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VATTENFALL AT A GLANCE

Vattenfall is Europe’s fifth largest generator of electricity and largest producer of
heat. Consolidated sales in 2009 amounted to SEK 205,407 million. Vattenfall's
main products are electricity, heat and gas. In electricity, Vattenfall works in all
parts of the value chain: generation, transmission, distribution and sales. In heat,
Vattenfall is active in production, distribution and sales. Vattenfall is also engaged
in production and sales of gas, energy trading, and lignite mining. The Group has
approximately 40,000 employees, and the Parent Company, Vattenfall AB, is
100%-owned by the Swedish state. Operations in 2009 were conducted in Sweden,
Denmark, Finland, Germany, Poland, the UK, the Netherlands and Belgium.

Vattenfall operations per region

Operations in the Benelux region
covers the Netherlands and Belgium.
Activities include production and sales
of electricity, heat and cooling, and ex-
ploration and sales of gas. Production
is mainly based on gas and coal, but
also onrenewables such as wind.

Operations in the Nordic re-
gion cover Sweden, Finland and
[enmark, where Vattenfall pro-
tuces, distributes and sells both
aleciricity and heat. Hydro and
nuclear power stand for most
of our electricity generation,
complemented by wind power,

In addition, Vattenfall is biomass, waste and fossil fuels.

active within wind power
investments in the UK.

Operations Im Centrai Europe cawer Gesmany and Poland. In Germany Vattenfall
produces, distrioutes and sells #leciricily and fieat. Production is based on lignite
from our ¢wn mines combined with nuclear power and renewables such as wind.
In Poland, fieat pracuction and fieat sales are the largest part of operations.
Electricity and heat production are based primar yan coal Vattenfall also owns
and operates electricity networks, and diztrioutes and sellselectricity.

Vattenfall's operations are organised into four Business Groups (Pan Europe, Nordic, Central Europe and Benelux). From1January
20009, the Business Units responsible for Nuclear, Wind and Engineering across our geographical locations were combined in one
cross-regional Business Group — Business Group Pan Europe. The remaining generation, heat, distribution and sales activities are
managed in the regional Business Groups. Vattenfall also conducts energy and commodity trading in all its markets.




Vattenfall's total electricity

Sales and operating profit Investments Profitability, % and heat production
Sales, Operating profit,
SEK million SEK million  SEK million % TWh
250,000 50,000 125,000 25 250
200,000 40,000 100,000 20 200
150,000 30,000 75,000 15 : \ 150 —
100,000 20,000 50,000 10 100
50,000 10,000 5 50
[ —
0 0 0 L 0
2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009 2005 2006 2007 2008 2009
[ Net sales M Maintenance investments = Return on equity’ = Heat = Electricity

= Qperating profit’

1) Excl. items affecting comparability.

Electricity generation, %

|

W Other'2

M Hydro power 21
Nuclear power 26

W Fossil fuels 51

1) Wind power, biomass and waste .

[ Growth investments

Heat production, %

"/)

Waste non-biogenic1.8

W Peat2.1

M Otherincloil 2.4

M Biomass & biogenic waste 10.2
Lignite12.6
Gas21.5

[ Hardcoal 49.4

= Return on net assets'

1) Excl.items affecting comparability.

Average CO, emission per
generated unit heat and
electricity

9CO,/kWh
750

600

450 —\

300

150

1990 1995 2000 2005 2010

Short term variations are due to
variations in weather related
factors, economic fluctuations etc.

Key data
2009 2008 Change, % 2009 (MEUR)* 2008 (MEUR)!
Net sales, SEK million A 205,407 164,549 24.8 19,840 15,894
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In 2009 Vattenfall celebrated its 100th anniversary. Our
development — through electrification, industrialisation,
and internationalisation — has always gone hand-in-hand
with the development of the society around us. Our jour-
ney alongside our stakeholders continues — towards the
development of a more sustainable society.

Sustainability is a relative concept — almost no human
activity can be expanded forever. The important thing is
that societies choose the most sustainable options that can
reasonably be developed and implemented. For us, this is
not an abstract concept but a daily mission — to work with
society to understand, prioritise, develop, and implement
more sustainable solutions.

Vattenfall must continue to contribute in the ways it
always has — by building knowledge and resources that
support the development sought by society. Today we are
building our knowledge base with respect to a broad mix
of solutions— including wind and wave power, modern
nuclear power, biomass, carbon capture and storage, smart
electricity grids, electrification of transport, and customer
efficiency solutions. Our role is to aid these technologies
on their way from the lab to the market, and our future
role as a provider of electricity and heat will be shaped by
the technologies that our customers and society find most
attractive.

Our role is also to invest our resources in the future:
building a more sustainable world will require enormous
investments in tomorrow’s energy solutions. During my
ten years at Vattenfall, the company has undergone major
expansion. This gives us a powerful resource base from
which to invest. In 2009 we invested almost 20 times as
much capital as we did each year during the 1990s. This
includes major new investments in wind power that will
double the amount of electricity we generate from wind
in the next two years. A priority for the coming five years
is our investment in Carbon Capture and Storage (CCS),
which we plan to begin demonstrating on a large scale
by 2015. We are also looking at options to significantly
increase our use of biomass. The acquisition of Nuon in
2009 further strengthens our knowledge base, our human
resources, and our ability to create resources for future in-
vestment.

These investments are part of a long-term vision — to
build a climate-neutral company by 2050. This vision is
key to our strategic direction, which we call Making Elec-
tricity Clean. This strategy is based on a view of the fu-
ture that we share with many of our stakeholders: a future
where clean, efficient electricity is an important pillar of
sustainable development.

What we want

In the global climate negotiations, our political leaders
have struggled to reconcile a common long-term vision
for the climate with the short-term priorities of economic
development and political pressure. We must accept a sim-
ilar challenge: to couple our long-term strategic direction
to short-term actions that deliver what our various stake-
holders require, namely, reliable, affordable electricity and
responsible management of the social and environmental
impact of our operations today.

‘We will not always succeed on every front. 2009 was
a difficult year for our nuclear operations, with reactors
experiencing unplanned downtime in both Germany and
Sweden. Such problems can undermine society’s confi-
dence in Vattenfall’s operations, and we are working hard
to rectify them. They can also push our indicators in the
wrong direction: our emissions of greenhouse gases per
unit of produced energy increased in 2009 (to 434 gCO,/
kWh heat and electricity from 426), despite our increased
investment in production from low-emitting sources. The
increase in specific emissions is partly due to the lower
availability of nuclear power (and, for weather-related
reasons, hydro power). Investment in low CO, emitting
generation, meanwhile, increased from SEK 7.8 billion in
2008 to SEK 14.7 billion in 2009.

The key to success is our human power. A sustainable
future requires that societies around the world collaborate
in ways they never have before. Likewise, our success as
a company will depend on our ability to work together
with our stakeholders. Vattenfall embraces international
guidelines and standards that are trying to improve how
companies relate to their stakeholders — most importantly
the UN Global Compact, of which we have been a mem-
ber since July 2008.

Sustainable solutions require a long-term approach, but
we share our stakeholders’ demands for near-term results
even as we build the knowledge and resources needed for
tomorrow. Living up to these high expectations will re-
quire focus, balance, and an ongoing dialogue with our
stakeholders. It is a challenge not just for Vattenfall’s CEO,
but for everyone in the company.
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Lars G Josefsson & v
President and CEO
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What we want

In February, Vattenfall announced that it would acquire Dutch energy group
N.V. Nuon Energy (Nuon). The transaction was completed on 1 July through
an initial purchase of 49% of Nuon’s shares (the remaining 51% will be pur-
chased over the coming five years under fixed terms). The companies have
jointly developed plans for the integration, which will focus on continued val-
ue creation and realising the ambitions surrounding renewable energy projects,
gas sourcing and security of supply. Offering value added products and services
that can improve energy efficiency will be key to maintaining high customer
satisfaction. Nuon forms the third regional business group within Vattenfall —
Business Group Benelux — but will retain its brand during a migration period
and will be fully migrated by mid-2013 at the latest.

In June, Vattenfall and Volvo Car Corporation launched a joint
venture in Sweden to introduce plug-in hybrid cars on the mar-
ket. The ground-breaking technology will considerably lower the
environmental impact of vehicle traffic, and Vattenfall customers
will be able to charge their cars with energy of their choice. The
development of the cars is being carried out and financed joint-
ly by the two companies. Volvo will manufacture the cars, and
Vattenfall will develop charging systems and supply the cars with
electricity.

In Germany, Vattenfall and BMW Group have launched a pi-
lot project called “MINI E Berlin powered by Vattenfall”. Fifty
electric-powered BM'W MINIs are being tested in 2009 and 2010
throughout Berlin, in combination with 50 charging posts installed
by Vattenfall providing certified electricity generated by renewable
sources. The project is the largest of its kind in Germany.
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Investment programme 2010-2014

Heat Other7.0%  windpower9.8%
distribution 3.8% Biomass and
Electricity waste 3.8%
distribution
1.9%
Hydro
power 3.2% [E— Coal 20.0%
Nuclear
power 7.0%
CCS2.2%
Gas19.4% Lignite 11.9%

Investment planning is done on a roll-
ing 5-year basis. The programme ap-
proved for the next period (2010-2014)
is more heavily weighted towards fos-
sil fuels, mainly due to investments in
natural gas inherited via the acquisition
of Nuon and a more intensive invest-
ment phase for existing coal projects in
Germany. Investments in wind power
have decreased during this period, as
poorer economic conditions led Vatten-
fall to prioritise offshore wind ahead of
less profitable onshore wind options.
Involvement in offshore wind will in-
crease from 2010—-2014, but investmens
will largely begin after this period. Of
the total investments in generation, ap-
proximately two-thirds represent previ-
ously allocated committments and one-
third are reviewed each year. Of this
third, 52% of investments are in low-
emitting generation technologies and
Carbon Capture and Storage (CCS).
Please see page 77 and Annual Re-
port page 8 for further information on
Vattenfall’s investment programme.

2009 was a challenging year for
Vattenfall’s nuclear operations, with
separate events leading to reactor out-
ages for parts of the year in both Ger-
many and Sweden. Read about these
events and how Vattenfall is respond-
ing on pages 34-38.



In June, Svensk Kirnbrinslehantering
AB (SKB — the Swedish Nuclear Fuel
and Waste Management Co.) proposed
Forsmark as the location for a final re-
pository for Sweden’s spent nuclear fuel.
In the repository, all spent nuclear fuel
from Sweden’s nuclear power plants will
be placed for final storage at an under-
ground depth of nearly 500 metres. In
addition to the planned nuclear fuel re-
pository, the system for disposal of spent
nuclear fuel also comprises the interim
storage facility (CLAB) in Oskars-
hamn, and an encapsulation facility for
which SKB has sought permission to
build next to CLAB. The proposed lo-
cation is the outcome of nearly 20 years
of work in which SKB has conducted
general investigations over wide areas
of Sweden, feasibility studies in eight
municipalities and then local surveys at
Forsmark and Oskarshamn from 2002
to 2007.

In December, the European Com-
mission announced that Vattenfall’s
planned demonstration CCS (Carbon
Capture and Storage) power plant at
Janschwalde in Brandenburg is to re-
ceive up to EUR 180 million in fund-
ing (total investment cost EUR 1.5
billion). The money is to come from
the European Energy Programme for
Recovery (EEPR), the European eco-
nomic programme for energy that was
adopted in June 2009. A total of six
innovative CCS projects are receiving
funding from this source. Read more
about Vattenfall’s CCS work on pages
12-17.

What we want

Vattenfall is currently building eight wind farms in six countries, with total
capacity of more than 600 MW. These wind farms will double our electricity
generation from wind from 2 to 4 TWh in 2011.

Several large wind farms are now under construction: The Thanet wind farm
in Great Britain will, on completion, be the world’s largest offshore wind farm,
and the Stor-Rotliden wind farm will be Vattenfall’s largest wind farm in Sweden.
The Danish wind farm Nerrekar Enge was inaugurated in December 2009, after
77 smaller, older turbines were replaced by 12 2.3 MW turbines. In connection
with this, annual generation was increased to about 88 million kWh, equivalent
to the electricity use of approximately 23,000 households. The twelfth and final
turbine at the Alpha Ventus wind farm testing field in Germany has also been
completed. Located 45 kilometres north of the island of Borkum, Alpha Ventus
will meet the electricity needs of 50,000 households.

During 2009 an application was prepared and submitted for the third round
of a UK initiative to launch more
wind generation capacity (25 GW
of additional capacity by 2020).
In January 2010 Vattenfall was
awarded the rights to develop a
major offshore wind farm off the
east coast of England in the North
Sea. If the rights are fully utilised,
the wind farm will meet the equiv-
alent electricity needs of more than
four million homes annually.

| | A
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In November, Vattenfall announced that Oystein Loseth would succeed Lars
G. Josefsson as CEO. Vattenfall’s board had been developing a succession plan
since summer 2009, in advance of Josefsson’s planned retirement in 2010 at the
age of 60. Leseth is currently CEO of Nuon and First Senior Executive Vice

President of the Vattenfall Group. Leseth has worked in parallel with Josefsson
during the spring and will take over as CEO on 12 April.

In March 2009, Vattenfall initiated legal proceedings against Germany under
the terms of the Energy Charter Treaty. This multilateral treaty is intended to
protect international investments in energy assets, and has been ratified by both
Sweden and Germany. Vattenfall’s position is that delays in the administrative
process and unexpected changes in the operational conditions of the combined
heat and power plant in Moorburg were in violation of German obligations
under the treaty. The Moorburg plant is to be coal-fired and has proven contro-
versial with environmental groups and some local stakeholders. While a num-
ber of the points of conflict have been resolved after some delay, disagreement
remains about the plant’s permission to access water from the Elbe River for
cooling purposes. Vattenfall is seeking compensation for financial losses caused
by the delay in granting permits and by restrictions on usage of cooling water.
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What we want

The United Nations climate conference in Copenhagen in December
was a highly anticipated milestone in the global effort to combat
climate change. Hopes for a definitive agreement were not met, and
in the aftermath of a chaotic fortnight, uncertainty reigned. What
happened at COP 15, and what does it mean for the climate and for
Vattenfall?

COP15 was actually three events in one. Formally, it was a con-
ference of official negotiators working under the United Nations
Framework Convention on Climate Change (UNFCCC). These nego-
tiators were joined by tens of thousands of stakeholders from civil
society and business, some there to observe proceedings, others
to organise seminars, others to protest and campaign. In between
these two forces was a political gathering, attended by 130 heads of
state, whose decisions would determine what positions the negotia-
tors could take.

The hope was that politicians would empower negotiators to take
major steps forward within the formal UNFCCC conference. But this
did not happen. The huge stakeholder participation contributed to
a chaotic atmosphere. Formal negotiations became bogged down in
arguments over protocol and blame-casting. Finally, in the confer-
ence's final hours, the heads of a few major economies attempted to
complete a political agreement behind closed doors.

4 VATTENFALL CORPORATE SOCIAL RESPONSIBILITY REPORT 2009

COP15

COPENHAGEN

The resulting agreement, called the Copenhagen Accord, was not
adopted by the formal conference, but only “noted” in the minutes
of the meeting. It has been widely criticised as insubstantial. It did
not include any common goals or binding targets for emission re-
ductions, and lacked detail onimportant issues such as technology
development and financing. Using the Business Leaders’ Climate
Scorecard, which Vattenfall and the 3C' Initiative developed, the
Accord rates “Not Good Enough” in every dimension.

Itis clear, however, that the world is headed towards a low-carbon
global economy. All the detailed political homework remains to be
done, and Vattenfall and the energy industry will have to live with
significant political uncertainty as these major points are worked
out. We still face uncertainty on emissions pricing, technology road-
maps, and how the actions of other countries might affect the ambi-
tions of the European Union. But the climate issue is now anchored
at the highest level of politics, as an economic, social, and environ-
mental priority. Thus we must continue our push towards Making
Electricity Clean, and ongoing uncertainty means we must do so
with discipline and focus to allocate our resources effectively.

1) 3C - Business Leader’s Initiative on climate change,
www.combatclimatechange.org



What we want

Access to energy is a precondition for the function and development of society. However, all energy
generation has an impact on the environment. Vattenfall supports sustainable development in society
by managing the balance between secure energy supply and environmental and social consequences

in a responsible way.

Vattentfall is committed to meeting society’s need for en-
ergy in a responsible and sustainable manner. The guiding
principle is that meeting the needs of the present must nev-
er compromise the ability of future generations to meet
theirs. The criteria for acceptable impact from energy
generation and supply must be set in dialogue with soci-
ety, within a framework defined by regulation and market
mechanisms.

What is expected of Vattenfall?

Vattenfall is engaged in a continuous and open dialogue
with its stakeholders regarding their expectations and
needs in relation to Vattenfall’s activities. Many stakehold-
ers have very high expectations of Vattenfall, and they
often represent varying interests and conflicting needs.
Therefore, Vattenfall must strive to include stakeholder
expectations in decision-making and activities, to balance
varying interests, and to communicate how this is carried
out. For more information on stakeholder expectations,
see page 8.

Making Electricity Clean

Societal, regulatory, and market forces are driving a tran-
sition to a more sustainable energy system, and thus our
business strategy and our approach to sustainability must
be integrated. Vattenfall’s approach to sustainability is em-
bedded in our business strategy and strategic direction:
Making Electricity Clean.This strategy is based on the be-
lief that aligning our core business activities with the con-
ditions and requirements of tomorrow’s marketplace will
create a significant competitive advantage.

What can Vattenfall contribute?

Within the framework set by society, Vattenfall operates
and invests in energy solutions that support sustainable de-
velopment — economically, environmentally and socially.

Sustainable decisions must be made from a long-term per-
spective.

Vattenfall’s business strategy is to be a leader in this
transition, through investment in renewable energy,
nuclear power, and Carbon Capture and Storage (CCS).
The company is committed to climate-neutral genera-
tion by 2050 at the latest, and to halving its emissions from
generation of electricity and production of heat by 2030.
Making Electricity Clean also entails promoting the use
of electricity in society as a way to improve resource effi-
ciency and reduce emissions. Vattenfall is also emphasising
research and development of energy solutions that are not
yet commercially available. This work provides knowl-
edge and expertise for the benefit of the company as well
as society.

In support of our strategic direction of Making Elec-
tricity Clean, Vattenfall has five strategic ambitions: Num-
ber One for the Customer, Number One for the Environ-
ment, Profitable Growth, Benchmark of the Industry and
Employer of Choice. These ambitions interact with and
are dependent on each other. If Vattenfall is able to offer
energy solutions that meet customers’ needs as well as high
environmental standards, then Vattenfall will also win the
trust of its customers and the general public. By having
the public’s trust, the company can more easily attract the
right competence. With the right competence, good lead-
ership and committed employees, Vattenfall can become
the Benchmark for the Industry. If Vattenfall is the Bench-
mark for the Industry, with focus on operational efficiency
and value creation, the company can grow profitably. A
strong financial position will then support the new invest-
ments required to deliver the energy solutions of tomor-
row. Striking the right balance and fostering the syner-
gies between these ambitions is at the core of Vattentall’s
strategy.
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What we want

Number One for the Customer

Increase customer orientation and win market share while boosting

cost effectiveness

« Make sure Vattenfall has the right products, services and prices
* Increase awareness about and strengthen the Vattenfall brand
» Continue growing the customer base and market share

* Increase cost effectiveness

* Increase customer orientation in all of Vattenfall’'s business areas

Number One for the Environment

Develop the generation portfolio towards Clean Electricity (renewable

energy, nuclear power and coal/gas with CCS)
* Significantly increase investments in low CO,-emitting energy

generation, i.e., renewable energy, nuclear power and coal/gas with CCS

+ Accelerate business development activities to enable low-emitting
technologies

+ Actively advocate global and market-oriented climate policies to promote

investment in low-emitting technologies

« Increase efficiency of existing electricity and heat production as well as in

network activities
+ Integrate environmental aspects in all business activities

Profitable Growth

Drive growth through organic expansion and business development

combined with acquisitions in priority markets

» Organic expansion will be of central importance for future growth
» Business development will be used as a complement to organic and

acquisition-driven expansion

+ Acquisition-driven expansionis important in the long term. However,
inthe near and medium terms, the focus will be on consolidation of

existing market positions

Benchmark for the Industry

Strive for operational efficiency through productivity improvements

and better utilisation of Group synergies

» Adopt long-term benchmarking goals for the business areas by
benchmarking operations against peer companies

« Continuously work on improving processes and ensure internal
bench-learning and the utilisation of best practices in order to
achieve long-term goals

Employer of Choice

Attract, retain and develop people and competencies for the future

+ Focus on talent management

» Develop leadership talents

» Develop employer branding

» Work in accordance with Vattenfall's culture and values
« Continue focus on health and safety

« Establish a performance culture

1) In 2010 N.V. Nuon Energy's operations will be integrated in the business plan-
ning process. Consequently, the targets for Vattenfall's operationsin 2010
currently donotinclude N.V.Nuon Energy’'s operations.
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« Further development of co-operation with the cities of Berlin and

Hamburgin Germany

« Automation of the electricity grid and widening of the under-

ground cable network for improved security of supply

+ Installation of automatic meter reading systems for electricity

consumption for all customers in Sweden and Finland and for
industrial customersin Poland

» Working with upgrading the new, more efficient billing system

was conducted in Sweden and Finland. A similar billing system is
beingimplemented in Germany

« Advice to customers on energy efficiency improvement. Vatten-

fall also allows its customers to choose electricity with a declara-
tion of origin, e.g., wind power, hydro power or nuclear power

Investments in wind power in the UK, Sweden and Germany
(including the Thanet, Edinbane, Stor-Rotliden and Alpha
Ventus wind farms)

+ Continued construction of a new hydro power plant (Abelvattnet)

in Sweden

« Continued work onincreasing the use of biomass (for example,

the Amagerverket and Fynsverket plantsin Denmark and the
Siekierki combined heat and power plant in Poland)

« Several development projects were carried out in 2009 focusing

onlow CO,-emitting electricity generation and use, for example,
CCS technology at Schwarze Pumpe in Germany, e-mobility
(co-operation with Volvo and BMW on rechargeable hybrids and
electric cars), gasification of biomass and ocean energy

« Acquisition of 49% interest in Dutch energy group N.V. Nuon

Energy on1July 2009
Acquisition of the outstanding interests in Vattenfall Heat Poland
S.A.and GZE S.A.in Poland

» Continued investments to raise the level of safety and increase

the availability and useful life of nuclear power plants

+ Continued investments in wind power, biomass and efficient coal-

fired plans (such as the Thanet and Alpha Ventus wind farms, the
Amagerverket and Fynsverket plantsin Denmark, the Boxberg
and Moorburg power plants in Germany, and the Siekierki and
Zeran combined heat and power plants in Poland)

« Continuation of OPEX, the Group's productivity improvement

programme. The goal for the OPEX programme is an 11% produc-
tivity improvement from 2006 to 2010, corresponding to a cost
reduction of SEK 5 billion

« Continued investments in nuclear power to raise the level of

safety and increase availability and useful life of plants

» Continued work on strengthening leadership and management

competencies

« Continued work on strengthening employee commitment,

motivation and performance

2) These indicators have been chosen as complements to the business planning
targets since they are important measures of Vattenfall's performance from a
CSR perspective.



Goal achievement Business plan

What we want

GRIindicators

2009

Inthe annual
customer survey,
Vattenfall received

a Customer Satisfaction Index
score of 72 (of a maximum 100),
compared with the goal of 66.
Thisrepresents animprovement
compared with a year ago (64)

target 2010’

Customer Satisfaction
Index score of 73 for
retail customers

to watch (PPIs)?

Long-term target

Customer Satisfaction Index Customer satisfaction
score of 75 for retail customers (PR5)

During the year, Reduce CO,
Vattenfall's CO, emissions by 1.3%3,
[ emissions per kWh [ corresponding

decreased by 0.3%3. The business to 1.2 million tonnes, from
plantarget for 2009-2011is to own operations in 2010
reduce CO, emissions by 2%

(corresponding to 2 million tonnes)

inthe Group's own operations

Halving of CO, emissions per CO,-emissions (EN16)
- 5 O produced unit of electricity and other emissions
and heat in own operations  (EN20)
by 2030, compared with 1990 levels

Normalised
annual
[ ) generation*

increased by 19.2 TWh, compared of electricity by 4.9 TWh
with the goal of 5.8 TWh. The from 2009 to 2010
increase is mainly attributable

to the acquisition of N.V.

Nuon Energy, and to a lesser

degree to other acquisitions

Increasein
normalised
[ annual generation

The long-term Financial targets
TO 3 target was (EC1)
redefined during
the year: Vattenfall
will be among the top 3 producers of clean
electricity (renewables, nuclear power
and coal/gas with CCS) in EU27 + Norway
and Switzerland, expressed in produced
TWh per year. This new target reflects
Vattenfall's strategy better than the
previous target, which was a10% market
share of the European energy market

The outcome for Productivity Vattenfall will belong to the upper Stakeholder
3 4 2009 was 3.4%, 1 1 O improvement of quartileinthe industry engagement/
° compared with [ 11% from 2006 z external

the goal of 5.1%. The OPEX to 2010, corresponding to a communication
programme is progressing cost reduction of SEK 5 billion (EU18)
according to planin most areas.
The deviation from the goal
for 2009 is primarily due to
unplanned cost increases for
operations and maintenance

In 2009 Vattenfall Commitment Commitment score of 81 Employee
74 received a 7 5 score of 75 8 1 commitment

Commitment score (HR4,LAT,
of 74, compared with target of LA10) and diversity
72.The improvement from 70 in (LA13)

2008 is attributable to various
activities at Vattenfall to build
employee commitment

3) Normalised values with respect to, among other things, weather and market
conditions.

4) Planned generation as well as sales of electricity and heat with normal weather
values and plant status.
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What we want

Stakeholder dialogues are a natural part of Vattenfall's everyday business. This interaction is an ongoing
process in almost every aspect of Vattenfall's operations. Balancing the varied and sometimes conflicting
priorities of different stakeholders is a core part of Vattenfall's corporate social responsibility.

Everyday engagement

Issues that are important to Vattenfall’s stakeholders are
identified and managed in the everyday business activities
and communication. Aspects of our work, such as mining
and new plant construction, require that we meet with local
residents as a part of the trust-building process and to make
sure stakeholder concerns are taken into account. Represen-
tatives from Vattenfall meet frequently with representatives
from governments and non-governmental organisations
(NGOs) to address concerns and share views on energy
and sustainability issues. Customers and interested citizens
maintain contact through our customer service operations
as well as via e-mail and interactive features on our various
national websites. Our Annual General Meetings are open
to the public and are webcast on the Internet. We interact
with members of the financial community on an ongoing
basis, and we organise annual Capital Market Days.

Materiality analysis

In addition to this everyday work, stakeholders are invited
to participate in specific surveys to identify and prioritise
sustainability issues in relation to Vattenfall. In summer
2009, one such survey was distributed to stakeholders in the
Nordic region, Poland, Brussels, and among select interna-
tional organisations. The survey was not distributed in the
Netherlands and Germany, where there were concerns that
it would interfere with ongoing stakeholder dialogues. In
these countries, Vattenfall’s specialists in external relations
and public affairs completed the same surveys on behalf of
their stakeholders, based on the information they obtain
and conversations they have on an ongoing basis.

The stakeholders were representatives of many different
interest groups such as customers, NGOs, capital provid-
ers, and governments. Stakeholders were asked to rate how
important it is for Vattenfall to emphasize responsibility and
sustainability with regard to 31 issues. These issues were
chosen based on feedback from stakeholders, the recom-
mendations of the Global Reporting Initiative (GRI) and
an industry benchmarking. We received 40 responses (of
75 surveyed), which were spread relatively evenly across
stakeholder groups.
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In all, 112 managers within Vattenfall also responded to the
survey. The graph opposite shows how each issue scored
with both internal stakeholders (placement along the hori-
zontal axis) and external stakeholders (placement verti-
cally). The responses showed relatively strong alignment
between the priorities of Vattenfall managers and those of
the company’s stakeholders.

The results of this survey influenced the choice of top-
ics for the narrative section of this report, though they were
not the only factor. Topics covered last year, newsworthi-
ness, and other editorial considerations also came into play,
so that the five articles that follow do not exactly mirror the
top five priorities of stakeholders. For example, of the two
prioritised nuclear issues, safety was deemed to be the most
current; the choice of research and development as a topic
addresses stakeholder priorities regarding greenhouse gases
and renewable energy as well as the numerous comments
and questions we receive from stakeholders about our re-
search and development (R&D).

Differences between stakeholder groups

Not captured by the graph, but especially important to our
work on responsibility and sustainability issues, are the dif-
ferences between stakeholder groups. The most crucial dif-
ferences were between different markets in which Vatten-
fall operates. Pricing of energy, for example, was a lower
priority for Swedish and Group-wide stakeholders than it
was for stakeholders in Poland, Germany, and the Nether-
lands. Climate change is not yet as high on the agenda in
Poland as it is in our other markets, while nuclear safety and
waste were understandably lower priorities in Poland and
the Netherlands, which do not rely on nuclear power in
the same way. Foreseeable differences also emerge between
types of stakeholders, with environmental NGOs prioritis-
ing environmental issues, capital providers looking at issues
with the greatest economic impact, etc.

While these different views may not be surprising, it
is important to recognise that they create the conditions
for Vattentfall’s work: balancing the varied — and sometimes
conflicting — priorities set by our stakeholders.



MATERIALITY ANALYSIS

The graph below shows how a range of external and internal stakeholders rated the importance of
sustainable and responsible behaviour by Vattenfall regarding 31 different issues. These results are
based in part on a survey of 40 external stakeholders (representing different regional and organisational
viewpoints) and 112 Vattenfall managers. Responses from external stakeholders were weighed together
and thus the chart does not capture the different and often conflicting priorities of different groups.

This weighting was one of several factors guiding the choice of topics in this report.

A Importance to external stakeholders

Major

Significant

Some

Little

What we want

Significance to Vattenfall management
Little Some Significant Major

Environment

© Greenhouse Gas Emissions and Climate
Change

© Renewable Energy

© Nuclear Waste

@ Other Emissions, Pollution and Waste

@ Land Use and Ecosystem Impact

@ Material (incl. Water) Used in Production

@) Transport
€) Electro Magnetic Fields

Economic

e Energy Efficiency in Operations
@ Market Presence

@ Economic Performance

Social

Nuclear Safety

Community Relations

Pricing of Energy and Services
Corruption, Bribery and Anti-
Competitive Behaviour
Customer Service

Customer Energy Efficiency
Security of Supply
Occupational Health and Safety
Job Security and Job Creation
Workforce Training and Benefits
Public Affairs and Lobbying
Labour/Management Relations

Marketing Communication
Human Rights Issues

Supply Chain Management
Gender Equality

Diversity and Non-Discrimination

Others

e Openness and Transparency

@ Stakeholder Engagement and Dialogue
@Corporate Governance
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What we do

Vattenfall's stakeholders want to know what we are doing in practice to
address important issues in a sustainable and responsible fashion. In the
following five articles we pose questions that reflect some of the feedback we
have received from stakeholders, and attempt to answer these by providing
examples of how Vattenfall works with technology, the market and society to
develop sustainable solutions.
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The Schwarze Pumpe pilot plant

In February 2009, the official test programme at the |
30 megawatt (MW) pilot plant for CO, capturein
Schwarze Pumpe, Germany, started. This marked an .
important milestone on the road from laboratory-style -* ]
engineering to future large-scale commercialisation
and deployment of Carbon Capture and Storage (CCS).

During the first year of tests more than1,900 tonnes y -
of CO,were captured at a capture rate of above eTol, ==
A capture rate of at least 95% lies within reach, and
98% will be possible in the future. More than 5,000
people visited the plant in 2009.

During the coming four yearsitheitechnology will be
further tested and optimised. Different kinds of fuels
- lignite, hard coal, and biomass - will be used, and
____several new components from suppliers will be tested

-.u




What we do

Vattenfall believes Carbon Capture and Storage (CCS)
will become areality and that the technology will

be commercially viable by 2020. The components
involved in CCS already work and are in operation

in various applications around the world. However,
the capture, transportation and storage techniques
have yet to be integrated in a way that delivers
large-scale CO, abatement in commercial electricity
generation. Vattenfall will now integrate these
technologies at large demonstration plants and is
working with stakeholders to develop the social, legal,
and economic conditions for commercial deployment
within 10 years.

Coal still constitutes the basis of electricity generation in
most European countries, and given these countries’ en-
ergy policies it is likely to remain an important energy
source for some time.

At the same time, Europe’s goals regarding climate
change require a drastic reduction of CO, emissions. Since
fossil fuel dependency and reductions of CO, have to be han-
dled in parallel, Vattenfall sees CCS as an important solution.
CCS s not a substitute for renewable energy sources; we will
need all tools that have potential to reduce emissions.

The road to 2020

In recent years scepticism has emerged regarding the fea-
sibility of CCS: because no power plants that generate and
sell electricity have yet put CCS into practice, there are
doubts as to whether the technology can really help meet
the challenge of reducing emissions, and do so in time.

‘We believe that it can — Vattenfall expects that commer-
cial, full-scale CCS plants can be operational by 2020. Mak-
ing that expectation a reality will require the fulfilment of
three objectives:

1. Demonstrating that already developed components of
CCS technology can work together at a large scale

2. Improving the effectiveness of the technology until it
can compete commercially given a realistic price for
carbon emissions

3. Establishing societal, legal, and economic conditions
that support large-scale implementation

Vattenfall has a direct role in realising the first two objec-
tives, and we are on pace to have a working, competitive
technology ready in 2020. We support the third objective
by working with stakeholders in governments, communi-
ties, and industry to build the necessary societal acceptance
and legal and regulatory frameworks.
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What we do

CCS works: moving from testing to demonstration
After one year of trial operation, Vattenfall’s pilot plant
in Schwarze Pumpe, Germany, has delivered techno-
logical results that exceed expectations. The CO, capture
rate is more than 90%, and the process is currently being
optimised.

Experience from the test-runs proves that from a techni-
cal perspective, CCS can be used effectively in the context of
large-scale power generation. Pilot plants, such as Vattenfall’s
in Schwarze Pumpe and Buggenum, allow the testing of ear-
ly-stage technologies in real-world conditions. Nonetheless,
their purpose is still only validation of technology. Demon-
stration plants are required to take a technology “live”.

For Vattenfall, the next stage of technological develop-
ment is building large-scale demonstration and later com-
mercial plants. Work is being pursued at facilities both in
Janschwalde, Germany, and Magnum in Eemshaven, the
Netherlands. (See “The road to commercial plants in op-
eration,” below). The planned demonstration plant at the
Nordjyllandsverket plant in Denmark has been postponed
due to financial restrictions, and the focus is now on the
commercial scale plant at this site.

Parallel with the demonstration of the technical and eco-
nomic feasibility of CCS, we must work with other stake-

The road to commercial plants in operation

Phase 1: Pilot plants and

investigation of storage

The Schwarze Pumpe pilot plant in Germany was
inaugurated on 9 September 2008. It is the first
pilot plant in the world to use the oxyfuel combus-
tion method.

The 3-5 years test programme in Schwarze
Pumpe beganin 2008 and continues to provide
important input to the engineering of the demon-
stration plant in Janschwalde, which will also use
oxyfuel technology. The pilot will also test a new
method of treating, cleaning and compressing the
captured CO,.

After one year of trial operation, the plant has
delivered technological results that exceed expec-
tations. The CO, capture rate is more than 90%.
This rate can be further increased by optimising
the CO, capture process. More than1,900 tonnes
of CO, have been captured.

In Buggenum, the Netherlands, construction
of a pilot plant began in 2009. This pilot will test
pre-combustion capture of CO,in combination with
integrated gasification combined cycle technology.
Nuon has focused on pre-combustion technology,
which complements Vattenfall's earlier work with
the two other technologies (oxyfuel and post-
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Through the acquisition of Nuon on1July 2009, Vattenfall gained

further knowledge about CCS. A pre-combustion pilot plant is cur-
rently being constructed in Buggenum, the Netherlands. The plant
will be in operation in 2010.

holders to create conditions that will allow the technology to
take hold. This entails three interrelated challenges: building
acceptance for the technology among local communities and




society as a whole; developing legal frameworks that facilitate
investment and manage risk; and establishing the economic
incentives needed to bring the technology to market.

Acceptance is a must to realise the potential
Opinions about CCS are divided. On one hand, the tech-
nology holds potential for drastic cuts of CO, emissions
globally, and particularly in countries with limited access
to other low-emitting energy sources. On the other hand,
concerns about its development remain, both from those
who see CCS as a continuation of fossil fuel use and from
local communities residing near potential underground
storage sites.

Vattenfall respects the concerns people have regarding
CCS; to most people it is a more or less unknown concept
with high scientific, technical and political complexity. Oc-
casional protests against our plans have been held both in
Germany and Denmark. Vattenfall listens to stakeholders’
concerns and welcomes the opportunity to exchange views
on safety and the role of CCS in curbing climate change.

The development of infrastructure for transport and long-
term storage of captured CO, in deep underground geologic
formations is particularly important. The saline aquifers
and depleted gas fields, where the CO, will be stored, are

combustion). The pilot plant in Buggenum will also support further
development and implementation of this approach on the demon-

stration and commercial scales, particularly at the planned facility
at the Magnum plant.

The more capture technologies that reach commercial maturity,
the more options Vattenfall and others will have for their plants go-
ing forward.

So far, no CO, from the pilots has beeninjected into any storage
formation. Instead, some of it has been further cleaned and sold as
industrial gas. Vattenfall's ambition is to work together with Gaz de
France to use future captured CO, from the Schwarze Pumpe pilot
plant for enhanced gas recovery at the almost depleted Altmark
gas field. Vattenfall is also working in the EU-cofounded research
project (CO,SINK) on saline aquifer storage in Ketzin. Both of these
projects are awaiting ratification of the new CCS legislation in
Germany.

Two potential saline aquifer storage structures, Birkholz and
Neutrebbin, east of Berlin, are being investigated. Possible transport
pipeline routes connecting the plants and storage sites are also being
evaluated. The investigations will include detailed mapping of the
structures and deep test wells to assess the suitability of the geology
for future storage. The Altmark gas field looks very promising as a
future large-scale CO, storage site as well, and we are continuing to
investigate the possibility for CO, storage in Vedsted, Denmark, with
an eye toward a commercial capture plant at Nordjyllandsveerket.
Dialogue with local stakeholders is continuing. In the Netherlands,

What we do

conveniently located in many regions. Access to storage is
a precondition for any CCS installation; in any case, it will
require both local acceptance and regulatory frameworks for
managing the storage.

Legal framework must develop

Several legal and regulatory issues must be resolved to al-
low large-scale investment in CCS. Many of these are re-
lated to transportation and storage, such as the permitting
of pipelines and sites; the creation of rules for site monitor-
ing and safety regulation; and the rules governing liability
for accidents or leakage.

Work is proceeding in all of these areas. A legal frame-
work was outlined in the EU’s CCS directive in summer
2008. All member states are now obliged to implement this
directive into national law before June 2011 and thus create a
planning basis for companies. It is, however, clearly linked to
the issue of public awareness and local acceptance.

Uncertainty in all these areas continues to create problems
for scaling up investment. Until 2009 we have invested EUR
70 million in our CCS Pilot Plant at Schwarze Pumpe and
the cost of a demonstration plant is estimated to be EUR 1.5
billion. Further investment will require that these legal and
regulatory issues are handled in concert with all stakeholders.

nearly depleted gas fields are being investigated as potential storage
sites.

Once geological storage has been shown to be available, invest-
ment in capture plants can be made.
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What we do

Making CCS economically viable

The nature of CCS technology is that of an “add-on”
technology; while several different technical options ex-
ist for capture, the basic idea is to add a new function to
electricity generation. This means that CCS has an inher-
ent cost — the cost of the extra “function” of CO, capture,
transport and storage. Vattenfall’s job is to get those costs
as low as possible; but electricity generation with CCS will
always cost a bit more than without.

This added cost must be met by an enduring price for
carbon emissions. In the long-run, Vattenfall expects that
the carbon price set by the European Emissions Trading
Scheme will be high enough to make CCS not just sensible
but necessary for all fossil-fuelled power plants. Nonetheless,
the EU’s carbon price is set in interplay with numerous po-
litical factors, many of them global, and the sooner these are
stabilised, the sooner investment in CCS can be scaled up.

However, even expectations of a high carbon price may
not suffice to get the technology off the ground. Like all new
technologies, CCS will grow and improve significantly in
the first years of implementation. This means that the first
plants to be built will quickly become outdated technologi-
cally, and potentially they will fail economically despite a
high CO, price. This has created a “first-mover disadvan-

Phase 2:

Demonstration plants
The technologies tested at
Vattenfall's pilot plants will
have to be demonstrated on
alarger scale before they can
be commercialised. Vattenfall
is developing demonstra-
tion options in Janschwalde,
Germany, and at the Magnum
plantin the Netherlands.

tage” in the industry and threatens to leave CCS stalled at
the pilot or demonstration level. Fortunately, the EU has
realised that incentives are needed to encourage technol-
ogy that contributes to fulfilling climate goals, reducing
the risk for companies who are “first movers”. Vattenfall’s
Janschwalde demonstration plant was one of six projects to
receive financial support (EUR 180 million) in a first round
of EU funding. Additional public funding is expected in the

coming years.

Vattenfall estimates the investment cost of the demonstration plant in Jdnschwalde at
EUR 1.5 billion. In December 2009 it was announced that the EU would support this invest-
ment with EUR 180 million in funding from the European Energy Programme for Recovery
(EEPR), which was adopted in June 2009. A total of six innovative CCS projects will receive
funding from this source.

The electrical power capacity of the demonstration plant will be approximately 385 MW.
The plant will begin operating in 2015.

At Magnum, three natural gas combined-cycle plants will be built initially, with a second
phase adding coal gasification, co-combustion of biomass and pre-combustion capture of
CO, for aflexible fuel set-up.
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Phase 3: Commercial

plants in operation

The goal is to develop commercial concepts
for carbon capture and storage at coal-fired
power plants by 2020. Among these will

be a full-scale CCS operation at the Nord-
jyllandsveerket plant in Denmark - this will
replace the planned demonstration project,
which has been postponed due to financial
restrictions. Instead, we plan to wait a cou-
ple years with this plant and take advantage
of the envisaged rapid development of cap-
ture technologies that will result from the
work at our demonstration plants and other
CCS sites around the world.



\/attenfall’s CCS-pilot plant in' Schwarze Pumpe

What we do

COMMON QUESTIONS REGARDING CARBON
CAPTURE AND STORAGE (CCS) AND COAL

Can't we stop using coal?

Fossil fuels are a vital source of energy globally and in several mar-
kets in which Vattenfall operates. Globally, fossil fuels account for
68% of electricity generation'. Coal is used to produce a large share
of the electricity generated in Germany (48%), Denmark (50%) and
Poland (94%), and is also widely used in the UK (33%), the Nether-
lands (27%) and Finland (15%). While alternatives are growing and
will continue to do so, coal-based electricity generation will play a
role for decades to come.?

When can CCS be ready?

Vattenfall strongly believes that CCS has the potential to be com-
mercial and to substantially reduce carbon dioxide (CO,) emissions
starting in 2020. Other measures, such as increased energy ef-
ficiency and increased use of renewables like wind power, are also
very important, but won't suffice alone. However, it is crucial that
all options and technologies are used to tackle the climate change
issue. Read more of how we are supporting sustainability through
research and development on pages 22-27.

Does CCS reduce efforts to develop

renewable technologies?

No, CCS'is a powerful complement and is not curbing our efforts to
develop other solutions. CCS will be used not only in energy genera-

tion; it will be also used in other high-emitting activities like steel, ce-

ment, or paper production, where the required emission reductions
cannot be handled by renewable energy alone.

CCS should be developed in parallel with other energy sources
and solutions, not as a substitute.

Does CCS waste energy?

CCS plants use more energy for their internal processes than con-
ventional power plants. These processes use energy that otherwise
could have been used to generate additional electricity. However,
some of the losses in electricity generation could be used for heat
production. Therefore, Vattenfall strongly believes that commercial
CCS plants will achieve improved competitiveness. The payoff for
this increased energy consumption is a more than 90% decrease in
CO, emissions.

1) IEA, World Energy Statistics 2009

2) European Association for Coal and Lignite

What methods are used to capture CO,?

In fossil-fired power plants, CO, represents only a small portion of
the flue gas. Depending on the type of fuel and power plant process,
the CO, content in the flue gas varies between 3% and 15% of total
flue gas volume. The different methods available for capturing CO,
aim at producing a concentrated stream of CO, that can be readily
transported to a suitable storage site. There are three principal ways
to capture CO, produced in large power plants:

» Oxyfuel combustion, where fuel is combusted in oxygen instead
of air

* Post-combustion, where CO, is removed from the flue gas after
combustion

* Pre-combustion, where carbon is removed from the fuel before
combustion

Is it safe to store CO, underground?

We know that the three parts of the CCS chain, capture, transport
and storage, work and that they can be performed safely — for stor-
age this means during injection and after sealing the storage facility.
Minor pipeline leaks can be easily detected through sharp tempera-
ture drops near the fissure. Larger ruptures can be quickly terminat-
ed through automatic shut-offs and safety devices. Storage will take
place in the same kinds of formations that have held oil and natural
gas for millions of years. Naturally occurring accumulations of CO,
can be found in many places around the world. Properly investigated
deep geological structures can be used for safe, long term storage
of CO,. Stringent regulations regarding monitoring and safety will be
putin place in accordance with the EU Directive on geological stor-
age of carbon dioxide and the subsequent member state legislation.

.

Read more: CCS website

For more information about Vattenfall's
Carbon Capture and Storage (CCS) project,
visit the CCS website, where you can read
all about CCS technology, and Vattenfall's
pilot and demonstration plants. The web-
site explains the project’s objectives and
targets and is continuously updated with
the latest news on the project.
www.vattenfall.com/ccs
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"Our challenge is to find biomass at a competi-

tive price that meets the demands for quality,
volume and time of delivery, as well as Vatten-
fall's Code of Conduct for suppliers. Transport
costs for biomass can be high, for that reason
we are always looking for local sources. This
is also favourable from an emissions perspec-
tive" - Goran Lundbdack, biomass purchaser at
the wood chip plant in Munksund.

Lundback is responsible for purchasing
of biomass for Vattenfall's plants in Kalix,
Overkalix, Haparanda and Munksund (Pited),
Sweden.

What we do

At Vattenfall we believe that we must do so

given the EU targets for emission reduction and
renewable energy generation. Biomass will play
animportant role, especially since using biomass
instead of fossil fuels can reduce fossil-based CO,
emissions from existing plants in the near-term. Yet
the sustainability of biomass use depends on the
type of biomass and how it is produced, handled
and used. We avoid using biomass that could lead
to adverse environmental and social impacts.

The role of biomass in sustainable society

Biomass is a renewable energy source that is also regarded as
being CO, neutral over the long term, since the trees, grass
and crops from which it comes capture and store carbon as
part of photosynthesis. As long as the biomass is continually
regrown, the process will remain CO, neutral in the long
term. With so much of Europe’s heat and electricity gen-
eration being based on fossil fuels, substituting them with
biomass offers a way to reduce climate impact relatively
quickly.

Biomass is expected to play an important role in meet-
ing the EU target of 20% renewable energy by 2020 as well
as in the fulfillment of Vattenfall’s plans to reach tough
targets on reducing fossil-based CO, emissions, both im-
mediately and until 2030. At the EU level, estimations in-
dicate that biomass could account for half of the target of
20% renewables by 2020. This means that use of biomass
would double compared with today, from 5% to 10% of
total energy use (heat, electricity and transport). Vattenfall
has identified opportunities to replace fossil fuels with bio-
mass in existing power plants and thereby reduce climate
impact. Current Vattenfall projects to increase biomass
willlead to an increase of 5% in 2010, and by 2030 biomass
1s expected to account for 10% of total electricity (and heat)
generation. The challenge is finding a way to use biomass
both sustainably and profitably. A price on CO, emissions
and additional subsidies are important for the economic
prospects of biomass.

Biomass use today
Vattentall operates 40 heat and combined heat and power
plants that run fully or partly on biomass and together use
more than three million tonnes of biomass every year.
Biomass encompasses a variety of fuels that differ in
terms of sustainability, quality and energy content. Our
objective is to first carefully choose fuel, then to achieve
low total emissions through efficient production, prepara-
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What we do

The Amager plant is situated near Copenhagen, on the northernmost point of
Amager. One unit, with a capacity of 68 MW electricity and 250 MJ/s heat, has
been rebuilt from coal only and can now run on oil, coal or biomass. The goal is to
use 100% biomass. The biomass used is mostly straw from the surrounding area

that is processed into pellets in a factory set up by Vattenfall.

tion, transportation and combustion of the fuels chosen.

The largest part of Vattenfall’s biomass use consists of
recovered waste such as demolition wood, industrial and
municipal biogenic waste, manure, sludge and straw. We
also use significant amounts of residues from forestry and
agriculture. Most of this waste and residues would be left
to decompose naturally, emitting greenhouse gases in the
process. Therefore, recovering energy from these residues
1s an added benefit to society and does not cause addition-
al emissions of greenhouse gases over time. We also use
energy crops such as salix (willow) in regions suitable for
growing these crops.

Considering the sustainability impacts
When using biomass we must look beyond the immediate
impact of our own energy production. Biomass production
entails risks of negative impacts, such as deforestation and loss
of carbon stock in the soil, which would negate the purpose
of using biomass to reduce climate impact. Other risks in-
clude loss of biodiversity and increased competition for land
used for food production, possibly affecting food prices.
Vattenfall avoids — and must continue to avoid — bio-
mass sources that pose these risks. We are working actively
with others on the development of criteria, standards and
certifications that can help ensure sustainable production
of biomass fuels. Vattenfall is a very large buyer and user of
biomass fuels, and we work hard to ensure responsible per-
formance across the biomass fuel chain. Vattenfall applies its
Code of Conduct for suppliers in biomass purchases (based
on the UN Global Compact principles, see page 42).
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The broader implications of increased use
At Vattenfall we see biomass as an important tool in meet-
ing our emission reduction targets and increasing the use
of renewable energy. We are not alone —in fact, a changing
picture for biomass use throughout Europe is foreseen.
Significantly increased use of biomass in the EU during
the coming decade will put pressure on fuel availability. Sub-
stituting approximately 25% of Vattenfall’s total coal con-
sumption would require approximately 100% of the wood
pellets currently traded on the world market. We therefore
expect that imports of biomass to Europe will increase, and
thata global market for biomass will develop. This will create
opportunities for many regions that produce biomass fuels;
however, the development also requires that sustainability
aspects along the whole supply chain are carefully managed.
As biomass production becomes more global, sustain-
ability criteria for biomass sourcing will become even
more important. Most of the sustainability risks occur in
countries outside the EU, where there is less rigid legis-
lation on environmental protection, sustainable forest
management and other important sustainability aspects.
Therefore, increased import of these fuels makes sustain-
ability criteria for biomass essential. Vattenfall believes
that wisely designed sustainability criteria will enable an
increased use of biomass to reach the targets on fossil CO,
emission reduction and increased use of renewable energy,
while safeguarding that this development does not cause
adverse effects elsewhere.



CAREFUL CONSIDERATION WHEN CHOOSING BIOMASS

There is growing demand in the world for different biomass fuels: international trade is increasing
and new actors are entering the market. This development, together with the large variety of
fuels, presents new challenges and makes it important to understand and take responsibility for
the sustainability aspects of each fuel. Below you will find an overview of the biomass we use
today and our standpoint about the fuels from a sustainability perspective:

8%

28%

Bio-oils and biogas: 0.05 million tonnes

Bio-oils play a minor role in the biomass fuel supply to Vattenfall's plants

and consist mainly of residues. Bio-oils can be produced in many differ- - P
ent ways, and sustainability aspects must be considered to avoid the risk
for deforestation and other unacceptable impacts. Some bio-oils are
used in food production; use of its residues for energy production could
influence food prices. There is also competition from the transportation
sector as aresource for liquid biofuels. For some biomass sources, bio-
gas production can be a good conversion method for energy recovery.

What we do

Agricultural fuels and residues: 0.3 million tonnes
The main agricultural fuel used by Vattenfall is straw that is not used for
other purposes, such as livestock feed. This increases farmers' resource
utilisation and does not impact food production.

Other energy crops are currently a small part of Vattenfall's biomass
fuel mix, but are expected to be animportant resource for the EU in the
future. It will be important to optimise processes for energy crop pro-
duction; environmental impacts related to monocultures and land-use
change will need to be addressed. There is also a risk of increased food
prices if energy crops displace food production. Energy crop production on poor soils, not
suited for food production, offers an opportunity for efficient land use and farming practices.
However, marginal soils with high biodiversity values should be protected.

Forestry: 0.9 million tonnes

Residues from forestry operations include wood chips made from
branches, tops, thinning and bark, and are commonly available from
local and regional suppliers, which reduces transportation. For fuels
related to forestry, forest origin and risk of land use changes are always
considered. Vattenfall also gives priority to residues with no alternative
use in other industries, such as demolition wood, since using them for
energy conversion is an added benefit.

Biogenic waste from industry and households: 1.9 million tonnes
Waste from industry and households is a considerable and important part of
Vattenfall's fuel mix. These fuels can vary significantly in content since they
include household waste, industrial waste, and sludge. Household waste is
typically considered to be 60% biogenic, i.e., from living organisms, and the
remaining part is considered fossil. When using waste as a fuel, it is impor-
tant to follow the waste hierarchy stipulated by the EU waste framework di-
rective and as far as possible to reduce, reuse and recycle prior to energy re-
covery being an option. Land filling of combustible material is generally not
allowed in Europe due to large environmental impacts including methane emissions, and leakage
of heavy metals and other toxic substances. Thus European countries depend on efficient energy
recovery of waste in power plants with high environmental standards and low emissions.
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“WHAT RESEARCH AND DEVELOPMENT ARE
-10 SUPPORT SUSTAINABILITY” |

Ocean energy is arenewable energy source in which electricity can be gener-
ated from thermal differences, tidal streams, waves or differences in salinity.
Right now we are focusing on wave power, an unexploited renewable energy
source that has several attractive features. There is a huge global theoretical
potential for energy from the waves, and their potential output is less variable
than certain other renewable resources. Research and development must
improve the technology's performance, durabilty, reliability, and costs before
it can be commercialised. The Pelamis technology pictured here will provide
9,000 homes with household electricity by 2014.

r i
e i’&: ol -
=3 b et



YOU CONDUCTING

What we do

Vattenfall's research and development (R&D)
provides crucial support for our strategic direction:
Making Electricity Clean. Our R&D work focuses on
low-emitting energy generation like Carbon Capture
and Storage (CCS), nuclear power and renewable
energy sources. R&D is especially important in the
early stages of development, where breakthroughs
can make a big difference to the costs of these
technologies. Ocean energy, CCS, e-mobility
(transportation powered by electricity) and smart
grids (networks of the future) are all technologies
that fit this description, and progress on these
technologies is a vital part of Vattenfall's strategy.
Vattenfall's research and development efforts are
part of a broader effort — by private companies,
public and academic institutions, and entrepreneurs -
to make tomorrow'’s low-emitting energy a reality.

Why and how Vattenfall engagesin

research and development

Not every technology requires the same type of invest-
ment. Established, mature technologies such as wind
power and traditional fossil-fuelled power plants are no
longer changing rapidly and therefore attract large-scale
investment in deployment, rather than spending on R&D.
Other technologies are at an earlier stage of development;
their operational and economic performance benefit more
from fundamental research and testing.

Different actors play different roles in the commercialisa-
tion of technologies. Researchers at universities and in pub-
lic institutions typically have a lead role in the fundamental
research and development that underpins most technology
applications. Entrepreneurs and venture capitalists invest
in various unproven technologies that have commercial
promise and often introduce the first versions to the market.
Larger companies, such as Vattenfall, tend to be important
in disseminating technologies to the mass market.

Vattenfall has a vested interest in the progress of early
stage technologies in the areas where we see the greatest po-
tential and need for progress. In our research and develop-
ment we compile, analyse and evaluate all new technologies
and ideas that appear to identify and initiate work on future
technologies.

Vattenfall as an energy company, system builder and op-
erator has little or no competence in the manufacturing or
production of technical equipment; instead, we define our
needs for the manufacturing market. Consequently, we do
not develop new energy equipment products. Our ambition
is to be an excellent user of technology that is mainly devel-
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What we do

oped by others, notably equipment manufacturers, in order
to provide our customers with clean electricity. To achieve
this, we are working together with numerous suppliers,
large and small, from the laboratory stage or in demonstra-
tion or pilot projects. In these projects, we develop know-
how and provide the operator’s perspective on, for example,
the usability and reliability of new systems.

The importance of commercialisation

When most people think of technology development, they
think of inventors. But technologies come into use through
a process of invention, testing, improvement, and dissemi-
nation. Technologies usually impact daily lives through
commercialisation: taking a new technology and trans-
forming it into a product or service that is bought and sold.

Most low-emitting energy technologies do not need
to be invented — the basic concepts are already there to be
commercialised. Vattenfall’s challenge is to put these con-
cepts to use in a way that both lowers environmental impact
and wins customers in a profitable manner.

‘What does it mean for an energy technology to be com-
mercial, and what demands does the customer put on us
when we are introducing new technology? Among other
factors, a commercial energy technology has to be:

* Reliable — consumers expect electricity and other energy
services to be essentially 100% reliable

* Compatible —energy technologies must fit in to the trans-
mission, distribution, and consumption infrastructure

« Competitive — electricity is a commodity, so it can only
sell if it can meet the market price

e Large-scale — large scale is usually required to keep
costs reasonable, and large-scale solutions may also
be required to meet the climate challenge in time

Of course, technologies do not stop evolving once they

are deployed. Most become more powerful as manufac-
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Itis fair to ask whether Vattenfall's spending on research and
development is enough, given Vattenfall's stated goal of carbon
neutrality by 2050. It is hard to give a yes or no answer, but we can
compare to what others are doing. The graph below benchmarks
aspects of Vattenfall's R&D spending against some broadly com-
parable peer companies (figures derived from annual reports,
definitions on R&D may vary).

R&D as a percentage of turnover
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turers learn and improve upon their processes, especially
when large companies like Vattenfall are pushing for their
deployment. Even mature technologies can benefit from
continued R&D. Vattenfall has programmes that address
ongoing improvements in wind power, biomass, and other
more mature technologies.

Expectations on energy technology

Society’s ability to meet the challenges of climate change
and sustainable development is dependent on many things.
Some believe changing behaviour is the key — that indi-
viduals and companies should make voluntary decisions to

Using less energy when using more electricity

Using less energy when using more electricity sounds like a contradic-
tion, but electric-powered options are often more efficient than use of
fossil fuelled options. For example, when replacing gas-powered cars
and fuel oil-fired boilers with electric hybrid vehicles and heat pumps,
only afraction of the energy is needed. Thus Vattenfall believes that
expanding the use of electricity is one way to help our customers and
society decrease their overall energy consumption.



What are the most important areas for
energy research and development?

“Finding cost efficient ways to reduce CO, emissions
from the energy sector is the most important goal,
and R&D is important in order to push forward CO,
mitigation technologies. The main threat to the cli-
mate is the use of extensive fossil fuel resource and,
thus, I see it as very important to put R&D into CCS
technologies. If CCSis successfully deployed, it will
help fossil fuel dependent economies to make cred-
ible agreements on the large emission reductions
required. Yet we need all available technologies and
measures to meet the climate threat and maintain
security of energy supply. Other important R&D
activities include finding highly efficient ways to
produce electricity, heat and/or transportation fuel
from biomass and to find smart ways to electrify the
transportation sector.”

Where do you see potential breakthroughs?

“Ithink the electrification of the transportation sector has large
potential and is not so widely discussed by the general public. Elec-
trifying the vehicle fleet not only holds promise for decreasing car-
bon emissions, it can help facilitate integration of intermittent elec-
tricity generation such as wind power. Fluctuations in wind power
can be compensated by smart charging strategies of electric and
plug-in hybrid electric vehicles. Many types of energy efficiency

reduce or eliminate activities that are viewed as unsustain-
able (read more on page 28, “What are you doing to help
customers save?”). In a recent survey of climate change
experts,' almost half of the respondents believed that be-
havioural change was more important than technology in
addressing climate change over the next five years.

Yet there is also increasing discussion of how new tech-
nology can contribute to the long-term solution. In the
political realm, governments around the world have em-
phasised development of new energy technologies as a solu-
tion to climate change. They are supporting development
not only from an environmental point of view, but also
as a source of jobs and economic growth. The European
Union’s climate targets call for a 20% increase in renew-
ables, 20% increase in energy efficiency, and 20% reduction
in carbon dioxide emissions by 2020. Meeting these targets
will surely require commercialisation of multiple new en-
ergy technologies.

Vattenfall stakeholders surveyed in 2009 (see pages 89,
“What is important to Vattenfall’s stakeholders?””) empha-
sised the importance of research and development, includ-
ing technologies like renewable energy, carbon capture and
storage, and energy infrastructure such as smart grids.

1) Globescan, Sustainability 2009

What we do

Filip Johnsson

measures have been proven cost efficient and have a large poten-
tial, but for various reasons such approaches have been difficult to
implement. Increased costs to emit CO, will hopefully help imple-
mentation of efficiency measures, but also a growing awareness
among the general public and in industry is important too.”

Filip Johnsson
Professor of Sustainable Energy Systems,
Chalmers University of Technology, Gothenburg, Sweden

Among stakeholders surveyed in 2007 as part of the Euro-
pean Union’s Strategic Energy Technology (SET) Initia-
tive, just under half believed that new technologies would
be required to meet climate goals; of these, more than nine
out of ten believed that a broad portfolio of technologies
was desirable.

Vattenfall’s own studies of the options to reduce emis-
sions have brought us to the same conclusion. Many im-
portant technologies are available today, and investment in
these is a priority. However, some of the needed technolo-
gies have not yet been proven to work on the large scale that
is necessary, while others appear promising but are much
more expensive than consumers are accustomed to.

Many stakeholders feel that society is not doing enough
to push innovation in energy technologies — the SET survey
identified more than 30 technologies that a majority of stake-
holders felt were under-resourced, including energy storage
technologies, carbon capture and storage, and ocean energy.

Companies, including Vattenfall, can address this short-
fall by supporting research and pushing development, thereby
contributing to technological progress in a way that both sup-
ports society and boosts competitive advantage. Innovation is
a complex phenomenon, but by targeting eftforts and working
with our suppliers and the research community, we hope to
make the most promising technologies work in our favour.
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RESEARCH AND DEVELOPMENT ACTIVITIES - AN OVERVIEW

Vattenfall's strategy means that we must drastically reduce emissions  Total R&D expenditures 2009:

from electricity generation. Vattenfall's main option is technological: EUR1277 m'”";:wtechnologiesz%

bridging the gap between today’s portfolio of power plants and Energy efficiency 7%
tomorrow’s through research and development.

Operational

efficiency 9%
Carbon Capture iclency 5%

and Storage 36%

Vattenfall's expenditures on research and development today do not mirror the investment
plan for 2030 (page 80). One important difference, for example, is that wind power plays a
much bigger role in tomorrow's generation portfolio than it does in today's R&D budget. This
is not a misjudgement: because wind turbines are a mature, well-understood technology,
their progress will be driven by investment and deployment, rather than research break-
throughs. Vattenfall's R&D is performed under six areas described below.

Renewables 10%

Nuclear 36%

tion, such as corrosion in boilers and NO,
emissions. In fact, from a technical perspec-
tive we are already able to increase the use
of biomass fuels in several existing coal-fired
plants (read more about biomass and sus-
tainability on pages 18-21). Studies are also
being directed towards finding relevant new
fuels, new refining and conversion technolo-
gies, logistics chains, and partnerships.

Hydro power
For some years now Vattenfall has been
making major investments in its hydro
power plants. The normal life span for hydro
power plant equipment is 40 to 50 years,
- . ;

o T and necessary reinvestments are often

Pelamis wave energy converter based on R&D work.

We are managing several R&D projects

Renewables at the moment that aim to increase ef-
Ocean energy fectiveness and safety, and to improve the

Vattenfall believes that ocean energy will be the next renewable technology to be commer- environmental performance of our hydro
cialised - probably within 10 to 15 years. We are currently developing expertise in deploying, power plants. One example is the Vattenfall
operating and maintaining wave power plants. We want to gain experience in performance, oil Strategy., a |0ng-ter!'n p!an tq rgplace
durability, reliability, and operating and maintenance costs. Based on an evaluation of more the hydraulic-and lubricating oils in our
than 15 different wave energy technologies, we have chosen to actively support two of them: power plants with a mixture of water and
Pelamis and Wavebob. Today we are working predominantly with pilot tests, establishing sites monopropylene glycol. This will reduce en-
and obtaining permits for wave power sites along the coasts outside Norway, Ireland and Great ~ Vironmentalimpactinrivers in the event of
Britain, where conditions are especially favourable. This first phase is estimated to continue anoilleak. A pilot project is currently under
until 2011. After that we will develop and operate demonstration wave power farms. The dem- way at the Alvkarleby hydro power plant in
onstration units will be multiple wave energy converters, with an aggregate rating of 10 to 20 Sweden. Another example is Vattenfall's

MW. Wave power is projected to account for roughly 8% of our electricity generation in 2030. work with dam safety, where instruments
for measuring stability and leakage in dam

Wind power structures have been developed through

Vattenfall owns approximately 700 wind turbines in nine European countries. We are build- R&D conducted in co-operation with Vatten-

ing eight additional wind farms in six countries at the moment. Our research is focused on fall Power Consultant.

analysing issues such as turbine placement, and operation and maintenance challenges, B -

and then optimising the wind power plants in order to improve their technical and economic L g-

performance. We are also contributing to identification and resolution of energy system is-
sues related to the increased deployment of wind power, such as how to balance the flow of
electricity from wind power when entering the grid.

Biomass

We have about 40 biomass-fired heat and combined heat and power (CHP) plants, and are

one of the world's largest buyers and users of biomass. Vattenfall's Biomass Programme sup-
ports the plans to replace large quantities of coal with renewable biomass fuels, which will also
help us reduce our emissions of fossil carbon dioxide. Today, our R&D efforts aim to achieve
large-scale biomass utilisation over the long-term. We use both biomass-dedicated boilers and
co-combustion with coal in coal-fired plants. Improved methods for characterising fuels are be-
ing developed that will secure efficient operation even with unproven and less common fuels.
Researchis also looking at a number of technical challenges that arise with biomass combus-
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Operational efficiency

Thermal Technology

Research and development on thermal tech-
nology is focused on continuous improve-
ment of our current power plants, mainly
CHP, and on development of the next genera-
tion of production units.

Optimised operation and maintenance
makes the heat and power plants more cost
effective and improves the environmental
performance of the resources we already
have. The work covers combustion and
technology solutions for reducing emissions.
Material choices and corrosion, sintering and
fouling issues, and the use of by-products are
alsoimportant areas. Ash is an excellent raw
material, and its utilisation can save natural
resources. R&D efforts are focused on by-
products that are not yet fully utilised. These
include demonstration of slag from waste
incineration in construction work and fly ash
from biomass combustion in stabilisation of
soils and dredged materials.

Smart Grids

Flexible and secure networks — so called
smart grids — are a necessity when build-

ing the energy system of the future. Smart
grids will facilitate efficient production and
end-use of electricity. These grids will also
help the integration of an increasing number
of intermittent generation sources, such as
wind power, ocean power, solar power, and
small-scale household generation as well

as the use of electrical vehicles. Currently
Vattenfall's research is focused on network
planning in support of acommon European
electricity market, minimisation of customer
interruptions, and accommodation of dis-
tributed generation in future power systems.

Energy Efficiency

Sustainable Cities

Vattenfall's research and development on
sustainable cities focuses on how Vattenfall,
as an energy system-wide partner, can sup-
port urban areas in their climate ambitions to
become a sustainable society. We work with
city stakeholders, customers, universities and
other external partners to better understand
how new technologies fit in with sustain-
able urban planning and other technological
systems. Important areas are district cool-
ing, heat pumps, small scale CHP plants and
energy efficiency measures like low-energy
lighting and visualisation of energy usage.

Energy Systems Analysis

Vattenfall seeks to improve its knowledge

of the current energy system and to find
long-term technical, social, economical and
environmental solutions to bridge policy deci-
sions and market designs. The energy system
analysis is strongly policy-oriented. Activities
are also performed within the framework of
the Alliance for Global Sustainability (AGS),
aglobal programme for integrated research,
education, and social contacts.

What we do

E-mobility

The work here is focused on demonstrating the greater role that electricity can have in the
future, and the contribution electricity can make to a sustainable society. One example is
the development of electric vehicles, where our R&D work is focused on easy and accessible
charging. In the field of electricity for transportation, we are investigating not only technolo-
gies but also new business models and customer needs.

Nuclear energy

R&D activities in the field of nuclear energy comprise both nuclear power development and
nuclear waste management. The development of nuclear power mainly refers to operational
support and the promotion of the safe operation of our nuclear power plants. Nuclear waste
management relates to earlier commitments to establish a final repository for spent nuclear
fuel from Swedish plants. Research and development is carried out in co-operation with the
rest of the nuclear power industry through the Swedish Nuclear Fuel and Waste Manage-
ment Company (SKB).

Carbon Capture

and Storage

We are implementing technology
aimed at capturing and storing CO,
from coal-fired power plants. The
technical concept and technology
have been inindustrial use since 1996
- the challenge for Vattenfall and our
partnersis to scale it up, adapt it to
suit the needs of power generation,
and make it cost effective.

The idea is to capture carbon diox-
ide from the power plant's flue gases,
compressitinto liquid form, and per-
manently store it deep underground
in suitable geological formations.
Part of the CO, will dissolve in the
reservoir water as well as becoming
trapped in the microscopic pores of
the reservoirs. Over time some car-
bon dioxide may also form new miner-
als. The overall trend is thus for the CO, to become increasing immobilised over time. A wide
range of corporate and external research deals with the detailed behaviour, quality and envi-
ronmental aspects of the entire CCS value chain. Mapping and selection criteria for suitable
CO, storage sites — particularly in deep saline aquifers — are key topics for R&D as well as CCS
development for commercial deployment.

Schwarze Pumpe, Germany

New technologies

The main task is to identify and initiate work on future technologies that show potential and
may be useful over the long term. We are currently conducting exploratory research on a
range of technologies, including the top spool concept (more efficient turbine technology
that can be compared to turbo charging of car engines), algae and biomass combinations,
and new lighting technologies.

VATTENFALL CORPORATE SOCIAL RESPONSIBILITY REPORT 2009 27



“C\WHAT ARE YO
HELP CUST&




"The economic situation has made me more aware of the costs
of living. How can | save on my energy bill?" In many cases,
people and businesses can use energy more efficiently — but
most are not sure how. For instance, in the Netherlands 75% of
the population feels that energy is wasted, yet only 37% think
that they themselves could use energy more efficiently. This
was learned from a survey by Nuon of more than 1,000 Dutch
consumers.

What we do

As our customers try to manage costs, we can

help them by highlighting their options and even
delivering energy savings and energy efficient
solutions. As an energy company, it is in our interest
to promote the effective and responsible use of our
products. Promoting energy savings is not only a
matter of satisfying customers by lowering their
energy bill — it is also crucial for lowering overall
environmental impact.

Saving lowers both costs and environmental impact
The economic downturn of the last few years has made
many of our customers cost-conscious. Difficult times can
make energy costs a pressing matter for businesses and fam-
ilies. Today energy costs account for roughly 5.7% of Euro-
pean household budgets'. The most effective way for many
people to lower both their environmental impact and costs is
to save energy. Saving starts with creating awareness of how
much energy is used, and for what purposes. This insight of-
ten spurs innovative thinking about more efficient solutions.
Customers have a lot of influence over the amount of en-
ergy they consume. In the Netherlands, as an example, we
estimate that a household with average energy use could re-
duce its consumption by 30% with no reduction in comfort or
convenience. We have seen our customers’ interest in energy
savings grow, and the understanding of the role energy saving
plays in reaching climate goals has increased — it is now widely
seen as a must for both economic and environmental reasons.

Finding ways to save

Despite the economic benefits of energy saving actions,
many are not taken, often due to a lack of awareness. As an
energy company we have information and resources that
can help bridge this gap.

Given the right information, energy users can access sub-
stantial savings. Efficient technical solutions—like low energy
light bulbs, more insulation, or high-efficiency boilers and
heat pumps can play a major role. Also, minor behavioural
changes are important, like turning off electric appliances on
standby. We estimate that households have achieved savings
of up to EUR 500 per year by implementing such measures.

Vattenfall helps household customers realise these energy
savings and become more efficient in multiple ways:

In the Nordic region, we have worked with our custom-
ers on energy efficiency for decades, and since 2007 our web
site, “Live energy-smart”,® has offered customers and the

1) Euractiv 2009

2) www.vattenfall.se

VATTENFALL CORPORATE SOCIAL RESPONSIBILITY REPORT 2009 29



What we do

public tips and advice. Since the start in late 2007 a quarter
of a million people have taken advantage of our guidance.
The site contains information, checklists, calculation tools
and applications, advice, blogs and web-T'V. Vattenfall also
offers process and energy efficiency services to its industrial
customers in the Nordic region.

In Germany, household customers can access advice on-
line or at customer centres in Berlin and Hamburg. A ma-
jor focus is on energy-efficient home appliances: Vattenfall
has Germany’s largest database on energy efficiency of white
goods, and we use this data to help customers make informed
decisions. Commercial customers can choose from a variety
of services — including on-site efficiency assessments, con-
sumption visualisation, real-time reporting and alerts, and
energy saving partnerships.

Similar consumption simulators are available via the Web
to our customers in Poland, and a recent marketing cam-

The price consumers pay for electricity consists of the actual elec-
tricity price, taxes and the network fee. The price is set in a market
directed by supply and demand (NordPool, the Anglo-Dutch power
exchange, the Amsterdam Power Exchange and the European
Energy Exchange), and Vattenfall is only one supplier among many
competitorsin these markets.

The price of generated electricity is only part of the total elec-
tricity price. Cost of production varies with the price of fuels, such
as coaland gas, and CO, prices. Vattenfall's work to improve ef-
ficiency in electricity generation is important to our ability to offer
competitive prices.

Network fees are related to the cost of transmitting the electric-
ity to the household. Taxes include Value Added Taxes (VAT), elec-
tricity taxes, concession fees and other charges (stipulated by the
likes of the German Renewable Energy Sources Act).

Price of electricity vs. network-related fees and taxes

Netherlands? 25%

Germany®* 25%
Poland*
Finland*

Network related fees Taxes

M Price of energy

1) Household consumption 5,000 kWh/year, standard contract, average price
2008. Electricity certificates included in electricity price

2) Household consumption, 3,558 kWh/year, average 2009
3) Household consumption, average household, average price 2008
4) Household consumption 5,000 kWh/year, average price 2008
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paign resulted in the sale of 209,000 low-energy light bulbs.
Vattenfall has also participated in the modernisation of street
lighting systems in co-operation with municipalities and lo-
cal government.

In the Netherlands, too, we offer energy saving services,
from advice all the way to implementation projects, for both
businesses and households. Currently, in Nuon’s Sales opera-
tions, more employees are working on value-added services
aimed at conserving energy (insulation, sales and installation
of high-efficiency boilers, etc.) than on sales of energy.

Energy savings help offset the cost

of combating climate change

Studies show that Europe can reduce greenhouse gas emis-
sions by about one-third by 2030'. While many of the nec-
essary reductions have a substantial cost associated with
them, efficiency and energy saving measures are economi-
cally beneficial. These measures represent about a third of
the reduction potential identified and are therefore a natu-
ral starting point.

The realisation of the importance of energy savings has in-
fluenced energy policy across Europe. The European Union
has set the target of a 20% reduction in energy consump-
tion compared with projected trends by 2020. The German
federal government has, among other initiatives, launched
a programme to make new and renovated buildings 30%
more energy efficient. The Dutch government is seeking to
reduce overall energy demand by 2% per year between 2011
and 2020, and has targeted 2.4 million buildings for efficiency
improvements. Sweden’s integrated climate and energy policy
also includes an action plan for energy efficiency, with spe-
cial programmes for example directed at municipalities and
energy-intensive industry, and the Polish government plans to
introduce energy efficiency regulation.

It is very likely that adopting the necessary low-emitting
energy technologies will result in costs to society over the
coming years, and could potentially lead to a rise in energy
prices. Alternatives such as wave power, offshore wind and
fossil fuels using Carbon Capture Storage (CCS) technology
cost more than today’s dominant energy sources. How much
the switch to low-emitting generation will affect consumer
prices is yet uncertain.

A comprehensive and effective approach to saving energy
throughout society — particularly through energy-saving
building design and more efficient transportation and indus-
trial solutions — can help offset the higher costs of tomorrow’s
energy sources. If the transition to a sustainable society is to
succeed, capturing these energy savings is a must.

1) International Energy Agency, The World Energy Outlook 2009.



What we do

Vattenfall's estimates of the potential energy savings in a typical Dutch home

Cavity fill insulation
Savings EUR 675 per year
Average investment EUR 2,000

Savings EUR 182 per year
Average investment EUR 1,750

We are creating a win-win-win situation

.+ 1 “Dutchenergy supply is based mainly on
fossil fuels (@bout 90%), and possibilities
of introducing new sustainable energy
production like hydro power and wind are
limited. We have to be realistic: fossil fuels
like gas will be a part of the Dutch energy
supply for a foreseeable future.

So working with sustainability cannot
be limited to the generation side. That is
why the Dutch government emphasises
the importance of energy efficiency. In
order to address the challenge of sustainability, we have also
turned it around: we are promoting savings in our role as an ad-
viser, by selling services that save energy and by installing equip-
ment and insulation in co-operation with customers to minimise
the waste of energy. In fact, currently, there are more people
working in energy saving thanin selling energy.

Using less energy without sacrificing comfort is certainly pos-
sible — we prove that everyday together with our customers. So

Floor or crawl space insulation

Roof insulation
Savings EUR 219 per year
Average investment EUR 3,000

Insulating glass
Savings EUR 364 per year

Energy advice

Advice on how to save energy
inthe home, including energy
certification

Investment EUR 200

what are we doing in practice? We are realistic about obstacles
in getting savings efforts and working for our customers. Our
jobis toreduce those hindrances. For example, you can log on to
our web site or visit one of our stores and shop for easy-to-use
energy saving appliances, paying nothing up front. The price of
the equipment is then paid over time with the savings you earn
on your energy bill. It's a win-win-win situation: less environmen-
talimpact, a smaller bill for you as a customer, and we benefit
through additional sales. If you are even more ambitious, we can
help you insulate your house - today we are one of the largest
providers of insulation services in the region.

Sustainability for us is business, and it leads to customer satis-
faction. We find ways for you as a customer not to look at the bill
as a headache, but as a way to finance your own climate agenda.

| feel proud to be a part of that business.”

Vincent Dijk

Director Value Added services,
Vattenfall Business Group Benelux
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Average investment EUR 4,000
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ENERGY SAVINGS IN PRACTICE

Saving energy requires awareness of how much energy you use, and for what purposes. You also need
to know what you can do to save. Last, you may need help with services and appliances that can realize

savings without loss of comfort.

Providing personal energy savings advice

In Germany, Vattenfall has customer centres in Hamburg and Berlin. At the customer centre
in Berlin, located at Nirnberger Straf3e, a professional team offers advice on the efficient
use of energy. Besides their advice, they offer energy saving services, hold exhibitions and
organise events. The energy services offered include energy analysis and individual power
checks; free rentals of meters that check consumption of electricity at home; help choosing
electric appliances and energy-saving devices like heat pumps; and even courses on cooking
with less energy use.
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Energy advice online

The services offered over the Web in Finland
and Sweden are aimed at helping customers
with varying levels of insight and know|-
edge about their options to save energy.
Examples of services and tools offered

are calculators to estimate consumption,
and applications to simulate the impact of
changes and improvements. Ideas, guide-
lines and examples to inspire savings are
provided through blogs and web-TV, and
users can ask questions directly to energy
experts over the Web. The service concept
is called Lev Energismart in Swedish and
Energianeuvontain Finnish (“Live energy-
smart"), and can be reached through
www.vattenfall.se and www.vattenfall.fi,
respectively.

Energy consumption alerts

In Germany, Vattenfall has developed a
system called “Energy Controlling Online"
(ECO), which enables customers to check
their consumption of power, gas, heat and
water with a single click of the mouse on the
computer. The data is updated every fifteen
minutes, and the system shows possible
savings and suggests actions. It also allows
users to set a limit for consumption, and if
the limit is exceeded the system alerts the
contact personimmediately by e-mail or
text message. Customers using ECO include
Lufthansa, Citibank, Commerzbank and the
Berlin Freie Universitat. We have seen that
energy savings up to 15% are possible.



Home Zone

Vattenfall's Centennial celebrations in 2009
featured an interactive pavilion that invited
visitors to walk through a sustainable city,
drawing attention to the climate issue and
demonstrating our strategic direction of
Making Electricity Clean. The pavilion was
featured at 17 events in five countries and
received some 40,000 visitors.

One part of the pavilion was designed to
look and feel like the inside of someone's
home. The objective was to further demon-
strate Vattenfall's commitment to sustain-
able society and encourage people to be
aware of their energy consumption and use
energy more efficiently. It also showed them
how to make sensible energy saving choices
in their home and how these individual
choices, when looked at cumulatively, have
astrongimpact on local communities.

The exhibit included various appliances
and points of energy consumption as well
as interactive touch screens where visitors
could gather information about how much
energy and money can be saved by mak-
ing different everyday choices. An energy
expert was present and answered questions
and provided advice.

What we do

-

Testing technologies that make saving easier

Nuon, together with IBM and Cisco, is currently testing an innovative energy management
system in 500 Amsterdam households. A user-friendly energy display the size of a small
photo frame gives instant insight into the overall energy consumption and the usage per
appliance, making it easier for households to
monitor and meet energy saving targets.

The energy display features a wireless con-
nection to digital gas and electricity meters
and can be placed anywhere in the home.
Residents can see how much energy is being
used by the home, and even by each appli-
ance, and gain insight into where energy is
being wasted. Personal energy-saving targets
on the display encourage customers to save
gas and electricity.

The energy display has already been
tested on a smaller scale by 18 households in Arnhem. Average savings were 9% for electric-
ity and 14% for gas, working out to around EUR 200 per year for a typical household. Some
households achieved much higher savings — up to 34% for electricity and 32% for gas. Sav-
ingsin the test were achieved both through behavioural changes and through installation of
more efficient appliances and systems.

W A campaign with
twice the impact
A combined energy savings and tree-saving
initiative was launched in Poland during
2009. During a three-month period, high ef-
ficiency bulbs were offered at a special price
to customers. More than 137,000 bulbs were
sold. Some of the proceeds from the sales
supported the preservation and treatment
of athousand chestnut trees in Silesia with a
high symbolic value. Two thousand students
were involved in the action. In all, 209,000
bulbs have been sold in Poland thanks to
information campaigns.

“My family and | are much more aware
of our energy use because of the en-
ergy display. We bought all kinds of
energy saving bulbs. We got rid of a
lamp that used an excessive amount
of energy, and we have decided not
to buy atumble dryer after all. | real-
ly wanted to keep the energy display
after the pilot was over!”

Mrs Daamen, Arnhem, the Netherlands
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“Safety comes before all other matters when operating a
nuclear power plant. Safety takes priority over profitability
—all procedures are subordinate to this basic principle. For
this reason, creating and strengthening a culture of safety is
of major importance.

A safety culture is not an abstract idea but is expressed in
our actions, day in and day out. We must work continuously on
a culture of safety and keep it alive in the minds of employees
and managers. We achieve this by being a learning organisation
in which success, problems, or shortcomings can be discussed
openly and without fear. We constantly learn from our own and
others’ mistakes.

As managers, we must act as role models: ‘walk the talk' is
a succinct way of expressing this. We must communicate our
expectations and standards clearly and directly, show interest in
both the actual situation and their fulfilment through inquiring
and checking, celebrate success, and promptly analyse and
correct deficiencies.

The safety culture permeates everything: my work, my con-
duct, and my information policy.”

Ernst Michael Ziifle, Technical Director and Spokesman of
the business management of Vattenfall Europe Nuclear Energy
GmbH, seen here together with Udo Miinster, shift supervisorin
the controlroom of the Kriimmel nuclear power plant.

What we do

Yes, safety levels in nuclear operations are not a
matter of choice: Our responsibility as an operator
is absolute, and if our operations do not meet
requirements, plants will be taken or kept off line
until Vattenfall and the regulator are satisfied.
Delays in modernisation projects, technical defects
and procedural deviations drew attention to
Vattenfall's nuclear operations in 2009 and led in
some cases to increased downtime for our reactors.
These outages hurt customers and Vattenfall's
business, and the company is taking the necessary
measures to bring the reactors back on line and
minimise future disruptions.

What it means to be a safe operator

Nuclear safety is defined by a balanced combination of hu-

man activity, technology and organisation, and not mere-

ly by the absence of incidents and accidents. Safe nuclear
power plant operation is based on a combination of:

e People who are well-trained, informed, empowered
and dedicated, and who uphold the highest personal and
professional standards

* An organisation that has a positive and strong nuclear
safety culture

e Processes that are robust and an organisation that values
problem identification and resolution

 Plants that are well-designed, well-operated, and well-
maintained

e Owners who strongly support safe operation and provide
the necessary resources

National authorities in Germany and Sweden are respon-
sible for the regulation of nuclear power plant safety. But
through its nuclear companies, Vattenfall has the sole and
absolute responsibility for the safe operation of its plants.
Three separate developments in 2009 raised questions
about our operations among stakeholders. We continue to
look critically at our systems and processes and to strive for
the highest safety standards. Our prime responsibility is to
protect the public, the environment and our employees.

How the safety system works

Safety work in nuclear power is aimed at preventing
potential accidents and the spread of radioactive material
in the plant, to staff and out into the environment.

Society demands flawless operation of nuclear power,
and safety work in Sweden and Germany, where Vattenfall
operates nuclear power plants, is monitored by supervisory
authorities who follow the entire process: from compo-
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nent manufacturing and installation to plant operation and
in-service inspections.

The main control room of each power plant monitors
and records each and every process, 365 days a year, 24
hours a day. Safety in a nuclear power plant covers three
stages:

1. Preventing faults through inspection routines, automat-
ic control systems and operator actions

2. Reducing the effects of faults on the operation of the
plant through the use of multiple back-up systems and,
if necessary, automatic shutdown of the plant by inde-
pendent safety systems

3. Preventing a fault from leading to the spread of radia-
tion or radioactive material through automatic safety
systems and multiple physical safety barriers (see box)

The various back-up and safety systems are located in
physically separated areas so that only a part of the safety
systems will be affected in the event of a fire, for example.

How incidents are handled
Events and incidents at nuclear power plants are reported
and followed up according to strict national regulations
and international standards set up by regulators and in-
dependent international organisations, such as the IAEA!
and WANO?.

Nuclear incidents are reported and ranked according
to a scale called the INES scale (International Nuclear and

The INES Scale

ACCIDENT
Serious incident
INCIDENT
Incident

NO SAFETY
SIGNIFICANCE

Below scale
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Radiological Event Scale). Events are classified on the scale
at seven levels: Levels 1-3 are called “incidents” and Levels
4—7 “accidents”. The scale is designed so that the severity
of an event is about ten times greater for each increase in
level on the scale. Events without safety significance are
called “deviations” and are classified Below Scale/ Level
07 (see sidebar).

In addition, the scale further classifies incidents and
accidents over three areas of impact: Events that impact
people and the environment; events that do not impact
people or the environment but involve unplanned high
levels of radiation or spread of radioactive material within
the installation; and events that do not involve either of
the above issues but in which safety mechanisms fail to
function as they should. The accident at Three Mile Island
in 1979 in the USA, by way of example, was a Level 5 ac-
cident that did not impact people or the environment but
did lead to the spread of radioactive materials within the
facility. Over the years a few events in Swedish reactors
have been rated Level 2 incidents, including an incident
at Vattenfall’s Forsmark plant in 2006. None of these have
impacted people or the environment or led to the spread of
radiation/radioactive material within the installation.

In the case of an incident, the operator has an obliga-
tion to notify the regulator without delay and to provide
information. Depending on the nature of the incident,
Vattenfall’s own procedures in accordance with the regu-
lation may cause the reactor to be taken off line immedi-
ately. Alternatively, identified deviations at regular testing,
inspections, or safety analyses, as well as experiences and
feedback from other similar plants, may lead to the reactor
being taken off line so that the issue can be remedied.

Issues of concern at Vattenfall's

nuclear plants in 2009

During 2009 Vattenfall faced situations that led to un-
planned downtime at three different reactors. One of these
— at Forsmark — involved an important technical issue but
was handled properly through safety routines. The other
two involved deviations from routines and processes and
have led to further review by Vattenfall, the regulator, our
peers, and independent authorities.

Outage at Kriimmel - INES O (No safety significance)

The reactor at the Kriimmel nuclear power plant has been

off line since 2007 following a fire caused by a short cir-

1) IAEA - The International Atomic Energy Agency is the world's central intergov-
ernmental forum for scientific and technical co-operation in the nuclear field.

2) WANO - World Association of Nuclear Operators.
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Safety barriers

Nuclear power plant Brunsbittel

Safety filter ensuring that radioactivity does not leak out even if all other safety systems should fail.

Safety barriers
Each providing inde- |
pendent mitigation of
anaccident

Gas-tight fuel rod cladding tubes.

Reinforced-concrete walls of the reactor building.
A containment providing a gas- and pressure-tight enclosure.
One-metre concrete shield surrounding the reactor pressure vessel.

Reactor pressure vessel and the pipework around it made of high-quality steel.

cuit in one of the two station transformers that take power
produced by the plant to the external grid. On 4 July 20009,
shortly after the restart of the reactor, the other transformer
experienced a short circuit and the reactor was shut down
automatically. All safety systems worked as intended, and
the shutdown was completed safely. The event was judged
insignificant from a safety point of view (INES 0), but had a
dramatic media and political effect. The negative effect was
partly caused because Vattenfall did not meet expectations
on very fast response to the regulator — though formal re-
quirements were met — and because the same type of failure
occurred in 2007.

The technical cause of the transformer short circuit is
still being investigated. The failed transformer was of the
same age as the transformer that failed in 2007 and was de-
clared ready for operation (“healthy”) by the supplier and

independent experts after thorough investigations. A special

system for early detection of short circuits had been installed,

but Vattenfall failed to add an extra measuring device as had
been agreed with the regulator. The plant manager who
approved the restart chose to resign due to this.

Krimmel will be shut down until new transformers
have been installed —in spring 2010 at the earliest.

An independent investigation of the event and a peer
review by Vattenfall and E.ON, Vattenfall’s co-owner of
Kriimmel, recommended the following;:

e Faster initial communication towards the authority in
Germany in case of a plant shut down is required. While
Vattenfall met formal obligations, we did not meet our
own expectations or those of stakeholders regarding
communications

¢ Installation of new transformers before restart — not only
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the two station transformers but also the auxiliary trans-
formers and 26 smaller ones

* Reinforcement of staffing

* Improved assessment, monitoring, and follow-up with
respect to non-nuclear technologies and systems. The in-
cident occurred in an area (the electrical system) where
regulatory requirements, as well as Vattenfall’s standards,
were not as high as those for nuclear operations. We must
strive for higher standards throughout the installation

Ringhals placed under special operating conditions
-INES 1(Anomaly)

In July the Swedish Radiation Safety Authority (SSM)
placed Ringhals under special operating conditions initiated
by procedural deviations during outages in 2008 and 20009.
Ringhals was requested to investigate the causes and devel-
op mitigating actions. The special operating conditions also
demand more formal safety management and reporting.

An INES 1 deviation contributed to the regulator’s
decision. On 15 March 2009, during a regular safety re-
view process, a system designed to automatically react to
increased pressure in the reactor vessel was found to be off
line. The system had been disconnected since the last out-
age two and a half months earlier.

Another INES 1 deviation, related to improper and late
handling of flow variation in an emergency core cooling
system last winter, was also reported in autumn 2009.

To improve performance, we have reinforced manage-
ment personnel, our self-assessment functions, and our
management systems. We have also reduced the load on
the organisation by postponing modernisation projects
when possible.

Cracks in the control rod shafts at Forsmark 3

- INES O (No safety significance)

During a yearly inspection in 2008, some cracking in
the control rod shafts at another (non-Vattenfall) plant at
Oskarshamn was identified. This led to a special inspection
at Forsmark in autumn 2008, which revealed the same type
of cracking in some of the 167 control rods, though the
system could still perform its safety function. The damaged
rods were replaced.

Based on this information as well as on new findings at
Oskarshamn in spring 2009, an extensive control rod shaft
inspection programme was carried out in Forsmark in 2009.
All control rod shafts were inspected and could perform
their safety function, but 30% of the control rods had de-
veloped minor surface cracking since the last outage. These
were replaced. All control rod shafts in unit 3 are now either
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new or have been inspected and found to be fully operable.

The cracks in the control rod shafts are caused by so-
called thermal fatigue, when materials are degraded by ex-
posure to frequent temperature changes. The permanent
solution requires modifications to the control rod shafts to
reduce the thermal fatigue. These will be available in 2011
at the earliest.

The regulator issued a temporary operating permit until
a final verification of fault-free operation can be declared.
This temporary permit allows operation until the next
planned outage in September 2010.

Ongoing safety improvements
Vattenfall has established a nuclear safety council that eval-
uates operations based on independent expert knowledge
and installed a Chief Nuclear Officer (CNO), who reviews
safety levels much like a controller, and reports directly
to the Board of Directors and CEO. The Chief Nuclear
Officer and his team are advisers within the organisation,
providing expert opinions and helping to form strategies
and foster a positive, strong safety culture.
In 2007 Vattenfall conducted a thorough review of the
Group’s nuclear safety work. Internationally renowned
experts have also conducted an in-depth analysis. A com-
prehensive action programme is now under way which is
aimed at strengthening the safety culture at Vattenfall’s
nuclear power plants and more clearly outlining safety
management within the Group.
For the past few years, we have also been conducting an in-
vestment programme designed to improve safety further and
adapt our power plants to new, stricter safety requirements.
Many of the modernisations that we have made to improve
plant efficiency have resulted in a higher degree of safety. Fol-
lowing are some examples of investments and improvements:
 Security at the plants in Sweden has been substantial-
ly increased. This includes new entrances for goods
and personnel, new fences and increased technological
surveillance and security guard staffing

* The cooling systems at Forsmark (reactors 1 and 2) have
been improved and brought up to par with the latest
safety design used in nuclear power plants built today

* At Ringhals (reactor 1), a new reactor protection system
has been implemented with its own independent safety
system, power supply and control equipment

» At Ringhals (reactor 2), the instrumentation and control
system and electrical supply have been replaced to the
latest safety design

* At the Brunsbiittel plant, supports of steel platforms in the
reactor building have been improved to the latest design



What we have achieved

WHAT WE HAVE ACHIEVED

Vattenfall reports in accordance with the Global Reporting
Initiative's (GRI) G3 Sustainability Reporting Guidelines in order to
measure performance and achieve transparency and international
comparability in sustainability performance reporting. Vattenfall has
applied the GRI guidelines since 2003 and reports on the A+ level as
defined by GRI. For further information, see www.globalreporting.org.

IMPACT - AN OVERVIEW

GRI CONTENT INDEX

ENVIRONMENTAL PERFORMANCE

The reporting section

The reporting section follows the GRI indicator
framework, dividing environmental, social and
economic performance indicators specified by GRI
in sections. In addition to reporting environmental,
social and economic performance, Vattenfall

also describes the governance structure and
management systems in place.

GRI REPORT

GRI Content index

Vattenfall provides a full content index according to the GRI
guidelines to make it easier to navigate to specific areas of the
report and to find information regarding a particular indicator.

Page 41

Reporting of performance indicators

Qualitative and quantitative information on indicators specified
by the GRI guidelines. Vattenfall's aim is to provide a balanced and
accurate presentation of the company’s environmental, social and
economic performance.

Environmental 50
Social 62
Economic 7
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Impact — an overview

IMPACT - AN OVERVIEW

One challenge for the energy industry is to effectively deal with its sustainability impact, which is
considerable, while meeting growing demand for energy. But it is not enough just to consider the
environmental aspects. An energy system must contribute to sustainable development in society,
not only from an environmental perspective, but also from social and economic perspectives and must
be able to meet today’s needs without jeopardising the ability of future generations to meet theirs.

Collection and extraction of resources, like
fossil fuels, biomass, waste or other resources
that will be used in the production of heat and
electricity. The sustainability aspects of fos-
sil fuel extraction, and also to some extent of
the collection and harvesting of biomass, are
changesinland and water use, impact on bio-
diversity and resettlement of people. Safety
issues, employer practices and the economic
impact on local communities are also important
sustainability aspects.

o,
2
J‘(/ m

Consumers use electricity and heat.
Thereis no direct impacts as such;
rather, the impact depends on the
use of the energy consumed. Long
term energy supply and affordability
of energy are issues related to sus-
tainability.

40 VATTENFALL CORPORATE SOCIAL RESPONSIBILITY REPORT 2009

Fuels are transported by ships,

rail, roads and pipelines. The main
sustainability aspects of transports
are emissions of CO, and acidifying
compounds.

Uojjesaul9

Generation of electricity and pro-
duction of heat has a multitude

of sustainability aspects. Direct
impacts of combustion include
emissions of greenhouse gases,
acidifying compounds and particles
as well as the generation of ash and
residues. Hydro power and wind
power have animpact on land, water
and biodiversity. Nuclear power gen-
erates radioactive waste that needs
to be safely stored. As with resource
extraction and collection, safety
issues, employer practices and the
economic impact on local communi-
ties are also important sustainability
factors.

Electricity and heat are transmitted
via network infrastructure to local
distribution points and to custom-
ers. Important sustainability as-
pects of transmission include safety
issues, land use and impact on biodi-
versity, along with the responsibility
for long term energy supply.



GRI Content index

GRI CONTENT INDEX

Following is a content index for indicators specified by the GRI guidelines
and which are reported by Vattenfall. It includes indicator names and GRI
identification numbers and provides references to the pages where rel-

evant information can be found. In addition, relevant UN Global Compact

Principles are indicated for each indicator.

Statements of status and boundaries are provided in the respective

indicator reporting text.

Page reference
IFC Inside Front Cover
AR 2009 Annual Report

Related UN

Global

Compact

Indicator Page Principles!
Profile

Strategy and analysis

1.1  CEOstatement

1.2 CSR-vision,including key impacts, risks
and opportunities

Organisational Profile

2.1 Name of the organisation

2.2 Primary brands, products, and/or services
2.3 Operational structure of the organisation
2.4 Location of organisation’s headquarters
2.5 Countries where the organisation operates
2.6 Nature of ownership and legal form

2.7  Markets served

2.8 Scaleof thereporting organisation

2.9 Significant changes during the reporting period

2.10 Awardsreceived

EU1 Installed capacity

EU2 Netenergy output

EU3 Number of customer accounts

EU4 Length of transmission and distribution
lines by voltage

EU5 Allocation of CO, emission certificates

Report profile, scope and boundaries

3.1 Reporting period

3.2 Date of mostrecent previous report

3.3 Reportingcycle

3.4  Contact point for questions

3.5 Process for defining report content

3.6 Boundary of the report

3.7 Limitations onthe scope or boundary
of thereport

3.8 Basisforreporting

3.9 Datameasurement techniques, assumptions
and estimations

3.10 Explanation of re-statements

3.11 Significant changesin scope and boundaries

3.12 GRIcontent Index

3.13 Assurance

Governance and CSR management

4.1  Governance structure

4.2  Highest governance body

4.3  Number of independent and/or
non-executive board members

4.4  Recommendations to highest governance body

4.5 Compensation to members of the
highest governance body

4.6 Board processes to ensure conflicts
of interest are avoided

IFC
IFC
IFC
85
IFC
IFC
IFC
IFC
43
43
81
81
81

81
81

43
43
43
43
43
43

43
43

43
43
43
41
82

AR

AR
44

AR
44

Related UN
Global
Compact
Indicator Page Principles!
4.7  Procedures for determining the
qualifications of the board AR
4.8 Sustainability principles and status
of implementation AR
4.9 Board procedures for management of
sustainable performance 45
4.10 Procedures for evaluating the board’s performance AR
4.11 Precautionary principle 45
4.12 CSRinitiatives and principles endorsed 45
4.13 Principal memberships in associations
and organisations 45
4.14 Stakeholder groups 46
4.15 Identification of stakeholders 46
4.16 Approachestostakeholder engagement 48
4.17 Topics and concerns raised by stakeholders 48
Environmental performance
Management approach 50
Performance indicators
EN1 Materials used 51 8
EN2 Materials used that are waste 51 8-9
EN3 Direct energy consumption 52 8-9
EN4 Indirect energy consumption 52 8
EN5 Energy efficiency improvements 53 =9
EN6 Energy-efficient and renewable energy-
based products 53 8-9
EN7 Initiatives to reduce indirect energy
consumption 53 8-9
EN8 Water withdrawal 55 8
EN9 Water sources 55 8
EN11 Land of high biodiversity value 56 8
EU13 Biodiversity of replacement habitats 56 8
EN12 Impactson biodiversity 56 8
EN13 Habitats protected or restored 56 8
EN14 Managingimpacts on biodiversity 56 8
EN16 Directandindirect greenhouse gas emissions 57 8
EN17 Otherrelevantindirect greenhouse gas emissions 57 8
EN18 Initiatives toreduce greenhouse gas emissions 58 7-9
EN20 Emissions to air 58 8
EN21 Water discharge 55 8
EN22 Waste and mineral by-products 60 8
EN23 Spills and contamination 61 8
EN25 Biodiversity value of water bodies 55 8
EN28 Fines andincidents 61 8
EN30 Environmental protection expenditures
and investments 61 7-9
Social Performance
Management approach 62
EU14 Ensuring availability of skilled workforce 63
EU15 Employees eligible toretire 63
EU16 Health and safety of contractors 63
Performance indicators
LAl Workforce 62
LA2 Employee turnover 63 6
EU17 Work by contractors 62
EU18 Health and safety training for contractors 63
LA3 Employee benefits 64
LA4 Collective bargaining agreement coverage 64 1,3
LA5 Operational changes 64 3
LA6 Health and safety committees 65 1
LA7 Injuries, absentee rates and fatalities 65 1
LA8 Supportregards to serious diseases 65 1

Continued on page 42
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GRI Content index

Related UN
Global
Compact
Indicator Page Principles!
LA9 Healthandsafety and union agreements 65 1
LA10 Training of employees 66
LA11 Skillsmanagement and learning 66
LA12 Performance and career development reviews 66
LA13 Composition of governance bodies 67 1,6
LA14 Ratio of salary of men to women 67 1.6
Human rights
Management approach 67
Performance indicators
HR2 Humanrights screening of suppliers 68 1-6
HR3 Humanrights training 68 1-6
HR4 Discriminationincidents 68 1-2,6
HR5 Freedom of association and collective
bargaining 68 1-3
HR6 Child labor 69 1-25
HR7 Forced labour 69 1-2,4
Impact on society
Management approach 69
EU19 Including stakeholdersin decision-
making processes 70
EU20 Managingimpacts of displacement 70
EU21 Emergency management and
contingency planning 72
Performance indicators
SO1 Managingimpacts of operations and
displacements 70
EU22 Assessment of impacts of operations 70
SO2 Risksrelatedto corruption 71 10
SO3 Anti-corruption policies, procedures
and training 71 10
S04 Actions against corruption 71 10
SO5 Public policy positions and development 71 1-10
SO6 Political contributions 71 10
SO7 Legal actions pertaining to anti-
competitive behaviour 72
S08 Sanctions 72
Product responsibility
Management approach 73
EU23 Programmes that improve access to
electricity services 76
EU24 Accessibility of information on safe use
Performance indicators 76
EU25 Number of injuries and fatalities to the public 73
EU26 Accesstoelectricity 76
EU27 Number of residential disconnections
for non-payment 76
EU28 Power outage frequency 76
EU29 Power outage duration 76
PR1 Health and safety impacts 73
PR3 Product andservice information 73 8
PR5 Customer satisfaction 74
PR6 Responsibility in marketing communications 75
PR7 Non-compliance with regulations and codes 75
PR8 Customer privacy and customer data 75 1
PR9 Lawsandregulations on products and services 75
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Related UN
Global
Compact

Indicator Page Principles!

Economic performance

Management approach 77
EU6 Approachtoensure availability and reliability 80
EU8 Research and development activities 80
EU9 Provisions for decommissioning of
nuclear power sites 80
Performance indicators
EC1 Economic value generated and distributed 78
EC2 Financialimplications due to climate change 79 7
EC3 Coverage of benefit plan obligations 79
EC4 Government financial assistance 79
EC6 Spendingon locally-based suppliers 79
EC7 Localworkforce and management 79 6
EC8 Investments and services for public benefit 79
EU10 Planned capacity (MW) against projected
electricity demand 80

Vattenfall does not report on the following core indicators

EN19 Ozone-depleting substances — Not material, ozone depleting sub-
stances are used only to a very limited extent

EN26 Mitigation of environmental impact of products —Not material
due to nature of or products

EN27 Percentage of products sold and packaging materials reclaimed -
Not material due to nature of or products

HR1 Human rights screening of investments — Not material. In countries
where Vattenfall operates these issues are controlled by legal
frameworks and specific screening is generally not performed

Sector supplement indicators

EU7 Demand side management Not material, Vattenfall operates
in a deregulated market

EU11 Average generation efficiency by energy source - Data not
available?

EU12 Transmission and distribution losses — Data not available?

EU29 Power outage duration — Data not available?

EU30 Average plant availability = Data not available?

1) The UN Global Compact's ten principles
Human Rights

Principle 1 - Businesses should support and respect the protection
of internationally proclaimed human rights.

Principle 2 - Businesses should make sure that they are not
complicit in humanrights abuses.

Labour

Principle 3 - Businesses should uphold the freedom of association and the
effective recognition of the right to collective bargaining.

Principle 4 - Businesses should uphold the elimination of all
forms of forced and compulsory labour.

Principle 5 - Businesses should uphold the effective abolition of child labour.

Principle 6 - Businesses should uphold the elimination of discrimination
inrespect of employment and occupation.

Environment

Principle 7 - Businesses should support a precautionary
approach to environmental challenges.

Principle 8 - Businesses should undertake initiatives to promote
greater environmental responsibility.

Principle 9 - Businesses should encourage the development and
diffusion of environmentally friendly technologies.

Anti-Corruption

Principle 10 - Businesses should work against corruptionin all
its forms, including extortion and bribery.

2) Not reported on as the final EU SS was not available for the full year.
Assessment for future reportingis on-going.



Report profile, scope and boundaries (3.1-3.11)
The numerical data provided in the reporting section refers to 2009.
Significant events up until 12 March 2010 are also reported. Vattenfall
has published annual CSR reports according to GRI guidelines since
2003. This report was published on 31 March 2010. The previous report
was published on 31 March 2009, covering performance in 2008. The
scope of the reportis the Vattenfall Group and its operations, which is
the same as for the annual report. The largest change in size, structure,
ownership or products/services affecting the report’s scope is the con-
solidation of the acquired Dutch energy group N.V. Nuon (Nuon) into the
Group as of 1July 2009.

Boundaries

Vattenfall has limited the reporting boundaries to areas in which the
company has full control over data collection and information quality.
Downstream impact of heat and electricity use are so widespread that it
would be difficult to measure themin a reliable way.

Accounting principles

The financial data as well as most data related to human resources
presented in the CSR reportis taken from Vattenfall’'s audited annual
accounts. The reporting currency of Vattenfall AB is Swedish kronor
(SEK). The accounting principle for financial reporting are provided in
Vattenfall's 2009 Annual Report.

The consolidation principles for environmental data are the same
as for the financial statements, i.e. they include subsidiaries in which
Vattenfall AB holds more than 50% of the voting power or in any other
way has a controlling influence. This principle was fully implemented in
2007.

Environmental data for the CSR report, including energy-related
data, is collected via the Group's environmental reporting. Process
and supporting software was introduced in 2007 to ensure high qual-
ity and consistency of collected data. Group-wide definitions for all
environmental parameters are used to enhance quality and facilitate
comparisons across the Group. Where possible, reporting of historical
data has beenrecalculatedin line with these changes. This is explained
incomments adjacent to the tables.

To allow for future comparisons, Nuon's operations are included
for the full year 2009, although Nuon is consolidated in the Vattenfall
Group as from1July 2009. This is in accordance with the standard for
greenhouse gas accounting, the Greenhouse Gas Protocol”, where data
shall be updated retroactively; Vattenfall applies that principle to all
environmental data. That means that, unlike in financial accounting,
an acquisition will result in adding historical data including production
to past years accounting and a divestment results in removing data for
the divested units from historical accounting. This principle has been
followed for the most material data. In some cases data for Nuon are
not available for 2007 and 2008 and then this is commented. Any other
restatements or changes in environmental accounting are described in
comments adjacent to the respective tables.

Reported CO, emissions are based on fuel consumption. It should be
noted that calculation methods differ from country to country. Calcula-
tion methods are stipulated by national legislation, among other things
in connection with the EU emissions trading scheme.

All other emissions have either been measured (in cases where con-
tinuous monitoring equipment has been installed) or based on periodic
measurements.

1) www.ghgprotocol.org

Report and organisational profile

Significant changes during the
reporting period (2.9)

Nuon

On1July Vattenfall acquired 49% of the shares for EUR 4,833 million
(approx. SEK 52 billion) and took over operational control and control-
ling influence of Dutch energy group N.V. Nuon Energy (Nuon). As from
the third quarter Nuon is part of the Vattenfall Group. Consideration
for the remaining 51% of the shares will be paid by Vattenfall in three
tranches up until 2015.

Review of asset portfolio

During the year, Vattenfall conducted a review of its shareholdings and
made a number of divestments. Vattenfall sold its 80% stake in the Ger-
man supply and distribution company WEMAG to the 191 municipalities in
Mecklenburg-Vorpommern and Brandenburg, and Thiiga AG. The deal
was completed in early January 2010. In November 2009 the decision
was made to leave the Zuidwending gas storage project for profitability
reasons. Vattenfall also sold its 50% stake in the associated company
AB PiteEnergi to Pited municipality, its 30% stake in the associated com-
pany Luled Energi AB to Luled Kommunfdretag AB, and its 20.6% stake
in Jamtkraft AB to Ostersund municipality. Subsequent to the balance
sheet date, negotiations with a potential buyer of Vattenfall's subsidiary
50 Hertz Transmission GmbH (formerly Vattenfall Europe Transmis-
sion GmbH), which owns and operates Vattenfall's German high-voltage
transmission network, were initiated. The negotiations have not yet been
finalised.

Awards received (2.10)

« Vattenfall received the Universum award for the most attractive
employerin the Swedish energy sector. Universum'’s Company
Barometer is based on surveys of university students and recent
graduates.

The Nuon Solar team finished second in the World Solar Challenge
with its Nuna5 solar-powered car. The team is made up of students
from the Delft University of Technology in the Netherlands.

Vattenfall's Climate Signature Initiative was awarded second place
in the Best International Campaign category in Sweden's biggest
advertising competition, “100-Wattaren".

The DYNAMIS research project, co-ordinated by SINTEF Energy Re-
search, received a recognition award from the Carbon Sequestration
Leadership Forum. Vattenfall participates in DYNAMIS alongside
other European power companies.
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GOVERNANCE AND
CSR MANAGEMENT

The Parent Company of the Vattenfall Group, Vattenfall AB, is a Swedish
public limited liability company with its registered office in Stockholm,
Sweden. Vattenfall ABis subject to the provisions of the Swedish Com-
panies Act (Aktiebolagslagen) . This means that the company has a
board of directors that is appointed by the Annual General Meeting and
which consists of non-executive directors. According to law, the Board
alsoincludes employee representatives. The Board of Directorsin turn
appoints the CEO, who is also the President of Vattenfall AB and respon-
sible for attending to the day-to-day management of the company pur-
suant to guidelines and instructions issued by the Board of Directors.

The Group's corporate governance is based on applicable Swedish
and foreign laws and regulations as well as the companies’ Articles of
Association and other documents, such as the Vattenfall Management
System. Where applicable, Vattenfall also complies with the rules and
regulations for companies with shares listed on Nasdag OMX Stockholm
(the Stockholm Stock Exchange).

Vattenfall adheres to the Swedish Code of Corporate Governance and
considers it as one of several important sets of governing regulations
for external reporting and communication. Vattenfall also adheres to
the Swedish state's ownership policy. The departures that Vattenfall
makes from the Code are mainly due to the company’s ownership struc-
ture - Vattenfall has only one owner, while the Code is written primarily
for listed companies with broad ownership. Due to the ownership struc-
ture, parts of the Code rules are not at all applicable for Vattenfall.

Governance and direction of CSR

Vattenfall does not have a separate CSR organisation. CSR issues are
governed at the Group level as an integrated aspect of all other busi-
ness matters. The overall strategic direction is set at Group level, and
the Business Groups are managed through the strategic planning and
business planning processes, in which requirements are formulated,
and through the Group steering documents. The day-to-day running of
operations is decentralised.

Overall CSR responsibility at the Group level rests with Vattenfall's
CEO. The Group Functions shall monitor the Business Groups with re-
gard to the Group Functions' respective areas of functional responsibil-
ity. Each Group Function has been assigned authority and responsibility
throughout the entire Vattenfall Group within its area of expertise and
responsibility. With respect to financial compliance, the Finance Compli-
ance Officer within Group Function Finance has specific responsibility
for complianceinrelation to accounting and to parts of the Vattenfall
Management System. The Compliance Officer thereby requires rep-
resentation letters from the line organisation. The line organisation
reports all major disputes to the Legal Affairs Group Function regularly
and on specific cases.

As emphasised by the ethical guidelines detailed in Vattenfall's Code
of Conduct, the intention is for each employee to assume responsibility
for ensuring that the company lives up to the high expectations of its
stakeholders. In the light thereof, Vattenfall encourages every employ-
ee toreport violations of law or of Vattenfall's Code of Conduct. If seri-
ousirregularities can be found at an early stage, Vattenfall will be bet-
ter able to prevent risks and limit any damage to the benefit not only of
Vattenfall, but also of its employees and stakeholders. Toward this end,
in 2008 work was started on implementation of a Group-wide whistle-
blowing function as a complement to the internal reporting lines.

The German organisation has had an external ombudsman in place
since 2007, and the Polish organisation had established an ombudsman
function prior the decision to establish a Group-wide whistle-blowing
function but only for HR matters. In 2009, ombudsmen were appointed
for Poland, Sweden, Denmark and Finland. The Polish ombudsman as-
sumed function on1June 2009, and the Swedish ombudsman started
its assignment on1September 2009. In Denmark and Finland, clearance
from the local data protection agencies is needed before the ombuds-

1) InDenmark, in order to comply with the Danish Data Protection Agency's
guidelines, consultants and suppliers will probably not be allowed to use the
function.
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men can start their assignments. In the second half of 2009, work was
started tointegrate Nuon's whistle-blowing function with Vattenfall's.

The concept of the system is that all employees, managers, consul-
tants and suppliers who want to report a serious irregularity within
Vattenfall and do not wish to report it internally may contact one of
Vattenfall's external ombudsmen. Such local ombudsmen will consist
of lawyers acting according to professional discretion, and will exist in
Sweden, Denmark’, Finland, Germany, Poland, Netherlands and Bel-
gium. To the extent the informant gives his/her consent, the ombuds-
man will forward information to the local compliance co-ordinator. At
the Group level, a Group Compliance Committee has been established
and is responsible for communication and co-ordination of compliance
issues, identification of necessary actions, recommendations for better
practice and analysing whistle-blowing cases from a Group perspective.

A comprehensive disclosure of how Vattenfall is governed (with re-
spect to GRI-indicators 4.1-4.3, 4.5, 4.7-4.8, 4.10) can be found in the
2009 Annual Report and in the corporate governance section on
www.vattenfall.com.

Recommendations to highest
governance body (4.4)

The shareholder’s direct influence over the company is exercised at the
Annual General Meeting, which is the highest decision-making body
inthe company. Vattenfall AB has held open Annual General Meetings
since 2005. The reason for this is to offer not just the owner's represen-
tative but also the general public the opportunity to attend and pose
guestions to company management directly.

The Swedish government has established a separate division for
state enterprises within the Swedish Ministry for Industry, Employment
and Communications which, like other owners, governs and issues
recommendations by different means, such as:

* Nomination of the Board of Directors, which is the highest governance
body;

» Adoption of the Articles of Association, which stipulate the framework
for Vattenfall AB's operations;

» Nomination of auditors;

» Approval of principles for compensation and other employment terms
and conditions for board members and senior executives.

In order to clarify the Swedish state's view on certain issues, and to
attain unity among the administered companies, the Swedish govern-
ment has established a State ownership policy, which forms part of the
Swedish government's annual report on state-owned companies (a link
to this policy can be found in the corporate governance section of www.
vattenfall.com). The policy regulates the Annual General Meeting, the
board nomination process, the composition of the Board, assessment
of the Board's work, directors’ fees, committee work, the appointment
of auditors and the responsibility of the Board, among other things. The
policy requires Vattenfall AB to apply the Swedish Code of Corporate
Governance, however with some exceptions, as described in Vattenfall's
Corporate Governance Report.

The Swedish government has furthermore established guidelines for
external reporting, guidelines for terms of employment for senior ex-
ecutives, for the Board's Rules of Procedure and for managing certain
information-related issues. In addition, the Swedish government has
identified certain crucial policy issues concerning social responsibility
that state-owned companies shall adhere to. This applies to such areas
as equal opportunity, the environment, diversity, the work environment
and the company’srole in society.

Board processes to ensure conflicts

of interest are avoided (4.6)

No specific processes exist, however, the rules on conflicts of interest
in the Swedish Companies Act apply. For further information, see
Vattenfall's 2009 Annual Report and www.vattenfall.com.



Board procedures for management

of sustainable performance (4.9)

As stated in the Board's Rules of Procedure, the Board must annually
discuss the Group's strategic plan and the Group's total risk exposure.
At Board seminars held each year, the Board receives more detailed
information about and discusses Vattenfall's long-term development,
strategy, competitive scenario and risk management.

Antitrust issues and major disputes are reported annually to the
Board. The most important policies and instructions relating to finance,
risk and the environment (including the Code of Conduct) are to be
approved by the Board.

The Board also has an audit committee which assists the Board
onissuesregarding financial risks and reporting as well as external
auditing. The committee is thereby responsible for preparation of the
Board's work to ensure the quality of Vattenfall's financial statements.
Furthermore, the audit committee is responsible for application of the
Code of Corporate Governance. The Board's risk management process
is further described in the Corporate Governance Report and on the
corporate governance pages at www.vattenfall.com.

Precautionary principle (4.11)

To improve risk management, Vattenfall decided to implement Enter-
prise Risk Management (ERM) in 2008; its implementation was finalised
in2009. ERM is a process to identify, evaluate, control, follow up, report
and monitor risks. The ERM method enables Vattenfall's management
to handle uncertainty, risks and opportunities efficiently but also to
compare risks. This gives a better basis for decisions and increases

risk awareness and transparency throughout the entire organisation.
The Board of Vattenfall has the overall responsibility for control and
risk management. In 2009 a Chief Risk Officer (CRO) was appointed.
The CRO is responsible for Group Risk Management and reports to the
Board's audit committee. The CRO is responsible for the ERM process
and supports decision makers in managing risks and opportunities.

The business units are responsible for their own risks and report
them to Group Risk Management. Risk Management within Vattenfall is
co-ordinated in the Vattenfall Risk Committee (VRC). The committee’s
task is to ensure that the business units know their risks, to review prin-
ciples and mandates and to approve risk instructions. The committee is
also tasked with making sure that a common definition of risks is used in
the Group. Apart from the VRC, Vattenfall has local risk committees and
risk-specific committees.

Vattenfall has identified the environment and nuclear safety as
specific focus areas. To ensure development and management within
these areas, responsible persons has been appointed. Together with
their specific committees they manage these issues at the Group level.
The Chief Nuclear Officer (CNO) is responsible for nuclear safety, and
the Head of Environment is responsible for environmental risks. Both
report to the Executive Group Management, and their respective risks
are a part of Vattenfall's total risk reporting. More information about
Vattenfall's risks and risk management is provided in Vattenfall's 2009
Annual Report.

Governance and CSR management

CSRinitiatives and principles endorsed (4.12)

In July 2008 Vattenfall became a signatory to the UN Global Compact
initiative. However, since June 2002 Vattenfall has participatedin
“Globalt Ansvar” (Swedish Partnership for Global Responsibility). By
participating, Vattenfall has undertaken to support and respect the UN
Global Compact initiative and to adhere to the OECD guidelines for
multinational companies.

In February 2005 Vattenfall endorsed the Partnering Against
Corruption Initiative of the World Economic Forum (PACI) and the PACI
Principles for Countering Bribery. PACl is a private sector initiative with
the mission to help consolidate industry efforts in fighting bribery and
corruption and shaping the evolving regulative framework. Vattenfall
has endorsed numerous policy recommendations and statements con-
cerning global climate change, including those issued by the 3C Initia-
tive (Combat Climate Change) and others including the World Economic
Forum, the Climate Group, and the Corporate Leaders’ Group. Vattenfall
also participatesin CSR Europe. Further, Vattenfall participatesin
efforts to develop improved sustainability criteria for biomass, both
through the EURELECTRIC industry association and at the national
levelin Sweden and in the Netherlands.

Principal memberships in associations

and organisations (4.13)

Vattenfall AB participates in numerous associations of various kinds.
Theseinclude, among others, the 3C Initiative (Combat Climate
Change), the World Business Council on Sustainable Development, the
European Energy Forum, the Centre for European Policy Studies (CEPS)
and CSR Europe.

Furthermore, the company is a member of various standardisation
associations and stakeholder organisations, such as the International
Standards Organisation (ISO) and GRI Organisational Stakeholder.

Vattenfall AB also holds various positions in numerous industry and
member organisations. One example is the European Union of Electric
Industry (EURELECTRIC), which is chaired by Vattenfall's CEO, Lars G.
Josefsson, who was elected in June 2008 for a three-year term. EUR-
ELECTRIC collaborates with similar associations from North America,
Japan and Australia. In addition, Vattenfall is a member of national and
international chambers of commerce, national energy associations,
and generation-specific associations, such as the World Association
of Nuclear Operators (WANO), the European Wind Energy Association
(EWEA), the British Wind Energy Association (BWEA), and EnergieNed in
the Netherlands, as well as heat associations such as Svensk Fjarrvarme
(“Swedish District Heating™), and technology-specific collaborations in-
cluding the Global CCS Institute and the European Technology Platform
for Zero Emission Fossil Fuel Power Plants (ZEP).
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Stakeholders and identification (4.14-15)

Vattenfall has identified its stakeholders by mapping the impact Vatten-

fall has on certain groups, or the impact that these groups have on the

company. The following major stakeholder groups have been identified

through impact assessment:

« Society: Neighbours, citizens, media, politicians, authorities, non-
governmental organisations, potential employees, sub-contractors
and competitors

« Customers: Private customers, business and industrial customers
« Internal: Employees, employee representatives, unions and managers
» Financial: The owner (the Swedish state), capital providers

Characteristics of stakeholder relations

Main group Stakeholders Attributes and description

Society Neighbours Neighbours are people living close to Vattenfall plants and operations who are directly affected
by the company’s activities. It is very important for Vattenfall to keep an open dialogue with
neighbours, since they influence public opinion. Vattenfall meets its neighbours in face-to-face
meetings with the purpose of providing information and taking neighbours’ needs into account in
decision-making processes.

Citizens Vattenfall has animpact on citizens in all countries in which it operates, mainly as a provider of
electricity and heat, but also as an employer and taxpayer. Vattenfall is owned by the Swedish
state, which makes Swedish citizens stakeholders in the sense that they can be regarded as indi-
rect owners of the company. Vattenfall paid a dividend of SEK 5.24 billion to the Swedish state in
2009.

Potential employees Vattenfall's long-term business planning involves analyses of the company'’s future competence
needs. Mostly, the company needs people with a technical background and good commercial
knowledge to work in the core business. But there is also need for people with knowledge and
skills in such areas as the environment, IT, project management and general management.
Vattenfall's company philosophy and core values are the foundation for the corporate culture.
Itisimportant that potential and current employees share this mindset.

Media Energy is high up on the media’'s agenda. As one of the largest players in the European energy
industry, Vattenfallis in focus. The national media in all markets - including tabloids, daily news-
papers, business newspapers, radio and TV - monitor Vattenfall's development very closely.
Local media has a particular interest in Vattenfall, especially in areas in which the company con-
ducts its operations. Recently, Vattenfall has also attracted growing interest from international
business media.

Media coverage is of utmost importance for Vattenfall, since independent media have a
substantial influence on public opinion. Vattenfall maintains an open and constant dialogue with
key media to update them on developments within the company while also being available as a
knowledgeable partnerin energy-related issues.

Politicians Vattenfall interacts with politicians at the local, national and European levels. The purpose of
these contactsis toincrease general knowledge about Vattenfall and the energy industry and
thereby enhance the quality of decision-making by mutual support in terms of expertise and
knowledge. Relationships are based on respect, trust and openness.

Authorities Vattenfall maintains an ongoing open dialogue with authorities involved in the energy sector.
This is of great importance since authorities in a wide sense set the rules of the electricity market.
Vattenfall has a need to understand how authorities want the energy sector to develop, anditisin
the company'sinterest to increase the authorities’ knowledge about Vattenfall and the rationale
behind company actions. The dialogue is based openness and respect for the authorities’ over-
sight of the electricity market.

Non-governmental Itis of utmost importance for Vattenfall to build relationships with NGOs based on mutual un-

organisations (NGOs) derstanding and respect. Vattenfall conducts dialogues at European, national and local levels,
for example regarding our Carbon Capture and Storage (CCS) activities, and has partnered with
international NGOs on climate change initiatives.
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Characteristics of stakeholder relations

Main group Stakeholders Attributes and description

Customers Vattenfall has close to 7.5 million customers across all its markets. Vattenfall's ambition is to be
Number One for the Customer and to continue developing competitive price policies. Margins on
electricity trading are extremely narrow, which means that the only way to increase profitability
is to exploit benefits of scale by increasing market share.

Retail customers Vattenfall offers a variety of electricity and heat services to households in Belgium, Finland, Ger-
many, the Netherlands, Poland and Sweden. A wide range of fixed, variable and tailored pricing
options enables customers to choose the most suitable solution. In many markets, electricity with
declaration of origin is also available. Vattenfall has made a number of improvements in recent
years, such as the introduction of a Customer Ombudsman function and installing remote meters
and issuing disruption guarantees. In the Netherlands, our policies for avoiding termination of en-
ergy supply exceed the legislated requirements, and we have taken additional initiatives to avoid
termination of supply to customers with special needs.

Business and industrial Vattenfall provides the public and private industry sectors with electricity and heat, and also

customers offers avariety of energy-related services. Vattenfall caters to the specific needs of each indus-
trial operation. Electricity purchases can be combined with energy solutions and operation and
maintenance services to increase efficiency and lower costs. Vattenfallis a long-term partnerin
large-scale energy projects.

Internal Employees Vattenfall has more than 40,000 employees in total, of whom 53% are located in Germany, 26%
inthe Nordic countries, 15% in the Benelux region, and 7% in Poland.

Employee representatives Vattenfall has employee representatives in representative bodies such as the European Works
Council (EWC-Vattenfall), local co-determination bodies, supervisory boards and commissions.
Vattenfall's Board of Directors includes three employee representatives.

Financial Owner (the Swedish state) Forinformation about the owner, see the Corporate Governance section on www.vattenfall.com.

Capital providers These include bond investors, such as insurance companies, pension funds, hedge funds and
asset managers, and other lenders, such as banks and credit institutions. Vattenfall's total net
debtin 2009 was SEK 155 billion.
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Stakeholder engagement (4.16-17)

Working in the energy sector is a great responsibility, and providing
energy without any environmental and social impact would be impos-
sible. By listening toits stakeholders, Vattenfall can more easily distin-
guish challenges, opportunities and weaknesses related to its vision to
be aleading European energy company. Stakeholder information makes
Vattenfall better understand what actions to take and what priorities

with customers, business partners, governmental representatives, local
authorities and NGO representatives, dialogues with permit-issuing au-
thorities, consultations regarding environmental impact assessments,
investor meetings, annual general meetings, employee dialogues and
negotiations. Vattenfall's stakeholder interactions rely on four basic
principles: to listen, to focus onissues instead of solutions, to make
stakeholder consultation a part of the day-to-day business, and to make
sure torespond to the feedback received from stakeholders regarding

to make. Information provided by stakeholdersincludes, for example,
concerns regarding climate change, renewable energy sources, security
of supply, energy efficiency and equality policies.

Stakeholder communication is a part of daily business. Every day
numerous meetings take place between Vattenfall employees and peo-
ple with aninterest in the company’'s business and activities. Examples
of regular stakeholder communication include one-on-one meetings

information practices.

Vattenfall's stakeholder dialogue involves all stakeholders. See also
EU19 and SO1.

Examples of Vattenfall's Stakeholder Consultation during 2009 are
shown below.

Examples of Vattenfall's Stakeholder Consultation during 2009

Stakeholder
group Central level (Group) Local level (Business Groups, business units)
Society « Participationin numerous international dialogues on climate » Contacts with affected stakeholders regarding accep-
change, including the World Business Summit on Climate tance for the construction of new plants and infrastruc-
Change and the World Economic Forum. ture, e.g.the new power plant in Moorburg, new district
- Ongoing dialogue with a broad spectrum of stakeholders in heating in Hamburg and wind power parks.
the EU, such as European institutions, various non-govern- » Student relations are handled locally with well defined key
mental organisations, trade associations and think-tanks. universities, colleges and other schools and with specific
- The Annual General Meeting, which is open to the general messages for defined target groups. Special emphasis is
public. put on encouraging women to choose a technical educa-
« Direct dialogue with opinion-makers in Sweden that have an e
impact on or are impacted by Vattenfall. * Animportant example in 2009 of improved stakeholder
- Group-wide Brand Reputation Index measurement. management was the (.ZontInUOl'JS stakeholdgr consulta-
o o tion process surrounding Nuon's plans to build the Mag-
. Fubllcatlon of the CSR Report. Materlallty analyses and rank- num electricity power plant in Eemshaven in the province
ings, and stakeholder expectations. of Groningen.
» Several meetings on CCS, incl lectures on CCS, a CCS
conference and various meetings with stakeholders
+ Vattenfall “talks" in Cottbus, e.g on future lignite use
Customers » Group-wide Brand Reputation Index measurement. » Customer Satisfaction Index measurements (see PR5)
» Customer events.
Internal » The annual My Opinion employee survey. » Continued implementation of company philosophy, core
« European Works Council - dialogue with employee represen- values and Code of Conduct.
tatives. » Annualindividual development dialogues between man-
« Group-wide Brand Reputation Index measurement. agers and their employees.
- Annual management conference gathering 250 executives. * Discussion of My Opinion results and action planning in all
+ Employee events - seminars for all employees in connection LS
to Vattenfall's 100 year anniversary. * In Germany special dialogue meetings are continuously
arranged where management meets employees.
» Seminars for all employees on Vattenfall's strategy,
Making Electricity Clean.
Financial » Group-wide Brand Reputation Index measurement.
» Annual General Meeting - open to the public.
» Capital Markets Day, an event that gathers analysts, investors,
bankers and financial journalists in a dialogue with Vattenfall's
senior management on the strategic direction of the company.
» Conference calls (webcasts) with capital providers and jour-
nalists with the opportunity to ask questions. Investor presen-
tations and one-on-one meetings with capital providers.
» Annual review meetings as well as ad hoc meetings with rating
agencies (Standard & Poor's and Moody's).
» Publication of annual and quarterly reports.
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Other contribution to society

- Voluntary contributions and investments

Vattenfall strives to be a good corporate citizen, which is manifested
through various sponsorship, donation and support activities. Accord-
ing to Vattenfall's Group Instruction on sponsoring, all sponsoring
projects should include activities that are benefit society, and priority is
given to projects with extensive positive social impact. The most impor-
tant contributions are collected and aggregated at the Group level.

In 2009 Vattenfall spent SEK 213" million on voluntary contributions,
including donations. Vattenfall sponsors a variety of projects within the
areas of humanity and ethics, the environment, culture and sports, and
community. Following are some examples:

Humanity and ethics

* The World Childhood Foundation = Through the support of more than
100 projects in 14 countries, the World Childhood Foundation works to
create a brighter future for the world's most at-risk children - street
children, children living in institutions and young mothers. Vattenfall
isone of the World Childhood Foundation's major partners and active
as sponsor in all countries, where Vattenfall operates.

+ Donations of coal to centres for sick and homeless in Poland.

In Sweden Vattenfall has a sponsorship agreement with Fryshuset, a
foundation working with many projects to support young peoplein
Stockholm, Gothenburg and Malmé. In partnership with Vattenfall,
Fryshuset is conducting a tour in Sweden called Fryshusandan to
spread knowledge and experience and to award local commitment
with Vattenfall's “Energiser” prize.

The environment

» Heureka's Vattenfall Planetarium in Finland is one of the most modern
digital planetariumsin Europe. Through the co-operation Vattenfall
has the opportunity to communicate about the environment, climate
change and energy efficiency in a creative way. The planetarium hosts
approximately 285,000 visitors per year, of whom many are children
and youths.

» Vattenfall's environmental foundation in Hamburg has provided sup-
port to more than 112 projects related to environmental care since
1994,

» Through the German foundation Stiftung Lausitzer Braunkohle,
Vattenfall provides support to research and development projects,
education and environmental protection in the Lausitz region.

+ Vattenfallis a sponsor of “Clean Up the World" in Poland, a communi-
ty-based environmental campaign. In collaboration with the primary
partner - the United Nations Environment Programme (UNEP) - Clean
Up the World brings together businesses, community groups, schools
and governments in a range of activities and programmes that are
making improvements to local environments.

Nuon is the main sponsor of Natuurmonumenten (Society for the
Preservation of Nature in the Netherlands). Since 2000, projects have
beenrealised to enhance the sustainability of Natuurmonumenten's
energy management by investing in people, means and expertise to
equip increasing numbers of visitors' centres, administration offices
and excursion boats with clean energy technology.

1) Notincluding Nuon.
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Culture and sports

« Vattenfall sponsors a variety of sports activities, including sponsor-
ship of regional ice hockey, basketball, handball and football teams,
national skiteams and the Swedish Olympic Committee in Sweden.
Vattenfall sponsors events such as the Berlin half-marathon, the
"“Cyclassics" bike race in Hamburg, charity runs in the Netherlands,
and swimming competitions.

Since 2004, in Germany Vattenfall has been an exclusive partner of
the Brandenburger Tor in Berlin, one of the most famous historical-
cultural monuments in Germany.

Vattenfall sponsors the “Festival of East European film" in Cottbus,
Germany (Filmfestival Cottbus, Festival des osteuropdischen Films) .
This annual event features films from throughout eastern Europe.

For twelve years Vattenfall has arranged the Vattenfall Lesetage,

in Hamburg. It is one of the biggest literature festivals in northern
Germany, offering a wide cultural programme for adults, children
and teenagers.

Vattenfall sponsors “Vattenfall Schul-Cup”, the biggest school sport
event in Germany. Schoolchildren in Berlin, Hamburg and the Lausitz
region can take partin cross-country running, basketball, chess and
cycling.

Community

« Many of Vattenfall’s power plants have visitors’ centres, which provide
information to the public about the plants’ operations and promote
dialogue between the local communities and Vattenfall.

Inthe Lausitz region, Vattenfall provides occupational training to
apprenticesinitsin-house training centre and participatesin alocal
citizen contact group, and a co-operation agreement has been signed
with a science college in Leipzig (Hochschule fir Wissenschaft) and
University of Dresden.

In 2009, Nuon launched the Nuon Energy Foundation. The objec-
tives of the Nuon Energy Foundation are to “stimulate employees to
volunteer their time for the benefit of society and to support them
financially to that goal” and give employees opportunities to work on
different volunteering projects

Nuon has increased its efforts in the area of social work programmes
and currently has currently two social programmes. Within Step2-
Work, young unemployed individuals receive education and training
that is designed to help them regain paid employment. Participantsin
Nuon Step2Save in the Netherlands receive training and become qual-
ified as energy advisers so that they can give energy savings advice to
tenants of participating housing corporations and municipalities.

In February 2010 Vattenfall Nordic employees participated in a drive
to raise funds benefiting the children of Haiti, in the wake of the major
earthquake. Funds were donated to Save the Children.
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Environmental performance

ENVIRONMENTAL PERFORMANCE

Vattenfall manages many different energy sources and technologies,
all with different environmental characteristics and challenges. Most

of Vattenfall's operations are strictly requlated by laws, regulations,
and permits - on global, EU, national, regional and local levels. In addi-
tion to complying with regulations, Vattenfall considers environmental
performance to be a foundation for sound business development, which
improves the company's competitive position and protects the value of
current and future assets.

Vattenfall's Environmental Policy

Vattenfall's Environmental Policy, which applies throughout the
Group, states the following (extract).
Vattenfall's ambition is to be Number One for the Environment
and to be recognised for this. This means that:
» We manage our operations with openness, effectiveness and
accountability and, for each energy source and type of technology,
we strive to be best in class.

We do our utmost to choose modern, efficient and environmentally
effective technologies while making a sound assessment, balanc-
ing environment and economy when making investments.

We strive to increase our use of energy sources and technologies
that have low emissions of carbon dioxide and other emissions.

We invest in Research and Development to improve energy ef-
ficiency in our operations, in renewable and low emission energy
sources and to reduce carbon dioxide emissions from power plants
based on fossil fuels.

We have a structured and systematic approach to taking environ-
mental aspectsinto account, including setting requirements and
targets as well as performing follow-ups. We handle this as an inte-
gral part of our business management. We assess environmental,
social and ethical performance when selecting suppliers, contrac-
tors and business partners.

Vattenfall governs environmental issues at all organisational levels.
Environmental performance is a business responsibility and is de-
scribed in the Vattenfall Management System, which applies for the
entire Vattenfall Group.

Environmental goals and performance

At the Group level, Vattenfall sets long- and short-term business plan-
ning targets for reducing CO, emissions. The long-term development of
Vattenfall's generation portfolio requires significant investments, which
are co-ordinated at the Group level. At the Business Group and business
unit levels, additional environmentally related targets apply.

Environmental management system

At the Vattenfall Group level, environmental data from operations is
reported and consolidated annually in a dedicated reporting process.

In addition, reporting on qualitative issues, such as risks and incidents, is
done quarterly.

Vattenfall's Group Environmental Management System includes
annual Environmental Management Reviews where corrective actions
can be initiated. Most parts of Vattenfall have their own environmental
management sub-systems aligned with recognised standards, many of
which are certified. Thirty-three units are covered by ISO14001, seven
power plants are covered by EMAS, and eight by other recognised envi-
ronmental management systems. The certificates cover approximately
50% of installed capacity.
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Organisational responsibility for

environmental performance

The environmentalissues in focus for Vattenfall's Executive Group Man-
agement includes strategic development, long-term development and
financing, managerial principles and deviation analyses. Based on tar-
gets set by the Executive Group Management, each Business Group and
business unit has full responsibility for planning, carrying out, following
up on and developing its business. This includes taking responsibility for
environmental concerns. All organisational units are required to have
access torelevant competence to manage environmental aspects.

Environmental organisation

Vattenfall's Group Environment function manages and follows-up
environmental issues within the Group and ensures that an efficient and
competent environmental organisation is in place at the Group level to
support the organisation. The Group Environment function also moni-
tors and evaluates environmental opportunities and risks of importance
for the Vattenfall Group and the Vattenfall brand. The Group Environ-
ment function creates and supports platforms for sharing best practice
within the Vattenfall Group. The Head of Group Environment executes
the functional responsibility for environmental issues as described in
the Vattenfall Management System and is the Environment Manage-
ment Representative for the Group.

Vattenfall has an environmental committee that consists of members
representing all Business Groups and functions as an advisory function
for the Head of Group Environment. The Environmental Committee is
also a meeting place for sharing best practice and identifying cross-
border benefits from extended co-operation within Vattenfall.

Business Groups and business units have their own Environment
Management Representatives and often additional resources to handle
their particular environmental aspects.

Under the Vattenfall Group Environmental Committee, Centres of
Excellence have been established to monitor and analyse policy devel-
opments and serve as a forum for information exchange and knowledge
transfer, within Vattenfall but also externally.

In addition, Vattenfall consultants provide expertise in energy ef-
ficiency, environmental and sustainable strategies and participate in
projects and initiatives not only throughout the Vattenfall Group, but
alsoin otherindustries, thereby stimulating knowledge transfer.

Environmental risk management

Environmental risks are monitored, managed and mitigated locally in

Vattenfall. The Group Environmental Risk Management approach in-

cludes six different components:

» Environmental Debt - Established debt, in relation to existing requla-
tory conditions

» Legal & Requlatory Risk - Relating to future changes in regulatory
conditions

» Environmental Risk — Relating to future events resulting in environ-
mental damage

» Health & Safety Risk - Relating to future events with an impact on
health or safety

* Incidents - Incidents having occurred, i.e., near misses, with a poten-
tial for environmental damage

» Accidents - Accidents having occurred, resulting in environmental
damage

Environmental risks (qualitative as well as quantitative estimations
of probability and consequences) are reported and aggregated at
the Vattenfall Group level annually. Vattenfall's Group Environmental
Committee follows up and evaluates the Group's Environmental Risk
Management.



Training and awareness on environmental issues
Training is important as a foundation for awareness and environmental
work. E-learning on important environmental issues is available for all
employees. Environmental issues are included in management training
programmes.

Vattenfall's key environmental aspects

Vattenfall's key environmental aspects include energy and resource ef-
ficiency, emissions reduction, management of waste and by-products,
responsible land use and biodiversity protection.

In addition, as an energy utility with large market presence and pur-
chasing power, Vattenfall strives to ensure that its activities to improve
environmental performance also target suppliers, customers and policy
makers:

Supplier criteria are developed to ensure that UN Global Compact
standards are met in procurement. These are described in Vattenfall's
Code of Conduct for suppliers. Supplier audits are performed, and
Vattenfall may provide support to improve a supplier's environmental
work (see also HR2).

Vattenfall provides retail and industrial customers with support and
expertise regarding energy efficiency measures (see EN5-7,PR3 and
p28).

» Information on the environmental impact of Vattenfall's energy
generationis also provided, and in many markets, Environmental
Product Declarations (EPDs) are available (see EN5-7 and PR5).

Inrelation to policy makers, Vattenfall is actively taking initiatives and
entering into dialogue to stimulate the development of frameworks
needed to reduce environmental impact from energy generation while
at the same time meeting society’s need for secure energy supply.

Materials use
The largest quantities of materials used by Vattenfall are fuels for elec-
tricity generation and heat production (reported under Energy).

Other large quantities of materials include auxiliary chemicals used
mainly for flue gas cleaning, such as limestone, ammonia and urea.
Improved flue gas cleaning normally leads to increased use of these
chemicals. Use of these chemicals results in lower emissions, with con-
siderable positive effects for the environment. Long-term structural
changes leading toreliable trends can only be seen over at least a 10-
year period. The proper measurement time frame would be an invest-
ment cycle that lasts 30-40 years.

Across the Group, inventories have been taken of hazardous sub-
stances such as asbestos and PCBs, and plans have been applied to
phase out these substances. No PCB remains in Germany, Poland and
the Netherlands, but some PCB remains to be phased out in the Nordic
operations. Asbestos has been found, and phase-out is on-going. In Swe-
den, Netherlands and Poland, some asbestos still remains to phased out.

For some energy sources, such as hydro power, wind power and ocean
energy, the construction phase is where most materials are used.
Vattenfall has specified all impacts from cradle to grave in Environ-
mental Product Declarations (EPDs), which can be found on www.envi-
rondec.com.

Waste, both industrial waste and household waste, is a small but
important part of Vattenfall's fuel mix. It is used for heat production
and electricity generation, both in waste incinerators as well as in co-
combustion with other fuels. Almost 100% of the waste is from external
sources, and the use of waste as a fuel is increasing. Society strives for
efficient recovery of waste, and incineration is an effective method of
energy recovery from waste that cannot be recycled. Power plants that
have a permit to combust waste are strictly regulated in terms of flue
gas cleaning and ash management.

Vattenfall's waste incinerators are located in Uppsala, Sweden, and
in Hamburg, Rostock, Ridersdorf and Lauta in Germany. In 2009 the
waste incineration plants in Rostock and Riidersdorf were in the com-
missioning phase. In addition, co-combustion of waste is carried out
at four large lignite-fired power plants in Germany. A maximum of 5%
waste is combusted together with the lignite. Vattenfall will continue
trials and evaluations for further co-combustion. Vattenfall does not

Environmental performance

currently use waste for electricity or heat production in Poland, but
investigations regarding various options are being carried out with
support from Vattenfall in Germany and the Nordic region.

Materials used (EN1)

Materials used

Lime Other chemicals

expressed for flue gas

ktonnes as CaO Ammonia cleaning
Sweden 7.06 0.97 0.46
Finland 0.06 0 0
Denmark 20.3 4.17 22.0
Germany 905 3.90 4.45
Poland 9.91 0.0 0.0
Netherlands (incl Belgium) 12.1 3.8 0.0
Lime expressed as CaO Ammonia Other chemicals

2009 943 9.04 26.9
2008t 963 7.37 29.1
2007+ 1,020 7.78 25.6

1) These figures do not include the Netherlands.

The lower use of lime in 2009 compared with 2008 is due to decreased
fossil-based generation in Germany. Other chemicals for flue gas clean-
ing consist mainly of the dry scrubber byproduct from the Fyn power
plant in Denmark, which since 2007 is recycled in flue gas cleaning at the
Amager and Nordjylland power plants. (Fuels are reported under EN3-4)

Materials used that are waste (EN2)

Percentage of fuel that is waste
% (not including uranium)

Sweden 36.0
Finland 1.3
Denmark 0.00
Gemany 2.8
Poland 0.00
Netherlands (incl Belgium) 0.00
Percentage of fuel that is waste

2009 3.0
2008t 3.1
2007* 2.8

1) These figures do not include the Netherlands.

The use of waste as fuel has a rising trend, since using non-recyclable
waste for energy recovery is animportant service to society. A slight
reductionin 2009 is due to decreased co-firing in lignite plants.

Energy
Energy efficiency is one of the most important environmental aspects
for Vattenfall. Improved efficiency in power plants means that society's
need for energy will be met while using less resources and causing less
environmental impact per generated unit of energy. Many development
and investment programmes aim to increase energy efficiency.
Generation of heat and electricity is dependent on many factors,
such as the weather and market conditions. During cold winters, de-
mand for heat and electricity is higher, resulting in more generation,
often with higher emissions. Ina very dry year, there is less of hydro
power available, and other generation - possibly fossil-based - will
increase. Thisis also the case when nuclear power plants are not in op-
eration. The energy market is also affected by the overall economy, fuel
prices, etc. For additional information, see the 2009 Annual Report.
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Energy use (EN3-4)
Vattenfall's major energy use consists of fuels. Uranium is used in nuclear
power plants to generate electricity. Fossil fuels (lignite, hard coal, oil and
natural gas), peat, biomass fuels, blast furnace gas and waste are used to
generate electricity and heat. Electricity is also generated in hydro power
plants, wind power plants and to a small extent in solar cells.

The largestindirect source of energy consumption is electricity for
operating power plants. This electricity is derived primarily from own
generation, and data is not gathered at the Group level. The environ-

Total use of fuels per year!
%

mental impact of this electricity is accounted for through reporting of
net production. The second largest source of consumption consists

of losses in energy transfer. Electrical resistance in power lines and
transformers inevitably causes technical distribution losses amounting
toaround 6 TWh under normal conditions. Mining is the third largest
source of electricity consumption, consuming 1.2 TWh electricity from
Vattenfall's own generation, when large amounts of ground water and
overburden material (mostly sand) have to be redistributed.

Electricity generation mix per year"?
%

100 100
75 75
50 50 — — —
25 25
|| || ||
0 0
TWh 2007 2008 2009 TWh 2007 2008 2009
Lignite 149 144 140 Lignite 53.6 51.5 50.3
Hardcoal 61.6 59.3 58.4 Hardcoal 18.9 18 17.5
M Gas 12.5 12.7 13.3 W Cas 4.16 4.19 4.11
W Peat 1.08 1.32 1.38 M Peat 0.14 0.25 0.26
Waste non-biogenic 2.02 2.2 198 Waste non-biogenic 0.35 0.41 0.33
Biomass & biogenic waste 8.15 8.21 8.07 Biomass & biogenic waste 1.1 1.19 1.11
Otherincl oil 6.12 6.39 5.73 Hydro power 30.7 BEig 31.6
Total use of fuels per year 241 234 229 e ol apoey L3y L5z 171
M Nuclear power 51.5 46.2 41.5
Uranium, tonnes 136 146 140 idireriingel oy oz 0.6
1) These figures do not include the Netherlands. Total Generation excl. pumped storage 163 158 149
1) These figures do not include the Netherlands.
2) The allocation of electricity generation to fuel is a calculation based on simpli-
fied assumptions for multifuel power plants. These figures does not include the
Netherlands.
Total use of fuels per country Electricity generation mix per country!
% %
100 - 100 -
Lignite
Hardcoal
75 — S _— - W Gas i I 1 —_— |
W Peat
Lignite Waste non-biogenic
Hardcoal 50 — — Biomass & biogenic 50 — 1
W Gas waste
W Peat Hydro power
. .25 B 25
Waste non-biogenic —_— — — Wind and solar e —
Biomass & biogenic power
waste‘ » @ - || [ | Nuclee_!rpovyer @ =
Other incl oil Otherincl oil
SE Fl DK DE PL NL SE Fl DKincl. UK  DE PL NL
Total Generation excl. Total Generation excl.
pumped storage, TWh 17B885! 0.7 8.0 63.1 3.6 15.0 pumped storage, TWh 17845} 0.7 8.0 63.1 316 300

In addition, 140 tonnes of uranium was used in Sweden.

The use of lignite and hardcoal was lower 2009 due to lower electricity
demand in Germany and resulting lower production. A lower amount of
waste co-firing in lignite plants reduced both the non-biogenic waste
and the total biomass and biogenic waste use as fuels.
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1) The allocation of electricity generation to fuel is a calculation based on simpli-
fied assumptions for multifuel power plants.

Nuclear power production decreased from 2008 to 2009 due to revi-
sions in the Swedish units. The German nuclear power has not gener-
ated during 2009.



Heat production mix per year 12
%

Environmental performance

Heat production mix per country*
%

100 100
75 B
Lignite
50 Hardcoal 50 - —]
W Gas
M Peat
25 . . . Waste non-biogenic 257 | | I
Biomass & biogenic
waste
0 . 0 -
Other incl oil —_—
TWh 2007 2008 2009 SE Fl DK DE PL NL
Lignite 4.9 515 5.34 Total production, TWh 3.74 1.34 5.27 18.4 10.9 3.05
Hardcoal 20.4 20.4 209 . . . . . . A
- G:; coa 535 537 613 1) The allocation of electricity generation to fuel is a calculation based on simpli-
B Peat 075 0.84 0.87 fied assumptions for multifuel power plants.
Waste non-biogenic 0.75 0.8 0.78
Biomass & biogenic waste 4.61 4.57 4.33
Otherincl oil LIS 1.05 1.02
Total production 37.9 38.2 39.4

1) These figures do not include the Netherlands.

2) The allocation of heat production to fuel is a calculation based on simplified
assumptions for multifuel power plants. These figures does not include the
Netherlands.

Energy-efficient and renewable
energy-based products (EN5-7)

Energy efficiency and increased generation from renewable energy
sources are fundamental components of Vattenfall's environmental
strategy. Declaration of origin for electricity sales is being implemented
across the Group.

Initiatives to improve efficiency

Initiatives and activities to increase efficiency are performed across
Vattenfall's operations, and efficiency measures in power plants target
both direct and indirect energy use. Continuous improvement work is
long-term, and data on energy savings is not currently gathered at the
Group level, since measurements are very complex. Each unit strives
toincrease energy efficiency, since this has a direct impact on financial
and environmental performance, which is measured. Examples of
specific energy efficiency projectsin the Group:

» The ongoing efficiency increases in the Swedish nuclear power plants
will resultin anincreased generation of some 2.5 TWh annually.

» At the Ringhals nuclear power plant, energy efficiency measures are
ongoing to save electricity use in lighting, ventilation and heating.
The annual savings potential amounts to approximately 2 GWh.

» InSweden and Finland, a continuous refurbishment programme is
resulting in efficiency increases corresponding to the increased pro-
duction of a new hydro power plant - with the same amount of water.
Also, in Sweden, two new small hydro power plants are being built,
in Abelvattnet and Stornorrfors, and a major project in Akkats has
been started to rebuild most of the plant, including two new units for
increased production and availability.

* The new Moorburg coal-fired power plant in Hamburg, Germany, will
increase the energy efficiency of the German portfolio thanks to the
combination of heat and power generation.

In Germany, continuous improvements are being made in genera-
tion efficiency. Examples of measuresin 2009 include the start of a
test plant for pre-drying lignite, efficiency improvements at several
pumped storage plants, and improvements of heat exchangers at the
Boxberg power plant.

In March 2009, the heat accumulator at the Siekierki combined heat
and power (CHP) in Poland was put in operation. It enables the ac-
cumulation of heat during the day for distribution during the evening
and night. This has led to improved efficiency from co-generation
while at the same time meeting daytime demand for electricity. Also,

thereis less need to start up peak water boilers at night time, when
heat demand increases.

In Poland, where improvement potential remains high, investments
are being made in the electricity distribution grid to reduce distri-
bution losses, thereby improving energy efficiency and reliability.
Analogous improvement is being achieved through installation of pipe
insulation in the heat distribution network.

In 2009 two new turbines were put into operation in Poland - one at
CHP Zerari and one at CHP Siekierki. These two investments will en-
able anincrease in generation efficiency.

A number of research and development efforts are targeted at energy

efficiency, see EU8.

« Wind power is being modernised to make better use of land. An ex-
ample is Ngrrekar Enge in Denmark, where 77 small turbines were
demolished and 12 new, larger ones were erected, almost doubling the
electricity output.

« Inthe Nordic heat business unit, several thousand MWh of electricity

per year has been saved both in Denmark and Sweden through better

pump steering, changed ventilation, and other measures. Fuel sav-
ings have been achieved by optimising air flow and installing flue gas
condensation.

Vattenfall's energy consumption related to other operations than en-
ergy generation is minute compared to the generation operations. Work
targeting this consumption includes:

« Monitoring business travel and improved travel policies. In 2008, the
decision was made to offset CO, emissions from all business travel in
the Group. This is co-ordinated centrally at the Group level based on
reported travel data and was implemented in 2009.

« Improved energy efficiency in administrative office facilities.

Promoting renewable electricity and heat production

« Renewable energy is sold directly to consumers in all of Vattenfall's
main markets.

« In Sweden, customers can choose to purchase electricity with an En-
vironmental Product Declaration (EPD) for wind power, hydro power
and nuclear power.

« In Germany, electricity with declaration of origin is offered to indus-
trial and retail customers.

« Inthe Netherlands, Nuon offers NatuurStroom and Nuon GroenStroom

Continued on page 54

VATTENFALL CORPORATE SOCIAL RESPONSIBILITY REPORT 2009 53



Environmental performance

toits customers. All power offered as NatuurStroom or GroenStroom
isrenewable and originates from plants located in the Netherlands.
The total amount supplied in 2009 to consumers and small business
customers was 1,148 GWh to 310,933 customers.

In Poland, electricity with environmental declaration is offered to
industrial and retail customers. In 2009, after a marketing campaign,
the number of customers purchasing these products significantly
increased. The customers are also provided information on the CO,
emission savings achieved from switching to the product.

Vattenfall has a substantial investment programme to increase renew-
able energy generation across the Group (see p77).

Promoting customer energy savings

Vattenfall actively supports industrial and retail customersin energy
efficiency improvements. (See also page 28). Following are some addi-
tional examples from across the Group:

» Customers can get advice on energy savings at customer centresin all
countries.

Inthe Nordic region, web-based tools are provided for improving en-
ergy efficiency, and in Sweden Vattenfall participates on nationwide
TV with energy efficiency experts giving advise on efficient use of
energy on morning TV.

In Poland, Vattenfall has been promoting energy conservation by en-
couraging customers to purchase low energy light bulbs. In addition,
Vattenfall promotes and advises customers about energy conserva-
tion. For example, as part of a loyalty programme for Vattenfall cus-
tomers, special discounts are offered for appliances with low energy
consumption.

Vattenfall engineering consultants offer energy advisory services to
industrial customers, including consultation, data acquisition, analysis
and solution design.

In Berlin, Vattenfall co-operates with the charity organisation Caritas,
arranging seminars to teach unemployed people how they can save
energy and money. At the end of the seminar, the participants are able
toidentify the energy-savings potential in their homes.

Vattenfall's customer centre in Berlin offers seminars on energy sav-
ings with the aim of identifying potential to save energy in the home
and improve energy efficiency. The visitor centre also arranges visits
for school classes.

Nuon is aiming to establish a leading position in promoting energy
savings among its customers and has many ongoing initiatives. These
include the campaign “Energie is mooi. Verspil het niet” (Energy is
beautiful. Don't waste it) — an online service created to help corporate
clients monitor their electricity and gas consumption as well as give
them advice on measures to achieve these savings. Nuon is also work-
ing on development of an innovative in-house energy management
system (via a display) .The company also organised a lamp exchange
week, whereby customers could come and exchange their traditional
incandescent or halogen light bulbs for an energy -saving bulb at one
of the Nuon shops.

Nuon has a broad portfolio of products and services covering most as-
pects of energy saving for customers. In 2009, 2,931 solar panels were
sold, 16,591 high-efficiency boilers were sold/installed, 40,208 energy
labels were issued and 140,304 households received energy-saving
advice. In addition, approx. 720,000 m? of insulation was installed.
Solar boilers were also added to the portfolio, and Nuon is now looking
into insulated glass.

Nuon has the ambition to double the amount of district heating con-
nections with consumers and small business customers within ten
years and has several ongoing projects. On 20 October 2009, the
100,000th customer was connected to district heating. Nuon was also
the first supplier of district cooling in the Netherlands and continues
to expand its activity in this area in terms of volume supplied and num-
ber of customers connected.

Vattenfall also supports research and development on future use of

electricity toimprove energy efficiency in society. Following a few ex-
amples:
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» Aunique partnership has been formed with Volvo to start serial pro-
duction of plug-in hybrid cars by the end of 2012. More than EUR 100
million is invested in the project.

» Together with the city of Stockholm, Vattenfall is mobilising potential
buyers of electric and plug-in hybrid cars in companies and com-
munities in an effort to stimulate interest in early production carsin
Sweden.

» The first phase of field testing 40 MINI E electric cars by customers
has been finished with positive responses. Charging synchronised
with wind power generation will be tested as a method of managing
the varying output from wind power.

* Inclose co-operation with the city of Amsterdam, Nuon has begun es-
tablishing the first electric vehicle charging infrastructure in the city.
The goal is to have 200 charging stations installed by 2012.

Water use

Water is used in many of Vattenfall's operations. In mining, ground water
isremoved, cleaned and returned to water bodies. In combustion power
plants and nuclear power plants, water is used for cooling. Hydro power
plants affect the hydrology of rivers. Vattenfall takes a water balance per-
spective onits management of water use, considering impacts of water
withdrawal as well as discharge. Impacts of water use include temperature
changes and the impact on biodiversity in surrounding water bodies,
among others. Risks for emissions and leakages, for example of oils, into
water bodies are carefully monitored, and preventive measures are taken.

Use of water for cooling
The cooling process at nuclear power plants and combustion power plants
requires water, and cooling water is taken from rivers, lakes and the sea.
The largest amount of cooling water is used in Vattenfall's nuclear
power plants in Sweden and Germany, and most of the water is taken
from the sea. The temperature increase from discharges of cooling
water is monitored and kept within specific limits for each respective
plant. Interms of the plant’s environmental performance, the benefits
of efficient cooling radically exceed the small temperature increase
caused from discharges of cooling water into a large body of water.
Power plants with inland locations use cooling towers and thereby
significantly less water. For example, Vattenfall's lignite power plants
use state-of-the-art industrial cooling systems, with cooling towers and
closed cooling cycles, demonstrating water consumption generally less
than 2 m*/MWh.

Use of water in lignite mining

The water sources most significantly affected by withdrawal of wa-
ter are around Vattenfall's lignite mines in Germany: Janschwalde,
Cottbus—-Nord, Welzow-Siid, Nochten and Reichwalde (no mining is
currently being conducted at Reichwalde).

In 2009, approximately 411 million m? of groundwater was removed to
make fuel extraction possible. The removed groundwater is cleaned and
used to cover the freshwater requirements of the nearby lignite-fired
power plants, thereby sparing other water sources. Vattenfall's need for
freshwater is well below the amount of removed groundwater, and the
treated excess groundwater is made available to nearby municipalities
and industries. Even though Vattenfall and the surrounding municipali-
ties and industries make use of the water, most of the cleaned ground-
waterisreturned torivers and lakes.

So-called eco-water inlets are used to support protected rivers and
watercourses around the mines from running dry as a result of lowered
groundwater levels during mining. About a fourth of the extracted mine
water is used for this purpose.

To further limit the impact of lowering the groundwater when drain-
ing open-cast mines, “sealing wall” technology has been developed
by Vattenfall. Inflows from watercourses, valley plains or wetlands are
sealed off by underground sealing walls on the periphery of the open-
cast mine. To date, Vattenfall has built sealing walls 7 km and 9 km in
length along the Janschwalde and Cottbus—Nord open-cast mines,
respectively. In 2009, construction of an additional sealing wall was
started at the Reichwalde open-cast mine, and in 2010 a sealing wall will
be built at the Welzow-Siid open-cast mine.



Hydro power
Vattenfall owns and operates hydro power plants in Germany, Sweden
and Finland. In Germany, pumped storage power plants are used to
store energy from other energy sources. River regulation and reser-
voirs for hydro power and pumped storage power have an impact on
the natural water flow of rivers as well as on the surrounding landscape.
Hydro power plants have a significant impact on biodiversity in rivers
and streams, especially fish spawning grounds and the ability of fish
toreach them. For this purpose, fish ladders for salmon and trout have
been constructed on some of the requlated rivers where spawning
areas exist upstream of the power stations. Every year, Vattenfall's
Nordic operation plants 1.3 million fish in rivers and streams.

For each hydro power plant, permits regulate how flows are allowed
to fluctuate. In some cases, it is ecologically motivated to determine
a so-called instream flow, or minimum flow, to ensure a continuous
water perimeter. This means that the flow is never allowed to fall below
a set minimum level. It can be adjusted over time so that it reflects the
variations of the natural flow, but at a lower water level. A combination
of instream flow, weirs and other physical adjustments can be very ef-
fective for enhancing the conditions for aquatic organisms. The area
of suitable fish habitat increases and the flow acquires a more diverse
pattern, which benefits most aquatic life but also riverbank vegetation.
Re-creating spawning areas is another way of promoting fish popula-
tions. These measures have been performed in some of the rivers where
Vattenfall operates hydro power plants.

Total water withdrawal and discharge (EN8, EN21)
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A number of initiatives and investments have been taken to improve the
efficiency and environmental standard of Vattenfall's hydro power op-
erations (for additional information, see www.vattenfall.se):

* Mobile environmental ambulances — an emergency response system
for oil leaks in both flowing and still waters — have been developed
by Vattenfall in Sweden together with Skellefted Kraft and Statkraft.
Three such ambulances are stationed along the Skellefte River and
are equipped with absorption material, pumps, petrol generators,
inflatable dinghies and outboard motors.

Expenditures on dam safety and improvement programmes amount
to SEK 6.5 billion during the period up until 2014. Planned activities
include modernisation and improvements of construction as well as
installation of monitoring equipment.

A research programme aimed at proposing socially and economically
viable measures for improving the environmental conditions for hydro
power is currently being conducted by Vattenfall in co-operation with
Swedish government agencies for energy, fishing and environmental
protection and Elforsk, the Swedish electrical utilities’ R&D company.

A new and improved fish passage is being built at Stornorrfors, and
will be ready in summer 2010. The new ladder will improve both
upstream and downstream migration of fish past the power plant.
Alarge development project is currently studying the possibilities

to furtherimprove the conditions for fish populations as well as for
recreational fishing in the area.

At the Nordic hydro power plants, several projects are aimed at reduc-
ing the amount of oil used to reduce the risk of oil leaks. When upgrad-
ing plants, one standard measure involves replacing oil-lubricated
bearings with water-lubricated bearings. A pilot project in Alvkarleby
in 2008-2009 involved testing the use of water and glycol in the hy-
draulic systems of intake gates.

Vattenfall has conducted a thorough analysis to assess the largest streams and impacts from the use of water in the Group. This analysis has result-
edinthereporting of ten water parameters, covering both water withdrawal and water discharge.

Water withdrawal 2009

Million m?

Vattenfall

Water discharge 2009

Million m3

Sold process water 37
Evaporation 110

Clean water to water bodies 417

Treated waste water to water bodies 19

Cooling water to fresh surface water 3,560

Cooling water to sea water 8,730

Most of the water intake is used for cooling. The largest part of that is taken from the open sea and returned to the sea.

Effect on water sources and
biotopes (EN9, EN25)

Due to the diverse nature of Vattenfall's operations and large number of
sites, information on water sources, protected status and biodiversity
values of water bodies is handled locally, as it is most efficient. Informa-
tionis therefore not gathered at the Group level; however, the water use
and main sources are described in general and with examples above.

Land use and biodiversity
The nature of Vattenfall's operations, with large power plants, dams,
open-cast mines, wind farms and electricity networks, has a physical
and visual impact on the landscape. The affected areas have differing
biodiversity value, and the conservation processes and actions differ
accordingly.

Before starting new construction or major rebuilding work, envi-
ronmental impact assessments are carried out, including impacts on

Continued on page 56
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biodiversity. Vattenfall strives to harmonise operational facilities with
the landscape and the environment, and is committed to the protection
of flora and faunain the surrounding area. This is often a requirement
of the permits granted by the reqgulatory authorities to operate power
plants, and processes to obtain permits and protect biodiversity are
well established within Vattenfall. This work is done in co-operation with
national and regional authorities.

Furthermore, Vattenfall has developed the Biotope Method, an
assessment tool for quantifying the impacts on biodiversity of land and
water use. Impact assessments of Vattenfall's Nordic generation are
described in Environmental Product Declarations (these can be found
at www.environdec.com). For impacts in the supply chain, see HR2.

In Sweden, a pilot project started in 2009 whereby environmental
values are studied in the vicinity of selected hydro power plants. The
study will form the basis for assessments of the impact of various tech-
nical solutions when hydro power plants are to be rebuilt, improved or
enhanced.

Land use in protected areas (EN11)

Vattenfall's most significant land use pertains to electric distribution
corridors, power plants - especially hydro power plants — and lignite
mining operations in Germany. Due to the diverse nature of the opera-
tions and the large number of sites, information on protected status and
biodiversity values of sites is handled locally, as this is most efficient.
Informationis therefore not gathered at the Group level.

Description of impacts, protection and
management of biodiversity (EN12-14, EU13)
Land use in lignite mining

Vattenfall's lignite mining in Lausitz, Germany, is conducted in open-
cast mines, which claim land areas. The impact on the landscape is con-
siderable when the cast is open, but mining and re-cultivation of mined
areas are two phases of the same operation.

Re-cultivation planning starts during the early planning stages of
mining. The interests of authorities and business as well as the con-
cerns of the local community are taken into consideration in the early
planning. All affected stakeholders are invited to take partin the pro-
cess. (See also SO1, EU20, EU22.) All land used for open-cast lignite
mines is acquired by Vattenfall. Co-operation with potential future land
users and local stakeholders creates a solid basis for making produc-
tive use of the land after concluding mining activities. Re-cultivation
programmes aim to achieve a natural, pre-industrial landscape. The
objectiveis to allow for sustainable agriculture, forestry and water
management in the post-mining areas in combination with desirable
biodiversity, a harmonic landscape and possibilities for outdoor life.
The factors that characterise the new landscape are soil quality, land
and water distribution, and topography. Lakes are planned for the post-
mining landscape.

During the active operational period of Vattenfall's five lignite mines
in Germany, 171 km? have been claimed up until now. Land use in 2009
was 6.61km? (5.77 km?in 2008). Large quantities of land mass are
redistributed in order to enable lignite extraction from the open-cast
mines. In 2009, a total of 396 million m? of land mass (459 million m?
in 2008), mainly sand, was moved to extract 56 million tonnes (58 mil-
lion tonnes in 2008) of lignite. A total of 3.5 km? (4.2 km?in 2008) were
re-cultivated, of which 0.5 km? have become forestlands and 1.2 km?
agriculture.

In Germany, Vattenfall owns and operates 380 km of railway, used
for transporting lignite from mines to power plants. Rail is also used
to transport lime to the power plants and ash and gypsum from the
plants. The railway is connected to Deutsche Bahn at two junctions, and
Vattenfall owns and operates its own fleet of engines and wagons.

Land use and biodiversity around

electricity distribution corridors

Electricity networks also have animpact on large land areas. Overhead
transmission and distribution lines, in particular, claim significant land
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areas. In some cases though, this has a positive impact on biodiversity.
In Sweden, studies show that many rare species have found refuge
around overhead distribution grid lines thanks to the regularly recur-
ring right-of-way clearance. Sections of Vattenfall's Swedish power

line corridors have been declared “Natura 2000" areas, harbouring
rare and red-listed species. This means these areas represent valuable
natural habitats to be preserved with the help and support of the EU,
with the aim of protecting biodiversity. Special considerations are taken
when performing maintenance work in these areas.

Electricity networks claim land areas, and the length of transmission
and distribution grid lines provides an indication of the land areas used.
The lengths of Vattenfall's local and regional distribution grid lines are
411,000 km. In the cities of Berlin and Hamburg, the networks are main-
ly served by underground cables. In addition, Vattenfall has 10,000 km
of transmission grid lines in Germany, which are planned to be divested.

Power lines are a potential threat to birds. Vattenfall is taking measures
to minimise this risk by equipping power lines with devices to prevent birds
from flying into the power lines.

Land use for power plants

Power plants, offices and other buildings use limited land area. How-
ever, reservoirs for hydro power plants have a significant impact on the
landscape. Vattenfall's most significant impact comes from the large
reservoirs for river reqgulation in Sweden, involving both natural lakes
and inundated land. Inundated land area amounts to approximately 640
km?2. Storage capacity varies from a few months to more than a year; the
change in water levels of the various reservoirs varies from 2 metres

to 34 metres, and storage capacities of the reservoirs range from 300
million m*to 9,500 million m3. Vattenfall has established a number of
protected areas along the Lule River in Sweden which have proved to
harbour several rare and threatened species, protecting them from
future exploitation.

Emissions

The most significant environmental impact of Vattenfall's operations
that remains to be handled is from CO, emissions from fossil fuel com-
bustion in energy generation, both in terms of quantity and their effect
on global warming. Vattenfall believes that curbing CO, emissions will
be the overriding challenge of our time and a defining issue for the
power industry. Therefore, Vattenfall has laid out the strategic direction
of reducing emissions from energy generation by developing low CO_-
emitting technologies and reshaping Vattenfall's energy generation
portfolio during the coming 20 years.

Vattenfall has set the target to reduce emissions of CO, per kWh
in the generation portfolio. The long-term targetis a 50% reduc-
tion by 2030 compared with1990. Vattenfall's climate vision is to be
climate-neutral by 2050 (2030 in the Nordic countries). As a result,
significant investments are currently being made in viable renewable
energy sources, such as wind and ocean energy, in the development of
coal-fired power generation using Carbon Capture and Storage (CCS)
technology, and inincreased capacity of nuclear power generation. Im-
proved energy efficiency is also essential for ensuring that customers’
and society’'s needs for energy are met while at the same time reducing
emissions per kWh.

Vattenfall believes that a global framework for reducing greenhouse
gas emissions will be essential to solving the problem and has taken the
initiative to propose such a programme for curbing climate change.

Other significant emissions from Vattenfall's operations are sulphur
dioxide (SO,), nitrogen oxides (NO,) and particles. These emissions are
significantly reduced by flue gas cleaning. Small amounts of green-
house gases other than CO, , such as nitrous oxide (N,0) and methane
(CH,), are produced in boilers when any fuel is combusted. Sulphur
hexafluoride (SF,) is still used in some electrical equipment. Vattenfall
strives to reduce emissions as far as possible by using advanced tech-
nologies to keep its emission below national and regional requirements.
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compiling this report. An estimation based on a constant market share
and the total energy sector emission in the Netherlands, was used to
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Greenhouse Gas Protocol.

Mtonnes SE Fl DK DE PL NL*

CO, from electricity generation®0.095  0.059 3.60 64.6 1.92 8.3
M CO, from heat production® 0.344 0.245 2.61 297 4.06 0.849

3) Allocation of CO, between electricity and heat is based on national methods.

1) Approximately 90% of these emissions are N,0 emissions, and the remaining
10% are CO, emissions from operations, and emissions of other greenhouse
gases.
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Initiatives to reduce greenhouse

gas emissions (EN18)
Activities and investments to reduce CO, emissions include increasing
generation from renewable energy sources, equipping coal-fired power
plants with Carbon Capture and Storage (CCS) technology, and increas-
ing capacity of nuclear power. In addition, improvements are being
made to existing technology in an effort to increase efficiency, resulting
inreduced emissions per generated unit of electricity and heat.
Investments and work on reducing emissions are long-term. A funda-
mental requirement is that society’'s need for secure energy supply and
stable energy pricesis met.

Renewable energy

« In May Vattenfall decided to proceed with construction of the Stor-
Rotliden wind farm in Asele municipality, which will be Vattenfall's
largest onshore wind power project. The wind farm, which is expected
to be commissioned in 2011, will comprise up to 40 wind power tur-
bines with capacity of 78 MW, corresponding to the electricity needs
of nearly 50,000 households.

In England, construction of the Thanet wind farm continued during the
year, and with a capacity of 300 MW it will be one of the world's largest
offshore wind farm once it is completed in 2010. It is estimated that
Thanet will be able to generate enough electricity to meet the needs
of 240,000 households.

Also during the year, the Alpha Ventus wind farm outside the island

of Borkum offshore Germany's North Sea coast was put in operation.
Alpha Ventus is a development and demonstration project in which
Vattenfall has a 26.25% interest. The remainder is owned by EWE and
E.ON. Alpha Ventus is expected to meet the electricity needs of nearly
50,000 households.

The Ormonde Project, which will be operational around 2011, in Eng-
land, comprises 150 MW offshore wind generation.

Co-combustion of biomass fuels is increasing. In Poland, the aim is to
diversify the fuel mix, and approximately 5% of the Zeran and Sieki-
erki power plants' fuel source will be converted to biomass by 2011.
To achieve this goal, the existing biomass handling installation at
CHP Zerar was modernised in 2009, and a new one will be put into
operation at CHP Siekierki in the first quarter of 2010.

Starting in 2009, Heat Nordic is analysing the possibilities of estab-
lishing co-combustion of biomass with coal in the Danish power plants.
The MaxBio project deals with the how and when in shipping, process-
ing and eventually combusting wood pellets and woodchips. Fuel
switching from oil and peat in to biogenic alternatives is also proceed-
ingin Sweden and Finland.

Development of ocean energy continues and is expected to be the
next commercial renewable energy technology after wind power.
Vattenfall is co-operating in wave power pilot plants off the coast of
Norway and western Sweden. A co-operation agreement for wave
power development was signed with the Irish company Wavebob in
March 2008, and in January 2009 Vattenfall acquired 51% of Pandion
Ltd, the Irish site development company for ocean energy.

In June 2008, Vattenfall's plans for a new hydro power plant in Abel-
vattnet, Sweden, were approved by the environmental court, which
will enable construction of a new hydro power plant that will generate
14.2 GWh of electricity per year. The planned completion date is 2010.
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Coal using Carbon Capture and Storage (CCS)
Vattenfallis a leader in the development and commercialisation of CCS
technology (see also page 12)

» The CCS pilot plant in Schwarze Pumpe, Germany, has been in opera-
tion successfully during 2009 and will give valuable results for the
next steps in development.

* In2009, the construction of the pilot CO, capture plant in Buggenum,
Netherlands continued. The total investment is 40 million euro. This
project will help working towards CO, capture at the Magnum power
plantin Eemshaven, Netherlands.

» A demonstration plant is planned for Janschwalde, Germany, by 2015.
The projectis one out of 6 to be granted support from the EU.

» The earlier announced CCS demoplant at Nordjyllandsvaerket in Den-
mark has been postponed. Geological investigations will continue at
the storage site.

Nuclear power

Nuclear power generation has low emissions and plays an important role
in Vattenfall's strategy to reduce CO, emissions from electricity genera-
tionin the markets where it is accepted. Significant investments are being
made toincrease the power output in the Group's nuclear power plants,
both by increasing plant efficiency and by capacity increases, all in all
increasing the generation of low carbon electricity with some 8 TWh annu-
ally, thereby reducing environmental impact per generated kWh of elec-
tricity. In parallel, continuous efforts are being made to ensure excellence
in safety management.

Distribution

Some electricity circuit breakers contain SF6 gas, which is a powerful
greenhouse gas, to make them compact and possible to fit in confined
spaces. Where technically possible, SF6 circuit breakers are being
replaced by vacuum breakers.

NO,, SO, and other emissions to air (EN20)

Other emissions to airinclude SO,, NO, and particles, which have de-
creasedinrecent decades due to the modernisation of generation fa-
cilities and installation of flue-gas cleaning equipment. Some acquired
facilities have not yet been equipped with the latest technologies, and
work is being done to bring them up to Vattenfall's standards. In Poland
alarge-scale project of modernisation of electrostatic precipitators
was finished in 2008. The environmental effect has been a considerable
reduction of dust emissions — the actual specific emission are 50% less
than the legal requirements. In 2008 a project to install desulphurisa-
tion capacity at the Siekierki combined heat and power plant in Warsaw
was launched. The installation will result in a significant reduction of
SO, emissions. The complete installation will be ready by the end of
2011, however, already by year-end 2010 the three main boilers will be
equipped with flue gas desulphurisation. According to new legal re-
quirements for NO, emission limits, NO, reduction installations will be
indispensable in Polish power plants. Installation of NO, reduction at
CHP Siekierki is planned to take place from 2011 to 2014.

Total emissions of SO,, NO, and particles

Nether-
Thousand tonnes Sweden Finland Denmark Germany Poland lands
NO, electricity 0.092 0.12 1.31 43.0 3.05 4.30
NO, heat 0.764 0.576 1.05 1.86 6.35 0.937
SO, electricity 0.101 0.034 0.403 46.7 7.45 1.33
SO, heat 0.328 0.219 0.357 1.35 151 0.001
Particles electricity 0.005 0.007 0.156 1.14 0.255 0.049
Particles heat 0.058 0.079 0.108 0.023 0.622 0.000

Allocation of emissions between electricity and heat is based on national methods.
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WSO, heat 0.088 0163 0.068 0.073 1.39 0.000

Allocation of emissions between electricity and heat is based on national methods.
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NO, average 0.323 0.303 0.307
WSO, average 0.364 0.344 0.355

The emissions of SO, are varying from year to year depending on vary-
ing sulphur content in the lignite mines.

Environmental performance

Waste, residues, by-products and spills

Vattenfall's operations generate various types of waste and residues.
Nuclear power plants generate radioactive waste. Combustion of solid
fuels such as coal, biomass and waste generate ash and mineral by-
products, such as gypsum, which can be re-used.

Waste management

Depending on different national legislation, some of the ash generated
in Vattenfall's power plants falls under waste legislation. Vattenfall
strives to enable re-use of ash by applying quality and environmental
standards. Hazardous waste is treated according to permits and regula-
tions.

Waste from construction and the decommissioning of power plants,
distribution grids, etc., is handled according to the respective national
legislation. Vattenfall strives to stimulate re-use and recycling of con-
struction waste. Amounts of waste vary from year to year depending on
the type of operation, ongoing construction work, etc.

Most waste from Vattenfall's administrative offices, such as paper,
etc.,isrecycled. Waste from IT is handled locally by the vendor of the
equipment, or by specialised companies.

Re-use of residues, ash and mineral by-products

The burning of solid fuels and cleaning of flue gases result in large
amounts of useful ash and gypsum, which are considered as by-prod-
ucts. When ash and by-products are substituted for other materials,
it leads to less consumption of new resources. It also significantly re-
duces the amount of ash that has to be deposited. Most ash and mineral
by-products from Vattenfall plants are re-used, and increased use is
encouraged. Studies show that the risks associated with using ash as
construction material are very small. Vattenfall undertakes research ef-
forts together with the construction industry toimprove the use of ash.

The most significant by-products are ash from lignite- and coal-fired
plants, and gypsum from flue-gas desulphurisation. This gypsum is sold
to Europe's gypsum and cement industry.

Ash from lignite power plants is mainly used in the open-cast mining
area for landscaping in the post-mining environment. Ash from Vatten-
fall's hard coal combustion in Germany, Poland and Denmark is used in
the construction industry and for road construction.

Some of the ash from biomass combustion is spread in forests as
fertiliser. As biomass fuel use increases, ash from biomass fuels is also
increasing.

Discarded poles from overhead transmission lines make up a signifi-
cant quantity of waste in the Nordic distribution operation. The Swedish
distribution network alone uses approximately 1.2 million poles, most of
which are impregnated with creosote. When poles are replaced, the dis-
carded poles are used as fuel at the Ludvika Heat power plant. In 2009,
12,000 poles were used as fuel. In Poland coal combustion residues are
re-used. Most of them are used as construction material and for roads.
During 2009, Vattenfall Poland has worked towards certification of
by-products such as gypsum and ash, to facilitate the re-use of these
products.

Some ash needs stricter handling, however. Ash from waste incinera-
tionis strictly requlated. Ashis reused to the greatest possible extent,
and smaller fractions with high metal content are deposited at special
sites. Fly ash from the Uppsala waste incineration plant is sent to
Langgya, Norway for reuse as filling material.

Radioactive waste
Vattenfall operates nuclear power plantsin Sweden and Germany. It
is the operator’s responsibility to have reliable and acceptable solu-
tions for managing nuclear waste. High-level long-lived radioactive
waste, which consists primarily of spent nuclear fuel, must be carefully
shielded during handling and transportation. It takes approximately one
hundred thousand years for the radioactivity to decline to the level that
occursinthe uranium ore from which the fuel was originally extracted.
Vattenfall supports research and development on final disposal solu-
tions for radioactive waste, a process that is conducted according to
different time plansin Sweden and Germany.

In Sweden, the Swedish Nuclear Fuel and Waste Management Com-
pany (SKB), has developed a solution for a final repository for spent
nuclear fuel. SKB is jointly owned by Sweden’'s nuclear power operators.

Continued on page 60
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In 2009 SKB selected a site near the Forsmark nuclear power plant, in
Osthammar municipality, as the most suitable locality for a final reposi-
tory. The site selection was based on several factors, such as extensive
requirements on the bedrock characteristics and long-term safety,
environmental impact, supporting infrastructure and local acceptance.
The final design and licensing procedures are still to be completed.

The first spent nuclear fuel can be deposited in the final repository
by 2020 at the earliest. Meanwhile, all spent nuclear fuel in Sweden is
stored in water basins 30 metres below ground level at a central interim
storage facility in Oskarshamn municipality. Swedish radioactive op-
erational waste is stored in a final repository (SFR), which is also near
the Forsmark nuclear power plant. This is a central facility for disposal
of short-lived low- and intermediate-level waste from nuclear power
plants, industry, research facilities and hospitals. The repository is lo-
cated 50 metres undergroundin crystalline bedrock.

An expansion of SFRis planned for the handling of short-lived low-
and intermediate-level radioactive waste from the decommissioning of
nuclear reactors. This expansion is expected to be operational by 2020.

In Germany, the concept of establishing two final repositories, both in
deep geological formations, is being investigated. After initial studies,
the use of a salt formation near Gorleben for high active waste has been
explored. The exploration has still not been finalised. It was discontin-
ued in 2000 as a part of acompromise between the nuclear industry
and the German government. However, the moratorium on the Gorleben
explorations will cease in October 2010, after which development can
continue. Alternative solutions other than the Gorleben repository have
been discussed but never fully investigated on the technical/scientific
level. For Gorleben (or any other repository in salt formations), all basic
technology and tools have already been developed. In Germany the in-
terim facilities are located at the nuclear power plants and operated by
the nuclear power companies.

For low- and intermediate-level waste, with negligible heat genera-
tion, the former Konrad iron mine is fully licensed and under construc-
tion. Start of operations is now planned for 2014/15.

Costs associated with the final disposal of radioactive waste from
today's nuclear electricity generation are borne today. It has been
takeninto consideration that a significant part of the costs for the final
disposal of high-level radioactive waste is incurred many years after
production has been closed down. In Sweden, the nuclear power compa-
nies continuously pay fees to the Swedish Nuclear Waste Fund, which is
astate fund intended to cover all costs associated with waste handling
and storage, and decommissioning of nuclear reactors. In Germany,
costs associated with the final disposal of nuclear waste are to be borne
by those who produce the radioactive waste. Normally, provisions are
built up to cover the cost of handling nuclear waste and decommis-
sioning. These provisions remain within the nuclear industry, i.e., the
utilities and energy companies. These provisions are reported in the
companies' respective financial statements. See also EU9.

Spills and contamination

The risk for spills and other contamination is monitored, managed and
mitigated locally. Incidents that could possibly result in significant envi-

By-products

ronmental impact, such as spills, leaks and contamination, are reported
according to Vattenfall's Incident and Crisis Management (ICM) frame-
work , see EU21.

Toreduce therisk for oil leaks from electricity distribution operations
and transformers in water protection areas, Vattenfall has a 4-year
programme in force in Sweden to exchange pole-mounted transformers
with ground stations. Aninventory taken in 2008 shows that out of a
total of approximately 40,000 transformer stations, 1,474 are situated
in water protection areas, and of these, 200 are pole-mounted. During
2009, 82 of the 200 pole-mounted transformers were replaced with
ground stations, and the 4-year-programme is expected to be finalised
by the end of 2011.

Many of Vattenfall's facilities have been operating for a long time.
Work is under way to identify land that was contaminated during times
when environmental awareness was lower and environmental legisla-
tion was less rigorous. Contaminated land exists in the Nordic countries,
Germany and Poland. Known contaminated sites have been identified
and characterised. Action to restore such land is taken when necessary
and in dialogue with the authorities.

Monitoring programmes have been developed. For example, all
potentially contaminated sites around Vattenfall's facilities in Sweden
have been identified, and potential risks associated with the contamina-
tion have been assessed. In accordance with established programmes,
necessary measures will be adopted no later than 2010. The plan for
taking care of contaminated land is progressing on schedule.

Waste and mineral by-products (EN22)

Treatment of waste

Hazardous waste

excl.radioactive Non-hazardous waste
ktonnes Rec Dep Rec Dep
Sweden 4.46 2.17 4.11 0.67
Finland 0.08 0.03 1.40 2.21
Denmark 0.11 8.10 34.5 0.76
Germany 78.1 29.2 312 229
Poland 0.18 0.19 12.3 0.70
Netherlands 0.00 1.06 0.00 2.02

Hazardous waste

excl.radioactive Non-hazardous waste
ktonnes Rec Dep Rec Dep
2009 82.9 39.7 364 27.3
2008t 80.4 35.5 320 26.4
2007! 80.7 26.3 390 275

1) These figures does not include the Netherlands.

Waste from reclamation of old, non-operating sites in Germany has

beenincluded in this report retroactively from 2007. These volumes
where not reported in last years report. In the German figure for haz-
ardous waste approximately 70% are ashes from waste incineration.

Furnace Ash from Slag from Other
ktonnes Fly ash bottom ash biomass fuels wasteincineration Gypsum by-products
Sweden 0.0 0.0 38.7 59.8 0.74 10.6
Finland 25.7 7.13 0.0 0.0 0.0 0.0
Denmark 272 29.6 0.0 0.0 56.1 26.2
Germany 4,230 1,070 14.3 195 2,830 335
Poland 416 45.8 0.0 0.0 0.0 0.0
Netherlands 128 60.7 0.0 0.0 38.5 0.0

Furnace Ash from Slag from Other

Fly ash bottom ash biomass fuels wasteincineration Gypsum by-products
2009 4,950 1,150 53.0 255 2,880 70.3
2008! 5,180 1,160 64.2 287 2,910 77.4
2007 4,980 1,170 55.2 275 3,060 61.4

1) These figures does not include the Netherlands

The amount of byproducts is closely following the production levels in primarily the lignite and hard coal fired plants.
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Radioactive waste

Spent

Medium and Spent nuclear fuel

low-level nuclear fuel - original

radioactive  Nuclearcore -assemblies uranium

operational components taken out content

waste (m3) (tonnes) (tonnes) (tonnes)?

Sweden 484 0 185 139
Germany 29.6 0 0 0
2009 514 0 185 139
2008 3,670 0.273 206 147
2007 1,290 10.2 202 148

1) Originaluranium content is a subset of assemblies taken out

The amount of medium and low-level radioactive waste and nuclear
core components depends on ongoing projects in the nuclear power
plants and which year the waste is deposited.

Spills and contamination (EN23)

In Sweden, three oil spills into water, totalling 92 litres, were recorded at
hydropower plants in 2009. In addition, leakage to soil has occurredin a
few instances. 100 litres of waste oil leaked out in a waste handling sta-
tion at the Ringhals nuclear power plant. One spill totalling 60 litres was
recorded from hydropower and one significant oil spill was recorded at
distribution. The soil has been decontaminated after the spills.

Inthe Heinsberg industrial park in Oberbruch, Germany, the nitrogen
value in the wastewater discharge at the wastewater treatment plant
exceeded the threshold for several days. Soon after, the nitrogen values
decreased below the threshold, and they continued to decrease over
the next few days. To avoid further incidents, the aeration equipment
was completely renewed

Nuon’'s Helianthos solar film factory suffered a gas leak in one of the
deposition machines in April 2009. A new gas tank, equipped with a new
type of seal and a remote shut-off system, was installed.

Operational safety

Safetyis a fundamental aspect and basic requirement for all of
Vattenfall's operations. Adverse impact on human health and safety is
minimised through comprehensive safety work and well-established
risk management systems. Within the nuclear operations area, the
Vattenfall Group co-ordinates all safety work through the Chief Nuclear
Officer, whoreports directly to the CEO (see also EU21).

Dam safety is animportant aspect of hydro power, since a dam failure
could have serious consequences, causing substantial property dam-
age and a threat to human life. The risk of a dam failure is extremely
small, and current requirements are calculated for water flows that
statistically occur every 10,000 years. Vattenfall has invested actively
inimproved dam safety and is active in the industry’s dam safety work.
International audits indicate that Vattenfall's dam safety has a very
high standard.

Risks for incidents, contamination and significant spills are carefully
monitored, managed and mitigated locally (at the plant and regional lev-
el). Examples of risks include oil leaks from transformer stations and oil
filled cables in the distribution grid, and accidental discharges to water
from power plants (for example, from hydro power plants). Training in
co-operation with local authorities to prepare for possible incident sce-
narios is reqularly carried out in parts of the organisation. In addition,
incidents, including such where thereis a risk for environmental impact,
are handled according to Vattenfall's Incident and Crisis Management
(ICM) framework, which is applied to enhance preparedness and provide
effective and proactive ways of handling events that could lead to an
incident or crisis (see EU21).

Environmental performance

Electromagnetic fields (EMFSs)
Vattenfall is committed to comply with recommended and legal guide-
lines regarding electromagnetic fields (EMFs), see PR1.

Compliance with codes,

agreements and frameworks

Vattenfall is a signatory of the UN's Global Compact, which is the under-
lying framework of Vattenfall's overall sustainability work, and as such
it has the most important influence. Environmental law sets an impor-
tant reqgulatory framework for Vattenfall's operations, and a wide range
of legal instruments in this field are relevant for Vattenfall.

Fines and incidents (EN28)
Vattenfall has a Group-wide Incident and Crisis Management (ICM) or-
ganisation. For additional information, see EU21.

Environmental incidents and the handling of fines are regulated
under Vattenfall's environmental policy, stating that Vattenfall shall
comply with existing laws, regulations and permits and take preventive
and/or remedial action in order to reduce environmental impact as well
as make advance assessments of the environmental impact of new ac-
tivities. When accidents occur, Vattenfall acts to minimise the damage,
restore any damage caused and take precautionary measures to avoid
future incidents. On a quarterly basis, all Group functions, business
units and shared service centres report on progress in environmental
protection as well as on accidents and incidents regarding environmen-
talimpact.

In Sweden, two legal actions have been reported pertaining tore-
mediation costs for after-treatment measures to repair damage to
the environment on an industrial site. The two claimants state that ac-
cording to the Swedish Environmental Code, liability for remediation
of the polluted site still rests with the Swedish state. The liability claim
rests on the Swedish state's role as previous owner of the property and
operator of the now closed-down thermal power plant. The Ministry of
Enterprise, Energy and Communications has decided that both cases
are to be handled by Vattenfall’s Nordic operation. The likely outcome
for Vattenfall is hard to predict.

In2009, aninspection of the Siekierki combined heat and power
plant in Poland by the Environment Inspector revealed excessive noise
levels. A noise reduction project has been launched, and the investment
cost will be recognised against the potential fine.

In2009, three incidents occurred involving a wind park belonging to
Nuon. Although the incidents did not lead to any legal action, they did
attract media attention. In May, one of the rotor blades on a turbine at
the Harry van den Kroonenberg wind farm fell off. In November, light-
ning struck a blade at the Eemmeerdijk wind farm. The blade did not
fall off and was removed a week later, which was as soon as weather
permitted.

During regular inspections at the Offshore wind farm Egmond aan
Zee, vertical settlements between the foundation pile and transition
piece was discovered at some wind turbines. As a result, all of the wind
turbines of the wind farm have been inspected. Based on the outcome
of the inspection, the base of three wind turbines have been repairedin
the fall of 2009 to prevent further issues.

Environmental protection expenditures
and investments (EN30)

Vattenfall strives to take environmental aspects into accountin all de-
cision-making and investment planning. Investments aiming to improve
environmental performance are not specifically reported.

Forinformation oninvestments made in 2009 and planned invest-
ments, see page 77. For information on research and development
(R&D) spending, see EU8.
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SOCIAL PERFORMANCE

LABOUR PRACTICES

Vattenfall's employees are the backbone of its business. Their talent is
aresource comprising individual knowledge, skills and qualifications.
Inthe future, the most significant success factor for Vattenfall will be
having people with the right competence. Therefore, one of Vattenfall's
strategic ambitions is to be an Employer of Choice. This means that
Vattenfall strives to create a work environment that enables the com-
pany to attract, develop and retain people with leading competence and
promote top performance.

Human Resources Policy

Vattenfall's Human Resources Policy describes Vattenfall's approach to
five areas: culture and organisation, leadership, competence develop-
ment, work environment, and compensation and rewards.

Briefly, the policy states that “Vattenfall strives to create a work en-
vironment that attracts and develops people with leading competence
and encourages top performance. By continually developing and im-
proving our human resource work, we are recognised, externally as well
as internally, as a highly attractive employer. The human resource work
contributes to our business operations and to greater competitiveness.
We address all issues according to local practice, and our actions are al-
ways accountable and socially responsible. We facilitate change and are
constructive and open to new possibilities and models."”

Vattenfall is a signatory of the UN's Global Compact. Vattenfall is
committed to complying with the Global Compact’s principles regard-
ing responsible labour practices. The principles adhere to international
frameworks such as the core conventions of the ILO and the OECD de-
velopment guidelines for multinational companies.

Human resources goals and performance
Vattenfall's human resource performance is defined in terms of employ-
ee commitment, excellent leaders, the right competence and attractive-
ness for students.

Vattenfall's annual employee survey, My Opinion, measures a broad
range of aspects that reflect Vattenfall's company culture and em-
ployee commitment. The overall response rate in the MyOpinion survey
was 70% in 2009. We also measure our attractiveness among students
using external benchmarks.

Vattenfall's strategic ambition to be an Employer of Choice is followed
up by measuring employee commitment. In 2009 the commitment score
was 74%, compared to the target score of 72%, which was an increase

Workforce (LA1, EU17)

Average full-time equivalents'

from 2008 when the score was 70%. Commitment drivers include job
satisfaction together with company management and environment &
society. Commitment targets are part of every business unit's business
plan for the coming three years. Vattenfall's long-term target is to reach
acommitment level of high performance companies, which is 81%.

Organisational responsibility

Group Function Human Resources (Group HR) supports and assists
management teams at the Group and Business Group level in the
management of Vattenfall. Group HR has functional responsibility for
human resource issues at Vattenfall and provides expert advice on mat-
ters of importance to the company. The head of Group Function Human
Resources is also a Senior Executive Vice President and member of the
Executive Group Management.

Group HR issues directions and objectives for different areas and
provides models and tools for the local units when appropriate. The
work of Group HR is mainly performed in various national and interna-
tional projects. Most HR-related activities, however, take place locally in
the various units.

Group HR focuses on continuous improvement and value creation
by developing and providing high-performance programmes and tools,
including Talent Management, Organisational Development and Com-
pensation & Benefits.

Employment

During the coming decade, demographic changes will lead to increased
competition for potential employees, as a significant number of the
company’s employees are approaching retirement. In combination with
plans for growth and large investments, this is leading to significant re-
cruitment needs and is making the ability to attract, retain and develop
the right competence a critical business success factor.

Market-oriented salaries and benefits - including performance-based
compensation - are a prerequisite for being able to recruit and retain
competent employees. Vattenfall offers competitive salaries and ben-
efits and strives to be an employer that rewards strong performance,
identifies potential and applies flexible solutions to facilitate employ-
ees' work. Accordingly, Vattenfall offers individual and differentiated
salaries with focus on performance and potential.

Vattenfall has an international assignment process, and the number
of employees stationed abroad is steadily increasing. In view of the
company's international operations, mobility across national borders is
highly important.

2009 2008
Men Women Total Men Women Total
Sweden 6,882 2,270 9,152 6,947 2,179 9,126
Denmark 613 115 728 580 104 684
Finland 269 184 453 279 211 490
Poland 2,163 648 2,811 2,086 626 2,712
Germany 15,554 4,839 20,393 15,111 4,649 19,760
Netherlands (incl. Belgium) 2,302 710 3,012
UK 25 19 44 6 3 9
Other countries? 46 16 62 18 2 20
Total 27,854 8,801 36,655 25,027 7,774 32,801

1) Full-time equivalents (person-years) refers to all employees within the company/unit with the following exceptions, Students (Werksstudenten, Praktikanten), thesis
graduates (Diplomanden), holiday workers, staff temporary employed for less than three months, staff on leave of absence for more than 3 months, staff on sick leave
for more than 3 months (in Germany for more than 42 days). The number of person-years is the number of employees re-calculated into full-year employees. For
example 2 half-time positions are equal to one full-time equivalent. Employment categories are not defined in Vattenfall and data is therefore not divided between cat-
egories. Certain values have been adjusted compared with previously published information. Breakdown reflects where each individual is employed.

2) UK was included in other countries 2008
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Total headcount (as of 31 December)’

Social performance

2009 2008
Men Women Total Men Women Total
Sweden 7,094 2,477 9,571 6,940 2,354 9,294
Denmark 609 118 727 604 114 718
Finland 285 217 502 286 239 525)
Poland 2,215 678 2,893 2,150 643 2,793
Germany 16,500 5,576 22,076 15,956 5,269 21,225
Netherlands (incl. Belgium) 4,582 1,688 6,270
uK2 23 16 39 o = =
Other countries - - - 25 8 33
Total 31,308 10,770 42,078 25,961 8,627 34,588

1) Headcount includes all employed individuals who are working. Breakdown reflects where each company is situated.

2) UK was included in other countries 2008

The increase in the number of employees is mainly related to the acquisition of Nuon (BG Benelux). Other increases are related to safety

improvements in nuclear power and organic growth in wind power.

Subcontractors

Contract workers are used, for example, during maintenance and re-
loading of nuclear power plants, in daily operations, and to temporarily
fillcompetence gaps. These contracts are handled locally, and statistics
are not gathered at the Group level. Vattenfall does not track or calcu-
late how large a portion of the work that is performed by workers who
are legally recognised as self-employed.

Apprentices and seasonal employees are hired when needed. Consul-
tants are used both during peaks in the work load and as a source of
additional competence.

Employee turnover (LA2)

Net employment creation'

2009 2008 2007
Sweden (including residual) 277 158 52
Denmark 9 58 37
Finland -23 -19 -47
Poland 100 13 -64
Germany 851 164 -256
Netherlands incl Belgium 6,270
UK 39

1) Net employment creation consists of the net change in the total number of em-
ployees at year-end 2009. It includes units that were incorporated or divested
during the period. Data on age groups not available

Employee turnover’, %
(External recruitment/External resignations)

2009 2008 2007
Sweden (including residual) 4.5 4.3 4.5
Denmark 11.4 n/a 7.8
Finland 4.0 7.8 4.1
Germany 1.1 1.1 1.0
Poland 4.3 4.3 5.5
UK 0.0
Netherlands incl Belgium 6.4

1) Employee turnover is based on the number of employees holding permanent
employment who have left the Vattenfall Group of their own accord. Employee
turnover data according to gender or age is not gathered at the Group level.

Theincrease in the number of employees is mainly related to the ac-
quisition of Nuon (BG Benelux). Other increases are related to safety
improvements in nuclear power and organic growth in wind power.

Processes to ensure the availability of
a skilled workforce (EU14, EU15)

Ensuring the availability of a skilled workforce is one of the most im-
portant areas from a human resources perspective. During the next
decade, 19% of Vattenfall's employees will retire, which means the com-
pany must attract, recruit, develop and retain skilled employees. The
annual Competence Planning process is used to analyse the organisa-
tion's current competence status and future competence needs on the
basis of business plans. To reduce the gaps identified in the annual pro-
cess forindividual and working group training, Vattenfall arranges in-
ternal and external training, including technical training that is specific
for various complex operations, such as nuclear power (see also LA10).

Every recruitmentis aninvestment for the recruited person, the
recruiting unit and for the Vattenfall Group. In 2009 Vattenfall Group
implemented a new advanced job database. The new Job Database
ensures a single global system that offers many opportunities to search
for jobs across borders. The aim is to increase international rotation
and diversity for Vattenfall.

Vattenfall measures its attractiveness among engineering students.
Inthe Nordic region Vattenfall was ranked number 4 in 2009.

Safety training for contractors (EU16, EU18)
All contractors and subcontractors working at Vattenfall's plants and at
Vattenfall's facilities receive necessary health and safety information.
The content and the extent of instructions and training depend on the
work area and work tasks of the respective contractors and subcontrac-
tors. Preventive health and safety measures cover essential dangers re-
lated to Vattenfall's facilities, plants and processes, and are adapted to
the specific national legal requirements of the specific plant or facility.
As a part of the procurement process, suppliers, their subcontractors
and sub-suppliers sign the Vattenfall Code of Conduct for suppliers.
This includes complying with the respective countries’ health and safety
legislation and ensuring that employees have undergone the necessary
health and safety training. Vattenfall's health and safety policy, which
was updated in 2009, states that personnel of contractors shall be
treatedin the same way as Vattenfall's own employees with respect to
health and safety issues. At the same time, Vattenfall expects contrac-
tors to adhere to the Group's health and safety standards while working
for Vattenfall. Instruction and training is carried out in the decentra-
lised line organisation, and data on number of participantsis not aggre-
gated at Group level.
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Employee benefits (LA3)
Employee benefits differ between the countries where Vattenfall oper-
ates. Examples of benefits include long service awards and child birth
grants (Germany), health care (Poland, Finland, Denmark, Sweden),
compensation during parental leave (Sweden), support for sporting
activities (Finland, Sweden, Poland) and extra days off (Denmark).
Following are some differences in benefits between full-time and
temporary or part-time employees:
» In Germany, employer contributions to the company pension scheme
are not paid until an employee has served two years for the company.
Most temporary employees are therefore not eligible for such pay-
ments. A group accident insurance planisin place for exempt and ex-
ecutive staff — a service that is not provided to other employees.
In Finland there are differences in support in cases of redundancy and
parental and other leaves of absence.
In Sweden there are differences in company cars, which are regarded
as a flexible benefit.
In Denmark, all employees are offered insurance, which is regulated
by the Equal Opportunities in the Labour Market Act (Ligebehandling-
sloven). Extra days off are offered after nine months of employment.
In Poland there is no difference between part-time and full-time
employees regarding benefits.
At Nuon thereis no difference between part-time and full-time
employees regarding benefits.

Labour/management relations

The annually recurring My Opinion employee survey covers a wide
range of issues and aspects. Through My Opinion, employees have an
opportunity to express their opinions about everyday work, managers
and the company. The tool is used throughout the organisation as a
basis for action plans toimprove the work environment. Best practices
derived from the action plans are shared and become a useful tool for
management.

In addition, local actions are taken in all countries and include open-
door initiatives in which employees can meet with management, team
meetings, and forum/chats on the intranet regarding current issues of
employee interest. In 2009 the overall response rate for the MyOpinion
survey was 70%.

Collective bargaining agreement coverage (LA4)

Employees represented by trade unions, estimation

% 2009 2008 2007
Sweden 85 85 85
Denmark 70 70 70
Finland 85 85 82
Germany 70 70 70
Poland 55 44 58

Netherlands including Belgium' -

Employees covered by collective bargaining agreements, estimation

% 2009 2008 2007
Sweden 98 98 98
Denmark 44 44 44
Finland 95 96 96
Germany 98 98 98
Poland 98 92 92

Netherlands including Belgium' -

1) Data not available.
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Operational changes (LAS5)
Collective agreements and regulations regarding operational proce-
dures differ between the countries where Vattenfall operates.

» In Germany, the Human Resources department is closely engaged
in extensive restructuring processes, e.g., by answering questions
concerning labour law. Communication campaigns and change man-
agement activities depend on the complexity of the restructuring
process. Vattenfall is obligated to inform the works council in a com-
prehensive manner about all relevant company-related matters, and
the works council has the right to be consulted about specific strategic
decisions and company changes. Vattenfall acts in accordance with
the Works Council Constitution Act.

In Finland, operational changes are partly regulated by collective
agreements, but in most cases by law (Co-operation law YTL). The
time varies depending on the type and scope of the change, from days
to several months in cases of redundancy of more than 10 persons.
Terms of notice range from1to 6 months, depending on the employ-
ee's length of employment .

» In Sweden, operational changes are partly regulated by collective
agreements, but also by the Co-determination Act (MBL), and terms of
notice vary from1to12 months.

In Denmark, the handling of significant changes in operations are reg-
ulated by the Salaried Employees Act (Funktionarloven), and notices
must be given on anindividual level.

In Poland, Vattenfall generally informs unions or work councils in ad-
vance with areasonable time frame - usually 10-12 weeks in advance.
If areduction concerns more than 10% of the workforce, a special pro-
cedure needs to be followed in co-operation with trade unions.

Dutch Work Councils Act prescribes that the Works Council (repre-
senting the employees of Nuon) is to be formally consulted prior to a
decision on significant operational changes. This must take place well
before the decision is taken but has no fixed time frame. Next to that
Nuon ensures continuous deliberation through regular informal and
formal (bi-monthly) consultation.

Occupational health and safety

The protection of the health and safety of those who are affected by
our activities is an integral part of our core values. Vattenfall is commit-
ted to creating a safe and healthy working environment; this means no
injuries, no occupationalill health and no accidents. Our efforts to reach
this goal include a systematic and proactive approach to the manage-
ment of health and safety in all of our activities.

Vattenfall updated its Health and Safety Policy in 2009, which states
that no one at Vattenfall should be injured or fall ill as a result of their
work. Risks should be reduced as much as possible. No work is so im-
portant thatitis allowed to be performed unsafely. When a situation be-
comes unsafe, every employee is required to stop working immediately.

Top managementisinvolvedin health and safety work by setting and
monitoring safety goals. Vattenfall’'s managers also serve as role mod-
els by promoting health and safety-oriented behaviour.

Overall, Vattenfall follows a preventive approach and implements
best practicesin health and safety management. To promote high levels
of health and safety, Vattenfall maintains a continuous improvement
process. An accident reduction programme what was started in 2006
lowered the accident rate at work by 36% to the end of 2009.

Vattenfall works actively to improve employees' health by offering
regular health check-ups and taking preventive measures according
to national legislation. The company is active in supporting employees
with prolonged ilinesses so they can return to work.

Employee well-being and safety is measured by health and safety
indicators and by reviewing health and safety-related questionsin the
My Opinion employee survey, which measures health and safety-related
matters. The Health Index category measures employees’ mental and
physical condition. Vattenfall climbed the Health Index from 76% to
77% in 2009 (i.e., 76% of employees evaluate the category positively).
In the Safety category, questions are asked about the safety level of
the company. Vattenfall's score in the Safety category increased from
76% to 78% in 2009. It is the responsibility of every unit to evaluate My
Opinionresults and take necessary action.



Health and safety committees (LA6)

Health and safety committees are organised at the operational level.
The committees deal with local problems and provide management
with suggestions for improvements. Vattenfall's employees are well in-
formed about initiatives and programmes that contribute to safe work-
ing conditions. More than 75% of the total workforce is represented in
formal joint-management/ worker health and safety committees.

Injuries, absentee rates and fatalities (LA7)
Figures are reported from all parts of the organisation on a quarterly
basis as part of the regular reporting system. In 2007 Vattenfall set

a goal toreduce work-related accidents by 20% by year-end 2009
compared with 2006. This goal was achieved. To make this possible,
preventive measures were set up on the basis of a consequent hazard
evaluation. The accident rate decreased from 11.1 accidents per 1,000
employeesin 2006 to 7.1accidents per 1,000 employees at year-end
2009. Vattenfall will continue its work on reducing accidents. The goal
istoreduce accidents by a further 20% by year-end 2012. This accident
reduction goal will include Nuon.

Injuries, absentee rates and fatalities

2009 2008 2007
Reported accidents at work
(per 1,000 employees) 7.1 7.3 8.7
Commuting accidents
(per 1,000 employees) 39 4.5 3.9
Number of lost days per employee
due to accidents 0.1 0.1 0.1
Sick leave (%) 3.2 3.1 3.1
Work-related fatalities 3t 2° e

Figures are reported from all parts of the organisation on a quarterly basis, as part
of the reqular reporting system.Accident is defined as an acute incident that oc-
curredinthe course of work, and which resulted in personal injury. Staff accidents
includes electrical accidents. Commuting accident is defined as accidents occur-
ring during travel to or from work. Work-related fatalities include external con-
tractors. For the occupational disease rate (ODR), qualitative datais not available
at the Group level. However, occupational diseases are followed up in accordance
with national practice by the health and safety organisation and management.

1) Contractorin Finland- drowning accident at hydropower plant; Employee elec-
trocution during maintenance work; Employee in Finland - drowning accident at
pump storage plant.

2) On 23 January, a contractor was hit by a falling object during maintenance of a
high voltage cable in Hamburg, Germany. On 10 November, one employee died
inacommuting accident.

3) Employee - Electrocution during maintenance work on a 30 kV cable in Rid-
darhyttan, Sweden, 14 September; Contractor - Fall from 40 m high pylon,
Bad Tennstedt, Sachsen-Anhalt, 17 May; Employee - commuting accident in
car, Mulkwitz, Sachsen, 24 June; Contractor - fall from height, Boxberg power
plant, 7 August; Contractor - fall from height while dismantling a work plat-
form, Markersbach pumped storage plant, 28 September; Employee - crushed
between atruck and a wheel loader, Reichwalde open-cast mine, 22 November;
Employee - crushed under a transformer while replacing it, Berlin-Tempelhof,
1 Dec.

Social performance

Support regarding serious diseases (LA8)
Vattenfall's various companies have a long tradition of promoting good
health of employees and of measures to prevent incidents and serious
diseases. Accordingly, preventive medical check-ups are provided in
compliance with the national health and safety legislation in the respec-
tive countries. Employees exposed to night shift work, noise, heat, haz-
ards to eyesight, work on heights, chemicals, ionising radiation, dust,
etc., can seek medical assistance and undergo additional tests from
various specialists if needed. Employees who have been exposed to high
risks, such as exposure to asbestos, undergo regular follow-up examina-
tions to provide early diagnosis of related diseases.

In addition, various measures are offered to employees, such as back
exercise courses and health promotion events. In large parts of the
organisation, vaccination programmes for influenza and other diseases
are further elements of health protection. Medical emergency aid is an
integral part of occupational safety and health protection. Vattenfall
has a permanent first aid training programme for employees. All em-
ployees have access to individual counselling and assistance by profes-
sional social workers or psychologists. Reintegration and disability
management programmes have been established.

Health and safety and union agreements (LA9)
Health and safety are strategically important matters for Vattenfall,
and co-operation with the unions is an important aspect. Regulations
differ in the countries where Vattenfall operates. In all countries where
Vattenfall operates health and safety matters are covered by law, and
union agreements do generally not cover these issues in detail.

Training and education

Vattenfall provides opportunities for all employees to develop as profes-
sionals and individuals. There is no Group-wide policy regarding training
and education; instead, local country-specific regulations apply.

Vattenfall has two internal institutions for competence development,
Vattenfall Management Institute (VMI) and Vattenfall Business Institute
(VBI). VMLl is designed for management development and offers both
general management training as well as advanced programmes at the
strategic level for senior managers. Development programmes for
functional specialists such as financial control, HR, procurement and
communications are offered by VBI.

The Talent Management process is a holistic process designed to
define, attract, develop and retain the talent Vattenfall needs to meet
future challenges. The process includes management planning and
competence planning.

Management planning

Excellent leaders are key drivers of the company. Vattenfall has devel-
oped a Group-wide leadership model to evaluate and assess managers
and young potentials. The annual management planning process pro-
vides an overview of management capacity in the Group as well as infor-
mation to support succession planning. To ensure a high rate of internal
succession, Vattenfall focuses on early development of its leaders.
International leadership training programmes are conducted in order to
help leaders develop their ability to work under rapidly changing condi-
tions and in different cultures.

Competence planning

Ensuring the right competence is a crucial task for Vattenfall. To do

so the Group has an annual competence planning process to analyse
the organisation’s current competence status and future competence
needs. The analyses are made on the basis of business plans, and iden-
tify competence gaps. The purpose of the process is to ensure that the
organisation has the proper skill sets from both the short-term and a
long-term perspectives.

Actions plans are prepared to consider local specific needs and ensure
sufficient competence in the future. The competence planning process
covers areas such as efficiency improvements, implementation of new
technology, investments, skills development, recruitment, job rotation,
trainee programmes, demographic analyses and the use of consultants.
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Training of employees (LA10)

The company's approach to competence development is that skills de-
velopment occurs mainly during daily work and through participationin
various projects. Therefore Vattenfall does not aggregate information
about the number of training days per employee. To enhance manag-
ers' knowledge about Vattenfall's vision and strategic ambitions, the
Vattenfall Management Institute (VMI) conducts management devel-
opment programmes. In 2009, 392 managers participated in such
programmes. The number of participants in different competence pro-
grammes is presented in the table below.

According to the annual My Opinion employee survey, in 2009 73%
of employees responded that they receive enough training and oppor-
tunities for development. Every Vattenfall company that receives result
reports is responsible for analysing and preparing action plans.

Competence programmes, 2009

Target group Number of participants Days
Young Potentials 120 2
Managers 211 9
Middle 28 8
Executives 33 9
Controllers 20 6
Purchasers 20 6
Communication 20 6

Programmes for skills management
and lifelong learning (LA11)

Vattenfall offers various training programmes to make sure that em-
ployees have the skills necessary to maintain high performance and
fulfil the company's strategic ambitions as well as to facilitate personal
development and life-long personal learning. Several assistance pro-
grammes to support employees who are retiring are in place.

Skills management and learning

Yes No
Internal training courses X
Funding support for external training
or education X

Sabbatical periods with
guaranteed return
Pre-retirement planning for

X (Germany) X (Nordic)

intended retirees X (Nordic) X (Germany)
Retraining for employees intending

to continue working X
Severance pay (individual) X

Severance pay that takes age

and years of service into account X

Job placement services X

Assistance when retiring X

66 VATTENFALL CORPORATE SOCIAL RESPONSIBILITY REPORT 2009

Performance and career

development reviews (LA12)

Reviews on performance and career development are important ways
of ensuring that Vattenfall's work environment and competence devel-
opment objectives are met. Following is a summary of results from the
My Opinion employee survey:

Performance and career development reviews

Sweden

90% of employees responded that they have had a detailed discussion
to clarify their job objectives, and 67% said that their manager has giv-
en feedback related directly to their performance and improvements.

Finland

84% of employees responded that they have had a detailed discussion
to clarify their job objectives, and 63% said that their manager has giv-
en feedback related directly to their performance and improvements.

Denmark

91% of employees responded that they have had a detailed discussion
to clarify their job objectives, and 72% said that their manager has giv-
en feedback related directly to their performance and improvements.

Germany

74% of employees responded that they have had a detailed discussion
to clarify their job objectives, and 56% said that their manager has giv-
en feedback related directly to their performance and improvements.

Poland

90% of employees responded that they have had a detailed discussion
to clarify their job objectives, and 81% said that their manager has given
feedback related directly to their performance and improvements.

Diversity and equal opportunity
Vattenfall's Human Resources Policy states the company's view of di-
versity and equal opportunity as well as its importance (extract):

“We strive for diversity in teams and units in regards to gender, age,
background and experience, enabling employees from different units
and of different nationalities to work together™.

The policy relates to Vattenfall's ambition that the workforce should
reflect the societies in which the company operates. Vattenfall is set to
create the same possibilities and rights for all employees, and establish
diversity as a natural part of operations.

Goals and activities to improve diversity:

Diversity Goal Actions

Ethnic back-  Vattenfallwill ~ Partner company in the Diversity

ground mirror society  Challenge, a programme for newly
in terms of graduated, offering advantages to
ethnic back- women an people with animmigrant
ground. backgroundin the recruitment

process. Vattenfall offered two in-
ternships in Sweden in 2008/2009.
Focus onrecruitment process to
ensure possibilities for people from
diverse backgrounds to apply and
succeed with their application.

Age Obtainamore  Use output from the competence
balanced age planning process as a basis for stu-
structure at dent relations activities, knowledge
Vattenfall. transfer programmes and general

competence development.

Gender Attain an Focus on gender diversity in the

equal ratio of
female manag-
ers tofemale
employees,
see LA13.

succession planning and manage-
ment planning processes as well
as in competence development
measures.




Composition of governance bodies (LA13)
Composition of governance bodies, %

Group level
Group functions
Sweden
Denmark
Finland
Germany
Poland
Netherlands incl. BE
UK

0 20 40 60 80 1(;0

B Women Men

Women Men
Group level 1 9
Group Functions 9 23
Sweden 28 73
Denmark 1 6
Finland 1 2
Germany 2 94
Poland 5 19
Netherlands incl Belgium 11 27
UK 0 1
Total 2009 58 264
Total 2008 42 210
Total 2007 33 211

The numbers refer to end-of-year figures. Categories: Group level - Board of Di-
rectors (appointed by AGM) and Executive Group Management. Group functions

- Managers within Group functions. Country level - Business Group management,
business unit management and company presidents. Data on age groups is not
available. Data on minority groups may not be collected by law.

Ratio of salaries of men to women (LA14)
The ratio of salaries of men to women differs between the countries
where Vattenfall operates:

» InFinland, women's salaries are about 88% of men's, but in similar
positions they are nearly equal.

» In Sweden, womens salaries are about 90% of men's, and in the man-

agement category, women's salaries are 91% of men's.

In Denmark , women's salaries are an average of 74% of men's, rang-

ing from 65%-95%, depending on education, age, employee cat-

egory and seniority.

Inthe Polish energy sector, women's salaries are about 85% of men's

salaries. At Vattenfall, the percentage varies between 72% and 100%,

depending on the tariff category. The differences are mainly the

result of many men working in shifts, for which they have additional

allowances. However, when comparing non-shift positions, women'’s

salaries range from 85% to 96% of the level for men.

In Germany and at the Netherlands (Nuon), no gender breakdown of

salary data s collected. Salaries are based on tariffs/standard job
scales.

Social performance

HUMAN RIGHTS

Vattenfall conducts its business in regions where rules and regulations
governing basic human rights have a long history and are well estab-
lished. For example, working conditions, freedom of association, and
bans on forced labour are regulated not only on a constitutional level
but also on a more detailed level.

Many human rights issues are also monitored by various authorities,
unions and non-governmental organisations. Vattenfall will always
adhere to laws, regulations and good practices that are in accordance
with human rights, regardless of region. These human rights issues are
handled as a normal, day-to-day part of business within the general
management framework. Although Vattenfall conducts its business in
regions with well-established requlation, there is a risk for human rights
violations within the supply chain. Vattenfall therefore works actively
with compliance in the supply chain.

Policy

Vattenfall's position on humanrights issues is expressed in the Code of
Conduct, the Code of Conduct for suppliers, the Human Resource Policy
and by commitments under the UN Global Compact.

Code of Conduct

Inspring 2008 Vattenfall updated the Code of Conduct. The process
was completed in spring 2009, when the Code was implemented.
The Code covers compliance topics related to legal requirements

(business ethics) and Corporate Social Responsibility topics (e.qg.,

people and environment):

+ Sustainability - We work to provide energy solutions that support
the sustainable development of society and have as little impact on
the environment as possible.

» Customers and suppliers - Vattenfall takes responsibility along the
whole value chain with regard to customer needs, fair competition
and setting standards for suppliers.

» People - Our employees are empowered to develop to their full
potential - with equal opportunities for all.

» Culture and values — Our core values — openness, accountability
and effectiveness - are the foundation of our work and form the
shared basis for an integrated, international Vattenfall.

» Business ethics — Employees comply with all laws, rules and regula-
tions as applicable at their workplace, as well as with internal in-
structions and policies.

» Health, safety and security — The safe operation of our plants and
facilities is the precondition for protecting our employees’ health
and the general public = securing the energy supply.

+ Communication - We strive to share information openly and always
have a proactive dialogue with our stakeholders.

Global Compact

Vattenfall joined the UN Global Compact initiative as a business partici-
pantin July 2008. However, since 2002 Vattenfall has supported the
Swedish government’s “Globalt Ansvar” initiative (Swedish Partnership
for Global Responsibility), thereby committing to adhere to the United
Nations Global Compact and the OECD’s guidelines for multinational
companies.
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Investment and procurement practices
As the fifth-largest generator of electricity in Europe and the largest
producer of heat, Vattenfall sources substantial amounts of fuel as well
as several billion euros of material and services to operate its business.
To be perceived as a Benchmark for the Industry, Vattenfall must en-
sure that procurement is handled in a responsible manner. Regardless
of whether the company is mining lignite in own operations, purchasing
other fuels through a partner or contracting a partner to perform main-
tenance in power plants, Vattenfall sets high standards.

Several strategies, programmes and policies have been adopted to
manage these issues:

« In September 2008 Vattenfall adopted a group-wide Code of Conduct
for suppliers, which makes the UN Global Compact the basis for the
minimum requirements made on all suppliers.

To make sure that all suppliers accept the Code of Conduct for sup-
pliers and live up to the minimum standards, Vattenfall's Group
Procurement has developed a solution where all suppliers are asked
to go through a qualification process. The process is managed in the
Vattenfall Supplier Bank, a web-based solution that can be accessed
via Vattenfall's website. The Vattenfall Supplier Bank solution is grad-
ually being rolled out across the Vattenfall Group. At year-end 2009,
around 3,000 suppliers had accepted Vattenfall's Code of Conductin
the Vattenfall Supplier Bank.

In 2009, the Code of Conduct for suppliers was included as part of new
or renegotiated contracts.

Vattenfall reviews compliance with the Code of Conduct for suppliers
on case-by-case basis, also in order to help suppliers to develop. One
example of this is the on-site audits of fuel suppliers against the Code
of Conduct for suppliers/UN Global Compact.

Human rights screening (HR 2)

Vattenfall's Group-wide Code of Conduct for suppliers is based on

the UN Global Compact and has been communicated to thousands of
suppliers andincluded in Vattenfall's agreements with them since the
beginning of 2009. Hundreds of employees in procurement have been
trained. (Described in “Investment and procurement practices” and
HR3.)

Therisk assessment of nuclear fuel and hard-coal suppliers has led
Vattenfall to pay continuous on-site visits to suppliersin these areas in
order to conduct audits against the Code of Conduct for suppliers. The
number of audited fuel suppliers is steadily increasing. For biomass,
supplier criteria are being developed.

To date 55% of Vattenfall's significant suppliersin all stepsin the
nuclear fuel supply chain have undergone human rights screening,
which is a documented procedure for auditing suppliers’ policies, com-
munication and implementation of practices in order to respect and
support human rights. Each year two to four audits are performed of
suppliersin the nuclear supply chain. These audits also cover other as-
pects of the UN Global Compact, such as labour standards and environ-
mental impact. Since 1July 2008, all new nuclear fuel contracts include
aclause on compliance with the principles of the UN Global Compact.

To date 6.5% of Vattenfall's hard coal suppliers” have undergone
auditing against the ten principles of the UN Global Compact. This share
decreased from last year, mainly due to the fact that coal suppliers of
Nuon (which was acquired by Vattenfall in 2009) are now included in
the calculation. Since the suppliers that were audited are large suppli-
ers to Vattenfall, another way to look at this is to calculate the audits in
relation to the amount of coal purchased. Accordingly, “audited coal”
represents17.9% of the total amount of coal purchased in 2009. Since
the start of 2007 Vattenfall has included a clause on compliance with
the UN Global Compact in nearly all hard-coal contracts, and in 2010
two suppliers will be audited based on arisk assessment.

In 2009 a few pilots for reviewing other kinds of suppliers on their
compliance with the Code were conducted. The pilots for so-called CSR
reviews were on goods manufactured in Southeast Asia, both in energy
sector-specific products andin simpler indirect products where the

1) "Hard-coal suppliers” are the suppliers of hard coal purchased for Vattenfall's
own activities and excluding coal from trading activities.
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risks were deemed as high. The pilots turned out to be very effective

in discovering areas of improvement among the suppliers. As a result,
Vattenfall will conduct CSR reviews more extensively among suppliers
inthe future, especially in Group-wide contracts and in product catego-
ries where the risks are high.

Human rights training (HR3)

All Vattenfall employees are obligated to know and act according to
Vattenfall's Code of Conduct, which contains basic information about
human rights. The Code of Conduct is part of the management system
and is available to employees via the company’'s intranet.

Vattenfall carried out compliance seminars for all purchasers at
Vattenfall during the period autumn 2008-spring 2009. The seminars
include training on the Code of Conduct for suppliers/UN Global Com-
pact. Data on number of hours is not collected.

Non-discrimination

Vattenfall does not tolerate any form of insulting behaviour or harass-
ment at work or in work-related situations. Everyone is to be treated
with respect. This applies to all areas, including recruitment, salary,
benefits, work environment, education, promotion and leadership. It
also applies not only to employees, but to all people in contact with
Vattenfall, including customers and potential employees in the recruit-
ment process. Each and everyone in contact with Vattenfall should
always be treated with respect regardless of his or her background and
traits.

Vattenfall's policy is to offer equal opportunity - Vattenfall strictly
condemns every act of discrimination — concerning all situations in
working life and beginning with the recruitment of personnel. Allem-
ployees and applicants shall have equal opportunities regardless of
their ethnic background, age, sex, religion, political opinions, national or
social origin or any other factors. We strive to enable employees from
different units and of different nationalities to work together.

Discrimination incidents (HR4)
No cases of discrimination were reported in 2009.

Freedom of association and collective bargaining
Freedom of association and
collective bargaining (HR5)

Inthe regions where Vattenfall operates, freedom of association is both
constitutionally guaranteed and governed by a number of specific laws.
These laws are adhered to throughout our organisation.

Nordic countries: Freedom of association is guaranteed by Swedish
and Danish law. Finland's constitution guarantees everyone funda-
mental rights and general freedom of association. In Vattenfall's
Nordic operations, both the companies and employees utilise their
freedom of association.

Germany: Article 9 of the German constitution ensures freedom of
association and collective bargaining and provides the legal basis

for union and employer association. Furthermore, the constitution
guarantees that all attempts to restrict or interfere with this right are
declared void and illegitimate.

Poland: Trade unions have freedom of association and collective bar-
gaining in Poland. This is described by the Trade Unions Act, which is
part of Poland's labour law. Collective agreements and social funds
have to be negotiated with the trade unions.



Preventing child and forced labour

Inthe regions where Vattenfall operates, the use of child and compul-
sory labour is prohibited by a number of specific laws. These laws are
adhered to throughout the organisation.

Preventing child and forced labour (HR6-7)
Vattenfall opposes all forms of child labour and forced and compulsory
labour. Vattenfall considers forced and compulsory labour to be con-
trary to the Group's core values and the Code of Conduct as well as to its
commitments under the UN Global Compact.

When Vattenfall employs minors for summer jobs, apprenticeships
and so on, thisis done in accordance with national legislation that gov-
erns the type of work minors may perform and their working hours,
such as only allowing for safe work with limited working hours during
school holidays.

Complaints and grievance practices
A Group-wide whistle-blowing system is being implemented; see also
“Governance of CSR", page 44.

Indigenous rights

Vattenfall's operations have both natural and cultural environmental
impacts. Mainly two indigenous and minority groups are directly af-
fected, the Sorbs in Germany and the Samis in the Nordic region.

The Sorbs are a minority group who live in eastern Germany in areas
where Vattenfall has considerable operations. Vattenfall subsidises
the Sorb organisation Domowina in eastern Germany, to support and
preserve the Sorb culture. Domowina and Vattenfall want to strengthen
their existing constructive co-operationin the future. A milestone was
reachedin 2007, when representatives from Domowina and Vatten-
falladopted a joint declaration in which Vattenfall has expressed its
support of the Sorbian populationin the mining regions by ensuring
the preservation of their social and ethnic identity. Initiatives include
promotion of the Sorbian language, economics and tourism, support of
Sorbian media, traditions and art, and documentation of Sorbian his-
tory and development.

Innorthern Sweden, Vattenfall operates several hydro power plants.
The Samis, an indigenous population of formerly nomadic, reindeer-
herding people, have inhabited the northern parts of Norway, Sweden,
Finland and Russia since ancient times. The Samis are an ethnic minori-
ty in Sweden today, with their own language and a rich cultural tradition.

Vattenfall's hydro power expanded from the beginning of the 20th
century until the 1960s, and naturally, the building of hydro power
plantsinthe northern parts of Sweden had animpact on reindeer hus-
bandry. Vattenfall is engaged in a continuous dialogue with Sami com-
munities, as with all stakeholder groups. A large number of mitigation
programmes have been initiated and sponsored by Vattenfall, including
construction of alternative crossing routes for reindeer herds.

In addition, Vattenfallis helping to preserve Sami cultural heritage
by supporting cultural projects, such as sponsorship of the Ajtte Sami
Museum in Jokkmokk, as well as other small-scale cultural preservation
projects. A more organised dialogue between Sami villages affected by
hydro power and Vattenfall is currently being developed.

Guidance on dealing with indigenous groups is provided for in Vatten-
fall's Code of Conduct as well as through adoption of Global Compact
Principles.

Social performance

IMPACT ON SOCIETY

Energy is a basicrequirementin modern society. Vattenfall serves soci-
ety by delivering the energy needed to make society work and become
prosperous. Vattenfall also plays animportant role in society as an em-
ployer and business partner, and corporate citizenship is emphasised
in markets where the company operates. Vattenfall's responsibility is
to contribute to sustainable development of society while providing
energy solutions that meet customers’ —and thus society's — needs.

All activities are guided by Vattenfall's core values:

« Openness: “We actively seek a dialogue on our performance with
our employees and colleagues as well as with the outside world. Our
business is not only transparent in a passive way, we also actively in-
vite people to be part of decisions and are open to adapt to and drive
changes in our markets and society."”

Accountability: “We take responsibility for everything we do. Taking
responsibility and being accountable is one of our ways of building
trust.”

Effectiveness: “We strive to do theright things in the right way. This
goes beyond mere process-related efficiency. It is not only important
what we do, but also how we do it.”

Policy

Vattenfall has no specific, formal framework for managing societal in-

teraction and support. Instead, it relies on several principles and tools,

for example:

« The company's philosophy, Business Ethics Principles and Code of
Conduct. High ethical standards must be maintained in all actions and
in all contexts.

« Vattenfall has formed surveys stakeholders’ expectations and opin-
ions. This forms a basis for operational and reporting matters, such as
forimproving this report.

« Vattenfallis a signatory to UN's Global Compact.

« The World Economic Forum's Partnering against Corruption Initiative
- Principles for Countering Bribery (the PACI Principles).

Impact on society - goals and performance
Vattenfall tracks its performance through customer satisfaction mea-
surements and reputation monitoring.

Customer Satisfaction Index
Vattenfall has set a customer satisfaction target to measure success.
For more information on CSlI, see indicator PR5.

Vattenfall Reputation Monitor

Vattenfall is interested in how society perceives the company and in
people's opinions about the company, and strives to continuously im-
prove stakeholder relationships. One important tool for collecting feed-
back from all stakeholder groups is the annual Vattenfall Reputation
Monitor (VRM), which measures awareness, reputation and preference
of Vattenfall - among many other parameters - and through statistical
simulation suggests actions areas for improvement.
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Organisational responsibility

Organisational responsibility for managing societal impact and interac-
tion follows the reqgular governance structure. Organisational responsi-
bility for managing the impact of operations (including sponsoring and
donations) is handled by the respective business units. However, some
of these tasks are centralised or managed in co-operation with Group
functions.

With respect to community and public policy development, a sepa-
rate organisation exists within Vattenfall — Vattenfall Public Affairs,
under Group Function Communication. This is a wide-ranging function
that co-ordinates Vattenfall's positions on key issues and is the direct
link to Vattenfall's owner — the Swedish state. Public affairs functions
exist in every country in which Vattenfall operates. The Group Public
Affairs function co-ordinates activities between countries. Activities
are conducted in close co-operation with Vattenfall's European Affairs
Office in Brussels.

The most senior position in public policy matters is the Head of Group
Function Communication, who is also a vice president of the company
and member of Executive Group Management.

The General Counsel of the Vattenfall Group (whois also Head of
Group Function Legal Affairs) co-ordinates the instructions and follow-
up of measures to prevent corruption and anti-competitive behaviour.
Itis the responsibility of each manager in the line organisation to en-
sure compliance (e.g., by implementing local instructions) and to report
on this compliance. The line organisation also reports all major disputes
to Group Function Legal Affairs regularly and on specific cases.

Training and awareness

Vattenfall's managers and employees throughout the Group carry on a
continuous dialogue with stakeholders in society. Vattenfall strives to
improve communication skills at all levels of the company, for example
through media training and workshops.

Effective and fair competitionis vital to ensure market efficiency.
Competition rules are important tools serving this purpose. To increase
awareness about competition law issues throughout the group and to
give acommon basic understanding of the rules and how to comply with
them and internal Vattenfall policies and rules, in 2005 Vattenfall initi-
ated the Vattenfall Antitrust Compliance Programme. The Vattenfall
Antitrust Compliance Programme includes training on competition law
and anti-corruption.

The Vattenfall Antitrust Compliance Programme has not yet been im-
plemented in the new Business Group Benelux, which is why an aware-
ness programme on competition compliance was held for the employ-
ees of BG Benelux instead of the one-day interactive session included in
the Vattenfall Antitrust Compliance Programme.

Community

Access to energy is a prerequisite for the function and development of
society. Vattenfall's responsibility as an energy company is to provide
energy solutions that meet customers’ and society’s needs. Vattenfall
strives to manage the impact of its business in a responsible way, bal-

ancing the needs of different stakeholders.

Itisimportant for Vattenfall that the people living in the vicinity of
the company's operations are not affected more than necessary. Re-
gardless of the type of impact the operations may cause, Vattenfall as a
company tries to be as receptive as possible to the needs and demands
of affected stakeholders. Vattenfall has therefore established process-
es tointeract with communities when planning for new operations. This
isto ensure that everybody has an opportunity to have their say and
suggest possible improvements.

Including stakeholders in decision-

making processes (EU19)

Vattenfall's stakeholder dialogue is conducted on many levels through-
out the Group, centrally at the Group level as well as at a local opera-
tional level. Vattenfall has identified its stakeholders by mapping the im-
pact Vattenfall has on certain groups, or the impact that these groups
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have on the company. Stakeholders are involved in many decision-mak-
ing processes, especially changes affecting the specific stakeholder
group, such as people living in the vicinity of the company's operations.
For additional information, see also Governance of CSR, 4.14-15 and
4.16-17 and national websites.

Managing impacts of operations and
displacement (SO1, EU20, EU22)

Resettlement and mining operations

Vattenfall's lignite mining operation in Germany has a direct impact on
communities, and several small communities have been resettled as a
consequence. In 2009 six people were resettled, while larger resettle-
ments are planned for the future. For this purpose, a formalised socially
acceptable resettlement process is used for all lignite mining operations
to ensure that Vattenfallis a Benchmark of the Industry by handling

the issue with great care and respect. The resettlement programme in-
volves all aspects, from financial compensation to preserving the social
structurein the village. At the beginning of the resettlement process an
assessment is performed which involves all citizens. The assessment
results in a specification of social requirements (Soziales Anforderung-
sprofil, SAP). The resettling community and Vattenfall then sign specific
resettlement agreements that address the following points:

» Theaimis for allinhabitants to move to a common location together.
New villages are connected to existing communities. If there is no
access to services (e.g., schools, utilities, healthcare) in the existing
community, new institutions are built. In this way both communities
benefit.

Theresettlers are included in the overall process of resettlement and
are involved in shaping it. The resettlers are part of a working group
together with Vattenfall and the county. As part of this working group,
the resettlers are fully involved in the complete process of resettle-
ment. It is the resettlers who decide on the new location, usually by
choosing from among up to five different locations. The next step
isthat all resettlers are given the opportunity to choose their new
place of property and direct neighbours. Furthermore, all residents’
requests and suggestions are considered, such as clubs and social as-
sociations of the resettled and the new communities.

The affected villages are developed and preserved until the time of
resettlement.

Property owners are compensated on the basis of their existing prop-
erty by providing them with adequate family-based replacement prop-
erty with no need for new funding.

A tenant action concept provides a number of guarantees, including
acceptable rentsin apartments at the resettlement location.

Small businesses are preserved and continued.

Community life in clubs and associations is kept functioning and is
supported. The resettled community has all necessary infrastructure
to conduct social activities, sports or other recreational activities,
including stadiums and community centres. Items of cultural heritage,
such as historical monuments or buildings, are transferred to the new
location. Furthermore, funds are raised to support social and sports
activities, events such as anniversaries and local traditions, social
work and economic development.

For the move itself, an action concept is drawn up together with the
resettling and the absorbing communities.

» The moveis carried out in the shortest time possible.

Three villages have been resettled since 2001, and there are plans to
resettle one more village in 2013.

Resettled villages

Year Village Resettled inhabitants
2001 Geisendorf 45
2003 Horno 350
2006 Haidemihl 650
2009 parts of Trebendorf 6
2013 parts of Trebendorf/Schleife 260




Preventing corruption and bribery

Vattenfall works against corruption in all forms, including extortion and
bribery. Vattenfall's business ethics principles state that no employee
may offer or receive improper benefits or benefits that may be regard-
ed asimproper remuneration in order to obtain, retain or direct busi-
ness orin order to secure any other improper advantage in business
conduct. Such prohibited benefits (bribes, etc.) include cash, items,
pleasure trips or services of another nature.

The key to anti-corruption work at Vattenfall is to educate all man-
agers and others with extensive external contacts on all levels of the
organisation about internal and external rules and, for management,
to ensure compliance with these rules. Given this, Vattenfall offers
training on anti-corruption within the Vattenfall Antitrust Compliance
Programme.

Moreover, Vattenfall has signed an anti-corruption initiative launched
by the World Economic Forum in co-operation with Transparency In-
ternational and the Basel Institute of Governance. Vattenfall thereby
supports “Partnering against Corruption - Principles for Countering
Bribery" (the PACI Principles), derived from Transparency Interna-
tional's Business Principles for Countering Bribery. Adherence to the
PACI Principles means adopting a zero-tolerance policy on bribery and
acommitment to develop a practical and effective internal programme
forimplementing this policy. More information about the PACI Prin-
ciples and definitions can be found at www.weforum.org. In May 2006,
Vattenfall also became a Principal Corporate Member of Transparency
International Sweden, part of an anti-corruption network headquar-
teredin Berlin. Vattenfall has a zero-tolerance policy regarding the giv-
ing and accepting of bribes, and it also expects its suppliers to respect
this position. With respect to Vattenfall's suppliers, Vattenfall's Code
of Conduct for suppliers has been adopted and shall form a part of all
agreements with suppliers.

Risks related to corruption (S02)

The business unit management is required on an annual basis to con-
firm that the relevant Group and Business Group instructions that
provide guidelines for the use of benefits and gifts have been complied
with. This confirmation is a part of the general risk reporting of the
Vattenfall Group. All operating units within Business Group Nordic and
Business Group Central Europe are part of this reporting.

Anti-corruption policies, procedures
and training (SO3)

Training in antitrust compliance and anti-corruption policies has been
conducted since 2005 within the Vattenfall Antitrust Compliance Pro-
gramme. All managers and other employees with extensive external
and competitor contacts are required to participate in at least one anti-
trust compliance seminar orin a similar education programme. It is the
responsibility of each business unit to decide which staff to educate.

In2009,182 employees participated in a seminar within the Vatten-
fall Antitrust Compliance Programme, and by year-end a total of 1,311
employees had completed the training within the Vattenfall Antitrust
Compliance Programme. In addition, in 2009 approximately 400
employees in Germany participated at an anti-corruption seminar ar-
ranged internally but outside of the Vattenfall Antitrust Compliance
Programme. A percentage of employees trained is not calculated as not
all employees have work tasks that require this.

Actions against corruption (S04)
No incidents of corruption or actions against corruption were reported
during the year.

Public policy

The energy sectoris a complexindustry that is highly dependent on
public policy and political decisions. Being a large energy supplier,
Vattenfallis an important actor in society and actively participates
inthe public debate and democratic process. For example, one major

Social performance

challenge that society and Vattenfall faces is toincrease generation
from renewable energy. A number of factors must be taken into account
when planning for new energy, such as environmental concerns, public
confidence, and legal and regulatory aspects. All public policy work at
Vattenfall aims to create the best possible conditions for providing en-
ergy to society on commercial grounds.

Through openness and transparency, Vattenfall strives to maintain
a continuous dialogue with decision-makers and other stakeholders on
the regional, national and international levels. Vattenfall's Business Eth-
ics Principles, stipulate that all actions and activities must be based on
full respect respect for democratic principles as well as for laws, rules
and regulations.

Vattenfall's main operations are in the countries in which the com-
pany is a provider of electricity and heat: Finland, Denmark, the UK,
Germany, Poland, the Netherlands and Sweden. In addition, Vattenfall
isactive on the European scene, primarily through the Vattenfall Euro-
pean Affairs Office in Brussels.

Public policy positions and development (SO5)
Vattenfall engages in public policy and lobbying discussions on all rel-
evant energy sector issues, from the development of joint policy papers
with other actorsinindustry and society (on for example, CCS and cli-
mate change) to direct recommendations from Vattenfall regarding lo-
cal, national, and European laws and directives. Our policy positions are
intended to support our strategic direction of Making Electricity Clean
as well as the effective functioning of energy markets.

Dealing with climate change is a significant issue for Vattenfall.
Vattenfall fully recognises the risks of climate change and wants to
contribute constructively to efforts to find solutions to the problem.
Accordingly, Vattenfall has engaged in this issue internationally and
launched a global initiative - Combat Climate Change (3C) - which de-
mands that climate issues be integrated into the world of markets and
trade. The 3C Initiative is aimed at creating a global alliance of compa-
nies that are willing to take the lead in demanding integration of climate
issues into the world market and facilitate trading through a global
framework that will come into force in 2013. Vattenfall is responsible
for co-ordinating the initiative. Other companies are welcome tojoin.
Beginning in 2010, the initiative will collaborate on research related to
climate policy with the Stockholm Environment Institute. Voluntary con-
tributions from participating companies will support the research.

Political contributions (S06)

Vattenfall does not give support to political parties, politicians or re-
lated institutions. Other contributions to society are summarised under
4.16-17. Vattenfall is a state-owned company, and shares in the com-
pany are not publicly available.

Preventing anti-competitive behaviour

Vattenfall has a range of principles, policies and rules designed to en-
sure that it does not engage in anti-competitive behaviour. Effective
and fair competition is vital to ensuring market efficiency. Competition
rules are important tools that serve this purpose. As it is truly beneficial
from a business perspective, the Vattenfall Group is dedicated not only
to complying with competition rules, but also to acting in accordance
with business standards that meet the highest expectations from cus-
tomers and the public.

Vattenfall's Code of Conduct states: “We are to carry on our business
activities effectively and in fair competition. We do not enter into or
carry into effect restrictive agreements with competitors.”

Vattenfall has also adopted specific internal antitrust and competi-
tion compliance rules designed to ensure fair trade and practice in the
market.

The key to preventing anti-competitive behaviour at Vattenfall is to
educate all managers and others with extensive external contacts on
all levelsin the organisation about the internal and external rules and,
for management, to ensure compliance with these rules. Therefore, a
Vattenfall Antitrust Compliance Programme has been initiated by the
Executive Group Management (EGM) and is part of Vattenfall's global

Continued on page 72
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leadership development programme. This programme supports Vatten-
fall's core values of openness, accountability and effectiveness while
fostering an overall common business culture and attitude. In 2009,
182 employees participated at a seminar within the Vattenfall Antitrust
Compliance Programme, and by year-end a total of 1,311 employees

had completed training within the Vattenfall Antitrust Compliance Pro-
gramme. In addition, in 20091,268 employees in Germany participated
at an antitrust compliance seminar arranged internally but outside of
the Vattenfall Antitrust Compliance Programme, and by year-end a total
of 3,142 employees in Germany had completed such training on anti-
trust compliance. Moreover, approximately 125 employees attended the
Business Group Benelux Competition Awareness session in 2009, which
was held for the management team of N.V. Nuon Energy and for the
Sales, Exploration & Production and Business Development & Projects
business units and for a part of the Corporate Department of Nuon.

Vattenfall has a monthly Group-wide reporting system in place to en-
sure compliance. In addition, business units are analysed for risk related
to anti-competitive behaviour by the business unit management on an
annual basis as part of the Group-wide risk reporting structure. The
result of the annual reportis reported to the General Counsel, Executive
Group Management and the Board.

A specificissue related to competition among energy utilities is un-
bundling. Vattenfall complies with the unbundling rules. These rules
form part of national legislation, based on EU directives, and state
that the transmission and distribution business must be separated (for
instance placed in separate legal entities) from other businesses, espe-
cially the electricity generation and sales businesses. Accordingly, the
regulated monopoly business is separated from the businesses under
free competition. Compliance with unbundling rules is essential to en-
suring that Vattenfall only uses fair means of competition. For instance,
Vattenfall's transmission and distribution companies may not discrimi-
nate against generation and sales companies from outside the Vatten-
fall Group. Inreturn, Vattenfall also expects transmission and distribu-
tion companies from outside the Vattenfall Group to not discriminate
against Vattenfall's generation and sales business.

In cases of non-compliance, Vattenfall’'s management may, in accor-
dance with internal instructions, take all necessary actions. Employees
found responsible for a breach of the instructions and/or competition
rules are held accountable. Depending on the nature of the breach,
appropriate disciplinary actions, not excluding dismissal, will be consid-
ered and taken.

Legal actions pertaining to anti-

competitive behaviour (SO7)
A total of three legal actions pertaining to anti-competitive behaviour
were reported during the year.

The German Federal Cartel Office is investigating whether WEMAG
AG has violated the prohibition on abuse of dominant position by over-
pricing its heat supplies in 2007 and 2008. Vattenfall divested its
shares in WEMAG as of 4 February 2010 and is no longer the owner.

The Swedish Competition Authority is investigating whether Vatten-
fall AB (Heating) has over-priced heating in Uppsala and thereby
violated the prohibition on abuse of dominant position regulatedin
paragraph19in the Swedish Competition Act (Konkurrenslagen). The
investigation has been ongoing at the Swedish Competition Authority
since at least 2005. The likely outcome for Vattenfall is judged to be
favourable.

In autumn 2009 the Finnish Competition Authority commenced an
enquiry concerning pricing of district heating for the ten largest district
heating companiesin Finland. Vattenfall expects that the outcome of this
enquiry will not give rise to any negative consequences for Vattenfall.

Sanctions (S08)

A total of eleven sanctions for non-compliance with laws and requla-
tions were reportedin 2009. The total monetary value is not collected
at the Group Level.
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Risk management

Vattenfall is exposed to both financial risks (price risk, credit risk) and
non-financial risks (political risks, environmental risks). Risks that can
threaten Vattenfall's targets are identified and managed in the risk
management process.

Non-compliance can have considerable financial consequences, es-
pecially with regard to anti-competitive behaviour. Furthermore, there
isan obvious risk of damage to the Vattenfall brand.

Internally, prevention of corruption and anti-competitive behaviour
is mainly requlated by instructions at different levels in the Group and in
Vattenfall's Code of Conduct. Read more about risks in the 2009 Annual
Report (page 75) and 4.11.

Emergency management and
contingency planning (EU21)

Incident and Crisis Management (ICM) within the Vattenfall Group is
steered by Group instructions that are part of the Vattenfall Manage-
ment System (VMS). The purpose of ICM is to ensure that all types of
incidents and crises are managed in a professional, secure and respon-
sible manner.

The main objective is that the organisation shall

» through proactive work, detect, avoid or dampen any event that can
lead to anincident or crisis;

» always be prepared and equipped to perform effectively in anincident
or crisis situation.

Incident and crisis management must be an integrated part of the daily
business activities in order to be able to deal with extraordinary situa-
tions that can occur.

The ICM unit includes Duty Officers for Crisis Management and Crisis
Communication with 24/7 responsibilities, at both the Group and Busi-
ness Group levels. The ICM organisation focuses on monitoring events
that affect Vattenfall's business, analysing and supporting the line or-
ganisation in crisis management to fulfill proactiveness.

The basic requirement is that all units within the Vattenfall Group
whose operations involve risks that may lead to an incident or crisis
must be able to manage any such incident or crisis. This implies that:

» Analysis must be performed of all risks that may lead to a crisis.
» Business continuity plans shall be in place if the risk is unacceptable.
* An emergency management plan shall be in place.

» An emergency management group shall be appointed, prepared and
trained.

» There must be capacity for taking care of personnel and family who
are affected by a crisis.

Vattenfall also participates in various national programmes and forums
regarding critical infrastructure protection.

In 2008, Vattenfall further raised its nuclear safety ambitions and
set the goal of becoming Number One in Nuclear Safety in the industry
within five years. Measures taken include the appointment of a new in-
dependent Vattenfall Nuclear Safety Council, with external and interna-
tional members. The new organisation as of 1 January 2009, with a new
Group-wide Nuclear power business unit as part of the new Pan-Europe
Business Group, will enable this development. In November 2009, the
OSART review performed at Forsmark concluded that Vattenfall's safe-
ty management maintains a good international standard. An OSART
review will be done at Ringhals nuclear power plant in March 2010.

In 2009, two events classified as INES level 1 have been reported in
Vattenfall's nuclear power plants in Sweden (none in Germany). These
two events occurred in late 2008. All events have been attended to, and
appropriate measures taken.



PRODUCT RESPONSIBILITY

Vattenfall's main products are heat and electricity. The nature of these
products implies that when used correctly, they have little direct ad-
verse impact on the environment, public health and safety. Vattenfall
works actively with energy efficiency, in its own operations as well as by
providing customers with advice and support onimproving their energy
efficiency. Vattenfall also informs customers about safe use of electric-
ity and provides information on electromagnetic fields based on current
researchin this area.

Managing product responsibility issues

Vattenfall strives to take an advisory role in helping customers save
energy. What the company can control pertains to the generation and
distribution of electricity and heat and the use of the resources it re-
quires. Vattenfall is actively working to avoid and reduce any adverse
impact of its operations, including emissions, effluents, waste and noise
from power plants.

Goals, performance and risks

Vattenfall does not control the use of its products, and the products are
neither a liability nor a risk to the company as such. However, Vattenfall
actsimmediately whenever safety risks are discovered and actively
promotes energy efficiency. Vattenfall does not track performance
regarding product responsibility other than measuring customer satis-
faction (which to some extent correlates with how customers perceive
information).

Organisational responsibility

Vattenfall provides information on the safe use of electricity to cus-
tomers via different communication channels. Responsibility for com-
munication with customers lies with the marketing and sales functions.
For further information, see the Product and service information (PR3)
indicator.

Customer health and safety

Most health and safety issues associated with Vattenfall’s products
arise when customers use electricity to operate other products, not
from the electricity itself. Although there are certain direct risks in the
use of electricity, these are usually negligible in correct everyday use.
The same applies for heat and cooling.

Vattenfall's marketing and sales functions have a high-profile role in
promoting safety by informing customers about safety issuesin con-
nection with their use of electricity. Information to customers is gener-
ally communicated in brochures, newsletters and marketing material
in all countries. Customers are also continuously informed through
Vattenfall's websites and at customer service centres in all countries.
Theinformation that Vattenfall provides ranges from electricity safety
in general, to safety measures during thunderstorms and power out-
ages.

1) GRI breakdown not applicable due to nature of our products

Social performance

Health and safety impacts (PR1)'

Vattenfall actively strives to take the initiative in detecting serious haz-
ards that pose arisk to customers, especially with respect toincorrect
use. For example, in Poland Vattenfall promotes use of district heating
instead of water heated inindividual, hazardous old systems based on
gas boilers.

Power lines, like any electrical device, generate electromagnetic
fields (EMFs). Concerns have been raised about whether electricity
could be hazardous to people’s health, and whether EMFs could cause
cancer or any other disease. Over the past thirty years considerable
effort has been dedicated to investigating this issue. The research is
ongoing, and there is arange of divergent views. However, the balance
of scientific evidence to date suggests that normal levels of EMFs do
not cause diseases. Vattenfall actively monitors related international
scientific work in this field and complies with the international industry
standard set by the International Commission on Non-lonising Radia-
tion Protection as well as any related national regulatory requirements.
Vattenfall contributes to the collaborative research undertaken by
Elforsk (the Swedish Electrical Utilities' R&D company).

Number of injuries and fatalities
to the public (EU25)

In Poland twelve accidents occurred, including two fatalitites in con-
junction to trespassing in prohibited areas.

Product and service labelling

In addition to information regarding safety, Vattenfall strives to take a
rolein helping customers save energy. In the 2009 CSR report, the dif-
ferent roles we play are described in detail in the chapter entitled “What
are you doing to help customers save?".

Product and service information (PR3)!

Vattenfallis committed to complying with local requlatory require-
ments regarding product information and labelling, and issues regard-
ing this are dealt with by the local marketing organisations. Vattenfall
meets the product information requirements on electricity labelling in
national legislation (based on EU directives), which require that electric-
ity suppliers provide information to all customers on the fuel mix and
environmental performance (minimum CO, emissions and radioactive
waste).

In addition, Vattenfall describes its environmental impact in a
transparent and detailed manner using life cycle assessments and
environmental product declarations. Vattenfall uses life cycle assess-
ments (LCAs) as one method to assess the environmental impact of its
operations “from the cradle to the grave". LCAs have led to improved
environmental performance in many areas, including reduced use of
water in operations, reduced risk of oil leaching to soil and water, and
increased recycling of materials. Vattenfall was the first company in the
world to receive an Environmental Product Declaration (EPD) according
to1SO14025.
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Customer satisfaction (PR5)

Business customers

B2C B2C SME! SME!  Large Large
Customer satisfactionindex 2009 2008 2009 2008 2009 2008
Electricity sales
Sweden 69 69 64 62 66 64
Finland 69 66 63 62 79 70
Germany 73 62 66 57 70 64
Poland 76 73 64 62 66 65
Distribution
Sweden 68 68 63 61 66 62
Finland 67 64 63 60 67 n/a
Germany 72 61 66 57 68 62
Poland 76 74 64 62 67 65
Heat
Sweden 68 65 65 62 n/a n/a
Finland 67 67 63 70 n/a n/a
Germany n/a n/a 69 59 n/a n/a
Poland 72 68 74 84 n/a n/a

1) Smalland medium sized enterprises.

Customer satisfaction issues have gained increased attention during
the last couple of years and will continue to have high priority in the
future.In 2004 Vattenfall adopted a set of customer satisfaction
requirements and targets to measure its performance in fulfilling the
strategic ambition to be Number One for the Customer.

Targeting and measuring customer satisfaction

In 2007 Vattenfall adopted five target areas, one for each of its strate-
gic ambitions. The target for the strategic ambition to be Number One
for the Customer is based on Vattenfall’s Customer Satisfaction Index
(CSI) forits retail customers. The target is broken down into individual
targets for the Business Groups — Nordic (Sweden, Finland) and Central
Europe (Germany and Poland) — as well as for all the Group's sales, dis-
tribution and heat business units.

The Business Groups draw up business plans, which describe how the
customer satisfaction targets will be reached. The targets are followed
up in the same manner as financial targets.

Targets are set in comparison with leading service companies (mainly
the major power, telecom and insurance companies) in Europe and are
communicated in the business planning directives that are issued to the
organisation once a year. The long-term target is that customer satis-
faction, as measured by Vattenfall's Customer Satisfaction Index (CSI),
should bein the top tier among the leading competitors in each market.
Customer satisfaction should also be at the same level as leading ac-
torsinsimilar industries, such as telecom. As of 2010 the long-term CSI
target for private household customers was increased from 70 to 75.
For corporate & industrial customers, the long-term CSl target remains
at above 65.

Formalinstructions are issued that direct the way in which CSI mea-
surements are carried out, such as what questions are to be asked,
scales for the answers, the statistical analysis method to be used, sam-
ple sizes, reporting format and survey timing. This ensures that figures
are comparable to the European Performance Satisfaction Index (EPSI).

As of 2008, Vattenfall's CSl process has been more centralised in
order toimprove the quality and comparability of measurements. The
objectives are to enable transparent internal and external benchmark-
ing, to use CSl as a strategic tool, and to use links with other stakeholder
measurements in the future. Today Vattenfall has a Group-wide CSI
process co-ordinated at the Group level including common customer
segmentation for CSI purposes, questionnaires, sampling methodology,
survey approach, analysis model, and reporting and presentation struc-
tures. The Group-wide CSl process, which was used in 2008 and 2009
CSI measurements, covers the private household customers B2B SME,
B2B Large Reseller and MEGA customer segments in Sales, Distribution
and Heat in all markets. Following Vattenfall’'s acquisition of Nuon in
20009, the integration of the Dutch and Belgian customer segments into
the Group-wide CSl process was initiated, and Business Group Benelux
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will participate in the 2010 CSI measurements.

In 2009, Vattenfall's customer satisfaction index (CSI) for the Group
as a whole for private household customers was 72 ,which is a strong
improvement compared with last year's CSl score of 64. The improve-
ment in the Group CSI performance was primarily driven by a large
increase in Germany, although all markets showed stable to positive
development compared with last year. Stable prices and an improved
image were the main contributors to the German improvement, which
could be seen for all segments. However, results from additional mea-
surements during the autumn showed a drop in CSl scores, implying
that the nuclear issues in Germany in summer 2009 have had a negative
impact on customer satisfaction in Germany. In the Nordic region, the
results were relatively stable compared with last year, which indicates
a consolidation of the sharpincrease in 2008. In Poland, Vattenfall's
CSlscores improved further from an already high level, particularly for
private household customers. In general, Vattenfall strengthened its
position versus the main competitorsin all markets.

Image and price have a very large impact on customer satisfaction
scores, and a tarnished company image and, in some cases, an increase
in prices could lead to lower customer satisfaction scores and vice versa.

Trends in customer satisfaction
As markets develop, the same trends for customer satisfaction scores
canbeseeninall three geographic areas:

« Fairly high levels of satisfaction in regulated or recently deregulated
markets (Poland)

» Thenadropinratings when the competition increases, price pressure
intensifies and supplier switching increases (Germany)

+ After that, a gradual recovery and gain of new customers as a result of
hard work and very competitive price strategies (Sweden)

Actions to improve customer satisfaction

In 2009 Vattenfall took a variety of actions in all its geographical areas
to maintain and increase customer satisfaction, mainly on the opera-
tional level:

 Investments in more weather-secure air cables in Finland, Sweden and
Poland have resulted in significantly lower interruption rates. Finnish
customers affected by the investments are sent a post card informing
them about the investments and how they will benefit. In Finland a de-
cision was made to only build underground cables in the future.

Work to ensure security of supply in Germany is contributing to con-
tinuous high satisfaction scores. Automation work in the medium volt-
age grid to ensure faster supply was ongoing during 2009.

Installation of automatic meter reading for all of Vattenfall's distribu-
tion customersin Finland was completed at year-end 2007 and in
Sweden in July 2009. This has improved billing and service, and all
customers now receive aninvoice based on their actual consumption.
In Poland most business customers had automatic meter reading in-
stalled in 2009.

In Finland and Sweden, new billing systems have been implemented
with the aim to improve the efficiency of customer contacts. In Ger-
many, work on developing a new billing system is in progress.
Reorganisation of the contact centresin Finland, Sweden and Poland
has been completed, resulting in improved customer service as well
asin continuous improvements in service centre staff training. A posi-
tive effect could be seenin Sweden already in 2008, where private
household customers gave higher scores for customer service, and
the positive trend continued in 2009. Large B2B customers were more
satisfied with their contact person. In Poland, business hours were
extended to serve customers in the evenings.

The opening or reopening of customer centres in Berlin and Hamburg
has strengthened Vattenfall's regional presence and given customers
an opportunity to obtain personal service.

In Germany, instant messaging services have been introduced for cus-
tomers facing an outage. In Sweden and Finland, instant messaging
service already exists and is continuously being improved. Since Janu-
ary 2008, Finnish distribution customers are also compensated if an
outage exceeds six hours.



» A great deal of effort has been putinto providing customersin the
Nordic region, Germany and Poland with information and advice on
energy efficiency, such as through the website, online discussion
forums, campaigns or direct customer meetings. In Sweden, in co-op-
eration with TV4, a major TV channel, energy efficiency programmes
have been launched that have been well-received by viewers, e.g.
“Manga backar sma". In Germany there is high demand in the B2B seg-
ment for the ECOnline product, which enables customers to identify
possible saving potential in their electricity, water, gas and heating
consumption.
Since 2009 Swedish and Finnish customers can choose electricity
made from windpower, hydropower or nuclear depending on their
preferences. In Sweden, the share of customers making a choice in-
creased by 140% in 2009.
» In Germany, electricity from renewable sources was offered to cus-
tomersin all segments to meet the growing demand of such products.

» InFinland, renewal of contracts by text messaging was introduced for
B2C customers.

 In Poland, Vattenfall continues to take the lead in the derequlated
market when it comes to simplifying processes and developing new
products, such as electricity with a price guarantee, and renewable
and online products. Vattenfall has been frequently cited in the media
as an expert on the liberalisation process of the energy market.

Customer satisfaction at Nuon is not comparable and not yet incorpo-
rated in the Group assessment, but will be included in the processin
2010. Overall customer satisfaction in the Dutch consumer and small
business markets decreased slightly compared to 2008, from 89% to
88% in 2009. The customer satisfaction ratings among business cus-
tomers decreased from 81% in 2008 to 77% of large business custom-
ers. The customer satisfaction of Nuon Belgium's consumers decreased
slightly from 94,6% in 2008 to 94% in 2009. The satisfaction of our
business customers in Belgium rose from 75,3% in 2008 to 80,5%

in 2009. Nuon has ongoing work to improve customer satisfaction,
including an improved complaints handling, increased transparency of
annual invoicing procedures and a Customer Ombudsman.

Marketing communications

Responsibility in marketing

communications (PR6)

Vattenfall is committed to comply with international codes, such as the
ICC International Code of Advertising Practice and the OECD Guidelines
for Multinational Enterprises. In the countries where Vattenfall oper-
ates, we also comply with national legislation, which is often more strin-
gent thaninternational codes and frameworks. Review of compliance is
handled locally, the frequency is not measured at group level.

Non-compliance with requlations
and codes (PR7)

No incidents of non-compliance with regulations and codes were
reported within this areain 2009.

Social performance

Customer privacy

Vattenfall's Communication Policy states that “Confidentiality is strictly
applied with regard to relations or agreements with customers and
business partners. The same applies to information about employees or
former employees of Vattenfall.”

This is further elaborated upon in the Group Instruction on Legal and
Business Ethics Principles, which states, among other things: “Informa-
tion concerning a natural person (personal data) shall be handled with
respect for the individual's privacy at all times. The Vattenfall Group
shall always endeavour to ensure that personal datais processed with
the individual's consent. Personal data that may be regarded as sensi-
tive may only be processed if there are strong reasons to do so and it
is clear that the legal conditions have been met. No one is allowed to
disclose personal data to a person outside the Vattenfall Group unless
itis clear that the legal conditions for doing so have been met. It shall be
noted that in certain cases there might be specific reasons for keeping
personal data confidential.”

Both the Communication Policy and the Instruction on Legal and
Business Ethics Principles apply throughout the Group. Furthermore, a
number of laws are in effect that govern citizens' right to privacy, such
as through EU directives concerning the protection of data privacy.

According to the Vattenfall Management System, all of Vattenfall's
external websites are required to provide information about the Group’s
privacy policy, including information about cookies. This shall be the
case alsowhenitis not alegal requirement. This information can be
found on a specific Privacy Policy page on the websites, available via a
link on the page footer.

Customer privacy and customer data (PR8)
No complaints regarding breaches of customer privacy were reported
in2009.

Compliance with codes,

agreements and frameworks

Vattenfall has adopted and is committed to comply with several product

responsibility frameworks:

« Customer privacy laws and regulations, such as national legislation
based on EU directives concerning protection of data privacy.

« Vattenfall meets the requirements for product information and elec-
tricity labelling stipulated by EU directives.

« Vattenfall was the first company in the world to receive an Environ-
mental Product Declaration (EPD) according to ISO 14025.

« Vattenfall meets the requirements on unbundling according to na-
tional legislation (based on EU directives), thus enabling the customer
to choose electricity supplier without being discriminated by the cus-
tomer's distribution company. (See also Work against anticompetitive
behaviour, page 71.)

Laws and requlations on products

and services (PR9)

Seven cases incidents of non-compliance with laws and regulations con-
cerning the provision and use of products and services were reported in
Poland in 2009. Total monetary value is not reported at Group level.

Access to electricity and information

Vattenfall believes that access to electricity is a major contributor to
well-being and welfare. We strive to maintain and/or increase access
in accordance with the conditions in the markets where we work, and
in one case through a voluntary initiative in the developing world. Our
provision of electricity is complemented by information on safe and
effective use available through multiple channels.
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Access to electricity services (EU23, EU26)
Vattenfall is commonly obligated to deliver electricity in all distribution
areas, and the number of customers that do not have access to electric-
ity is very small.

In the Nordic countries, Vattenfall is obligated to deliver access to
the electricity grid to customers even if they have poor credit scores. In
such cases a cash deposit must be paid in advance. If no such means are
available, social services are contacted to arrange for payment of the
deposit.

In the Netherlands, a ministerial ruling on energy disconnections
stipulates that customers may only be disconnected by the grid man-
ager during the winter months (from 1October to 1 April) if they refuse
debt assistance, are guilty of fraud or have no energy supplier.

Nuon's policy is to apply the ministerial seasonal ruling during the
summer months as well. Nuon has signed covenants with various Mu-
nicipal Health Departments, debt assistance organisations and credit
institutions, such as the Dutch Association for People's Credit (NVVK),
to facilitate the exchange of personal details. Within the limits set by the
Personal Data Protection Act, this allows us to provide social services
and other institutions with timely information on customers who might
be in need of psychiatric and/or psychosocial assistance. In this way,
energy disconnections can be avoided for such customers who need
assistance.

In addition to programmes in Vattenfall's markets, Vattenfall is en-
gaged in the World Economic Forum's Energy Poverty Action (EPA),
which is a private sector initiative to reduce energy poverty by bringing
effective energy delivery and use to under-served villages and peri-
urban areas. Together with two other utilities, Vattenfall has formed an
alliance that is currently developing its first projects in this area. In one
of these projects, a village in southern Lesotho will be provided electric-
ity by a combination of grid extension and solar cells.

In the Netherlands, Nuon is the main sponsor of FRES (Foundation
Rural Energy Services), a non-profit foundation that was established
by Nuon in 2004. Together with FRES, Nuon provides one of the main
preconditions for achieving the millennium goals: electricity. FRES
provides clean energy to families in rural areas of developing countries.
FRES aims to establish new companies to provide approximately one
million people with electricity in a professional, sustainable, environ-
mentally safe — and most of —in all healthy manner. Currently, FRES
manages four companies in three African countries (Mali, Burkina Faso
and South Africa). In 2009, FRES received a grant from the European
Commission ACP/EU Energy facility to start acompany in Burkina
Faso. This project has two concrete objectives: Electrification of 3,400
households and small businesses in rural areas of Burkina Faso, and
contribution towards the electrification of 100,000 households and
small businesses in rural areas, via the public-private partnership and
by launching spin-off business activities.

Accessibility of information on safe use (EU24)
Customer centres and websites are important sources of customer
information. Vattenfall strives to support groups with special needs by
making its websites more available and user-friendly. The basis for this
work is the Group Web Access Initiative and the Web Content Accessibil-
ity Guide, which provides a set of international guidelines.

Vattenfall's customer centres are staffed with foreign language
speakers, and some information material is produced in different
languages. One exampleisin Berlin, where customer information on
energy savings is available in Turkish.

1) Datafor 2009 not available at publication.
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Number of residential disconnections
for non-payment (EU27)

A number of cases exist in which people do not pay for their residential
electricity for a variety of reasons. In such cases, electricity companies
may disconnect a customer from the grid until the payment has been
made. Vattenfall strives to ensure rapid reconnection after payment, in
order to minimise the length of time for such disconnections.

In 2009, Vattenfall's distribution operation in the Nordic countries
had 10,089 disconnections due to non-payment. In Germany, the num-
ber of disconnections was 41,300. In the Netherlands, Nuon does not
disconnect customers, as this is a task of the unbundled network com-
panies. Nuon is working together with the NVVK (Dutch Association for
People's Credit) to reduce the waiting list for financial assistance for
customers struggling to pay their bills.

Data on the duration of the disconnection is not gathered at the
Group level.

Power outage duration (EU28-29)

Vattenfall's electricity distribution operation strives to provide high
quality service with uninterrupted power supply and consistent voltage.
However, power outages occur, most of which are for planned mainte-
nance, although some are also unplanned, for example due to extreme
weather conditions.

System Average Interruption Frequency Index (SAIFI)
SAIFlis the average number of interruptions that a customer would
experience and is measured in units of interruption per customer.
It demonstrates the reliability of Vattenfall's electricity supply.

SAIFI = (total number of customer interruptions)/(total number of
customers served).

For Vattenfall’s Nordic distribution operation, the accumulated SAIFI
for 2009 was 2.29 interruptions/year. In Germany, SAIFl was 0.216
(Berlin), 0.202 (Hamburg) in 2008

System Average Interruption Duration Index (SAIDI)
SAIDIis the average outage duration for each customer served, and is
measured in units of time. Duration demonstrates Vattenfall's ability to
restore power in a timely manner.

For Vattenfall's Nordic distribution operation in 2009, average inter-
ruption time per customer was 140 minutes (215 minutes in 2008). In
Germany, SAIDI was 14.1 minutes (Berlin) and 16.0 minutes (Hamburg)
in2008.



Economic performance

ECONOMIC PERFORMANCE

Securing the future through

economic value creation

Vattenfall's vision to be a leading European energy company is con-
ditional upon economic value creation and profitable growth. Profit-
ability is also a prerequisite for being able to contribute to sustainable
development of society. Economic value creation and profitable growth
are the starting points for the Group's financial targets, which in turn
are the platform for the business planning process at the business unit
level.

Measuring and managing performance

Creating economic value by generating a competitive return over time
is Vattenfall's overriding financial objective, since the Group's other
strategies are based on a requisite level of financial strength. For a
capital-intensive company like Vattenfall, it isimportant to generate

a satisfactory return oninvested capital. Long-term value creation is
measured by calculating operating profit less the required return on net
assets to meet the shareholder’s required rate of return. The overall
long-term profitability requirement for Vattenfall set by its owner is
a15% return on equity (ROE) after tax. This has been translatedtoa
Group-wide return target that is expressed as a return on net assets be-
fore tax and financial costs (operating profit as a percentage of average
net assets). In addition, the owner has also specified targets for interest
coverage, credit rating and dividend pay-out.

The target return on net assets is currently 11% and is based on a
balanced consideration of all four financial targets. This target return
on net assets, in turn, is broken down into individually defined targets
for each business unit, according to which operations are managed.
The main reason for this reformulation to individual targets for each
business unit is that Vattenfall's operations have widely varying condi-
tions — mainly different asset bases in terms of size and age. Moreover,
the company'’s equity and net financial income and expense are not
distributed over the business units. The basic principle for this target
formulation is that asset-intensive operations are assessed according
totheirreturnon the asset base, while service operations are assessed
according to their operating margin.

Financial targets'
The owner’'s required rate of returnis used as the basis for setting tar-
gets for profitability, dividends and financial risk. The Board reviews the
proposed targets and decides to propose them to the Annual General
Meeting, where the owner then makes the final decision.

Vattenfall's four current financial targets are:

Profitability - The owner’s long-term return target is that profit after
tax willamount to a15% return on average equity. Translated to the
Group's long-term required level of profitability, expressed as the re-
turn on net assets, this corresponds to a return of approximately 1%
before tax and financial costs.

Cash flow interest coverage - The cash flow interest coverage ratio
after maintenance investments should amount to 3.5-4.5 times over
the long-term.

+ Credit ratings - It is Vattenfall's intention to maintain a long-term
credit rating in the single A category from both Moody's and Standard
& Poor's.

Dividend policy - The aim is that the dividend over the long-term shall
amount to 40%-60% of profit after tax. However, yearly decisions
on the dividend shall take implementation of the company's strategy,
financial position and other economic targetsinto account.

1) For further information, see the 2009 Annual Report.

Vattenfall's investments
Investments 2009

SEK million 2009 2008

Electricity generation

Hydro power 1,459 1,260
Nuclear power 4,263 3,583
Fossil-based power 12,591 8,040
Wind power 8,002 2,574
Biomass/waste 151 488
Other 0 0
Total electricity generation 26,466 15,945
Heat

Fossil-based 2,402 2,179
Biomass/waste 1,249 706
Other 827 726
Total heat 4,478 3,611
Electricity networks

Electricity networks 7,219 6,314

Other 0 0

Total Electricity networks 7,219 6,314
Purchases of shares 56,562 11,820
Other excl. shares 8,264 4,606
Total 102,989 42,296

Five-year investment programme

Investment planning is done long-term, and at the Vattenfall Group
level, five-year investment plans are established. The investments listed
inthe table below include both maintenance investments in existing
production capacity, investments in new capacity that will replace older
plantsin the existing local portfolios, and growth investments. The
investment programme for the period 2010-2014 includes investments
in gas fired power plants inherited via the acquisition with Nuon. The
period will still see large investments in hard coal as work on plants at
Moorburg and Boxbergin Germany is completed. Investments in wind
power have decreased, as poorer economic conditions led Vattenfall to
prioritise offshore wind ahead of less profitable onshore wind options.
Investments in planned offshore wind work will begin after this period.

Investment programme 2010-2014

Other 7.0%

Heat distribution 3.8%
Electricity distribution11.9%
Hydro power 3.2% ——

Nuclear power 7.0%
CCS2.2%

Gas19.4%

Wind power 9.8%

Biomass and waste 3.8%

C0al 20.0%
‘— Lignite 11.9%

Continued on page 78
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Five-year investment program 2010-2014

Billion SEK

Wind power 19.7
Biomass and waste 7.6
Hard coal 40.2
Lignite 23.9
Gas 39.1
CCS 4.3
Nuclear power 14.1
Hydro power 6.5
Electricity distribution 23.9
Heat distribution 7.6
Other 14.1
Total 201.0

Economic value generated and distributed (EC1)’
Economic value generated

Value creation

SEK billion
12

2003 2004 2005 2006 2007 2008 2009

The difference between achieved EBIT and the Group's required rate of return
(expressed as 11% return on net assets) = an economic value that is generated by
the operations every year, before tax.

Figures for 2004 and onward are calculated according to IFRS.

Sales and operating profit

Sales, Operating profit,
SEK million SEK million
250,000 50,000
200,000 40,000
150,000 30,000

100,000 20,000

2005 2006 2007 2008 2009

M Sales
Operating profit'
1) Excl.items affecting comparability.

1) Voluntary contributions and investment of funds in the broader community
(includes donations) are not included, see 4.16-17.
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External net sales 2009 - breakdown geographically

SEK million

Other15,543
Netherlands and
Belgium 20,457

Nordic countries 50,987
Germany and Poland 118,420

Net sales as stated in the Annual Report for 2009, Note 8 to the consolidated
accounts. See also Note 6 for a definition of segments.

Economic value distributed
Overview of economic value distributed 2009

Operating expenses' 70 %
Payments to government 4%
Payments to providers of capital 14%
Employee wages and benefits 11%

1) The cost of all goods and materials are calculated as follows: External net sales
minus depreciation/amortisation/impairment losses/reversed impairment
losses and operating profit, less employee wages and benefits and excise taxes.

Payment to government - total taxes
Total taxes SEK 7,937 million.

Nordic countries 1,299
Germany and Poland 6,581

Benelux 58
Other -1

Economic value retained 2009

SEK million
13,448 -6,980
342 -3,631
1,518
-1,661 -
Other Profit for Dividends Group Changesin Economic
comprehen- the year paid toequity contribution  ownership value
siveincome holder from minority retained

after tax



Financial implications due to

climate change (EC2)

Major environmental issues representing

financial risk/adverse financial impact

Vattenfall's business environment contains several uncertain factors
that are related to climate change. Risks and opportunities are consid-
ered and managed throughout the organisation.

Examples of physical risks include changes in weather patterns,
water shortages and warmer water temperatures that could affect
cooling of combustion plants, more frequent and intensive storms that
could have animpact on transmission and distribution networks, and
hydro power dam safety, which could be affected by higher precipita-
tionlevels. An example of arequlatory risk that affects business is the
post-Kyoto EU emission trading scheme, which will affect long-term
investments.

Major environmental issues that represent
an economic/financial opportunity
Focus on climate change will likely lead to higher demand for sustain-
able, efficient energy systems. The ability to provide heat and electric-
ity with inherent efficiency and the potential for clean and sustainable
generation technology could prove to be a tangible competitive advan-
tage. Vattenfallis investing heavily in renewable energy generation and
views renewable energy as a significant business opportunity.
Commercial success for Carbon Capture Storage (CCS) technology
would contribute to a renaissance for lignite-fired power plants. As
Vattenfall is taking the lead in CCS technology in the energy sector and
has its own lignite mines, this may prove to be not only good business,
but also a way to profitably bridge towards future energy solutions.

Coverage of benefit plan obligations (EC3)
Defined contribution pension plans

Defined contribution pension plans are post-employment benefit plans
according to which fixed fees are paid to a separate legal entity. There is
no legal or constructive obligation to pay additional fees if the legal en-
tity does not have sufficient assets to pay all benefits to the employees.
Fees for defined contribution pension plans are reported as an expense
inthe income statement in the period they apply to.

Defined benefit pension plans

Defined benefit pension plans consist of other post-employment benefit
plans than defined contribution pension plans. The Group's defined ben-
efit pension obligations are calculated separately for each planin accor-
dance with the Projected Unit Credit Method by calculating employees’
current and past service cost. Estimated future salary adjustments are
takeninto consideration. The net obligation comprises the discounted
present value of the total earned future salaries less the fair value of
any plan assets. The discount rate consists of the interest rate on the
balance sheet date of a first-class corporate bond with a lifetime that
corresponds to the Group's pension obligations. When there is no deep
market in corporate bonds of this kind, the market rate yield on govern-
ment bonds with an equivalent lifetime is used instead. When benefits
inaplanareimproved, the proportion of the increased benefit attribut-
able to the employees’ past service cost is reported as an expense in the
income statement on a straight-line basis distributed over the average
period until the benefits are fully earned. If the benefits are fully earned,
an expense is reported directly in the income statement. For actuarial
gains and losses, the so-called corridor rule is applied. Actuarial gains
and losses arise from the effects of changes in actuarial assumptions.

1) The definition of “order volume" for EC6 excludes purchases of electricity,
electricity grid fees, taxes and charges as well as internal transactions between
Vattenfall companies.

2) “Nordic countries” in this calculation includes Sweden, Denmark and the United
Kingdom.

3) Local defined as country

Economic performance

The corridor rule entails that the part of the net amount of the accumu-
lated actuarial gains and losses that exceeds 10% of the greater of the
obligations’ present value and the fair value of plan assets is reportedin
theincome statement, starting in the year after that they arise, over the
expected average remaining service period for the employees covered
by the plan. When the calculation leads to an asset for the Group, the
reported value of the asset is limited to the net of unreported actuarial
losses and unreported past service costs and the present value of fu-
ture repayments from the plan or reduced future payments to the plan.

Government financial assistance (EC4)

Government grants

Grants are reported at fair value when it can reasonably be assumed
that the grant will be received and that the Group will meet the condi-
tions of the grant. A grant tied to a non-current asset reduces the book
value of the asset. A grant intended to cover expenses is reported in the
income statement as Other operating income. Government grants re-
ceived, balance brought forward, amount to SEK 6,439 million (4,586).
Accumulated interest reported as an asset totalling SEK 1,650 million
(912) isincluded in cost of building. Vattenfall is 100% owned by the
Swedish state.

Spending locally-based suppliers (EC6)
Vattenfall's policy is to support competition where possible. Vattenfall
will always buy from the supplier that is the most competitive and that
fulfils established requirements. Although Vattenfall is an important
contributor to the business life in the regions where it operates, local
suppliers will never be favoured just on basis of being local. Further-
more, sourcing will turn more global as more of the world's suppliers
gain access to the European markets. Vattenfall's procurement function
embraces this development.

However, local and regional suppliers are competitive and still receive
alarge share of Vattenfall's order volume' (78% in Nordic countries?,
78% in the Netherlands, 97% in Germany and 99.7% in Poland).?

Local workforce and management (EC7)

Inthe countries where Vattenfall operates, local residents represent
the recruiting base. Inregions where Vattenfall is one of the biggest em-
ployers (e.g., Cottbus in Brandenburg, Germany), local residents are the
base for employment. In metropolitan areas, there is a mixture of local
residents and people from different regions.

Local workforce is the base of setting up new business for Vattenfall,
so knowledge of local people is the backbone of operations. When grow-
ing through acquisition, Vattenfall takes over the employee responsibil-
ity of local residents/people already working at the plants.

Investments and services for
public benefit (EC8)

Vattenfall creates and distributes what is perceived as a common good,
henceitis hard to separate and distinguish investments by the degree
of public benefit. Most investments made represent public benefit in
one way or another. For additional information see 4.16-4.17, EN3-4,
EN5-7, EN16-18, EU23 and EU26.
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Plans for generation portfolio (EU6, EU10)
Vattenfall's long-term investment roadmap represents a transition to
new energy sources to ensure future value creation and to reach the
tough targets on reducing CO, emissions. The roadmap for the future
generation portfolio points to increased diversity in power generation
and also reflects Vattenfall's intentions to grow. Read more in the 2009
Annual Report, page 8.

Vattenfall's shift in generation portfolio

g/kWh
400
300
Gas
Coal 200
Coal with CCS — | ] [—
Nuclear power
Wave power 100 | ] | | B
Wind power
M Biomass - - - - .
W Hydro power g

2010 2015 2020 2025 2030

Research and development activities (EU8)
Vattenfall performs research and development (R&D) as part of the
business development of the Group. R&D activities directly support the
Groups strategic ambitions and contributes to our striving of “Making
Electricity Clean”. The aim is to meet the demands and expectations of
the customer, to reduce the environmental impact of our operations as
well as to improve their efficiency and increase the share of renewables
in the generation mix. In addition, R&D work aims to prepare the com-
pany to meet new requirements, to address new business opportunities
and to devise future energy solutions and thereby guide the company in
its long-term strategies.

Total R&D expenditures 2009: SEK 1,322 million

New technologies 2%
Energy efficiency 7%
Operational efficiency 9%
Renewables 10%

Carbon Capture Storage
36%

Nuclear 36%

The company's R&D focuses onimproving energy efficiency in all seg-
ments of the value chain for energy supply. Vattenfall is, however, not
aresearch and development company in the traditional sense, since it
does not develop equipment, but sets requirements and find intelligent
uses of equipment in energy systems. Our ambition is to be an excellent
user of technology that is mainly developed by others, notably equip-
ment manufacturers. To achieve this, we work together with different
suppliers, from the laboratory stage or in pilot projects and joint dem-
onstration projects. Vattenfall, as all other actors in the energy busi-
ness, needs good and skilled personnel. Vattenfall collaborates with uni-
versities and research institutesin all the countries where we are active.

To support Vattenfall's strategic ambitions and to help the Group
achieve its long-term goals, R&D activities are performed in joint-Group
R&D programmes.
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Provisions for decommissioning

of nuclear power sites (EU9)

Vattenfall's nuclear power producers in Sweden and Germany have
alegal obligation upon the cessation of production to decommission
and dismantle the nuclear power plants and to restore the plots of land
where the plants were located. Further, this obligation also encom-
passes the safeqguarding and final storage of spent radioactive fuel and
other radioactive materials used by the plants. The provisions include
future expenses for the management of low- and medium-level radioac-
tive waste.

For the Swedish operations, current assumptions indicate that all
provisions will result in disbursements later than 2026. Current plans
for the decommissioning of the German nuclear power operations entail
that approximately 93% of the provisions will result in cash flows after
2012. For 2010, disbursements are estimated at about 4% of the provi-
sions. The corresponding figure for 2011is 3%.

Provisions for future expenses of nuclear operations

Changesin 2009, SEK million Sweden Germany Total

Balance brought forward 27,697 12,081 39,778
Provisions for the period 41 473 514

Discounting effects 1,487 616 2,103
Revaluations versus non-current assets 1,028 819 1,847
Provisions used -930 -108 -1,038
Translation differences -694 -694
Balance carried forward 29,323t 13,1872 42,510

1) Of which approximately 26% (22%) pertains to the dismantling, etc. of nuclear
power plants and approximately 74% (78%) to the handling of spent radioac-
tive fuel.

2) Of which approximately 57% (58%) pertains to the dismantling, etc. of nuclear
power plants and approximately 43% (42%) to the handling of spent radioac-
tive fuel.



VATTENFALL PROFILE

Vattenfall profile

For additional information on profile disclosure, see the fold-out of the inside cover of this report. In-depth information is provided in the 2009

Annual Report and on www.vattenfall.com.

Vattenfall profile'

Business Group Business Group Business Group Business Group
Pan Europe Nordic Central Europe Benelux Total
2009 2008 2009 2008 2009 2008 2009 2009 2008
Installed capacity
electricity & heat, MW?2
Hydro power? 8,419 8,362 2,880 2,894 11,299 11,256
Nuclear power 7,608 7,559 7,608 7,559
Fossil-based power 3,090 3,090 12,339 12,178 3,743 19,172 15,268
of which, gas 320 320 1,725 1,598 2,860 4,905 1,918
of which, lignite 7,123 7,125 7,123 7,125
of which, hard coal 1,490 1,490 2,703 2,667 883 5,076 4,157
of which, oil 1,280 1,280 788 788 2,068 2,068
Wind power 859 611 859 611
Biomass, waste 322 300 62 102 384 402
Total Electricity 8,467 8,170 11,831 11,752 15,280 15,174 3,743 39,322 35,096
Total Heat 4,544 4,354 14,778 13,518 3,079 22,401 17,872
Generated electricity, TWh*
Hydro power? 31.2 35.5 2.5 3.0 0.2 33.9 38.5
Nuclear power 41.5 46.2 41.5 46.2
Fossil-based power 7.3 6.2 65.2 68.1 7.9 80.4 74.2
of which, gas 0.6 0.6 3.4 3.6 5.3 9.0 4.2
of which, lignite 50.4 51.7 50.4 51.7
of which, hard coal 6.7 5.5 11.4 12.8 2.5 20.6 18.3
of which, oil
Wind power 17 1.6 1.7 1.6
Biomass, waste 0.3 0.4 1.1 1.3 1.4 1.7
Total Electricity 43.2 47.7 38.8 42.1 68.9 72.3 8.0 158.9 162.1
Heat sales, TWh
Fossil-based power 6.0 5.2 25.0 24.0 0.6 31.6 29.2
of which, gas 1.2 1.0 4.5 3.7 0.6 6.3 4.7
of which, lignite 4.2 4.4 4.2 4.4
of which, hard coal 4.7 4.1 16.2 15.8 20.9 199
of which, oil 0.1 0.1 0.1 0.1 0.2 0.2
Biomass, waste 5.1 5.2 1.3 1.2 6.4 6.4
Total Heat 11.1 10.4 26.3 2583 0.6 37.9 35.6
Gas sales, TWh 0.2 0.1 0.2 0.2 19.7 20.1 0.3
Number of retail
customers, electricity 1,257,000 1,053,000 3,654,000 3,559,000 2,597,000 7,508,000 4,612000
Number of network
customers 1,307,000 1,299,000 4,362,000 4,287,000 5,669,000 5,586,000
Number of gas customers 300 13,000 5,000 2,112,000 2,125,300 5,000
Electricity network
Transmission grid, km 9,740 9,755 9,740 9,755
Distribution network, km 247,700 189,300 163,500 103,100 411,200 292,400

Allowance in million metric tonnes of CO,/year, trading period 2008-2012°

Sweden

Denmark 2.70
Finland 0.200
Germany 44.1
Poland 6.10
Netherlands 7.90

1) Datain this table is based on financial accounting. Contractual adjustmens may

apply. BG Benelux included from 1 July, 2009.

2) Certain values for 2008 have been adjusted compared with previously pub-
lished information.

3) Hydropower generation includes pumped storage.

4) Rounding differences of 0.1 TWh exist for some items.

5) The European Emission Trading Scheme (ETS) covers the vast majority of
Vattenfall's fossil CO, emissions. The annual allocation is 61 million tonnes. Ad-
ditional allowances are bought on the market.
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Combined Assurance Report

COMBINED ASSURANCE REPORT

FOR VATTENFALL AB'S CORPORATE SOCIAL RESPONSIBILITY REPORT 2009

To: the readers of Vattenfall AB's Corporate Social Responsibility
Report 2009

Introduction

We have been engaged by the board of directors of Vattenfall AB
(hereafter: Vattenfall) to perform an assurance engagement related to
Vattenfall's Corporate Social Responsibility Report for the year 2009
(hereafter: CSR Report). The board of directors and the senior manage-
ment are responsible for the ongoing activities regarding environment,
health and safety, quality, social responsibility and for the preparation
and presentation of the CSR Report in accordance with the applicable
criteria. Our responsibility is to express a conclusion on the CSR Report
based on our examination.

The objective and scope of work

We conducted the engagement in accordance with RevR 6 ‘Assurance of
sustainability reports’issued by FAR SRS. An audit is aimed to achieve
areasonable level of assurance, that the information is free of material
misstatement. An audit includes examining on a test basis, evidence
supporting the amounts and disclosures relating to quantitative and
qualitative information in the CSR Report. A review is mainly limited to
inquiries of company personnel responsible for sustainability issues
and analytical and other review procedures. A conclusion based on our
review provides a limited level of assurance and does not provide the
level of assurance as the conclusion of our audit. Since this constitutes
acombined assurance engagement, our conclusion regarding the audit
and thereview will be presented separately.

Our engagement is aimed at providing assurance on the CSR Report
with the purpose of either providing reasonable assurance (hereafter
referred to as the audit) or limited assurance (hereafter referred to as
review):

1. Our audit has included the following information:

a.Financial information, GRI-indicator EC1

b. Head count, GRI-indicator LA1

c.CO, emissions as disclosed in the table 'CO, emissions, per year

(total and specific)’ on page 57
d. SO, and NO, emissions from the plants in Janschwalde and
Lippendorf with a total of 28,3 ktonnes SO, and 22,5 ktonnes NO,
emissions
2. Areview of the other information in the CSR Report

Our assurance engagement does not include the assumptions used, or
whether it is possible for the company to achieve future-oriented infor-
mation (such as goals, expectations and ambitions).

The criteria that our procedures are based on are the applicable parts
of the Sustainability Reporting Guidelines G3, published by the Global
Reporting Initiative (GRI), which are relevant to sustainability reporting,
as well as the accounting and calculation principles that the company
has developed and identified. These are presented on page 43 of the
CSR Report. We believe that these criteria are suitable for preparation
of the CSR Report.

Procedures

Review procedures

The main procedures of our review have consisted of the following:
Update of our knowledge and understanding for Vattenfall's organiza-
tion and activities

Assessment of suitability and application of criteria in respect to
stakeholders' need of information

Assessment of the result of the company’s stakeholder dialogue
Interviews with responsible managers, at group level, subsidiary level
and at selected business units in order to assess that the qualitative
and quantitative informationin the CSR Report is complete, accurate
and adequate

Review internal and external documents to assess if the information
stated inthe CSR Report is complete, accurate and adequate

Evaluation of the design of systems and processes used to collect,
manage and validate CSR information

Evaluation of the calculation methods of the SO, and NO, emissions
Analytical review of reported information

Reconciliation of financial information against company’s Annual
Report 2009

Assessment of the company's declared application level according to
GRI guidelines

Assessment of the overall impression of the CSR Report, and format,
taking consideration of the internal consistency of information with
the relevant criteria

Reconciliation of the reviewed information against the CSR informa-
tionin Vattenfall’'s Annual Report 2009

Audit procedures

Our audit has included the following procedures:

Examining the design and function of relevant internal controls within
the systems and processes used to collect, manage and validate in-
formation on the selected indicators during the period covering the
reporting period

Reconciliation of reported information against internal and external
source documents and performing detailed test of the above selected
indicators

Reconciliation of indicator EC4 on page 79 against Vattenfall's finan-
cial statements for the year 2009

Evaluation of the calculation methods of Carbon dioxide emissions

We believe the evidence we collected during our procedures to be suffi-
cient and appropriate in order to support our conclusions listed below.

Conclusion

Our conclusion based on our audit

Based on our audit procedures we believe that the information in
Vattenfall's CSR Report 2009, included in our audit, has in all material
respects, been prepared in accordance with the above stated criteria.

Our conclusion based on our review

Based on our review procedures nothing has come to our attention that
causes us to believe that the information in Vattenfall's CSR Report
2009, included in our review, has not, in all material respects, been
prepared in accordance with the above stated criteria.

Stockholm, March 24, 2010
Ernst & Young AB

Hamish Mabon
Authorized Public Accountant
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Authorized Public Accountant



GLOSSARY

3C Combat Climate Change. A global initiative, launched by Vattenfall,
aimed at creating a global alliance of companies demanding integration
of climate issuesinto the world markets. From 2010 the 3C Initiative
collaborates with the Stockholm Environment Institute (SEI) to produce
research on climate policy.

Base load A term that describes electricity or district heating demand
that exists irrespective of load fluctuations. This constant demand is
met by power plants that operate 24 hours a day, 365 days a year. (See
also peak load.)

Bioenergy Bioenergy is generated by the use of biomass fuels.

Biogenic The term means something generated by living organisms and
is used to differentiate between waste fractions that are biogenic com-
pounds (such as food residues, paper, etc.) and fossil compounds (such
as plastic etc.).

Biomass Biomass refers to products, waste and residues from agricul-
ture, forestry and related industries, as well as the biogenic fraction of
industrial and municipal waste.

Biomass fuel Biomass fuels are solid, liquid or gaseous fuels with bio-
mass origin, which are used for energy purposes. (This is contrary to
biofuel, which predominantly refers to gaseous and liquid fuels used for
transportation.)

Business Group (BG) Vattenfallis organised into fourBusiness Groups:
BG Central Europe, BG Nordic, BG Benelux, and BG Pan Europe. The
Business Groups comprise business units and Shared Service Centres.

Business unit (BU) Vattenfall's business operations are conducted
through business units with full responsibility for accounting, control-
ling, profitability and value creation.

Capacity Capacity is the maximum ability of for example a power plant
to generate electricity or an electricity distribution grid to transfer
electricity. It is usually measured in megawatt (MW). It can refer to input
(fuel or thermal capacity, MWth) or output (electric capacity, MWe or
heat capacity).

Carbon dioxide (CO,) Carbon dioxide is naturally present in the atmo-
sphere and involved in photosynthesis, but is also formed during com-
bustion. The chemical formulais CO,. Carbon dioxide is necessary for
life on earth to exist. It is agreenhouse gasin the atmosphere, see GHG.

CCS Carbon Capture and Storage involves technologies for isolating

carbon dioxide from flue gas (at combustion plants) and storing it. This

means that a significantly lower amount of CO, is emitted into the atmo-

sphere. There are three principal ways to capture CO, produced inlarge

power plants:

» Oxyfuel combustion, where fuel is combusted in oxygen instead of air

* Postcombustion, where CO, is removed from the flue gas

* Precombustion, where carbon is removed from the fuel before com-
bustion

CHP Combined Heat and Power. CHP plants generate both electricity
and heat.

Climate change Increase of the global temperature caused by a higher
concentration of greenhouse gases in the atmosphere, adding to the
natural greenhouse effect.

Coal (hard coal and lignite) is combusted to generate electricity and
produce district heating. Coal is a major energy source around the
world, and is used to produce about 67% of global electricity supply.

CO, neutral A fuel or processed is termed CO, neutral if it does not lead
to the accumulation of excess CO, the atmosphere.

Deregulate Deregulation removes legal restrictions on economic activ-
ity in order to facilitate freer competition. In the power sector, this often

Glossary

refers to the elimination of monopoly rights for utilities and the creation
of a competitive electricity industry.

District heating A method for distributing heat energy for heating a
number of buildings from a central location. To achieve this, hot water is
circulated through a system of pipes, usually underground.

EEX European Energy Exchange, the German electricity exchange.

Efficiency The efficiency of a power plant denotes the percentage of the
input energy that is converted into electricity and/or heat.

EMAS Eco Management and Audit Scheme. European Commission regu-
lations for environmental management and auditing.

Energy Several different forms of energy exist, for example potential
energy, kinetic energy, thermal energy, and electromagnetic energy.
Energy is measured in joule (J) or watt-hours (Wh), meaning power
(watt) multiplied by time. It is common practice to use an appropriate
prefix, such as kilo for 1,000, mega (M) for 10¢ (1,000,000), giga (G) for
10° or tera (T) for 10 (1,000,000,000,000).

EPD Environmental Product Declaration. An ISO standard for certified
environmental product declarations (see www.environdec.com).

EU ETS, the European Union Emissions Trading Scheme, wherein com-
panies buy and sell permits to emit greenhouse gases under a shared
cap. The EU ETS covers electricity generation and much of heavy indus-
try, and will also cover airlines from 2012.

Fossil fuels Fossil fuels are originally formed from vegetation and mi-
croorganisms that have been transformed into coal, oil and natural gas
over the course of millions of years. Today, fossil fuels are the world's
biggest source of energy, supplying some 80% of all used energy.

Gas Natural gasis a fossil fuel consisting mainly of methane. Natural gas
iscommercially produced from oil fields and natural gas fields.

Generation Generation of electricity.

GHG Greenhouse gases — gases in the atmosphere, such as carbon diox-
ide, methane and nitrous dioxide (N20), that trap heat and thus contrib-
ute to the greenhouse effect.

Global Compact The UN Global Compact is an initiative to encourage
businesses worldwide to adopt sustainable business practices and com-
prises of ten principlesin the areas of human rights, labour, environ-
ment and anti-corruption.

GWh A measurement of energy. Abbreviation of gigawatt-hour, or 10°
(1,000,000,000) watt-hours.

Hard coal Hard coal is a black, sedimentary rock type with a carbon con-
tent of 84%-91%. See also fossil fuel.

Hydro power Hydro power plants use the gravitational force of run-
ning water to generate electricity. In reservoir plants, water is kept in
dams to be able to reqgulate the generation.In run-of-river river plants,
turbines are placed directly in the water stream. Pumped storage plants
are used to store energy generated from other sources.

IAEA International Atomic Energy Agency. UN's centre of co-operation
inthe nuclear field. IAEA works with its member states and multiple
partners worldwide to promote safe, secure and peaceful nuclear tech-
nologies (www.iaea.org).

IEA International Energy Agency. The International Energy Agency
(IEA)is anintergovernmental organisation which acts as energy policy
advisor to 28 member countries in their effort to ensure reliable, afford-
able and clean energy for their citizens.

1SO14001 An international standard to certify environmental manage-
ment systems.
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Glossary

Joule Unit of work or energy.1joule =1watt second = 2.7778 x10~* watt-
hour. Since joule is a small unit, giga joule (GJ) is often used, 10° Joules,
which is equivalent to 278 kWh.

kWh Unit of energy. Abbreviation of kilowatt-hour, or 1,000 watt-hours.

Lignite Lignite is a soft brown type of coal, with characteristics that
places it somewhere between hard coal and peat. Lignite has a lower en-
ergy content and different characteristics than the longer-compacted
hard coal.

MW, MW_, MW, A unit of power (energy per unit of time). See also capac-
ity.
MWh Unit of energy. Abbreviation of megawatt-hour, or 106 watt-hours.

NordPool The Nordic electricity exchange.

NO, Nitrogen oxides (NO and NO,) are formed when nitrogen reacts with
oxygen during combustion. NO, have many adverse effects on the envi-
ronment such as causing ground-level ozone that triggers respiratory
problems, and contributing to acidification and eutrophication.

Nuclear power In nuclear reactors, uranium is used to heat water to
generate electricity. Nuclear power is used as a base load power in many
energy systems.

Ocean energy Energy in waves, currents and tidal streams is used to
generate electricity. For example, surface buoys may be used to absorb
wave energy.

Qil A mixture of different hydrocarbons usually called crude oil. Crude
oil cannot be used directly, but is araw material that is refined at an oil
refinery into arange of products. See also fossil fuel.

OSART Operational Safety Review Team, an IAEA programme under
which international teams of experts conduct in-depth reviews of opera-
tional safety performance at nuclear power plants

Oxyfuel combustion A type of CCS technology. The Oxyfuel combustion
process eliminates nitrogen from the flue gas by combusting the fuelin
amixture of oxygen and recycled flue gases. After combustion, the flue
gasis cleaned.

Peak load Short term peak demand of electricity or district heating is
called peak load (see also base load).

Peat Peat is an accumulation of partially decayed vegetation matter
and forms in wetlands or peat lands, variously called bogs, moors, mus-
kegs, pocosins, mires, and peat swamp forests. Peat is not classified as
biomass or as fossil fuel according to IPCC, although it could be defined
as slowly renewable.

Plug-in-hybrid car A plug-in hybrid electric vehicle is a hybrid vehicle
with batteries that can be recharged by connecting a plug to an external
electric power source. It has an electric motor and an internal combus-
tion engine.

Renewable energy Energy from natural resources that are renewable,
or naturally replenished. For example wind, solar, geothermal, wave,
tidal, hydropower, biomass and biogas.
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Scram An emergency shutdown of a nuclear reactor.

SKB Svensk Karnbranslehantering AB. Swedish Nuclear Fuel and Waste
Management Company, tasked with managing Swedish nuclear and
radioactive waste in a safe way. Partly owned by Vattenfall.

Smart Grid A smart grid or intelligent network delivers electricity from
suppliers to consumers using two-way digital technology to control ap-
pliances at consumers’ homes to save energy, reduce cost and increase
reliability and transparency.

SO, Sulphur dioxide is formed when fuels containing sulphur com-
pounds, such as coal and oil, are combusted. When SO, is emitted to the
air, it causes acidification of water and soil.

Stakeholder A Stakeholder is a person, group, organization, or system
who affects or can be affected by an organization’s actions or who is
interested at anincident, process or the economically development of a
company.

Thermal power Electricity generated via a heating process, such as
agas turbine or asteam cycle in a coal-fired or nuclear power plant
(compare CHP plant).

TWh Unit of energy. Abbreviation of terawatt-hour, or 102 watt-hours.
UN United Nations

Unbundling Unbundling rules form part of national legislation, based
on EU directives, and state that transmission and distribution business
must be separated (for instance placed in separate legal entities) from
other businesses, especially the electricity generation and sales busi-
nesses. Accordingly, the regulated monopoly business is separated
from the businesses under free competition.

Uranium A silvery-gray metallic chemical element with the highest
atomic weight of the naturally occurring elements. Uranium is weakly
radioactive and occurs naturally in low concentrations (a few parts per
million) in soil, rock and water. It is commercially extracted from urani-
um-bearing minerals such as uraninite. When used in nuclear reactors,
uranium is enriched which means that the content of the isotope U235
has beenincreased.

Value chain Set of interrelated economic activities that combine to
create value in the production of goods and services.

Waste incineration Waste incineration plants generate heat and/or
electricity. As combustible waste mainly consists of organic (biogenic)
material, waste is considered to mainly generate bioenergy.

Wind power Electricity is generated by wind turbines, often built in clus-
ters called wind farms. Power generation depend on wind conditions.



CONTACTS

Vattenfall in general
Elisabeth Strém, Senior Vice President and Head of Communication
elisabeth.strom@vattenfall.com

CSRreporting
Michelle von Gyllenpalm, acting CSR manager
michelle.von.gyllenpalm@vattenfall.com

Environment
Agneta Rising, Vice President, Head of Environment
agneta.rising@vattenfall.com

Research & Development
Lars Strémberg, Vice President, Head of Research & Development
lars.stromberg@vattenfall.com

Human Resources
Lars Gejrot, Senior Vice President,
Head of Human Resources, lars.gejrot@vattenfall.com

Hanna Hallier-Reuff, Head of Organisational Development,
Human Resources, hanna.hallier-reuff@vattenfall.com

Financein general

Dag Andresen, Second Senior Executive Vice President,
Chief Financial Officer,

dag.andresen@vattenfall.com

Investor Relations
Klaus Aurich, Head of Investor Relations
klaus.aurich@vattenfall.com

Additional information
www.vattenfall.com/csr
www.vattenfall.com/ccs

Disclaimer
Vattenfall considers that the information contained in this report

presents atrue and fair picture of Vattenfall. The CSR report has been

assessed by a third party as described in the assessment statement.
The financial data presentedin the report are taken from Vattenfall's
audited annual accounts. The reporting currency of Vattenfall AB is
SEK. For detailed information on Vattenfall's financial status and per-

formance, the reader is kindly requested to refer to the Annual Report.
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