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President’s Report

2004 — A Record High Production Year

With 17.5 TWh, OKG delivered more electricity to the Nordic e ectricity market than
ever before. OK G’ s contribution and the record contributions made by the other
nuclear power companies, contributed to a combined power production by the
Swedish nuclear power plants of more than 75 TWh, which was amost 10 TWh more
than in 2003. Over half of Sweden’s electricity supply in 2004 was provided by
nuclear power. This, together with a certain recovery of hydro power-based el ectricity
generation contributed to a net export of electricity from Sweden to other regions on
the Northern European market during the year. Net exports amounted to almost 2
TWh, compared with the level for 2003 of almost 13 TWh. Sweden’s electricity
consumption also increased marginally, amost 1 TWh, during 2004, compared with
2003.

Modernization and Power Increases

In spite of the politically-related closure of both of Barseback’s reactors, the Swedish
nuclear power plant is currently undergoing considerable development. All of the
Swedish nuclear power companies plan to increase power in several reactors. Our
strategy at OKG is based on sixty years of operation. Oskarshamn 1 and Oskarshamn
2 have recently passed the “half an operating lifetime’ landmark, while Oskarshamn 3
has two-thirds of its lifetime left.

In order to comply with the new safety requirements and to allow for safe operation
with high unit capability factors for 60 years, Oskarshamn 1 was modernized a few
years ago. In 2004, corresponding work was started to secure Oskarshamn 2’'s
performance for the next thirty years. Over the next seven years, this work will be
carried out in connection with the annual refueling and maintenance outages. The
modernization comprises work to further enhance reactor safety and to maintain high
unit capability factors.

In paralel with the modernization of Oskarshamn 2, a significant increase in
Oskarshamn 3's reactor power is being planned. The purpose of the increase is to
provide an annual extra contribution of power of just over 2 TWh from 2009. The
power increase work is being combined with work on further enhancing the safety
level aswell as on modernizing severa systems in the facility.

All in all, over the next tenryear period, OKG will invest about five billion kronor in
its production facilities, and primarily in Oskarshamn 2 and 3.



Organization and Human Resource Development

Prior to the modernization and power increases that are planned in the Swedish
facilities, the requirements that will regulate the future design, safety level and
operation of the facilities are being formulated by the nuclear industry together with
the Swedish Nuclear Power Inspectorate (SK1). The new requirements are stipulated
in new regulations and incorporated into the ongoing modernization projects.

Effective safety work is essentia in order to achieve satisfactory production results
now and in the future. Prediction and prevention of potential safety deficienciesare a
part of our day-to-day work and, to further strengthen this capability, co-operation
with researchers in the safety culture area started in 2004. Through our continuous
work including seminars and appointed safety culture ambassadors, we are
continuously improving the safety culture of our organization. The aim isto establish
a proactive approach and attitude with respect to factors that could have a negative
impact on unit capability factors and safety.

The extensive project activities entail increased competence and resource needs. To
meet these needs and, at the same time, to prepare for increased pension retirements,
we have started an extensive new recruitment of engineers in particular. In 2004, the
number of employees increased during the year for the first time since 1998. A
competence transfer program is under way to effectively transfer knowledge from
older employees to young employees. In parallel, a number of older employees are
working with selected young employees with the aim of transferring knowledge and
experience.

Retrospective and Anniversary

In 2005, OKG is celebrating 40 years as a company. It was on July 14, 1965 that the
company was founded with the aim of developing and operating the facilities that are
now at the site. 1965 was also the year that the order for Oskarshamn 1 was placed.
When the reigning King of Sweden inaugurated the facility in 1972, it was the first
commercia reactor in Sweden to be taken into operation. Just two years later,
Oskarshamn 2 was taken into operation, while Oskarshamn 3 was not started up until
1985.

Focus on the Future

In large parts of the world, more and more people are recognizing the need for
increased nuclear-based electricity generation, in industry as well as among
politicians and the public. In Sweden, the opinion is increasingly positive for such a
development. A survey conducted by TEMO at the beginning of 2005 found that only
13 % of the respondents consider that Sweden should close down reactors that meet
regulatory safety requirements. 83 % consider that we should continue to use the
nuclear power plants that we have or construct new ones. In the light of this, as well
asinview of the lack of aternatives, it is my firm conviction that nuclear power has



an important role to play, also in the future energy supply system. The investments
that have been initiated at Oskarshamn 2 and 3 are partly based on this assessment.

However, these investments cannot be implemented without competent and involved
employees. OKG’ s employees have both the competence and the commitment needed
to carry out the extensive projects that we are about to undertake. During 2004, this
was demonstrated as our employees brought OKG a bit further towards the goal of
becoming a world-class company.

Patric Ramberg, President



Administration Report

The Board of Directors and the President of OKG Aktiebolag (OKG) hereby submit
their report on the administration of the company during 2004.

Shareholders and Business Activities

OKG Aktiebolag is a part of the Electricity Generation business unit of the Sydkraft
Group and isa subsidiary of Sydkraft Karnkraft AB (556132-6371). The parent
company of the largest group to which OKG belongsis E.ON AG, Germany. The
remaining 45.5 % of the sharesin OKG AB are owned by Swedish subsidiaries of the
Finnish energy group, Fortum.

In accordance with the existing consortium agreement between the shareholders,
OKG must generate electricity for its shareholders in proportion to their share of
ownership. In addition, OKG operates the Central Interim Storage Facility for Spent
Nuclear Fuel (CLAB) on behalf of Svensk Kérnbréns ehantering AB (SKB).

Electricity Market

Electricity consumption in Sweden increased somewhat in 2004 and generation and
consumption were largely in balance. The previous year’s net imports were thereby
replaced by an export surplus. A contributing factor to this was that the availability of
water for electricity generation improved in the Nordic region during the year. Hydro
power production in Sweden could therefore be increased by 11 % to 59 TWh from
the record-low level of 2003. The low level in the Nordic water reservoirsin 2004
meant that there was no need during the year to reduce power due to alow demand
for nuclear power. At the end of the year, the level in the reservoirs was normal. A
decisive factor for the increase in electricity generation in 2004 was that Swedish
nuclear power plants had a production record of 75 TWh. At OKG, both Oskarshamn
1 and Oskarshamn 3 reached new production records and Oskarshamn 2 had its
second best production result. In 2004, power supplied by OKG thereby amounted to
17,481 GWh (13,791).

Plant and Electricity Generation

The company owns and operates three nuclear power units that are located on the
Simpevarp peninsula, north of Oskarshamn. The three units have a combined net
output of 2,224 MW.
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Electricity supplied by OKG to the grid.

Oskarshamn 1 reached a production record in 2004 after its re-start, in 2003,
following a thorough modernization. Although only very minor operating
disturbances were reported, dight vibrations in the new turbine occurred. Two scrams
occurred during the year. The electricity delivered by Oskarshamn 1 amounted to
3,536 GWh and the unit capability factor was 88 %.

Oskarshamn 2 reported its second best production results in 2004. Energy delivered
amounted to 4,626 GWh and the unit capability factor exceeded 89 %. At
Oskarshamn 2, only minor disturbances in operation occurred. The measures during
the refueling and maintenance outages were highly comprehensive and, in addition to
further modernization measures, included the scheduled continued testing of the
reactor pressure vessel pipe penetrations, which started in 2003.
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Unit capability is a quality yardstick which
expresses the available generation capacity
inrelation to the theoretically possible
capability.



The results of the testing conducted were good and no corrective measures were
undertaken. Two reactor scrams occurred during re-start after the refueling and
mai ntenance outage.

In 2004, Oskarshamn 3 also beat its own production record, which meant that 9,319

GWh were delivered to customers. The unit capability factor was 93 %. Only minor

disturbances were reported during operation and no scrams occurred during the year.
In November, a minor fuel defect was detected at Oskarshamn 3.

o1 02 03 Total
Electricity supplied 2004 3536 4626 9319 17481
(GWh) 2003 3 058 3 05t 7678 13791
Unit capability factor 2004 88 89 93 91
(%) 2003 76 59 78 73

Safety, Environment and Development

Well-planned maintenance and constant safety improvements as well as research and
development are essential conditions for maintaining the facilities in good condition.
This ensures safe operation and a long lifetime. Continuous development of the
organization, quality system and procedures, together with internal and external
quality audits form the basis of continuous improvement in activities. The internal,
independent safety department is a vital resource for internal monitoring to ensure that
operations are conducted in a safe manner. This review is a central part of the
evauation of all licensee event reports (LERS). These reports are classified in
accordance with the sevenpoint International Nuclear Event Scale (INES). During
the year, one LER occurred, which was classified as 1 on INES. The LER occurred at
Oskarshamn 1 and concerned reactor pressure vessel level gauges which were not
ready for operation. Other events at the facilities were classified as 0 on the scale.

I mprovement work and measures to adapt to the Swedish Nuclear Power
Inspectorate’ s regulations are conducted on a continuous basis. In 2004, extensive
work was initiated to develop physical protection at the facility. In addition, necessary
requirements to meet demands on reactor safety during the forthcoming tenyear
period, which were jointly prepared by the nuclear power companies and the
regulatory authorities, were finalized.

Developments in the area of human factors are continuously in progress and an
extensive program comprising the development of the safety culture at the facility
started during the year. Work will continue over the next five-year period.

The environmental management system was continuously developed and operations
are environmentally certified in accordance with 1SO 14001. OKG conducts activities
that must be licensed in accordance with the Environmental Code. The main
environmental impact comprises conventional and radioactive waste as well as minor
emissions to the air and water of radioactive and conventional substances.
Furthermore, about two-thirds of the energy generated in the reactorsis released in the
form of heat to the Baltic Sea via the coolant. Operations must be licensed under the



Environmental Code. An application and Environmental Impact Statement were
submitted to the Environmental Court in 2004. The am is to renew and co-ordinate
license stipulations and to prepare the possibility for future power increases. OKG is
also applying for permission to use the underground repository at the site as an
interim storage facility for replaced core components.

In 2004, the company was granted carbon dioxide emission rights for the backup
power units at the facilities. The company’s request for permission not to include
these units in the emission rights system was denied. The units are therefore fully
included in the carbon dioxide trading system.

According to the definitions in the Ordinance (1998:899) concerning hazardous
activities and health protection, OKG conducts fifteen activities that must be licensed
or reported. This primarily refers to the operation of the three nuclear power reactors.
Other activities include facilities for radioactive waste storage and disposal, the
operation of gas turbines for backup power generation, possession of ail cisterns,
hydrogen gas plant, sanitary cleaning plant, a harbor, a waste sorting station and
various workshops.

Radioactive releases at OKG are very small and a 4 % reduction was measured in
2004, compared with the low level aready achieved in 2004. The results were
0.000331 mSv, which is only afraction of the alowable value of 0.1 mSv.

Dose Commitment
Average dose (millisievert)
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All  personnel, employees as well as
contractors, wear dosimeters when working
in areas where radiation may occur. The
average dose is the amount, over and above
the dose of just over 5 millisievert, which the
average Swede receives.

The collective dose to the personnel decreased from 3.64 manSievert to 2.01 in 2004.
The result is highly dependent on work in connection with the annual refueling and
mai ntenance outages at the units which also applies to the number of incidents and
accidents. These also decreased in 2004.
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The effective dose to an individual in the cri-
tical group of one year of releases to the air
and water will be less than 0.1 mSv. From
2002, the values for C-14 releasesto the air
are also included, which explains the
increased value for 2002, compared with
2001. The releases from OKG is thus one-
hundr edth of the permissible value.

The nuclear power industry bears the entire responsibility for the financing of the
management of radioactive waste and the decommissioning of the nuclear facilities.
The financing is achieved by allocating a provision per generated kilowatt hour to a
Fund. Over the years, OKG has alocated SEK 12.5 billion including accrued interest
for this purpose, of which SEK 8.345 million remained in the Fund at year-end 2004.
Disbursements are made as the company incurs expenses for the management of spent
nuclear fuel and other nuclear waste. Every year, the company spends SEK 35-40
million on research and development. Including indirect measures via associated
companies, development work corresponds to more than SEK 100 million, primarily
in the areas of safety, testing and nuclear waste.

Human Resources

At December 31, 2004, the number of employees was 825 (837), see Note 18. The
employees participate in the Group’s profit-sharing program, where the actual
provision made is dependent on the performance of the Group as well as of OKG. For
2003, the total result was SEK 17.2 million (7.1).

In 2004, sick leave amounted to 3.1 %, which was the same as the previous year. The
discussion concerning the future of the Swedish nuclear plants threatens the future
supply of qualified personnel in the industry. To counteract this, the company is
actively participating, through external work, in stimulating the development of
training and research in nuclear technology. A new internal trainee program was
started at OKG in 2005 to attract new employees at the same time aswork on
management and human resource development continue through OKG’s own and
group programs.



Performance and Investments

According to a consortium agreement, the shareholders must reimburse the company
for the net cost of electricity supplied. Operating income increased compared with the
previous year, primarily as aresult of a somewhat higher quantity of energy supplied.
Other operating income primarily concerns the operation of CLAB (Central Interim
Storage Facility for Spent Nuclear Fuel), consultancy contracts and energy charges,
mainly from Svenska Kraftnét (the Swedish grid authority). The increase, compared
with 2003, primarily concerns the sale of uranium with the aim of reducing the
inventory. Total operating income amounted to SEK 3,407 million (3,210), of which
income for power sales comprised SEK 3,054 million (2,940). Operating expenses
increased due to increased generation. Depreciation according to plan increased due to
modernization work conducted mainly at Oskarshamn 1 and 2. Net financial items
decreased somewhat due to low interest rate levels. Profit after financial items
amounted to SEK 10.0 million (13.4) and, after appropriations and taxes, SEK 6.7
million (8.0).

Investment in plant amounted to SEK 300.6 million (335.6). The guiding principle for
investment activities is that investments should maintain or improve safety.
Investments in 2004 were dominated by continued modernization work at
Oskarshamn 2 and the power increase project at Oskarshamn 3.

Insurance

The company’ s responsibility, under the Nuclear Liability Act, in the event of a
nuclear accident, is covered by liability insurance. The facilities are insured against
fire and nuclear damage through material damage insurance. Furthermore, the turbine
plants are covered by insurance against machine failure. Business interruption
insurance is obtained, where applicable, by the individual shareholder in the company.

Financing

OKG’s external net borrowings are being reduced, as planned, by about SEK 750
million per year, ard replaced by funds from the shareholders. During the year, all
external loans were phased out in accordance with a specia board decision and
replaced by loans from shareholders. OKG is connected to Sydkraft AB’s group
account. The credit ceiling is SEK 400 million. The SEK 400 million credit ceiling
may be entirely utilized in the group account. At year-end 2004, the utilized amount
in the group account amounted to SEK 313 million (250). The net amount of interest-
bearing liabilities and assets amounted to SEK 6,780 million (7,242).

To cover the future expenses for the management of nuclear waste, shareholders in
OKG provide pro rata guarantees in relation to their stake in the company.

At year-end 2004, OKG'’ s equity-assets ratio was 27.0 % (26.4).



Financial Risk Management

OKG'sfinancial risks largely consist of counterparty and currency risks. The
company is actively working to identify and limit these. Risk management includes
the use of the various financial instruments available on the market.

OKG's exposure to currency risks arises through the purchase of nuclear fuel,
materials and services. According to OKG’s policy, at least 50 % of the estimated
exposure over the immediate twelve- month period is always hedged against currency
risk.

OKG’s counterparty risk arises in connection with forward contracts in foreign
currencies to cover the company’s exposure in foreign currencies. The counterparties
are exclusively Swedish banks. The company’ s risk consists of the possibility that the
counterparties cannot fulfill their obligations. The risk can be calculated as the cost of
replacing these forward contracts on market terms. At year-end, the risk was
estimated at SEK O million (5).

Outlook

In 2005, operations will focus completely on the continued development of safety at
the facilities and on maintaining the 2004 production level. In addition, work on the
modernization of Oskarshamn 2 as well as on the power increase at Oskarshamn 3
will increase. OKG can thereby continue to provide environmentally acceptable
electricity in a competitive manner to its customers and owners. However, the
business will continue to be obliged to bear the unique nuclear power production tax
of SEK 428 million per year. The tax distorts the competitive situation and cannot be
compensated for on the increasingly deregulated electricity market in Europe.
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Proposed Distribution of Profit

The Board of Directors proposes that the funds at the disposal of the
general meeting of shareholders, consisting of (SEK):

— retained earnings 822 068,01
— net profit for the year 6 684 616,73
Total SEK 7 506 684,74
be distributed asfollows:
— SEK 8.00 per share be paid to the shareholders 7 200 000,00
— the remaining amount carried forward 306 684,74
Total SEK 7 506 684,74
Income Statement
I ncome Statement (SEK million) Note 2004 2003
Electricity sales 1 3.053,7 2.940,2
Capatilized work for own account 299 31,3
Other opreating income 323,8 238,2
Total operatingincome 3.407,4 3.209,7
Operating expenses 2,18 23753  -2.1629
Depreciation of tangible assets 3
-679,0 -651,2
Total operating expenses -3.054,3 -2.814,1
Operating profit 353,1 395,6
Financial income 4 11,8 4,6
Financial expenses 4 -354,9 -386,8
Profit after financial items 10,0 134
Appropriations 5 -0,8 -1,5
Tax 6 -2,5 -3,9
Net profit for the year 6,7 8,0
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Balance Sheet

Assets (SEK million) Note Dec 31, Dec3l,
2004 2003
Fixed assets
Tangible fixed assets 7
Land and other real estate 68,9 68,6
Buildings 233,23 303,3
Plant and machinery 5.741,2 6.168,7
Equipment, tools, fixtures and fittings 74,8 69,8
Construction in progress and advance payment 227,C 114,2
6.345,2 6.724,6
Financial assets
Shares and participations in group companies 8 0,2 0,2
Receivables from group companies 2.475,7 2.539,6
Shares and participationsin associated companies 9 04 04
Receivables from associated companies 46,9 54,1
Other securities held as fixed assets 10 12,7 0,1
Other long-term receivables 2.002,C 2.044.1
4537,¢ 4.638,5
Total fixed assets 10.883,2 11.363,1
Current assets
Inventories 11 1.247,2 1.316,3
Current recievables
Advance payments 14,0 -
Accounts receivable — trade 91,6 75,7
Receivables from group companies 50,8 51,0
Receivables from associated companies 34 2,7
Other receivables 3,6 36,1
Prepaid expenses and accrued income 110,2 166,5
273,6 332,0
Cash and bank balances 04 0,2
Total current assets 1521,2 1.648,5
Total assets 12.404,4 13.011,6
Pledged assets None None
Contingent liabilities 19 64,0 68,1
Provisionsfor the future management of high- 17 8.288,€  7.455,9

level waste and spent nuclear fuel

12



Equity and liabilities (SEK million) Note Dec 31, Dec3l,
2004 2003
Equity 12
Restricted equity
Share capital (900,000 shares at SEK 100 per share) 90,0 90,0
Statutory reserve 20,0 20,0
Total restricted equity 110,C 110,0
Non-restricted equity
Profit brought forward 0,8 0,5
Net profit for the year 6,7 8,0
Total non-restricted equity 7,5 8,5
Total equity 117,5 118,5
Untaxed reserves 13
Tax allocation reserve 1999 - 2004 19,7 18,9
Accumulated accel erated depreciation 44758 4.583,6
Total untaxed reserves 44955 4.602,5
Provisions
Provisionsfor pensions 2,5 0,6
Other provisions 14 56,2 440
Total provisions 58,7 44,6
Liabilities
Interest-bearing liabilities 15
Bond loans - 100,2
Liabilities to credit institutions - 1.200,C
Liabilitiesto group companies 3.572,C 3.108,3
Other liagbilities 3.207,6 2.848,2
Total interest-bearing liabilities 6.779,€  7.256,7
Non interest-bearing liabilities 16
Accounts payable — trade 157,1 259,1
Liabilitiesto group companies 2,7 2,0
Liabilities to associated companies 15,7 20,7
Income tax liability 0,5 5,6
Other liagbilities 68,4 65,2
Accrued expenses and deferred income 708,7 636,7
Total non-interest-bearing liabilities 953,1 989,3
Total liabilities 7.732,7 8.246,0
Total equity and liabilities 12.404,4 13.011,6




Cash Flow Statement

Cash Flow Statement (SEK million) 2004 2003
Cash flow before changes in working capital

Profit after net financial items 10,0 13,4
Corporation tax -2,5 -3.9
Reversal of capital loss 0,8 0,2
Reversal of depreciation accourding to plan 679,C 651,2
Total cash flow before changesin working capital 687,4 660,9
Change in working capital

Operating receivables 438 73,0
Inventories 69,1 -99,9
Operating liabilities -22,1 -50,7
Cash flow from operating activities 778,2 583,3

Investing activities

Plant and shares -300,6 -335,6
Sale of plant and share - 0,2
Long-term receivables, net 100,5 -28,2
Total cash flow after investments 578,1 219,7

Financing activities

Net repayment/borrowing -462,4 -237,9
Dividend -7,7 -7,6
Net group contribution -107,8 259
Changein liquid funds 0,2 0,1
Liquid funds at the beginning of the year 0,2 0,1

Liquid funds at the end of the year 04 0,2




Five-year Summary

2004 2003 2002 2001 200C
Net electricity supplied
Oskarshamn 1 3536 3 058 0 3081 3 06C
Oskarshamn 2 4626 3 05t 4 50¢ 4 74€ 3 89¢
Oskarshamn 3 9319 7678 8 834 9 052 7 21¢
Total 17481 13791 13393 16881 14178
Percentage of electricity generation in Sweden (%) 12 10 9 11 10
Unit capability factor (%) 91 73 73 91 89
Supply capacity, GWh 17481 13791 13647 17193 16951
Extracts from the income statements (SEK million)
Electricity sales 3054 2 94C 2 45¢ 2 864 2744
Cost of nuclear fuel 390 267 273 383 40C
Expenses for the management of nuclear waste 147 116 113 159 133
Other production and administrative expenses

1787 1748 1 564 1 601 1 587
Depreciation according to plan 679 651 506 564 567
Net financial expenses -343 -382 -370 -370 -387
Net profit for the year 10 13 13 6 6
Extracts from the balance sheets (SEK million)
Tangible fixed assets 6 345 6 724 7 04C 6 901 7 24€
Inventories 1247 1 31€ 1 21€ 1221 1327
Current receivables 274 332 411 323 30¢
Adjusted equity 3354 3432 3412 3 20€ 3454
Provisions for the future expenses of low and intermediate level 56 44 41 33 29
waste etc.
I nterest-bearing liabilities, net 6 780 7 242 7 477 7 217 7 762
Balance sheet total 12404 13012 13291 12984 13850
Extracts from the cash flow statement (SEK million)
Investment in plant 301 336 647 307 388
Per sonnel
Average number of employees 825 837 882 928 1024
Salaries and remuneration (SEK million) 334 314 319 313 33t
Social security expenses (SEK million) 146 144 138 151 152
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