
Alpiq got off to a successful start in 2009, and
Atel and EOS are now well integrated into
the new company. While figures fell short of
the record highs posted in 2008, the results
are solid and give cause for satisfaction consid-
ering the difficult economic and regulatory
environment. On this basis, Alpiq can continue
to make an important contribution to energy
security in Switzerland and across Europe.
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In economic and regulatory terms, Alpiq’s first financial year was a challenging

one inwhichwe had to deal with the fall-out from the financial and economic crises,

while adjusting to partial market liberalisation in Switzerland as well as other liber-

alisation programmes in Europe. Added to that, much of our time was taken up with

the integration of Atel and EOS, two enterprises with rich traditions, to create a

strong new Alpiq.

As financial and economic conditions worsened during 2009, declining sales

volumes and lower prices took their toll on sales and year-end results in all European

markets, making it impossible to match the record figures posted in 2008. However,

thanks to our success in capitalising on emerging market opportunities, the overall

results of operations are slightly above expectations. So, viewed against this back-

drop, our results are solid and gratifying.

Market liberalisation and partial deregulation

Within theEU, liberalisationproceededapaceduring 2009,withnewrulesbeing

issued for renewable energies and new climate targets being set. In addition, Alpiq

had to contend with the de facto separation of power generation and transmission

operations, tighter transparency regulations and greater solidarity among EU mem-

ber countries, as laid down in the EU Treaty of Lisbon. In the event of serious supply

problems, energy deliveries betweenmember countries have priority over deliveries

to non-member countries. This also has implications for Switzerland.

The partial liberalisation of the Swiss market, which came into force at the

beginning of 2009 with the enactment of the Electricty Supply Act, also created new

conditions. Since then, the Federal Council andElComhavebeen forcingpricesdown,

while new legislative requirements and regulations are driving generation costs up.

Decisions on renaturation, coupled with campaigns to promote renewable energies

Editorial

Alpiq Is a Promise for the Future

2009 was an exciting year for our company. Alpiq
developed well, mastering somemajor challenges
and positioning itself successfully as an important
player in the Swiss and European energymarkets.
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Editorial

and raise water rates, are all part of this trend. The funds earmarked for such meas-

ures will deplete the capital available to invest in enhancing energy security.

Climate change and nuclear power

Despite high hopes ahead of the UN Climate Change Conference held in Copen-

hagen in December 2009, the participants merely agreed to take action aimed at re-

stricting global warming to no more than two degrees Celsius (versus the reference

year 1850) by the end of the century. It will be up to subsequent efforts to achieve a

“world climate order” to formulate concrete, legally binding reduction targets.

Energy generation in the EU and Switzerland therefore remains within the bound-

aries of the applicable CO2 reduction targets.

On the other hand, the global rise in CO2 emissions and the (as yet) limited

potential of renewable energies havemoved nuclear power even closer to the top of

thepolitical agenda. Several Europeancountries, includingSwitzerland, areplanning

to build new nuclear power stations. At present, the authorities are evaluating three

projects. Ultimately, itwill be up to Swiss voters to decide on the construction of new

nuclear power plants.

More investments in the power generation portfolio

Neither the difficult market environment, nor the challenges associated with

themerger stoppedus from investing in the expansion of our power generation port-

folio. In 2009 we commissioned the newMonthel industrial power plant in the Swiss

canton of Valais. And in summer, construction work started on the Nant de Drance

pumped storage power station. January 2010 also saw the repowering of the import-

ant Cleuson-Dixence hydroelectric station, also in the Valais, which had been under-

going extensive repairs since the rupture of the penstock in 2000.

During the year, the 56 MW Spreetal gas-fired combined cycle power station in

Germany came online, and last autumn the turbines were installed for the two co-

generation projects in San Severo in Italy and Bayet in France. Construction of the

Vetrocom wind farm in Bulgaria, which began in 2009, is nearing completion. 2009

was also a special year for our Energy Services segment, as Germany’s first experi-

mental solar thermal power station in Jülich went into operation. Alpiq acted as

general contractor for this project via its subsidiary KraftanlagenMünchen.
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“Despite the economic

downturn we’re invest-

ing in new generation

plant. For example, the

Nant de Drance pumped

storage power station,

one of the most im-

portant infrastructure

projects in Switzerland.”

Giovanni Leonardi
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Effects of themerger

ThemergerofAtel andEOS to formAlpiqhas createdanenergyutilitywithenor-

mous future potential. In the medium term, growth opportunities and profitability

will significantly increase. However, the financing required for the merger and in-

tegration will weigh on the statement of financial position and income statement

over the short term. At present the economic and financial crises and the resultant

fall in market prices are additionally impacting our financial position. This is com-

pounded by the negative consequences of regulation in the energy sector. To offset

short-term charges and ensure growth in the medium term, Alpiq intends to im-

plement a targeted, consistent programme of financial consolidation over the next

two to three years. This programme will cover capital spending as well as earnings

and cost factors with the aim of reducing debt and improving the outlook for future

performance.

We have already made fundamental progress in Alpiq’s first year of operation.

The brand is now a brightly shining symbol that holds a promise for the future. With

our activities in the Energy and Energy Services segments, we are making an im-

portant contribution toenergy security in SwitzerlandandEurope.Our thanksgoout

to all our shareholders, employees and customers.

On behalf of the Board of Directors and Executive Board

Hans E. Schweickardt Giovanni Leonardi

Chairman CEO
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“Alpiq has got off to

a splendid start. I am

proud that Atel and EOS

have joined forces

to create a strong Alpiq.”

Hans E. Schweickardt
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“Insieme” Project

“The new Alpiq must be more than the sum of its parts.” This was the goal de-

clared by Alpiq CEO Giovanni Leonardi as he explained the motto behind the merger

betweenAtel and EOS at the launch of the Insiemeproject on 1 February 2009 to com-

bine the strengths of the two companies.

Insieme means “together” – a name that says it all. This project was dedicated

to shaping Alpiq’s operating structure over the eleven months up to the end of 2009,

and the company successfully started operating on 1 January 2010, armedwith a new

organisation, a revised business model, a changed role for the Corporate Centre and

the first new processes.

Teamwork within the Insieme project was constructive and goal-oriented.

Employees rapidly identified with the new company, joining forces across old Atel

and EOS boundaries to engage in the discussion on structuring Alpiq. With project

targets achieved on schedule and within budget, the Insieme project was success-

fully completed at the end of January 2010.

The main content and results of the project can be summarised under the four

headings of organisation, business model, Corporate Centre role, and processes. The

basic task was to reorganise the Energy Switzerland and Trading & Services business

divisions and the Corporate Centre, all of which were heavily affected by the inte-

gration process. Roles and responsibilities were reviewed and revised, interfaces de-

fined and employees assigned to their new organisational units. The new business

model and the Corporate Centre’s changed role also necessitated adjustments in the

EnergyWestern Europe and Energy Central Europe business divisions.

The core objective of the Insiemeprojectwas to develop standardised business

processes for the Energy segment’s asset-based activities, bringing together the best

aspects of the existing Atel and EOSmodels and taking into account regional market

attributes such as legal requirements or existing contracts and partnerships.

In future Alpiq’s Corporate Centre, comprising the three functional divisions for

Financial Services, Management Services and Business Development, will be respon-

sible for steering, coordinating and controllingGroup-wide business activities, defin-

ingGroup-wideguidelines and standards, implementing interdisciplinary andGroup-

wide processes, and providing services to support Group steering.

Insieme – Building a New Alpiq Together
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With their different

languages and cultures,

the two partners will

enrich the new organ-

isation through diver-

sity, enabling synergies

to be exploited.
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Segments

Reduced industrial production in Europe drove demand
for electricity down, especially at peak load times. Across
Europe, demand fell by an average of 3% to 4% versus
2008, with wide disparities from country to country. The
drop in Swiss demandwas rather less than the average.
Alpiq’s electricity sales in Switzerland even outperformed
the industry as a whole. Lower demand for electricity
had a direct impact on spot market prices, particularly for
peak load electricity. Being dependent on industrial ac-
tivities, the electricity sector only saw a partial reversal of
this trend spasmodically and latterly in the second half
of the year. Although demand declined overall in South-
Eastern and Eastern Europe, Alpiq managed to step up
sales there, while performance in markets such as Italy,
France and Spain exceeded expectations.

Expansion of electricity generation outside Switzer-
land proceeded according to plan. The Spreetal power
station in Germanywent into operation, and construction
of more gas-fired combined cycle power stations in San
Severo, Italy, and Bayet, France, is making good progress.
The large-scale Cleuson-Dixence and Nant de Drance
projects are also well under way. After several months of
pilot operation, Cleuson-Dixence was commissioned in
the first few weeks of 2010. Throughout 2009, Trading &
Services felt the effects of the exceptional slowdown in
demand and the ensuing fall in prices.

Energy Segment
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Energy Switzerland

Energy Switzerland

Market Switzerland

Thanks to Alpiq’s balanced Swiss portfolio, the economic situation had less of

an impact onMarket Switzerland’s sales of electricity than the average seen in the in-

dustry. ThisportfolioallowsAlpiq tomakean important contribution toenergy secur-

ity in Switzerland, with most of the electricity being sold to customers indirectly

through its Swiss shareholders, joint ventures, subsidiaries and associates.

Partial liberalisation so far with little impact

The first phase of electricity market liberalisation, from 2009 to 2013, has so far

brought about virtually no change in the price environment prevailing in the Swiss

marketplace. For the time being, only large customers with an annual consumption

volume of 100MWh or more are free to choose their electricity supplier. Because of

the high price volatility, large consumers are seeking long-term purchase contracts

with reliable partners.While price remains an important criterion, it has lost some of

its significance.

After reviewing its commercial positioning in Switzerland, Alpiq decided to

bring its sales activities inOlten and Lausanneunder one roof. These activities centre

on energy business with shareholder-customers and strategically important resell-

ers. This restructuring led to a new organisational structure specifically tailored to

the new challenges.

In Switzerland, Alpiq is actively involved in the procurement of energy from

waste incineration plants (WIP). In 2009, it signed energy purchase agreements with

three WIPs, and agreements with other WIPs are under negotiation. Alpiq also dem-

onstrated its innovative approach by supplying the Cartaseta paper factory with in-

dustrial steam from the Gösgen nuclear power station via a brand-new pipeline. This

will reduce annual CO2 emissions by more than 8,000 tonnes by doing away with the

need for around 2,500 tonnes of heavy oil per year.

Società Elettrica Sopracenerina

Overall, 2009 was a positive year for Società Elettrica Sopracenerina SA (SES) in

Locarno, which supplies electricity to much of the northern Ticino region. The chal-

lenging capital expenditure plan was adhered to, and costs as well as profit were on

target. Due to higher household consumption in the cold months of January and

February, electricity sales were slightly above target.

The liberalisedmarket is presentingmajor challenges to SES. The new cantonal

law on electricity came into force on 1 January 2010, which means that SES needs to

negotiate new licensing agreements with the local authorities by the end of 2013.

SES has also renegotiated its electricity delivery agreement with Azienda Elettrica

Ticinese (AET), since the current agreement expired at the end of 2009. Although sell-

ing prices still remain below themarket price, themarked rise in purchase prices has

forced SES to pass some of this increase on to end customers.
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SES met its capital expenditure targets and those for the implementation of

new tariff structures, while keeping the financial consequences of the new price

structure firmly under control. Goodprogresswas achieved in the collaborationwith

Aziende Industriali di Lugano on a joint service centre, and the unit went into oper-

ation on 1 January 2010.

Alpiq Versorgungs AG

In thewake of themerger between Atel and EOS to form Alpiq, Atel Versorgungs

AG (AVAG) changed its name and has been operating as Alpiq Versorgungs AG (AVAG)

since3August 2009. Theadministrative changes requiredby theElectricity SupplyAct

for the partially liberatedmarket were implementedwithout any notable incidents.

Sales in 2009werehigher thana year earlier, since grid losses on the energy side

are now charged to income too. Energy sales to end customers nearly matched the

prior-year level. One of the highlights of the year was the commissioning of the

Kappel substationand theRankwaagesubstation inOlten. 2009also sawthedecision

to dispose of the Niederamt district heating network.

AVAG devoted its efforts to building up the energy efficiency platform for the

canton of Solothurn’s building programme “Jetzt energetisch modernisieren” (“Put

your energy into modernising now”). One important goal for the near future is to

bring geographically dispersed operating facilities under one roof, in a new oper-

ations building sharedwith our cooperation partner, Städtische Betriebe Olten.

AEK Energie AG

AEKEnergie AG can look back on a successful year of operation in 2009, inwhich

it substantially grew its energy consulting services for private and business cus-

tomers through additional offerings, while signing long-term energy delivery con-

tracts with numerous SME customers.

AEK exceeded the targets set for pellet sales and played a key role in launching

the pellet industry organisation “propellets.ch”, which aims to ensure that the Swiss

pellet market grows at an even stronger rate than to date. In the contracting busi-

ness, which primarily specialises in district heating networks and pellet systems,

AEK recorded a successful year. AEK’s electrical installation business also enjoyed

a high volume of incoming orders throughout the year.

Thermal Power Generation

The twonuclear power stations, Gösgen and Leibstadt, operated as planned for

the year.While the annual overhaul at theGösgennuclear plant in Junewentwithout

a hitch, the overhaul of the Leibstadt nuclear plant in August lasted longer than

scheduleddue to the scale of tests required. Gösgennowsupplies industrial steamto

the Cartaseta papermill in Däniken/SO.

Progress in the Niederamt nuclear power station project

Alpiq invested a great deal of effort last year in developing and enhancing the

Niederamtnuclear power stationproject, forwhichageneral licenceapplicationwas

submitted to the Federal Office of Energy (FOE) in June 2008. With this project for a
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newnuclear power station, Alpiq intends tomake an important contribution to Swit-

zerland’s long-term energy security.

Modern combined heat and power station in the Valais goes live

One important event during the year was the inauguration of the Thermatel

plant on 23 October 2009. The new industrial power station went into operation in

Monthey, canton of Valais, after a 20-month construction period. The efficient com-

binedheat andpower facility has an electrical output of 55MWanda thermal output

of 43 MW in the form of industrial steam. At more than 80%, this new thermal power

station has an exceptionally high efficiency level.

Hydro Power Generation

Last year, the Swiss hydroelectric power stations owned by Atel and EOS joined

forces in Alpiq’s Hydro Power Generation division. Now that Cleuson-Dixence has

resumed operations, the division has roughly 3,000 MW of highly flexible generation

capacity at its disposal. The reorganisation took upmuch of the business unit’s time

and effort during the year. Overall performance in 2009 was positive, with hydro-

electric generation ending the year around 10% above the budgeted averages.

While high precipitation during thewinter resulted in above-average inflows of

water for some facilities, inflows for somepower stations,mainly inwestern Switzer-

land, remained at average levels owing to strong snow evaporation. Historic lows

were recorded by several run-of-river power stations due to the sustained dry period

experienced in September 2009.

Large-scale projects: Cleuson-Dixence and Nant de Drance

Following comprehensive repairs to the penstock, the Cleuson-Dixence plant is

up and running once more, and the full capacity of 1,200 MWwill again be available

to the partners from 2010. The hydroelectric complex consists of the water catch-

ment area behind the Grande Dixence dam, a 15.8 kilometre long intake tunnel,

a 4.3 kilometre long pressure shaft and the Bieudron underground power station

where pilot operations started at the end of 2009. The cost of repairs and work to

re-lay the penstockwas aroundCHF 365million. The plant had to be shut down for ex-

tensive repairs following an accident in December 2000 involving a nine-metre long

crack in the penstock above Bieudron.

The Nant de Drance pumped storage power station, which utilises the head

between the Emosson and Vieux Emosson reservoirs, is a key project for Alpiq. The

power station is beingbuilt completely underground so as tominimise the impact on

the environment. Alpiq has a 54% stake in Nant de Drance, with the Swiss Federal

Railways holding 36% and Valais-based FMV 10%. Nant de Drance is one of the most

important Swiss infrastructure projects for hydroelectric generation and, with its

600MW turbine and pump capacity, will play a pivotal role in ensuring energy secur-

ity for Switzerland. The power station is scheduled for commissioning in 2015.

Energy Switzerland
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Expansion and renovation projects

The year under review saw completion of the project tomodernise the Flumen-

thal run-of-river power stationon thebanksof theRiverAarenear Solothurn.Workon

optimising the turbines has improved energy efficiency by around 6%, enabling an

additional 1,750 households to be supplied with electricity. The investment cost was

around CHF 25million.

Several projects were launched last year. The hydroelectric power station in

Chippis, built in 1908, is to be comprehensively modernised between May 2009 and

October 2012, followingwhich itwill boast a capacity of 24MW. The plantwill be shut

down for only a short time during the construction period. The cost of the project is

aroundCHF70million.Othernewprojects inwhichAlpiqhasa stake includeaproject

to divert water from Lugnez to the Zervreila power stations in Vals, total renovation

of the facilities of Kraftwerke Hinterrhein AG in Thusis, a project to divert glacier

water in the Val d’Anniviers to the Gougra power stations in the Valais, the Forces

Motrices du Hongrin-Léman pumped storage plant, and a project to expand and up-

grade the facilities belonging toElectra-Massa, Energie ElectriqueduSimplon, Forces

Motrices du Grand St. Bernard, Salanfe and Grande-Dixence. The projects are being

carried out in close collaborationwith the co-owners of these joint ventures.

The mission of Alpiq EcoPower AG is to expand small hydroelectric facilities in

Switzerland. With the compensatory feed-in remuneration (CFR), operators receive

subsidies to cover their operating costs. The young Alpiq subsidiary is working on

around 120 projects for small hydroelectric schemes across Switzerland.

Water rates to be raised

Starting in 2011, water rates will be significantly increased from the present

level of CHF 80 per gross kilowatt. Various cantons have launched remedial imple-

mentationmeasures forwaterwithdrawals. The final deadline for implementationof

the provisions of theWater Protection Act is 2012.

Several cantonal tax authorities are still discussing the possibility of direct

taxation for joint ventures. These justifiable calls by the communities and cantons

affected for a competitive system of taxation on output value must be weighed

against theneed for an appropriate correction at the generationpartners’ site. A new

rule governing joint venture taxationmust be introduced to ensure clarity and plan-

ning security in this respect. Costs rose sharply during the year due to the transfer of

ancillary services to large power stations.

Lengthy licensing procedures continue to dampen capital spending on hydro-

power and other new renewable energies. Yet despite political assurances of a com-

mitment to promoting hydropower, suchprocesses are only being simplified consist-

ently in a few cantons.
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Grid

While the technical/operational implementation of partial market liberalisa-

tionwas accomplishedwithout anynotable problems in the transmission system, re-

cent developments are causing concern from the standpoint of Switzerland’s energy

security. Licensing procedures for high-voltage line projects have been slow-paced.

Transfer of the transmission system to swissgrid at the end of 2011

Alpiq has been building its ownhigh-voltage electricity networks formore than

80 years and owns more than one third of the transmission grid, making it Switzer-

land’s largest transmission system owner. So, when it comes to networks, and es-

pecially the transmissionnetwork, Alpiq is particularly affectedby the consequences

of market liberalisation. Since 2008, the national grid company, swissgrid, has been

responsible for operation of the transmission grid, and ownership of Switzerland’s

entire transmission systemmust be transferred to swissgrid by the end of 2011.

It is therefore important for Alpiq to arrange the transfer of the transmission

systemand the division of responsibilitieswith swissgrid in good time, and to ensure

that the remaining network activities as well as those transferred to swissgrid re-

main competitive well into the future.

ElCom ruling before the Federal Administrative Court

Under the regulations governing the electricity market and in accordancewith

official rulings on transmission charges and ancillary services, Swiss power plants

withageneration capacity of 50MWormoremustbear a substantial part of the costs

for ancillary services (also referred to as “system services”). Alpiq expects the add-

itional annual costs to run into the high double-digit millions.

Alpiq has decided to ask the Federal Administrative Court to examine the indi-

vidual aspects of the ElCom ruling. In particular, the Court is being asked to clarify

whether the Electricity Supply Act permits a sizeable proportion of the costs for

ancillary services – i.e. services that serve to ensure the stability of the high-voltage

transmission system – to be imputed to power plants with a capacity in excess of

50MWwithout any entitlement to pass these costs on.

Closing line gaps

Themost importanthigh-voltage lineproject is for thedouble-strand380kV line

between Chamoson and Chippis in the canton of Valais. The dossier is now in the

hands of the Federal Office of Energy. Implementation of this line will complete the

Swiss 380 kV network fromWest to East and fromNorth to South. Rather than install-

ing a new line, an existing line will be reinforced so as to enable 120 kilometres of

lines in the Rhone Valley to be dismantled. In addition, the 220 kV line section be-

tweenMettlen and Plattischachen in the Reuss Valley, canton of Uri, was re-laid.

Energy Switzerland
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Optimisation

Themerger of Atel andEOS to create Alpiqmade 2009 an exceptional year. Liber-

alisationof theenergymarket,withnewregulationsgoverningancillary services and

balance groupmanagement, presented additional challenges. The ancillary services

market allows the grid operator to purchase electricity from generators and use this

energy to top up transmission capacity and ensure grid stability at all times.

Maximising the value of the energy portfolio: a key task

The financial crisis had a major impact on commodity markets and sparked off

severe fluctuations in electricity prices. Lower energy prices than in 2008 put pres-

sureon theSwissportfolio in relation to international energyprices. Toaddress these

new boundary conditions for the Swiss market, a new Optimisation business unit

was created. Themain task of the new organisation is to work hand in handwith the

Asset Trader unit to maximise the value of the Swiss energy portfolio. Alpiq’s new

trading system is tobe introduced in2010, and thecompanywill vigorouslypursue its

performance targets.
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EnergyWestern Europe

EnergyWestern Europe

MarketWest

Alpiqexceeded its salesandprofit expectations inSpainandFrance, consolidat-

ing its position as the most important alternative to established energy suppliers.

A series of internal and external growth projects helped Alpiq to retain and further

strengthen this position. New customer acquisitions more than offset the decline in

electricity consumption of some customers, especially in Spain.

Within just a fewyears, Alpiq’s Spanish subsidiary, Atel Energia S.A. (fromMarch

2010, Alpiq Energia España S.A.), has established a name for itself as themost import-

ant alternative electricity supplier for end customers in the industrial and service

sectors. And it has done so in a market that continues to be dominated by the trad-

itional national energy utilities. Three years after entering themarket, Atel Energia is

already supplying 1,000 customers throughout the country and hasmore than doub-

led its workforce. One major new customer is the Barcelona underground transport

authority. Atel Energia won the bid against some big-name competitors.

Spain: new office inMadrid

At theendof2009,Alpiq tookoverEDF’sMadrid-basedsalescompany,Hispaelec,

thereby expanding its leading position as an independent electricity supplier. Atel

Energia and Hispaelec collectively sell more than three TWh of electricity per year.

With the integration of Hispaelec to increase Atel Energia’s geographical reach, cus-

tomers are assured of optimal service from the two offices in Barcelona andMadrid.

The structure of the Spanish market changed last year. The main changes in-

volved the takeover of Union Fenosa by Gas Natural and the abolition of all types of

supply tariffs for industrial and service enterprises. On the procurement side, gas-

fired combined cycle power stations played an increasingly important role in Spain’s

generation mix. Falling demand and increased output from wind and hydroelectric

facilities resulted in a sharp drop in electricity prices compared to 2008.

France: regulatory uncertainty

In the Frenchmarket, Alpiq (Alpiq Energie France SAS) successfully defended its

position as a leading electricity supplier alongside EDF despite the difficult regula-

tory environment. A new market regime looks set to replace the current market or-

ganisation in January 2011, although state-regulated tariffs will remain. Due to this

regulatory uncertainty, many customers are reluctant to sign new energy delivery

contracts with alternative suppliers. However, with its prudent sales and hedging

strategy, Alpiq has successfully addressed this risk. Alpiq Energie France delivered

10 TWh of electricity to customers last year and won several tenders against strong

competition.
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Market Italy

Despite the unfavourable economic climate, Market Italy posted a positive per-

formance last year. Although consumption across the country dropped by 7%, the

business unit bucked the negative trend and delivered good results that exceeded

expectations. Business with end customers and optimisation of the portfolio helped

to offset themarket fluctuations and low spot prices.

Wholesale energy business declined year on year due to lower demand in the

wakeof reducedenergy consumption, coupledwith ahigher supply of energyprovid-

ed by new power stations. Total revenue was also down due to the fall in energy

prices and consumption.

Regulatory andmarket challenges

Besides the implications of the economic crisis, the main factor affecting the

outlook for 2010 is thenew legal frameworkand, inparticular, thenewdecreegovern-

ing a review of the energy exchange. Other challenges facingMarket Italy in 2010 are

consolidation of the reseller market, further development of the end customer mar-

ket, alignment of the retail market, the functionality of the new sales platforms and

development of services for them.

It is difficult to predict the extent towhich thenew legislative decreewill affect

the energy exchange, settlement services and green certificates. Decisions by the

newenergy and gas authority on quality standards such as bid transparency andbill-

ing have prompted a review of internal processes. By offering services throughout

the electricity value chain and with its balanced portfolio strategy, Alpiq Energia

Italia is well positioned to address these changes.

Market Nordic

TheMarketNordic unit continues to expand.While thenumber of large custom-

ers rose, thenumberofhousehold customers remained stable. In 2009, Alpiq acquired

170 new customers with an energy consumption of 450 GWh from Enteca. An import-

ant contract formore than 590 GWhwas signedwith the Norwegian Defence Estates

Agency. Another successful move was the introduction of portfolio management in

Denmark, which resulted in a number of new customers. While the customer base in

Denmark is limited due to the relatively low number of large consumers, the list of

customers acquired so far looks highly promising.

Dark clouds were gathering over the Scandinavian market at the beginning of

2009. The market slumped in the first quarter as a result of the financial crisis, but

recovered in the second quarter. The downturn took its toll on Alpiq customers, too.

Economic conditions in the Nordic market are expected to recover next year. The

legal framework to achieve further harmonisation of the Nordicmarket is scheduled

for implementation in 2011. This offers Alpiq an ideal opportunity to position itself in

good time.
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Power GenerationWest

Power generation in Italy experienced itsmost difficult year since Alpiq started

generating electricity there from its own power stations. Profitability suffered par-

ticularly in areas which saw a reduction in steam supply to industrial customers. On

the other hand, construction of the two gas-fired combined cycle power stations in

San Severo, Italy, and Bayet, France, is progressing according to plan.

San Severo and Bayet soon up and running

Since 2007, Alpiq has been building a modern 400 MW gas-fired combined cycle

power station in San Severo, southern Italy, via EnPlus. A milestone was achieved in

September 2009with the delivery of a 300-tonne gas turbine,which has since been in-

stalled. The turbine was transported more than 2,000 kilometres by land and sea to

the power station in southern Italy. The San Severo power station is scheduled to go

into operation as early as the end of 2010.

Alpiq is implementing its first large-scale power generation project in France:

a modern 400 MW gas-fired combined cycle power station to be built in the Auvergne,

on a site in the small rural community of Bayet. The remote location is right next to

the gas and electricity grids. Construction will be over a period of three years and

involve cooperation with local businesses and around 300 local personnel. The new

plant will go into operation at the beginning of 2011.

Renewable energies

Alpiq is stepping up its commitment to renewable energies. Alongside its activ-

ities in Italy and acquisitions of a 10.5MWwind farmand a small hydroelectric power

station in France, Alpiq has signed several cooperation agreements with wind farm

developers in Norway, Sweden and Finland. The licensing procedures are currently

underway and should allowAlpiq to start building, or at least ordering, the firstwind

farms by 2013.

EnergyWestern Europe
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Energy Central Europe

Market Central Europe North

Despite a difficult market environment, the results for Market Central Europe

North – adjusted for exceptional items – were well above expectation. While elec-

tricity consumption showed a sharp downturn in the industrial sector, household

consumption dropped only slightly. Business was impeded due to the growing

number of insolvencies among customers and wholesale trading partners, placing

greater demands on riskmanagement.

Newmarkets in the Baltic and Ukraine

Long-term contracts were more difficult to conclude than usual due to the un-

certainty about long-term trends and the fact that many companies were preoccu-

pied with internal matters prompted by the crisis. One very satisfactory develop-

ment, however, was the expansion into newmarkets in the Baltic and the Ukraine.

Themove to centralise administrative tasks at the Service Centre in Prague gen-

erated important synergy effects. Administrative and operational processes will be

significantly simplifiedasa result of combining several local companies ina singleEU

companywith effect from 1 January 2010. In addition, contact with internal partners

in the neighbouring southerly regionwas intensified and optimised.

Sales business saw harsher competition for margins and orders. At the same

time, demand rose for new non-standardised products and services for large indus-

trial customers. This trend is being driven by new market entrants, ongoing liberal-

isation and furthermarket standardisation. As a result of the economic crisis, energy

suppliers throughout the sector have been keeping a more watchful eye on the

creditworthiness of their customers.

Market Central Europe South

One of the outstanding events of the year forMarket Central Europe Southwas

the acquisition of Romanian energy services provider EHOL Distribution. By taking

over this company on 1 July 2009, Alpiq advanced to become one of Romania’s top

three providers to end customers, thereby further enhancing its position in the

South-East European electricity market. EHOL Distribution serves large industrial

customers and distributors. Energy Holding, a sales company acquired in July, was

successfully integrated.

Strong position in Romania

Since September 2009, Alpiq has successfully established itself as one of the

largest sales companies inEuropebygainingnewcustomers.Due to its balanced cus-

tomer portfolio covering small, medium-sized and large customers, there were no

serious payment defaults in 2009 despite the sustained economic crisis.

Last year, the State Electricity Regulatory Commission in Bosnia-Herzegovina

granted Alpiq a licence for international energy trading, as a result of which Alpiq is

now the country’s largest electricity exporter. In Bulgaria, Alpiq managed to acquire
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its first end customer through its Bulgarian sales subsidiary. Alpiq expanded its trad-

ing business by founding Alpiq Albania and renewed the trading licence for Kosovo

until 2011.

Lower demand for electricity in heavy industry

As a result of the crisis, electricity consumption dropped by up to 10%. At the

same time, liquidity and the number of business partners declined sharply. Due to

high availability of water, electricity prices fell in the first six months of 2009 despite

a short-term gas crisis, but stabilised slightly in the dry third quarter.

One of the main causes of the massive decline in electricity consumption was

thedrastic cutback inproductionbyheavy industry exporters, especially inRomania,

Bulgaria, Macedonia, Serbia and Montenegro. But on a more positive note, several

countries in the region consistently built up their market mechanisms, clearing the

way for competition in energy procurement, sales and transmission. At the same

time, market liberalisation was constrained by the protectionist measures imposed

by some governments and state-run energy utilities.

Carving out newmarkets in South Eastern Europe

In 2010, Alpiq plans to capitalise on new business opportunities and enter new

markets in South Eastern Europe and neighbouring regions. Focus will be placed on

expandingsalesbusinessandwholesaletradingactivitiessinceSouthEasternEurope

offers hugemarket potential due to the current liberalisation and growth of its elec-

tricity markets, coupled with increasing liquidity. However, this is dependent on an

economic recovery and renewed industrial production in the region.

Market Germany

Considering the financial crisis, 2009 was a successful year. Market Germany

achieved its defined targets, benefiting in particular from prices and volumes that

had been contractually fixed well in advance. The small customer segment, served

throughout Germany by sales partner EGT, was more directly affected by the finan-

cial crisis. In this context, a credit risk insurance policy, taken out as protection

against payment default, paid off.

Massive drop in prices

The economic crisis took its toll on energy prices last year. Prices fell sharply at

the beginning of the year, only to fall even further in the latter six months. The aver-

age price level is now lower than a year earlier, compounded by great uncertainty

among customers regarding their future requirements. Compared to the previous

year, much lower volumes have been reserved since customers, mindful of the weak

economic conditions, are unsure howmuch energy theywill need in 2010.

In addition to the fall-out from the economic crisis, the German energy market

was characterised last year by a trend towards concentration and remunicipal-

isation. For example, RWE took over the Dutch company Essent, and E.ON sold Thüga

to amunicipal buyer consortium.

Energy Central Europe
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Power Generation Central

Despite the lowerdemand for energydue todifficult economic conditions, 2009

was an excellent year for Alpiq’s power generation facilities in Central Europe. Their

operating performance was outstanding, and they reached all targets, translating

into near 100% availability and high profitability of the power stations. Business re-

lations with key customers proved highly satisfactory, as a result of which the drive

to expandpower generation inGermany, Hungary, the CzechRepublic andBulgaria is

nowwell under way.

Alpiq Germany opts for gas-fired combined cycle power stations

InGermany,workonmodernising theSpreetal I gas-fired combinedcyclepower

station in Dresdenwas completed on schedule andwithin budget. After successfully

obtaining an operating licence, the power station came online in the third quarter

and started to deliver its first positive contribution margins. Another German gas-

fired combined cycle power station is planned in Premnitz, 70 kilometres west of

Berlin. On 8 September 2009, Alpiq’s German subsidiary Havelland Kraftwerk GmbH

was given the go-ahead for the plant by Matthias Platzeck. The Chief Minister of the

German federal state of Brandenburg made a point of visiting the future power

station site in person to bring the good news from the State Environmental Agency,

which has granted permission for construction of a 400 MW facility at that location.

The 70,000 squaremetre site is now being cleared and prepared for construction.

Expansion plans in Hungary and the Czech Republic

In Hungary, the contract with state-run MVM, Csepel’s largest electricity cus-

tomer,was renegotiatedand revised to cater to thechangedmarket conditions. Prep-

arations for expansion are currently under way, and the licensing procedure for an

additional gas-fired combined cycle block (Csepel III) has been initiated.

High availability and reliability are also the hallmarks of the outstanding

performance recorded by Alpiq subsidiaries Kladno and Zlín Energy in the Czech Re-

public. As operator and regulator, the Czech state has changed themarket conditions

for grid services, opening up additional opportunities for expansion. To simplify

structures, three formerly autonomous companies in Kladnowere successfully com-

bined under a neworganisation. Plans to expand capacity in Kladno by an additional

135MWare progressingwell, with all the necessary licences and permits in place.

Bulgaria: wind farm to go online in late 2010

ThewindfarmbeingbuiltbyAlpiqsubsidiaryVetrocomismakinggoodprogress.

A ground-breaking ceremonyon7May2009marked the start of constructionnear the

city of Kazanlak, 200 kilometres east of Sofia. Vetrocom is installing 20wind turbines

with a total capacity of 50 MW at the site in Buzludja, at a cost of EUR 80million. The

facility is scheduled to start delivering electricity to the grid by the end of 2010.
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Trading & Services

Trading & Services

Power Proprietary Trading

Traditional electricity trading closed the first quarter of 2009 on a satisfactory

note, but this performance could not be sustained in the following quarters. Electri-

citymarketsmoved sideways in the second and third quarters, only showing slightly

more volatility again in the fourth quarter.

The economic downturn resulted in a perceptible drop in prices on the spot and

futures exchanges in the first and fourth quarters of 2009. Electricity prices are heav-

ilydependentonmovements in thepricesofother sourcesof energy, particularlygas,

coal, oil and CO2. Last year’s trends in the prices of these commodities were very

mixed. While oil and CO2 recovered from their lows, coal prices rose only slightly and

gas prices fell even further. This widening gap between gas and oil pricesmade it dif-

ficult to predict prices for individual electricity markets. Prices for CO2 certificates

were affected by the uncertainty surrounding the so-called third phase, and even

briefly plummeted to single-digit figures.

Growing interest in real commodities

The difficult economic environment briefly dampened the market players’ in-

terest, although renewed interest is expected over the medium term. Despite this,

many financial institutionswhich found themselves in difficulties at the start of 2009

did not opt to withdraw from the energy markets. On the contrary, interest in real

commodities appears to have grown precisely because of the financial crisis and

should provide fresh impetus for 2010.

Themarket coupling initiatives resulted in stronger cooperation and a growing

convergence of the spot and futures exchanges. While this led to additional operat-

ing costs during the introductory phase, it has generated benefits for day trading. On

1 January 2010, the Oslo trading activities were transferred from the EnergyWestern

Europebusinessdivision toTrading&Services.Over theyear ahead, thePowerPropri-

etary Trading unit intends to press on with gas trading activities in Oslo in conjunc-

tion with the Olten and Lausanne facilities. Most liquid markets are already covered

by electricity trading, although Spain, Italy and the UK still offer some potential for

expansion. From a product-specific standpoint, one option would be to expand cer-

tain structured strategies. This would result in a closer combination of classical

electricity tradingwith other commodities.

Trading exchanges set to link up

The EU Commission looks set to issue regulatory proposals on the treatment of

derivatives and OTC transactions. These are expected to include detailed accounting

regulations. It is also likely that themarket coupling and transparency initiativeswill

be pursuedmore vigorously, resulting in a closer link-up between trading exchanges.

These developmentswill indirectly affect the business unit’s processes, organisation

and IT structures.
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Power Asset Trading

During 2009, activities primarily focused on efforts tomerge Atel and EOS asset

tradingoperationsandon the introductionof Switzerland’s ancillary servicesmarket

on 1 January. Thanks to timely preparation ahead of the liberalised Swiss market,

Alpiq Tradingwasupand running fromDay 1 andplayed a leading role in formulating

the agreements and bids of the joint venture plants. The regulatory changes have

eliminated certain obligations and created a new market. The technically limited

liquidity of this market for ancillary services has resulted in mandatory market

participation and a completely different way of managing power plants. Moreover,

certain aspects of the new regime were already changed during the first year, ne-

cessitating continual adjustments and triggering heated political and regulatory

discussions, both internally and externally.

Benefiting frommarketmovements

Priceswerecharacterisedbysharpdrops in the firstquarter, followedbyacalm-

erphaseand thenunexpected rises in theautumndue to theabsenceofprecipitation

and an unseasonably cold spell. This was compounded by the fact that price move-

ments among the various countries could not always be predicted accurately and

were sometimes surprisingly extreme. All these factors called for a highly flexible

approach. Supported by its favourable positioning, Alpiq was able to benefit from the

marketmovements, both from the fall in prices early in the year and from the oppor-

tunity to acquire annual capacities.

Focus on cross-border trading

At European level, projects aimed at regional cooperation andmarket coupling

will bring aboutmajor changes in themarketplace. Thismeans it is essential for Swit-

zerland to be optimally integrated. A degree ofmarket harmonisation can be expect-

ed, prompted by the need to avoid further distortion on spot exchanges and to

address the growing problems of wind power feed-ins. Factors which will be key to

the successofoperations inandoutof Switzerlandwill be the flexibility andeffective

integrationof cross-border trading, and theability of thenewSwiss ancillary services

market to overcome its teething troubles and gain critical mass.

Middle Office & Operations

Despite experiencing some exceptionally dynamic changes, this business unit

can look back on a successful year. Here, as in other areas, priority was given to plan-

ning and implementing themerger between Atel and EOS. Initial steps towards inte-

gration were made with a view to setting up a unified reporting system and comply-

ingwith theprovisions of the Swiss FinancialMarket Supervisory Authority FINMAas

part of the move to bring the Lausanne and Olten trading platforms under one roof.

Alpiq integrated the Oslo trading unit into the Power Proprietary Trading business

unit and introduced tools for technical onlinemarket analysis. Anothergoal achieved

in 2009 was the systematic risk/return evaluation of investment proposals.
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Trading & Services

New trading system

The bilateral negotiations on the electricity agreement between Switzerland

and theEUwill be followedattentively. Furtherdevelopments in cross-bordermarket

mechanisms for electricity in Europeanddevelopments inEuropeangasmarketswill

also bemonitored closely.

Multi Commodities & Fuel Management

In its first year of operation, this business unit successfully prepared for its new

tasks, focused primarily on gas, oil and coal trading, gas procurement and price risk

management.

Gas trading stepped up

Alpiq rounded out its presence in the European gas markets in close coordin-

ation with gas trading. This included setting up an international team. Physical gas

tradingwas consistently stepped up, particularly in France and Germany.

Pricemovements in the gasmarketwere heavily influenced by the downturn in

the spot markets in the wake of economic developments. On the procurement side,

prices were driven down as new facilities for liquefied natural gas (LNG) came on-

stream around the world. Conversely, demand for gas fell sharply in Europe, further

widening thegapbetweenshort-termtradingprices and long-termoil-related import

contracts. At present, the general trend is towards a gas market that is increasingly

decoupling from the oil market.

A key role within the Group

Within theGroup, this business unitwill play a key role in procurement, trading

andmarket price risk aggregation.

Origination & Environmental Markets

Established in October 2009 and geared towards a successful pan-European

presence, the Origination & Environmental Markets business unit is in charge of the

origination activities of theMulti Commodities & Fuel Management business unit as

well as parts of the Regulatory & Development business unit, which has been dis-

solved. The unit had a successful financial year. Alpiq is the leader in environmental

markets, a position which was further underpinned through the coordination of the

“green desks” of Atel and EOS.

Success for green powermarketing

Last year saw the start of important work aimed at centralising the manage-

ment of the Group’s CO2 position. Implementation is planned for 2010. The Green

Power Marketing Conference, strongly endorsed by Alpiq and held in Geneva at the

beginning of October 2009, proved a huge success. More than 170 participants from

all over Europe discussed the future development of the Europeanmarket for renew-

able energies with politicians and policymakers from Brussels and Bern.
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The economic downturn drove down the prices in energy markets. At the same

time, trading volumes declined and the counterparty risk increased. Against this

backdrop, Alpiq succeeded in exploiting various opportunities. Trading in green elec-

tricity performed well in a challenging regulatory environment. One factor worth

mentioning is the new EU directive on renewable energies, which should inject fresh

impetus into this market.

Promising potential of green certificates

The potential for development of green certificates will be influenced both by

the aforementioned EU directive and by the trend in the voluntary market. As far as

the political and regulatory environment is concerned, the following developments

and projects are of relevance to Alpiq: market coupling initiatives at European level,

monitoring and transparency requirements, implementation of the EU’s third energy

market package, the development of new gas infrastructure (storage and capacities)

and related regulations governingmarket access.
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Spending on infrastructure and construction is critical
to the business of the Energy Services segment. One of the
main consequences of the financial and economic crisis
was a tendency to postpone capital expenditure projects.
Nevertheless, government incentive schemes and stimu-
lus packages are having a direct and positive impact on
such capital investments, giving rise to expectations of a
rapid recovery.

As a result, German-based Alpiq Anlagentechnik saw
signs of stabilisation, although Energy Supply business
declined. This was compensated by the boost to de-
mand for local and district heating systems provided by
legal incentives. In Switzerland, Building Services and
Transport Technology benefited from the high order back-
log from 2008. Alpiq EcoServices AG, a specialist in energy
efficiency, also performed well. While industrial demand
dropped sharply in Italy, positive growth was seen in
Central Europe. Acquisitions such as Italian-based Rossetto
Impianti were seamlessly integrated.

The renaming and rebranding of the Atel Instal-
lationstechnik Group to the Alpiq InTec Group and the GAH
Group to the Alpiq Anlagentechnik Group were success-
fully accomplished.

Segments

Energy Services Segment
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Alpiq InTec Group

Atel Installationstechnik renamed Alpiq InTec

The merger of Atel and EOS also dominated Energy Services activities during

2009. The reorganisation of the Atel Installationstechnik Group to create the Alpiq

InTec Group (AIT Group)was accomplishedwithin a short space of time, and the Alpiq

brandwas successfully established in themarket, as testified by the amount of posi-

tive feedback received from customers and employees. As part of the reorganisation,

all the building services companies were renamed bymid-2009.

The work to set up the new AIT Group also included the integration of the new

companies acquired in 2009, whichwere incorporated and consolidatedwithout any

problems. The most important purchase in 2009 was the acquisition of Rossetto

Impianti SpA in Italy’s Verona region, which has now been integrated in Alpiq InTec

Verona S.p.A. Formore than 30 years, Rossetto Impianti has specialised inmechanical

plant engineering for the industrial, services and healthcare sectors. This successful

company boasts a wealth of experience in planning, implementing, servicing and

maintaining power generation facilities and unit heating power stations.

The acquisition of Rossetto Impianti, with itsworkforce ofmore than 70 and an-

nual revenue of CHF 28 million (EUR 18 million), ideally complements the AIT Group’s

established activities in the Northern Italianmarket. With this acquisition, Alpiq can

now operate in the Triveneto region as a one-stop shop offering the full range of

building services. This allowedAlpiq to expand its presence in themarket during 2009

and capture a leading position in the region.

High order intake

Theuneasy global economic conditionsduring 2009hadwidely varying impacts

on AIT’s various business areas. In Switzerland, the Building Services and Transport

Technology business divisions benefited from the high order backlog from 2008,

whichkept themworking tovirtually full capacity right fromthestartof theyear. This

trend continued throughout the year, with the volume of incoming orders again re-

maining high for 2009.

Capital spending on public transport remained strong last year, fuelled on the

one hand by public-sector stimulus packages that kept demand for services high, es-

pecially for transport technology, and on the other hand by consistently low interest

rates in the capital market, which additionally boosted construction activities.

Supported by these factors, capacity utilisation remained good throughout the

year. Thishighly favourableorder situationallowedawide rangeofprojects tobecar-

ried out simultaneously. This entailed ensuring that sufficient resources weremade

available for the individual projects, placing even higher demands on staff planning.
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Alpiq InTec Group

The positive trend in Central Europe continued in 2009. Here, too, the public

transport segment benefited from a high appetite for investment. Conversely, in

Italy, the financial and economic crisis was already taking its toll early in the year in

the form of lower prices and declining volumes in building services business. The dif-

ficult economicenvironment inevitablyaffectedmanyareas in thecourseof theyear,

with demanddroppingparticularly sharply in the industrial segment. In Switzerland,

declining market prices – despite the high volume of construction – made for harsher

competition and placed pressure on prices.

Energy efficiency in demand

Energy efficiencywas another priority for AIT during 2009. Activities in this area

were further developed and expanded, with the first related marketing measures

already being implemented and generating a highly positive resonance among po-

tential customers. In this context, efforts to build up and develop Alpiq EcoServices

AG provedmost successful.

This fledgling business arm of AIT offers consulting services that help custom-

ers toplanenergy-efficientnewbuildingsandsustainablyoperateexistingbuildings,

with emphasis on cutting operating costs and energy consumptionwhile retainingor

evenenhancingcomfortandreducingCO2emissions. Thepopularity of energy efficien-

cy and the related services offered by this young company is reflected in an extreme-

ly positive volume of incoming orders.

Alpiq helps Coopwith its carbon footprint

In2009,AITwonandimplementedanumberof importantcontractsandprojects.

Alpiq now supports Coop in its bid to become carbon neutral by 2023. The mass mer-

chandiser intends to achieve this, among other things, by phasing out the use of fossil

fuels, consistentlyusingwasteheat, improving insulationandconverting salesoutlets

to the Minergie standard. As part of a pioneering project, the Refrigeration Techno-

logy Department in Interlaken installed the first trans-critical booster refrigeration

system in spring 2009.

Another highlight of the year was the new waste incineration plant in the can-

ton of Ticino, where installation work is right on track. Pilot operations commenced

at the end of October 2009, and handover to the cantonal waste disposal company is

scheduled for February 2010. Alpiq supplied the electromechanical systems for the

waste incinerationplant,which is designednotonly toburndomesticwastebut also,

using its 20MW turbine, to harness the steam by-product to generate electricity.

Progress on the Gotthard Base Tunnel was another important focus for AIT in

2009. Following the signing of the works contract for railway technology in 2008, the

Transtec Gotthard consortium turned its attention in 2009 to implementation and

detailed planning. In autumn, the consortium took over the installation site in Biasca

and started constructionwork right on schedule.
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Priority on AlpTransit Gotthard

The AlpTransit Gotthard projectwill continue to be an important priority for AIT

in 2010. The Transtec Gotthard consortium will begin operating at the South instal-

lation site in the first six months and start to install the railway technology in the

Gotthard Tunnel in mid-year. Energy efficiency continues to play a pivotal role. Alpiq

is giving this issue its full attention and intends to further expand activities in this

area so as tomake an important contribution to cutting CO2 emissions in 2010.

Alpiq Anlagentechnik Group

Following a sharp economic downturn in the first half of the year, the German

economy stabilised in the third quarter. While the economy appears to have bot-

tomedout, spending remained extremely lacklustre up to the year end. Conditions in

themarkets servedby the twobusiness fields of theAlpiq AnlagentechnikGroup (AAT

Group) – Industrial andPowerPlantEngineering (IPPE) andEnergySupply Technology

(EST) – differedwidely last year.

Whereas spending in the IPPE area was high, especially on new power plant

construction, EST’s energy supply business declined. Overall, however, demand in

the power generation sector remained stable. During the year, the Heidelberg-based

AATGroupwasnegatively impactednot only by the financial andeconomic crisis, but

also by the large number of political/regulatory interventions.

Political regulation in Germany

The central issue in Germanywas the Federal Grid Agency’s regulation of trans-

mission charges. Moreover, the incentive regulations for the German electricity and

gas sectors came into force on 1 January 2009, stipulating a reduction in electricity

and gas transmission charges. At the same time, the EU Commission required

power generation and power distribution activities to be economically separated –

so-called unbundling. These official regulations had a noticeably negative impact on

capital spending by energy suppliers.

Conversely, legal incentive measures to promote local and district heating net-

works drove demand up slightly in 2009. Nevertheless, the Energy Line Expansion Act

and economic stimulus packages involving investments in transport infrastructure

and modernisation of IT systems did not have the expected positive impact on in-

coming orders. Offshore wind farm projects were postponed, although follow-up

orders are expected in 2010.
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Alpiq Anlagentechnik Group

Industrial and Power Plant Engineering (IPPE)

While benefiting from sustained stable demand for conventional new power

plants in 2009, the IPPE business field came under increasing competitive and price

pressure during the year. Licensing and environmental problems also fuelled greater

investment uncertainty.

At present, gas-fired combined cycle power stations, combined heat and power

stations, waste incineration plants, biomass projects and nuclear technology offer

attractive niche markets, while demand for industrial pipeline construction, indus-

trial plant engineering and power supply technology remains low.

Energy Supply Technology (EST)

A general reluctance to invest led to a decline in the energy supply (energy dis-

tribution) business in 2009. One of the main reasons for this development was the

Federal Grid Agency’s regulations governing charges for electricity and gas grids,

which dampened investments in the electricity distribution grid and increased pres-

sure on prices. One important development was EST’s entry into electrical instal-

lations for new power plants.

District and local heating projects offer themainmarket opportunities for EST,

sincedemandforhigh-voltageoverheadlines,cablesystemsandtransformerstations

has been severely inhibited due to licensing, financing and unbundling problems.

Following a slow first half of the year, demand for cabling systems and railway

technology showed a slight increase in the second half. During 2009, Energy Supply

Technologyactivitieswerecombined, and thecompanystructurewasstreamlinedby

merging various limited liability companies.

Highlight: solar thermal plant in Jülich

One of the highlights of AAT’s year in 2009was the commissioning of the experi-

mental solar thermal power station in Jülich in western Germany. Kraftanlagen

München, a subsidiary of the AAT Group, acted as general contractor responsible for

planning and building the facility. In future, the new technology installed in Jülich

will bemarketedworldwide by building 10–50MW facilities in sun-rich countries.

Electricity distribution grid in need of upgrading

AAT’s business performance is largely dependent on economic recovery in the

wake of the financial and economic crisis and on capital spending by energy utilities

in Germany. Followingmassive cutbacks in 2009, investments in the electricity distri-

bution grid are expected topick up again over the year ahead.With the improved and

expanded European energy infrastructure, experts expect to see increased demand

for high-voltage overhead lines, cable systems and transformer stations. Investment

in new generation capacities in Europe is likely to remain stable.
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Strategic development

The priority for 2010 is on further long-term strategic development of AAT’s

twobusiness fields, including researchanddevelopmentactivities.With this inmind,

collaboration with partners is to be stepped up, for example by setting up working

groups and cooperatingwith research centres and universities.

Energy Supply Technology aims to strengthen its focus on implementing a

qualitative growth strategy and becoming an engineering-oriented full-service pro-

vider with the capability to act as general contractor or operator. In particular, this

will require further development of transmission system activities, which is to be

achieved by building a European platform for high-voltage line installation, creating

the organisational framework for organic growth in the construction of high-voltage

transformer stations and, where appropriate, by acquiring market players. Plans are

also in place to step up high-voltage activities in neighbouring Central European

countries.

The main objective for Industrial and Power Plant Engineering in 2010 is to

stabilise its results and profit at the current high level, with emphasis on acquiring

additional projects in order to further expand its share of key account customers in

the homemarkets. Selective growth through cooperative ventures in newmarkets is

also planned, as well as further expansion of activities in new target countries, for

example in Central Europe.
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Financial Services

Financing thenewly formedGroup, settingupacentralised ITarchitectureman-

agement system, and implementing the first joint reporting and budget process:

these three examples are indicative of the challenges that Financial Services had to

address last year. Given that day-to-day business also had to be conducted alongside

these and other demanding projects related to the merger of Atel and EOS to estab-

lish Alpiq, capacity was often stretched to the limit. Nevertheless, Financial Services

remained on track with all important projects.

The merger between Atel and EOS was predicated on secure funding, which

Alpiq achieved through several bond issues and loans totallingCHF1.5 billion. This in-

jection of fundswas used to refinance the short-term funding raised in January 2009.

In future, the Groupwill largely be centrally financed through Alpiq Holding Ltd.

Corporate IThadaparticularlyheavyworkload. ITmanagement, centresof com-

petence and IT operations were further professionalised and internationalised dur-

ing 2009. As a result, Corporate IT nowhas apan-Europeanorganisationand structure

allowing it toeffectivelymanage themergerbetweenAtel andEOSaswell asplanned

acquisitions. In addition, last year saw the beginning of the roll-out of the newMurex

trading system.

Another major project was the introduction of the new management infor-

mation system (MIS) designed to enhance transparency and business steering. The

MIS is to be implemented gradually in the course of 2010, and the budget has already

been prepared using the new system.

Business Development

The Business Development functional division has existed in its present form

since Atel and EOS joined forces to create Alpiq in February 2009. The main objective

for Business Development in 2009 was to build up the functional division and define

the tasks to be assigned to the newMarket Intelligence, Strategy Development, and

Mergers & Acquisitions functional units and to the Project Management & Business

Consulting staff function. Processes and interfaces to other units within the Group

were defined as part of the “Insieme” internal integration project (see page 8).

The most important projects involved the formulation of a business model for

Group-wide activities in the areas of renewable energies, analysis and prioritisation

of the Alpiq investment portfolio, and preparations for the strategy project to be

Corporate Centre
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launched in 2010. The aim of Business Development is to perform steering functions

within the Groupwith a view to the Group’s long-term, sustainable development.

Thetwokeyprojects for2010andsubsequentyears involve revisingandconsoli-

dating the AlpiqGroup’s strategywith the related implementation plan and reducing

corporate complexity by simplifying the organisational and process structure.

Management Services

The Alpiq Group’s Human Resources Department was extremely busy during

2009, drawing up new common terms and conditions of employment for all staff of

the Energy segment in Switzerland. Some 1,150 employees in Switzerland received

a new contract of employment, and Alpiq remains a popular employer despite the

many changes.

The speed with which Alpiq became an established brand is largely due to the

efforts of Corporate Communications, which was responsible for the concept. The

Europe-wide brand roll-out is scheduled for completion in 2010, by which time the

Alpiq brand will be firmly established and appropriately positioned in Switzerland

and throughout Europe.

Since May 2009, Alpiq has been supporting the Swiss Ski Association, Swiss-Ski,

as its principal sponsor: a fitting partnership, since “Alp” stands for the Alps and “piq”

brings tomind“peak”,with its connotationsofmountain topsandpeakperformance.

Another thing that Alpiq and Swiss-Ski have in common is their close relationship

with Switzerland’s alpine cantons. Awareness of the young brand was significantly

raised through the widespread presence of the Alpiq logo in the media and at com-

petitions throughout Europe. The Swiss Alpine Club’s new Monte-Rosa hut, a model

of sustainability and innovation, was inaugurated on 25 September 2009. The project

was implementedwithmajor support from Alpiq.

In 2009, Public Affairs closely followed and monitored the definition and intro-

duction of new regulatory provisions in Switzerland and across Europe. In Switzer-

land, the focuswas on the Electricity Supply Act (StromVG), while in Europe themain

issuewas the EU’s third regulatory package, which also had implications for Alpiq. In

connectionwith the bilateral electricity trading agreement with the EU, the aimwas

to ensure protection of investments related to long-term contracts. The conse-

quences ofmarket liberalisation in Switzerland and across the EUwill continue to be

closelymonitored in the course of 2010.
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Corporate Governance

For Alpiq, it goes without saying that transparent, respon-
sible management is just as essential as a comprehensive,
open information policy. Mindful of this, the company –
formed in the merger of Atel and EOS at the beginning of
2009 – uses effective management and control systems
to comply with both legal and other requirements and
to ensure the right balance betweenmanagement and
controls. This, in conjunction with a commitment to eth-
ical principles, ensures sustained growth of shareholder
value and, in so doing, optimally meets the growing needs
of the capital market as well as addressing the rightful
interests of shareholders and other stakeholder groups.
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Alpiq is committed to an open information policy and a collaborative approach

based on partnership. This was also the philosophy of the two founding companies,

Atel and EOS, and continues to be the case with the newGroup.

Alpiq’s principles and rules of corporate governance are set out in the com-

pany’s Articles of Association, its Organisational Regulations, the Executive Board

Regulations, theGroupGuidelines and theorganisational chart,which illustrates the

relationships between affiliated companies. The following statements comply with

the structure and content of the Corporate Governance Disclosure Guidelines issued

by the SIX Swiss Exchange. Unless otherwise stated, the information reflects the

status at 31 December 2009.

Group structure and shareholders

Themerger of Atel andEOSon 1 February 2009 to create Alpiq gavebirth to Swit-

zerland’s leading energy trader and service provider with European reach. The com-

pany has important generation facilities in Switzerland, France, Italy, Germany,

Norway, Hungary and the Czech Republic in addition to operating its own networks.

Alpiq comprises two segments: Energy and Energy Services. The Energy seg-

ment combines power generation and transmission operations with trading and

sales. It is subdivided into the Energy Switzerland, Energy Western Europe and

Energy Central Europe divisions, all of which have their own power stations, owner-

ship interests and local sales companies. The Energy segment also includes the

Trading & Services division.

The Energy Switzerland division is responsible for sales in the Swiss market,

thermal and hydroelectric power generation in Switzerland, and those parts of the

Swiss electricity grid that belong to Alpiq.

The Energy Western Europe division serves its market territory through sales

subsidiaries Atel Energia S.r.l. inMilan and Rome, Energit S.p.A. in Cagliari, Italy, Alpiq

Energie SAS in Paris, Atel Energia SA in Barcelona, Alpiq Denmark A/S in Aalborg and

Glostrup, AlpiqNorway AS inOslo, and EnergiakolmioOy in Jyväskylä, Finland. Alpiq’s

own power stations, its investment interest in Edipower in Italy and the power

station projects in France, Italy and Norway also belong to this division.

The Energy Central Europe division covers markets in Central and Eastern

Europewith its sales and trading companies in Albania, Bulgaria, the Czech Republic,

Croatia, Germany, Greece, Hungary, Lithuania, Macedonia, Poland, Romania, Slo-

vakia, Slovenia, Serbia and the Ukraine. These countries come under the responsibil-

ity of Alpiq Energy Ltd. Alpiq power stations in the Czech Republic and Hungary are

managed fromPrague,which is also the seat of the Trading business unit for Central/

Eastern Europe, part of Alpiq Energy SE.

The Alpiq Trading & Services division engages in trading in electricity, gas, coal

and CO2 certificates on all major electricity exchanges inWestern Europe.

The Energy Services segment delivers services related to all aspects of energy

generation, distribution and use. It consists principally of the companies in Switzer-

land, the Czech Republic, Germany, Italy and the Netherlands belonging to the Alpiq

InTec Group (AIT) as well as the companies in Austria, Belgium, the Czech Republic,
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Germany, Hungary, Poland and Romania belonging to German-based Alpiq Anlagen-

technik GmbH (AAT). The AAT Group provides services in the fields of energy supply

and communications technology aswell as energy generation technology and indus-

trial plant engineering, while the AIT Group companies primarily engage in building

services and transport technology.

Financial Services is a Group-level functional division comprising Corporate

Settlement, Corporate Accounting & Reporting, Corporate Taxes, Corporate Treasury

& Insurance, Corporate Planning & Controlling, Corporate RiskManagement und Cor-

porate IT. The Business Development functional division is in charge of Strategy De-

velopment, Mergers & Acquisitions, Market Intelligence, and Project Management &

Business Consulting. TheManagement Services functional division covers Corporate

Internal Audit, CorporatePublic Affairs, CorporateCommunications, Corporate Legal,

Corporate Human Resources and the General Secretariat.

Stock exchange listing

At 31 December 2009, the parent company, Alpiq Holding Ltd. domiciled in

Neuchâtel, had a share capital of CHF 271,898,730 divided into 27,189,873 registered

shares with a par value of CHF 10 each. The registered shares are listed on the

SIX Swiss Exchange under international securities identification number ISIN

CH0034389707. At the end of the year, the company’s market capitalisation was

CHF 11,684,847,922 (calculation: closing price on 30 December 2009 x number of

shares = CHF 429.75 x 27,189,873 registered shares).

Società Elettrica Sopracenerina SA (SES), Locarno, with a share capital of

CHF 16,500,000, of which Atel indirectly holds 60.9%, is also listed on the SIX Swiss Ex-

change (ISIN CH0004699440). At the end of 2009, the company’s market capitalisation

was CHF 253million (230 x 1,100,000).

The principal consolidated Group companies are listed in the Financial Report

on pages 139 to 145. Significant shareholders of record are listed in the Financial

Report on page 120 and presented below.

Under the Swiss Stock Exchange and Securities Trading Act, acquirers of major-

ity shareholdings in Alpiq Holding Ltd. are not required to take part in a public pur-

chase offer (opting out). A consortium or shareholder agreement exists between EOS

Holding (Lausanne), EDF Alpes Investissements Sàrl (EDFAI, Martigny) and the Swiss

consortium of minority shareholders, consisting of EBM (Elektra Birseck, München-

stein), EBL (Elektra Baselland, Liestal), the canton of Solothurn, IBAarau, AIL (Aziende

Industriali di Lugano SA) andWWZ (Wasserwerke Zug AG).

Cross-shareholdings

At 31 December 2009, Alpiq Holding Ltd. held 5.0% of the share capital of A2A

S.p.A., which in turn held 5.16% of the share capital of Alpiq Holding Ltd. Antonio M.

Taormina, amember of the Executive Board, represents Alpiq Holding Ltd. on the A2A

Board of Directors, while A2A’s representative on the Alpiq Holding Ltd. Board of

Directors is Dr. Giuliano Zuccholi, Chairman of the A2A Board.
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31.38 EOS HoldingAlpiq Holding Ltd.

25.00 EDFAI

13.63 EBM

7.12 EBL

5.60 Canton of Solothurn

5.16 A2A S.p.A.

2.30 EnBW

2.12 AIL

2.00 IBAarau

0.91 WWZ

4.78 Various (free float)

Percentage ownership interests.

Capital structure

Share capital

At 31 December 2009 the share capital of Alpiq Holding Ltd. amounted to

CHF 271,898,730, divided into 27,189,873 fully paid up registered shares with a par

value of CHF 10 each.

Alpiq Holding has no conditional or additional authorised capital.

Changes in equity

Statements of Changes in Equity are presented in the Financial Report, on

pages 72 to 73 in theAlpiqGroup’s consolidated financial statements andonpage 155

in the company financial statements of Alpiq Holding Ltd. Statements of Changes in

Equity for 2007 canbe found in the 2008 Annual Report of Atel Holding Ltd, on page 14

of the Financial Report in the Atel Group’s consolidated financial statements and on

page 92 in the company financial statements of Atel Holding Ltd.

Shares

Every share represented at the Annual General Meeting of Alpiq Holding Ltd.

carries one vote. There are no restrictions on transferability or voting rights. The

company has no participation certificates, bonus certificates or convertible bonds

outstanding.

Shareholders at 31 December 2009
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Board of Directors

The Board of Directors is responsible for the overall guidance and strategic

direction of the Alpiq Group as well as for supervising the Executive Board.

Directors

The Board of Directors consists of 14 members, none of whom exercises any

executive functions within the company. Directors are listed below as well as on

pages 48 and 49 of this Annual Report.

Other activities and interests

Biographical details, professional backgrounds and information about other

activities of Directors can be found on the Alpiq website at www.alpiq.com/bod.

Directors are elected for a three-year term of office and are eligible for re-

election. If a Director is electedmid-term, he completes his predecessor’s term.

The Board of Directors constitutes itself. Every year it appoints a Chairman and

two Deputy Chairmen from among its members, as well as a Secretary who need not

be amember of the Board.

The Board of Directorsmet nine times last year, for an average of four hours per

meeting. TheChairmandetermines theagenda forBoardmeetingsafter consultation

with the CEO. Any Director maymake a written request for a particular item to be in-

cluded on the agenda. In advance of meetings, the Directors receive documentation

that enables them to prepare for items on the agenda.

Members of the Executive Board normally attendmeetings of the Board of Dir-

ectors in an advisory capacity. They leave themeeting if the Chairman so directs.

Resolutions of the Board are passed by a majority of the voting members

present. In the event of a tie, the Chairman has the casting vote. Should conflicts of

interest arise, the relevant Board member(s) must leave the meeting. Minutes are

kept of the Board’s deliberations and resolutions. These are distributed to Directors

and approved at the following Board meeting. Between meetings, any Director may

ask the CEO for information about the company’s business and, with the Chairman’s

authorisation, about individual transactions. To the extent required for the perform-

ance of his duties, any Director may ask the Chairman to arrange for him to inspect

books and files.

TheBoardofDirectorswill conduct a self-assessment of its performance for the

first time in the course of 2010.

39Alpiq Annual Report 2009

129787_1417_e_26-52.indd 39 23.03.10 16:22



Corporate Governance

Board of Directors at 31 December 2009

Name First elected Term expires

Hans E. Schweickardt, CH-Neerach, Chairman 2006 2012

Marc Boudier, FR-Sèvres, Deputy Chairman 2006 2012

Christian Wanner, CH-Messen, Deputy Chairman 2006 2012

Pierre Aumont, FR-Paris 2007 2010

Hans Büttiker, CH-Dornach 2006 2012

Guillaume de Forceville, FR-Sèvres 2009 2012

Philippe V. Huet, FR-Paris 2006 2012

Claude Lässer, CH-Marly 2009 2012

Daniel Mouchet, CH-Veyrier 2009 2012

Guy Mustaki, CH-Pully 2009 2012

Jean-Yves Pidoux, CH-Lausanne 2009 2012

Alex Stebler, CH-Nunningen 2006 2012

Urs Steiner, CH-Laufen 2006 2012

Giuliano Zuccoli, IT-Sesto San Giovanni 2006 2012

Control and supervisorymechanisms

The Executive Board reports annually to the Board of Directors on strategic,

medium-term and annual objectives and on progress towards their achievement. In

the course of the year, the Executive Board reports quarterly and at eachmeeting on

the course of business, progress made in achieving objectives, and other important

developments. TheBoardofDirectors also receives a shortmonthly report summaris-

ing the key financial figures, an assessment of the risk situation, and internal audits

currently underway. The external auditors submit aManagement Letter to theBoard

of Directors and give an oral presentation of the results and findings of their audit

and of their future key audit areas. Internal Audit submits an annual audit pro-

gramme to the Board of Directors for its approval, and subsequently reports period-

ically on its findings and recommendations as well as their implementation. The

Board of Directors receives an annual written report on the situation and develop-

ments in Group-wide risk management and its most important constituents. The

report presents principles and limits, details compliance with them, and contains

information on planned expansionmoves.

The Board of Directors also has two Board committees: the Audit and Risk Com-

mittee (ARC) and the Nomination and Remuneration Committee (NRC).

Audit and Risk Committee (ARC)

The ARC consists of Marc Boudier (Chairman), Jean-Yves Pidoux (member), Alex

Stebler (member) and Urs Steiner (member).

The role of the ARC is to support the Board of Directors in carrying out its super-

visory duties, particularly with regard to monitoring and assessing the activity and

independence of internal and external auditors, the control system, accounting, risk

management, compliance and corporate governance.
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The ARC submits proposals to the Board of Directors for its approval and, at

each meeting of the Board, reports orally on its activities, resolutions, conclusions

and recommendations. If the ARC fails to reach consensus on matters within its

remit, thedecision ismadeby the full BoardofDirectors.MinutesofARCmeetingsare

circulated among the Directors for their information. The ARC also submits an annual

accountability report to the Board of Directors, summarising the ARC’s activities

during the year.

As a rule the Chairman, CEO, CFO andHead of Internal Audit attendmeetings of

theARC.Dependingon theagenda, other unit heads and representatives of the exter-

nal auditors also attend. Last year, the ARCmet six times for an average of three and

a half hours per meeting. On these occasions, the ARC deliberated in depth on risk

management and had the auditors draw up an “Opinion on the functioning and

effectiveness of risk management within the Alpiq Group”. It concluded that the risk

culturewas strong throughout the AlpiqGroupand that the organisational structure

wasappropriate, despite identifying some roomfor improvement in individual areas.

The report was accepted, and the recommendations were implemented.

Nomination and Remuneration Committee (NRC)

The NRC consists of Guy Mustaki (Chairman), Marc Boudier (member), Hans

Büttiker (member) and ChristianWanner (member).

The role of the NRC is to support the Board of Directors in fulfilling its super-

visory duties with regard to succession planning for the Board of Directors and

Executive Board, formulating the Group-wide remuneration policy, and defining the

contractual terms and conditions of employment for the CEO, Executive Board and

heads of business/functional units.

The NRC submits proposals to the Board of Directors for its approval and, at

each meeting of the Board, reports orally on its activities, resolutions, conclusions

and recommendations. Theminutes of theNRCare circulated amongmembers of the

Board for their information and as a basis for Board resolutions. As a rule, the Chair-

man of the Board, CEO and Head of Corporate Human Resources attend meetings of

the NRC. Last year, the NRCmet nine times for an average duration of two and a half

hours permeeting.

Division of responsibilities

TheBoardofDirectors hasdelegated responsibility for theAlpiqGroup’s overall

operational management to the CEO. The CEO presides over the Executive Board and

has delegated someof hismanagement responsibilities tomembers of the Executive

Board.

The Organisational Regulations and Executive Board Regulations govern the

authority and division of responsibilities between the Board of Directors and the

CEO/Executive Board.

As part of the Group Guidelines, the CEO has issued regulations, valid through-

out the Group, governing the assignment of authority and responsibilities. These

regulations confer extended authority on the CEO for energy transactions.
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Information and control mechanisms vis-à-vis the Executive Board

The Executive Board keeps theBoard ofDirectors informedof important events

on an ongoing basis. Financial reports are prepared quarterly. Eachmonth the Board

ofDirectorsalso receives informationon thekey financial figuresand thecurrent risk

situation. Regular audits supplement the information and control mechanisms.

As a rule, members of the Executive Board attend meetings of the Board of

Directors to supply any information it may require. They leave the meeting if the

Chairman so directs.

Risk managementmonitors business, market and credit risks. The Board of Dir-

ectors receives an annual written report on the situation and developments in Group-

wide riskmanagementand itsmost important constituents. The reportpresentsprin-

ciples and limits, details compliancewith themand contains informationonplanned

expansion moves. A central Risk Management Committee reporting to the CFO sets

limits for individual areas based on the results of its analysis. The Executive Board is

responsible for assigning the related risk categories. The overall limit for theGroup is

set annually by the Board of Directors. The Risk Management Committee monitors

adherence to the defined limits.

At the ARC’s request, the Board of Directors annually approves audit planning

and the summary report. Corporate Internal Audit reports directly to theChairmanof

the Board. Individual audit reports are submitted to the Chairman and (in summary

form) to the ARC and are tabled for discussion at each meeting. Corporate Internal

Audit engages an advisor independent of the external auditors for its work.

Executive Board

The Executive Board consists of ninemembers. These are listed on pages 50 and

51 of this Annual Report. Information about other activities and interests can be

found on the Alpiq website at www.alpiq.com/executive-board. No management

contracts exist.

2009 remuneration report

Principles and objectives

In the interests of good corporate governance, Alpiq motivates senior manage-

ment by providing competitive remuneration and a performance- and value-based

bonus systemwith a view to the sustainable enhancement of shareholder value.

Alpiq’s remuneration guidelines and bonus systems provide for management

salaries appropriate to the tasks and responsibilities, taking into account the eco-

nomic situation, results of operations and the future outlook for the company.

Accordingly, the total remuneration packages for members of the Executive Board

and heads of business and functional units consist of:
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1. fixed, non-performance-related components,

2. short-term performance related bonus payments based on a financial year, and

3. long-term performance related bonus payments spread over several

reporting years.

Market-compliant remuneration

To ensure that the remuneration of members of the Executive Board, heads of

business and functional units, and Directors is commensurate with standardmarket

rates, Alpiq regularly commissions an independent external consultancy to review

the total pay packages relative to themarket environment. This includes an analysis

of the level and structure of salaries. The last such review was conducted in

August/September 2009.

Disclosure

As required by Section IV of the Swiss Code and Section 5 of the SIX Swiss Ex-

change Corporate Governance Disclosure Guidelines, Alpiq discloses the following

information:

• Content andmethod of determining remuneration

• Remuneration to actingmembers of governing bodies

• Remuneration to formermembers of governing bodies

• Additional fees and remuneration

• Loans tomembers of governing bodies

No share award or share option schemes are provided for members of Alpiq’s

governing bodies.

A. Executive Boardmembers’ remuneration

Principles

Employment contracts, terms and conditions of employment and remuner-

ation ofmembers of the Executive Board are approved by theNomination andRemu-

neration Committee (NRC) appointed by the Alpiq Board of Directors and reviewed at

regular intervals. The NRC defines the objectives of the Chief Executive Officer (CEO)

and approves those of the Executive Board as proposed by the CEO. Details of bonus

payments are set down in the bonus regulations, which the NRC approves at the

request of the CEO. In 2009, members of the Executive Board received remuneration

in accordancewith the bonus regulations that have been in force since 24 April 2008.

Bonus entitlement

Under the terms of the bonus regulations, the CEO and the heads of business

and functional divisions are entitled to a bonus. If a member of the Executive Board

performs a dual function, the bonus is based on the higher function only.

At Executive Board level, Herbert Nicklaus performed a dual function as Head of

Energy Services andGeneralManager of the Alpiq Anlagentechnik business unit, and

PeterHeydeckerperformedadual functionasHeadof Trading&Services andGeneral

Manager ad interim of theMiddle Office & Operations business unit.
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Structure of remuneration

In2009, ExecutiveBoardmemberswerepaid remunerationconsistingof a fixed,

non-performance-related base salary and a variable, performance-related salary. The

variable salary, in turn, is divided into a short-term performance-related component

(Short-TermBonus, STB) and a long-termperformance-related component (Long-Term

Incentive, LTI). While payment of the STB is based on personal and financial objec-

tives, payment of the LTI is indexed to the long-term increase in shareholder value.

Short-Term Bonus (STB)

The aim of this short-term bonus component is to motivate management and

provide rewards for business performance on the basis of annual results.

Payment of 30%of the nominal value of the STB is based on the achievement of

up to six personal performance objectives (qualitative components). These concern,

for example, the fulfilment of clearly defined, measurable project targets, efficiency

goals and the achievement of milestones, but not financial targets.

70% of the payment is dependent on achieving the EBIT (profit before interest

and tax) targets defined by the NRC at the beginning of the financial year (quanti-

tative/financial component).

The quantitative component is calculated by factoring in the target EBIT (100%)

defined by the NRC. If the target EBIT is achieved, the financial component amounts

to100%of thedefinedproportionof thenominal value.Noadditional paymentof the

quantitative components is made if EBIT exceeds the EBIT cap set by the NRC. The

quantitative component of the STB is also subject to a benchmark coefficient which

can increase or reduce the amount paid out. To this end, the EBIT achieved is com-

paredwith the levels of Alpiq’s competitors. If EBIT is below the EBIT floor defined by

the NRC, no quantitative component of the STB is paid out.

Long-Term Incentive (LTI)

The aim of the LTI is to motivate members of the Executive Board to contribute

to enhancing Alpiq’s medium- to long-term shareholder value in the interests of sus-

tainable corporatemanagement. Actual payment is thereforemade only three years

after the LTI has been granted. Economic Value Added (EVA) is applied as an indicator

of sustainable growth in shareholder value. The LTI is paid in cash.

The nominal value of the LTI is defined by theNRC at the beginning of the finan-

cial year. Payment of the LTI is based on reaching the defined EVA targets after three

years. Every year the NRC determines the target EVA figures on the basis of Alpiq’s cor-

porateplansapprovedby theBoardofDirectors. If the sumof thedefinedEVA targets

is reached after three years, 100% of the nominal value is paid out as an LTI. No add-

itional payment is made if EVA exceeds the EVA cap set by the NRC. The amount paid

out as LTI can be additionally increased or reduced by applying the EBIT benchmark

coefficient. To this end, theEBITachieved in theyear inquestion is comparedwith the

levels of Alpiq’s competitors (see also STB).
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Capping and other regulations

The amount of the base salary and the twobonus components, STB and LTI,may

not exceed three times the base salary of any Executive Board member. Remuner-

ation in excess of this ceiling is not paid out.

Irrespectiveof this rule,however, theNRC isauthorisedtograntspecialbonuses

to individuals in exceptional cases.

In justifiable exceptional cases, theNRCmay also decide that the CEO (at the re-

quest of the Chairman of the Board) or the head of a business or functional division

(at the request of the CEO) should be paid no bonus (STB and/or LTI).

The bonus payment constitutes taxable income and is therefore subject to all

social security deductions and contributions (AHV/IV/ALV/EO) paid by Alpiq.

Amount of remuneration

In 2009, remuneration paid to the Executive Board totalled CHF 9.3 million

(CHF 8.3million), ofwhich current remuneration payments accounted for CHF 7.7mil-

lion (CHF 7.2 million) and pension benefits for CHF 1.6 million (CHF 1.1 million). The

amounts in brackets refer to the prior year. Details of remuneration are provided on

page 160 of the Financial Report.

B. Directors’ remuneration

In 2009, remuneration paid to Alpiq Directors totalled CHF 4.2 million (CHF 2.4

million), of which current remuneration payments accounted for CHF 4.0 million

(CHF 2.3 million) and pension benefits for CHF 0.2 million (CHF 0.1 million). The

amounts in brackets refer to the prior year.

Directors’ remuneration comprises fees, expenses and ancillary payments.

These components are non-performance-related. In spring 2009, the Directors re-

ceived a bonus for 2008, but it was decided to stop paying bonuses from the 2009

financial year. Details of payments made to Directors are provided on pages 158 to

159 of the Financial Report.

Shareholders’ participation rights

Every share represented at the Annual General Meeting carries one vote. There

are no restrictions on transferability or voting rights. The only quotas applicable at

theannualGeneralMeetingare those setout in theSwissCodeofObligations. Annual

GeneralMeetingsare convened inaccordancewith the rules setout in theSwissCode

of Obligations.

Agenda

Shareholders’ participation rights are governed by law and the company’s

Articles of Association. The Articles of Association can be downloaded from the

company’s website at www.alpiq.com/statuten.
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Corporate Governance

Shareholders may request a particular item to be included on the agenda at

least 50 days prior to the Annual General Meeting, provided they represent shares

with an aggregate par value of at least CHF 1 million. Registered shares must be

entered in the share register at least oneweek before the Annual General Meeting in

order for holders to be eligible to vote.

Change of control and defensivemeasures

Mandatory offer

Purchasers of majority shareholdings in Alpiq Holding Ltd. are not required to

make a public tender offer pursuant to the Swiss Stock Exchange and Securities

Trading Act (opting out). The Articles of Association do not provide for any other

defensivemeasures.

Change-of-control clauses

The Executive Board members’ employment contracts do not contain any

change-of-control clauses.

Auditors

Ernst & Young Ltd, Zurich, has served as statutory auditors of Atel Holding Ltd/

AlpiqHoldingLtd. andasGroupauditors since2002. The statutoryandGroupauditors

are appointed by the Annual General Meeting for a one-year term of office. Their per-

formance and fees are reviewedannually. Ernst & Young Ltd’s current lead audit part-

ner has performed this function since 2006. For the last financial year, Ernst & Young

Ltd received fees of approximately CHF 7.61 million for serving as statutory and

Group auditors. Of this amount, approximately CHF 5millionwas paid for audit serv-

ices, approximately CHF 1 million for audit-related services, approximately CHF 1.37

million for tax services and approximately CHF 0.24million for transaction support.

When approving the audit fees, the Audit and Risk Committee particularly took

into account that the number of companies to be audited has increased since Atel

andEOSmerged. Another criterionwas thekeyaudit areas thathadbeenagreedwith

the auditors in advance.

External audit informationmechanisms

The Audit and Risk Committee (ARC) is the supervisory body for the external

auditors. The external auditors report to the ARC at least once a year on the audits

they have conducted and the resultant findings and recommendations. The ARC

agrees the audit planswith the external auditors in advance and assesses theirwork.

Theexternal auditors submit aManagement Letter to the full BoardofDirectors once

a year. The ARC may at any time invite the external auditors to attend its meetings,

and did so on two occasions last year.
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Information policy

Alpiq keeps its shareholders, potential investors and other stakeholder groups

informed comprehensively, promptly and regularly through its annual, interim and

quarterly reports, annual media and financial analyst conferences, and Annual Gen-

eral Meetings. Our communication channels also include our regularly updated

website at www.alpiq.com as well as media releases on important events. Contact

addresses are listed on the website under www.alpiq.com/contact. Key dates for

the current financial year are listed on page 165.

General Meetings in 2009

At the Extraordinary GeneralMeeting held on 27 January 2009, 502 shareholders

voted in favourof all theproposalsput forwardby theBoardofDirectors, clearing the

way for the merger between Atel and EOS to form Alpiq as resolved on 18 December

2008 and for the new company to start operating on 1 February 2009. Atel Holding Ltd

was renamed Alpiq Holding Ltd. and the registered office was transferred to Neu-

châtel. Hans E. Schweickardt took over as Chairmanof the Board fromRainer Schaub.

Guillaume de Forceville, Claude Lässer, Daniel Mouchet, Guy Mustaki and Jean Yves

Pidoux were elected as new Directors, while Rainer Schaub, Dominique Dreyer and

Marcel Guignard stood down.

At the Annual General Meeting of Alpiq Holding Ltd. held on 23 April 2009, the

575 shareholders present approved the 2008 consolidated financial statements of

the Atel Group as well as the 2008 Annual Report and 2008 financial statements of

Atel Holding Ltd. Themeeting also voted in favour of the Board of Directors’ proposal

to pay a dividend of CHF 10 per registered share of Alpiq Holding Ltd. The acts of the

Board of Directors were ratified.

47Alpiq Annual Report 2009

129787_1417_e_26-52.indd 47 23.03.10 16:22



Board of Directors at 31 December 2009

1 Hans E. Schweickardt
Chairman

– Dipl. Math. ETHZ

– Swiss national

4 Pierre Aumont
Director

– Engineer

– French national

7 Philippe V. Huet
Director

– Dipl. Ing.

– French national

10 Guy Mustaki
Director

– Solicitor, Professor at the

University of Lausanne

– Swiss national

13 Urs Steiner
Director

– Energy engineer, HTL

– Swiss national

2 Marc Boudier
Deputy Chairman

– Dipl. rer. pol. Master of Law

– French national

5 Hans Büttiker
Director

– Dr. sc. tech., Dipl. El-Ing. ETHZ

– Swiss national

8 Claude Lässer
Director

– Lic. rer. pol.,

Councillor of State, Canton of Fribourg

– Swiss national

11 Jean-Yves Pidoux
Director

– Doctor of Sociology and Anthropology,

Lausanne City Councillor

– Swiss national

14 Giuliano Zuccoli
Director

– Electrical engineer

– Italian national

3 Christian Wanner
Deputy Chairman

– Farmer, Member of the

Solothurn Cantonal Government

– Swiss national

6 Guillaume de Forceville
Director

– Graduate of ESC Bordeaux,

Finance

– French national

9 Daniel Mouchet
Director

– Architect

– Swiss national

12 Alex Stebler
Director

– Dr. oec.

– Swiss national

Board of Directors
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Executive Board at 31 December 2009

1 Giovanni Leonardi
CEO

– Dipl. El.-Ing. ETHZ

– Swiss national

– Born 1960

– Joined the Atel Group in 1991,

CEO since 2004

– Chairman of Società Elettrica

Sopracenerina SA, Locarno; Director of

Romande Energie Holding SA, Morges

2 Michael Wider
Head of Energy Switzerland, Deputy CEO

– Lic. iur. / MBA

– Swiss national

– Born 1961

– Joined the Alpiq Group in 2003, member

of the Executive Board since 2009

3 Kurt Baumgartner
Head of Financial Services, CFO

– Lic. rer. pol.

– Swiss national

– Born 1949

– Joined the Alpiq Group in 1975, member

of the Executive Board since 1992

– Chairman of PKE Pensionskasse

Energie, Zurich; Director of Rätia

Energie AG, Poschiavo, and AEK Energie

AG, Solothurn

4 Reinhold Frank
Head of Energy Central Europe

– Dipl. Ing.

– German national

– Born 1955

– Joined the Alpiq Group in 2006

as a member of the Executive Board

5 Peter Heydecker
Head of Trading & Services

– Dipl. El. Ing. HTL

– Swiss national

– Born 1966

– Joined the Alpiq Group in 2003, member

of the Executive Board since 2009

– Member of the European Energy

Exchange (EEX) Council

6 Herbert Niklaus
Head of Energy Services

– Dipl. El.-Ing. ETHZ

– Swiss national

– Born 1955

– Joined the Alpiq Group in 1996, member

of the Executive Board since 2005

– Director of Società Elettrica

Sopracenerina SA, Locarno, and AEK

Energie AG, Solothurn

7 Benoît Revaz
Head of Business Development

– Lic. iur. /MSCOM

(Executive Master of Science in

Communications Management)

– Swiss national

– Born 1971

– Joined the Alpiq Group in 2004

as a member of the Executive Board

8 Heinz Saner
Head of Management Services

– Lic. iur., solicitor and notary

– Swiss national

– Born 1957

– Joined the Alpiq Group in 1988,

member of the Executive Board

since 2004

9 Antonio M. Taormina
Head of Energy Western Europe

– Dipl. Math. ETHZ

– Swiss and Italian national

– Born 1948

– Joined the Alpiq Group in 1999

as a member of the Executive Board

– Director of A2A S.p.A., Milan, Rätia

Energie AG, Poschiavo, and Società

Elettrica Sopracenerina SA, Locarno

Executive Board
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