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To the General Meeting of Swissgrid Ltd, Aarau

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Swissgnd SA Ltd (the Company), which compnse the balance sheet
as at 31 December 2022, and the income statement and cash flow statement for the year then ended, and notes
to the financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements (pages 72 to 89) comply with Swiss law and the Company's articles of in-
corporation.

Basis for Opinion

We conducted our audit in accordance with Swiss law and Swiss Standards on Auditing (SA-CH). Our responsi-
bilities under those provisions and standards are further described in the *Auditor's Responsibilities for the Audit
of the Financial Statements” section of our report. We are independent of the Company in accordance with the
provisions of Swiss law, together with the requirements of the Swiss audit profession and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opin-
ion.

Key Audit Matters

Accuracy of the calculation of the regulated EBIT and volume- and tariff-related timing differences

Completeness and accuracy of the net turnover and procurement costs

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the fi-
nancial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.
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@g Accuracy of the calculation of the regulated EBIT and volume- and tariff-related timing differences

Key Audit Matter Our response

For the 2022 financial year Swissgrid reports an EBIT ~ We have performed mainly the following audit proce-
(earnings before interest and taxes) of 114.4 Mio CHF.  dures:

The change in volume- and tanff-related timing differ-
ences amounts to +365.7 Mio CHF.

The EBIT presented in Swissgrid’s financial statements
is legally defined as the multiplication of the invested
operating assets (regulatory asset base, “RAB") and
volume- and tanff-related timing differences by the ap-
plicable regulatory interest rates plus taxes. The RAB
consists of the transmission gnd assets (incl. construc-
tion in progress), the intangible assets and the net cur-
rent assets determined on a monthly basis.

Cost and volume variances between the actual costs
and income for a year and the costs and income pre-de-
termined in advance at tariff level for the same year
lead to so-called volume- and tanff-related timing differ-
ences. These are deferred separately as surpluses or
deficits in the balance sheet and must be amortized
over the coming years. The yearly change is recorded
separately in the income statement under “Change in
volume- and tanff-related timing differences”.

There is a nsk that the EBIT and the volume- and tariff-
related timing differences are not calculated according
to the applicable legal and regulatory provisions and
that, consequently, the EBIT and the volume- and tariff-
related timing differences are not presented

correctly in the financial statements.

Identification of the key controls and venfication
of their effectiveness using sampling;

Reconciliation of the method used for calculating
the regulated EBIT and volume- and tariff-related
timing differences with the legal, administrative
and regulatory requirements;

Recalculation of the interest on the various com-
ponents of the RAB and volume- and taniff-related
timing differences using the interest rates accord-
ing to the legal base (StromVG/StromVV) as well
as to the decisions and directives of the Swiss
Federal Electricity Commission (EICom) and
comparison with the recorded values;

Evaluation of the completeness and transparency
of the disclosures presented in the financial state-
ments.

For further information on the calculation of the regulated EBIT and volume- and tanff-related timing differences
refer to the notes of the financial statements Swiss GAAP FER under note “1. Accounting principles” (paragraph
Activities according to StromVG/WResV), under note “3. Legal proceedings” and under note “4. Segment report-
ing” (paragraph Change in volume- and tariff-related timing differences per segment) as well as under note “15.

Volume- and tarniff-related timing differences”.
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Completeness and accuracy of the net turnover and procurement costs

Key Audit Matter

For the 2022 financial year Swissgnd reports a net turn-
over of 987.1 Mio CHF and the procurement costs
amount to 866.2 Mio CHF.

The calculation of the net turnover (performance) and
procurement costs is based mainly on the energy data
directly metered on the transmission system or reported
from downstream grid levels. For the measurement of
performance, regulated tariffs must mainly be taken into
account; for the procurement costs the applicable mar-
ket prices.

Swissgnd’s regulated activities are charactenzed by a
high volume of IT-based transactions.

For certain tumover and procurement costs positions,
no volume base exists at the closing date yet, which re-
quires to make estimates and assumptions.

Due to the transaction volume, the various IT interfaces
and the estimates / assumptions, there is a risk that the
performance and costs are not calculated completely
and correctly.

Our response

We have analyzed the process relative to the calcula-
tion of the net turnover and procurement costs and we
have determined whether the energy data have been
recorded completely and correctly. In this respect, we
have among others identified the key controls and we
have then verified their effectiveness using sampling.
We have considered the high degree of integration of
the provision and recording of services by the various IT
systems by testing the effectiveness of the general IT
controls and application controls of the relevant IT sys-
tems for accounting purposes with the assistance of our
IT specialists.

In order to assess the completeness and accuracy, we
have also critically examined the main assumptions and
evaluated the accuracy of the forecasts regarding the
presented accruals, in particular by comparing retro-
spectively the accrued amounts and the actual
amounts.

Furthermore, we have assessed the appropriateness of
the disclosures in the financial statements conceming
the corresponding positions of the balance sheet and in-
come statement.

For further information on the net turnover and the procurement costs refer to the notes of the financial state-
ments Swiss GAAP FER under note “2. Estimation uncertainty” and under note “4. Segment reporting” (paragraph
Segment report 2022) as well as under note “5. Net turnover and procurement costs according to the electricity

supply act (StromVG)".

3 Swissgrid Annual Report 2022 | Statutory financial statements | Statutory Auditor’s Report



Other Information

The Board of Directors is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the stand-alone financial statements of the Company and our
auditor’s reports thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is maternially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be matenally misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other infor-
mation, we are required to report that fact. We have nothing to report in this regard.

Board of Directors’ Responsibilities for the Financial Statements

The Board of Directors is responsible for the preparation of the financial statements in accordance with the provi-
sions of Swiss law and the Company’s articles of incorporation, and for such intemal control as the Board of Di-
rectors determines is necessary to enable the preparation of financial statements that are free from matenal mis-
statement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going con-
cern basis of accounting unless the Board of Directors either intends to liquidate the Company or to cease opera-
tions, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from matenal misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opin-
ion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accord-
ance with Swiss law and SA-CH will always detect a matenal misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Swiss law and SA-CH, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

— Identify and assess the risks of matenal misstatement of the financial statements, whether due to fraud or er-
ror, design and perform audit procedures responsive to those nisks, and obtain audit evidence that is suffi-
cient and appropnate to provide a basis for our opinion. The risk of not detecting a matenal misstatement re-
sulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, inten-
tional omissions, misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company'’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made.

— Conclude on the appropnateness of the Board of Directors’ use of the going concem basis of accounting and,
based on the audit evidence obtained, whether a matenal uncertainty exists related o events or conditions
that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future events or condi-
tions may cause the Company to cease to continue as a going concerm.
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We communicate with the Board of Directors or its relevant committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant deficiencies in inter-
nal control that we identify during our audit.

We also provide the Board of Directors or its relevant committee with a statement that we have complied with rel-
evant ethical requirements regarding independence, and communicate with them all relationships and other mat-
ters that may reasonably be thought to bear on our independence, and where applicable, actions taken to elimi-
nate threats or safeguards applied.

From the matters communicated with the Board of Directors or its relevant committee, we determine those mat-
ters that were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We descnbe these matters in our auditor's report, unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
In accordance with article 728a para. 1 item 3 CO and PS-CH 890, we confirm that an intemal control system ex-
ists, which has been designed for the preparation of financial statements according to the instructions of the

Board of Directors.

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the Com-
pany's articles of incorporation. We recommend that the financial statements submitted to you be approved.

KPMG AG
Silvan Jurt Beatnz Vazquez
Licensed Audit Expert Licensed Audit Expert

Auditor in Charge

Basel, 19 April 2023
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