and the provincial
authorities, a plan was drawn

up for compensating measures

in Reestdal and Oude Diep, two
valuable nature reserves through
which the line runs. TenneT is
earmarking EUR 10 million for land
purchases and other measures to
facilitate nature development and
for wildlife corridors in the National
Ecological Network.

national ring will link up the new
production sites in Zeeland.

This new connection will help to
improve security of supply in the
Netherlands. The organisation for
the South-West 380 kV project
was set up in 2008. Itis ajoint
project with the Ministry of
Economic Affairs and the Ministry
of Housing, Spatial Planning and
the Environment. The connection is
expected to go live in late 2014.

An extension of the 380 kV
substation in Lelystad is planned.
Construction of the substation
progressed very well in 2008.

Annual Report 2008 / Projects 91



PROJECT

A start has been made on the
construction of a new 380 kV
substation at Eemshaven. The site
has been prepared for the build and
the permits have been applied for.
The reason for this new substation
is the continuing increase in
demand for connections to the
grid from new producers. The
substation will be commissioned in
2011.

TenneT is laying a new 380 kV

line between the large-scale
production site at Eemshaven and
the national high-voltage grid

in the west of the Netherlands
(Diemen substation). The initial
memorandum will be published
in 2009, whereupon the project
will be officially announced to the
public.

The NorNed cable has been operational since May 2008 and in little more than six

months has produced approx. EUR 110 million in revenue, more than twice as much

as had been expected. The business case drawn up for the NorNed cable assumed
annual revenues of EUR 74 million. This revenue stream is being used to finance
new interconnection projects. Trade via the NorNed cable takes place by means
of an explicit auction organised jointly by TenneT and Statnett, at which market
parties buy capacity and electricity separately. This system is temporary; the
parties involved are working on an implicit auction which will come into operation
in the future. Capacity and electricity will be traded simultaneously at the implicit

auction.
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Itis a long time since electricity
was merely a local, provincial or
even national issue. The Dutch
electricity grid is now an integral
part of the Northern European
grid. To meet the demand for
additional interconnection
capacity with Germany, a fourth
interconnection to our eastern
neighbours is planned between
Doetinchem (Netherlands) and
Wesel (Germany). The initial
memorandum for the project will
be published in the spring of 2009.

‘BritNed’ is the name of the cable
that will connect the Dutch and

UK markets from 2011 onwards. In
2008, construction work started
on the converter stations at the
Maasvlakte site in the Netherlands
and on the Isle of Grain on the
British side. TenneT is collaborating
with the British utilities company
National Grid on a 260-kilometre-



long subsea electricity cable. This
cable will contribute to security
of supply in the Netherlands and
the UK and will improve customer
access to the European market.
About 45 percent of the cable is
now in place and we have been
looking at ways of selling the
capacity to market parties.

PROJEC

In 2007, a Memorandum of
Understanding was signed by
representatives of the five national
governments of the Netherlands,
Belgium, Luxembourg, Germany
and France, their regulatory
authorities, electricity exchanges
and grid operators on the
interconnection of the electricity
markets and security of supply in
Central Western Europe (CWE).
The key part of the MoU was

the implementation of market
coupling between the five
countries. The parties concerned
designed the methodology,
processes and systems in 2008.
Construction and implementation
will take place in 2009, and the
market coupling will be operational
in the first half of 2010.

Annual Report 2008 / Projects
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TenneT has greatly stepped up its innovation
activities in recent years. It has done so in
response to various external developments,
including European market integration and
the process of rendering our energy supplies
more sustainable. As Mel Kroon, President and
CEO of TenneT, explains: “Society demands
sustainable development and TenneT intends
to lead the field.”

TenneT has greatly stepped up its innovation
activities in recent years. It has done so in response
to various external developments, including
European market integration and the process of
rendering our energy supplies more sustainable. As
Mel Kroon, President and CEO of TenneT, explains:
“Society demands sustainable development and
TenneT intends to lead the field.” TenneT is playing
a particularly active role in the development of

an integrated energy market for north-western
Europe. Mel Kroon predicts that the Netherlands will
soon be the ‘energy hub’ of the entire region, and
believes that TenneT will be closely involved in the
process of integrating sustainable energy, including
that from large-scale offshore wind farms, into the
national grid. In 2002, when Kroon first came to
TenneT, grid managers had little incentive to pursue
innovation. “Our lines, grids and substations had
shown a consistently high degree of reliability for
many years. That was important, and it remains so
today. TenneT is judged in terms of the security of
supply, so that must be a key focus. Nevertheless,
there are now many developments which must also
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be addressed. They include the emergence of an

integrated regional market, increasing national and

international demand for transmission capacity,

and the desire for greater interconnection between

national markets. These developments will all

benefit the Dutch economy and the country’s energy

consumers, both business and domestic. The process

of rendering our energy supplies sustainable must 95
also be an international undertaking.”

Energy hub

Kroon sees the 2004 decision to invest in the
NorNed cable, the undersea connection between
the Netherlands and Norway, as a prime example of
TenneT’s commitment to market integration, and
to making cleaner hydroelectric power available

to Europe as a whole. “We were not deterred by

the pessimists who cited vast budget over-runs on
other major infrastructure projects. We dared to
take the risk because we were convinced that this
cable would make a substantial contribution to the
socio-economic wellbeing of our country.” TenneT
continues to pursue innovation in all its many forms.
The Netherlands is now a leading player in the
integration of the regional market. Kroon considers
this only fitting. “We have a relatively small domestic
market and that forces us to take a more European
perspective. The Netherlands’ geographic location
makes it an ideal candidate to become an ‘energy
hub’ for the entire European market. We should



be proud of our part in innovations such as the
interconnection of energy markets.”

To maximise the benefits of market integration,
TenneT will continue to invest in interconnections
with other countries. Feasibility studies for a new
undersea cable to Denmark are ongoing and will be
completed in 2009. The plan foresees a significant
role for wind power produced in Denmark. A second
NorNed connection is also on the drawing board,
while cooperation with the German transmission
system operators has already been stepped up.

In the past, the Netherlands has been a net importer
of electricity. It is now rapidly becoming a net
exporter. “Our country is an ideal location for
producers supplying the European market,” Kroon
explains. “Not only are there good transport routes
for fuel and a constant supply of cooling water, but
the transmission grid itself is of very high quality.
There are new production units coming ‘online’

all the time. They enhance the security of supply
and therefore bolster the Dutch economy. It falls to
TenneT to ensure that the grid has the capacity to
cope with this additional supply. We will therefore
invest billions of euros in expansion during the next
few years.”

Smart grids

Another social trend which encourages innovation
is the desire for sustainability. TenneT is currently
investigating how to connect large offshore wind
farms to the national grid in the most efficient
manner possible. Kroon also foresees a future of
‘smart’ meters and grids which, due to the increase
in decentralised generation from combined heat

methods, such as the ‘energy island’ concept, hydro-
electric turbines in disused mineshafts, or a million-
strong fleet of electric vehicles. TenneT can play a
significant part in all such innovations.”

Wintrack pylon

Kroon contends that TenneT is now far more

aware of the wishes of society, and is responding
accordingly. This is inevitable. “Society demands that
we are creative. And indeed we are: look at the new
underground 380 kV cable in the Randstad region,
which at twenty kilometres is the longest of its type
anywhere in the world. If we were concerned solely
with commercial interests, we would much prefer to
lay these heavy-duty connections above ground for
reasons of cost and reliability.”

Another example of innovation in response to
societal demand comes in the form of the Wintrack
pylon. “The Wintrack concept is a direct result

of the discussions about the possible health risks

of exposure to electromagnetic fields. When the
Ministry of Housing, Spatial Planning and the
Environment reduced the permissible exposure
levels, we did not put up a fight. Rather, we
unleashed our creativity. Staff in various parts of the
organisation came up with some excellent ideas as to
how the electro-magnetic fields around these pylons
could be reduced. Eventually, we settled on a design
in which the cables are suspended from the pylon

in a circular pattern. This does indeed reduce the
electromagnetic fields, allowing buildings to be sited
much closer to the new Wintrack pylon than to their
traditional counterparts.”

Open mind
An open mind is not only essential within the

and power units, wind turbines and solar panels,

are truly ‘two way’. “It is all about balancing

supply and demand as efficiently as possible. These
developments call for a more flexible system. If there
are high winds at sea at night and the wind farms can
generate a substantial amount of sustainable energy,
we must be able to ‘buffer’ or store that energy,
given that demand will be extremely low at that very
moment. We must therefore investigate new storage
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organisation, but externally as well, Kroon stresses.
TenneT and its counterparts throughout Europe will
cooperate even more closely in future, as demanded
by the nature of European free trade agreements.
TenneT has already joined forces with its German
counterpart RWE Transportnetz Strom to set up

a joint Security Service Centre which monitors

the flow of electricity between the two countries.
Kroon believes TenneT can learn much from other



TSOs in areas such as efficiency in construction and
transmission. “International cooperation is essential if
the market is to be strengthened. We can learn much
from each other’s working methods and experience.
TenneT will continue to innovate. At present we
ourselves are one of the country’s main ‘consumers’
of electricity. Innovation will enable us to reduce our
grid losses. Cutting these losses by just 25% will make
asignificant difference.”

Annual Report 2008 / Interview Mel Kroon / Innovation
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Innovation involves far more than just the
latest technology. Grid managers must keep
up to date on all fronts, whether it be physical
infrastructure, international cooperation

or funding arrangements. Mart van der
Meijden is TenneT’s Innovation Manager.

“We have now professionalized our innovation
activities,” he reports.

If there is any market which has been particularly
dynamic in recent years, it is the energy market.
There has been a process of liberalisation throughout
Europe, leading to inevitable changes. Partly due to
Al Gore’s efforts, more people have come to realise
the urgency of taking action on the sustainability
front. “TenneT faced a further challenge as new
production suddenly peaked and we had to build
new infrastructure much earlier than planned,”
recalls Van der Meijden. “We therefore had to step
up the pace of innovation.”

In order to bring new ideas to maturity more quickly,
TenneT restructured its innovation activities,
whereupon Van der Meijden was appointed
coordinator of a new ‘innovation support team’.
“The team includes a programme manager from
each business unit,” he explains. “These managers
encourage staff to come up with new ideas, and try

the landside grid, with enhanced flexibility by means
of electricity storage, either local or international.
The second main area is environment, health and
safety, in which TenneT’s innovations include the
‘Wintrack’ pylon with its particularly low magnetic
field. The third area is quality and security of

supply. The Netherlands enjoys a particularly strong
reputation in this regard, not least due to its use of
very long underground 380 kV cables. The length of
those cables is limited by the risks to voltage stability
and the security of supply. Two of the country’s
Universities of Technology — Delft and Eindhoven

k)

—are researching ways to overcome the inherent
problems. The fourth area is efficiency and efficacy,

which will soon become particularly important, Van
der Meijden believes. “We wish to utilise the grids

as efficiently as possible using a number of new
systems such as ‘flow-based allocation’. This helps to
coordinate supply and demand between countries,
further to the integration of the market. The
increase in exports and imports, and the resulting
fluctuations, have changed everything.”

Many of Van der Meijden’s examples involve a

to give those ideas a chance. This really is a ‘bottom-
up’ process, with many suggestions coming from the
work floor. We are not an academic group; we like to
get our hands dirty!”

TenneT pursues innovation in four main areas. The
first is the transition to more sustainable energy
sources. Ideas include a plan for a ‘wall socket at sea’
which would connect offshore wind production with

form of systems innovation. “The system-based
approach is becoming increasingly important, as
amply illustrated by the energy storage studies we
have conducted. It is not so much a question of
which solution will work, but which combination

of solutions will work best. This is TenneT’s real
strength: the ability to think in terms of the system
as awhole rather than a series of isolated solutions.”
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Organisation

Activities
TenneT Holding B.V. currently manages the following businesses (as at March 2009):

Regulated activities

TenneT TSO B.V. carries out regulated activities. These are statutory tasks related to
managing the national transmission grid and maintaining the required energy balance
between supply and demand in the Dutch electricity grid. TenneT has delegated several
regulated activities of an operational nature to subsidiaries.

TenneT TSOB.V.

This company manages the Dutch national high-voltage grid and the cross-border
interconnections. As of 1January 2008, the national transmission grid includes all
electricity grids with a voltage level of 110 kV and higher. TenneT TSO B.V. also maintains
the energy balance between supply and demand in the Dutch electricity grid.

B.V. Transportnet Zuid-Holland (trading as TenneT Zuid-Holland)
This company owns the 150 kV grid and part of the 380 kV grid in the province of Zuid-
Holland.

TSO Auction B.V.

This company auctions the available capacity on the five cross-border interconnections

in the high-voltage grid (two to Belgium and three to Germany). The activities of TSO
Auction are to be transferred to CASC-CWE S.A. in the near future. The monthly and annual
auctions have already been transferred. The daily auctions are still organised by TSO
Auction.

CertiQB.\V.

This company issues certificates for sustainably generated electricity. The object of these
Guarantees of Origin is to confirm sustainable generation and to obtain grants under the
government scheme operated by SenterNovem. The Guarantees are registered, issued and
traded electronically.
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Organisational structure TenneT Group
(as atJanuary 2009)

State of the Netherlands

100%

TenneT Holding B.V.

Regulated activities | Unregulated activities

TenneT TSO B.V.

100% 100% 100% 100% 100%

70.06% 100% 100%

100%
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EnerQ B.V. (in liquidation)

The activities of EnerQ ended on 1 January 2009. The company was dissolved with effect
from the same date. This is the result of the Minister of Economic Affairs’ decision to
transfer the implementation of the MEP grants scheme to SenterNovem with effect from 1
January 2009.

Saranne B.V.
Saranne B.V. is the legal owner of those components of the 220 kV and 380 kV grid of
which TenneT TSO B.V. is the economic owner.

Foundation for the Management of Allocated Funds from the National High-Voltage Grid
This foundation (in Dutch: Stichting Beheer Doelgelden Landelijk Hoogspanningsnet)

was established as a trust office to manage the allocated funds received by TenneT in its
capacity as administrator of the national high-voltage grid through performance of its
statutory duties. These allocated funds comprise proceeds of imbalance settlements and
auction receipts. TenneT TSO B.V.’s allocated funds are intended for specifically designated
purposes.

Unregulated activities

Besides the regulated activities TenneT Holding B.V. also undertakes several activities
aimed at supporting the energy market and ensuring that it operates smoothly. It is
precisely the company’s independent position that makes it prudent for TenneT Holding
B.V. to perform these activities. In doing so TenneT applies unambiguous criteria when
deciding whether or not to carry out new activities. They must in any event contribute
to enhancing the transparency and efficiency of the Dutch energy market, or to the
environmental quality of energy. The activities must support our statutory tasks and not
put them at risk. They may not impair the quality or independence of TenneT TSO B.V.

APXB.V.

APX Group, with its head office in Amsterdam, is a group of international electricity and
gas exchanges for short-term trading in Belgium, the Netherlands, Luxembourg and the
United Kingdom. N.V. Nederlandse Gasunie owns 26.1% of the shares, the Belgian gas
transport company Fluxys S.A. owns 3.84%, and the remaining 70.06% are held by TenneT
Holding B.V. The core activity in the Netherlands concerns the spot market for electricity.
Itis possible to trade anonymously on this market by means of an auction system that runs
on an electronic trading platform. Trading is in spot contracts for next-day and intraday
delivery. The exchange clears the contracts and publishes information, including a daily
price index.

* APX Commodities Ltd. (formerly APX Gas Ltd.)

APX Commodities Ltd. facilitates two thirds of all 24-hour and spot trading of gas in the
United Kingdom. In 2007 APX Power Ltd. subsumed the activities of APX Power UK, the
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independent electricity exchange in the United Kingdom which facilitates anonymous
continuous trading in spot and forward contracts, under APX Commodities Ltd.

* APX Power Ltd.

Inactive company, activities incorporated into APX Commodities Ltd.

¢ APX Clearing Ltd.

Dormant company.

*APX Gas NLB.V.

In collaboration with Gas Transport Services B.V., APX Gas NL B.V. facilitates intraday and
spot trading on the Title Transfer Facility (TTF), a virtual platform in the Netherlands.

* APX Gas Zeebrugge B.\V.

APX Gas Zeebrugge B.V. provides a gas trading platform at the Belgian port of Zeebrugge.
It acts as a central counterparty to allow parties to trade anonymously.

* Endex European Energy Derivatives Exchange N.V.

Endex European Energy Derivatives Exchange N.V. was established with the aim of
developing a trading platform for bilateral long-term transactions in the electricity market.
*Belpex S.A.

APX holds 10% of the shares in Belpex, the Belgian electricity exchange.

NLink International B.V.

NLink International B.V. was established to develop and build international submarine
cables, including a submarine cable to the United Kingdom.

¢ BritNed Development Ltd.

BritNed Development Ltd. is a 50/50 joint venture of NLink International B.V. and National
Grid International Ltd., with its registered office in London. It was set up to develop, build
and operate an interconnector between the Netherlands and the United Kingdom.

NOVECB.V.

NOVEC B.V. rents out and manages antenna sites for distributing radio and television
signals via the air and for telecommunication purposes.

*Relined B.V.

This 50/50 joint venture between NOVEC B.V. and ProRail B.V. operates the fibre-optic
cable infrastructure of the high-voltage grid and the railway network.

*Nozema Agro Beheer B.V.

This company manages the land surrounding the antenna site at Zeewolde.

New Values B.V.

New Values B.V. is a 50/50 joint venture of TenneT Holding B.V. and Rabobank Netherlands.
New Values is an electronic market that facilitates trading in carbon dioxide emission
allowances by means of a full-trade electronic trading platform.

¢ European Energy Auction B.V. (trading as EnergieKeuze)

EnergieKeuze (Energy Choice) is an on-line auction house that facilitates the trade in
supply contracts for the business market in the Netherlands and Belgium.
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TenneT also holds the following minority interests:

CASC-CWE S.A.

CASC-CWE (Capacity Allocation Service Company for the Central Western European
Electricity Market) was established in 2008 by the TSOs of Belgium, the Netherlands,
Luxembourg, France and Germany for the purpose of auctioning cross-border
interconnection capacity. TenneT TSO B.V holds 14.3% of the shares in CASC-CWE S.A.

Energie Data Services Nederland (EDSN) B.V.

EDSN facilitates message traffic and data exchange between market parties in support of
regulated and unregulated customer-related processes in the gas and electricity sector.
TenneT TSO B.V. holds a 25% stake in EDSN.

Belpex S.A.
Belpex S.A. is the Belgian electricity exchange. TenneT Holding B.V. holds a 10% stake in
Belpex S.A.

HGRT

TenneT TSO B.V. holds a 24.5% interest in the holding company HGRT (Holding de
Gestionnaires de Réseaux de Transport d’Electricité S.A.S), through which TenneT TSO B.V.
participates indirectly in Powernext S.A.

* Powernext S.A.

Powernext S.A. is the French electricity exchange. HGRT has held 52.25% of the shares since
3July 2008.
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TenneT Board of Management

From left to right: Willem Keus, Mel Kroon, Ben Voorhorst and Lex Hartman

J.M. (Mel) Kroon MBA
President and Chief Executive Officer
Born: 1957
Appointed: 2003
Previous positions: - Managing Director of Hooge Huys Verzekeringen N.V.

- Deputy Chairman of the Executive Board of SNS Reaal
Verzekeringen N.V.

- Marketing & Sales Director of the Traction Division at Holec N.V.

- Marketing Director of Fokker Aircraft

Non-company positions:  Chairman of the Supervisory Board

-NOVECB.V.
Member of the Supervisory Board

- Havenbedrijf Rotterdam N.V.

- Diamond Tools Group B.V.

- APX B.V.
Member

- Steering Committee of the Association of European Transmission
System Operators (ETSO)

- Board of Belpex S.A.

- Board of Directors of Powernext S.A.
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B.G.M. (Ben) Voorhorst MBA
Chief Operating Officer
Born: 1959
Appointed: 2007
Previous position: - various management positions within TenneT
- head of information provision at SEP (TenneT’s predecessor)
- various management positions in the software industry
Non-company position:  Member of the Supervisory Board
- Energie Data Services Nederland B.V.
Member
- Steering Committee of the Union for the Coordination of
Transmission of Electricity (UCTE)
- Executive Committee of the Netherlands Association for Energy
Data Exchange (NEDU)
- Executive Committee of the Netherlands Association of Energy
Grid Operators (ENBIN)
- Board of the Rotterdam Sustainability Initiative Foundation,
Cradle to Cradle

W.A. (Willem) Keus
Chief Financial Officer
Born: 1954
Appointed: 2008
Previous positions: - Director of Finance & Control at Delta N.V.
- Director of Corporate Control at Essent
- Chief Financial Officer at PNEM/Mega Group
- Chief Financial Officer at Mega Limburg
- Treasurer at Unilever Europe
Non-company positions:  Member of the Supervisory Board
- NOVECB.V.
Member
- Board of BritNed Development Ltd.
- Board of Directors of Powernext S.A.

A.A. (Lex) Hartman
Director of Corporate Development
Born: 1956
Appointed: 2008
Previous positions: - various management positions within TenneT
- manager of the Metaalunie Legal Assistance Foundation
- lawyer in Utrecht and Nijmegen
- part-time lecturer in management and marketing
Non-company positions: - Chairman of the NorNed Steering Committee
- Chairman of the Board of BritNed Development Ltd.
- Director of NLink International B.V.
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TenneT Supervisory Board

110

Born:

Appointed:

Term of office expires:
Previous position:
Non-company positions:

Born:

Appointed:
Reappointed:

Term of office expires:
Previous position:
Non-company positions:

R.E. (Ruud) Selman
Chairman of the Supervisory Board, Chairman of the Remuneration
and Appointments Committee
1937
1998
2011

- Deputy Chairman of the Board of Management of Koninklijke DSM N.V.
Chairman of the Supervisory Board

- Broadview
Chairman

- Board of the Shares Trust Office Foundation of ASM Lithography
Member

- Governing Board of the VOPAK Shares Trust Office Foundation

A.W. (Aad) Veenman
Member of the Supervisory Board
1947
2005
2009
2017
- President and CEO of Netherlands Railways
Chairman of the Supervisory Board
- Koninklijke Ten Cate N.V.
Member of the Supervisory Board
- Rabobank Netherlands
Member
- Executive Committee of the Next Generation Infrastructures
Foundation (NGInfra)
Chairman
- Community of European Railway and Infrastructure Companies
(CER)
- Supervisory Board of ICT Regie
- Advisory Council of the National Aerospace Laboratory of the
Netherlands (NLR)



J.E.T. (Jan) Vugts
Member of the Supervisory Board, member of the Audit Committee
Born: 1942
Appointed: 2001
Reappointed: 2009
Term of office expires: 2014
Previous position: - Chairman of the Board of Management of SNS REAAL N.V.
Non-company positions: ~ Chairman of the Supervisory Board
- Van Grinsven Drukkers B.V.
Chairman
- Board of Alewijnse Foundation
Member
- Board of the Trust Office Foundation of Marleau Pierre
- Board of the Trust Office Foundation of MercaChem Holding

J.F. (Fokko) van Duyne
Member of the Supervisory Board, member of the Remuneration
and Appointments Committee
Born: 1942
Appointed: 2001
Reappointed: 2009
Term of office expires: 2014
Previous position: - Chairman of the Board of Management of Hoogovens/Corus
Non-company positions:  Chairman of the Supervisory Board
- Gamma Holding N.V.
- OPG Groep N.V.
- De Nederlandsche Bank N.V.
- Koninklijke Verkade N.V.
Crown-appointed member of the Social and Economic Council of the
Netherlands (SER)

C. (Cees) Griffioen
Deputy Chairman of the Supervisory Board, Chairman of the Audit
Committee
Born: 1941
Appointed: 2000
Reappointed: 2008
Term of office expires: 2013
Previous position: - Deputy Chairman of the Board of Management and CFO of
Koninklijke KPN N.V.
Non-company positions:  Member of the Supervisory Board
- N.V. Nederlandse Gasunie
- Berenschot Holding B.V.
- KAS BANK N.V.
Member
- Supervisory Council of Noorderbreedte Care Group
Advisor to the Board of Management of Deloitte

Annual Report 2008 / Organisation 111



TenneT senior management

S.P. (Sjouke) S.J.M. (Siem) R.J.A. (Roel) drs. R.R. (Raoul)
Bootsma Bruijns Wolters van Aalst
Business unit Business unit Business unit Control and Reporting
Asset Management System Operations Transmission

Operations

T. (Teun) van Biert O. (Otto) Jager R.L. (René)

Asset Ownership, Treasury Kerkmeester Human Resources
Business Planning and Customer and Market

Regulatory Affairs Development

U.J.G. (Ursela) J.M. (Martin) Y.T.M. (Yvonne) P.S.J. (Pascal)

Schennink-Reulink Schreuder Visser-Stam Zandbelt
Communications Procurement Legal Affairs Financial Shared
Service Centre

_ . il
M.P. (Marc) de Zwaan G.C. (Gineke) van

Information Technology ~ Dijk
CertiQ
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Executive management of wholly-owned subsidiaries

APXB.V. B. (Bert) den Ouden

TSO Auction B.V. B.G.M. (Ben) Voorhorst MBA
CERTIQB.V. G.C. (Gineke) van Dijk
NLink International B.V. A.A. (Lex) Hartman

NOVEC B.V. J.W. (Jan Willem) Tom

Composition of the Works Council

As of March 2007

Bart Rotte Chairman

Henk Sanders Secretary

Herman ten Haken Deputy Chairman

Ed Bakker Member

Ebart van den Berg Member Chair of Health, Safety, Welfare and
Environment Committee

Jan de Boer Member

Harry van Dijk Member Chair of Communications Committee

Peter van der Meer van Houtum Member

Paul Steenmans Member Chair of Finance Committee

René Velthuizen Member Chair of Conditions of Employment and
Personnel Policy Committee

Inge Visschers Member Chair of Organisational Committee

Petra van Leeuwen and Mieke Lantsink serve as administrative secretaries to the Works Council.

From left to right: Peter van der Meer van Houtum, Harry van Dijk, Paul Steenmans, René Velthuizen, Henk
Sanders, Ed Bakker, Ebart van den Berg, Jan de Boer, Herman ten Haken.
Not pictured: Bart Rotte, Inge Visschers.
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Consolidated balance sheet at 31 December 2008
(XEUR 1,000)

ASSETS Ref.

o 01N W N

1

31 December 2008

1,469,998
46,534
11,779
31,485
55,839
12,075

1,627,710

1,216
193,841
223,338
2,712
1,101

420,992

81,000
532,665
99,850
117,733

750,248

5,320

2,886,486

31 December 2007

1,263,001
13,738
43,721
50,117
11,709

1,382,286

1,710
123,564
144,196
3,190
1,375

272,325

14,500
551,468
375,700
309,641

1,236,809

5,320

2,912,950

The balance sheet total includes an amount of EUR 1,094,504 (2007: EUR 1,432,829) that relates to assets not at the Group’s

free disposal (see page 133).
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Ref.
Equity 13
Share capital |
Hedging reserve
Reserve for exchange rate differences
Retained earnings |
Equity attributable to shareholder |
Minority interest |
Non-current liabilities
Loans 4 |
Investment contributions 15 |
Auction receipts 6 _|
Provisions 7
Derivative financial instruments 18 |
Deferred tax liabilities 19 _|
Current liabilities
Investment contributions 5 |
Auction receipts 6 |
Amounts received in advance 20 _|
Provisions 7 |
Loans 4 |
Bank overdrafts 21 |
Accounts payable in connection with
energy exchange transactions 22 _|
Liabilities relating to collateral securities 23 _|
Accounts payable and other liabilities 24 _|
Corporation tax _|
Derivative financial instruments 18
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100,000
1,476
3,439

561,371

656,456
8,946

220,000
356,471
234,371
105,370

4,285

10,437
31,427
21,453
210,000
100,629

222,980
532,665
159,940
2,129
8,927

665,402

920,497

1,300,587

2,886,486
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31 December 2007

100,000
2,355
817
537,669

639,207
6,385

280,420
69,543
122,266
75,350
1,747
1,139

3,137
318,000
247,939

1,664

50,000
266,677

144,208
551,468
131,280
2,330
190

645,592

550,465

1,716,893

2,912,950



Consolidated profit-and-loss account for the year 2008
(XEUR 1,000)

Ref. 2008 2007
25 | 460,258 | 398814
_ - |- 288
| 9,100 _ 3,004

469,358 401,530
26 | 175,197 | 157,571
27 | 38,525 _ 20,252
28 _| 47,249 _ 38,741
29 | 59,495 _ 61,414
12,29 _| 11,678 | ]
30 | 56,302 | 53,197

388,446 331,175

80,912 70,355
31| 27,186 | 38,022
3| 39,087 _ 40,287

- 11,901 - 2,265

69,011 68,090

32 17,731 17,275

33 902 4,124

52,182 54,939

50,702 53,072

1,480 1,867

52,182 54,939
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Statement of changes in equity for the year 2008
(XEUR 1,000)

Attributable to shareholders of Minority Total
the company interest

Paid-up Hedging Reserve for  Retained

and called- reserve  exchange earnings
up capital rate
differences
Balance at 1 January 2007 100,000 3,548 125 509,597 6,091 619,361
Exchange rate differences - - -l 942 - /- 323 -/- 1,265
Increase in fair value - -/~ 1,601 - - - -/- 1,601
Tax payable on increase in fair value - 408 - - - 408
Sale of interest to third parties - - - - - -
Profit for the year - - - 53,072 1,867 54,939
Total recognised income for 2007 - -/~ 1,193 -/- 942 53,072 1,544 52,481
Dividend 2006 TenneT - - - -/- 25,000 - -/- 25,000
Dividend 2006 APX - - - - -/~ 1,250 -/- 1,250
Balance at 1 January 2008 100,000 2,355 -/- 817 537,669 6,385 645,592
Exchange rate differences - - - 2,622 - -~ 1,127 -/- 3,749
Change in fair value - -/~ 5141 - - - -/- 5141
Tax payable on change in fair value - 1,310 - - - 1,310
Sale of interest to third parties - - - - 1,460 1,460
Capital increase 1,496 1,496
Profit for the year - - - 50,702 1,480 52,182
Total recognised income for 2008 - -/~ 3,831 -/- 2,622 50,702 3,309 47,558
Dividend 2007 TenneT - - -/- 27,000 - -/- 27,000
Dividend 2007 APX - - 748 -/- 748
Balance at 31 December 2008 100,000 -/- 1,476 -/- 3,439 561,371 8,946 665,402
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Consolidated cash flow statement for the year 2008
(XEUR 1,000)

Ref. 008 2007
Cash flows from clearing transactions
Receipts:
- Market coupling _ 381,766 _ 139,774
- Energy exchange transactions _| 6,285,382 _| 3,932,505
- Auctions _ 77,322 _| 109,978
- MEP grants _ 403,717 _ 529,777
- Maintenance of energy balance _| 64,608 _| 43,516
7,212,795 4,755,550
Expenditure:
- Market coupling _|-/- 366,675 _|-/- 186,065
- Energy exchange transactions _|-/- 6,285,382 _|-/- 3,932,505
- Auctions |-/~ 39,828 - 53,988
- MEP grants _1-/- 636,416 _|-/- 457,920
- Maintenance of energy balance _-/- 62,921 |-/ 23,469
-/- 7,391,222 -/- 4,653,947
-/- 178,427 101,603
Cash flows from operating activities 37 _| 219,394 _ 126,321
Interest paid _{-/- 37,027 /- 31,846
Interest received _ 12,894 _| 10,064
Interest received on third-party funds _| 15,624 _| 16,421
Amounts received and to be settled in
future tariffs _] 1,861 |-/ 5,655
Corporation tax paid -/~ 22,119 -/ 20,954
190,627 94,351
Cash flows from investing activities
Acquisition of tangible fixed assets 1 _|-/- 273,717 _1-/- 163,615
Acquisition of intangible assets 2 _|-/- 5,578 - 2,581
Acquisition of minority participating
interests 4 _|-/- 5 |-/ 7,773
Acquisition of Endex N.V. _|-/- 20,178 _| -
Acquisition of Telfort Masten B.V. and
Dutch Tower B.V. -/ 23,415 |-/ 2,803
Sale of Endex N.V. _ 1,340 _ -
Other receivables -l 697 _ -
-/- 322,250 -- 176,772
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Ref.

Cash flows from financing activities

New loans

Purchase of securities not at free disposal
Redemption of securities not at free
disposal

Redemption of private loan

Increase in bank overdrafts

Dividend paid

Amounts paid out with regard to securities

Change to cash and cash equivalents

Cash and cash equivalents at 1January
Cash and cash equivalents of acquisitions
Exchange rate differences on cash and cash
equivalents

Cash and cash equivalents at 31 December
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14

21

23 _|

150,000
90,000
23,500
50,420
166,048
27,748
18,803

-/- 179,519

-/- 489,569

1,236,809

5,797

-/- 2,789

750,248
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2007

40,420
222,500
535,436
38,080
26,250
38,420

250,606

269,788

962,536

5,387

-/- 902

1,236,809



1. General notes

TenneT’s regulated activities are undertaken through TenneT TSO B.V.; non-regulated activities are the direct responsibility
of TenneT Holding B.V.

2. Nature of the business

TenneT provides transmission and system services, constructs, operates and manages transmission grids, facilitates the
operation of the energy market, encourages the development of a sustainable energy market and rents out
telecommunications infrastructure.

TenneT has been in charge of managing all grids with a voltage level of 110 kV and higher as of 1 January 2008, with the
exception of grids encumbered by Cross Border Leases. This expansion of our remit is a consequence of the Independent Grid
Administration Act, which was passed in 2006.

TenneT TSO is responsible for the operation of electricity transmission grids within the Netherlands, as well as cross-border
interconnection grids rated for voltages of 110 kV or more. TenneT TSO also facilitates market activities by maintaining the
energy balance between supply and demand, authenticating electricity produced by environmentally friendly methods, and
operating grant schemes to encourage production of environmentally friendly electricity.

The parameters within which TenneT TSO operates are defined in legislation and regulations laid down by the Ministry of
Economic Affairs and the Office of Energy Regulation. The most important of these instruments are the Electricity Act 1998
and the associated Technical Codes (Metering Code, System Code, Information Code and Grid Code), as well as the Tariff
Code drawn up by the Office of Energy Regulation. These codes explain how the provisions of the Act should be complied
with.

As administrator of the national high-voltage grid, TenneT TSO receives funds to enable it to perform its statutory duties.
These assets, which may not be used to fund the company’s general activities, are managed by the Foundation for the
Management of Allocated Funds from the National High-Voltage Grid (statutory name: Stichting Beheer Doelgelden
Landelijk Hoogspanningsnet).

As stated above, TenneT TSO additionally facilitates the operation of the (sustainable) energy market. In this capacity, the
company operates a number of energy exchanges and builds and operates interconnections. Energy exchanges are market
places for the reconciliation of demand for and supply of energy, Energy exchanges arrange the financial settlement of
anonymously negotiated transactions. TenneT also manages part of the infrastructure required to send and receive
broadcasting signals. The entire issued share capital in TenneT Holding B.V. is held by the State of the Netherlands.

TenneT’s head office is located in Arnhem, the Netherlands.
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3. Summary of accounting principles applied

3.1  General notes

The consolidated financial statements have been prepared in accordance with the International Financial Reporting
Standards (IFRS), as published by the International Accounting Standards Board (IASB) and endorsed by the European
Commission. Under European law, compliance with these standards became compulsory for all listed companies in 2005.
TenneT TSO is not a listed company, but has nevertheless chosen to adopt the IFRS with a view to ensuring (international)
comparability. Moreover, adoption of IFRS is increasingly necessary to gain efficient access to capital markets.

The financial statements have been prepared in accordance with the historical cost convention, with the exception of
derivative financial instruments and financial assets possibly available for sale, which have been stated at fair value.

The preparation of the financial statements requires the management to make certain estimates and assumptions. The most
important of these estimates and assumptions are considered in greater detail on page 138.

Standards, amendments and interpretations effective in 2008 that are not relevant to TenneT or that have no implications for

TenneT’s financial reporting:

¢ [FRIC12 ‘Service Concession Arrangements’

*|FRIC 14, IAS 19 ‘The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction’ (effective
from 1January 2009)

*IFRIC 11 ‘Group and Treasury Share Transactions’

*|FRIC 13 ‘Customer Loyalty Programmes’

Standards, amendments and interpretations that are not yet effective in 2008 and that have not been adopted early

*|AS 1 ‘Presentation of Financial Statements’

*1AS 23 ‘Borrowing Costs’ (effective from 1 January 2009)

*IFRS 3/ IAS 27 [ IAS 12 ‘Business Combinations’ (effective from 1 July 2009)

*|AS 39 ‘Financial Instruments: Recognition and Measurement’

*IFRS1, IFRS 2, IFRS 5, IFRS 8, IAS 16, IAS 20, IAS 28, IAS 29, IAS 31, IAS 32, IAS 38, IAS 40, IAS 41and IFRIC 7, IFRIC 10, IFRIC 12,
IFRIC 15 and IFRIC 16.

TenneT will assess the implications of these interpretations in the course of 2009.

3.2 Principles of consolidation

The consolidated financial statements cover TenneT and those group companies over whose financial and operating policies
TenneT is able to exercise direct or indirect control. The assets, liabilities and results of such group companies are fully
consolidated. Financial data concerning joint ventures, over which joint control is exercised pursuant to an agreement with a
third party, are consolidated proportionally in accordance with TenneT’s accounting principles.

The financial data of new group companies are consolidated with effect from the date on which TenneT obtained decisive

control. From the moment of acquisition, the acquired company is stated at the fair value of the assets acquired, equity
instruments issued and liabilities incurred or assumed, plus the costs directly resulting from the acquisition. Identifiable
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assets acquired, liabilities incurred and contingent liabilities assumed (identifiable net assets) in a business combination are
stated initially at their fair value on the acquisition date, irrespective of the extent of any minority interest. The excess of the
acquisition price over the fair value of TenneT’s share in the identifiable net assets acquired is recorded as goodwill. If the
acquisition price is lower than the fair value of the identifiable net assets acquired, the difference is recognised directly in the
profit-and-loss account.

A company is deconsolidated from the date on which decisive control ceases or it is designated as a discontinued operation.
The difference between the selling price, on the one hand, and the net asset value including associated goodwill and the
currency translation reserve at the date of sale, on the other, is recognised in the profit-and-loss account.

Share of
capital held
TenneT TSO B.V., Arnhem (100%)
¢ CertiQ B.V., Arnhem (100%)
*EnerQB.V., Arnhem (100%)
eSaranne B.V., Arnhem (100%)
*TSO Auction B.V., Arnhem (100%)
¢ B.V. Transportnet Zuid-Holland, Voorburg (100%)
TenneT Holding B.V., Arnhem
APX B.V., Amsterdam (70.065%)
¢ APX Power Ltd., London, UK (100%)
* APX Gas Zeebrugge B.V. (100%)
¢ APX Commodities Ltd., Nottingham, UK (100%)
¢ APX Clearing Ltd., London, UK (100%)
¢ APX Gas NL B.V., Amsterdam (100%)
 Endex European Energy Derivatives Exchange N.V., (100%)
Amsterdam
NOVEC B.V., The Hague (100%)
* Nozema Agro Beheer B.V., The Hague (100%)
¢ Relined B.V., Utrecht (50%)
New Values B.V., Utrecht (50%)
e European Energy Auction B.V., Gemert (100%)
NLink International B.V., Arnhem (100%)
«BritNed Development Ltd., London, U.K. (50%)

The companies in which TenneT holds 50% of the share capital are joint ventures.
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The consolidation also includes the Foundation for the Management of Allocated Funds from the National High-Voltage Grid
(Stichting Beheer Doelgelden Landelijk Hoogspanningsnet), based in Arnhem.

The unrealised results of transactions between the group and its participating interests have been eliminated in proportion
to the group’s interest in the participation. Unrealised losses have not been eliminated. Where necessary, the valuation
principles applied by participating interests have been harmonised with those applied by the group.

3.3 Notes to the consolidated cash flow statement
The cash flow statement has been prepared using the indirect method. The cash flow statement covers the cash flows
associated with clearing transactions, as well as those associated with operating, investment and financing activities.

The cash flows associated with clearing transactions derive from activities undertaken on behalf of third parties. These
involve clearing transactions on physical exchanges, auctioning capacity on cross-border connections, application of the
Electricity Production (Environmental Quality) Act (MEP grant scheme) and maintaining the energy balance between supply
and demand. These cash flows have not been recognised in the profit-and-loss account; in a footnote to the balance sheet,
they are classified as ‘Financial assets and cash equivalents not at free disposal’. TenneT is not exposed to any financial risks
as a result of undertaking these activities, other than credit and liquidity risks, which are adequately covered.

The company is paid for the services in question.

3.4 Foreign currencies

Each item in the financial statements is measured using the currency of the primary economic environment in which the
entity concerned operates (the functional currency). The consolidated financial statements are prepared in euros, as this is
the functional and reporting currency of the company. The functional and presentation currency of the UK-based companies
is pounds sterling.

The balance sheet items relating to foreign currency assets and liabilities have been converted at the exchange rate
prevailing on the balance sheet date. The resulting translation differences have been recognised in the profit for the year.
Foreign currency transactions completed during the reporting period have been recognised in the financial statements at
the exchange rate at which they were effected.

The assets and liabilities of consolidated non-Dutch group companies have been converted at the exchange rate applicable
on the balance sheet date. The resulting translation differences have been recognised directly in equity. The results of
consolidated non-Dutch group companies have been recognised at the average exchange rate for the financial year in
question.

The cumulative exchange rate differences resulting from the partial disposal of investments in non-Dutch participating
interests have been recognised in the profit-and-loss account.

Goodwill acquired through the acquisition of a non-Dutch entity continues to be stated in the relevant non-Dutch currency
and is converted at the exchange rate applicable on the balance sheet date.
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3.5 Accounting principles applied to the valuation of assets and liabilities

Tangible fixed assets

The tangible fixed assets consist of high-voltage substations and connections and other assets; many of the assets in
question are components of the transmission grids operated by TenneT TSO. TenneT TSO does not own the land on which its
high-voltage pylons are located, but pays the landowners for the right to use the sites. The payments are charged to the
result each year.

Where the valuation of tangible fixed assets within the national high-voltage grid is concerned, use has been made of the
facility provided for in IFRS 1, which allows tangible fixed assets to be stated at their fair value on the transition date
(1)anuary 2004), whereby this figure is subsequently used as the ‘deemed cost price’. The fair value of the national high-
voltage grid components is derived from their regulated asset value. The latter value is set by the Office of Energy Regulation
and partly determines the permissible revenue.

The other tangible fixed assets have been stated at acquisition price or manufacturing cost, including interest charges
incurred during the construction phase and future decommissioning costs, less linear depreciation over the estimated useful
life of the asset. The useful life and current residual value of tangible fixed assets are reviewed annually and adjusted if
necessary.

Where applicable, the acquisition price or manufacturing cost of an asset does not exceed the investment budget specified
by the Office of Energy Regulation. The depreciation principles applied have been defined by reference to the regulation
system. Modification and maintenance costs incurred after the initial recognition of an asset in the financial statements are
either included in the book value of the asset, or recognised as a separate asset. Other repair and maintenance costs are
included in the profit-and-loss account for the period in which they are incurred.

Investments made at the request and expense of third parties are capitalised after the deduction of third-party
contributions. Any profit on such projects is attributed to the appropriate financial year(s) in proportion to the progress of

the project.

Depreciation is calculated on a linear basis, assuming the useful life of the various asset types to be as follows (in years):

e Substations: Earthing switches, isolating switches, power cut-out switches 35
Security and control equipment 10
Power transformers 35
Capacitor banks 35
Telecommunications equipment 10
* Connections: Pylons/ lines 20/40
Cables (underground) 40
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e Other: Office buildings 40

Office ICT equipment 3-5
Process automation facilities 3-5
Other company assets 5-10

Land (and its preparation for building) is not subject to depreciation.

Investments funded from auction revenues

With the approval of the Office of Energy Regulation, certain investments in tangible fixed assets are funded by revenues
from the auctioning of cross-border interconnection capacity. Auction revenues applied for this purpose are recorded
separately as investment contributions and therefore not deducted from the book values of the relevant tangible fixed
assets.

Intangible asset
Goodwill represents the excess of the costs of an acquisition over the fair value of the group’s share of the net identifiable
assets of the acquired subsidiary/associate.

Computer software is capitalised at acquisition price or manufacturing cost, less linear depreciation. The depreciation period
is equal to the estimated useful life (three to five years). The manufacturing cost is calculated by adding a mark-up for
indirect costs to the direct labour costs. Research and maintenance expenditure associated with computer software is
recognised in the profit-and-loss account.

The other intangible assets consist of an acquired trade name, a membership database and contracts and relationships with
participants; these have been stated at acquisition price less linear depreciation. The amortisation period is equal to the
estimated useful life and amounts to 5, 11 or 14.5 years.

Research costs are charged directly against the operating result. Development costs relate to the costs of a new
technological development. Such costs are recorded as an intangible asset if the project in question is likely to be successful,
in view of its commercial and technical feasibility, and if the costs can be reliably ascertained.

Financial assets and liabilities

Financiéle activa en verplichtingen worden als volgt gecategoriseerd:

* Financial assets and liabilities held until maturity: initially stated at fair value and subsequently at amortised cost, using the
effective interest method.

* Loans and receivables: initially stated at fair value and subsequently at amortised cost, using the effective interest method.

* Other financial assets and liabilities (including those held for sale): stated at fair value with movements in fair value
incorporated into the profit-and-loss account.

Securities and deposits with a remaining term of more than one year have been included under long-term financial assets.
Securities and deposits with an original term of more than three months and a remaining term of less than twelve months
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from the balance sheet date have been classified as short-term financial assets. Deposits with an original term of less than
three months have been regarded as cash and cash equivalents.

Impairment of asset

Assets that have an indefinite useful life are not subject to depreciation and/or amortisation and are tested annually for
impairment. An annual review is performed to determine whether acquired goodwill has been subject to any impairment;
the value of goodwill is stated at cost less cumulative impairment. Impairment losses on goodwill are not reversed.

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use. An impairment is deemed to have occurred if the asset’s book value is greater than its realisable value.
Any impairment is recognised in the profit-and-loss account.

For the purposes of assessing impairment, assets are grouped at the lowest level which is monitored by management and for
which there are separately identifiable cash flows.

Deferred tax assets and liabilities

Deferred tax assets and liabilities that are relevant in the context of forward loss compensation and temporary differences
between the fiscal and carrying values of assets and liabilities are calculated on the basis of the prevailing rates of
corporation tax applicable at the time of settlement.

Deferred tax assets are accounted for insofar as it is probable that future tax benefits will be available to make use of the
temporary differences.

Deferred tax assets and liabilities are presented on a net basis insofar as they are associated with the same corporation tax
entity and are likely to be settled in the same period.

Deferred corporation tax is provided on temporary differences arising on investments in subsidiaries and associates, except
where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Non-current assets available for sale

Non-current assets available for sale are defined as non-current assets (other than financial instruments or property
investments) likely to be sold within a year. Non-current assets available for sale have been stated at the lower of the asset’s
book value and fair value less costs to sell.

Inventory

Inventory is stated at acquisition price, using the “firstin, first out’ (FIFO) method or, if lower, the realisable value (i.e. the
estimated sales return).
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On an incidental basis, TenneT undertakes projects on behalf of third parties. Such projects are valued at construction cost,
i.e. the direct costs of material and labour, plus an allowance for indirect costs, directly attributable subcontracting costs,
other external costs and interest incurred during the construction phase. If such projects yield demonstrable net earnings,
any profit is assigned to the appropriate financial year(s) in proportion to the progress of the project. Provisions for any
anticipated losses are recognised in the period during which it becomes apparent that a project is likely to resultin a loss;
such losses are recognised under ‘Work in progress for third parties’.

Accounts receivable and other receivable
Accounts receivable and other receivables are initially stated at fair value and subsequently at amortised cost, using the
effective interest method, less any bad-debt provisions that may be considered necessary.

Cash and cash equivalents
Cash and cash equivalents are bank account balances and other short-term high-liquidity investments with an original term
of up to three months. Negative bank account balances are presented as bank overdrafts.

Loans

Loans are initially stated at fair value minus the associated transaction costs. Subsequently, they are stated at amortised
cost, with the difference between the initial valuation and the redemption value included in the profit-and-loss account over
the term of the loan. Calculations are made using the effective interest method. Redemption obligations with a term of less
than one year are presented as current liabilities.

Investment contributions

The investment contributions included under ‘Liabilities’ relate to tangible fixed assets owned by TenneT TSO, to which
contributions are made out of the auction proceeds. An annual amount equal to the depreciation charges, plus a portion of
the operating expenses, is released to ‘Other revenues’.

Amounts received in advance
Amounts received in advance relate to amounts to be settled in future tariffs, or receipts that are not at free disposal. The
figure for amounts received in advance included under ‘Liabilities’ takes interest into account.

Provisions

Provisions are formed when the company has a present legal or constructive obligation as a result of past events, when it is
more likely than not that an outflow of resources will be required to settle the obligation, and when the amount can be
reliably estimated. Where non-current liabilities are concerned, corresponding provisions are based on present value. The
percentage is based on the specific risks associated with the liability. Any increase in the size of a provision over time is
treated as an interest charge.

The provision for environmental management and decommissioning serves to cover the costs associated with the disposal

of hazardous substances and the decommissioning of abandoned high-voltage connections and underground cables. The
size of this provision is calculated on the basis of net present value.
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Provisions have been created to cover the cost of special personnel benefit schemes with liabilities that existed prior to the
balance sheet date. The schemes in question are redundancy schemes, long-service bonus schemes and health insurance
premium schemes. The amounts set aside to cover these liabilities have been calculated in accordance with actuarial
principles.

TenneT operates a number of pension and pension-related schemes for the benefit of current and former personnel. The
pensions of almost all personnel are administered by the ABP Pension Fund in the form of a defined-benefit pension scheme,
under which the amounts payable to pensioners are based on length of service and average salary during service.

The pension scheme administered by ABP is a multi-employer scheme. IAS 19 requires the reporting of certain information
regarding defined-benefit pension schemes in the operators’ financial statements. In particular, the balance of the scheme’s
assets and defined-benefit obligations has to be included on the balance sheet. However, ABP has indicated that it is unable
to provide company-specific information of the kind required by IAS 19 for defined-benefit pension schemes. In addition,
there is no obligation to make additional payments, nor a right to make withdrawals from the pension fund, other than
through adjustments to the annual pension contributions. Hence, the scheme has been treated as if it were a defined-
contribution scheme, and the pension contributions payable in respect of the financial year under review are charged against
the result as pension costs.

As of 1January 2008, TenneT TSO has been in charge (by operation of law) of managing all grids with a voltage level of 110 kV
and higher, with the exception of grids encumbered by Cross Border Leases. This expansion of our remit is a consequence of
the adoption of the Independent Grid Administration Act. Under the Act, TenneT has a legally enforceable obligation to
execute the management of all grids with a voltage level of 110 kV and higher. Under the revenue regulation system defined
by the Office of Energy Regulation for the fourth regulatory period, TenneT is unable to fulfil this obligation in such a manner
that its costs are covered. TenneT has created a provision for this purpose.

Derivative financial instruments
Derivative financial instruments are stated at fair value. If effective cash flow hedging is employed, any changes in value are
recorded in equity using hedge accounting methods.

Effective hedging means that the derivative financial instrument fully compensates any changes in the fair values or cash
flows of the hedged position. In addition, the following information must be documented at the inception of a transaction:
the relationship between the hedging instrument and the hedged position, the risk management objectives and the
strategy for undertaking various hedging transactions. This documentation is prepared at the moment a derivative financial
contract is entered into and is subsequently kept up-to-date.

If, on the basis of the above-mentioned criteria, it is not permitted to recognise changes in the value of derivative financial
instruments in equity, the change in value is recognised in the profit-and-loss account as finance income or expenses.

3.6  Accounting principles for determining the profit

General

Profit is determined as the difference between the fair value of consideration received for services rendered and the costs
incurred over the year.
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Revenue

The revenue for connection services, transmission services and system services is based largely on the tariffs set by the Office
of Energy Regulation for the year in question, in accordance with the structure specified in the Tariff Code and any
supplementary decisions by the Office of Energy Regulation.

The revenue from maintenance of the energy balance between supply and demand is equal to the cost of obtaining the
energy and capacity required for this purpose. This is an inherent feature of the system of programme responsibility. Under
the System Code, parties with programme responsibility are required to pay the administrator of the national high-voltage
grid for any imbalances arising out of departures from their declared programmes. The System Code requires the
administrator of the national high-voltage grid to set each year’s system services tariff in a way that reflects the balance of
the imbalance settlement charges and the costs associated with obtaining energy and capacity in the previous year.

Revenue from energy exchange activities includes membership subscriptions, transaction fees and income from services
rendered by the energy exchanges.

Revenue from market facilitation services consists mainly of compensation to cover the costs of providing such services.

Interest income consists mainly of interest received on securities and short-term deposits made in the context of energy
exchange activities.

Other revenues
The other revenues consist of the amortisation of investment contributions received in advance.

Operating expenses

The energy and capacity expenses arise out of the purchase of energy and capacity for the provision of transmission and
system services and ensuring the energy balance between supply and demand.

The transmission grid and system expenses include both the cost of operating the transmission grids, and the cost of
maintaining systems to support the primary business processes.

The costs of capitalisations associated with the construction of tangible fixed assets are deducted from the personnel
expenses.

Finance income and expenses

The finance expenses consist of interest on loans, current account facilities and other debt positions. The finance income
associated with resources managed by the Foundation for the Management of Allocated Funds from the National High-
Voltage Grid and with MEP grant payments are added directly to the balances of the assets in question.

Leases

Leases that are the economic property of the lessor are qualified as operational leases. Payments made under such lease
contracts are charged to the profit-and-loss account on a linear basis over the term of the lease.
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Taxes

Taxes in respect of the profit have been calculated on the basis of the profit reported in these financial statements and the
applicable rules and rates of taxation. Account has been taken of fiscally non-deductible expenses and possible forward loss
compensation.

4. Financial risk management
TenneT’s policy is aimed at effective cash flow management and protection of the group equity against financial risks.

4.1  Risks associated with clearing transactions

The operation of energy exchanges, the auctioning of cross-border interconnection capacity (activity partially transferred in
2009 to CASC-CWE, the Capacity Allocation Service Company for the Central Western European Electricity Market), the
implementation of the MEP grant scheme (activity transferred to SenterNovem as of 1 January 2009), and maintenance of
the energy balance between supply and demand all require TenneT to handle large cash flows. The company’s policy is
designed to minimise the risks associated with the clearing transactions of these cash flows.

Energy exchanges

The energy exchanges enter into contracts with participants, under which trading is permitted only insofar as the securities
lodged by a trader are considered sufficient. Securities may include bank guarantees, cash and cash equivalents, and
guarantees issued by parent companies.

Once a transaction has been made, settlement is effected against the trader’s securities, or receivables and payables are
created (in the case of APX Commodities Ltd. only). Under the latter system, the amounts receivable from and payable to a
participant are first set off against one another, after which the residual balances are collected or paid. Securities are also
provided to cover the receivables involved.

Endex European Energy Derivatives Exchange N.V. has outsourced its clearing activities to ECC A.G. in order to avoid
incurring a clearing risks on the contracts concerned.

Auctioning of cross-border interconnection capacity

TSO Auction B.V. enters into contracts with participants, under which capacity is made available on the annual, monthly and
daily auctions only insofar as sufficient securities have been lodged. The securities concerned may consist of collaterals and
bank guarantees. Once a transaction has been made, settlement is effected against the trader’s collaterals.

Market coupling

As of November 2006, the daily capacity available on the interconnections between the Netherlands and Belgium is traded
directly on the energy exchanges. While the capacity on the cross-border interconnections is auctioned off, TenneT supplies
the required energy by means of trading on power exchanges in the Netherlands and Belgium. Amounts receivable from and
payable to market parties are set off against one another by the exchanges, where securities are also provided. Settlement
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with the Belgian TSO Elia takes place two months after the transaction concerned, resulting in temporary risk exposure.
TenneT deems the risk involved to be low.

MEP grants
The payment of MEP grants is financed by the Ministry of Economic Affairs, which underwrites any shortfall.

Maintenance of the energy balance between supply and demand

TenneT TSO is responsible for maintaining the energy balance between supply and demand. The associated costs are
covered by income from parties with programme responsibility, which are billed for any imbalances attributable to them.
Any surplus is deducted from the tariffs for system services. Securities in the form of bank guarantees and collaterals are held
as protection against default by the parties with programme responsibility.

In connection with the clearing transactions, TenneT’s balance sheet includes funds that are not at the group’s free disposal.
The breakdown of these funds by origin is as follows:

(xEUR 1,000) 008 2007
Energy exchanges . 707,180 _| 689,889
Auctioning of cross-border interconnection

capacity . 160,686 _| 421,061
Market coupling . 76,762 _| 71,887
MEP grants | 18,800 _| 209,537
Maintenance of energy balance between supply

and demand | 131,076 _| 40,455
All funds not at free disposal . 1,094,504 _| 1,432,829
Other assets . 1,791,982 _| 1,480,121
Balance sheet total 2,886,486 2,912,950

4.2  Treasury risk
Itis TenneT’s policy to minimise the treasury risks that are inherent to its operations.

TenneT’s Corporate Treasury department is responsible for managing the company’s financial risks. This does not apply to
APX, which conducts its own risk management.
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Funds that may only be released with the approval of the Netherlands Competition Authority, the Office of Energy
Regulation and market parties are kept separate from funds resulting from operational activities. The former funds, which
are not at free disposal, are managed by the Foundation for the Management of Allocated Funds from the National High-
Voltage Grid.

TenneT’s Treasury Regulations and the Management and Investment Regulations for Allocated Funds, which have been
approved by the Supervisory Board, prescribe a framework for the activities of the Corporate Treasury department. Every
quarter, the Corporate Treasury department reports to the Supervisory Board on the control of treasury risks. Use of all
normal financial instruments is permitted, provided these are used solely to cover positions. The use of financial instruments
without an underlying value is expressly forbidden.

The main treasury risks are market risks, credit risks, liquidity risks and refinancing risks.

4.2.1 Marketrisk
The main market risks to which TenneT is exposed are interest risks, foreign currency risks and commaodity price risks.

Interest risk

Interest risk is defined as the risk that the interest paid on loan capital differs from the interest received on such capital.
Under the prevailing regulatory system, TenneT receives regulated interest on loan capital. The relevant rate has been set at
4.8% for the 2008-2010 period.

In addition, TenneT has taken out several loans at floating rates of interest. In order to minimise the associated interest risk,
interest rate swaps (IRSs) have been arranged, under which the floating rates are converted into fixed rates. These interest
rate swaps expire on the redemption dates of the underlying loans.

TenneT uses scenarios to analyse its interest risk exposure. TenneT’s interest risk exposure is linear in nature.

Based on TenneT’s net financing position at 31 December 2008, an increase of 200 base points in the market interest rate
would result in an increase of EUR 3.4 million in the interest expenses. TenneT has covered a substantial portion of this
interest risk by means of interest rate swaps. If the interest rate increased by 200 base points, the value of these interest rate
swaps would increase by EUR 1.3 million.

Foreign currency risk

TenneT is exposed to only limited foreign currency risk, as most of its activities take place within the Eurozone. It is TenneT’s
policy to cover foreign currency transaction risks as far as possible. In principle, the exchange rate risks associated with
participating interests in the equity of subsidiaries are not covered. These risks are deemed to be inherent in doing business
in countries outside the Eurozone.

TenneT is exposed to a transaction risk in pounds sterling in connection with the BritNed project. The positions in pounds

sterling resulting from the investment cash flows are covered by means of forward exchange contracts concluded with
financial parties.
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If TenneT had not covered its positions in pounds sterling and the EUR/GBP exchange rate were to rise or fall by 20%, then the
project costs would be EUR 2.3 million lower or higher, respectively. If the forward exchange rate were to rise by 20%, the
value of the forward contracts would increase by EUR 2.3 million.

Commodity price risk

TenneT is exposed to a certain level of risk due to fluctuations in the prices of commodities like copper, lead, aluminium and
oil. It is TenneT’s policy to cover the price risk associated with positions of this nature, to the extent that their timing and size
can be estimated with sufficient certainty.

4.2.2 Creditrisk

TenneT has established a policy for the management of its credit risks. Credit risks arise from TenneT’s transactions and
positions with financial institutions, and from its accounts receivable position. On the balance sheet date, the maximum
credit risk amounted to EUR 1.3 billion (2007: EUR 1.6 billion).

Concentration limits apply when funds are placed in deposit or when financial derivatives are arranged. In addition, the
counterparty must have an AA- credit rating or higher. The terms of the deposits are geared to the expected time of
deployment of the funds.

On the balance sheet date, TenneT TSO had deposited EUR 64 million with counterparties (2007: EUR nil). On the balance
sheet date, the Foundation for the Management of Allocated Funds from the National High-Voltage Grid had deposited
EUR 167 million with counterparties (2007: EUR 44 million).

4.2.3 Liquidity risk

The liquidity risk is defined as the risk that TenneT cannot meet its short-term financial obligations. In order to minimise its
exposure to liquidity risks, TenneT has credit facilities at its disposal to accommodate any fluctuations. The scope of these
credit facilities is such that any adverse financial developments and events can be accommodated and continuation of
day-to-day operations is ensured.

On the balance sheet date, TenneT (i.e. TenneT TSO and TenneT Holding) had a total of EUR 512 million in cash and cash
equivalents and unused credit facilities at its free disposal.

The maturity schedule below presents TenneT’s financial obligations at 31 December 2008 and 31 December 2007 on a
non-discounted basis, using five maturity intervals.

From the maturity schedule for 2008, it can be concluded that TenneT is exposed to a limited liquidity risk: 74.6%

(2007: 63%) of the balance that expires within I month is offset by financial assets. In all likelihood, redemption payments on
the loan of EUR 200 million will probably be covered by credit facilities currently being negotiated by TenneT.

Annual Report 2008 / Financial Statements 135



Maturity schedule

<1month 1-3 3-12 1-5  >byears Total
(XEUR 1,000) months months years
Funds not at free disposal
Accounts payable in connection with
energy exchange transactions* 133,830 89,150 - - - 222,980
Liabilities relating to collateral securities* 532,665 - - - - 532,665
666,495 89,150 - - - 755,645
Funds at free disposal
Loans 10,000 - 200,000 55,641 164,359 430,000
Interest payable on loans 465 931 10,913 35,383 37,317 85,009
Bank overdrafts 55,929 44,700 - - - 100,629
Interest payable on bank overdrafts 402 - - - - 402
Accounts payable and other liabilities 159,940 - - - - 159,940
Derivative financial instruments
- Interest rate swaps -/- 490 -/- 979 6,111 - - 4,642
- Forward exchange contracts 773 2,721 - - - 3,494
- Energy exchange transactions 1,101 - - - - 1,101
228,120 47,373 217,024 91,024 201,676 785,217
Total 894,615 136,523 217,024 91,024 201,676 1,540,862
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Maturity schedule

<Imonth 1-3 3-12 1-5  >D5years Total
(XEUR 1,000) months months years
Funds not at free disposal
Accounts payable in connection with 69,566 74,642 - - - 144,208
energy exchange transactions*
Liabilities relating to collateral securities* 551,468 - - - - 551,468
621,034 74,642 - - - 695,676
Funds at free disposal
Loans - - 50,000 210,000 70,420 330,420
Interest payable on loans 1,916 1,917 11,240 18,110 14,629 47,812
Bank overdrafts 266,677 - - - - 266,677
Interest payable on bank overdrafts 225 - - - - 225
Accounts payable and other liabilities 131,280 - - - - 131,280
Derivative financial instruments - - - - - -
- Interest rate swaps -/~ 1,927 -/- 1,993 1,427 2,787 - 294
- Energy exchange transactions 945 - - - - 945
399,916 -/- 76 62,667 230,897 85,049 776,653
Total 1,020,150 74,566 62,667 230,897 85,049 1,473,329

* An equivalent amount has been recognised under ‘Financial assets’ for this item.

4.2.4 Refinancing risk

Refinancing risk is defined as the risk that funds cannot be obtained under reasonable conditions on the money or capital
market when existing financing arrangements expire. The global credit crisis has focused renewed attention on this risk.
TenneT will have a substantial refinancing requirement of EUR 690 million in 2009 (existing bank facilities in the amount of
EUR 480 million and several loans totalling EUR 210 million are set to expire in 2009). TenneT intends to manage this risk by
starting negotiations with providers of funds well before the due date of the existing financing arrangements, and by
diversifying its sources of funding in order to reduce the company’s dependence on the banking sector.
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5. Principal estimates and assumptions underlying the financial
statements

All estimates and forecasts with a bearing on the preparation of the financial statements are subject to continual evaluation.
They are based on experience and prognoses regarding future events, which are reasonable under the relevant
circumstances.

The group makes estimates and assumptions regarding future developments. By definition, estimates rarely prove to
coincide precisely with actual outcomes. The estimates and assumptions that could lead to significant adjustments to the
book values of assets and liabilities in the coming financial year are further described below.

Useful life of tangible fixed assets
The valuation of tangible fixed assets is based on depreciation periods derived from studies of the actual useful lives of
components in high-voltage grids in the Netherlands and elsewhere.

Estimated impairment of goodwill and tangible fixed assets

Each year, TenneT considers whether there has been any impairment of goodwill. The recoverable values of cash-generating
units have been determined by reference to the calculated value in use. These calculations, which entail the use of estimates,
are based on long-term plans that reflect the market conditions anticipated by the management.

Provision for environmental management and decommissioning

The size of the provision for environmental management and decommissioning is based on the assumption that assets will
be replaced when the need arises. Asset replacement may be necessitated by environmental or legal considerations. The size
of the provision is based on management forecasts regarding the cost and timing of decommissioning activities. At the close
of 2008, the provision amounted to EUR 84.2 million. Decommissioning ten years sooner than anticipated, for instance,
would increase the overall costs by approximately EUR 5.3 million.

Loss-incurring activities

As of 1January 2008, TenneT TSO has been in charge (by operation of law) of managing all grids with a voltage level of 110 kV
and higher, with the exception of grids encumbered by Cross Border Leases. This expansion of our remit is a consequence of
the adoption of the Independent Grid Administration Act. Under the Act, TenneT has a legally enforceable obligation to
execute the management of all grids with a voltage level of 110 kV and higher. Under the revenue regulation system defined
by the Office of Energy Regulation for the fourth regulatory period, TenneT is unable to fulfil this obligation in such a manner
that its costs are covered.

A provision has been created to cover the unavoidable losses resulting from this legally enforceable obligation in the
2009-2010 period, insofar as current estimates indicate that these losses cannot be compensated with future profits
resulting from these activities over the 2011-2017 period (the period during which TenneT has been designated as the
national grid administrator). The total amount of the provision is EUR 38.2 million.

Pensions

The defined-benefit pension scheme administered by ABP Pension Fund has been treated as if it were a defined-contribution
scheme. Treating the scheme as a defined-benefit scheme may have major implications for the company’s profit and equity.
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Notes to the consolidated balance sheet at 31 december 2008

(xEUR 1,000)

1. Tangible fixed assets

High-voltage substations include transformers.

High-voltage connections consist of overhead and underground connections, insofar as they are owned by TenneT. TenneT

does not own the land around its high-voltage pylons and cables.

The other tangible fixed assets consist of office buildings, office ICT equipment and other company assets.

The book values of the tangible fixed assets in use on the balance sheet date can be specified as follows:

High-voltage High-voltage Otherassets Tangible fixed Total
substations connections assets under
construction
At 1 January 2007:
Cost 757,255 644,977 40,106 209,030 1,651,368
Accumulated depreciation and impairment 266,384 220,128 16,467 - 502,979
Net book value 490,871 424,849 23,639 209,030 1,148,389
Acquisitions - - - 163,615 163,615
Transfers 5,231 6,335 3,255 -/- 14,821 -
Disposals at book value -/- 19 - - - - 19
Initial consolidation of NOVEC B.V. - - 8,617 - 8,617
Exchange rate differences - - -l 2 - /- 2
Depreciation -- 27,006 -/- 27,745 -/- 2,848 - -/- 57,599
Movement in 2007 -/- 21,794 /- 21,410 9,022 148,794 114,612
At 31 December 2007:
Cost 749,116 649,015 51,775 357,824 1,807,730
Accumulated depreciation and impairment 280,039 245,576 19,114 - 544,729
Book value at 31 December 2007 469,077 403,439 32,661 357,824 1,263,001
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High-voltage High-voltage Otherassets Tangible fixed Total
substations connections assets under
construction

At 1January 2008:
Cost 749,116 649,015 51,775 357,824 1,807,730
Accumulated depreciation and impairment 280,039 245,576 19,114 - 544,729
Net book value 469,077 403,439 32,661 357,824 1,263,001
Acquisitions - - - 273,813 273,813
Initial recognition of Telfort Masten B.V. and
Dutch Tower B.V. - - 8,518 - 8,518
Transfers 139,087 244,338 20,841 -/- 404,266 -
Disposals at book value -/- 740 - -l 4 - -l- 744
Exchange rate differences - - 14 - 14
Impairments - -/~ 10,000 - - -/- 10,000
Depreciation -/- 30,737 -/- 30,390 -/- 3,475 - -/- 64,602
Movement in 2008 107,610 203,948 25,894 -/- 130,453 206,999
At 31 December 2008:
Cost 887,461 893,353 81,144 227,371 2,089,329
Accumulated depreciation and impairment 310,776 285,966 22,589 - 619,331
Book value at 31 December 2008 576,687 607,387 58,455 227,469 1,469,998

The Office of Energy Regulation has attached conditions to the reimbursement of the costs of the NorNed cable. An initial
settlement was effected in 2008. This settlement included a penalty in the amount of EUR 10 million payable by TenneT TSO.
This penalty has been recognised in the accounts as a depreciation of the NorNed cable.
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The book value of the tangible fixed assets can be attributed to the associated activities as follows:

(XEUR 1,000) 008 2007
International transmission grid (450 kV) . 298,205 _| -
National transmission grid (380 kV and 220 kV) ~ _ 635,780 _| 706,242
Regional transmission grid (150 kV) . 227,166 _| 183,935
Other . 81,378 _| 15,000
Net book value at 31 December of assets in use . 1,242,529 _| 905,177
Tangible fixed assets under construction . 227,469 _| 357,824
Balance at 31 December . 1,469,998 _| 1,263,001

At 31 December 2008, the inflation-adjusted regulated book value of the national high-voltage grid (220-380-450 kV),
including grid components owned by third parties, amounted to EUR 1,175 million (2007: EUR 860 million). The nominal
value of this asset amounted to EUR 1,063 million at 31 December 2008 (2007: EUR 752 million).

The fiscal book value of the tangible fixed assets at 31 December 2008, excluding tangible fixed assets under construction,
amounted to EUR 1,365 million.
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Tangible fixed assets under construction
The tangible fixed assets under construction can be broken down into the associated projects as follows:

2007

59,386 9,029
- ] 299,953
75,550 _| 11,537
6,215 _| 1,162
10,114 _| 424
13,285 _| 3,658
9,797 _| -
53,122 _| 32,061
227,469 357,824

In 2008, construction interest amounting to EUR 11.2 million (2007: EUR 10.0 million) has been capitalised. The interest rate
was 4.6% (2007: 4.0%).
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2. Intangible assets

The book value of the intangible assets can be specified as follows:

Goodwiill Software Other Total
intangible
assets
23,962 30,506 1,892 56,360
16,031 23,960 1,147 41,138
7,931 6,546 745 15,222
- 2,581 - 2,581
207 - - 43 -/- 250
- - 3,522 /- 293 -/- 3,815
207 -/- 941 /- 336 -/- 1,484
23,809 32,769 1,445 58,023
16,085 27,164 1,036 44,285
7,724 5,605 409 13,738
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Goodwill Software Other Total

intangible

assets
23,809 32,769 1,445 58,023
16,085 27,164 1,036 44,285
7,724 5,605 409 13,738
14,043 5,777 20,639 40,459
1,051 - - /- 1,051
1,678 - - -l- 1,678
- /- 4,422 -/- 512 -/- 4,934
11,314 1,355 20,127 32,796
36,801 38,546 22,084 97,431
17,763 31,586 1,548 50,897
19,038 6,960 20,536 46,534
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Impairment test
The goodwill can be divided between the cash-generating units as follows:

(xEUR 1,000) 008
APXB.V. 4,465
APX Commodities Ltd. 1,703
Endex European Energy Derivatives Exchange N.V. __ 4,171

NOVEC B.V. (in connection with Telfort Masten B.V.

and Dutch Tower Masten B.V.) 8,458 _|
European Energy Auction B.V. 241
Total goodwill 19,038

2007

4,465
2,208

1,051

7,724

The investments recognised under ‘Other intangible assets’ comprise customer contracts at NOVEC B.V. (EUR 8.1 million),
arrangements with participants at Endex N.V., APX B.V. (EUR 10.9 million) and Endex European Energy Derivatives Exchange

N.V., and the membership portfolio of APX B.V. (EUR 1.4 million).

The recoverable amounts of the cash-generating units have been determined using discounted cash flow calculations of the
value in use. The calculations are based on long-term (five-year) cash flow projections based on financial forecasts approved
by the management. Cash flows for the period more than five years ahead have been extrapolated on the assumption that
there will be no further growth. The figures have been discounted to net present value, using discounting rates (ranging

from 7.3% to 10%) that reflect the risks associated with the activities.
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3. Participating interests

This item relates to TenneT’s participating interest in Holding des Gestionnaires de Réseaux de Transport d’Electricité S.A.S.
(HGRT). The movement in this item was as follows:

(XEUR 1,000) 008 2007
From minority participating interests . 11,301 _| -
Movement in value . 478 _| -
Balance at 31 December 11,779 -

Holding des Gestionnaires de Réseaux de Transport d’Electricité S.A.S. (HGRT) holds shares in Powernext S.A., a French
electricity exchange. In 2008, HGRT increased its stake in Powernext to 52.2%. TenneT TSO has a 24.5% holding in HGRT and
thus indirectly a 12.8% holding in Powernext S.A.

The value of TenneT’s stake in HGRT has been calculated in accordance with the equity method. In 2007, HGRT was stated at
fair value and included in the accounts as a minority participating interest.
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4. Financial assets

The value of the financial assets can be broken down as follows:

Financial assets not at free disposal

110,500 _|
1,985 _|

112,485

31,485
81,000

112,485

2007

44,000
14,221

58,221

43,721

14,500

58,221

Financial assets not at free disposal consist of Dutch government bonds and deposits of the Foundation for the Management

of Allocated Funds from the National High-Voltage Grid.
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The movement in the value of the securities and deposits can be broken down as follows:

(XEUR 1,000) 008 2007
Balance at 1 January . 44,000 _| 356,936
Acquisitions . 90,000 _| 222,500
Redemptions . -/- 23,500 _| 535,436
Balance at 31 December 110,500 44,000
Long-term ] 29,500 | 29,500
Short-term . 81,000 _| 14,500
Total 110,500 44,000

The fair value of the securities and deposits amounted to EUR 114.2 million (2007: EUR 44.6 million), with an average
effective interest rate of 4.8% (2007: 4.5%).

The fair value of the non-freely negotiable financial instruments (i.e. the deposits) has been calculated using discounted cash
flow valuation techniques, on the basis of the market conditions prevailing on the balance sheet date (including interest
incurred).

Financial assets not at free disposal (i.e. securities and deposits) can be attributed as follows to the various activities:

(XEUR 1,000) 008 2007

Auctioning of cross-border capacity by TSO
Auction B.V. ] 85,500 | 29,500

Maintenance of the energy balance between
supply and demand ] 25,000 | 14,500

Balance at 31 December 110,500 44,000
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The item minority participating interests relates to:

(XEUR 1,000) 008 2007
HGRT S.A.S. . - 11,301
EDSN B.V. | 180 _| 180
Belpex S.A. . 1,800 | 1,400
Endex N.V. | - 1,340
CASC-CWES.A. . 5 | -

1,985 14,221

Energie Data Services Nederland (EDSN) B.V. is an innovative provider of high-quality services for the design, recording and
improvement of supra-organisational administrative processes and the required message traffic for the liberalised energy
market in the Netherlands. TenneT holds 25.0% of the shares in EDSN.

In 2008, the TSOs Cegedel Net, Elia, EnBW TNG, E.ON Netz, RTE, RWE Transportnetz Strom TSO and TenneT set up
CASC-CWE S.A. (Capacity Allocation Service Company for the Central Western European Electricity Market). This joint
enterprise for cross-border services operates as an integrated auction house and was set up to implement and organise
long-term (annual and monthly) auctions of transmission capacity on the borders between the five countries in the region.

Belpex S.A., Belgium’s electricity exchange, was established in 2005. TenneT holds 17.5% of the shares (10% directly,
7.5% indirectly through APX B.V. and HGRT S.A.S.).

Endex European Energy Derivatives Exchange N.V. is a long-term electricity contract exchange covering the Netherlands and
Belgium. TenneT held 9.89% of the shares in Endex European Energy Derivatives Exchange N.V. In 2008, TenneT sold its
shares in Endex N.V. to APX B.V., which acquired 100% of the shares.

The minority participating interests have been stated at fair value, with the movement in value recognised in the profit-and-
loss account. The fair value has been derived from discounted cash flow calculations. The cash flow projections have been
derived from long-term plans and the figures have been discounted to net present value, using discounting rates that reflect
the risks associated with the activities.
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The movement in the value of the minority participating interests can be broken down as follows:

(XEUR 1,000) 008 2007
Fair value at 1January . 14,221 _| 2,323
To participating interests - -/~ 11,301 _| -
Investment in EDSN B.V. . - 180
Capital deposit HGRT S.A.S. . - 7,595
Movement in value of HGRT S.A.S. . - | 3,323
Movement in value of Belpex S.A. . 400 _| 800
Investment in CASC-CWE S.A. . 5 _| -
Sale of Endex N.V. . -/- 1,340 _| -
Balance at 31 December 1,985 14,221

5. Deferred tax assets

The deferred tax assets relate to temporary differences between the fiscal and carrying values of the non-current assets,
financial instruments and provisions, and to losses which may be used for forward loss compensation.

Deferred tax assets and liabilities are presented on a net basis insofar as legally enforceable entitlements exist and the taxes
are imposed by the same authority.
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The movement in the deferred tax assets can be broken down as follows:

Non-current  Forward loss Financial Provisions Total
assets ~ compensa- instruments
tion

Balance at 1 January 2007 27,347 2,081 533 17,340 47,301
Initial valuation of NOVEC B.V. - - - 1,126 1,126
Recognised in the profit-and-loss account 2,647 -I- 337 -/- 877 - 1,433
Recognised in equity - - 408 - 408
Exchange rate differences - -l 151 - - /- 151
Balance at 31 December 2007 29,994 1,593 64 18,466 50,117
From acute position - - 79 - 79
Recognised in the profit-and-loss account 1,369 321 451 2,524 4,665
Balance from Endex N.V. 81 - - - 81
Recognised in equity - - 1,311 - 1,311
Exchange rate differences - /- 414 - - - 414
Balance at 31 December 2008 31,444 1,500 1,905 20,990 55,839

The total of the deferred tax assets relates mainly to the tangible fixed assets within the 380 kV grid and the 150 kV grid.
Realisation of the deferred tax assets will take place principally during the remaining useful lives of the tangible fixed assets
(approximately twenty years). This means that the deferred tax assets are predominantly long-term in character.

The group has restricted fiscal losses available for forward loss compensation totalling EUR 3.6 million, for which no deferred
tax asset has been created, because it is not yet certain that such an asset would be realised.

Of the deferred tax assets arising from fiscal losses available for loss compensation, EUR nil relates to losses which arose in
2007-2008.
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6. Other receivables

The other receivables relate to the redemption of long-term ground leases and rent for fibre-optic cables (paid 25 years in
advance).
The movement in the value of these receivables can be broken down as follows:

2007
12,315
303
12,012
12,075 11,709
331 303
12,406 12,012
Each year, part of the value of the other receivables, calculated on a linear basis, is charged against the profit-and-loss
account; the breakdown is as follows:
<lyear 1-5years >5years Total
331 1,324 10,751 12,406
303 1,212 10,497 12,012
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7. Inventory

The inventory consists of warehouse stocks. The value of this item at year-end 2008 was EUR 1.2 million. The warehouse
stocks are held mainly in connection with maintenance of TenneT’s own grid and the grids of third parties.

8. Accounts receivable and other receivables

The accounts receivable and other receivables can be broken down as follows:

(xEUR 1,000) 008 2007
Accounts receivable . 36,848 _| 14,317
Government subsidies receivable . 18,810 _| -
Amounts to be invoiced . 11,918 _| 6,114
Interest receivable . 2,599 _| 2,648
Taxes . 17,395 _| 6,470
Amounts receivable from TSOs . 4,706 _| 7,568
Amounts receivable in connection with market

coupling . 76,762 _| 71,887
Other . 24,803 _| 14,560
Total 193,841 123,564

The increase in the value of the accounts receivable position relates mainly to one specific debtor. TenneT expects that this
debtor will pay the outstanding amount in 2009. In view of the nature of the remaining accounts receivable, there is no
significant credit risk.

The fair value of the receivables equals the carrying value. All amounts are short-term. A provision totalling EUR 0.2 million
(2007: EUR 0.2 million) has been created.

The ageing analysis of the accounts receivable in 2008 and 2007 and the movement in the provision for bad debts are
presented below.
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Before due 0-30 days 31-60 days > 60 days Provision Total

date late late late
Balance at 31 December
2008 17,827 2,652 2,040 12,349 225 34,643
Balance at 31 December 2007 6,824 2,671 978 4,005 161 14,317

Based on past experience, TenneT expects that those invoices that have exceeded their due date will eventually be paid. At
balance sheet date, none of the other accounts receivable had exceeded their due date.

The provision is calculated in accordance with the static method, based on the estimated probability of collection of the bad
debts. The movement in the provision for bad debts was as follows:

(xEUR 1,000) 008 2007
Balance at 1 January - 161 _| 300
Movement . 64 _| -/- 139
Balance at 31 December 225 161

9. Accounts receivable in connection with energy exchange
transactions

The accounts receivable in connection with energy exchange transactions (2008: EUR 223.3 million, 2007: EUR 144.2 million)
relate to transactions effected by APX Commodities Ltd. Such transactions involve the contract-based sale and purchase of
energy and give rise to corresponding receivables and liabilities, which are cleared approximately one month after the
month in which the transaction took place. The receivables are underpinned by a system of securities comprising bank
guarantees and collaterals. The credit risk is fairly concentrated, since 59% of the receivables are owed by just five traders
(2007: 36%). All the receivables were settled in February 2009.
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10. Derivative financial instruments

(XEUR 1,000)

Basis swap
Interest rate swap (short-term)

Subtotal
Exchange transactions

Total

11. Cash and cash equivalents

1,101 _|

1,101

2007

773
482

1,255
120

1,375

The cash and cash equivalents consist of securities, deposits and bank account balances with a remaining term of less than
three months. The cash and cash equivalents can be broken down as follows, on the basis of their nature and the associated

activities:

(xEUR 1,000) Securities Deposits ~ Bankaccount Total
balances 2008
Funds not at free disposal:
- Trading activities of APX Group 407,992 75,850 - 483,842
- MEP funds held by EnerQ B.V. - - - -
- Auctioning of cross-border capacity including
NorNed cable 100,106 24,000 31,080 155,186
- Maintenance of energy balance 24,567 - 1,509 26,076
Funds at free disposal - - 85,144 85,144
Total at 31 December 2008 532,665 99,850 117,733 750,248
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(xEUR 1,000) Securities Deposits ~ Bank account Total
balances 2007
Funds not at free disposal:
- Trading activities of APX Group 468,493 77,200 - 545,693
- MEP funds held by EnerQ B.V. - - 209,532 209,532
- Auctioning of cross-border capacity 66,327 298,500 26,734 391,561
- Maintenance of energy balance 16,648 - 9,307 25,955
Funds at free disposal - - 64,068 64,068
Total at 31 December 2007 551,468 375,700 309,641 1,236,809

12. Non-current assets available for sale

TenneT intends to sell its office building in Voorburg. The book value of this asset amounted to EUR 5.3 million at

31 December 2008. The building was not sold in 2008 because an investigation into the security of supply of a substation

located on the same site had not been completed yet. Delivery of the office building is expected to take place within one

year’s time. No changes in the value of this asset were recorded in 2008.

13. Equity

Share capital

On the balance sheet date, the company’s authorised share capital amounted to EUR 500 million, divided into one million
shares of five hundred euros. Of these shares, two hundred thousand have been issued and paid-up. There was no change in

this item during the year under review.

Hedging reserve

The hedging reserve relates to changes in the fair value of interest rate swaps and forward exchange contracts that are

recorded in equity.

Reserve for exchange rate differences

The reserve for exchange rate differences serves to cover movements in exchange rates associated with the equity of

participating interests in the UK (including the associated goodwiill).
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Dividend proposal

The management has proposed to pay a dividend of EUR 10.0 million (2007: EUR 27.5 million) to the shareholder. The

proposed dividend per share is EUR 50 (2007: EUR 135).

Profit per share

The profit per share has been calculated by dividing the profit by the average number of shares during the year under review.

(xEUR 1,000)

Profit after tax
Average number of shares (thousands)

Profit per share (in EUR)

Minority interest

The minority interest relates to 29.935% of the shares in APX B.V., held by N.V. Nederlandse Gasunie (26.096%) and

Fluxys S.A. (3.839%).
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14. Loans

The movement in the loans was as follows:

(XEUR 1,000) 008 2007
Balance at 1 January . 330,420 _ 290,000
New loans . 150,000 _| 40,420
Redemptions . 50,420 _| -
Balance at 31 December 430,000 330,420
Long-term . 220,000 _| 280,420
Short-term . 210,000 _| 50,000
Total 430,000 330,420

Long-term credit facilities

The long-term credit facilities of TenneT TSO amounted to EUR 420 million at 31 December 2008.

Of this amount, EUR 220 million had a remaining term of more than one year at 31 December 2008, while EUR 200 million
had a remaining term of less than one year.

The long-term portion of the credit facilities consists of two loans taken out with the European Investment Bank (EIB).

In 2005, TenneT agreed an initial loan of EUR 160 million with the EIB in order to finance the ‘Randstad 380 kV’ project. In
2006, TenneT drew a sum of EUR 40 million from this loan, under a fixed interest rate of 4.2% and a term that is set to expire
in 2021. In 2007, TenneT drew a second sum of EUR 40 million from this loan under a fixed interest rate of 4.5% and a term
that is set to expire in 2022. These two withdrawals must be repaid by means of linear redemptions starting in 2010 and 2011,
respectively. Of the total loan sum of EUR 160 million, EUR 80 million is not yet available on demand.

In 2007, TenneT TSO agreed a loan of EUR 140 million with the EIB in order to fund the construction of the NorNed cable. In
2008, TenneT TSO drew the full amount from this loan under a fixed interest rate of 4.3%. This loan must be repaid by means
of linear redemptions starting in 2012. The terms and conditions of the loan agreements concluded with the EIB include
stipulations for negative pledge and pari passu. No securities have been issued.
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The loans agreed with the EIB include arrangements concerning ratios.

The short-term portion of the long-term credit facilities consists of five loans of EUR 40 million which will be redeemed in
June 2009. These loans were arranged with five banks in 2004 under a bilateral loan agreement. The terms and conditions of
the loans include stipulations for negative pledge and pari passu. No securities have been issued.

The average effective rate of interest payable on long-term loans in 2008 was 3.9%. The arranged interest rate swaps are
included in this percentage. These interest rate swaps have been arranged in order to cover the interest risk of the short-term
portion of the loan portfolio.

Short-term loan
In October 2008, TenneT Holding took out a short-term loan of EUR 10.0 million with ING. This loan is set to expire on
31 March 2009.

The book value of the loans is EUR 430.0 million (2007: EUR 330.0 million). The fair value of the loans is EUR 431.5 million
(2007: EUR 332.1 million). The fair value of the loans has been calculated using discounted cash flow valuation methods, on
the basis of the market conditions prevailing on the balance sheet date.

Short-term credit facilities

TenneT TSO has short-term uncommitted credit facilities with a total value of EUR 330 million at its disposal. The terms and
conditions of these credit facilities include stipulations for negative pledge and pari passu. No securities have been issued.
The facilities all attract interest at a floating rate. On the balance sheet date, no withdrawals had been made from these
facilities.

TenneT Holding has short-term committed credit facilities with a total value of EUR 150 million at its disposal. The terms and
conditions of these credit facilities include stipulations for negative pledge and pari passu. No securities have been issued.
The facilities all attract interest at a floating rate. On the balance sheet date, a sum of EUR 34 million (comprising a current
account credit facility of EUR 24 million and a short-term loan of EUR 10 million) had been drawn from these facilities.

APX Commodities Ltd. has a rolling drawdown facility to a maximum value of GBP 20 million at its disposal. Interest is
payable on drawings at a variable rate; on the balance sheet date, a sum of EUR 1.7 million had been drawn from this facility.

EnerQ B.V. has a current account facility of EUR 200 million, which is underwritten by the Ministry of Economic Affairs. On

the balance sheet date, this facility had not been used. The facility was terminated as of 1 January 2009 in connection with
the transfer of activities to SenterNovem.

15. Investment contributions

The investment contributions relate to capital expenditure and associated operating expenses, which are financed using
auction revenues (with the approval of the Office of Energy Regulation). The contributions are amortised on a linear basis
over the useful life of the relevant tangible fixed asset(s), or in accordance with the pattern of the operating expenses.
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Interest (at a rate of 5.41%) is added to the present value of the payments for operating expenses, in accordance with the
guidelines of the Office of Energy Regulation.

The movement in the value of the investment contributions was as follows:

(XEUR 1,000) 008 2007
Balance at 1 January . 72,680 _| 74,684
Additions in line with auction-funded capital

expenditure . 302,732 _| -
Additions in line with other capital expenditure - 432
Interest ] 596 _| 568
Amortisation (profit-and-loss account):

- Depreciation - -/- 9,066 | -/- 2,955
- Maintenance expenditure . -/- 34 _| -/- 49
Balance at 31 December 366,908 72,680
Long-term . 356,471 _| 69,543
Short-term . 10,437 _| 3,137
Total 366,908 72,680

The amortisation recognised in the profit-and-loss account has been included under ‘Other income’.

The increase in the value of the investment contributions is the result of the initial settlement effected for the NorNed cable.
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The terms of the investment contributions are as follows:

(XEUR 1,000) <lyear 1-5years >5years Total
At 31 December 2008 10,437 41,752 314,719 366,908
At 31 December 2007 3,137 8,688 60,855 72,680

16. Auction receipts

TenneT TSO auctions the available capacity on the cross-border connections. The resulting receipts are not at free disposal
and are transferred to the Foundation for the Management of Allocated Funds from the National High-Voltage Grid. Funds
held by the Foundation may be disbursed only as authorised by the Office of Energy Regulation. The auction receipts are

invested by TenneT. The revenue from such investments is added to the balance. The rate of return in 2008 was 4.4%

(2007: 3.6%).

(XEUR 1,000)

Balance at 1 January .

Additions of auction receipts / market coupling

Interest |

To investment contributions . -/-
Other withdrawals . -/-

Balance at 31 December

Long-term .

Short-term

Total
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440,266 |
107,010 _|
11,637 _|
302,732 _|
21,810 _|

234,371

234,371

234,371
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2007

-/-

357,267
69,248
13,858

107
440,266
122,266

318,000

440,266



In 2004, the Office of Energy Regulation decided that capital expenditure on the cable link to Norway could be funded from

auction receipts. In May 2008, a sum of EUR 323.1 million was withdrawn from the auction receipts in order to fund

investments in the NorNed cable, based on the forecasts made at the time. The position on the balance sheet date would
have resulted in a withdrawal of EUR 318.9 million. The capitalised value of the cable is EUR 302.7 million. The remaining
EUR 16.2 million concerns interest received on investments made by TenneT TSO during the construction period, and

EUR 6.3 million in reimbursement of the operating expenses for the NorNed cable and reimbursement of energy and
capacity expenses (mainly grid losses).

The terms of the auction receipts are as follows:

(xEUR 1,000) <lyear 1-5years >5years Total
At 31 December 2008 - - 234,371 234,371
At 31 December 2007 318,000 - 122,266 440,266
17. Provisions
The movements in the provisions can be broken down as follows:
Environmen- Personnel Long-service Health Loss- Total
tal manage- redundancies bonuses insurance incurring
(xEUR1,000) ment and premiums activities
decommis-
sioning
Balance at 1 January 2007 68,000 2,861 1,717 1,017 - 73,595
Acquisition of NOVEC B.V. 4,417 - - - - 4,417
Additions - - 133 7 - 140
Actuarial result - - 72 - - 72
Releases -/- 2,142 /- 143 - - 15 - - 2,300
Interest 2,818 - 69 41 - 2,928
Capitalisation 108 - - - - 108
Withdrawals -/- 784 -/- 920 -/- 123 /- 119 - -l 1,946
Balance at 31 December 2007 72,417 1,798 1,868 931 - 77,014
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Environmen- Personnel Long-service Health Loss- Total

tal manage- redundancies bonuses insurance incurring
(xEUR 1,000) ment and premiums activities
decommis-
sioning
Balance at 1 January 2008 72,417 1,798 1,868 931 - 77,014
Capitalisation 7,000 - - - - 7,000
Acquisitions by NOVEC B.V. 1,866 - - - - 1,866
Additions 500 94 1,558 8 38,200 40,360
Releases - - 1,197 - - - - 1,197
Interest 2,834 - 75 37 - 2,946
Withdrawals -/- 435 -/- 165 -/- 461 -/- 105 - /- 1,166
Balance at 31 December 2008 84,182 530 3,040 871 38,200 126,823
Long-term 84,182 168 2,848 772 17,400 105,370
Short-term - 362 192 929 20,800 21,453
Total 84,182 530 3,040 871 38,200 126,823

Provision for environmental management and decommissioning

The provision for environmental management and decommissioning serves to cover future obligations to dispose of
hazardous substances and to decommission abandoned high-voltage connections, underground or subsea cable sections,
and (antenna) sites. The provision has been stated at net present value. The main assumptions made in this context concern
the future price level and a discount rate of 4.0%.

Personnel provisions:

Personnel redundancies
The provision for personnel redundancies serves to cover the costs of redundancies for which the liabilities were incurred
before the balance sheet date.

Long-service bonus provision

The group has future liabilities under the Collective Labour Agreement, involving the payment of salary-related bonuses to
long-serving and retiring employees. The size of the associated provision has been calculated on the basis of actuarial
principles. The main assumptions made in this context concern the annual salary increase of 2.5%, an age-dependent
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retention rate and a discount rate of 4.0%. The balance at year-end 2008 includes the Collective Labour Agreement
commitments relating to the Essent staff who transferred to TenneT as of 1 November 2008.

Health insurance premiums

Future liabilities exist with regard to the payment of health insurance premiums on behalf of company pensioners. The size
of the associated provision has been calculated on the basis of the Collective Labour Agreement and actuarial principles. The
main assumptions made in this context concern the annual premium increase of 2.0% and a discount rate of 4.0%.

Loss-incurring activities

The provision for loss-incurring activities serves to cover the unavoidable losses resulting from the legally enforceable
obligation (under the Independent Grid Administration Act) to manage the 110 kV and 150 kV grids. The provision has been
stated at net present value.

18. Derivative financial instruments

The derivative financial instruments have been stated at fair value. The derivative financial instruments in question are
interest rate swaps and have been included under long-term liabilities or short-term liabilities, depending on the remaining
term. The breakdown is as follows:

(XEUR 1,000) 008 2007
Interest rate swaps (credit) . 4,333 _| 1,507
Forward exchange transactions - 3,493 _| 310
Subtotal 7,826 1,817
Exchange transactions . 1,101 _| 120
Total 8,927 1,937
Long-term . - 1,747
Short-term . 8,927 _| 190
Total 8,927 1,937
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Interest Rate Swaps (IRSs)

The interest rate swaps concern long-term loans; under an IRS contract, a floating interest rate is swapped for a fixed interest
rate, thus protecting TenneT against movements in floating rates. The notional value of these transactions on 31 December
2008 was EUR 200 million. The floating interest rates of the loans in question are based on the EURIBOR rate. The fixed rates
of interest vary from 3.7% to 3.9% (2007: 3.7% to 3.9%). The interest rate swaps expire in the next few years, on the
redemption dates of the underlying loans. The fair values of the IRS contracts have been calculated using discounted cash
flow valuation techniques, on the basis of the market conditions prevailing on the balance sheet date.

Forward exchange transactions

The forward exchange transactions relate to the position in pounds sterling that results from the investment cash flows
associated with the construction of the BritNed cable. These transactions are arranged in order to fix the exchange rate. The
notional value of these transactions on 31 December 2008 was EUR 15.2 million. In the coming years, the forward exchange
transactions will expire on the due dates of the underlying liabilities, which are denominated in pounds sterling.

Exchange transactions

One of TenneT’s goals is to facilitate the energy supply market. To this end, the group operates a number of energy
exchanges. Energy exchanges arrange the financial settlement of anonymously negotiated transactions. Hence, the group is
acounterparty in all transactions effected on the exchanges concerned. The net value of all concluded purchase and sale
transactions is always zero, so the group does not take on an open position. However, because the physical deliveries
associated with these transactions occur several days after their conclusion, the contracts awaiting settlement on

31 December have to be treated as derivative financial instruments. The contracts have been stated at fair value, by reference
to the market price on 31 December.

On 31 December 2008, the fair value of open trading contracts amounted to EUR 1.1 million (2007: EUR 0.1 million); this sum

is accordingly presented on the balance sheet as ‘Derivative financial instruments’ under both ‘Short-term receivables’ and
‘Short-term liabilities’.
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19. Deferred tax liabilities

The movement in the deferred tax liability was as follows:

(xEUR 1,000) Other  Non-current Total
assets
Balance at 31 December 2006 - 1,139 1,139
Initial valuation of Endex European Energy Derivatives Exchange N.V. 150 - 150
Recognised in the profit-and-loss account -/- 150 - -l 150
Balance at 31 December 2007 - 1,139 1,139
(XEUR 1,000) Other  Non-current Total
assets
Balance at 31 December 2007 - 1,139 1,139
Initial valuation of NOVEC B.V. - 3,146 3,146
Recognised in the profit-and-loss account - - -
Balance at 31 December 2008 - 4,285 4,285

The deferred tax liability relates to the goodwill associated with the spot market activities of APX B.V., which has already
been written off for tax purposes, as well as the intangible assets which were commercially valued upon acquisition of Endex
European Energy Derivatives Exchange N.V. (customer base, arrangements with participants). Realisation will take place
principally during the remaining useful lives of the intangible assets in question (approximately ten years).

166



Current liabilities

20. Amounts received in advance

The movement in amounts received in advance was as follows:

(xEUR 1,000) Grant funds To be set off Maintenance Payments Total
(MEP) against tariffs of energy from power-
charged in later balance generating
years between companies for
supply and cross-border
demand capacity
Balance at 1 January 2007 163,955 4,534 29,608 63 198,160
Additions 501,725 23,942 48,996 - 574,663
Interest 1,483 1,181 1,079 1 3,744
Withdrawals -/- 457,904 /- 6,377 /- 64,297 /- 50 -/- 528,628
Balance at
31 December 2007 209,259 23,280 15,386 14 247,939
Additions 405,487 11,256 63,587 - 480,330
Reclassification under
‘Accounts receivable and
other receivables’ 18,800 - - - 18,800
Interest 2,818 1,477 1,168 1 5,464
Withdrawals -/- 636,364  -/- 13,658  -/- 71,084 - -/~ 721,106
Balance at
31 December 2008 - 22,355 9,057 15 31,427
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Grant funds (MEP)

Under the Electricity Production (Environmental Quality) Act (MEP), which came into force on 1July 2003, subsidies are
payable to producers. TenneT TSO administers the MEP grants scheme and has transferred this task to EnerQ B.V. The grants
and operating costs are covered directly and indirectly, respectively, by contributions from the Ministry of Economic Affairs.
This activity was transferred to SenterNovem as of 1 January 2009. An amount of EUR 18.8 million in government subsidies to
be received has been included under ‘Accounts receivable and other receivables’.

To be set off against tariffs charged in later years
The sum included under this heading concerns the discrepancy between the actual tariff revenue and the permitted revenue
for the year under review. This sum is taken into account when settling the tariffs charged to market parties in future years.

Maintenance of the energy balance between supply and demand

One feature of the system of energy balance maintenance is that TenneT TSO receives payments each year, which are taken
into account when settling the tariffs payable for system services in future years.

21. Bank overdrafts
This item consists of the balances in bank accounts in respect of which other cash and cash equivalents have been provided

as security, and to which interest compensation (in the amount of EUR 76.5 million) has been applied, as well as credit
extended by banks (EUR 24.1 million).

22. Accounts payable in connection with energy exchange
transactions

The accounts payable in connection with energy exchange transactions (2008: EUR 223.0 million, 2007: EUR 144.2 million)
derive from the gas trading activities of APX Commodities Ltd.
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23. Securities

The liabilities relate to collateral securities given by third parties to underwrite trading on energy exchanges and the
auctioning of cross-border interconnection capacity. The liabilities relating to collateral securities can be attributed to the
various activities as follows:

(xXEUR 1,000) 008 2007
Energy exchange activities of APX Group 407,992 468,493
Auctioning of cross-border capacity by TSO N N

Auction B.V. . 78,141 _| 66,327
Auctioning of capacity on NorNed cable . 21,965 _|

Energy balance maintenance by TenneT TSO | 24,567 _| 16,648
Total 532,665 551,468

24. Accounts payable and other liabilities

The accounts payable and other liabilities can be broken down as follows:

(XEUR 1,000) 008 2007
Expenses payable in respect of transmission and

system services . 42,777 _| 29,253
Accounts payable . 45,325 _| 24,450
Auction receipts yet to be credited to TSOs . 11,552 _| 11,977
Taxation and social security contributions . 3,006 _| 5,424
Payable to Ministry of Finance (EnerQ B.V.) . 20,348 _| -
Interest . 5,985 _| 6,871
Other . 30,947 _| 53,305
Total 159,940 131,280
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Financial instruments — Fair values and categories
The accounting principles for valuation and recognition of financial instruments were applied to the following items

(2008 and 2007):
2008
Referto Carrying Items other Categories of financial instruments Fair value
section  amount than financial
liabilities

Financial assets/liabilities Loansand Investments  Financial Derivatives

recognised at fair value with receivables held until assets held for

changesinvaluerecordedin  /Other maturity availablefor  hedge

P&L account financial sale accounting

liabilities purposes

Designated Held for

upon initial trading

recognition
Financial assets
Financial assets not at free
disposal (4) 110,500 - - - - 110,500 - 110,500
Minority participating
interests (4) 1,985 - 1,985 - - - - 1,985
Total financial assets 112,485 - 1,985 - - 110,500 - 112,485
Receivables
Accounts receivable and
other receivables (8) 194,792 11,704 - - 183,088 - - 194,792
Accounts receivable in
connection with energy
exchange transactions 9) 223,338 - - - 223,338 - - 223,338
Derivative financial
instruments (10) 1,101 - - - - 1,101 - 1,101
Total receivables 419,231 11,704 - - 406,426 1,101 - 419,231
Cash and cash equivalents
Securities (11) 532,665 - - - 532,665 - - 532,665
Deposits 1) 99,850 - - - - 99,850 - 99,850
Bank account balances 1) 117,733 - - - 117,733 - - 117,733
Total cash and cash equivalents 750,248 - - - 650,398 99,850 - 750,248
TOTAL FINANCIAL ASSETS 1,281,964 11,704 1,985 - 1,056,824 211,451 - 1,281,964
FINANCIAL LIABILITIES
Long-term liabilities
Loans (14) 220,000 - - - 220,000 - - 221,500
Derivative financial
instruments (18) - - - - - - - -
Total long-term liabilities 220,000 : : : 220,000 R - 221,500
Short-term liabilities
Loans (14) 210,000 - - - 210,000 - - 210,000
Bank overdrafts 1) 100,629 - - - 100,629 - - 100,629
Accounts payable in
connection with energy
exchange transactions (22) 222,980 - - - 222,980 - - 222,980
Liabilities relating to
collateral securities (23) 532,665 - - - 532,665 - - 532,665
Accounts payable and other
liabilities (24) 159,940 - - - 159,940 - - 159,940
Derivative financial
instruments (18) 8,927 - - - - 8,927 - 8,927
feaiiorniebiies 1,235,141 - - - 1,226,214 8,927 - 1,235,141
TOTAL FINANCIAL
LIABILITIES 1,455,141 - - - 1,446,214 8,927 - 1,456,641
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2007

Referto  Carrying Items other Categories of financial instruments Fair value
section  amount than financial
assets/
liabilities

Financial assets/liabilities Loansand Investments  Financial Derivatives

recognised at fair value with receivables held until assets held for

changesinvaluerecordedin  /Other maturity availablefor  hedge

P&L account financial sale accounting

liabilities purposes

Designated Held for

upon initial trading

recognition
Financial assets
Financial assets not at free
disposal 4) 44,000 - - - 44,000 - 44,000
Minority participating
interests (4) 14,221 - 14,221 - - - - 14,221
Total financial assets 58,221 - 14,221 - - 44,000 - 58,221
Receivables
Accounts receivable and
other receivables (8) 123,564 7,701 - - 115,863 - - 123,564
Accounts receivable in
connection with energy
exchange transactions 9) 144,196 - - - 144,196 - - 144,196
Derivative financial
instruments (10) 1,375 - - - - 1,375 - 1,375
Total receivables 269,135 7,701 - - 260,059 1,375 - 269,135
Cash and cash equivalents
Securities (11) 551,468 - - - 551,468 - - 551,468
Deposits (11) 375,700 - - - 375,700 - - 375,700
Bank account balances (11) 309,641 - - - 309,641 - - 309,641
Total cash and cash equivalents 1,236,809 - - - 1,236,809 - - 1,236,809
TOTAL FINANCIAL ASSETS 1,564,165 7,701 14,221 - 1,496,868 45,375 - 1,564,165
FINANCIAL LIABILITIES
Long-term liabilities
Loans (14) 280,420 - - - 280,420 - - 282,520
Derivative financial
instruments (18) 1,747 - - - - 1,747 - 1,747
Total long-term liabilities 282,167 - - - 280,420 1,747 - 284,267
Short-term liabilities
Loans (14) 50,000 - - - 50,000 - - 50,000
Bank overdrafts 21) 266,677 - - - 266,677 - - 266,677
Accounts payable in
connection with energy
exchange transactions (22) 144,208 - - - 144,208 - - 144,208
Liabilities relating to
collateral securities (23) 551,468 - - - 551,468 - - 551,468
Accounts payable and other
liabilities (24) 131,280 - - - 131,280 - - 131,280
Derivative financial
instruments (18) 190 - - - - 190 - 190
Total short-term liabilities 1,143,823 - - - 1,143,633 190 - 1,143,823
TOTAL FINANCIAL
LIABILITIES 1,425,990 - - - 1,424,053 1,937 - 1,428,090



Notes to the consolidated profit-and-loss account for the year 2008
(XEUR 1,000)

25. Revenue

The revenue can be broken down as follows:

(xEUR 1,000) 008 2007
Connection and transmission services . 219,179 | 181,017
System services . 142,018 _| 136,449
Maintenance of energy balance . 47,708 _| 34,551
Operation of energy exchanges . 16,996 | 14,518
Revenue from market facilitation services . 8,886 | 6,501
Revenue from other services . 11,708 | 14,529

446,495 387,565
Work undertaken for third parties . 869 _| 1,185
Interest received . 12,894 _| 10,064
Revenue 460,258 398,814

The revenue from connection, transmission and system services is to a large extent regulated by the Office of Energy
Regulation. Three regulatory mechanisms were used in 2008: revenue regulation for transmission activities on the 380 kV
and 220 kV grid, yardstick regulation for transmission activities on the 150 kV and 110 kV grid, and budget regulation for
system services.

In 2008, the Office of Energy Regulation’s Method Decision for the fourth regulatory period entered into effect. The decision
applies to the period from 2008 to 2010 inclusive. During this regulatory period, the transmission activities on the 110 kV and
150 kV grids are subject to revenue regulation.

Since LJanuary 2008, TenneT TSO has been in charge of managing all grids with a voltage level of 110 kV and higher, with the
exception of grids encumbered by Cross Border Leases. The grids concerned are those of Delta N.V., Enexis B.V., Alliander
N.V. (excluding Nuon Randmeren) and B.V. Transportnet Zuid-Holland (TZH). TZH is already a subsidiary of TenneT. In
accordance with interim agreements concluded with Alliander N.V. and Enexis B.V. (stipulating that the grids have been
operated on behalf of the relevant parties at their risk and expense), TenneT has not recognised the full regulatory revenue
from these grids in its own revenue. Revenue from the grids of Alliander N.V. has not been recognised. Revenue from the
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grids of Enexis B.V. was recognised in the last two months of 2008. Revenue from the grids of Delta N.V. has been recognised
in full.

The revenue from connection and transmission services includes the revenue from services to regional grid administrators
(resolution of transmission restrictions and reactive power management) and income from the provision of cross-border
interconnection capacity (cross-border tariffs).

The revenue from maintenance of the energy balance between supply and demand is equal to the cost of purchasing the
associated energy and capacity. Any surplus in revenue is settled through the future system service charges and is not

included in the revenue.

The revenue from market facilitation services consists of fees for authenticating electricity produced by environmentally
friendly methods, operating subsidy schemes, and auctioning cross-border interconnection capacity.

The revenue from other services consists mainly of rent for the provision of sites and fibre-optic cable capacity for
telecommunications and antenna sites.

The interest received relates mainly to securities and deposits associated with energy exchange activities.

26. Energy and capacity expenses

Expenditure on the purchase of energy and capacity can be broken down as follows:

(XEUR 1,000) 008 2007
Connection and transmission services | 51,247 _| 41,479
Cross-border tariffs | 10,873 _| 19,925
System services . 65,369 _| 61,616
Maintenance of energy balance . 47,708 _| 34,551

175,197 157,571

The expenditure associated with the provision of connection and transmission services relates to purchases for grid losses,
transmission restrictions and reactive power.
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The expenditure associated with cross-border tariffs relates to payments that the Netherlands has to make for the use of
foreign transmission grids. The expenses in question are settled through TenneT’s transmission service tariffs.

The expenditure associated with system services involves the purchase of regulating and reserve capacity, black-start
facilities and emergency capacity.

27. Transmission grid and system expenses

The expenditure associated with transmission grids and systems is made up of operating costs for the transmission grids,
plus the cost of maintaining systems used for the primary operating processes. The breakdown is as follows:

(XEUR 1,000) 008 2007
Systems for primary operating processes . 4,139 _| 2,976
Costs of maintaining and operating transmission

grids . 19,631 _| 15,744
Payments for use of grids owned by third parties _ 12,617 _| 3,045
Cost of work undertaken for third parties . 1,638 _| 629

Release from/addition to the provision for
environmental management and
decommissioning . 500 _| -/- 2,142

38,525 20,252

TenneT TSO is responsible for the administration of the national high-voltage grid, but does not own the entire grid.
Management agreements have therefore been concluded to cover those parts of the grid that are owned by third parties.
These management agreements were not extended at year-end 2008. Negotiations were held in the course of 2008
concerning the acquisition of these grid components by TenneT TSO. On the balance sheet date, these negotiations had not
been concluded. The value of the item ‘Payments for the use of grids owned by third parties’ has increased because TenneT
paid compensation to Delta N.V. (12-month period) and Enexis B.V. (2-month period) in 2008.
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28. Personnel expenses

The personnel expenses can be broken down as follows:

(xXEUR 1,000) 008 2007
Salaries . 43,551 _| 34,736
Social security contributions . 2,761 _| 2,950
Pension charges . 5417 _| 4,315
Other personnel expenses . 3,441 _| 2,085
Addition to the personnel provision . 463 _| 54
Capitalised costs for tangible fixed assets . -/- 8,384 _| -/- 5,399

47,249 38,741

In 2008, the average workforce amounted to 626 FTEs (2007: 515 FTEs), of whom 584 FTEs were employed in the
Netherlands (2007: 473 FTEs). TenneT took over approx. 140 FTEs from Enexis B.V. as of 1 October 2008.

Remuneration of members of the Board of Management and Supervisory Board

The remuneration paid to members of the Board of Management and Supervisory Board by the company is summarised

below.

The remuneration paid to members of the Board of Management and Supervisory Board relates to the activities performed

for TenneT Holding B.V. and TenneT TSO B.V. collectively.

(XEUR 1,000) Fixed Variable Pension Total
' remuneration remuneration contributions

Total 2008 690 147 175 1,012

2007 298 55 104 457

(B.G.M. Voorhorst MBA since 1 December 2007, W.A. Keus since 1 February 2008)
The variable remuneration depends on the attainment of targets during the year under review.
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Remuneration paid to members of the Board of Management in respect of supervisory directorships in affiliated entities

accrues to the company.

The remuneration of the company’s supervisory directors is indexed annually for inflation and was as follows in the year

under review:

(XEUR 1,000) Fixed remu- Committee Total  Fixed remu- Committee Total
neration fee 2008 neration fee 2007
Total 97 16 113 94 16 110
29. Depreciation and amortisation of assets
The depreciation and amortisation of assets can be broken down as follows:
(XEUR 1,000) 008 2007
Amortisation of intangible assets . 4,934 _| 3,815
Depreciation of tangible fixed assets . 64,602 | 57,599
Book profit on sale of assets . -/- 10,041 _| -
59,495 61,414
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The impairments can be broken down as follows:

(XEUR 1,000) 008 2007
Penalty in respect of NorNed cable . 10,000 _| -
Impairment of goodwill of APX GAS Zeebrugge B.V. 1,678 _| -

| 11,678 _| -

The Office of Energy Regulation has attached conditions to the reimbursement of the costs of the NorNed cable. An initial
settlement was effected in 2008. The settlement includes a penalty of EUR 10 million. This penalty has been recognised in the
accounts as a depreciation of the NorNed cable.

30. Other operating expenses

The other operating expenses can be broken down as follows:

(xEUR 1,000) 008 2007
Accommodation and office expenses . 8,130 _| 6,466
Consultancy expenses . 9,453 _| 5,135
Hiring of temporary personnel . 25,604 _| 17,911
Travel and subsistence expenses . 4,666 _| 3,687
Research expenses . 2,194 | 1,563
Other operating expenses . 6,255 | 18,435

56,302 53,197
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The cost of hiring temporary personnel relates in part to temporary staff employed by the company until specific vacancies
can be filled. These vacancies arose as a result of TenneT’s assumption of responsibility for the management of the 110/150 kV

grids, and as a result of the expansion of our investment programme.

Auditor’s fees have also been recognised under ‘Other operating expenses’. This concerns the fees charged by

PricewaterhouseCoopers Accountants N.V. and other PricewaterhouseCoopers network firms. The fees can be specified as

follows:

(XEUR 1,000)

Audit of the financial statements .
Other audit procedures ]
Tax consultancy ]
Other services .

31. Finance income and expenses

The finance income can be broken down as follows:

(XEUR 1,000)

Interest on assets under construction -
Interest received on securities associated with

energy exchange activities .
Other interest received .
Movement in the value of financial instruments:
- Interest rate swaps |

178

-/-

576
450
268
265

1,559

11,854

7,784
8,715

1,167

27,186

2007

453
388
299
469

1,609

2007

9,995

8,311
16,587

3,129

38,022



The interest received on funds administered by the Foundation for the Management of Allocated Funds from the National
High-Voltage Grid and on MEP grant funds has been added directly to the funds in question. The total amount involved was

EUR 15.6 million (2007: EUR 16.2 million).

The finance expenses can be broken down as follows:

(xXEUR 1,000) 008 2007

Loans and credit facilities . 14,668 _| 16,734

Interest paid on deposits associated with energy

exchange activities . 7,763 _| 9,210

Interest paid on securities associated with energy

exchange activities . 7,784 _| 8,311

Other interest expenses . 5,926 _| 3,104

Rente op voorzieningen . 2,946 _| 2,928
39,087 40,287

The average effective rate of interest payable on long-term loans was 3.9% in 2008 (2007: 3.9%).
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32. Corporation tax

The corporation tax expense on the profit before taxation differs from the tax charge based on the average tax rate. Further
details are given in the table below:

69,913

-/- 902

69,011

17,731

2007

72,214

-/- 4,124

68,090

17,200

119

17,275

On the basis of the actual rates of taxation payable, the tax burden on the result for 2008 proved to be 25.7% (2007: 25.5%).

The breakdown of the tax burden is as follows:

180

-/-

17,731

2007

4,665 _|
22,396 _|

-/- 1,662
18,937

17,275



33. Profit from participating interests

(XEUR 1,000) 008 2007
Movement in value of HGRT S.A.S. . 478 _| 3,323
Movement in value of Belpex S.A. . 400 | 800
Other | 24 _| -

902 4,123

34. Off-balance sheet rights and obligations

Transfer of management of transmission grids with a voltage level of 110 kV or higher

As a result of the adoption of the Independent Grid Administration Act (‘Segmentation Act’) in 2006, TenneT TSO was given
responsibility for managing all transmission grids with a voltage level of 110 kV and higher with effect from 1January 2008,
with the exception of grids encumbered by Cross Border Leases. This transfer of responsibility has major consequences. In
combination with the Method Decision for the fourth regulatory period, the consequences of this transfer of management
for TenneT’s results are negative. TenneT has concluded an interim contract with Alliander for the period up to and including
31 March 2009.

(Long-term) financial obligations
By 31 December 2008, commitments totalling EUR 139.4 million (2007: EUR 57.7 million) had been entered into with regard
to tangible fixed assets.

In 2007, a decision was taken to construct a cable link between the Netherlands and the UK. The total investment sum is
expected to exceed EUR 588 million, 50% of which will be borne by TenneT. Agreements have been concluded with third
parties for approx. EUR 250 million in total.

TenneT has issued guarantees as security against BritNed Development Ltd. in case the company is unable to meet its
financial obligations under the cable contract. The guarantees issued by TenneT cover 50% of the commitments of BritNed

Development Ltd.

In 2008, TenneT TSO concluded a contract with a value of EUR 71 million with NKT in respect of the Wateringen-Bleiswijk line.
TenneT TSO’s remaining obligation under this contract had a value of EUR 49.8 million at year-end 2008.
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TenneT TSO has entered into commercial ground lease contracts with the owners of the land on, under or over which
TenneT’s substations, lines and underground cables are sited or routed. TenneT’s annual obligation under these contracts
amounts to EUR 2.3 million (2007: EUR 2.3 million).

The total obligation under the operating leases for office premises and vehicles is as follows:

(XEUR 1,000) <lyear 1-5 years >5years Total
At 31 December 2008 3,071 8,999 - 12,070
At 31 December 2007 1,986 6,579 - 8,565

Subject to approval from the Provincial Council, agreement was reached with the provincial authorities of Groningen,
Drenthe and Overijssel in November 2007 to retain and upgrade the existing 220 kV line from Zwolle to Vierverlaten. The line
section between Zwolle and Hoogeveen is to be retained under the agreement. To compensate, TenneT will invest

EUR 10 million in projects designed to strengthen nature and landscape values in the provinces of Drenthe and Overijssel.
TenneT intends to recognise this sumin its accounts as a substantial investment.

Conditional obligations

In 2004, the Office of Energy Regulation decided that APX B.V.’s spot market activities would no longer be regulated. This
decision was based on the assumption that the advance bid obligation in the APX spot market for the daily auctioning of
cross-border interconnection capacity would be retained until 1 January 2009. If this obligation is abolished either before or
after 1January 2009, this would give rise to a claim by or obligation on TenneT, respectively.

TenneT has entered into a long-term commitment to sell its head office and rent a new office building.

Conditional rights
At the close of 2008, TenneT had received bank guarantees totalling EUR 78.7 million.

Securities
Participants active on the energy exchanges have issued guarantees and securities with a total value of EUR 803 million

(2007: EUR 788 million) to APX B.V. and APX Commodities Ltd. to cover their trading positions.

Parties with programme responsibility have issued bank guarantees totalling EUR 30.1 million (2007: EUR 26.2 million) to
TenneT TSO in connection with the latter’s maintenance of the energy balance between supply and demand.
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TenneT Holding has issued a group guarantee with a maximum value of GBP 29.5 million to National Grid Electricity
Transmission (NGET) to underwrite TenneT’s obligations with regard to the BritNed project. The guarantee covers the period
from 1 April 2009 to 30 September 2009 inclusive.

The group has various other off-balance sheet rights and obligations, which are not sufficiently large to be mentioned
separately.

Termination of activities

TenneT has decided to terminate the activities of TSO Auction B.V. in 2009. The annual auction will be organised by a newly
established company called CASC-CWE S.A. (Capacity Allocation Service Company for the Central Western European
Electricity Market), a joint venture between the TSOs of the Central Western European (CWE) region. The daily auction (on
the Belgian-Dutch border) now takes place by means of market coupling on the APX exchange.

On 13July 2007, the Minister of Economic Affairs announced that implementation of the Promotion Scheme for Sustainable
Energy Production (SDE) and the MEP grant scheme would be transferred to the Ministry’s SenterNovem agency. The

activities of EnerQ B.V. were therefore transferred to SenterNovem as of 1 January 2009.

Consequently, the financial statements of TSO Auction B.V. and EnerQ B.V. have been prepared on a liquidation basis.
The above-stated decisions have not resulted in the devaluation of assets.

35. Events after the balance sheet date

No events that required reporting occurred after the balance sheet date.

36. Acquisitions

On 3 March 2008, APX B.V. acquired 42% of the shares in APX Gas Zeebrugge B.V, increasing its stake in APX Gas Zeebrugge
B.V. to 100%. This acquisition has no effect on the consolidated revenue.

On 12 December 2008, APX B.V. also acquired 90.9% of the shares in Endex N.V. On 30 December 2008, APX B.V. acquired
another 8.1% of the shares in Endex N.V., bringing its total stake to 99.0%. The remaining 1.0% of the shares was retained by
Endex N.V.

The acquired business contributed EUR 0.2 million to the revenue realised in 2008, and contributed -/- EUR 0.1 million to the

profit for the year. If the acquisition had taken place on 1January 2008, the acquired business would have contributed
EUR 4.9 million to the revenue and EUR 2.2 million to the profit for the year.
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The acquisition has been recognised in the financial statements as follows:

ENDEX

10,967
1,369
528

93

364
5,797
-/- 3,146
4,206

20,178

NOVEC B.V. made two acquisitions in 2008: it acquired all the shares in Telfort Masten B.V. and it acquired the assets of
Dutch Tower B.V. As a result of these acquisitions, NOVEC B.V. added 140 pylons to its plant. The acquisitions are expected to
generate an annual revenue growth of approx. 30%.
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The acquisitions have been recognised in the financial statements as follows:

NOVEC

(XEUR 1,000)

Tangible fixed assets . 8,521
Intangible assets | 8,303
Goodwill . 8,458
Provisions . -/- 1,867
Total 23,415

The acquired business contributed EUR 0.8 million to the revenue realised in 2008, and contributed EUR 0.2 million to the
profit for the year. If the acquisition had taken place on 1January 2008, the acquired business would have contributed
EUR 1.7 million to the revenue and EUR 0.3 million to the profit for the year.

37. Cash flow statement

The cash flow statement has been prepared using the indirect method, using data on the cash flows from clearing activities
and the cash flows from operating, investment and financing activities.

Cash flows from operating activities
The cash flows from operating activities have been calculated using the indirect method. The following table summarises

the adjustments to the cash flows from operating activities. Generally speaking, these adjustments concern non-cash flow
items.
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Ref.

Profit for the year

Adjustments for:

- Corporation tax included in the result

- Depreciation of assets

- Disposals of assets

- Impairments

- Withdrawal of auction receipts and
investment contributions

- Amortisation of investment contributions

- Amortisation of ground lease charges
paid in advance

- Amounts settled or to be settled in tariffs

- Change in long-term provisions

- Adjustment to the fair value of financial
instruments

- Interest expenses

- Interest income

- Recognition of financial instruments

- Change in value of (minority)
participating interests

- Change to minority interest due to sale

Movement in working capital:

- Inventory

- Receivables (excluding MEP grant funds
receivable)

- Other receivables and liabilities

186

32
29
1,29
1,2

15

17

31
31
25

3,4
13

9,11,12 _|

-/-

52,182

17,731
69,536

744
11,678

21,972
9,066

331
13,894
47,942

2,122
36,141
12,894

7,264

878
2,956

123,213

494

149,623
193,128

43,999

219,394

2007

54,380

17,275
61,414
19

844
A 2,955

303
1,035
-/- 999

-/- 3,129
32,829

-/- 10,064
1,185

-/- 4,123

93,637

381

-/- 10,776
-/- 11,301

-/- 21,696

126,321



Annual Report 2008 / Financial Statements 187



Company balance sheet at 31 december 2008 before profit appropriation

(XEUR 1,000)

188

Ref.

39
40
42

41
42

31 December 2008

594,446
900
83,123
678,469
119
3,493
12,995
16,607
3,858
698.934

31 December 2007

589,592
2,040
31,027
622,659
37
360
397
19,131
642.187
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Ref.

43

41

44
45
46

41

-/-

|-

100,000
149,152
1,476
3,417
357,475
4,899
51,801

10,000
23,985
1,051
1,711
3,493
260

658,434

40,500

698,934

31 December 2007
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100,000
159,729
2,355
796
324,847
4,021
49,051

240

1,979

70
691

639,207

240

2,740

642,187




Company profit-and-loss account for the year 2008

(XEUR 1,000)

Ref.

v

2008

2007

4,128 499
48,551 52,573
52,679 53,072

190



Statement of changes in equity for the year 2008
(XEUR 1,000)

Share  Hedging Re-  Reserve  Reserve Retained Profit for Total
capital reserve valuation for forpar- earnings theyear
reserve exchange ticipating
rate differ-  interests

ences
Balance at 1 January 2007 100,000 3,548 170,306 146 - 292,570 46,700 613,270
Exchange rate differences - - - -/~ 942 - - - -/- 942
Profit for the year - - - - - - 53,072 53,072
Addition to reserve for

participating interests - - - - 4,021 - /- 4,021 -
Increase in fair value - -/~ 1,601 - - - - - -/- 1,601
Tax payable on increase in

fair value - 408 - - - - - 408
Realisation of revaluation - - -/-10,577 - - 10,577 - -
Profit appropriation 2006 - - - - - 46,700 -/-46,700 -
Dividend 2006 -/- 25,000 - -/-25,000

Balance at 1 January 2008 100,000 2,355 159,729 -/- 796 4,021 324,847 49,051 639,207

Exchange rate differences - - - -/- 2,621 - - - -/- 2,621
Profit for the year - - - - - - 52,679 52,679
Addition to reserve for

participating interests - - - - 878 - -/- 878 -
Increase in fair value - -/~ 5,141 - - - - - -/- 5141
Tax payable on increase in

fair value - 1,310 - - - - - 1,310
Realisation of revaluation - - -/-10,577 - - 10,577 - -
Profit appropriation 2007 - - - - - 49,051 -/-49,051 -
Dividend 2007 - - - - - -/-27,000 - -/-27,000

Balance at 31 December
2008 100,000 -/- 1,476 149,152 -/- 3,417 4,899 357,475 51,801 658,434
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Notes to the company balance sheet and profit-and-loss account for the
year 2008

(xEUR 1,000)

38. Principles governing the valuation of assets and liabilities and the
determination of results

General

The company financial statements for TenneT Holding B.V. have been prepared in accordance with the provisions of Part 9,
Book 2, of the Netherlands Civil Code. The same principles governing valuation and the determination of results (including
the principles governing the statement of financial instruments as equity or loan capital) have been applied in compilation of
the company financial statements as in compilation of the consolidated financial statements, as permitted by Article 2:362,

clause 8, of the Civil Code.

Pursuant to Article 402, Book 2 of the Netherlands Civil Code, the company profit-and-loss account has been presented in
abridged form.

Management report
The management report appears on pages 5 to 114.
Comparative data

The accounting principles used for the valuation of assets and liabilities and the determination of the result remain
unchanged compared to the previous year.

The principles applied in the company financial statements for the valuation of assets and liabilities and for the
determination of the result are the same as those used in the consolidated financial statements. For a description of these

principles, please refer to pages 126 to 132 of the general notes to the consolidated balance sheet and profit-and-loss account.

The following notes provide information that is additional to the information given in the notes to the consolidated financial
statements.
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39. Investments in group companies
Participating interests in group companies and other companies over which TenneT exercises control are stated at net asset
value. The net asset value of a participating interest is determined by valuing the assets, provisions and liabilities and

calculating the result using the principles applied to the consolidated financial statements.

The movement in participations in group companies can be broken down as follows:

(XEUR 1,000) 008 2007
Balance at 1 January . 589,592 _| 573,864
Shares in NOVEC B.V. broughtin . - | 8,190
Capital increase . 11,401 _| -
Exchange rate differences . -/- 2,671 _| -I- 942
Minority participating interests . 297 _| -
Share in the result . 48,351 _| 52,173
Other changes . -/- 521 _| -
Sale . -/- 1,149 _| -
Change to hedging reserve . -/- 4,061 _| - 962
Dividend payment . -/- 46,793 _| -I- 42,731
Balance at 31 December 594,446 589,592

The participations in group companies relate to the legal entities included in the consolidation: TenneT TSO B.V., APXB.V.,
APXB.V., NOVEC B.V., NLink International B.V. and New Values B.V. These participating interests have been valued in
accordance with TenneT’s accounting principles.

TenneT TSO B.V. has issued a declaration of liability as referred to in Book 2, Part 9, Section 403 of the Netherlands Civil Code

in respect of B.V. Transportnet Zuid-Holland with effect from 18 December 2003, and in respect of Saranne B.V. with effect
from 1January 2007.
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40. Minority participating interests

This item relates to TenneT Holding B.V.’s participating interests in Endex European Energy Derivatives Exchange N.V and
Belpex S.A.

Endex European Energy Derivatives Exchange N.V. is a long-term electricity contract exchange covering the Netherlands and
Belgium. In 2008, TenneT Holding B.V. sold its stake in Endex European Energy Derivatives Exchange N.V. to APX B.V.

Belpex S.A., Belgium’s electricity exchange, was established in 2005. TenneT holds 17.5% of the shares (10% directly, 7.5%
indirectly through APX B.V. and HGRT). Since TenneT is unable to exert significant influence on Belpex’s policy, this holding is
treated as a minority participating interest.

The minority participating interests have been stated at fair value, with the movement in value recognised in the profit-and-
loss account. The fair value has been derived from discounted cash flow calculations. The cash flow projections have been
derived from long-term plans, to which a discount rate of approximately 10% (before taxation) has been applied. The figures
have been discounted to net present value, using discounting rates that reflect the risks associated with the activities.

The movement in the value of the minority participating interests can be broken down as follows:

(XEUR 1,000) 008 2007
Balance at 1 January - 2,040 _| 1,640
Sale of Endex European Energy Derivatives

Exchange N.V. . -/- 1,340 _| -
Change in value (Belpex S.A.) . 200 _| 400
Balance at 31 December 900 2,040

TenneT Holding B.V. recognises no related parties other than the entities included in the consolidation, members of the
company’s Board of Management and Supervisory Board, and minority participating interests.

Services with a total value of EUR 1.1 million (2007: EUR 1.4 million) were provided to minority participating interests in the
year under review. These transactions took place in accordance with normal business terms and conditions.

194



41. Derivative financial instruments

Forward exchange transactions

The forward exchange transactions relate to the position in pounds sterling that results from the investment cash flows
associated with the construction of the BritNed cable to the UK. These transactions are arranged in order to fix the exchange
rate. The notional value of these transactions on 31 December 2008 was EUR 15.2 million. In the coming year, the forward
exchange transactions will expire on the due dates of the underlying liabilities, which are denominated in pounds sterling. In
2008, TenneT Holding transferred its derivative financial instrument internally to NLink International B.V.

42. Receivables from group companies

(XEUR 1,000) 008 2007
NLink International B.V. | 83,339 _| 31,027
NOVECB.V. . 9,907 _| -
Other . 2,872 _| 360
Balance at 31 December 96,118 31,387
Long-term . 83,123 _| 31,027
Short-term | 12,995 _| 360
Total 96,118 31,387
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43. Equity

Share capital

On the balance sheet date, the company’s authorised share capital amounted to EUR 500 million, divided into one million
shares of five hundred euros. Of these shares, two hundred thousand have been issued and paid-up. There was no change in
this item during the year under review.

Revaluation reserve

The revaluation reserve serves to cover the revaluation of tangible fixed assets within the national high-voltage grid of
TenneT TSO B.V. Following the implementation of IFRS on 1 January 2004, the fair value exception provided for in IFRS L has
been applied. This (once-only) exception allows tangible fixed assets to be stated at their fair value on the transition date.
This figure is subsequently used as the ‘deemed cost price’. The size of the revaluation reserve corresponds to that part of
the restated value of the tangible fixed assets that results from application of the fair value exception, less the deferred tax
liability.

Hedging reserve
The hedging reserve relates to changes in the fair value of interest rate swaps that are recorded in equity.

Reserve for exchange rate differences

The reserve for exchange rate differences serves to cover movements in exchange rates associated with participating
interests in the UK (including goodwill).

Reserve for participating interests

The reserve for participating interests relates to the increase in value of TenneT’s minority participating interestin

Belpex S.A., for which TenneT cannot secure payment.

The revaluation reserve, the hedging reserve, the reserve for exchange rate differences and the reserve for participating
interests are not freely distributable.

44. Loans

TenneT Holding took out a short-term loan with ING in October 2008. This loan is set to expire on 31 March 2009.

45. Bank overdrafts

This item concerns credit extended by banks.
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46. Liabilities payable to group companies

This item concerns a liability payable to TenneT TSO B.V.

47. Share in the results of participating interests

The share in the result of participating interests can be broken down as follows:

008 2007
44,440 44,913
3,466 5,618
1,036 2,115
-/- 818 -/- 602
227 129
48,351 52,173
200 400
48,551 52,573
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48. Affiliated entities

All participating interests in group companies referred to in section 39 are regarded as affiliated entities.
The long-term receivables from group companies relate mainly to a receivable from NLink International B.V.

During the year under review, the company had no employees.

Arnhem, 9 April 2009
Board of Management of TenneT Holding B.V.

J.M. Kroon MBA
B.G.M. Voorhorst MBA
W.A. Keus

The Supervisory Board

R.E. Selman

C. Griffioen
J.ET. Vugts

J.F. van Duyne
A.W. Veenman
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Other information
Appropriation of profit

The appropriation of profits is governed by Section 38.3 of the Articles of Association, which states:

“Subject to approval by the Supervisory Board, the Board of Management may reserve a portion of any profit that may
remain after application of the provisions of clause 2, sufficient in the Board of Management’s view to finance capital
expenditure to support fulfilment of the company’s statutory duties as grid administrator, such as maintenance, expansion
and environmental management. Any profit which is not thus reserved shall be at the free disposal of the General Meeting of
Shareholders. When calculating the amount of profit to be paid out on each share, account shall be taken only of the sum of
the obligatory call on the nominal value of the shares. In the event of a tied vote regarding the distribution or reservation of
profits, the profit to which the proposal relates shall be reserved.”

The Board of Management proposes the following appropriation of profit for 2008 (values x EUR 1,000):

Addition to retained earnings 40,702
Proposed dividend 10,000
Profit for the year 50,702

The proposed appropriation of profit has not been recorded in the financial statements.
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Auditor’s report

To the Shareholder and the Supervisory Board of TenneT Holding B.V.

Report on the financial statements

We have audited the financial statements 2008 of TenneT Holding B.V., Arnhem. The financial statements comprise the
consolidated financial statements and the company financial statements. The consolidated financial statements comprise
the consolidated balance sheet as at 31 December 2008, the profit-and-loss account, statement of changes in equity and
cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes.
The company financial statements comprise the company balance sheet as at 31 December 2008, the company profit-and-
loss account for the year then ended and the notes.

The board of management’s responsibility

The board of management of the company is responsible for the preparation and fair presentation of the financial
statements in accordance with the International Financial Reporting Standards as adopted by the European Union and with
Part 9 of Book 2 of the Netherlands Civil Code, and for the preparation of the report by the board of management in
accordance with Part 9 of Book 2 of the Netherlands Civil Code. This responsibility includes: designing, implementing and
maintaining an internal control system relevant to the preparation and fair presentation of the financial statements that are
free from material misstatement, whether due to fraud or error; 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 the financial statements based on our audit. We conducted our auditin
accordance with Dutch law. This law requires that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers the internal control system relevant to the company’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company’s internal control system. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by the board of management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Opinion with respect to the consolidated financial statements

In our opinion, the consolidated financial statements give a true and fair view of the financial position of TenneT Holding B.V.
as at 31 December 2008, and of its result and its cash flows for the year then ended, in accordance with the International
Financial Reporting Standards as adopted by the European Union and with Part 9 of Book 2 of the Netherlands Civil Code.

Opinion with respect to the company financial statements

In our opinion, the company financial statements give a true and fair view of the financial position of TenneT Holding B.V. as
at 31 December 2008, and of its result for the year then ended, in accordance with Part 9 of Book 2 of the Netherlands Civil
Code.

Report on other legal requirements and/or requirements of regulatory authorities

Pursuant to the legal requirement under Section 2:393 sub 5 part f of the Netherlands Civil Code, we report, to the extent of
our competence, that the report by the board of management is consistent with the financial statements as required by

Section 2:391 sub 4 of the Netherlands Civil Code.

Arnhem, 24 April 2009
PricewaterhouseCoopers Accountants N.V.

drs. C.J.A.M. Romme RA
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