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High Energy

TenneT is continually working to ensure a reliable, affordable and clean

supply of electricity to the Netherlands. As the national grid operator, we

must respond in a timely manner to dynamic developments within the energy

sector while paying due attention to the security of supply. The numerous

changes in the year under review and the coming year have prompted us to

choose ‘High Energy’ as the theme of this year’s Annual Report.

One of the first signs that 2007 would
be a dynamic year was the large
number of new applications for
connections to the high-voltage grid.
So many, in fact, that it seemed the
grid’s available capacity would not be
sufficient to accommodate all of
them. Another key issue in the year
under review was the ‘green before
grey’ debate. This concerns the
question of whether sustainably
produced or ‘green’ electricity should
be given priority on the grid over and
above electricity generated by non-
sustainable methods (‘grey’
electricity). The issue of whether to
construct high-voltage lines above or
below ground is also generating
considerable tension within society.
There is widespread public support for
below-ground installation, an option
that presents greater technical
challenges and is potentially much

more expensive.

As of 1]January 2008, TenneT is in
charge of managing all electricity
transmission grids of 110 kV and
higher under the Independent Grid
Administration Act. We devoted
considerable energy in 2007 to
preparing the organisation for the
coming period of expansion and the
accompanying threefold increase in
the grid infrastructure under our
management. TenneT is now in charge
of managing some 9,000 kilometres

of high-voltage lines.

In the meantime, we continue to
monitor the grid’s performance. The
work goes on. Major national and
international projects are currently
being carried out or are on the
horizon. Our goal remains to perform
our tasks efficiently and creatively. It
goes without saying that we take that
objective seriously in light of our

responsibility to society.

Eemshaven

Maa:

High Energy in the spotlight
Running like a thread through
this Annual Report is a series of
interviews with public figures
who play a key role in current
issues related to the supply of
electricity. Each interview
subject s linked to a location in
the Netherlands where the issue
in question is depictedin a

visually striking manner.
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Nico van Ruiten, president of
LTO Glaskracht Nederland

Nico van Ruiten (b. 1958) has been
president of LTO Glaskracht
Nederland, the federation
representing the glasshouse
horticulture industry, since
1January 2007. Trained in
horticulture, he has been a director
and shareholder of various
companies in the field, both in the
Netherlands and abroad, for over
25 years. For many years, Nico van
Ruiten was also an LTO committee
member for the western region, and

a town councillor in Alkemade.
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The glasshouse as a
sustainable energy source

Anincreasing number of flower growers now have their own ‘combined-heat-and-power’

(CHP) systems to meet their requirement for electricity, heating and CO5. Any electricity

they generate which is surplus to their own needs can be supplied to the national grid.

However, because there are now plans to build a number of conventional power stations,

that grid will soon meet the limits of its capacity. LTO Glaskracht, the Ministry of Economic

Affairs and TenneT have joined forces to look for solutions.

Over six hundred flower growers in the
Netherlands now operate their own CHP
micro-system. At the end of 2007, their total
output was over 2,300 MW, significantly
more than just one year earlier when the
figure stood at 1,750 MW. This upward trend
is expected to continue until late 2010, by
which time the upper limit of approximately
3,000 MW will have been reached. In mid-
2007, a temporary embargo on new supply
connections to the national grid

was announced. As Nico van

Ruiten explains, “there is now a

waiting list of over seventy

companies in the Westland region

and a further twenty in the north-

east of the country. They cannot

be connected yet due to the

impending capacity shortage.”

Preferential treatment

Investing in a CHP system is an attractive
option for larger growers. It helps to offset
the price increases for regular energy,
reduces CO2 emissions (thus addressing
sustainability objectives) and can also
represent a source of income if the ‘spare’
electricity is sold on. However, the limited
capacity of the high-voltage grid is
threatening to frustrate such initiatives. In
early 2008, LTO Glaskracht issued a press
release calling for adequate transmission
capacity to be created, and for priority to be
given to ‘sustainable’ electricity produced

using a CHP system.

Resilient

In April, TenneT proposed a solution in the
form of a system of ‘congestion
management’. This will allow CHP and
sustainable energy producers greater
opportunity to supply the national grid. Van
Ruiten points out the other major advantages
of decentralised generation. “Combined-
heat-and-power installations and other small-

scale sources of sustainable energy, such as

“CHP micro-systems provide an
answer to local and regional supply

disruptions”

wind energy, solar energy and bio-
fermentation, provide an answer to local and
regional supply disruptions. The electricity
supply can then be rendered far more

resilient.”

Sustainability

The flexible nature of CHP generation also
offers advantages in terms of encouraging
greater sustainability, believes Van Ruiten. A
CHP system has a relatively short
depreciation period of ten years, which
means that it will be possible to respond
quickly to new developments in the future.

“We can already see a shift towards systems



which run on bio-fuel. In Friesland, a generator
which runs entirely on wood opened recently: the
first of its kind in western Europe. As an employers’
organisation, we are promoting the glasshouse and
its micro-generating system as a sustainable
source of energy, benefiting growers and society
alike. By 2020, the glasshouse horticulture sector
wants to have reduced its CO,, emissions by 45
percent, compared to the19qo level. The use of
CHP systems will account for one third of that
reduction. We are now on schedule, and will
remain so provided we can continue to use the

capacity of the national grid.”

Glasshouse regions

* Number of growers with their
own CHP system will increase
to 600.

The amount of electricity they
supply to the grid will increase
from1750 MW to 2300 MW.

The high-voltage grid is
nearing the limits of its
capacity due to the sheer
numbers of new producers
wishing to be connected.

In mid-2007, a temporary

embargo had to be placed on
new combined-heat-and-

power initiatives.

In late 2007, the Lower House
ruled that ‘green energy goes
before grey’.

* A congestion management
system is being developed to

allocate capacity.

What TenneT is doing

In 2007, there was a long queue of both generating stations and smaller scale
(sustainable) producers waiting to be connected to the high-voltage grid. TenneT’s
current connection policy is based on the ‘first come, first served’ principle. This is not
in keeping with the political ambition of giving priority to sustainable energy
generation initiatives. In November, a parliamentary motion was passed with a very
large majority, asking the government to ensure that ‘green goes before grey’.

At the request of the Minister of Economic Affairs, TenneT and a number of external consultants have examined the
possibilities. In the ideal situation, it should be possible to connect all production locations to the grid as soon as they are
completed, with the proviso that sustainably produced energy enjoys priority if there is not enough capacity to meet the
total demand. One of the new market mechanisms that TenneT is developing in this context is a congestion management
system, which will allocate transmission capacity to the various producers.
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Financial results

Profit

Profit after tax allocated to the shareholder amounted to EUR 53.1 million in the year under review
(compared with EUR 46.7 million in 2006). In view of TenneT’s predominantly regulated activities, this
was in line with expectations. The higher profit figure recorded in 2005 was achieved through a non-

recurring fiscal result.

2007 2006 2005 2004 2004 2003
(in EUR x 1 mln) IFRS IFRS IFRS IFRS  Dutch GAAP  Dutch GAAP
Profit after tax 53.1 46.7 96.4 65.2 58.0 51.0

Since 2005, TenneT has been basing its financial reports on the International Financial Reporting
Standards (IFRS) in the interests of greater transparency and international comparability.

Revenue

At EUR 398.8 million, revenue in 2007 was very similar to what it had been in 2006 (EUR 401.3 million).

The table below shows a breakdown of revenue:

2007 2006
(in EUR x Tmln) Regulated Unregulated Total Regulated Unregulated  Total
Connection and transmission
services 181.0 - 181.0 177.3 - 1773
System services 136.4 - 136.4 129.3 - 1293
Maintenance of the balance
between energy supply
and demand 34.6 - 34.6 52.3 - 52.3
Operation of energy exchanges - 14.5 14.5 - 14.4 14.4
Revenue from market facilitation
services 6.5 - 6.5 6.3 - 6.3
Other 1.7 24.1 25.8 2.5 19.2 21.7
Total 360.2 38.6 398.8 367.7 33.6 4013

Revenue from requlated services consists mainly of payments for supplying connection services,
transmission services, system services and amounts charged for balancing the supply of and demand
for energy. These activities are subject to supervision by the Dutch industry requlator, the Office of

Energy Regulation (DTe), which sets tariffs from year to year. Revenue from unrequlated services



mainly concerns payments for services rendered in connection with the operation of energy
exchanges. Other revenue mainly concerns the sales recorded by subsidiaries, interest income and
work in progress for third parties.

TenneT is striving to improve its efficiency so as to achieve the cost reduction targets imposed by the
regulator (known as the ‘x factor’). Our objective is to outperform the regulated return while

maintaining quality of service within a controlled risk profile.

Balance sheet

TenneT has a balance sheet total of more than EUR 2.9 billion, of which EUR 1.5 billion is not at the
group’s free disposal as a result of:

¢ exchange activities undertaken by the APX Group;

* auctioning of capacity on the cross-border connections;

¢ balancing the supply of and demand for energy;

 grants received under the Electricity Production (Environmental Quality) Act;

¢ market coupling.

Financial assets not at free disposal have increased sharply in recent years. They represent an
increasingly large portion of the balance sheet total and cash flows, as shown in the graphs below.
Breakdown of balance sheet total including

assets not at free disposal Cash flows from clearing transactions

Balance sheet value (in thousands of euros) Cash flows (in thousands of euros)
Market coupling

3000 7000
Grants received under the - ] - 6000
Electricity Production 2500
(Environmental Quality) Act 5000 5000
Maintenance of energy balance — 4000
Auctioning of capacity on 1500 3000
cross border connections

1000
Energy exchange activities 2000
of APX Grou

P 500 1000

Ordinary balance sheet item 0 0

2003 2004 2005 2006 2007 2003 2004 2005 2006 2007

(2003 Dutch GAAP; 2004 - 2007 IFRS)

The balance sheet total excluding assets not at free disposal and investment contributions received in
advance (adjusted balance sheet total) amounts to EUR 1.4 billion” and is the basis for gauging the
performance of the company. This produces the following ratios:

1) The adjusted balance sheet total (EUR 1,387 million) is equal to the balance sheet total (EUR 2,913 million) minus financial assets not
at free disposal (EUR 44 million), grants receivable under the Electricity Production (Environmental Quality) Act (EUR o million),
accounts receivable from energy exchange transactions (EUR 144 million), financial assets and cash equivalents not at free disposal

(EUR 1,193 million), investment contributions received in advance (EUR 73 million) and market coupling (EUR 72 million). 33



2007 2006 2005 2004 2004 2003

IFRS IFRS IFRS IFRS  Dutch GAAP  Dutch GAAP
Equity to capital 45.9% 50.2% 51.6% 51.0% 42.9% 35.6%
Return on average equity 8.7% 7.9% 16.5% 12.3% 16.3% 16.2%
Interest cover ratio 4.2 5.8 4.3 7.5 7.8 10.2
Loans and credit facilities | EBITDA 4.0 2.7 24 2.0 2.1 34
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TenneT’s balance sheet is characterised by a healthy capital structure. Solvency and interest cover are
at very healthy levels. In 2007, the return on equity was in line with reasonable expectations, given the

predominantly regulated nature of the company’s activities.



We apply the following definitions for accounting purposes:

Equity to capital Equity divided by the adjusted average
balance sheet total

Return on average equity Income after tax divided by equity
(year-end position + opening position [ 2)

Interest cover ratio Operating income divided by interest paid on loans and
credit facilities

Loans and credit facilities | EBITDA Withdrawals from bank loans and credit facilities divided
by operating income plus depreciations and impairments

of tangible and intangible fixed assets

Investments

TenneT’s tangible fixed assets amounted to EUR 1,263 million in the year under review (2006: EUR 1,148

million) and consist mainly of the high-voltage infrastructure.

We invested EUR 166 million in new operating assets in 2007. These investments related mainly to
projects in progress to strengthen the infrastructure in the Randstad region as well as the cables to
Norway and the UK. In the coming years, we will complete these ongoing projects and invest in the

replacement and extension of the grid infrastructure.

Asharp increase in plans for new production capacity is the main issue affecting the capacity of the
transmission grid. Even if only half of these plans for new power plants are realised, the Netherlands

will become a net exporter of electricity in the long run.

Numerous grid upgrade projects have already been set in motion. We are currently working on an
expansion of the national high-voltage grid in the Randstad region. The next step will comprise
expansion in the northern and central parts of the Netherlands and in the province of Zeeland, and the
construction of a fourth cross-border interconnection with Germany. The planning procedures for
these projects were started in 2007. Total investment in grid upgrades amounts to approx. EUR 3 to 4

billion.

Financing strategy

TenneT’s financing strategy seeks to respond as flexibly as possible to changes in the company’s
environment. Our treasury policy is focused on properly controlling our cash flows, protecting group

equity against financial risks and maintaining access to the capital market. In the long term, TenneT
aims to gear its equity structure to a risk profile that is appropriate to our predominantly regulated
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activities and the longevity of our assets, while maintaining sufficient resilience and the ability to

respond to opportunities arising within the company’s core activities.

Dividend

We have proposed a dividend of EUR 27 million for the year under review. The table below shows how

dividends have developed over the years.

(in millions of EUR) 2007 2006 2005 2004 2004

IFRS IFRS IFRS IFRS  Dutch GAAP
Dividend 27,0 25,0 46,0 30,0 30,0
Pay out ratio 51% 54% 48% 46% 52%
Tariff benchmark

According to the tariff benchmark study conducted by ETSO, the organisation of European TSOs,
TenneT’s tariffs rank among the lowest in Europe. Due to rising costs for energy and capacity and the
upgrade of the 380-kV grid in the west of the Netherlands, however, our tariffs will start to increase in

the coming years.

Costs of transmission and system services (ETSO tariff benchmark 2006)

(EUR per MWHh)
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Prospects for 2008

Regulation

January 1, 2008 marked the start of a new requlatory period for all the grids operated by TenneT. At the
moment it is not yet clear which regulatory regime will be applied, as the development of the regime
for TenneT (and the other grid operators) has been delayed. DTe’s current planning states that the
regulatory regime for TenneT will be finalised in the course of 2008. The tariffs for 2007 will remainin
effect until DTe decides on new tariffs. In late December 2007, DTe published a transitional decision
covering the tariffs applicable to consumers and grid operators connected to the 110/150-kV grid.
According to this decision, TenneT can charge connected parties the tariffs invoiced by the former
operators of the 110/150-kV grid in 2007. A uniform regulatory regime based on revenue regulation will
apply to all grids operated by TenneT, i.e. including the 110/150-kV grids for which TenneT assumed
responsibility on 1January 2008. Under this new regulatory regime, TenneT will aim to obtain sufficient
scope in its permitted revenue to fund the necessary investments in replacing and upgrading the
220/380-kV and110/150-kV grids.

The permitted tariff revenue from regulated activities in 2008 is fairly easy to predict for TenneT’s
system services and 220/380-kV grid administration activities, as TenneT does not expect any major
changesin these activities compared to 2007. However, the permitted tariff revenues in 2008 from
110/150-kV grid administration activities are not yet known at the time of production of this annual
report. In the course of 2008 DTe will define the regulatory regime applicable to TenneT’s grid
administration activities, which will determine the permitted revenue in 2008. Consequently, no clear

predictions can be made with regard to the result from TenneT’s regulated activities in 2008.

Assumption of responsibility for regional transmission grids

In accordance with the Independent Grid Administration Act, TenneT has been appointed as
administrator of all 110/150-kV grids with effect from 1]anuary 2008. This means that TenneT is now the
official administrator of all high-voltage grids in the Netherlands with a voltage level of 110 kV or more.
TenneT’s appointment as administrator of the 110/150-kV grids covered by Cross-Border Lease
contracts (viz. the ENECO 150-kV grid and the NUON grid in the Randmeren area) has been postponed
by six months, pending the development of a solution for restrictions on the transfer of management

resulting from the applicable lease arrangements.

Various developments have caused the actual transfer of several management tasks to be postponed.
Transfer will take place in the course of 2008, although there is still some uncertainty regarding the
conditions under which this will occur. For instance, the regulatory regime applicable to the grids as of

1 January 2008 will not be announced until later in the year.
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The financial consequences of assuming responsibility for these grids are expected to become clearin
the course of 2008, as soon as DTe takes a decision on the requlatory regime and the applicable tariffs.
In addition, arrangements will be made regarding the compensation for management tasks to be paid

to regional grid operators, as well as any service provision contracts to be concluded.

Workforce
TenneT’s workforce is expected to grow significantly as a result of integration of the regional

transmission grids and the accompanying overall expansion of our activities.

Profit

In the long term, TenneT expects its profits to be roughly equal to the regulated return on the
regulated asset value. During the transition period, we anticipate that our profits will fluctuate due to
the costs associated with preparing for the transfer of responsibility for the regional grids, as well as the
uncertainty regarding the requlatory regime.



HIGH ENERGY
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Ada Boerma-Van Doorne,
mayor of Maasdriel

Ada Boerma-Van Doorne (b. 1947)
began her political career as a town
councillor representing the Christian
Democrat Alliance (CDA) in
Winschoten, where she went on to
become an alderman. In 2001 she
was appointed mayor of Rozendaal,
a small but prosperous town near
Arnhem. She has been mayor of

Maasdriel since 30 November 2007.
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Call for a loop structure

At 7.15 p.m. on 12 December 2007, an Apache attack helicopter crashed into the high-

voltage power line between Rossum and Hurwenen, two villages which form part of the

Maasdriel local authority area. As a result, some fifty thousand local households were left

without electricity for two days, one of the longest power cuts ever experienced in the

Netherlands. Here, Ada Boerma-Van Doorne, mayor of Maasdriel, recalls the event and

considers the future.

At the time of the incident, Ada Boerma-Van
Doorne had been mayor of the small rural
municipality (population 24,000) for
precisely thirteen days. “l was actually in
Garderen for a course and had planned to stay
overnight. Mid-evening, | checked my
messages and learned what had happened. |
jumped in the car and rushed back to the
town hall as quickly as I could. The entire
district had been plunged into complete

darkness.”

The following hours were like

something out of a movie.

Although thoroughly familiar with

the theory of disaster

management, Ada Boerma had

never before been required to put it into
practice. Nevertheless, her crisis team
performed well. True, with the benefit of
hindsight there were some aspects which
could probably have been done better, but on
the whole Maasdriel survived the disaster
admirably. This is largely due to its strong
community spirit. “Maasdriel is actually a
conglomeration of eleven small villages,
where everyone knows everyone else. Help is
always at hand in an emergency, as we saw in
December last year. This really was a case of

‘everyone needs good neighbours’.”

The real heroes

Ada Boerma also has nothing but praise for
the way in which Continuon, then responsible
for the line in question, responded. “A
Continuon communications officer joined our
crisis team and proved a valuable addition.
We were also very impressed by the speed
and efficiency of the repair work. For the
people of Maasdriel, the real heroes were the
men who climbed the pylons at all hours to

repair the damage.”

“The real heroes were the men
who climbed the pylons at all hours

to repair the damage”

The Dutch Air Force has now resumed its low-
level exercises in the district, subject to a
number of restrictions. According to the
Ministry of Defence, these training missions
are essential to prepare pilots for deployment
in actual war situations. Mayor Boerma can
understand this, but is also pressing for
measures which will reduce the threat to
electricity supplies. In February, and with the
support of four neighbouring local authority
areas, she wrote to the governmentin The

Hague about the matter.



Loop structure Bommelerwaard

“The problem is that there is a designated exercise e At7.15p.m. on 12 December
area for low-flying aircraft which also contains a 2007, an Apache helicopter
high-voltage connection with two circuits, which is flew into high-voltage cables
the minimum requirement. If something happens between Rossum and

to take both circuits out at the same time, like in Hurwenen (Maasdriel).
December, there is no back-up. We are therefore * 50,000 householdsin the
calling for the connection to be extended to form a region were without

loop structure. In an emergency, the electricity can electricity for 48 hours.

then be supplied from ‘the other direction’. | think Continuon, the local water

this would do much to ensure continuity of supply, management authority, the
and | think TenneT should consider doing the same Department of Public Works
nationwide.” and the municipal authorities

were all involved in the

emergency response team.

The high-voltage grid in the
region has been managed by
TenneT since 1 January this
year.

* There are plans to construct a

loop structure.

What TenneT is doing

The major power cut of December 2007 was due to extremely exceptional

circumstances. The Apache helicopter cut through both circuits of the cable

connection. In keeping with the current standards, the grid is ‘redundant’ so that if one
circuit fails, the other provides a back-up. However, because this district is on a so-

called ‘spur’ of the high-voltage grid, and there is therefore no loop structure in place,

it was simply not possible to provide electricity from an alternative location.
Approximately twenty percent of consumers in the Netherlands are on a spur such as this.

The Minister of Economic Affairs has proposed that all spurs should be interconnected, and TenneT intends to act on this
suggestion. TenneT will identify the spurs serving a large area and will present a proposal for the grids that are to be linked
into a loop structure.
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Review of 2007

January

Dutch/German interconnectors partially
closed due to stormy weather

January 11 was a day of high winds in Europe, especi-
ally in northern Germany. This was the first serious
test of the grid infrastructure since the problems with
windy conditions two years ago. The cross-border
interconnections to Germany were partially closed
and trade in daily capacity was suspended for several

hours.

Lively debate on Randstad38o project

In early January TenneT organised two hearings on
the Randstad38o project in Hoofddorp and The
Hague, where the initial plans for this major project
were presented to the public. Nine more information
meetings were held later in the year and were well

attended.

Peak in wind energy production in the

Netherlands

January 2007 saw the highest production of wind

energy in the Netherlands since the Guarantees of
Origin system was introduced: certificates were

issued for over 548 GWh of capacity.

February

‘Lights off’ campaign sparks controversy
TenneT’s name appeared on the front page of every
major newspaper in early February when we were
asked for our opinion on a Europe-wide ‘lights off’
campaign held on Thursday 1 February at 8.00 p.m.
Even prime minister Balkenende got involved in the
debate. In TenneT’s opinion, the campaign was ill-
chosen as it might have jeopardised the security of
supply. However, we did not expect any major
problems, and the National Control Centre did not

register any irregularities that evening.

TenneT acquires state shares in
NOVECB.V.

In February, TenneT acquired the shares of NOVEC
B.V. (Nederlandse Opstelpunten voor Ethercommu-
nicatie) from the State of the Netherlands. NOVEC
manages antenna sites on 35 masts located throug-
hout the Netherlands and merged with TenneT subsi-
diary Elined in late 2007. The new company will rent
out locations for antennas for mobile telecommunica-

tion and broadcasting signals.

Dutch transmission tariffs stillamong
lowest in Europe despite general tariff
increase

Every year, the Office of Energy Regulation (DTe) sets
the tariffs to be charged by TenneT. In 2007 the trans-
mission tariffs increased by approx. 35 percent
compared to 2006, while the system services tariff
rose by some 15 percent. This increase was caused in
part by rising prices for energy and capacity. Invest-
ments in major infrastructural projects aimed at
safeguarding the security of supply, such as
Randstad38o, also played a role. Despite the increase,
tariffs in the Netherlands are still among the lowest in
Europe while the security of supply is at a consistently

high level.

March

CertiQ electronic service point goes live
Energy producers can use the electronic service point
to submit digital signatures when applying for ‘green
electricity’ certificates, so they can communicate

more efficiently with the grid operator.

New services on gas exchanges

The APX Group introduced new services including a
so-called ‘voice broker’ on its gas exchanges, APX Gas
NL and APX Gas ZEE. APX also announced that it
would lower its tariffs to increase liquidity. This step
eventually resulted in a doubling of trade volumes on

the continental gas exchanges.



April

May

The year of new connections

Without a doubt, 2007 can be called ‘the year of new
connections’. After many years in which hardly any
applications for the connection of new capacity were
received, TenneT was suddenly able to announce one
new contract after another. By April, connection
agreements had been concluded with as many as five
different market parties for a total of 5,000 MW of
new production capacity. Many energy companies
have plans to construct new power stations, especi-
ally at the attractive coastal locations. On the
downside, the capacity available on the national grid
is quickly running out at some of these locations, so
that new market parties cannot be immediately
connected to the grid. The problems are concentra-
ted in the northeast of the Netherlands and in the
province of Zuid-Holland. Particularly operators of
small-scale green energy initiatives feel let down.
TenneT has developed solutions for this problem
together with DTe and the Ministry of Economic
Affairs (see also the news item ‘Solution for high-
voltage grid in northern part of the Netherlands’,

published in December 2007).

Changes to Guarantees of Origin and CHP
certificates

New regulations for the issue of Guarantees of Origin
and CHP certificates entered into effect in April. The
new scheme makes it possible to define multiple

production units for a single connection.

New interconnection between the
Netherlands and the United Kingdom

On 22 May, National Grid and TenneT Holding
announced their intention to construct a new 260-km

electricity interconnector between the UK and the

June

Netherlands. The so-called ‘BritNed’ cable will have a
nominal capacity of up to 1,000 MW. The project has
a total value of EUR 600 million and will enhance
diversity and security of supply for both markets. It
also supports the European Commission’s desire for
greater interconnection between the different
European energy markets and promotes competition
in the Netherlands and the UK. The project received
enthusiastic support in the Lower House of the Dutch
Parliament, with all parties voting in favour of
constructing the cable link. APX signed an agreement
with the BritNed joint venture to develop a trading
solution for the new electricity cable, which is to be laid

on the seabed between the Netherlands and the UK.

Work on high-voltage lines at Oostzaan
The high-voltage lines at Oostzaan stirred up conside-
rable controversy among local residents. The research
agency KEMA conducted an extensive study following
complaints of noise nuisance. The study produced
several recommendations, which were explained
during two public meetings devoted to information
provision and debate. TenneT announced that
cleaning and maintenance work on the high-voltage
lines would begin in May. In addition, the glass insula-
tors on a number of pylons in the region will be repla-
ced by insulators made of synthetic materials that
produce less noise. Work will be completed in the

course of 2008.

Connection agreements concluded with
Electrabel and BritNed

In June, TenneT once again signed several new
connection agreements, this time with Electrabel and
BritNed. These agreements bring the new capacity to
be connected by TenneT to the Dutch national trans-
mission grid to a total of more than 7,200 MW. In the

past six months, TenneT has concluded connection
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July

agreements with seven different market parties in
order to achieve this target. This means that large-
scale production capacity in the Netherlands will
potentially increase by more than 35 percent over the

next five years.

European collaboration

On 6 June, five European countries (Belgium,
Germany, France, Luxembourg and the Netherlands)
signed a so-called Memorandum of Understanding
(MoU). This joint statement of intent dealt with the
coupling of electricity markets and the security of
supply in Central Western Europe. The Memorandum
was signed by the responsible government ministers
and representatives of requlatory authorities, TSOs,
power exchanges and market parties. The Norwegian
TSO Statnett and TenneT are working together to
install the NorNed cable between the two countries.
The two TSOs expect that market coupling with the
northern European spot market can be realised once
a regional electricity market has been established in
Central Western Europe. It will then be possible to
conduct implicit auctions between the Netherlands
and Norway, and extend the market coupling system

to neighbouring countries as well.

‘Energy island’ proposed as alternative to
large power station

TenneT is contributing to a long-term vision of sustai-
nable energy production. In that context, a large-
scale ‘energy island’ in the North Sea has been propo-
sed as an alternative to constructing a major power
station. The concept was put forward in a feasibility
study produced by the energy consultancy KEMA and
the engineering firm Lievense at the behest of the
Dutch electricity companies and TenneT. The energy
island will function like a water-storage reservoir in

reverse, a so-called ‘fall lake’. The water level in the

inner lake will be between 32 and 40 metres below
that of the surrounding North Sea. When there is a
surplus of electricity — mainly at night — water will be
pumped from the enclosed lake into the sea. When
there is a shortage, sea water will flow into the lake to
power several turbines. The lake is capable of supply-
ing approx. 1500 MW of electricity to the national
grid in a 12-hour period. This would be sufficient to
meet the annual energy needs of some 1.5 to 2 million

households.

SDE and MEP schemes transferred from
EnerQ to SenterNovem

On Friday 13 July 2007, the Minister of Economic
Affairs announced her intention to transfer imple-
mentation of the Promotion Scheme for Sustainable
Energy Production (SDE) to SenterNovem.
Implementation of the MEP grant scheme (i.e. the
grants issued under the Electricity Production
(Environmental Quality) Act) will also be taken over
by SenterNovem. Although the latter scheme is to be
phased out in the long run, it is more efficient to let
one organisation administer both schemes (‘one-stop
shopping’). This means that EnerQ will transfer its
activities to SenterNovem in late 2008 and then cease
to exist. CertiQ will share data concerning the
Guarantees of Origin with the organisation that will

issue the grants in future.

No cooling water restrictions

In contrast to previous years, TenneT did not have to
activate the action plan for cooling water restrictions
in 2007. If the temperature of the cooling water used
by power plants is too high during a period of warm
weather or if the supply of cooling water is insuffi-
cient, power plants may have to limit their production
of electricity because they no longer meet the rele-
vant standards and regulations laid down by the
Department of Public Works and Water Management.

In this situation, TenneT’s role is to monitor develop-



ments and issue signals to the electricity producers,
the regional grid operators, the Department of Public
Works and Water Management and the Ministry of
Economic Affairs concerning the reserve capacity on

the electricity market.

August

Sufficient security of supply in the
Netherlands in the coming years

The Netherlands will remain dependent on electricity
supplies from other countries until 2008. In subse-
quent years, a turnaround may occur from depen-
dence on imports to an export potential. This trend is
caused by an increase in new large-scale production
capacity. These were the main conclusions of the
Security of Supply Monitoring Report 2006-2014, an
annual overview compiled by TenneT at the request
of the Minister of Economic Affairs. As sufficient
foreign supplies are available in the coming period,
there is no need for further measures by the govern-
ment to safeguard the future security of supply in the

Netherlands.

September

NorNed website launched

On 12 September, TenneT and Statnett launched a
new website: www.norned-auction.org. It is intended
to help programme-responsible parties (PRPs) and

balance-responsible parties (BRPs) prepare for the

daily explicit auction of capacity on the NorNed cable.

The website is also relevant for other market parties

interested in the auction.

Brattle Group investigates TenneT’s
connection policy

The key elements of TenneT’s current connection
policy should be retained. That was one of the main

conclusions of a study into TenneT’s connection

policy published in September by the Brattle Group,
an independent research agency. The “first-come-
first-served’ principle and the temporary measures
aimed at maximising the amount of production capa-
city that can be connected to the grid were suppor-
ted by the Brattle Group. The measures in question
include the use of so-called ‘runback scenarios’ to
enable the connection of large-scale production
capacity to the national transmission grid under
certain conditions. The agency also presented several
proposals for further improvement, including enhan-
ced transparency, introduction of a system involving
milestones and cancellation fines, and a new planning
methodology. However, implementation of some of
these measures would require amendments to the
Electricity Act. The study was conducted in February
at the request of DTe.

October

APXintroduces integrated trading
system

The UK power exchange and all APX gas exchanges
have been using the new EuroLight™ trading system
since October 2007. It is also possible to gain access
to the exchanges through the Trayport GlobalVision
platform, which is used by many traders. The new link
allows APX members to consider exchange prices in
the broader context of the energy market, making for
increased trading opportunities and enhanced trans-

parency.

NorNed cable installed

The last section of the NorNed cable was installed in
early October. The final operation required to lay the
cable consisted of the realisation of three joints
connecting cable ends at sea. The cable link was then
tested, whereupon two faults were discovered and

subsequently repaired.
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November

European Investment Bank to finance
NorNed cable

On 22 November, Torsten Gersfelt, Vice President of
the European Investment Bank (EIB) and Mel Kroon,
President and CEO of TenneT, signed a contract worth
EUR 140 million to finance the NorNed project. In
light of the EIB’s mission to finance capital invest-
ments in projects furthering EU policy goals, it sees
the development of trans-European energy, transport
and telecommunications networks as one of its main

objectives.

Market coupling between the
Netherlands, France and Belgium
successful

November 21 marked the first anniversary of the start
of Trilateral Market Coupling (TLC), as initiated by the
national TSOs TenneT, Elia and RTE together with the
power exchanges in the Netherlands (APX), France
(Powernext) and Belgium (Belpex). The TLC system
successfully replaced the explicit allocation of inter-
connection capacity on the Belgian-French and
Belgian-Dutch borders. To list some results: the elec-
tricity prices on the Powernext, Belpex and APX day-
ahead markets were identical for 60 percent of the
time. Prices on the Belpex and APX exchanges were
identical for 72 percent of the time, rising to 85
percent for Powernext and Belpex. The daily allocated
cross-border capacity on the Dutch-Belgian border
rose from 347 MW to 544 MW. The interconnection
capacity on the Belgian-French border followed a

similar trend.

Running with colleagues

Almost a third of all TenneT staff donned their sport-
swear in 2007 to take part in the Committed Power
project. The programme prepared staff members for
a great sporting challenge in the form of a running,

cycling or Nordic Walking event, with the aim of

fostering team spirit and promoting personal interac-
tion, both of which are very much welcome in a time
of explosive growth for the organisation. In
September, 47 cyclists conquered the Alpe d’Huez. In
October, no fewer than 126 staff members took part
in a 20-kilometre run in Paris while 30 others comple-
ted a 28-kilometre Nordic Walking event in

Fontainebleau.

December

CFO Willem Keus joins registered Board
of Management

On 10 December, TenneT announced that its two-
member Board of Management would be joined by a
Chief Financial Officer on 1 February 2008. Willem
Keus was appointed to TenneT’s registered Board of
Management, where he will join President and CEO
Mel Kroon (Chairman) and Chief Operating Officer
Ben Voorhorst. In the opinion of TenneT’s Supervisory
Board, this enlargement of the Board was necessary
because of the organisation’s growth and the accom-

panying increase in activities.

Key step towards joint electricity market
In December, the Transmission System Operators of
the Netherlands, Belgium, Luxembourg, France and
Germany set up a joint company to provide cross-
border services, a key step towards integration of
these five national electricity markets into a single
regional market. The new company, CASC-CWE
(Capacity Allocation Service Centre for the Central
Western European Electricity Market), will be head-
quartered in Luxemburg and will act as the central
body for the provision of services related to the aucti-
oning of electricity transmission capacity on the
borders between the five countries. Corné Meeuwis,
formerly Market and Regulation Manager at TenneT,
was appointed as Managing Director of CASG-CWE on

1January 2008.



Extension of credit facilities

On 19 December 2007, TenneT arranged credit facili-
ties with a total value of EUR 600 million for TenneT
TSO B.V. and EUR 150 million for TenneT Holding B.V.
The credit facilities have a term of one year with an
option to extend. In concluding these arrangements,
TenneT has secured the required funds for 2008. The
credit facilities will be used for investment and as
working capital to fund the company’s growth and
any acquisitions. This brings the credit facilities of
TenneT TSO B.V. to a total of EUR 1,380 million and
those of TenneT Holding B.V. to a total of EUR 150
million. The credit facilities were taken out with ABN
Amro Bank N.V., N.V. Bank Nederlandse Gemeenten,
Barclays Bank PLC and ING Bank N.V.

Solution for high-voltage grid in
northern part of the Netherlands

In December, the Ministry of Economic Affairs,
TenneT and the provincial authorities of Groningen,
Drenthe and Overijssel concluded an agreement
regarding the high-voltage grid in the north of the
Netherlands. In addition to several planned large
power stations, a large number of small-scale green
energy producers can now start to supply electricity
to the grid in the short term, despite a shortage of
capacity. The solution entails retaining the 220-kV
high-voltage line between Zwolle and Hoogeveen
and upgrading the entire grid section Vierverlaten-
Zeijerveen-Hoogeveen-Zwolle. To compensate,
TenneT will devote EUR 10 million to strengthening
nature and landscape values in the area between

Zwolle and Hoogeveen.

Growth in trading volumes on APX
exchanges

APX Group recorded an increase in trading volumes
on four of its five exchanges in 2007. The volume of
trading on the Dutch power exchange (including the

intraday and strip markets) increased by 8.2 percent

to 20.9 terawatt-hours (TWh) (2006: 19.3 TWh) and
the trading volume on the UK power exchange (APX
Power UK) rose by 6.0 percent to 10.55 TWh in 2007
(2006: 9.95 TWh). Both power exchanges saw record
trading volumes in December: a total of 2,189 GWh
for APX Power NL and 1,072 GWh for APX Power UK.
The continental gas exchanges are showing steady

growth.

Record imports of Guarantees of Origin
The market for sustainable electricity continued to
grow during the 2007 calendar year. More than16.5
TWh worth of Guarantees of Origin were transferred.
These are certificates guaranteeing that a specific
amount of green electricity has been generated.
Guarantees of Origin are used mainly as proof that
such electricity has been supplied. The growing
demand for renewable energy led to record imports
via CertiQ’s certificate system. More than 3.8 TWh of

sustainable electricity was imported in December.

Peak load on the grid

In 2007, the peak load on the national grid was recor-
ded at 5.00 p.m. on Thursday 20 December. The peak
load amounted to 14,825 MW. The increasing use of
air conditioners during hot spells could at some point
in the future result in the annual peak load shifting to

the summer months.

Management of transmission grids of

110 kV and higher transferred to TenneT
as of 1 January

Legal responsibility for managing all high-voltage
grids of 110 kV and higher was transferred to national
grid operator TenneT on 1January 2008. This means
that the regional grid operators will transfer their
management activities and customer contacts for
these grids to TenneT, as stipulated in the new
Independent Grid Administration Act. Placing all grids

with a voltage level of 110 kV or more under the
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management of a single independent party allows for
more targeted investments in a robust and safe natio-
nal grid. The transfer will result in a threefold increase
of the high-voltage infrastructure under TenneT’s
management (from 3,000 to 9,000 kilometres of
lines), while the number of substations will jump

from 50 to approximately 250.
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Joost van Dijk, Managing
Director and CEO of E.ON
Benelux

Joost van Dijk (b. 1961) became
Managing Director and CEO of E.ON
Benelux in 2005. After graduating in
technology and engineering, he
Jjoined Shell Chemicals and went on
to fill various positions in the
Netherlands and other countries
during a fifteen-year career. In 2001,
having added a Master of Business
Administration degree to his
credentials, Joost van Dijk joined

E.ON Benelux.

50

The Netherlands has an
attractive investment climate

The German energy giant E.ON is a public listed company and, with annual turnover in the

region of EUR 70 billion, is among the largest in the sector. It has certainly made its mark in

the Netherlands. In 2005, E.ON Benelux acquired the energy provider NRE and is currently

investing heavily in new production locations. Here, Managing Director and CEO Joost van

Dijk discusses current developments on the energy market.

E.ON Benelux has a prominent presence, not
only as a distributor but also as a producer. It
already has seven generating stations
throughout the Netherlands and
construction work on the eighth — on the
Maasvlakte offshore development near
Rotterdam - is to commence soon. This will
be a huge facility fired by coal and biomass,

with an output capacity of 1100 MW.

Importing electricity

Given the many planning
applications for new generating
stations, E.ON is clearly not the
only company which believes that
producing electricity in the
Netherlands can be profitable.
“That is entirely due to the normal market
mechanisms,” explains Van Dijk. “The
Netherlands has a favourable geographic
location on the coast, and there is a demand
for electricity. To meet that demand, we
currently have to import electricity. Based on
these factors, and the fact that there is clear
and straightforward government regulation,
the Netherlands emerges as a country with a

very attractive investment climate.”

Nevertheless, Van Dijk does not believe that
the Netherlands will become a net exporter of
electricity in the foreseeable future. “Itis
good that we are working on improving
interconnection with other countries, since

that will safeguard the security of supply.

However, | cannot envisage the Netherlands
ever supplying half of Europe with electricity.
That is not going to happen. Rather, there will

continue to be aregionalised system.”

Sustainable production

E.ON decided that its new generating station
would run on fossil fuels and biomass for
reasons of continuity, sustainability and cost-

efficiency. State-of-the-art technology will

“I support an investment subsidy rather
than a subsidy on production itself”

ensure vastly reduced emissions of
pollutants. “E.ON devotes particular
attention to the diversity of its production
methods, both nationally and
internationally,” states Van Dijk. “Gas and
fossil fuels, often in combination with
biomass, nuclear fuels or sustainable
resources, feature in all deliberations. A major
advantage of coal is that world reserves are
greater than those of gas and oil, with better

geographic distribution as well.”

Because demand for energy can only increase
in future, large-scale production is essential.
Joost van Dijk does not exclude the possibility
that nuclear energy will once again be placed
on the agenda in the Netherlands. He also



expects that the production of sustainable energy will Maasvlakte

become even more of a ‘hot topic’. “The main problem * E.ON operates seven power
with regard to sustainable production in the Netherlands stations in the Netherlands.

is that legislation is rather inconsistent. In the past, for * The eighth is to be built on the
example, we have seen subsidy arrangements for Maasvlakte offshore
sustainable electricity production withdrawn overnight. development and will have an
This makes investors extremely cautious. | would call for a output capacity of 1100 MW.

consistent policy based on an investment subsidy rather The Netherlands is popular

than a subsidy on production itself. Production subsidies among investors due to its

can seriously distort the market.” favourable position on the
coast and demand for

Proactive approach electricity.

Van Dijk has a very clear view of TenneT’s role. “It falls to Dutch legislation with regard to

TenneT to facilitate the market, which involves constantly sustainable energy is not
anticipating the market dynamic. When our new plant particularly consistent.
becomes operational in 2012, there must be adequate grid  TenneT must constantly
capacity to cope with its output. This is TenneT’s job, and | anticipate market dynamics by
wouldn’t presume to tell them how to go about their adopting a proactive approach.

business. However, | do believe that it will only be possible TenneT’s Vision2030 document
with a proactive approach.” provides insight into the future
transmission capacity of the

high-voltage grid.

What TenneT is doing

TenneT is continually working to ensure a robust, future-proof transmission grid. This

involves looking beyond the ever-changing energy market of today to analyse the

major long-term developments. In 2007, TenneT produced its ‘Vision2030’ document,

in which four scenarios are set out in order to determine the likely load on the

transmission grid in future. The document goes on to present a grid concept which can

be applied in all scenarios, and which addresses future developments. It involves a

single, robust 380-kV loop in the central and western region of the Netherlands (where demand and hence load are
greatest), together with a number of shorter connections from production sites to the central loop or the locations

where demand is greatest.

This loop-based concept enables a flexible response to both rising demand and local power generation, while
allowing for feed-in at coastal locations from production sites, offshore wind turbine parks and international power

exchange via interconnectors.
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Corporate Social Responsibility

People

TenneT is charged with a task that is essential to society: ensuring an efficient and reliable supply of
energy. We wish to perform this task in a socially responsible manner. In recent years, TenneT has
embedded the principles of Corporate Social Responsibility (CSR) in its policies and operational
processes in various ways. In 2007, we took a first step towards the further development of a company-
wide CSR policy.

TenneT’s point of departure is the link between Corporate Social Responsibility and efficient business
operations. In performing our statutory tasks, we are aware of the impact of our actions on society as a
whole. Consequently, we must be able to render account of the choices we make when carrying out
our core activities. Conflicting interests may play a role, and these must be carefully balanced. For
instance, a low-noise transformer can reduce nuisance for residents of a built-up area, but is also more
expensive than a regular transformer. After all, an affordable energy supply is also in the publicinterest.
TenneT aims to create transparency with regard to its decisions in these matters. Developing a central
CSR policy can help us achieve this. It should be noted that TenneT is not always authorised to decide
on a specific issue. Some questions are decided in the political arena, where one social interest may

outweigh another.

TenneT’s CSR policy uses the concept of the ‘triple bottom line’ (People, Planet, Profit). The following

summary of CSR-related developments in 2007 is organised in accordance with this classification.

In 2007 TenneT continued to offer a wide range of safety training courses, dealing with subjects including
the safe use of scaffolding and working with high- and low-voltage equipment. In these courses staff are
made aware of key risks affecting their work and any measures they must take to mitigate these risks.

Investing in energy technology expertise

TenneT considers it important to invest in energy technology expertise. In the year under review we
developed three ‘Power Minor’ modules at institutes of higher vocational education, viz. Windesheim
University of Applied Sciences (Zwolle), The Hague University of Professional Education (Rijswijk) and
Arnhem-Nijmegen University of Applied Sciences (Arnhem). At these educational institutions,
students are offered courses in energy transmission, distribution and production providing a general
introduction to the energy sector. The courses include guest lectures by experts from energy
companies as well as field trips to the companies themselves. The ‘Power Minor’ courses are in line with
TenneT’s policy of playing a progressive role within the energy sector. We aim to combine our
professional expertise with practical skills and high-quality education and research, both now and in
the future. Further to this policy, TenneT also sponsors innovative study projects and seeks to
collaborate with academic institutions. For instance, we contributed financially to student teams

taking partin races with solar-powered boats and hydrogen-fuelled cars.



Occupational health and safety

A so-called Risk Identification & Evaluation (RI&E) exercise was conducted in the year under review, as
required by law in the Netherlands. RI&E exercises identify and evaluate the risks existing in a particular
area, whereupon an action plan is produced with the aim of improving working conditions (if
necessary). This plan is then implemented over a three- to five-year period. In 2007, several RIQE
exercises were carried out, covering health and safety at our Voorburg office, several substations and
the company restaurant. The investigations produced several points of attention with regard to office
areas, the layout of substations and other work areas.

On+1 January 2007 an amended Health and Safety Act came into effect. The new Act contains fewer
regulations governing working conditions. Instead, organisations are encouraged to compile
company- and sector-specific ‘Health & Safety Catalogues’. In the year under review, TenneT explored
the options for doing so. In light of its ‘disengagement’ policy, the government wants to give

employers and employees more scope to agree upon health and safety rules themselves.

In 2007 a great deal of energy was devoted to furtherimprovement of the in-company emergency
services. Several exercises were conducted, including one in collaboration with the Explosive Ordnance
Disposal Service. New equipment was also purchased. The focus in the coming years will be on

increased coordination of safety and security management.
Safety, Health & Environment Checklist for Contractors (SCC)

The SCC certificate secured by TenneT in 2005 was renewed in 2007. SCC stands for ‘Safety, Health and
Environment Checklist for Contractors’, a standard drawn up by the Cooperation for Safety Foundation
(SSVV). The SCC programme monitors the performance of service suppliers in the areas of safety,
health and the environment, and also defines requirements for policy and organisational matters. The

SCC certificate creates uniformity and transparency and increases safety awareness.

Particular attention was devoted in the year under review to tightening the safety regime at TenneT’s
building sites. The main purpose of this effort was to ensure proper management of project-specific
risks at building sites. Another key issue in 2007 was the revision of the so-called TenneT-Specific
Manual, which provides detailed instructions on working safely in high-voltage environments. This
manual was produced in close collaboration with staff members and safety experts.

As was the case in previous years, TenneT offered a wide range of safety training courses in 2007
covering topics such as life-saving procedures, extinguishing fires, driving proficiency, safe use of
scaffolding and, of course, working with high- and low-voltage equipment. In these courses staff are

made aware of key risks affecting their work and any measures they must take to mitigate these risks.
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Accidents and safety measures

Safety awareness has always been a priority at TenneT. In 2007, just one accident resulting in sick leave
occurred among TenneT’s own staff. In addition, a number of external staff members suffered
accidents. Most of these (four out of a total of six) involved eye injuries. TenneT will devote serious and
sustained attention to preventing recurrence of such accidents. TenneT adopted a new policy
documentin 2007 setting out rules for the reporting, registration and investigation of incidents. This
will help us investigate the fundamental causes of incidents in a more structured way and devise

improvement measures.
Noise-related nuisance

Noise from high-voltage substations can occasionally cause problems for local residents. In response,
noise abatement measures (such as erecting noise screens, brush-cleaning the lines or replacing the
insulators) were taken in cases where investigation suggested that this was appropriate. With a view to
preventing personnel from suffering hearing damage, noise measurements were conducted at various

substations and appropriate measures were taken when necessary.
Electrical and magnetic fields

People are exposed to electrical and magnetic fields every day, for instance when they use a microwave
oven, PC, electric shaver or hair dryer. High-voltage lines, too, are surrounded by a magnetic field and
the possible health impact of this field is a source of concern and debate in society, particularly for
people living in the direct vicinity. The international limit value for human exposure to magnetic fields

is applied in the Netherlands (100 microTesla).

In anticipation of new government policy on magnetic fields, TenneT embarked on the Wintrack
project as early as 2005. Wintrack is a new concept for high-voltage lines and pylons with lower
magnetic fields. Thanks to a new method of suspending the lines, the magnetic field intensity can be
reduced by more than 60 percent. The slender design of the pylon itself reduces its impact on the
surroundings. In addition, TenneT aims to combine new 380-kV connections with existing 110-kV and

150-kV lines where possible. This will allow existing lines to be decommissioned.

In addition to the limit value of 100 microTesla and despite the fact that no causal link has been
established between magnetic fields and health risks, precautions are being taken to limit long-term
exposure to magnetic fields. The Dutch Ministry of Housing, Spatial Planning and the Environment has
issued a policy recommendation on this topic to municipalities, provincial authorities and grid
operators. The focus is on the areas around overhead high-voltage lines. Here, steps must be taken to
make sure no new situations arise that expose children to magnetic fields for prolonged periods of

time. The reference value that must be applied is 0.4 microTesla. When planning new high-voltage
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lines, the grid operator must ensure that buildings in which children spend prolonged periods of time
(such as homes, schools, hospitals) are not exposed to magnetic field strengths of more than 0.4

microTesla.

In the case of existing high-voltage lines, local authorities must ensure compliance with the zoning
requirements so that no new buildings are put up at locations where the exposure levels exceed 0.4
microTesla. In practice, this guideline can cause concern among people living near high-voltage lines.
TenneT therefore provides information when requested to do so by the authorities or by local

residents. We also investigate alternatives and modifications to existing lines.

TenneT’s subsidiary NOVEC is a professional and reliable partner for the rental, management and
maintenance of antenna sites in the Netherlands. NOVEC also develops new high antenna sites in the
Netherlands, in close collaboration with broadcast organisations and telecommunications operators.
The company pays due attention to health and safety on and around radio masts and towers, adhering
closely to both European and Dutch legislation concerning exposure to electromagnetic fields.
Exposure levels are far below the applicable limit values in areas near radio masts. This is checked by
means of field intensity measurements, whereby actual exposure levels are mapped and compared to
the applicable health and safety standards.

TenneT uses special wire spirals to prevent birds from flying into high-voltage wires. These spirals are

mainly used in areas where the risk of bird casualties is high, i.e. on lines located on a migration route or

near bird-foraging areas.

Environment

In carrying out its tasks, TenneT works closely with provincial and municipal authorities to minimise
environmental impact. Naturally, we comply with all the applicable legal requirements. However, we
also seek to plan ahead wherever possible, e.g. with regard to permit procedures. If environmental
impact is anticipated, the relevantissues are discussed with a wide range of interested parties and fully

taken into consideration in the overall decision-making process.

A good example of TenneT’s proactive approach is our policy on painting. Electricity pylons need to be
maintained. Doing this properly will increase their lifespan. This in turn enables us to reduce the
number of pylons manufactured, thus minimising the environmental burden. However, pylons must
be painted reqularly to lengthen their useful life, releasing zinc and other harmful substances into the
environment. TenneT has developed a policy on painting that combines the best of both worlds: the
pylons’ useful life is lengthened while the release of paint and zinc into the environment is minimised.
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The coordination and management of the environmental permits held by TenneT received particular
attention in the year under review. Permits are administered centrally, including any subsequent

changes. This allows TenneT to improve its handling of changes to permits and any follow-up action.
Visual nuisance

Although not all high-voltage lines and substations result in visual nuisance, the public at large often
perceives this to be the case. TenneT is aware of the problem, and applies a range of methods to
prevent visual nuisance as much as possible. One of these is planting trees and shrubs around
substations (this is more difficult with high-voltage lines) to keep them largely out of sight. When
planting trees and plants around substations, TenneT has traditionally sought to harmonise its sites
with the existing, natural environment. Each situation is assessed on its own merits. Increasingly, we

are calling in the help of a (landscape) architect in the early stages of designing a new substation.

The government recently published its third Electricity Supply Structure Plan (SEV) following
consultation with several interested parties including TenneT. The plan states that in principle, new
380-kV lines must be constructed above ground. Below-ground installation is an option in certain
special cases (as yet undefined). A new factor is the introduction of a ‘compensation principle’: for each
section of high-voltage line constructed above ground, an equal number of kilometres of above-

ground lines must be removed (i.e. decommissioned or installed below ground).

To take account of the above-mentioned ‘special cases’, TenneT is also involved in research into the
underground installation of high-voltage lines. A great deal of research has been conducted into the
pros and cons of installing 380-kV lines below ground, as is already common practice for lower
voltages. In the near future, TenneT will enter into consultations with internal and external parties
aimed at gaining a clearer picture of the framework and preconditions for below-ground construction.

In this context TenneT has also joined the Knowledge Centre for Underground Construction (COB).
Bird protection

At several sites in the Netherlands, electricity lines are located on a migration route or near bird-
foraging areas. In the past, this resulted in large numbers of ‘bird collisions’. Research has shown that
bird casualties can be reduced dramatically by attaching special wire spirals to the lines. TenneT now

uses these spirals in areas where the risk of bird casualties is high.



SF6 gas

In situations where highly compact constructions are required, sulphur hexafluoride (SF6) gas, rather
than ordinary air, is used to provide insulation in some high-voltage installations. SF6 is a greenhouse
gas. Together with several other gases (such as the more familiar CO2), it is considered to be a cause of
the greenhouse effect. International agreements have been concluded to reduce the emission of
greenhouse gases. For years, TenneT has been taking strict measures to prevent the release of SF6 gas
during insulation or construction work. We check whether the installations are leak-proof and how
emissions can be reduced during inspections and maintenance and renovation work. When purchasing
new components filled with SF6 gas, we ensure that the design and technical specifications meet the
relevant quality standards for the prevention of leaks. Furthermore, we are always on the lookout for

an alternative solution with less environmental impact.
‘Greening’ of grid losses

One of TenneT’s statutory duties is to issue Guarantees of Origin for electricity produced by sustainable
methods or through combined-heat-and-power generation. These Guarantees provide a clear record
of the method of generation and the environmental quality of the electricity that is supplied, thus
increasing the options for customers on the electricity market. Every year, TenneT purchases a number
of Guarantees of Origin equivalent to its grid losses. This policy is referred to as the ‘greening’ of grid

losses. In 2007 TenneT ‘greened’ 490 GWh of its own electricity consumption in this manner.
Facility management

TenneT’s Facility Management Department makes every effort to incorporate healthy and
environmentally friendly working methods in its (purchasing) procedures, while devoting due
attention to Corporate Social Responsibility. TenneT and its suppliers use equipment and materials
with a minimum impact on the environment, such as microfibre cloths (instead of traditional cleaning
products) and water-based paint. In addition, our coffee machines only dispense ‘Eco’ coffee. Our
accommodation was renovated in 2007 and brought in line with the most recent health and safety
standards. Energy-efficient systems were installed, including daylight- and motion-sensitive lighting.
This resulted in a measurable decrease in energy consumption. In order to reduce paper consumption,
staff are making more use of the digital archive. Following a tender procedure, our large fleet of
printers and copying machines has been reduced to a significantly smaller number of multifunctional
machines that combine all the necessary document reproduction functions (printing, copying, faxing
and scanning). Sheets are printed on both sides and in black-and-white as standard. All these measures
resultin less energy and paper consumption and reduce the environmental impact (thanks to a smaller
number of machines). Several sustainable projects in the area of facility management are on the
agenda for 2008. These cover such topics as waste disposal and a mobility plan encouraging staff to use
public transport.
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Profit

When purchasing power transformers, TenneT considers not only the price but also the sustainability
aspects, such as the energy efficiency when the machine is in operation.

Sustainable procurement policy

CSR principles also play a role in TenneT’s procurement policy. For instance, when we purchase power
transformers, we consider sustainability aspects as well as the price. A key factor in the decision-
making process is the machine’s energy efficiency, i.e. the rate of energy loss when it is in operation. A
transformer with a higher rate of energy loss is considered to be more expensive. When selecting a new
transformer, TenneT calculates the expected loss of energy (due to energy inefficiency) and the
associated additional energy costs over the machine’s useful life. These costs are then added to the
purchase price. As a result, TenneT may not opt for the power transformer with the lowest price.
TenneT also incorporates CSR principles into its policy on the mobility of (field) personnel. Staff who
drive a leased car with a D/E/F energy label receive a significantly lower monthly allowance to

encourage them to drive a more fuel-efficient car with lower CO2 emissions.
Innovation

TenneT contributes actively to the development of the energy sector through research and the
development of new products. Examples include the above-mentioned Wintrack project and the
development of new ways of integrating sustainable initiatives. In that context, TenneT and the Dutch
electricity companies recently commissioned a feasibility study of a proposed large-scale ‘energy
island’ in the North Sea. The energy consultancy KEMA and the engineering firm Lievense concluded
that such anisland would be a viable alternative to the construction of a major power station. The
energy island will function like a water-storage reservoir in reverse, a so-called ‘fall lake’. The lake will
be capable of supplying approx. 1,500 MW of electricity to the national grid in a 12-hour period. This
would be sufficient to meet the annual energy needs of some 1.5 to 2 million households.

Market facilitation

TenneT plays an active part in supporting the electricity market and ensuring that it operates
smoothly. For this purpose, several tasks have been delegated to three subsidiaries: TSO Auction,
CertiQ and EnerQ. TSO Auction is responsible for auctioning off the available daily, monthly and annual
capacity on the five cross-border connections. CertiQ manages the certification system for electricity
generated in an environmentally friendly manner. These certificates constitute a ‘Guarantee of Origin’
and serve as proof that the electricity was produced in an environmentally responsible manner. On
behalf of TenneT, EnerQ is responsible for implementing the MEP grant scheme, which was introduced
in mid-2003. MEP is a Dutch acronym for ‘Electricity Production (Environmental Quality) Act’. The



scheme provides grants for energy generated from solar and wind power and in CHP plants. In 2007 the
Ministry of Economic Affairs decided to phase out the MEP scheme. This means that EnerQ will transfer

its activities to SenterNovem in late 2008 and then cease to exist.
Market coupling in north-western Europe

The day-ahead markets of the power exchanges in the Netherlands (APX), France (Powernext) and
Belgium (Belpex) have been linked since November 2006. This was an important step towards the
integration of the electricity market in north-western Europe. By being linked, the three power
exchanges can ensure more favourable pricing and greater liquidity in the coupled markets. In the first
year of market coupling, the electricity prices on the three markets were identical for 60 percent of the
time. Prices in Belgium and the Netherlands were identical for 72 percent of the time, rising to 85

percent for the French and Belgian markets.
Congestion management

The demand for capacity on the high-voltage grid has risen sharply in recent years. Plans have been
developed for the construction of large power stations as well as numerous smaller, environmentally
friendly CHP plants and wind turbines. All this ‘new’ electricity will have to be transmitted across the
existing high-voltage grid. In some cases, this has led to a ‘queue’ of market parties waiting to be
connected to the grid. TenneT is developing a new method to deal with this problem. In principle, all
parties will be connected to the grid and the grid’s capacity will be distributed through a new
congestion management system. This is essentially a market mechanism to distribute a limited
amount of transmission capacity among the applicants in case of congestion. TenneT is currently fine-
tuning the system together with the Ministry of Economic Affairs and the Office of Energy Regulation
(DTe). The system is scheduled to enter into operation in the second half of 2008.

Cigré membership

TenneT’s commitment to society and the energy sector is also demonstrated through our membership
of the International Council on Large Electrical Systems (Cigré), a non-profit organisation that aims to
facilitate the development of technical knowledge on the generation and transmission of high-voltage
electricity. Cigré encourages knowledge exchange between the participating countries. In addition to
awide range of technical studies, Cigré also deals with several non-technical subjects including life-
cycle assessment and sustainability. TenneT is taking part in both these studies. The latter study in

particular (on sustainability in the energy sector) supports TenneT’s CSR policy objectives.
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Integrated safety and security
policy and crisis management

In the year under review, TenneT continued to develop a coordinated safety and security policy as well
as procedures for crisis and continuity management. The Board established a Corporate Security Policy
and assigned clear powers and responsibilities to various parts of the TenneT organisation. We also
updated our information security policy, which was first drafted and implemented several years ago for
the organisation’s primary processes. We also began the rollout and implementation of a range of
measures in the area of organisation, equipment and personnel.

Crisis organisation for 110-kV and 150-kV grids

Because TenneT assumed responsibility for the 110-kV and 150-kV grids as of 1 January 2008 in its
capacity as TSO, preparations were made and additional agreements concluded with the regional grid
operators with regard to crisis-response organisation and communication. Fault resolution and
escalation procedures for serious disruptions affecting the transmission system and the energy supply
were clearly defined and agreed. In the autumn of 2007 a joint exercise was held with one of the grid

operators involved in order to verify whether the arrangements had been implemented properly.
Emergency-response drills

As in previous years, staff members within the emergency-response organisation were trained by
means of drills and workshops. Coordination and communication between the various disciplines was
the central theme in the year under review. This year’s large-scale drill was designed to test and
practice our fault-resolution and escalation procedures, as well as the on-call duty service and the crisis
team. The drill was recorded on video to help improve the performance of individual staff members
and teams. A permanent crisis centre in the direct vicinity of the National Control Centre was taken into
operation. The centre’s facilities will be modified further, following an evaluation of the emergency-

response exercise and the experiences gained.

In the past year, a great deal of attention has been devoted to policy-making consultations with the
central government, supply-chain partners and other key sectors within society. As part of the National
Security Programme, TenneT contributed to an assessment of risks affecting the security of supply.
Agreement was reached with all the grid operators concerning the method used to classify high-
voltage substations in the Netherlands. TenneT consulted with local authorities, the police and the
emergency services about the response procedures and protective measures to be taken in case of
threats or incidents. Incidental measures were taken where necessary, particularly to prevent copper
theft. A start was made on defining packages of security measures geared to the different types of
high-voltage substation, taking account of relevant offender profiles, local conditions and the

robustness of existing installations.
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Maria van der Hoeven,
Minister of Economic Affairs

Maria van der Hoeven (b. 1949)
became Minister of Economic Affairs
on 22 February 2007, having
previously held the post of Minister
of Education, Culture and Science
(since 22 July 2002). She began her
career in teaching and at one time
was director of the Limburg
Technology Centre. She served on
Maastricht city council and became
a member of the Lower House,
representing the Christian Democrat

Alliance (CDA), in 1991.

62

Opportunities for the
Dutch electricity sector

Much is happening on today’s energy market. Maria van der Hoeven, Minister of Economic

Affairs, welcomes the new developments. “They help to promote security of supply,

flexibility and sustainable production. The electricity market will function betteras a

result, which is clearly in the best interests of society at large.”

In her first year as Minister of Economic
Affairs, Maria van der Hoeven saw countless
new market developments, including the
current wave of new production locations.
“Since the liberalisation of the European
market, large energy companies no longer
work solely at the national scale, but are
seeking suitable locations for new production
facilities throughout western Europe. The
Netherlands enjoys a good position in this
respect: excellent ports to receive shipments
of coal and biomass, enough space in which
to build, and a plentiful supply of
seawater as a reliable source of
cooling water.” Much is happening
at the smaller level of scale, too.
The horticultural industry, for
example, is no longer a net
consumer of electricity but has
become a producer.
“Decentralised generation has
attracted wide interest. Plant growers have
shown great innovative strength and have
begun to produce electricity using
combined-heat-and-power systems. With
innovation and the current favourable market
conditions, an enterprising company can be

very profitable.”

Grid planning

However, these innovations also have a
downside. Itis not always possible to connect
new producers to the national grid as quickly
as would be hoped. Does this mean that

current policy must be altered? “My policy,

for both today and the future, is that
everyone who wants to be connected to the
grid, whether as a consumer or producer,
should be accommodated within a
reasonable period. This will do much to
ensure that the market functions well.” The
minister admits that there are some
situations in which cables and transformers
will have to be upgraded and reinforced.
“This takes time. In order to prevent long
waiting lists, accurate projections of the

future situation are crucial. | therefore wish to

“Everyone who wants a connection to the
national grid, whether as a consumer or
producer, must be accommodated within

a reasonable period”

join the grid managers in improving the
quality of those projections. With better
planning, the managers will be able to
anticipate new developments and head off
any problems. TenneT’s ‘Vision2030’
document sets a good example.” (Vision2030

can be downloaded from www.tennet.org.)

Creative

Advance planning is one option, but grid
managers could also try to be more creative
with the existing grid capacity. “If waiting
lists develop, there are ways and means of

using the existing capacity more efficiently.



I am pleased that TenneT is now developing a
congestion management system. This will help to
reduce the waiting lists, whereupon everyone will
be able to operate effectively on the electricity
market.”

The Netherlands as an exporter of electricity
By taking a dynamic approach to the new

developments, the Netherlands will be able to play

afull part on the European stage. Indeed, the
Netherlands could become an exporter of
electricity, as TenneT concluded in 2007. “Our
country has long been known as an exporter of
countless commodities; our harbours have been
playing their part in international trade since the
sixteenth century,” states the minister. “Dutch
involvement will give a significant boost to the
international electricity market. We have the
potential to become a centre of knowledge with

regard to new, sustainable technologies.

Westland

Wave of new production
locations in 2007.

There has been rapid growth in
decentralised generation; the
horticultural sector is no longer
anet consumer but a producer.
The speed at which new
production locations are being
built far exceeds that at which
new lines can be created, or the
existing ones upgraded.
TenneT’s ‘Vision2030’
document (downloadable from
www.tennet.org) offers a better
system of grid planning.

Until a new grid can be built, a
system of congestion
management will be put in
place to allocate the available

capacity more fairly.

What TenneT is doing

In 2007, it was difficult to keep pace with the rapid developments on the energy
market. Following a flood of large producers wishing to be connected to the grid, a
plethora of small-scale and sustainable initiatives also came forward. TenneT is doing
allit can to meet demand in a timely fashion, including examining solutions which can
be implemented more rapidly than installing an entirely new 380-kV line, which
generally takes at least eight years. The possibilities range from ‘runback’ scenarios to
the upgrading of existing lines in the northern Netherlands, or laying a new cable
throughout the Westland region.

During 2008, TenneT representatives will be travelling the country to explain these new plans, including the upgrading of
lines in the north of the country and the newly introduced congestion management system. The latter is a market
mechanism which enables limited transmission capacity to be allocated fairly to those wishing to use it.
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Personnel and organisation
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The TenneT organisation went through considerable changes in 2007. The organisation was prepared

for the assumption of responsibility for all transmission grids of 110 kV and higher, which took place on
1January 2008, and the associated integration of the grids. Both developments will lead to a sharp rise
in the number of employees.

Expansion of the workforce

A modest start was made in 2007 with 36 new staff members joining the company, bringing the total
workforce to 567 employees. There were 27 unfilled vacancies at year-end 2007. We expect to be
joined by over 200 staff members from the regional grid operators in 2008. In addition, TenneT will be
hiring some 170 new staff members throughout the company. These developments are the direct
result of the transfer of responsibility for the 110-kV and 150-kV high-voltage grids and the planned
expansion and upgrade of the national transmission grid. TenneT is also involved directly in the
development of an integrated energy market in north-western Europe. In view of current shortages on
the labour market (particularly in technical fields), a special team has been established to recruit and
select qualified staff. By the end of 2007, TenneT employed 249 external staff members. Although
some work in positions that are difficult to fill by other methods, many external staff members are
engaged in project-based work or special assignments.

Age breakdown
The average age of our employees is 41.7 years, which is approximately 1.5 years above the average for
the Dutch labour force as a whole. A slightly higher average age is common for knowledge-intensive

organisations with administrative tasks. In fact, the average age of public servants in the Netherlands
in 2007 was slightly higher (over 43 years).

Workforce of TenneT Holding B.V.
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Reduction in number of position descriptions

The number of position descriptions was reduced from 200 to approximately 60 in the year under
review. The various positions are now described in more general terms. This has simplified the grading
of positions and workforce planning and management, thus contributing to a more effective and
efficient organisation.

Conditions of employment, staff development and mobility

TenneT aims to be a good employer. In turn, we expect our employees to contribute to the
organisation’s performance. Performance management helps us to achieve both goals. TenneT’s terms
and conditions of employment are sufficiently attractive to retain qualified and talented professionals,

and we provide scope for the personal development of our employees.

Itis TenneT’s ambition to offer its staff a healthy and stimulating work environment. In support of this
objective, we introduced a careers policy in 2005. Staff members are given the opportunity to take
courses and pursue personal ambitions, provided they are in line with developments at TenneT. In
addition, the Personal Development Centre provides careers support and guidance within the
organisation. Staff at TenneT TSO spent almost 40,000 hours on training and education in 2007. This
amounts to an average of more than 1o working days per employee. This time was devoted to on-the-
job training and participation in training programmes, courses, conferences and seminars. Investment
in training and education amounted to slightly over 4 percent of the average pay per employee. On a
national level, investment in staff training ranges from approx. 1.5 percent at some companies to over 6
percent at others. In light of these figures, TenneT spends an above-average amount of time and

money on staff training and development.

Age breakdown of TenneT staff

Women
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TenneT aims to have an active and enthusiastic workforce. Offering our employees challenging and
stimulating work and opportunities for career advancement, as well as increasing their employability,
are important tools towards achieving this goal. In 2007 we surpassed our mobility target of 10
percent. Ten percent of all employees transferred to a new position within the organisation, while 7.5
percent found a new job outside the company. A suitable internal candidate was found for 48 percent
of all job openings in 2007 (86 vacancies).

Committed Power

The Committed Power project deserves special mention as part of TenneT’s efforts to create a healthy
and stimulating work environment. No fewer than a third of all our staff took part in this programme,
which focuses on a healthy lifestyle, getting sufficient exercise and working with colleagues towards a
common goal. Many staff members made their partners so enthusiastic that they took part as well,
bringing the total number of participants to 203. Committed Power proved to be an excellent way of
getting to know new colleagues and their partners during a time of growth and change for the
organisation. In the year under review 47 cyclists conquered the Alpe d’Huez, 126 runners completed a
20-kilometre course in Paris and 30 Nordic Walkers braved 28 kilometres of rough terrain near Paris.
The Committed Power programme will be continued in 2008.

Safety and security

Working with high-voltage equipment requires following strict rules of conduct and continuously
improving the safety awareness of employees. TenneT’s high safety standards are proving effective in
this regard. Only one accident involving a TenneT employee and six accidents involving external staff
occurred in 2007. All these accidents resulted in minimal sick leave. Fortunately, none led to permanent
injury or irreparable damage. Four of the seven accidents were caused mainly by human error. Eye
injuries occur relatively often, and due attention is therefore paid to wearing safety goggles when
working with chemicals and hot liquids. Such goggles should also be worn for work involving the
possible release of splinters or other solid particles. Due care must also be exercised when working at
heights and performing related activities like hoisting and lifting.

Workforce data of TenneT Holding B.V.

2007 2006 2005 2004 2003
Number of staff members 567 531 493 491 352
Average workforce (FTEs) 516 490 483 469 469
Average age 41.7 41.1 40.8 41.3 41.8
External mobility (percentage) 7.50 9.23 11.5 7.99 7.06




Due to various developments within society, increased attention is being paid to the security of
TenneT’s infrastructure facilities, office buildings and substations. Several measures were taken as part
of this process in the year under review. TenneT’s safety and security policy and the accompanying
implementation plan will be developed further in 2007. More information on this topic can be found in

the section on Corporate Social Responsibility.

TenneT already has an effective emergency-response organisation that can be activated at any time,
365 days a year and 24 hours a day. More information can be found in the section entitled ‘Integrated

safety and security policy and crisis management’.

Sickness absenteeism

In 2007, sickness absenteeism remained at a low level of 3.3 percent. This is less than the national
average and a further decrease compared to 2006 (3.49 percent). Sickness absenteeism has dropped
by close to one percentage point (4.29 percent to 3.30 percent) from 2003. This decrease translates

into over 9,000 extra man-hours (5.5 FTE) in 2007.

Under the Eligibility for Permanent Invalidity Benefit (Restrictions) Act, employees on sick leave receive
a great deal of support to assist their reintegration. Supervisors work together with a case manager to
optimise the reintegration process. As part of our health policy, we also encourage our employees to
take up sports and pursue a healthy lifestyle. The short-term effects of these efforts are difficult to

quantify, but in the long term we expect a significant positive impact.

It should be noted that in the past year, the decrease in sickness absenteeism has been reversed to
some extent, with a slight rise in the last quarter of 2007. In view of the general trend in the
Netherlands and the current workload at TenneT TSO, we expect a slight increase in sick leave rates in

the coming year.

Sickness absenteeismTenneT

2007 2006 2005 2004 2003
Sickness absenteeism percentage 3.30 3.49 3.46 4.07 4.29
Annual absence report frequency 1.7 1.6 1.5 1.3 1.4
Average duration of absence (days) 7.1 9.6 134 15 10.5
Number of accidents resulting in sick leave 7* 1 0 1 3

* The increase in this figure compared to previous years is due to a stricter accident reporting procedure.
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Preparing the organisation for management of all 110/150-kV grids

The year under review was dominated by preparations for the assumption of responsibility for all 110-
kV and 150-kV grids. Various projects were implemented to make sure that TenneT is able to assume
responsibility for the management of these new grids. These projects centred on three topics:
organisational aspects, operational processes and company resources (including ICT systems and

accommodation). The projects in question will be completed in 2008.

New senior management structure

In connection with TenneT taking over responsibility for the regional high-voltage grids, the
company’s senior management structure was altered in the year under review. Instead of a single
President and CEO, the registered Board of Management now consists of three members.

With a view to a clear and transparent division of responsibilities within the Board of Management, the
Market and Requlation staff department was split into a Market department and a Regulation
department. New managers were appointed to head both departments.

Another major change within the senior management structure concerned the creation of an Asset
Management business unit, which is to be independent of the Transmission Operations department. To
ensure that the regional grids can be upgraded and maintained properly, we have also introduced a

regional organisational structure.

The Purchasing and Information Technology departments (previously part of the business units
Transmission Operations and System Operations, respectively) are now corporate staff departments

reporting directly to the Board of Management.
The new organisation chart can be found on page 167.

Optimising operational processes

In view of the planned transfer of responsibility for grid management, TenneT reviewed the quality and
efficiency of its operational processes. New procedures and a new approach were proposed in the area
of customer management, the company’s administrative processes were reorganised and

preparations were made for directing the activities of external grid administrators.

Accommodation

The large-scale refitting of our office buildings in Arnhem, which began in 2005, was completed in
2007. TenneT now has representative offices suitable for flexible working. In anticipation of the coming
period of expansion, TenneT started examining the possibilities for further growth in 2007. A final

decision on a new company location will be made in early 2008.



The organisation’s growth in the coming years will eventually result in four company locations
(currently two: Arnhem and Voorburg). Considerable attention will be devoted to integrating new staff
members previously employed by the regional grid operators into the TenneT organisation. During the
year under review, the foundation was laid for a new National Control Centre. This expansion is

connected to the transfer of responsibility for managing the grids of regional grid operators.

Works Council

Following the adoption of the Independent Grid Administration Act and the resulting transfer of
responsibility for all high-voltage grids of 110 kV and higher, the Works Council decided to hold early
elections in the beginning of 2007. As a result, a Works Council composed of the same members can
handle the entire TenneXT process (i.e. the transfer and integration of the grids).

The new Works Council was installed in March 2007 and got down to business straight away. Topics
included the new senior management structure, organisational changes within the business units
Transmission Operations and System Operations and a reduction in the number of position
descriptions. The Council used its right to consent and its right to put forward recommendations on all

these issues.

The activities of the Works Council are carried out through several committees. Committee members
prepare the various issues and draw up recommendations and declarations of consent. These are then
submitted to the entire Works Council for approval. A committee consists of council members and
other TenneT staff. There are five committees:

e Committee on Conditions of Employment and Personnel Policy

e Committee on Health, Safety and Environment

 Organisational Committee

* Finance Committee

* Communications Committee

Preview of 2008

In 2008, the main challenge in the area of human resources will consist of attracting, recruiting and
retaining qualified staff. A recruitment team has been set up to achieve TenneT’s ambitious growth
targets, working together with the company’s management. We aim to offer a healthy and stimulating
work environment to our current staff, as well as the approx. 400 employees from regional grid
operators who will be joining us. For that reason, TenneT is investing in high-quality accommodation
and facility services and the development of managers and staff alike. Attention to safety and security
remains high on TenneT’s agenda, especially in the coming period of growth.
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Diederik Samsom, member
of the Lower House for the
Dutch Labour Party (PvdA)

Diederik Samsom (b. 1971)
succeeded Ferd Crone as energy
spokesman for the Dutch Labour
Party in the Lower House. Before his
appointment to the post of MP,
Samsom read technical physics at
Delft University of Technology and
worked at the Dutch branch of

Greenpeace.
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Investing in a sustainable

energy sector

Without a shadow of a doubt, the dominant theme of 2007 was sustainable energy. From

large off-shore wind parks to small solar panels on the roof, Diederik Samsom loves them

all and knows just how to translate his love for the subject into practical political messages.

Here is what the enthusiastic MP had to say about a grid operator’s duties and

responsibilities.

“During the parliamentary debate on the new
high-voltage connection in the Randstad
area, | criticised TenneT for being a bit
cautious and conservative sometimes,” says
Samsom. “In a way, though, TenneT’s
attitude makes sense. After all, if you’re a grid
operator and trying to create a reliable grid,
surely you want to use proven technology?
Even so, I think TenneT could be a bit more
innovative. As with the new Wintrack pylon,
which considerably reduces magnetic fields.
TenneT should be given more

leeway to innovate.”

Forinstance, Samsom hopes that
TenneT can contribute to a more
transparent debate on the
construction of overhead and
underground high-voltage power lines. “Itis
up to politicians to take planning decisions on
the construction of high-voltage power lines.
Many things will have to be considered in the
decision-making process - cost, security of
supply, the visual impact on the landscape,
and so on,” says Samsom. “All these aspects
will have to be considered carefully. By using
innovative methods, TenneT may help
integrate all the various options. At the end of
the day, policy-makers will be responsible for
the choices made. They’ll be the ones to
decide whether the cost is socially

acceptable.”

Sustainability

Samsom is well known for supporting
sustainable energy. His message? Invest
generously in sources of sustainable energy,
both at people’s homes (the small-scale
approach) and at off-shore wind farms (the
large-scale approach). “Many changes are
currently being implemented to provide for a
sustainable society. Off-shore wind farms are
agood example. In a widely supported

motion | proposed that the government

“The grid operator should be given more

leeway for innovations”

ensure that those investing in off-shore wind
energy will not have to install their own
cables any more. From now on, the cables will
be installed by TenneT, since they are quite
experienced in this field. It’s only fair, since
TenneT also connects regular coal-fired and
gas-fired power plants. We think more
companies will be willing to invest in wind
parks if they don’t have to install their own
cables. And obviously, it is more efficient to
install one well-planned cable which will
serve several parks at once than to have each
company install its own cable for its own
park. Installing this one cable will be a costly

enterprise, but it will be worth it in the end.”



The grid operator’s duties Innovation and sustainability

Samsom feels that grid operators should assume * The government is actively
more duties like the ones outlined above. “So many looking into off-shore wind
new developments are about to be introduced. parks.

Take plug-in hybrids, forinstance - cars which can  Small-scale sustainable

be plugged into a power point. They will become initiatives should be

reality at some point. Or take CHP plants and smart prioritised on the grid.

meters. These will really grant grid operators the Innovative solutions will

opportunity to think outside the electro-technical contribute to improvements
box, with an eye to creating a more sustainable on the energy market.
society. Grid operators have the required know- * New pylons with reduced
how, as well as the ability to look ahead and magnetic intensity are one
anticipate what developments may come. such innovative solution.

Therefore, I would like to invite TenneT to submit Policy-makers need a grid

ideas for greater sustainability. At the same time, operator’s involvement in the
we should work towards a reliable multi-purpose decision-making process.
grid which also allows creative use.” * TenneT is developing a long-

term grid development plan

for the 2008-2030 period.

What TenneT is doing

TenneT is actively working on implementing innovative ideas, such as erecting new

pylons with a reduced magnetic field in the Randstad area, the heavily urbanised

western region of the Netherlands. In addition, TenneT is working on other unique

innovative solutions, at IJburg for instance, where the company is reducing magnetic

fields by suspending the wires which make up the local high-voltage connectionin a

different way. Finally, TenneT is engaged in the field of underground cables, among other things by collaborating with other
parties in the so-called Knowledge Centre for Underground Construction (COB).

TenneT is also looking further ahead. TenneT has drawn up the Vision2030 document, which outlines the benefits of the
company’s infrastructure in a sustainable energy supply system. By now, TenneT has also gained considerable experience in
installing cables on the seabed. This being the case, TenneT will soon be able to connect off-shore wind parks and incorporate
them into the national high-voltage grid. TenneT previously installed the NorNed cable between the Netherlands and

Norway, which will be used to import sustainable hydropower-generated electricity.
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