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Statement by the Executive Board and the Board of Directors

The Board of Directors and the Executive Board have today considered and approved the annual report of DONG
Naturgas A/S for 2010.

The annual report is prepared in accordance with International Financial Reporting Standards as adopted by the EU
and additional disclosure requirements of the Danish Financial Statements Act, see the Danish Statutory Order on
Adoption of IFRS.

In our opinion, the Consolidated Financial Statements and the Financial Statements give a true and fair view of the As-
sets, Liabilities and the financial position of the Group and the Company at 31 December 2010 and of the results of the
Group and the Company operations and cash flows for 2010.

In our opinion, Management’s Review includes a true and fair account of the development in the Group’s and the
Company’s operations and financial matters, the results for the year and the Group and Company financial position as

a whole and a description of the most significant risks and elements of uncertainty facing the Group and the Company.

We recommend that the annual report be approved at the Annual General Meeting.
Skaerbaek, 18 May 2011

Executive Board:

Kurt Bligaard Pedersen

President

Board of Directors:

Anders Eldrup Carsten Krogsgaard Thomsen Marianne Wiinholt

Chairman Deputy Chairman

Hanne Blume
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Independent auditor’s report

To the Shareholder of DONG Naturgas A/S

Report on the Consolidated Financial Statements and the Financial Statements

We have audited the Consolidated Financial Statements and the Financial Statements of DONG Naturgas A/S for 2010.
The Consolidated Financial Statements and the Financial Statements comprise Income Statement, Statement of Com-
prehensive Income, Assets, Liabilities, Statement of Changes in Equity, Cash Flow Statement and Notes for both the
Group and the Company. The Consolidated Financial Statements and the Financial Statements are prepared in accor-
dance with International Financial Reporting Standards as adopted by the EU and additional disclosure requirements
of the Danish Financial Statements Act. Management’s Review, which is not comprised by the audit, is prepared in ac-
cordance with the Danish Financial Statements Act.

Management’s Responsibility

Management is responsible for the preparation and fair presentation of the Consolidated Financial Statements and
the Financial Statements in accordance with International Financial Reporting Standards as adopted by the EU and ad-
ditional disclosure requirements of the Danish Financial Statements Act. This responsibility includes: designing, im-
plementing and maintaining internal control relevant to the preparation and fair presentation of Consolidated Finan-
cial Statements and Financial Statements that are free from material misstatement, whether due to fraud or error.
The responsibility also includes selecting and applying appropriate accounting policies, and making accounting esti-
mates that are reasonable in the circumstances. Furthermore, Management is responsible for preparing a Manage-
ment’s Review that includes a true and fair account in accordance with the Danish Financial Statements Act.

Auditor's Responsibility and Basis of Opinion

Our responsibility is to express an opinion on the Consolidated Financial Statements and the Financial Statements
based on our audit. We conducted our audit in accordance with Danish Auditing Standards. Those Standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether
the Consolidated Financial Statements and the Financial Statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the Consoli-
dated Financial Statements and the Financial Statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risk of material misstatement of the Consolidated Financial Statements and the Finan-
cial Statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal con-
trol relevant to the Company’s preparation and fair presentation of Consolidated Financial Statements and Financial
Statements 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. An audit also includes evaluating the
appropriateness of the accounting policies used and the reasonableness of accounting estimates made by Manage-
ment, as well as evaluating the overall presentation of the Consolidated Financial Statements and the Financial State-
ments.

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

Our audit has not resulted in any qualification.

Opinion

In our opinion, the Consolidated Financial Statements and the Financial Statements give a true and fair view of the As-
sets, Liabilities and the financial position of the Group and the Company at 31 December 2010 and of the results of the
Group and Company's operations and cash flows for 2010 in accordance with International Financial Reporting Stan-
dards as adopted by the EU and additional disclosure requirements of the Danish Financial Statements Act.
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Statement on Management’s Review

We have read Management’s Review in accordance with the Danish Financial Statements Act. We have not performed
any procedures additional to the audit performed of the Consolidated Financial Statements and the Financial State-
ments. On this basis, in our opinion, the information provided in Management’s Review is in accordance with the Con-
solidated Financial Statements and the Financial Statements.

Copenhagen, 18 May 2011

PricewaterhouseCoopers
Statsautoriseret Revisionsaktieselskab

Fin T. Nielsen Jesper Edelbo
State Authorised Public Accountant State Authorised Public Accountant
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Management's review

Activities

The DONG Naturgas Group is responsible for optimising and managing the risk exposure of the DONG Energy Group’s
entire energy portfolio. Pooling responsibility for these activities enables the DONG Energy Group to achieve synergies
for the benefit of both our customers and the Group. Optimisation and risk management are effected by trading in
energy with energy producers and wholesalers and via the European energy hubs and exchanges within the frame-
work of the DONG Energy Group’s policies.

The DONG Naturgas Group is DONG Energy's hub for trading in energy markets and buys and sells natural gas and
electricity as well as related products and services in Northern Europe. The DONG Naturgas Group also owns and op-
erates parts of DONG Energy’s natural gas infrastructure and is responsible for the Group’s portfolio of natural gas
purchase contracts. The DONG Naturgas Group also looks after DONG Energy’s risk management relating to energy
prices, including by engaging in financial transactions. In order to continuously participate in the market and gain in-
sight into price formation, the DONG Naturgas Group also engages in active position taking.

The DONG Naturgas Group has employees from more than 15 countries and is active in the markets in Denmark,
Germany, the Netherlands and the UK. The Group’s activities are mainly carried out outside Denmark.

The DONG Naturgas Group’s activities are predominantly placed in the Energy Markets business area in the DONG En-
ergy Group. A small proportion of the activities are placed in the Sales & Distribution business area.

Energy trading

Trading on energy hubs and exchanges is an important part of Energy Markets’ optimisation of the energy portfolio.
The reasons for the trading activities include balancing purchases and sales of gas and utilising short-term earnings
possibilities - such as selling gas when the hub market price is favourable. Energy Markets also trades in energy to
minimise and control the Group’s sensitivity to fluctuating energy prices.

DONG Energy is a significant player on the Nordic power exchange, Nord Pool, and is also active on a number of other
energy hubs and exchanges in Northern Europe. Trading is in both electricity, gas, oil, coal and CO,. Energy Markets is
involved in both physical and financial transactions and trades on both the spot and futures markets. Trading is based
on energy assets owned by both DONG Energy and the Group’s customers.

Gas purchase contracts

Energy Markets buys gas on behalf of the whole of DONG Energy. Gas purchases totalled 119.3 TWh in 2010, 70% of
which was purchased under a number of long-term gas purchase contracts with external partners and 22% from Ex-
ploration & Production. The remaining 8% came from short-term gas purchase contracts. With its diversified portfolio
of suppliers and contracts, Energy Markets maintains a high security of supply for DONG Energy and its customers
while at the same time providing the robustness to cope with fluctuating market conditions.

The gas purchased from the other business areas in DONG Energy primarily comes from the Norwegian Ormen Lange
field. Pooling equity gas with the rest of Energy Markets’ gas portfolio enhances the value of the output from each
field, partly via optimised use of the infrastructure. As Energy Markets at the same time has access to several markets,
the gas can be shipped to where demand is highest.

85% of externally procured gas came from contracts with the DUC partners A.P. Mgller-Maersk, Shell Olie- og Gasud-
vinding Danmark and Chevron Denmark. Supplies under these contracts come from the Danish sector of the North Sea
and are expected to diminish in the years ahead. These volumes will be replaced by gas, partly equity gas, and partly
gas from the Group’s other business partners, including Gazprom and Iberdrola (LNG). The proportion of equity gas is
expected to increase to 30% of the overall gas portfolio in the coming years.
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Gas from other business partners represented 15% of total external purchases in 2010.

The gas purchase contracts are flexible in terms of the volume of gas to be purchased by Energy Markets at different
times. This enables Energy Markets to vary its purchases in response to demand from its customers. Some contracts
are also flexible in terms of where in Europe Energy Markets wants the gas to be delivered to. It can thus be shipped
to the markets in which demand is the highest. This diversification and flexibility allows Energy Markets to enhance
the value of its overall gas portfolio.

To help offset the consequences of the continued relatively low market prices for gas, Energy Markets initiated rene-
gotiations with suppliers in 2010 to ensure that the price it pays reflects current market conditions.

Gas and electricity sales

The DONG Naturgas Group sells gas and electricity to customers in Denmark, Sweden, Germany, the Netherlands and
the UK. Gas sales totalled 118.5 TWh in 2010, equivalent to twice the annual consumption in Denmark. Electricity
sales totalled 10.4 TWh, equivalent to one third of annual consumption.

Energy Markets also sells gas to gas-fired power stations in Denmark and the UK. Besides internal sales, Energy Mar-
kets sells gas and electricity via sales subsidiaries in Germany, primarily in Northern Germany, where DONG Energy
has a considerable market share. Energy Markets also sells gas and electricity on short-term and long-term contracts
with business partners in Denmark and Europe.

Energy sales to the Dutch market are expected to rise in 2011 in the wake of the contract concluded with the Dutch
energy company De Nederlandse Energie Maatschappij. Besides strengthening the position in the Netherlands, this
contract will increase DONG Energy's opportunities to balance its energy positions on the Dutch market.

Using a variety of sales channels secures reliable gas sales while at the same time making the business robust.

Gas pipelines and storage facilities

Energy Markets takes care of the commercial activities relating to part of the Group’s gas infrastructure. The DONG
Naturgas Group thus owns a number of pipelines in the Danish sector of the North Sea and has leased capacity across
large parts of the European pipeline system, securing it access to most gas markets in Northern Europe. With this
pipeline access, Energy Markets can transport the gas to where demand is highest at any given time.

The DONG Naturgas Group also has access to a number of gas storage facilities in Denmark and Germany, where En-
ergy Markets is co-owner or has capacity on long-term or short-term lease. Besides higher security of supply, these
storage facilities provide flexibility, for example by enabling Energy Markets to use gas from storage facilities rather
than buying it on the market during periods when the price is high.

The German Peckensen storage facility became operational in October 2010. DONG Energy has leased capacity of just
under 1.0 TWh until 2018. A further German storage facility, Etzel, is expected to become operational in November
2011. DONG Energy owns 33% of this storage facility, equivalent to a capacity of 2.0 TWh. Contracts on long-term
leasing or purchase of storage capacity totalling 6.7 TWh have been entered into in Germany.

The DONG Naturgas Group also owns 5% of the Dutch Gate LNG terminal in Rotterdam. The terminal can receive LNG
from special carriers and convert it to gas for delivery into the European pipeline system. Energy Markets has secured
annual terminal capacity of 24.3 TWh until 2014 and 36.5 TWh from 2015. The terminal is scheduled to become op-
erational at the end of 2011.

Gas-fired power stations

The gas-fired Severn power station in the UK, which was built by DONG Energy, began commercial operation in No-
vember 2010. The Dutch gas-fired Enecogen power station, which is owned jointly with the local energy company
Eneco, is expected to come on stream at the end of 2011.
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Gas-fired power stations present Energy Markets with new opportunities for optimising its gas and electricity portfo-
lio. If demand for electricity is high, Energy Markets can convert gas to electricity at the power stations. If, on the
other hand, demand for gas is high, Energy Markets can sell the gas directly on the market.

Energy Markets will also be selling electricity generated by DONG Energy’s UK wind farms as these come on stream.
Pooling sales of electricity generation from both wind turbines and gas-fired power stations enables Energy Markets
to achieve a number of synergies and economies of scale.

Focus areas in 2011

In 2011, the focus will be on two new activities, in particular. LNG trading will be introduced via DONG Energy’s 5%
stake in the Dutch Gate LNG terminal in Rotterdam. In addition, the Dutch gas-fired Enecogen power station is ex-
pected to begin operation at the end of the year.

Risk management

DONG Naturgas’ activities, financial position, results and future growth are affected by a number of non-financial and
financial commercial risks. DONG Naturgas therefore regularly reviews its risk profile and the associated risk policies
to ensure that there is always an appropriate balance between the risk exposure and its activities.

Formalised risk management is divided into management of general commercial risks, management of financial risks,
and management of insurable risks. Commercial risks are defined as events that may with a certain probability ad-
versely impact on the realisation of financial results or strategy. The management of the commercial risks is anchored
in the individual segments in the DONG Energy Group and consolidated at corporate level through the close monitor-
ing of the 20 largest risks. The identified commercial risks cover a wide range of risks, including market, physical safety
and environmental scenarios. The main commercial risks are described below.

In addition to these risks, DONG Naturgas is or may become involved in litigation or arbitration proceedings the out-
come of which may impact on its financial position.

Retention and development of skills
DONG Naturgas A/S’s business is generally highly complex, requiring special skills. Coupled with the growing demand
for talent, this increases the challenge of attracting and retaining employees.

DONG Naturgas places much emphasis on making the company an attractive workplace, and various initiatives have
been put in motion to this end. These include management development, skills development, performance systems,
nurturing talent, and collaboration with educational institutions.

Liquidity and financing risks

The DONG Naturgas Group’s liquidity and financing risks are managed centrally in accordance with principles and
delegated authorities laid down by the Board of Directors of DONG Energy A/S. One of the main financial manage-
ment tasks in the DONG Energy Group is to secure sufficient and flexible financial resources in relation to the day-to-
day operations and the DONG Energy Group’s investment programme. To this end, internal management objectives
have been established for the required level of financial resources, taking into account primarily factors such as in-
vestment programme, cash flows from operations and debt maturity profile.

It is the DONG Energy Group's financing policy to concentrate loans in the parent company in order to optimise the
loan portfolio on a consolidated basis.

Insurable risks

DONG Energy has an extensive all risks facilities and liability insurance programme, while the scope of consequential
loss insurance is very limited. To this should be added the fact that separate insurance is taken out for some large con-
struction projects. The all risks facilities insurance largely relates to the membership of the reinsurance company QOil
Insurance Ltd. Through this membership assets up to USD 250 million are insured, with an excess of USD 10 million.
With a view to achieving adequate cover for a number of large assets, this cover has been supplemented by a number
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of supplementary insurances through Lloyd’s of London and others. As part of the optimisation of its insurance port-
folio, the DONG Energy Group has established a captive, DONG Insurance A/S, that is authorised to carry on insurance
business and is subject to supervision by the Danish Financial Supervisory Authority. DONG Insurance A/S has been
used in relation to providing insurance coverage for all risks facilities and certain construction projects.

For further details of risk management in DONG Naturgas A/S, see note 30.

Corporate responsibility
DONG Naturgas A/S is part of the DONG Energy Group, and reference is consequently made to the DONG Energy
Group’s 2010 annual report, which includes the Group’s statutory corporate responsibility statement.

Information on DONG Energy's performance in 2010 and forward-looking deliberations and challenges relating to re-
sponsibility can be found in the responsibility section of DONG Energy's website
(http://www.dongenergy.com/en/responsibility/reporting_and_commitments/pages/reports.aspx).

The website includes further information on DONG Energy's environmental performance and the audited reporting to
the Global Reporting Initiative.

Financial results for 2010

Volumes

Gas sales (including sales to own power stations) were up 16% at 118.5 TWh from 102.4 TWh in 2009. Sales benefited
from the cold weather in 2010, which led to higher sales in Denmark, among other countries, including to own power
stations, and to German Stadtwerke. Furthermore, hub sales were significantly higher than in 2009. Electricity sales
were 10.4 TWh, 3% down on 2009. Electricity generation from the gas-fired Severn power station in the UK was 0.9
TWh in 2010. The power station was commissioned in October and began generating electricity commercially in No-
vember and December.

Financial performance and investments / capital expenditure

Revenue was up DKK 3.6 billion in 2010, at DKK 31.8 billion, reflecting higher volumes sold. Average gas sales prices
were slightly lower than in 2009, as sales in the first quarter of 2009, in particular, were made at prices that were sig-
nificantly higher than the gas hub prices. This was a result of forward gas sales in 2008 (for delivery in 2009) at high
prices from before the financial crisis.

EBITDA was up DKK 1.2 billion at DKK 3.2 billion in 2010, predominantly as a result of the time lag effect having a large
negative impact on profit in 2009 (more costly gas purchases in 2009 due to high oil prices in 2008) that was not re-
peated in 2010. Furthermore, price hedging, especially oil, contributed DKK 1.4 billion in 2010 compared with DKK 0.7
billion in 2009, partly reflecting market value adjustments of contracts that hedge the price of positions after 2010.
Rising electricity prices, on the other hand, led to a negative market value adjustment of electricity positions. EBIT
was up DKK 1.1 billion in 2010, at DKK 2.6 billion, reflecting the increase in EBITDA.

Gross investments were DKK 0.5 billion, in line with 2009, and related mainly to infrastructure activities in Germany
and a new trading system.

Profit for the year is considered to be satisfactory, matching expectations.
Environment
EU ETS CO, emissions were significantly higher than in 2009 due to the start-up of production at the Severn power sta-

tion at the end of 2010. The remaining CO2 emissions were due to flaring at the gas treatment plant at Nybro, and
were less than in 2009.
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Future outlook

For the DONG Naturgas Group, there are a number of factors that mean that EBITDA is expected to be significantly
lower in 2011 than in 2010, all other things being equal. Relative gas purchase prices are expected to be up on 2010,
as the volumes available under purchase contracts with the DUC consortium are expected to decline. On the sales
side, some of the oil-indexed contracts expired in 2010. This will reduce the DONG Naturgas Group’s earnings in 2011
and increase its exposure to the spread between oil and gas prices. Lastly, the DONG Naturgas Group’s EBITDA in 2010
benefited from market value adjustment of price hedging contracts that is not expected to be repeated in 2011.

Events after the reporting period

No events have occurred after the end of the financial year that will materially change the company’s financial stand-
ing.
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Financial highlights for the DONG Naturgas Group

DKK million 2010 2009 2008 2007 2006
Income statement

Revenue 32,775.7 28,893.2 38,887.8 21,325.2 22,739.8
Profit before interest, tax, depreciation and amor-

tisation (EBITDA) 3,386.0 2,216.7 5,462.8 1,656.1 3,455.4
Operating profit (EBIT) 2,801.0 1,664.8 5,040.4 1,270.9 2,947.6
Net finance costs (38.9) (58.7) (161.8) 30.4 60.9
Profit before tax 2,800.9 1,636.4 4,756.2 1,285.1 2,794.8
Profit for the year 2,132.4 1,233.6 3,421.2 1,055.6 1,947.8
Balance sheet

Equity 7,429.3 6,933.8 9,416.6 6,553.3 7,449.9
Balance sheet total 31,781.0 30,766.6 40,098.6 21,729.5 25,843.8
Cash flows

Operating activities 4,517.6 4,317.0 (51.9) 1,611.8 2,608.1
Investments in property, plant and equipment (24.9) (139.2) (160.5) (9.0) (24.0)
Investing activities (1,923.2) (280.5) (137.7) 894.3 (132.2)
Financing activities (1,684.5) (3,288.5) (1,351.8) (2,282.8) (2,095.2)
Financial ratios

EBITDA margin 10% 8% 14% 8% 15%
EBIT margin 9% 6% 13% 6% 13%
Free cash flows to equity (with acquisitions) 2,594.4 4,036.5 (189.6) 2,506.1 2,475.9
Free cash flows to equity (without acquisitions) 2,625.8 4,163.1 (177.5) 2,532.2 2,470.7
Net interest-bearing debt (2,893.3) 298.9 990.5 (550.1) (929.0)
Invested capital 4,536.0 7,232.7 10,407.2 6,188.9 6,422.9
Financial gearing (0.39) 0.04 0.11 (0.08) (0.13)
Number of employees 455 457 429 356 375

The financial ratios have been determined in accordance with the Danish Society of Financial Analysts’ 'Recommenda-
tions & Financial Ratios 2010', and International Financial Reporting Standards as adopted by the EU, see the section

on accounting policies on page 83.

Page 13/85




DONG Naturgas A/S — Annual Report 2010

Consolidated income statement for the year ended 31 December

DKK million

Revenue
Production costs

Gross profit

Sales and marketing
Management and administration
Other operating income and expenses

Operating profit (EBIT)

Share of profit after tax of associates
Financial income
Financial expenses

Profit before tax

Income tax expense

Profit for the year

Attributable to:

Equity holders of DONG Naturgas A/S
Non-controlling interests

Earnings (EPS) and diluted earnings (DEPS) per DKK 1,000 share,
in whole DKK

Note 2010 2009
3,4 32,775.7 28,893.2
5,6,7 (29,180.1) (26,516.8)

3,595.6 2,376.4

5,7,8 (240.8) (243.7)
5,7,8 (547.8) (468.7)
9 (6.0) 0.8
2,801.0 1,664.8

16 38.8 30.3
10 505.4 815.0
11 (544.3) (873.7)
2,800.9 1,636.4

12 (668.5) (402.8)
2,132.4 1,233.6

2,124.8 1,231.4

7.6 2.2

2,132.4 1,233.6

13 2,083 1,207
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Consolidated statement of comprehensive income

for the year ended 31 December

DKK million
Profit for the year

Value adjustments of hedging instruments:

Value adjustments for the year

Value adjustments transferred to revenue

Value adjustments transferred to production costs

Foreign exchange adjustments:
Foreign exchange adjustments, foreign companies

Other adjustments:
Tax on value adjustments of hedging instruments
Other adjustments

Other comprehensive income

Total comprehensive income

Total comprehensive income for the year is attributable to:

Equity holders of DONG Naturgas A/S
Non-controlling interests

Total comprehensive income

Note

2010 2009
2,132.4 1,233.6
(1,227.7) (259.0)
764.5 93.1

126.8 (192.0)
16.7 3.6
84.1 89.5
(15.8) (1.8)
(251.4) (266.6)
1,881.0 967.0
1,874.8 966.0
6.2 1.0
1,881.0 967.0
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Consolidated balance sheet at 31 December

DKK million

Assets

Goodwill

Rights

Completed development projects
In-process development projects

Intangible assets

Land and buildings

Production assets

Fixtures and fittings, tools and equipment
Property, plant and equipment under construction
Property, plant and equipment
Investments in associates

Other equity investments

Deferred tax assets

Receivables

Other non-current assets

Non-current assets

Inventories

Receivables

Income tax receivable

Cash and cash equivalents

Current assets

Assets

Note

14

15

16
16
20
18

17
18
24
29

2010 2009
369.7 381.5
1,250.6 1,397.0
179.9 9.2
11.5 109.8
1,811.7 1,897.5
2.1 2.1
2,288.1 2,642.4
9.9 10.5

14.7 132.8
2,314.8 2,787.8
172.9 165.6
77.6 60.3

0.5 0.0

17.1 72.6
268.1 298.5
4,394.6 4,983.8
1,373.4 1,036.9
24,8435 23,193.5
12.7 5.0
1,156.8 1,547.4
27,386.4 25,782.8
31,781.0 30,766.6
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Consolidated balance sheet at 31 December

DKK million

Equity and liabilities

Share capital
Hedging reserve
Translation reserve
Retained earnings
Proposed dividends

Equity attributable to the equity holders of DONG Naturgas A/S

Non-controlling interests
Equity

Deferred tax

Provisions

Payables to group enterprises
Other payables

Non-current liabilities

Provisions
Bank loans
Other payables
Income tax

Current liabilities
Liabilities

Equity and liabilities

Notes without reference

Contingent liabilities and other liabilities
Related party transactions

Description of accounting policies
Group structure

Note

19

20
21
22
23

21
22,29
23
24

30-32
33
34
35
36

2010 2009
1,020.0 1,020.0
2.7 255.0
11.3 (5.4)
4,298.2 4,371.9
2,065.0 1,258.0
7,397.2 6,899.5
321 34.3
7,429.3 6,933.8
746.1 848.5
1,779.7 819.7
425.0 590.0
0.0 29.0
2,950.8 2,287.2
113.0 23.4
173.7 1,608.1
20,454.9 19,696.0
659.3 218.1
21,400.9 21,545.6
24,351.7 23,832.8
31,781.0 30,766.6
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Consolidated statement of changes in equity for the year ended 31 December

Equity

attribut-

able to

equity Non-

Transla- holders control-
Share Hedging tionre- Retained Proposed of DONG ling in-

DKK million capital reserve serve earnings dividends Naturgas terests Total
Equity at 1 January
2009 1,020.0 5234 (9.0) 4,399.4 3,479.0 9,412.8 3.8 9,416.6
Comprehensive in-
come for the year,
see page 14 0.0 (268.4) 3.6 1,230.8 0.0 966.0 1.0 967.0
Proposed dividends 0.0 0.0 0.0 (1,258.0) 1,258.0 0.0 0.0 0.0
Dividends paid 0.0 0.0 0.0 0.0 (3,479.0) (3,479.0) 0.0 (3,479.0)
Addition on acquisi-
tion of enterprises 0.0 0.0 0.0 (0.3) 0.0 (0.3) 29.5 29.2
Total changes in
equity in 2009 0.0 (268.4) 3.6 (27.5) (2,221.0) (2,513.3) 30.5 (2,482.8)
Equity at 31 Decem-
ber 2009 1,020.0 255.0 (5.4) 4,371.9 1,258.0 6,899.5 34.3 6,933.8
Equity at 1 January
2010 1,020.0 255.0 (5.4) 4,371.9 1,258.0 6,899.5 34.3 6,933.8
Comprehensive in-
come for the year,
see page 14 0.0 (252.3) 16.7 2,110.4 0.0 1,874.8 6.2 1,881.0
Proposed dividends 0.0 0.0 0.0 (2,065.0) 2,065.0 0.0 0.0 0.0
Dividends paid 0.0 0.0 0.0 0.0 (1,258.0) (1,258.0) 0.0 (1,258.0)
Disposal on acquisi-
tion of non-controlling
interests 0.0 0.0 0.0 (119.1) 0.0 (119.1) (8.4) (127.5)
Total changes in
equity in 2010 0.0 (252.3) 16.7 (73.7) 807.0 497.7 (2.2) 495.5
Equity at 31 Decem-
ber 2010 1,020.0 2.7 11.3  4,298.2 2,065.0 7,397.2 321 7,429.3
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Consolidated cash flow statement for the year ended 31 December

DKK million

Cash flows from operations (operating activities)
Interest income and similar items

Interest expense and similar items

Income tax paid

Cash flows from operating activities

Acquisition of intangible assets

Sale of intangible assets

Acquisition of property, plant and equipment

Sale of property, plant and equipment

Acquisition of enterprises

Financial transactions with group enterprises
Financial transactions with associates

Acquisition of other equity investments and securities
Other investments

Dividends received

Cash flows from investing activities

Instalments on loans

Increase in loans

Transactions with non-controlling interests

Dividends paid to shareholders in the parent company
Dividends paid to non-controlling minority interests

Cash flows from financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January
Foreign exchange adjustment of cash and cash equivalents

Cash and cash equivalents at 31 December

Note

25

26

29

28

29

2010 2009
4,805.0 5,000.6
510.5 572.1
(543.4) (602.8)
(254.5) (652.9)
4,517.6 4,317.0
(96.0) (99.1)
0.0 0.4
(24.9) (139.2)
129.1 46.2
0.0 (91.9)
(1,955.1) 11.1
0.0 (12.3)
(17.2) (16.2)
335 13.1

7.4 7.4
(1,923.2) (280.5)
(297.2) 0.0
0.0 178.0
(127.4) 0.0
(1,258.0) (3,479.0)
(1.9) (1.9)
(1,684.5) (3,302.9)
909.9 733.6
(60.7) (794.8)
4.4 0.5
853.6 (60.7)
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Parent company income statement for the year ended 31 December

DKK million

Revenue
Production costs

Gross profit

Sales and marketing
Management and administration
Other operating income and expenses

Operating profit (EBIT)

Financial income
Financial expenses

Profit before tax

Income tax expense

Profit for the year

Proposal for distribution of profit

The Board of Directors proposes that the profit for the year, DKK 2,065.1 million, be

distributed as follows:

Dividends
Retained earnings

Note

5,6,7

57,8
57,8

10
11

12

2010 2009
32,079.3 28,136.3
(28,782.4)  (25,942.9)
3,296.9 2,193.4

(88.8) (77.0)
(477.4) (424.5)
(6.0) 0.8
2,724.7 1,692.7
550.8 858.4
(571.2) (897.1)
2,704.1 1,654.0
(639.0) (395.7)
2,065.1 1,258.3
2,065.0 1,258.0
0.1 0.3
2,065.1 1,258.3
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Parent company statement of comprehensive income
for the year ended 31 December

DKK million Note 2010 2009

Profit for the year 2,065.1 1,258.3

Value adjustments of hedging instruments:
Value adjustments for the year (1,431.1) (379.9)
Value adjustments transferred to revenue 1,018.3 93,.1

Other adjustments:

Tax on value adjustments of hedging instruments 103.2 71.7
Other comprehensive income (309.6) (215.1)
Total comprehensive income 1,755.5 1,043.2

Total comprehensive income for the year is attributable to:

Equity holders of DONG Naturgas A/S 1,755.5 1,043.2

Total comprehensive income 1,755.5 1,043.2
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Parent company balance sheet at 31 December

DKK million

Assets

Rights

Completed development projects
In-process development projects
Intangible assets

Land and buildings

Production assets

Fixtures and fittings, tools and equipment
Property, plant and equipment under construction
Property, plant and equipment
Investments in subsidiaries

Investments in associates

Receivables

Other non-current assets

Non-current assets

Inventories

Receivables

Cash and cash equivalents

Current assets

Assets

Note

14

15

16
16
18

17
18
29

2010 2009
1,186.6 1,320.0
179.6 9.2
11.5 109.8
1,377.7 1,439.0
2.1 2.1
2,260.3 2,615.4
0.4 11
14.7 132.7
2,277.5 2,751.3
1,012.3 897.7
161.4 161.4
0.0 50.0
1,173.7 1,109.1
4,828.9 5,299.4
1,371.3 1,035.1
23,470.6 22,3435
654.3 116.9
25,496.2 23,495.5
30,325.1 28,794.9
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Parent company balance sheet at 31 December

DKK million

Equity and liabilities

Share capital
Hedging reserve
Retained earnings
Proposed dividends

Equity

Deferred tax

Provisions

Payables to group enterprises
Other non-current liabilities
Non-current liabilities
Provisions

Bank loans

Other payables

Income tax

Current liabilities

Liabilities

Equity and liabilities

Notes without reference

Contingent liabilities and other liabilities

Related party transactions

Description of accounting policies

Group structure

Note

19

20
21
22
23

21
22,29
23
24

30-32
33
34
35
36

2010 2009
1,020.0 1,020.0
62.4 372.0
4,565.6 4,565.5
2,065.0 1,258.0
7,713.0 7,215.5
697.0 828.4
1,727.6 782.8
595.6 611.5
0.0 29.0
3,020.2 2,251.7
96.9 0
0.0 1,593.5
18,856.4 17,528.9
638.6 205.3
19,591.9 19,327.7
22,612.1 21,579.4
30,325.1 28,794.9
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Parent company statement of changes in equity for the year ended 31 December

DKK million

Equity at 1 January 2009

Comprehensive income for the year,
see page 20

Proposed dividends

Dividends paid

Total changes in equity in 2009

Equity at 31 December 2009

Equity at 1 January 2010

Comprehensive income for the year,
see page 20

Proposed dividends

Dividends paid

Total changes in equity in 2010

Equity at 31 December 2010

Share Hedging Retained Proposed
capital reserve earnings dividends Total
1,020.0 587.1 4,565.2 3,479.0 9,651.3
0.0 (215.1) 1,258.3 0.0 1,043.2
0.0 0.0 (1,258.0) 1,258.0 0.0
0.0 0.0 0.0 (3,479.0) (3,479.0)
0.0 (215.1) 0.3 (2,221.0) (2,435.8)
1,020.0 372.0 4,565.5 1,258.0 7,215.5
1,020.0 372.0 4,565.5 1,258.0 7,215.5
0.0 (309.6) 2,065.1 0.0 1,755.5
0.0 0.0 (2,065.0) 2,065.0 0.0
0.0 0.0 0.0 (1,258.0) (1,258.0)
0.0 (309.6) 0.1 807.0 497.5
1,020.0 62.4 4,565.6 2,065.0 7,713.0

Page 24/85



DONG Naturgas A/S — Annual Report 2010

Parent company cash flow statement for the year ended 31 December

DKK million

Cash flows from operations (operating activities)

Interest income and similar items
Interest expense and similar items
Income tax paid

Cash flows from operating activities

Acquisition of intangible assets

Sale of intangible assets

Acquisition of property, plant and equipment
Sale of property, plant and equipment
Acquisition of enterprises

Financial transactions with group enterprises
Other investments

Dividends received

Cash flows from investing activities

Instalments on loans
Increase in loans

Dividends paid to shareholders in the parent company

Cash flows from financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Note

25

26

16

29

2010 2009
6,055.2 4,293.5
506.3 550.0
(568.8) (651.3)
(233.9) (639.6)
5,758.8 3,552.6
(95.8) (77.5)
0.0 0.0
(20.5) (138.3)
129.1 46.2
(127.4) (211.0)
(2,262.8) 227.8
15.5 (5.6)
27.4 30.2
(2,334.5) (128.2)
(164.9) 0.0
0.0 192.2
(1,258.0) (3,479.0)
(1,422.9) (3,286.8)
2.001.4 137.6
(1,476.6) (1,614.2)
524.8 (1,476.6)
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Note 1. Basis of accounting

In general

DONG Naturgas A/S is a public limited company with its registered office in Denmark. The annual report for the period
1 January - 31 December 2010 comprises the consolidated financial statements of DONG Naturgas A/S and its subsidi-
aries (the Group) as well as the financial statements of the parent company DONG Naturgas A/S.

The annual report is prepared in accordance with International Financial Reporting Standards as adopted by the EU
and additional disclosure requirements in the Danish Financial Statements Act for class C (large) enterprises, see the
Danish Statutory Order on Adoption of IFRS. In addition, the annual report has been prepared in compliance with In-
ternational Financial Reporting Standards (IFRS) issued by the IASB.

The annual report is presented in Danish kroner (DKK).

The annual report has been prepared on the historical cost basis except that derivative financial instruments, financial
instruments and CO, emissions allowances held for trading and financial instruments classified as available-for-sale
are measured at fair value.

Non-current assets and disposal groups classified as held for sale are stated at the lower of carrying amount before
the reclassification and fair value less costs to sell.

The accounting policies described in note 34 have been applied consistently to the financial year and the comparative
figures.

Implementation of new standards and interpretations

In 2010, DONG Naturgas A/S implemented the following standards (IASs and IFRSs) and interpretations (IFRICs), which
are relevant to DONG Naturgas A/S and have effect for reporting periods beginning on or after 1 January 2010: Re-
vised IFRS 3 Business Combinations, Amendment to IAS 27 Consolidated and Separate Financial Statements, Amend-
ments to IAS 39 Financial Instruments: Recognition and Measurement: Eligible Hedge Items, Amendment to IFRIC 9
and IAS 39 Embedded Derivatives, IFRIC 17 Distributions of Non-Cash Assets to Owners, Parts of Improvements to
IFRSs May 2008 with an effective date of 1 July 2009, Improvements to IFRSs April 2009.

Of the new standards and interpretations, only 1AS 27 affects recognition and measurement, and it did not have any
effect on the annual report for 2010. The new interpretations have not affected recognition and measurement. The
accounting policies are consequently the same as those applied last year.

New International Financial Reporting Standards and IFRIC Interpretations

The IASB has issued the following new or amended standards (IASs and IFRSs) and interpretations (IFRICs) that have
been adopted by the EU but have not yet become effective and are consequently not mandatory in connection with
the presentation of DONG Naturgas A/S’s annual report for 2010: Revised IAS 24 Related Party Disclosures, Amend-
ment to IAS 32 Classification of Rights Issues, Amendment to IFRIC 14 Prepayments of a Minimum Funding Require-
ment, IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments, Improvements to IFRSs May 2010.

None of the new or amended standards and interpretations is expected to have a material effect on DONG Naturgas
A/S’s financial reporting.

The IASB has also issued the following new or amended standards and interpretations of relevance to DONG Naturgas
A/S that have yet to be adopted by the EU: Amendments to IAS 12 Deferred Tax: Recovery of Underlying Assets,

Amendments to IFRS 7 Financial Instruments: Disclosures, IFRS 9 Financial Instruments.

DONG Naturgas A/S expects to implement the accounting standards and interpretations referred to above from their
mandatory effective dates.
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Note 2. Accounting estimates and judgements

In the process of preparing the consolidated financial statements, management makes a number of estimates and
judgements that affect the reported amounts of assets and liabilities at the balance sheet date, the reported amounts
of income and expenses in the reporting period and disclosures on contingent assets and contingent liabilities at the
balance sheet date.

Estimates and assumptions made are based on historical experience and other factors that are believed by manage-
ment to be reasonable under the circumstances, but that, by their nature, are uncertain and unpredictable. The effect
of such judgements and assumptions can potentially lead to results that differ significantly from those that would re-
sult from the use of other judgements and assumptions. The Group’s special risks are referred to in the chapter on risk
management on pages 11-12 of management’s review and in note 31.

The areas in which estimates and judgements can have the most significant effect on the financial statements are de-
scribed in the following.

Impairment testing of assets

The energy industry is capital-intensive and requires major, long-term capital expenditure and liabilities, the values of
which are sensitive to changes in commodity prices, exchange rates and the interest rate development, see note 31.
Accordingly, the company’s estimates and judgements relating to impairment of assets are critical to the investors’
understanding of the company’s operating results.

Amortisable and depreciable intangible assets and property, plant and equipment

Depreciable property, plant and equipment and amortisable intangible assets are tested for impairment in conformity
with IAS 36 if events or changed conditions (triggering events) indicate that the asset’s carrying amount may not be
recoverable, i.e. if the carrying amount exceeds the sum of discounted cash flows that can be expected to arise on use
of the asset (value in use) and the carrying amount at the same time exceeds the fair value less disposal costs. Such
triggering events may include long-term changes in the market price of natural gas, changes in the weighted average
cost of capital or reductions in estimated reserves. If such a judgement indicates a possible impairment, and neither
quoted market prices in active markets nor prices of similar assets are available, discounted cash flows are used to
measure the fair value in order to determine whether the value of the assets is impaired.

In 2010, the DONG Naturgas Group did not recognise any impairment losses on intangible assets or property, plant
and equipment as a result of triggering events. Reference is made to notes 14 and 15.

The assumptions and criteria applied to determine the assets' recoverable amounts constitute management's best es-
timates and assumptions based on the available information such as market prices, levels of fixed costs, revenue
growth rates and reserve estimates, which, however, by their nature, are subject to uncertainty. If assumptions or
circumstances change in future, the accounting treatment of such items may consequently result in different
amounts.

Recoverable amounts and depreciation profile for production assets

The determination of recoverable amounts for production assets is based on assumptions about future earnings, en-
ergy prices, prices of CO, emissions allowances, interest rate levels, future market conditions etc., each of which is
subject to uncertainty. As stated in note 33, the depreciation profile for a number of production assets has been de-
termined using the unit-of-production method based on the ratio of current production to estimated proven reserves
or based on the expected earnings profile. The future expected applications and recoverable amounts may subse-
quently prove not to be realisable, which may require useful lives and recoverable amounts to be reviewed in future,
and may result in a need for the recognition of impairment losses or the charging of a loss on disposal of the assets.
The depreciation profile is therefore subject to the same uncertainties as apply to the determination of the recover-
able amounts for the assets. Management carries out regular reviews for indicators of impairment of the assets.

The accounting estimate related to the useful life of the company’s right in respect of the Nogat platform connection
has been reassessed so that it follows the expected production lives of the company’s other natural gas transportation
and treatment assets. The change in the accounting estimate has led to a DKK 32.6 million increase in depreciation in
2010. It is estimated that the changes in the accounting estimate will result in depreciation being on a par with the

Page 27/85



DONG Naturgas A/S — Annual Report 2010

current year for the next five years. Using the previously applied estimates, depreciation would have been approx.
DKK 163 million lower. It is estimated that the depreciation level will be significantly lower from 2016 as a result of
significantly reduced production.

Determination of gas reserves

The assessment of underground gas reserves is carried out in collaboration with suppliers. The assessment of reserves
is a complex process involving various parameters such as analysis of geological data, commercial aspects etc., each of
which is subject to uncertainty. The assessment is relevant to the determination of the recoverable amount and de-
preciation profile for production assets.

Provisions for decommissioning obligations

The DONG Naturgas Group has significant decommissioning obligations. The estimates of the Group’s decommission-
ing obligations are updated on a regular basis, and the provisions amounted to DKK 281.3 million at 31 December
2010 (31 December 2009: DKK 214.7 million), see note 21.

These provisions comprise expected costs relating to the assets at the end of their useful lives, including decommis-
sioning of production facilities and technical installations and restoration of drilling sites and other installations in ac-
cordance with current legislation. Such obligations comprise natural gas pipelines and associated infrastructure. Provi-
sions for decommissioning obligations are measured at the present value of the future restoration and decommission-
ing obligation estimated at the balance sheet date. Certain assumptions and estimates are applied in the calculation of
the present value of the decommissioning obligations that depend on any changes in the underlying data, the future
date on which the corresponding costs will be incurred, and official requirements. The expected decommissioning and
restoration costs are based either on examinations carried out by external experts, or internal estimates prepared by
the company on the basis of current requirements. The size of provisions is calculated on the basis of current re-
quirements and estimated costs, which are discounted to present value. If we judge that a provision is subject to spe-
cific risks, we recognise a risk premium in the estimated decommissioning and restoration costs. The discount rate ap-
plied reflects the general risk-free interest rate level in the given market.

Investments in associates, other equity investments and other non-current investments

Investments in associates, other equity investments and other non-current investments are tested for impairment if
there are any indications of impairment. Such indications include assessment of regulatory, financial and technological
factors and general market conditions. The assets are written down if the carrying amount exceeds the recoverable
amount. The recoverable amount is the higher of the value in use and the fair value less disposal costs. Reference is
made to note 16.

Write-downs and valuation of receivables

Write-downs are made for bad and doubtful debts on the basis of individual assessment of each receivable. The esti-
mates are subject to considerable uncertainty, as they are based on an estimation of the right to collect the receivable
and an assessment of the counterparty's ability to pay. Reference is made to note 18 on trade receivables. Trade re-
ceivables were written down by DKK 48.3 million on 31 December 2010 (2009: DKK 51.1 million).

Accounting treatment of derivative financial instruments and commodity contracts

The DONG Naturgas Group hedges commaodity and currency risks. These hedging transactions predominantly relate to
future income from the sale of oil and natural gas. Changes in the fair value of the derivative financial instruments
that, according to the provisions in IAS 39, qualify for recognition as hedges of future cash flows, are recognised at fair
value directly in equity (with market value adjustment) until the hedged transaction, e.g. the sale, is recognised in the
income statement. The purpose of managing financial and commodity risks is to limit the risk of significant fluctua-
tions in earnings and cash flows from the underlying operations. Through internal policies and guidelines, efforts are
made to ensure that derivative financial instruments used to manage risks are only used to hedge booked, agreed or
planned underlying transactions rather than for own trading. Own trading is limited to commodity derivatives and is
undertaken in specific markets within a defined framework to limit any significant impact from the trading activities
on earnings. Open positions from operating activities and activities in connection with hedging of own trading are re-
ported and monitored on an ongoing basis.

Furthermore, contracts to which the Group is a party are reviewed to identify any features that correspond to deriva-
tive financial instruments in order to determine whether separate recognition and measurement of an embedded fi-
nancial instrument are required under IFRS. The Group’s natural gas sourcing and sales contracts include price formu-
las that are indexed to various commodity prices. Based on a review of these and other contracts, including the eco-
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nomic relationships between relevant commodity prices and contractual indices, it has been established that there are
no embedded financial instruments requiring separate recognition and measurement under IFRS.

Onerous contracts

In the course of the Group’s operations, a number of commercial contracts have been entered into with fixed terms of
contract that may result in the contracts being onerous depending on market developments etc., and the liabilities in-
curred by the DONG Naturgas Group as a result of these contracts may also be subject to uncertainty. The judge-
ments concerning these complex contracts and their future effects are subject to uncertainty. Reference is made to
note 21.

Business combinations

Transactions with non-controlling interests are accounted for as transactions with the group of owners. If the acquisi-
tion of further ownership interests in a subsidiary results in a difference between the purchase price and the carrying
amount of the acquired non-controlling interest, the difference is taken directly to equity.
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Notes to the income statement

Note 3. Segment information

Segmentation

The management of DONG Energy has defined the Group’s operating segments based on the reporting regularly pre-
sented to the Group’s Executive Board, and which forms the basis for management’s strategic decisions. Each seg-
ment is managed differently from a commercial point of view.

The DONG Naturgas Group has activities in the following of DONG Energy’s reportable segments. The reportable seg-
ments follow the DONG Naturgas Group’s operative segments:

e Energy Markets optimises DONG Energy's energy portfolio, forming the link between the DONG Energy
Group’s procurement and sale of energy. Energy Markets sells gas and electricity to wholesale customers and

trades on energy hubs and exchanges.

e  Sales & Distribution sells gas, electricity and related products to residential customers, companies and public
institutions in Denmark, Sweden and the Netherlands.

The DONG Naturgas Group also owns and operates infrastructure activities that are used within the Group’s gas activi-
ties.

Reportable  Elimination of

Energy Mar- Sales & segments to-  intragroup
DKK million kets Distribution tal trading Total
2010
External revenue 26,580.8 6,194.9 32,775.7 0.0 32,775.7
Intragroup revenue 7,861.0 1,559.3 9,420.3 (9,420.3) 0.0
Revenue 34,441.8 7,754.2 42,196.0 (9,420.3) 32,775.7
EBITDA 3,157.0 229.1 3,386.1 0.0 3,386.1
Depreciation and amortisation (564.6) (20.5) (585.1) 0.0 (585.1)
Impairment losses 0.0 0.0 0.0 0.0 0.0
Operating profit (EBIT) 2,592.4 208.6 2,801.0 0.0 2,801.0
Non-current segment assets 3,765.2 378.4 4,143.6 0.0 4,143.6
Investments 120.9 0.0 120.9 0.0 120.9
Net working capital:
External transactions (2,234.6) (1,434.4) (3,669.0) 0.0 (3,669.0)
Intragroup transactions (553.1) 877.1 324.0 (0.2) 323.8
Net working capital (2,787.7) (557.3) (3,345.0) (0.2) (3,345.2)
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Note 3. Segment information - continued

DKK million

2009
External revenue

Intragroup revenue

Revenue

EBITDA
Depreciation and amortisation

Impairment losses

Operating profit (EBIT)

Non-current segment assets

Investments

Net working capital:
External transactions

Intragroup transactions

Net working capital

Geographical location

Reportable  Elimination of
Energy Mar- Sales & segments to-  intragroup
kets Distribution tal trading Total
23,931.7 4,961.5 28,893.2 0.0 28,893.2
7,138.5 957.8 8,096.3 (8,096.3) 0.0
31,070.2 5,919.3 36,989.5 (8,096.3) 28,893.2
2,048.0 168.7 2,216.7 0.0 2,216.7
(541.1) (10.8) (551.9) 0.0 (551.9)
0.0 0.0 0.0 0.0 0.0
1,506.9 157.9 1,664.8 0.0 1,664.8
4,321.2 436.7 4,757.9 0.0 4,757.9
216.5 21.8 238.3 0.0 238.3
(1,791.0) (1,109.1) (2,900.1) 0.0 (2,900.1)
(1,609.5) 788.1 (821.4) 19.8 (801.6)
(3,400.5) (321.0) (3,721.5) 19.8 (3,701.7)

The DONG Naturgas Group primarily sells products and services in the market in Northern Europe. A large part of the
Group’s sales takes place via power exchanges and gas hubs in Europe the physical location of which does not reflect
the Group's market risks. The transfer of risk normally takes place on delivery at the exchange or hub, and the DONG
Naturgas Group consequently does not know the counterparty in every single case.

No single customer accounts for more than 10% of the Group's total revenue.

DKK million

2010
Revenue
Assets

2009
Revenue
Assets

Denmark Rest of world Total
15,469.3 17,306.4 32,775.7
30,142.5 1,638.5 31,781.0
10,952.9 17,940.3 28,893.2
29,151.2 1,615.4 30,766.6
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Note 4. Revenue

DKK million

Natural gas

Electricity

Heat

Distribution and storage of natural gas
Electricity distribution

Trading activities, net

Effect of economic hedges, net

Effect of hedge accounting

Services

Other revenue

Revenue

Group Parent company

2010 2009 2010 2009
24,875.6 21,484.0 24,741.6 21,418.7
5,635.2 4,526.9 4,985.5 3,804.3
0.0 1.2 0.0 1.2
779.7 907.9 687.9 726.1
0.0 53.6 0.0 0.0
234.2 1,038.4 252.2 1,067.2
296.6 577.7 242.0 814.4
764.5 93.1 1,018.3 93.1
66.8 87.9 40.3 90.2
123.1 122.5 111.5 121.1
32,775.7 28,893.2 32.079.3 28,136.3
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Note 5. Staff costs

DKK million

Staff costs

Wages, salaries and remuneration
Defined contribution plans

Other social security costs

Other staff costs

Staff costs

Staff costs are recognised as follows:

Production costs

Sales and marketing
Management and administration
Transfer to assets

Staff costs

Number of full-time employees
Average for the financial year

Remuneration to the Board of Directors and the Executive
Board:

DKK million

Parent company Board of Directors
Parent company Executive Board

DKK million

Parent company Board of Directors
Parent company Executive Board

The Executive Board is made up of one person.

Group Parent company
2010 2009 2010 2009
(284.4) (298.3) (193.7) (220.1)
(17.1) (18.4) (16.7) (18.0)
(7.2) (4.0) (4.4) (1.7)
(0.6) (0.6) (0.5) (0.1)
(309.3) (321.3) (215.3) (239.9)
(138.8) (122.7) (137.5) (122.7)
(41.0) (70.3) (1.9) (4.3)
(125.4) (109.4) (71.8) (94.0)
(4.1) (18.9) (4.1) (18.9)
(309.3) (321.3) (215.3) (239.9)
455 457 270 304
2010
Wages and
salaries Bonus Pension Total
0.0 0.0 0.0 0.0
(2.8) (0.6) (0.5) (3.9)
2009
Wages and
salaries Bonus Pension Total
0.0 0.0 0.0 0.0
(2.5) (0.5) (0.5) (3.5)

A bonus plan has been established for the Executive Board. The service contract of the Executive Board includes a
termination package under which the Executive Board will be entitled to salary equivalent to 24 months' salary if their

service contract is terminated by the company.
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Note 6. Research and development costs

Group Parent company

DKK million 2010 2009 2010 2009
Research and development costs incurred during the year (97.1) (77.5) (95.8) (77.5)
Amortisation of recognised development costs under in-

tangible assets (15.6) (9.8) (15.6) (9.7)
Development costs recognised under intangible assets 95.8 77.5 95.8 77.5
Research and development costs recognised in the in-
come statement under production costs (16.9) (9.8) (15.6) (9.7)

Note 7. Depreciation, amortisation and impairment losses

Group Parent company

DKK million 2010 2009 2010 2009
Depreciation and amortisation by function:
Intangible assets
Amortisation recognised in Production costs (161.3) (128.1) (150.4) (124.3)
Amortisation recognised in Sales and marketing (1.7) (1.0) 0.0 (9.7)
Amortisation recognised in Management and administra-

tion (0.3) (9.7) 0.0 0.0
Property, plant and equipment
Depreciation recognised in Production costs (416.9) (409.7) (413.5) (406.5)
Depreciation recognised in Sales and marketing (3.9) (3.4) (0.7) (0.5)
Depreciation recognised in Management and administra-

tion (0.9) 0.0 0.0 0.0
Depreciation and amortisation recognised in the income

statement (585.0) (551.9) (564.6) (541.0)
Depreciation, amortisation and impairment losses recog-

nised in the income statement (585.0) (551.9) (564.6) (541.0)
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Note 8. Fees to auditors appointed at the Annual General Meeting

DKK million

Audit fees

Other assurance engagements
Tax and VAT advice

Other services

Total fees to PWC

Audit fees

Other assurance engagements
Tax and VAT advice

Other services

Total fees to KPMG

Total fees to auditors

Note 9. Other operating income and expenses

DKK million

Other operating income

Other operating income

Loss on sale property, plant and equipment

Other operating expenses

Other operating income and expenses, net

Group Parent company
2010 2009 2010 2009
(3.3) 0.0 (1.5) 0.0
0.0 0.0 0.0 0.0
(0.6) 0.0 0.0 0.0
0.0 0.0 0.0 0.0
(3.9) 0.0 (1.5) 0.0
0.0 (3.4) 0.0 (1.9)
(0.1) (0.4) (0.1) (0.4)
(1.3) (2.4) (1.3) (1.5)
(0.9) (15.8) (0.8) (15.7)
(2.3) (22.0) (2.2) (19.5)
(6.2) (22.0) (3.7) (19.5)
Group Parent company
2010 2009 2010 2009
0.8 0.8 0.8 0.8
0.8 0.8 0.8 0.8
(6.8) 0.0 (6.8) 0.0
(6.8) 0.0 (6.8) 0.0
(6.0) 0.8 (6.0) 0.8
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Note 10. Financial income

DKK million

Interest income

Interest income from group enterprises
Foreign exchange gains

Dividends received

Other financial income

Financial income

Note 11. Financial expenses

DKK million

Interest expense, indexation of mortgage loans etc.
Interest expense to group enterprises

Interest element of decommissioning costs

Foreign exchange losses

Other financial expenses

Financial expenses

Foreign exchange and fair value adjustments recognised in
revenue for the year:

Foreign exchange and fair value adjustments recognised in
profit for the year:

Group Parent company
2010 2009 2010 2009
0.0 39.1 0.0 29.4
9.8 7.2 9.3 4.7
491.5 759.5 490.8 759.3
0.0 0.0 46.9 65.0
4.1 9.2 3.8 0.0
505.4 815.0 550.8 858.4
Group Parent company
2010 2009 2010 2009
(18.4) (34.2) (17.8) (33.0)
(13.0) (39.9) (51.6) (67.2)
(7.5) (6.9) (6.2) (5.7)
(488.7) (792.0) (485.5) (791.2)
(16.7) (0.7) (10.1) (0.0)
(544.3) (873.7) (571.2) (897.1)
246.1 (5.6) 246.1 (2.6)
249.0 (38.6) 251.4 (34.6)
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Note 12. Income tax expense

Group Parent company
DKK million 2010 2009 2010 2009
Tax for the year can be broken down as follows:
Income tax expense (668.5) (402.8) (639.0) (395.7)
Tax on amounts recognised as other comprehensive in-
come 84.1 89.5 103.2 71.7
Tax for the year (584.4) (313.3) (535.8) (324.0)
Income tax expense can be broken down as follows:
Joint taxation contribution (758.3) (461.4) (740.4) (431.5)
Deferred tax 62.1 50.8 72.8 27.7
Adjustment of current tax in respect of prior years (32.3) 33.4 (29.9) 36.6
Adjustment of deferred tax in respect of prior years 60.0 (25.6) 58.5 (28.5)
Income tax expense (668.5) (402.8) (639.0) (395.7)
Income tax expense can be explained as follows:
Calculated 25% tax on profit before tax (700.2) (415.5) (676.0) (413.5)
Adjustments of calculated tax in foreign subsidiaries
in relation to 25% (2.5) (3.0) 0.0 0.0
Tax effect of:
Non-taxable income 1.5 6.8 12.2 16.2
Non-deductible expenses (4.6) (6.5) (3.8) (6.4)
Share of profit after tax of associates/
Impairment losses for associates 9.7 7.6 0.0 0.0
Adjustment of tax in respect of prior years 27.6 7.8 28.6 8.0
Income tax expense (668.5) (402.8) (639.0) (395.7)
Effective tax rate 23.9 24.6 23.6 23.9
Note 13. Earnings per share

Group
DKK million 2010 2009
Profit for the year 2,132.4 1,233.6
Share of consolidated profit attributable to non-
controlling interests 7.6 2.2
The DONG Naturgas Group’s share of profit for the year 2,124.8 1,231.4
Average number of shares of DKK 1,000 share each 1,020,000 1,020,000
Earnings (EPS) and diluted earnings (DEPS) per DKK 1,000
share, in whole DKK 2,083 1,207
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Notes to the balance sheet

Note 14. Intangible assets

Group

Completed In-process

develop- develop-

ment pro- ment pro-
DKK million Goodwill Rights jects jects Total
Cost at 1 January 2009 321.8 2,156.9 158.0 84.6 2,721.3
Foreign exchange adjustments (0.3) (0.1) 0.0 0.0 (0.4)
Additions 60.0 22.2 0.0 77.5 159.7
Disposals 0.0 (4.0) 0.0 0.0 (4.0)
Transfers 0.0 0.0 5.6 323 37.9
Reclassifications 0.0 0.0 0.0 (84.6) (84.6)
Cost at 31 December 2009 381.5 2,175.0 163.6 109.8 2,829.9
Amortisation and impairment losses
at 1 January 2009 0.0 (652.6) (144.7) 0.0 (797.3)
Amortisation charge 0.0 (129.0) (9.7) 0.0 (138.7)
Amortisation on disposals 0.0 3.6 0.0 0.0 3.6
Amortisation and impairment losses
at 31 December 2009 0.0 (778.0) (154.4) 0.0 (932.4)
Carrying amount at 31 December 2009 381.5 1,397.0 9.2 109.8 1,897.5
Cost at 1 January 2010 381.5 2,175.0 163.6 109.8 2,829.9
Foreign exchange adjustments 1.0 0.1 0.0 0.0 1.1
Adjustment concerning acquisition of
associates (12.8) 0.0 0.0 0.0 (12.8)
Additions 0.0 0.2 4.2 91.6 96,.0
Disposals 0.0 0.0 (27.0) (6.7) (33.7)
Transfers 0.0 0.0 183.2 (183.2) 0.0
Cost at 31 December 2010 369.7 2,175.3 324.0 11.5 2,880.5
Amortisation and impairment losses
at 1 January 2010 0.0 (778.0) (154.4) 0.0 (932.4)
Amortisation 0.0 (146.7) (16.7) 0.0 (163.4)
Amortisation on disposals 0.0 0.0 27.0 0.0 27.0
Amortisation and impairment losses
at 31 December 2010 0.0 (924.7) (144.1) 0.0 (1,068.8)
Carrying amount at 31 December 2010 369.7 1,250.6 179.9 115 1,811.7

uopr*/

Amortised over - 5-20vyears 3-5years - -

* Unit of production
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Note 14. Intangible assets - continued

Parent company

Completed de-
velopment pro-

In-process de-
velopment pro-

DKK million Rights jects jects Total
Cost at 1 January 2009 2,096.9 157.9 84.6 2,339.4
Additions 0.0 0.0 77.5 77.5
Transfers 0.0 5.6 323 37.9
Reclassifications 0.0 0.0 (84.6) (84.6)
Cost at 31 December 2009 2,096.9 163.5 109.8 2,370.2
Amortisation and impairment losses
at 1 January 2009 (652.6) (144.6) 0.0 (797.2)
Amortisation charge (124.3) (9.7) 0.0 (134.0)
Amortisation and impairment losses
at 31 December 2009 (776.9) (154.3) 0.0 (931.2)
Carrying amount at 31 December 2009 1,320.0 9.2 109.8 1,439.0
Cost at 1 January 2010 2,096.9 163.5 109.8 2,370.2
Additions 0.0 4.2 91.6 95.8
Disposals 0.0 (27.0) (6.7) (33.7)
Transfers 0.0 183.2 (183.2) 0.0
Cost at 31 December 2010 2,096.9 323.9 11.5 2,432.3
Amortisation and impairment losses
at 1 January 2010 (776.9) (154.3) 0.0 (931.2)
Amortisation on disposals 0.0 27.0 0.0 27.0
Amortisation charge (133.7) (16.7) 0.0 (150.4)
Amortisation and impairment losses
at 31 December 2010 (910.6) (144.0) 0.0 (1,054.6)
Carrying amount at 31 December 2010 1,186.3 179.9 11.5 1,377.7
UopP*/
Amortised over 20-40 years 3-5years - -

* Unit of production

Impairment testing of goodwill

Testing for impairment is carried out for the business areas or activities that represent the smallest cash-generating
units (CGUs) to which the carrying amount of goodwill can be allocated on a reasonable and consistent basis.

At 31 December 2010, DONG Naturgas A/S had identified two CGUs, Energy Markets and DONG Energy Sales B.V., to
which goodwill has been allocated. The cost of goodwill relating to the subsidiaries DONG Energy Sales GmbH and
DONG Energy Germany AG (formerly KOM-STROM AG) has been allocated to the Energy Markets CGU with DKK 32
million and DKK 60 million respectively. The cost of goodwill relating to the subsidiary DONG Energy Sales B.V. has
been allocated to the DONG Energy Sales B.V. CGU with DKK 276 million.
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The result of the impairment tests was that the recoverable amount was higher than the carrying amount. It has con-
sequently not been deemed necessary to write down goodwill in 2010.

The recoverable amount for each of the CGUs has been determined as the present value of the expected future net
cash flows relating to the company's activities. The determination of net cash flows is based on business plans and
budgets approved by management. Net cash flows have been discounted using a discount rate (before tax) that re-
flects the risk-free interest rate with the addition of a risk premium in respect of specific risks related to the activities.

Energy Markets
Energy Markets optimises the DONG Energy Group's energy portfolio, forming the link between the Group’s procure-
ment and sale of energy.

DONG Energy Sales GmbH sells gas and electricity to customers in Germany. The company was accounted for as a
separate CGU in 2009. From 2010, DONG Energy Sales GmbH is an integral part of Energy Markets’ sales department.
The asset therefore no longer generates cash flows largely independently of cash flows from other assets. Based on
this new business model it is therefore no longer possible to separate the sales activity from the cash flows generated
by the overall portfolio management and optimisation carried out in Energy Markets.

The main criteria used for determining the recoverable amount are gross margins, portfolio composition and the dis-
count rate used. Budgeted gross margins are based on recently realised margins. The determination of expected net
cash flows is based on budgets and forecasts for the period 2011-2020. The model has been prepared so that account
is taken of contract composition during the period and the Group’s portfolio management experience.

The growth rate of expected net cash flows during the terminal period from 2020 onwards is 2.0% and is estimated to
be on a par with the market development. Net cash flows have been discounted using a discount rate before tax of
9.0%.

DONG Naturgas is of the opinion that no reasonably probable changes in the main criteria used as a basis for calculat-
ing the recoverable amount will cause the carrying amount of Energy Markets to exceed its recoverable amount.

DONG Energy Sales B.V.
DONG Energy Sales B.V. sells natural gas and electricity to end users in the Netherlands and is recognised in the Group
under the Sales & Distribution segment.

The main criteria used for determining the recoverable amount are the discount rate used and gross margins. Budg-
eted gross margins are based on recently realised margins. Net cash flows are calculated on the basis of the com-
pany's business plan and budgets for the period 2011-2018. A growth rate of 2.0% during the terminal period has
been assumed.

DONG Naturgas estimates that the estimated growth rate during the terminal period will not exceed the long-term
average growth rate in the market. Net cash flows have been discounted using a discount rate before tax of 9.33%.

DONG Naturgas is of the opinion that no reasonably probable changes in the main criteria used as a basis for calculat-
ing the recoverable amount will cause the carrying amount of DONG Energy Sales B.V. to exceed its recoverable
amount.

Impairment testing of rights

Rights consist primarily of gas purchase rights, customer-related rights and a connection right relating to gas transporta-
tion. At 31 December 2010, the carrying amount of gas purchase rights was calculated at DKK 874.7 million (2009: DKK
948.0 million), the carrying amount of customer-related rights at DKK 67.8 million (2009: DKK 73.0 million) and the carry-
ing amount of the connection right at DKK 292.0 million (2009: DKK 348.0 million).
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There have been no indications of impairment of rights in 2010. Consequently, rights have not been tested for im-
pairment.

Impairment testing of completed development projects
Completed development projects relate to IT software. At 31 December 2010, the carrying amount of completed de-
velopment projects was DKK 176.6 million (2009: DKK 9.2 million).

There have been no indications of impairment of completed development projects in 2010. Consequently, completed
development projects have not been tested for impairment.

In-process development projects
In-process development projects relate primarily to the implementation of new IT systems. At 31 December 2010, the
carrying amount of in-process development projects was DKK 11.4 million (2009: DKK 109.8 million).

The Group tested the carrying amounts of recognised in-process development projects for impairment in 2010. The
test included reviewing the project development stage in the form of expenses incurred and milestones achieved etc.,
compared with the approved business plans. Against this background, it is estimated that the recoverable amounts
exceed the carrying amounts.
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Note 15. Property, plant and equipment

DKK million

Cost at 1 January 2009

Foreign exchange adjustments
Addition on acquisition of enterprises
Additions

Disposals

Transfers

Cost at 31 December 2009

Depreciation and impairment losses
at 1 January 2009

Foreign exchange adjustments
Depreciation charge

Depreciation and impairment losses
at 31 December 2009

Carrying amount
at 31 December 2009

Cost at 1 January 2010
Foreign exchange adjustments
Additions

Disposals

Cost at 31 December 2010

Depreciation and impairment losses
at 1 January 2010

Foreign exchange adjustments
Depreciation charge

Depreciation and impairment losses
at 31 December 2010

Carrying amount
at 31 December 2010

Depreciated over

* Unit of production

Group
Property,
Fixtures and plant and
fittings, equipment
Land and Production tools and under con-
buildings assets equipment struction Total
11.0 8,427.8 14.6 155.6 8,609.0
0.0 2.4 0.0 0.0 2.4
0.0 0.0 3.9 131.0 1349
0.0 45.8 0.8 0.0 46.6
0.0 (46.2) 0.0 0.0 (46.2)
0.0 115.9 0.0 (153.8) (37.9)
11.0 8,545.7 19.3 132.8 8,708.8
(8.9) (5,493.2) (5.0) 0.0 (5,507.1)
0.0 (0.8) 0.0 0.0 (0.8)
0.0 (409.3) (3.8) 0.0 (413.2)
(8.9) (5,903.3) (8.8) 0.0 (5,921.0)
2.1 2,642.4 10.5 132.8 2,787.8
11.0 8,545.7 19.3 132.8 8,708.8
0.0 5.8 0.0 0.0 5.8
0.0 58.8 4.4 11.0 74.2
0.0 0.0 0.0 (129.1) (129.1)
11.0 8,610.3 23.7 14.7 8,659.7
(8.9) (5,903.3) (8.8) 0.0 (5,921.0)
0.0 (2.2) 0.0 0.0 (2.2)
0.0 (416.6) (5.1) 0.0 (421.7)
(8.9) (6,322.1) (13.9) 0.0 (6,344.9)
2.1 2,288.2 9.8 14.7 2,314.8
uop* /
20-40
20 years years 3-10 years - -
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Note 15. Property, plant and equipment - continued

Parent company

Fixtures Property,
and fit- plant and
Produk- tings, tools equipment

Land and tions- and under con-
DKK million buildings assets equipment struction Total
Cost at 1 January 2009 11.0 8,387.9 6.3 155.6 8,560.8
Additions 0.0 45.5 0.0 130.9 176.4
Disposals 0.0 (46.2) 0.0 0.0 (46.2)
Transfers 0.0 115.9 0.0 (153.8) (37.9)
Cost at 31 December 2009 11.0 8,503.1 6.3 132.7 8,653.1
Depreciation and impairment losses
at 1 January 2009 (8.9) (5,481.5) (4.4) 0.0 (5,494.8)
Depreciation charge 0.0 (406.2) (0.8) 0.0 (407.0)
Depreciation and impairment losses
at 31 December 2009 (8.9) (5,887.7) (5.2) 0.0 (5,901.8)
Carrying amount
at 31 December 2009 2.1 2,615.4 1.1 132.7 2,751.3
Portion relating to assets held under
finance leases 0.0 477.7 0.0 0.0 477.7
Cost at 1 January 2010 11.0 8,503.1 6.3 132.7 8,653.1
Additions 0.0 58.4 0.0 11.1 69.5
Disposals 0.0 0.0 0.0 (129.1) (129.1)
Cost at 31 December 2010 11.0 8,561.5 6.3 14.7 8,593.5
Depreciation and impairment losses
at 1 January 2010 (8.9) (5,887.7) (5.2) 0.0 (5,901.8)
Depreciation charge 0.0 (413.5) (0.7) 0.0 (414.2)
Depreciation and impairment losses
at 31 December 2010 (8.9) (6,301.2) (5.9) 0.0 (6,316.0)
Carrying amount
at 31 December 2010 2.1 2,260.3 0.4 14.7 2,277.5
Portion relating to assets held under
finance leases 0.0 409.8 0.0 0.0 409.8

uoP* /
20-40

Depreciated over 20 years years 3-10 years - -

* Unit of production

Depreciation is recognised in the income statement as Production costs, Sales and marketing or Management and
administration. Reference is made to note 7.
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Finance leases

Production assets in the parent company with a carrying amount of DKK 409.8 million at 31 December 2010 (2009:
DKK 477.7 million) have been financed under finance leases. The lease commitment at 31 December 2010 was DKK
982.0 million (2009: DKK 1,090.4 million). As lessor, DONG Energy Pipelines A/S holds the legal ownership in the pipe-
line, but substantially all rewards and risks, including maintenance obligations related to the pipeline, lie with DONG
Naturgas A/S as the lessee. As the lessee, DONG Naturgas A/S is entitled to acquire the lessor’s ownership interest in
the pipeline at market price from DONG Energy Pipelines A/S on expiry of the agreement.

Impairment testing of property, plant and equipment
The carrying amounts of property, plant and equipment are tested annually to determine whether there is any indica-
tion of impairment. If any such indication exists, an impairment test is carried out.

In an impairment test, the asset’s recoverable amount is compared with its carrying amount. The recoverable amount
is based on the higher of the value in use and the fair value less estimated costs to sell. The value in use is determined
on the basis of expected future net cash flows.

Based on the impairment testing of property, plant and equipment, it is estimated that the carrying amount exceeds

the recoverable amount. It has consequently not been deemed necessary to recognise any impairment losses in re-
spect of property, plant and equipment in 2010.

Note 16. Group enterprises and other equity investments

Group
DKK million Investments in associates Other equity investments
2010 2009 2010 2009

Cost at 1 January 588.2 573.9 60.3 44.1
Additions 0.0 14.3 17.3 16.2
Cost at 31 December 588.2 588.2 77.6 60.3
Value adjustments at 1 January (422.5) (413.5) 0.0 0.0
Share of profits for the year 38.8 30.3 0.0 0.0
Other value adjustments etc. 3.8 0.1 0.0 0.0
Dividends received (7.4) (7.4) 0.0 0.0
Dividend limitation (28.0) (32.0) 0.0 0.0
Value adjustments at 31 December (415.3) (422.5) 0.0 0.0
Carrying amount at 31 December 172.9 165.7 77.6 60.3

The value of the investment in Stadtwerke Liibeck GmbH has been tested for impairment. It has not been deemed
necessary to write down the investment.

Other equity investments comprise the investment in an LNG project in the Netherlands. The investment is measured
at the lower of cost and recoverable amount, as the fair value of the investment cannot be determined reliably.
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Note 16. Group enterprises and other equity investments — continued

Parent company

DKK million Investments in subsidiaries Investments in associates
2010 2009 2010 2009

Cost at 1 January 897.7 686.7 543.4 543.4
Adjustment on cessation of limitation of dividends (12.8) 0.0 0.0 0.0
Additions 127.4 211.0 0.0 0.0
Cost at 31 December 1,012.3 897.7 543.4 543.4
Value adjustments at 1 January 0.0 0.0 (382.0) (382.0)
Impairment charge 0.0 0.0 0.0 0.0
Value adjustments at 31 December 0.0 0.0 (382.0) (382.0)
Carrying amount at 31 December 1,012.3 897.7 161.4 161.4

The DKK 127.4 million addition in 2010 to investments in subsidiaries related to the acquisition of a 25.1% ownership
interest in DONG Energy Sales GmbH from non-controlling interests. This takes DONG Naturgas A/S’s ownership inter-
est to 100%. On acquisition of these investments, the agreement on limitation of dividends entered into ceased, re-
sulting in a DKK 12.8 million adjustment of the previously recognised cost of these investments.

Additions of DKK 211 million in 2009 to investments in subsidiaries related to the DKK 210.3 million acquisition of

KOM-STROM AG, a DKK 0.2 million capital increase in DONG Energy Sales GmbH, and DKK 0.5 million in respect of the
establishment of DONG Energy Service 1 A/S.
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Note 16. Group enterprises and other equity investments — continued

Associates:
2009
Registered
DKK million office
Gothenburg,
Fordonsgas Sverige AB Sweden

Stadtwerke Liibeck

GmbH Lubeck, Germany

Group, total

2010
Registered
DKK million office
Gothenburg,
Fordonsgas Sverige AB Sweden

Stadtwerke Liibeck

GmbH Libeck, Germany

Group, total

Own-
ership

50%

25%

Own-
ership

50%

25%

Reve-
nue

75.3

3,087.4

Reve-
nue

112.3

4,334.9

Profit

for the
yearl)

3.0

114.7

Profit

for the
yearl)

4.9

144.8

Assets
1)

126.4

2,257.2

Assets
1)

191.6

2,298.2

DONG Naturgas
Group’s share

Profit

Liabili-  for the
ties” year Equity
83.9 1.5 21.3
1,681.6 28.8 144.4
30.3 165.7
DONG Naturgas
Group’s share

Profit

Liabili-  for the
ties” year Equity
137.8 2.5 26.9
1,716.5 36.3 146.0
38.8 172.9

1) The accounting figures disclosed in the note have been determined on the basis of the recognised values.
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Note 17. Inventories

Group Parent company
DKK million 2010 2009 2010 2009
Natural gas 1,118.3 824.8 1,118.4 824.8
CO, rights 252.9 210.3 252.9 210.3
Other inventories 2.2 1.8 0.0 0.0
Inventories at 31 December 1,373.4 1,036.9 1,371.3 1,035.1
Cost of sales recognised in the income statement 28,239.0 25,587.1 27,846.9 25,012.6

The carrying amount of inventories recognised at fair value was DKK 252.9 million (2009: DKK 210.3 million). Write-
downs of inventories to net realisable value totalled DKK 0.0 million (2009: DKK 0.0 million). Reversals of write-downs
amounted to DKK 0.0 million (2009: DKK 0.0 million).

Note 18. Receivables

Group Parent company

DKK million 2010 2009 2010 2009

Receivables 17.1 72.6 0.0 50.0
Non-current receivables at 31 December 17.1 72.6 0.0 50.0
Trade receivables 4,739.6 3,769.3 3,471.4 2,342.4
Receivables from group enterprises and associates 4,351.5 3,087.7 5,252.2 4,351.9
Fair value of derivative financial instruments 14,916.6 14,628.0 14,162.1 14,104.4
Deposits 83.9 134.7 2.8 42.5
Other receivables 750.9 1,572.8 582.1 1,502.3
Prepayments 1.0 1.0 0.0 0.0
Current receivables at 31 December 24,8435 23,193.5 23,470.6 22,343.5
Current and non-current receivables at 31 December 24,860.6 23,266.1 23,470.6 22,393.5

Other non-current receivables comprise non-current loans to finance natural gas installations. Apart from the fair
value of derivative financial instruments and deposits, current receivables fall due less than one year after the close of
the financial year. The remaining maturity of derivative financial instruments appears from note 31. The carrying
amount of receivables is estimated to correspond to the fair value.

Other receivables includes margin account deposits, DKK 277.0 million in total, which have been pledged as collateral
for trading in financial instruments.
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Note 18. Receivables - continued

Trade receivables by credit quality:

Group Parent company
DKK million 2010 2009 2010 2009
Denmark 2,163.9 1,842.8 2,084.4 1,310.0
Rest of EU 2,515.6 1,849.9 1,326.9 955.8
Rest of world 60.1 76.6 60.1 76.6
Trade receivables at 31 December 4,739.6 3,769.3 3,471.4 2,342.4

DONG Naturgas’ main credit exposure in connection with sales relates to gas sales. Besides credit exposure on gas
customers in Denmark, the exposure primarily relates to international energy companies and banks. DONG Naturgas’
internal control of its credit exposure is based on internal credit limits for each counterparty and structured and ongo-
ing monitoring and reporting. Credit limits and any requirements concerning security are determined on the basis of
credit rating of the counterparty, partly using input from external rating agencies such as Moody’s, S&P’s and D&B.
For all significant counterparties, framework and netting contracts setting out credit conditions are also entered into.
The maximum credit risk related to receivables corresponds to the values recognised in the balance sheet. There are
no special concentrations of credit risks. The receivables are not credit-insured.

Trade receivables that are past due but not individually impaired

Group Parent company
DKK million 2010 2009 2010 2009
Due in:
Up to til 30 days 189.4 69.3 70.1 38.0
30-90 days 22.5 101.3 2.8 94.3
More than 90 days 40.4 35.3 8.5 40.2
General write-downs (19.7) (23.1) (6.8) (7.6)
Receivables due at 31 December 232.6 182.8 74.6 164.9

General write-downs on trade receivables are assessed on the basis of due date and historical experience. Write-
downs are recorded on a summary account.

The Group’s trade receivables at 31 December 2010 include receivables that have been written down by DKK 28.6 mil-
lion following individual assessment (2009: DKK 28.0 million).

Movements in individual and general write-downs

Group Parent company
DKK million 2010 2009 2010 2009
Write-downs at 1 January 51.1 83.2 7.6 52.1
Write-downs for the year 0.0 16.1 0.0 2.8
Reversal of previous write-downs (2.7) 0.0 (0.7) 0.0
Receivables written off (0.1) (48.2) (0.1) (47.3)
Write-downs at 31 December 48.3 51.1 6.8 7.6
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Note 19. Equity

Group Parent company
DKK million 2010 2009 2010 2009
Share capital
At beginning and end of year 1,020.0 1,020.0 1,020.0 1,020.0
Composition of share capital:
Number of
shares Nominal value Total

1 of DKK 1,000,000 thousand
20 of DKK 1,000 thousand

DKK 1,000,000 thousand
DKK 20,000 thousand

DKK 1,020,000 thousand

The share capital has remained unchanged since the company’s formation.

Ownership
The company’s annual report forms part of the consolidated financial statements of DONG Energy A/S, Fredericia,
which owns the whole of the share capital.

All shares rank equally. There are no restrictions on voting rights. The shares are fully paid up.

Dividends

The Board of Directors recommends that dividend of DKK 2,065 million be paid for the 2010 financial year, equivalent
to 97% of profit for the year determined as profit after tax attributable to the company’s shareholders (i.e. excluding
non-controlling interests) and DKK 2,025 per share of DKK 1,000 (2009: DKK 1,233 per share of DKK 1,000).

Dividend distributions to shareholders have no tax implications for DONG Naturgas A/S. Dividend paid per share (DPS)
of DKK 1,000 amounted to DKK 1,233 (2009: DKK 3,411).

For further information on the Group’s capital management procedures and processes, reference is made to the sec-
tion on Liquidity and financing risks on page 10 of management’s review.

Non-controlling interests
Non-controlling interests’ share of recognised profit and equity in the Group at 31 December 2010 concerns:

Profit for
DKK million the year Equity
DONG Energy Germany AG (formerly KOM-STROM AG) 7.6 321
Non-controlling interests 7.6 321
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Note 20. Deferred tax

DKK million

Deferred tax at 1 January

Foreign exchange adjustments

Addition on acquisition of subsidiary

Deferred tax for the year recognised in profit for the year
Deferred tax for the year recognised

as other comprehensive income

Adjustments in respect of prior years

Deferred tax at 31 December

Deferred tax is recognised in the balance sheet as follows:

Deferred tax (assets)
Deferred tax (liabilities)

Deferred tax at 31 December, net

Deferred tax relates to:

Intangible assets

Property, plant and equipment
Non-current assets

Current assets

Non-current liabilities

Current liabilities

Deferred tax at 31 December

Group Parent company

2010 2009 2010 2009
848.5 883.1 828.4 827.6
0.0 0.5 0.0 0.0
0.0 7.8 0.0 0.0
(62.1) (50.8) (72.8) (27.7)
19.1 (17.7) 0.0 0.0
(59.9) 25.6 (58.6) 28.5
745.6 848.5 697.0 828.4
(0.5) 0.0 0.0 0.0
746.1 848.5 697.0 828.4
745.6 848.5 697.0 828.4
424.3 437.4 411.7 422.0
306.4 548.4 367.5 614.2
10.4 7.9 0.0 0.0
(66.9) (115.5) 0.0 0.0
68.9 (44.8) (70.2) (189.6)
2.5 15.1 (12.0) (18.2)
745.6 848.5 697.0 828.4
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Note 20. Deferred tax - continued

Change in temporary differences during the year

2010
Group

Balance Foreign ex- Recognised Balance

sheet at change ad- in profit for Recognised Addition sheet at 31
DKK million 1 January justments the year in equity subsidiaries December
Intangible assets 437.4 0.0 (13.2) 0.0 0.0 424.2
Property, plant and equip-
ment 548.4 0.0 (242.0) 0.0 0.0 306.4
Other non-current assets 7.9 0.0 2.5 0.0 0.0 10.4
Current assets (115.5) 0.0 219 26.7 0.0 (66.9)
Non-current liabilities (44.8) 0.0 113.7 0.0 0.0 68.9
Current liabilities 15.1 0.0 (5.0) (7.6) 0.0 2.5

848.5 0.0 (122.1) 19.1 0.0 745.5
2009
Group

Balance Foreign ex- Recognised Balance

sheet at change ad- in profit for Recognised Addition sheet at 31
DKK million 1 January justments the year in equity subsidiaries December
Intangible assets 404.9 0.4 32.1 0.0 0.0 437.4
Property, plant and equip-
ment 629.1 0.0 (80.7) 0.0 0.0 548.4
Other non-current assets 0.0 0.0 0.0 0.1 7.8 7.9
Current assets (111.3) 0.1 (22.8) 18.5 0.0 (115.5)
Non-current liabilities (39.9) 0.0 (4.9) 0.0 0.0 (44.8)
Current liabilities 0.3 0.0 51.1 (36.3) 0.0 15.1

883.1 0.5 (25.2) (17.7) 7.8 848.5
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Note 20. Deferred tax - continued

2010

DKK million

Intangible assets

Property, plant and equipment
Non-current liabilities

Current liabilities

2009

DKK million

Intangible assets

Property, plant and equipment
Non-current liabilities

Current liabilities

Parent company

Recog- Balance
Balance nised in Recog- sheet at
sheet at profit for nised in 31 De-

1 January the year equity cember
422.0 (10.3) 0.0 411.7
614.2 (246.7) 0.0 367.5
(189.6) 119.4 0.0 (70.2)
(18.2) 6.2 0.0 (12.0)
828.4 (131.4) 0.0 697.0

Parent company
Recog- Balance
Balance nised in Recog- sheet at
sheet at profit for nised in 31 De-

1 January the year equity cember
390.1 31.9 0.0 422.0
699.8 (85.6) 0.0 614.2
(190.0) 0.4 0.0 (189.6)
(72.3) 54.1 0.0 (18.2)
827.6 0.8 0.0 828.4
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Note 21. Provisions

Group
2010 2009
De- De-
comm. comm.
obliga- obli-
DKK million tion Other Total gation Other Total
Provisions at 1 January 214.7 628.4 843.1 161.9 381.1 543.0
Provision for the year 0.0 989.0 989.0 0.0 239.8 239.8
Change in discount rate 59.1 (22.0) 37.1 45.9 0.0 45.9
Interest element of obligation 7.5 16.0 23.5 6.9 7.5 14.4
Provisions at 31 December 281.3 1,611.4 1,892.7 214.7 628.4 843.1
which can be broken down as fol-
lows:
Non-current provisions 281.3 1,498.4 1,779.7 214.7 605.0 819.7
Current provisions 0.0 113.0 113.0 0.0 234 234
Provisions at 31 December 281.3 1,611.4 1,892.7 214.7 628.4 843.1
Parent company
2010 2009
De-
com- De-
mm. comm.
DKK million oblig. Other Total oblig. Other Total
Provisions at 1 January 177.8 605.0 782.8 133.9 374.0 507.9
Provision for the year 0.0 992.4 992.4 0.0 2235 2235
Change in discount rate 49.1 (22.0) 27.1 38.2 0.0 38.2
Interest element of obligation 6.2 16.0 22.2 5.7 7.5 13.2
Provisions at 31 December 233.1 1,591.4 1,824.5 177.8 605.0 782.8
which can be broken down as fol-
lows:
Non-current provisions 233.1 1,494.5 1,727.6 177.8 605.0 782.8
Current provisions 0.0 96.9 96.9 0.0 0.0 0.0
Provisions at 31 December 233.1 1,591.4 1,824.5 177.8 605.0 782.8

Provisions for decommissioning obligations comprise expected future costs for restoration and decommissioning of
the Group’s production assets. The estimated provisions have been discounted to present value. A risk-free interest
rate of 2.75% has been used as discount rate. The equivalent value of the provision is recognised under production as-
sets (property, plant and equipment) and depreciated together with the production assets.

Other provisions comprise expected future costs for Take-or-Pay obligations under gas purchase contracts and provi-
sions for onerous contracts.
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Note 21. Provisions - continued

Maturities

Maturities for provisions at 31 December are expected to be as follows:

DKK million

0-1years
1-10years
10 - 20 years
20 - 30 years
30-40years
> 40 years

Provisions at 31 December

Note 22. Current and non-current loans

Group Parent company

2010 2009 2010 2009
113.0 234 96.9 0.0
1,498.4 324.0 1,494.5 501.8
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
281.3 495.7 233.1 281.0
0.0 0.0 0.0 0.0
1,892.7 843.1 1,824.5 782.8

The Group’s and the parent company’s current and non-current loans can be broken down as follows:

DKK million

Group enterprises

Non-current loans at 31 December

Other bank loans

Current loans at 31 December

Current and non-current loans at 31 December

Fair value

Nominal value

Group Parent company

2010 2009 2010 2009
425.0 590.0 595.6 611.5
425.0 590.0 595.6 611.5
173.7 1,608.1 0.0 1,593.5
173.7 1,608.1 0.0 1,593.5
598.7 2,198.1 595.6 2,205.0
598.7 2,198.1 595.6 2,205.0
598.7 2,198.1 595.6 2,205.0
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Note 22. Current and non-current loans - continued

Expected maturity for current and non-current loans:

Group Parent company
DKK million 2010 2009 2010 2009
0-1years 173.7 1,608.1 25.6 1,593.5
1-2years 0.0 0.0 27.5 23.9
2 -3 years 0.0 0.0 29.5 26.0
3 -4 vyears 0.0 0.0 31.7 28.1
4 -5 years 0.0 0.0 34.1 30.4
> 5 years 425.0 590.0 472.8 503.1
Current and non-current loans at 31 December 598.7 2,198.1 621.2 2,205.0

The fair value has been determined as the present value of expected future instalments and interest payments. The
Group’s financing agreements are not subject to any unusual terms and conditions.

Finance leases
Liabilities relating to assets held under finance leases in the parent company are thus recognised as payables to group
enterprises:

2010 2009

Mini- Mini-

mum mum

lease lease

pay- Interest Present pay- Interest Present
DKK million ments element value ments element value
0-1 years 68.2 42.6 25.6 71.4 49.3 22.1
1-5 years 272.8 150.0 122.8 285.5 177.5 108.0
> 5 years 641.0 168.2 472.8 733.5 230.4 503.1

982.0 360.8 621.2 1,090.4 457.2 633.2

Carrying amounts of production
assets 409.8 477.7

The fair value has been estimated as the present value of future cash flows at a market rate for corresponding leases.

There is no contingent rent under the leases. A proportion of the lease is based on a floating interest rate. Further de-
tails of the lease are given in note 15.
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Note 23. Other payables

Group Parent company

DKK million 2010 2009 2010 2009
Other non-current liabilities 0.0 29.0 0.0 29.0
Other non-current liabilities at 31 December 0.0 29.0 0.0 29.0
Trade payables 2,444.0 1,906.2 2,078.6 1,654.2
Payables to group enterprises 2,340.1 1,933.5 2,274.9 1,579.9
Fair value of derivative financial instruments 14,553.5 13,915.0 13,592.4 12,998.4
VAT and duties 149.0 1,011.5 88.5 859.2
Purchase prices payable 7.5 22.6 7.5 22.5
Other liabilities 908.5 798.3 762.2 319.1
Deferred income

52.3 108.9 52.3 95.6
Other non-current liabilities at 31 December 20,454.9 19,696.0 18,856.4 17,528.9
Current and non-current liabilities at 31 December 20,454.9 19,725.0 18,856.4 17,557.9

Apart from the fair value of derivative financial instruments and deferred income, other payables fall due for payment
less than one year after the end of the financial year. The remaining maturity of derivative financial instruments ap-
pears from note 32.

Deferred income comprises prepayments, DKK 52.3 million (2009: DKK 108.9 million).
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Note 24. Income tax receivable and payable

DKK million

Income tax receivable at 1 January

Foreign exchange adjustments

Adjustments to current tax in respect of prior years
Payments in respect of prior years

Current tax for the year

Payments for the year

Income tax receivable at 31 December

Income tax payable at 1 January

Foreign exchange adjustments

Addition on acquisition of subsidiary

Adjustments to current tax in respect of prior years
Payments in respect of prior years

Current tax for the year

Tax for the year from other comprehensive income
Payments for the year

Income tax payable at 31 December

Group Parent company
2010 2009 2010 2009

5.0 18.8 0.0 0.0
0.0 0.3 0.0 0.0
(1.2) (3.2) 0.0 0.0
(3.6) (7.9) 0.0 0.0
6.4 (10.8) 0.0 0.0
6.1 7.8 0.0 0.0
12.7 5.0 0.0 0.0
218.1 528.4 205.3 521.7
0.5 0.0 0.0 0.0
0.0 0.5 0.0 0.0
311 (36.6) 29.9 (36.6)
(247.7) (485.3) (233.8) (485.2)
764.7 450.6 740.4 431.5
(103.2) (71.7) (103.2) (71.7)
(4.2) (167.8) 0.0 (154.4)
659.3 218.1 638.6 205.3
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Notes to the cash flow statement

Note 25. Cash flows from operations (operating activities)

Group Parent company
DKK million 2010 2009 2010 2009
Operating profit 2,801.0 1,664.8 2,724.7 1,692.7
Depreciation, amortisation and impairment losses 585.1 551.8 564.6 541.0
Operating profit (EBITDA) 3,386.1 2,216.6 3,289.3 2,233.7
Other adjustments Y 940.5 1,085.0 1,074.1 1,200.2
Cash flows from operations (operating activities) before
changes in working capital 4,326.6 3,301.6 4,363.4 3,433.9
Change in inventories (336.3) 677.6 (336.1) 677.9
Change in trade receivables (241.8) 3,635.6 244.2 3,209.2
Change in other receivables 872.8 (77.9) 959.8 (98.0)
Change in trade payables 955.4 (3,334.1) 1,151.4 (3,690.7)
Change in other payables etc. (771.7) 797.8 (327.5) 761.2
Changes in working capital 478.4 1,699.0 1,691.8 859.6
Cash flows from operations (operating activities) 4,805.0 5,000.6 6,055.2 4,293.5

) Primarily comprises unrealised market value adjustments of derivative financial instruments.

Note 26. Acquisition of property, plant and equipment

Group Parent company
DKK million 2010 2009 2010 2009
Acquisition of property, plant and equipment, see note 15 74.2 176.4 69.5 176.4
Portion relating to adjustment of decommissioning obligations (49.3) (37.2) (49.0) (38.1)
Paid in respect of acquisition of property, plant and equip-
ment 24.9 139.2 20.5 138.3
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Note 27. Acquisition of enterprises

Acquisition of enterprises in 2010
There were no business combinations in 2010.

Acquisition of enterprises in 2009
In 2009, DONG Naturgas A/S acquired 83.57% of the company DONG Energy Germany AG (formerly KOM-STROM AG).

The acquisition of DONG Energy Germany AG comprises the acquisition of a wholesale trading company trading in en-
ergy-related products. The acquisition date was 30 September 2009.

DONG Energy Germany AG

Carrying

DKK million amount Fair value
Intangible assets 0.0 60.6
Property, plant and equipment 3.9 3.9
Other non-current assets 57.1 57.1
Receivables 1,573.6 1,573.6
Cash 118.7 118.7
Non-current liabilities (64.6) (64.6)
Current liabilities (1,509.2) (1,509.2)
Net assets 179.5 240.1
Non-controlling interests (29.5)
DONG Naturgas A/S’s share of net assets 210.6
Cash acquired (118.7)
Cash consideration, net 91.9
Breakdown of cost

Cash consideration 202.7
Cost of purchase 7.9

Total cost 210.6

The determination of the fair values of the acquired assets and liabilities was carried out in accordance with IFRS and
was completed at 31 December 2009. In connection with the acquisition of DONG Energy Germany AG, the value of
goodwill was determined at DKK 60.6 million. The determined goodwill represented the value of synergies that are
expected to materialise in the acquirees, primarily in the form of anticipated portfolio optimisation gains in the Energy
Markets segment. The goodwill determined was still judged to exist at the end of 2010.

Consolidated revenue and profit for the year for 2009 were determined on a pro forma basis as if the company had
been acquired on 1 January 2009, and constituted DKK 28,917.7 million and DKK 1,238.3 million respectively.

DONG Energy Germany AG contributed DKK 2.1 million to consolidated profit after tax for 2009.
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Note 28. Transactions with non-controlling interests

DKK million

Acquisition of equity interests from non-controlling interests

Purchase price

Group
2010 2009
127.4 0.0
127.4 0.0

Acquisition of equity interests from non-controlling interests in 2010 comprises acquisition of 25.1% of DONG Energy

Sales GmbH.

Note 29. Cash and cash equivalents

Parent company

2010 2009

524.8 116.9
0.0 (1,593.5)

Group
DKK million 2010 2009
Cash and cash equivalents at 31 December include:
Available cash 1,027.3 1,547.4
Bank overdrafts (173.7) (1,608.1)
Cash and cash equivalents at 31 December 853.6 (60.7)

524.8  (1,476.6)

Cash at 31 December can be broken down into the following balance sheet items:

Group Parent company
DKK million 2010 2009 2010 2009
Available cash " 1,027.3 1,547.4 524.8 116.9
Cash not available for use 129.5 0.0 129.5 0.0
Cash at 31 December 1,156.8 1,547.4 654.3 116.9

Bank loans at 31 December can be broken down into the following balance sheet items:

Parent company

2010 2009

0.0 1,593.5
0.0 0.0

Group
DKK million 2010 2009
Bank overdrafts 173.7 1,608.1
Current portion of long-term loans 0.0 0.0
Bank loans at 31 December 173.7 1,608.1

0.0 1,593.5

Ypart of cash pool with DONG Energy A/S.
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Notes without reference

Note 30. Operating leases

Non-cancellable operating lease payments were as follows:

Group Parent company
DKK million 2010 2009 2010 2009
0-1years 132.3 94.9 130.2 76.4
1-5vyears 591.2 583.7 590.9 303.0
> 5 years 797.8 875.7 797.9 648.7
1,521.3 1,554.3 1,519.0 1,028.1
Operating lease payments recognised in the income statement
amount to 93.3 91.8 91.1 89.4

Operating leases comprise leasing of gas storage facilities in Germany in the period 2010 — 2023.

Note 31. Financial risks and risk management

Financial risks

DONG Naturgas A/S is exposed to a number of different financial risks, including fluctuations in commodity prices, ex-
change rates and interest rates as well as credit risks. The management of these risks is an important focus area in the
Group. The risk management is aimed at identifying the various risk areas and determining a strategy for managing
them. A special Risk Committee has been appointed that is charged with monitoring the DONG Energy A/S Group’s
risk management and risk control relating to market and credit risks. A centralised corporate risk management func-
tion has also been set up in DONG Energy A/S to support the Risk Committee.

Various strategies have been put in place to manage the risks and align the risk profile. The risk profile is managed
through the conclusion of financial and physical contracts for commodities, interest and currencies over the next five
years.

In connection with — and partly to bolster — these activities, the Group engages in limited energy trading for its own
account, including in natural gas, electricity, coal, oil, oil products and CO, emissions allowances.

Operating profit may fluctuate considerably from year to year as a result of the development in prices.

Oil and gas price risks

Oil and gas price risks relate primarily to oil and gas produced in the DONG Energy Group and differences in the index-
ing of purchase and selling prices. DONG Naturgas A/S’s exposure is in crude oil, gas and various other oil types such
as fuel oil and gas oil. These risks are hedged as the exposure is confirmed, for example based on production projec-
tions. Management of oil and gas price risks is based on tolerance levels for maximum and minimum effect on
changes in cash flows over the next five years. These calculations are based on possible negative deviations from cur-
rent prices in the forward market compared with a specified downside scenario that includes a crude oil price of USD
30 per barrel.

The oil price hedging is mainly in the underlying oil types to reduce the base risk in the oil market. Hedging is pre-

dominantly effected through purchased put options and swaps. The oil price risk from the indexing of natural gas pur-
chase and selling prices is also hedged.
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Currency risks

Currency risks arise primarily from energy trading, which is typically priced in other currencies than DKK, from pur-
chase and sale of goods and services in foreign currencies, and other activities, including in subsidiaries abroad. The
main currency risk is related to USD.

The currency exposure is hedged using forward contracts, swaps and options as well as by raising of debt in various
currencies.

The currency risk is measured taking into account the total cash flow for each currency weighted in relation to the cur-
rency’s volatility. The currency risk is managed by defining a maximum level for the total currency exposure for all cur-
rencies each year in the coming five years. DONG Naturgas A/S hedges currency risks using a “ladder” model, hedging
a large part in the coming four quarters, with hedging subsequently declining.

Interest rate risks
Interest rate risks relate primarily to the loan portfolio, cash and financial hedging. These risks are managed in relation
to the DONG Naturgas Group’s net financing requirement and capital structure.

The interest rate risk is measured on a net basis, and both debt and any placing of excess cash are included. The inter-
est rate risk is adjusted through the interest terms attaching to the Group’s loans and by conclusion of interest rate
swaps.

Credit risks
Credit risks arise primarily from trading in electricity and natural gas — both wholesale trading and financial and physi-
cal transactions — and financial transactions, including placing of surplus cash.

In the course of its normal operations, DONG Naturgas A/S concludes contracts with customers and suppliers on
physical delivery of energy products, and also hedging contracts with other energy companies, specialised trading
houses and international banks. Physical contracts with a term of more than one year are normal, and natural gas pur-
chase contracts can have terms of more than five years. All such contracts involve a risk of loss in the event of a coun-
terparty failing to perform its obligations. Such risks are quantified and managed as credit exposures and are a signifi-
cant focus area in the DONG Naturgas Group.

Credit risk is managed based on internal credit limits for counterparties and structured monitoring of the actual expo-
sure. Credit limits are established on the basis of an assessment of the counterparty’s credit rating. If a counterparty
has an external credit rating, for example from Moody’s or Standard & Poor’s, this forms an important factor in de-
termining the counterparty’s credit rating. Against the background of the subprime crisis, the DONG Naturgas Group
has reduced its credit limits, especially in relation to the financial sector.

Credit risks are co-ordinated in relation to all business activities so that the DONG Naturgas Group does not assume
inappropriately large exposure to individual counterparties. With a view to reducing its credit exposure, the Group
endeavours, as far as possible, to clear transactions via a clearing centre, such as Nord Pool, and uses formalised
framework agreements such as ISDA and EFET agreements and master netting agreements. To this should be added
limited use of security such as bank guarantees.

As part of its risk management, the Group monitors the credit exposure on all trading counterparties on a daily basis,
and monthly and quarterly in the case of other counterparties. Losses due to default by counterparties have histori-
cally been relatively small.

Financing and capital resources

One of the main financial management responsibilities is to secure sufficient, flexible financial resources for the day-
to-day operations and for the implementation of the DONG Naturgas Group’s strategy, and taking into account the
DONG Energy Group’s rating. To this end, internal management objectives have been established for the required
level of financial resources, taking into account factors such as investment programme, operating cash flow and debt
maturity profile.

Sensitivity analysis concerning financial instruments
The table below illustrates the Group’s sensitivity to fluctuations in commodity prices and exchange rates measured as
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effect on profit and equity respectively, in the event of a price increase or decrease on the Group's financial instru-
ments at the balance sheet date. A pre-tax approach has been adopted.

The table includes the risks perceived by management to be the most significant for the Group. The Group also de-
termines and manages the currency risk vis-a-vis EUR; however, as price fluctuations between DKK and EUR are small,
the risk is considered to be insignificant.

The analysis shows the sensitivity in the event of a relative price change of 10%, as this corresponds to the average
annual volatility of the underlying risks. Some of the risks have fluctuated, historically, by slightly more than 10%,
while others have fluctuated by slightly less, and a 10% fluctuation has consequently been deemed to be a good aver-
age for price changes.

Estimated effect on profit Estimated effect on
31 December equity at 31 December
DKK million
Risk Price change 2010 2009 2010 2009
Oil +10% 366.0 (81.9) 0.0 298.3
-10% (326.7) 87.3 0.0 (295.6)
Gas +10% 79.9 (23.4) 0.0 0.0
-10% (79.9) 23.4 0.0 0.0
Electricity +10% (165.7) (120.0) (46.4) (1.5)
-10% 165.7 122.2 46.4 1.5
Coal +10% 16.9 1.1 0.0 0.0
-10% (16.9) (1.2) 0.0 0.0
usD +10% (25.6) (7.4) 1,431.1 613.8
-10% 25.6 7.4 (1,431.1) (613.8)
GBP +10% 21.4 49.9 (156.0) 24.7
-10% (21.4) (49.9) 156.0 (24.7)
SEK +10% 5.4 11.8 (65.7) (129.8)
-10% (5.4) (14.8) 65.7 141.1
NOK +10% (5.6) 0.0 0.0 0.0
-10% 5.6 0.0 0.0 0.0

Estimated effect on profit

The shown effect on profit is the effect from financial instruments that are open at the balance sheet date, and that
have an effect on profit in the current financial year. Besides derivative financial instruments on commodities and cur-
rency, financial instruments in this context include receivables and payables in foreign currencies.

It should be noted that the shown sensitivities only comprise the Group’s financial instruments and consequently are

not representative of the Group’s total risk profile in relation to commaodity prices and exchange rates. Furthermore,

the sensitivities only reflect the effect of changes at the balance sheet date, and not through an entire accounting pe-
riod.

Estimated effect on equity

The shown effect on equity is the effect from financial instruments that are open at the balance sheet date and affect
equity at the balance sheet date excluding instruments that affect the income statement. Here, financial instruments
include derivative financial instruments on commodities and currency, which are accounted for as hedges of cash
flows.

The table above is shown for the DONG Naturgas Group, which largely corresponds to the parent company DONG
Naturgas A/S. The scope of internal positions in the DONG Naturgas Group is estimated to be limited.
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Note 32. Derivative financial instruments
The Group uses derivative financial instruments as part of its risk management, trading and when position taking.

Breakdown by category of financial instruments:

Carrying Carrying

amount Fair value amount Fair value
DKK million 2010 2009
Assets
Derivative financial instruments held for trading 13,437.1 13,437.1 12,257.4 12,257.4
Other equity investments 77.6 77.6 60.3 60.3
Financial assets measured at fair value
via profit for the year 13,514.7 13,514.7 12,317.7 12,317.7
Derivative financial instruments entered into to hedge fu-
ture cash flows 1,479.5 1,479.5 2,370.6 2,370.6
Financial assets used as hedging instruments 1,479.5 1,479.5 2,370.6 2,370.6
Trade receivables 4,351.5 4,351.5 3,769.3 3,769.3
Other receivables 5,203.4 5,203.4 4,867.7 4,867.7
Loans and receivables 9,554.9 9,554.9 8,637.0 8,637.0
Equity and liabilities
Derivative financial instruments held for trading 12,536.6 12,536.6 11,234.7 11,234.7
Financial liabilities measured at fair value
via profit for the year 12,536.6 12,536.6 11,234.7 11,234.7
Derivative financial instruments entered into to
hedge future cash flows 2,016.9 2,016.9 2,680.3 2,680.3
Financial liabilities used as hedging instruments 2,016.9 2,016.9 2,680.3 2,680.3
Bank loans 173.7 173.7 1,608.1 1,608.1
Other payables 5,700.1 5,700.1 4,689.6 4,689.6
Financial liabilities measured at amortised cost 5,873.8 5,873.8 6,297.7 6,297.7

The fair value has been determined as the present value of expected future instalments and interest payments using
the Group’s current interest rate on loans as discount rate. The nominal value of bank overdrafts and other bank loans
was DKK 173.7 million (2009: DKK 1,608.1 million).
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Note 32. Derivative financial instruments - continued

Market value of derivative financial instruments

2010

DKK million

Commodities:
Oil swaps

Oil options

Gas swaps

Electricity swaps

Electricity options

Coal forwards

CO,

Currency:
Foreign exchange con-
tracts

Currency swaps

Currency options

Positive at 31 December

Negative at 31 December

2014- After
2011 2012 2013 2015 2015 Total

Positive 966.7 505.1 326.1 209.2 0.0 2,007.1
Negative (677.4) (417.1) (212.5) (149.4) 0.0 (1,456.4)
Positive 290.8 389.4 306.7 88.8 0.0 1,075.7
Negative (290.7) (379.1) (298.5) (95.3) 0.0 (1,063.6)
Positive 1,060.6 178.3 18.8 0.1 0.0 1,257.8
Negative (1,126.6) (208.4) (29.4) (4.8) 0.0 (1,369.2)
Positive 7,342.5 1,007.2 210.6 59.2 20.2 8,639.7
Negative (7,682.9) (922.7) (220.6) (54.0) (17.6) (8,897.8)
Positive 0.0 6.1 0.0 0.0 0.0 6.1
Negative 0.0 (7.5) (0.3) 0.0 0.0 (7.8)
Positive 1,136.5 125.4 32.2 0.0 0.0 1,294.1
Negative (1,096.8) (124.6) (27.5) 0.0 0.0 (1,248.9)
Positive 105.6 67.7 3.2 0.7 0.0 177.2
Negative (99.0) (49.3) (2.8) 0.0 0.0 (151.1)
Positive 163.8 61.2 38.0 28.1 0.0 291.1
Negative (162.4) (75.9) (61.3) (59.2) 0.0 (358.7)
Positive 0.0 233 38.1 65.5 40.8 167.7
Negative 0.0 0.0 0.0 0.0 0.0 0.0
Positive 0.0 0.0 0.0 0.0 0.0 0.0
Negative 0.0 0.0 0.0 0.0 0.0 0.0

11,066.4 2,363.8 973.8 451.5 61.0 14,916.6

(11,135.7) (2,184.5) (853.0) (362.7) (17.6) (14,553.5)
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Note 32. Derivative financial instruments - continued

Market value of derivative financial instruments

2009

DKK million

Commodities:
Oil swaps

Oil options

Gas swaps

Electricity swaps

Electricity options

Coal forwards

CO,

Currency:
Forward exchange con-
tracts

Currency swaps

Currency options

Positive at 31 December

Negative at 31 December

2013- After
2010 2011 2012 2014 2014 Total

Positive 705.7 218.9 97.0 111.2 0.0 1,132.8
Negative (567.2) (231.1) (92.6) (103.3) 0.0 (994.2)
Positive 538.4 3325 383.2 354.0 0.0 1,608.1
Negative (295.0) (332.5) (383.2) (364.2) 0.0 (1,374.9)
Positive 2,675.6 396.0 58.2 6.9 0.0 3,136.7
Negative (2,466.9) (408.3) (58.1) (6.5) 0.0 (2,939.8)
Positive 6,229.0 1,013.0 269.0 84.9 12.9 7,608.8
Negative (6,206.0) (900.8) (246.7) (86.1) (12.2) (7,451.7)
Positive 0.0 0.0 0.0 0.0 0.0 0.0
Negative (0.1) (1.1) (0.5) (1.1) 0.0 (2.8)
Positive 572.0 166.5 13.3 0.0 0.0 751.8
Negative (547.4) (154.5) (11.8) 0.0 0.0 (713.7)
Positive 34.5 37.0 16.2 0.0 0.0 87.7
Negative (34.9) (37.2) (13.6) (1.5) 0.0 (87.2)
Positive 206.0 30.9 34.5 0.0 0.0 271.4
Negative (206.9) (76.1) (67.7) 0.0 0.0 (350.7)
Positive 27.3 0.0 0.0 0.0 0.0 27.3
Negative 0.0 0.0 0.0 0.0 0.0 0.0
Positive 3.4 0.0 0.0 0.0 0.0 3.4
Negative 0.0 0.0 0.0 0.0 0.0 0.0
10,991.9 2,194.8 871.4 557.0 12.9 14,628.0

(10,324.4)  (2,141.6) (874.2) (562.7) (12.1) (13,915.0)
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Note 32. Derivative financial instruments - continued

Hedging of future cash flows:
Expected timing of transfer to income statement

2010
Recog-

Notional Fair nised in After
DKK million amount value equity 2011 2012 2013 2013
Commodities:
Electricity swaps 3,139.7 (637.6) (276.0) (270.6) (9.2) 4.6 (0.8)
Currency:
Foreign exchange con-
tracts 5,867.7 (67.6) (68.3) 0.6 (14.5) (23.3) (31.1)
Currency swaps 5,473.0 167.8 347.9 172.2 72.6 (3.3) 106.4
Total 14,480.4 (537.4) 3.6 (97.8) 48.9 (22.0) 74.5

Ineffectiveness arising from commodity price hedging was recognised under the item effect of economic hedging with
DKK 267.8 million (2009: DKK 190.3 million), see note 4, and in production costs with DKK 13.5 million (2009: loss of
DKK 116.0 million).

The fair value of electricity swaps recognised in equity, a loss of DKK 276.0 million (2009: loss of DKK 228.6 million), in-
cludes a loss of DKK 79.7 million relating to effective hedging of subsidiaries’ purchases of supplies (2009: loss of DKK
156.0 million).

Hedging of future cash flows:
Expected timing of transfer to income statement

2009
Recog-

Notional Fair nised in After
DKK million amount value equity 2010 2011 2012 2012
Commodities:
Oil swaps 3,466.0 115.8 220.7 229.5 0.4 (9.2) 0.0
Oil options 980.8 243.4 289.3 210.4 78.9 0.0 0.0
Electricity swaps 808.9 (83.0) (228.6) (154.8) (66.8) (7.0) 0.0
Currency:
Foreign exchange con-
tracts 2,952.9 (79.3) (50.5) (69.9) (68.0) 86.6 0.8
Currency swaps 243.6 27.3 102.0 27.6 74.4 0.0 0.0
Currency options 253.0 3.4 0.0 0.0 0.0 0.0 0.0
Total 8,705.2 (227.6) 332.9 242.8 18.9 70.4 0.8
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Note 32. Derivative financial instruments - continued

Hedging of fair values:

Hedged us- Hedged us-
ing ing
hedging hedging
instru- Net posi- instru- Net posi-
DKK million Receivables Liabilities ments tion Receivables Liabilities ments tion
2010 2009
Currency:
EUR 12,780.5 (12,178.7) 0.0 601.8 9,804.0  (9,104.0) 0.0 700.0
usD 4,727.3  (4,976.1) 0.0 (248.8) 4,286  (3,840.0) 0.0 442.6
GBP 2,547.3  (2,333.1) 0.0 214.2 1,283.6 (784.5) 0.0 499.1
SEK 202.1 (148.3) 0.0 53.8 287.1 (138.9) 0.0 148.2
NOK 3.1 (59.2) 0.0 (56.1) 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
20,260.3 (19,695.4) 0.00 564.9 15,657.3 (13,867.4) 0.0 1,789.9
Trading portfolio and economic hedging:
Notional Notional
DKK million amount Fair value amount Fair value
2010 2009
Oil swaps 9,833.0 550.7 410.3 22.8
Oil options 473.8 12.1 22,938.0 (10.2)
Gas swaps 1,271.7 (111.4) 1,422.0 196.9
Electricity swaps 4,961.9 379.5 9,902.3 240.1
Electricity options 27.8 (1.7) 22.8 (2.8)
Coal forwards 215.2 45.2 29.3 38.1
Cco, 406.4 26.1 105.5 0.5
17,189.8 900.5 34,830.2 485.4
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Note 32. Derivative financial instruments - continued

Fair value hierarchy of financial instruments:

Non- Non-
Observ- observ- Observ- observ-
Quoted able in- able in- Quoted able in- able in-
prices puts puts prices puts puts
DKK million (Level 1) (Level 2) (Level 3) Total (Level 1) (Level 2) (Level 3) Total
2010 2009
Derivative finan-
cial instruments 0.0 14,273.3 679.3 14,916.6 0.0 14,585.2 42.8 14,628.0
Assets 0.0 14,273.3 679.3 14,916.6 0.0 14,585.2 42.8 14,628.0
Derivative finan-
cial instruments 0.0 (13,920.4) (633.0) (14,553.4) 0.0 (13,891.8) (23.2) (13,915.0)
Liabilities 0.0 (13,920.4) (633.0) (14,553.4) 0.0 (13,891.8) (23.2) (13,915.0)

Level 2 comprises derivative financial instruments, where valuation models with observable inputs are used to meas-
ure fair value, but with discounting to present value using a discount rate set by the Group.

Level 3 comprises other derivative financial instruments in which the value of one or more key, non-observable inputs
has been estimated and where the sum of these estimated non-observable inputs may affect the fair value.

Reconciliation of financial instruments based on non-observable inputs:

Derivative fi- Derivative fi- Derivative fi- Derivative fi-
nancial in- nancial in- nancial in- nancial in-
struments struments struments struments

DKK million (assets) (liabilities) (assets) (liabilities)

2010 2009

Opening at 1 January 42.8 (23.2) 318.6 (175.8)
Gains and losses recognised in profit for the

year under revenue 49.6 9.9 (340.6) 226.3
Purchases 38.6 (54.0) 47.0 (55.9)
Other transfers to and from Level 3 548.3 (565.7) 17.8 (17.8)
Closing at 31 December 679.3 (633.0) 42.8 (23.2)

A loss in respect of assets and liabilities that are valued based on non-observable inputs and are still recognised in the
balance sheet at 31 December 2010 was recognised with DKK 44.1 million (2009:. loss of DKK 123.1 million) in the in-
come statement under revenue.

The fair value of financial instruments based on non-observable inputs is significantly affected by the non-observable
inputs used. As a result of the long-term and illiquid nature of the contracts, the fair value may change significantly in

the event of a change in the Group’s reasonable expectations relating to the non-observable inputs used.

The tables above in this note are shown for the DONG Naturgas Group, which largely corresponds to the parent com-
pany DONG Naturgas A/S. The scope of internal positions in the DONG Naturgas Group is estimated to be limited.
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Note 33. Contingent liabilities and other liabilities
At year end the Group and the parent company had the following contingent and other liabilities:

Guarantee obligations

DONG Naturgas is party to gas purchase contracts with Dansk Undergrunds Consortium (DUC), gas sales contracts and
transportation contracts with Swedegas AB, and the parent company DONG Energy A/S stands as guarantor for fulfil-
ment of these contracts. DONG Naturgas also stands as guarantor vis-a-vis Energinet.dk concerning gas sales contracts
and transportation contracts with Ruhrgas.

DONG Energy Sales B.V. is a party to electricity and gas purchase contracts.

DONG Naturgas has provided a guarantee in respect of DONG Energy Aktiebolag’s obligations in connection with the
acquisition of gas sales contracts in Sweden.

Contractual obligations

The Group and the parent company also a party to a number of long-term purchase and sales contracts that have
been concluded in the course of the Group's and the parent company's normal operations. Apart from the liabilities
already recognised, the Group and the parent company do not expect to incur any financial losses as a result of the
performance of these contracts.

Liability to pay compensation (strict liability)

According to the legislation, DONG Naturgas is liable in tort for any damage caused by the companies’ natural gas ac-
tivities, even where there is no proof of negligence (strict liability). The usual insurance has been taken out to cover
any such claims.

Litigation

The Group and the parent company are party to a number of litigation proceedings and legal disputes that are not es-
timated to have any material effect on the Group's or the parent company’s financial position, either individually or
collectively.

Other contingent liabilities

DONG Naturgas and the regional gas companies HNG and Midt-Nord have concluded an agreement under which
DONG Naturgas will provide a financial guarantee securing HNG and Midt-Nord the necessary annual income from
transportation activities to pay off their debt in 2014. From 31 December 2010, the guarantee is limited to a sum of
DKK 68 million, which will be written down successively by DKK 15 million annually from 1 January 2010 to 1 January
2012. DONG Naturgas' maximum payment obligation will also be written down by the amounts paid in total by DONG
Naturgas.

In connection with the unbundling of the former DONG Naturgas on 1 January 2003, the receiving companies, DONG
Gas Distribution, DONG Storage, DONG Naturgas and DONG Energy Gasforsyning, are liable for any obligations in the
discontinuing company that existed at the time of publication of the unbundling plan, although only up to an amount
equivalent to the added or remaining net value at the time of publication. As a consequence of the subsequent
merger between DONG Ejendomme and DONG Energy A/S, DONG Energy A/S has taken over DONG Ejendomme’s li-
ability. Likewise, DONG Naturgas has subsequently taken over DONG Individuelle Vilkar’s liability by merger.

The DONG Naturgas Group is part of a joint venture relating to an LNG terminal. The Group is jointly and severally li-
able with the other joint venturers for obligations and liability under agreements concluded.
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Note 34. Related party transactions

Related parties that have control over the Group and the parent company comprise DONG Energy A/S and the Danish
State, represented by the Danish Ministry of Finance, which has a majority holding in the parent company DONG En-

ergy.
Related parties that exercise significant influence comprise the companies’ Boards of Directors and Executive Boards,
senior executives and close members of their families. Related parties also comprise companies in which the persons
referred to above have significant influence and group enterprises and associates in the DONG Energy Group.

DONG Naturgas A/S sells products to related parties on arm’s length terms in the course of its normal operations.

The Group was involved in the following transactions with related parties in the financial year under review.

Group Group enterprises Associates Joint ventures

DKK million 2010 2009 2010 2009 2010 2009
Dividends paid (1,258.0) (3,479) 0.0 0.0 0.0 0.0
Dividends received 0.0 0.0 7.5 7.5 0.0 0.0
Sales of products and services 4,547.1 3,752.5 0.0 307.6 0.6 0.6
Purchases of products and services (4,459.3)  (3,290.7) (2.4) (51.0) 0.0 0.0
Interest, net (3.2) (32.7) 0.0 0.0 0.0 0.0
Receivables 4,351.5 3,086.7 0.0 1.0 0.3 0.3
Payables (2,765.1) (2,523.5) 0.0 0.0 0.0 0.0
Parent company Group enterprises Associates Joint ventures

DKK million 2010 2009 2010 2009 2010 2009
Dividends paid (1,258.0) (3,479) 0.0 0.0 0.0 0.0
Dividends received 20.0 20.0 7.5 7.5 0.0 0.0
Sales of products and services 10,848.3 9,795.8 0.0 307.6 0.6 0.6
Purchases of products and services (4,492.0)  (3,260.8) (2.4) (39.1) 0.0 0.0
Interest, net (42.3) (62.5) 0.0 0.0 0.0 0.0
Receivables 5,252.2 4,350.9 0.0 1.0 0.3 0.3
Payables (2,870.5)  (2,191.3) 0.0 0.0 0.0 0.0

Specific transactions:

Under Sections 24, 25 and 99 of the Danish Natural Gas Supply Act, DONG Naturgas has been granted a licence to en-
gage in natural gas supply activities on firm terms on the conditions laid down in the Danish Natural Gas Supply Act.
Accordingly, the licence to engage in natural gas supply activities on firm terms has been granted for a period up to
2013.

On 1 March 2005, DONG Naturgas sold its share of the pipeline that connects the Tyra West platform in the Danish
sector of the North Sea with the F3 platform in the Dutch sector to DONG Energy Pipelines. In connection with the ac-
quisition a lease was signed between DONG Naturgas and DONG Energy Pipelines under which DONG Naturgas leases
the transportation capacity in the pipeline from 1 March 2005 to 1 March 2025. Reference is made to note 22.

The parent company has had transactions with group enterprises as part of its responsibility for the trading function
for the DONG Energy Group’s companies in relation to commodity instruments etc. Furthermore, balances with group

enterprises have been established as part of the normal financing of the Group’s activities.

Remuneration to the Board of Directors and the Executive Board is disclosed in note 5.
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Note 35. Description of accounting policies
Basis of preparation

Consolidated financial statements

The consolidated financial statements include the parent company DONG Naturgas A/S and subsidiaries in which
DONG Naturgas A/S has the power to govern the financial and operating policies so as to obtain a return or other
benefits from the subsidiary’s activities. Control exists when DONG Naturgas A/S holds, directly or indirectly, more
than 50% of the voting rights or otherwise has the power to control the subsidiary in question.

Enterprises over which the Group exercises significant influence, but not control, are accounted for as associates. Sig-
nificant influence is typically achieved by holding or having the ability to exercise, directly or indirectly, more than 20%
but less than 50% of the voting rights, although this is based on a specific assessment of the possibility of exercising in-
fluence.

The consolidated financial statements have been prepared as a consolidation of the parent company’s and the indi-
vidual subsidiaries’ financial statements, in accordance with the Group’s accounting policies. Intragroup income and
expenses, shareholdings, balances and dividends as well as realised and unrealised gains and losses arising from in-
tragroup transactions are eliminated on consolidation. Unrealised gains resulting from transactions with associates
are eliminated to the extent of the Group’s investment in the enterprise. Unrealised losses are eliminated in the same
way as unrealised gains, but only to the extent that there is no evidence of impairment.

Investments in subsidiaries are offset against the proportionate share of the fair value of the subsidiaries' identifiable
net assets and recognised contingent liabilities at the date of acquisition or formation.

The items in the subsidiaries’ financial statements are recognised in full in the consolidated financial statements. Non-
controlling interests’ share of profit for the year and of equity of subsidiaries that are not wholly-owned is recognised
as part of the Group's profit and equity respectively, but disclosed separately.

Business combinations

Enterprises acquired or formed during the year are recognised in the consolidated financial statements from the date
of acquisition or formation. Enterprises disposed of during the year are recognised in the consolidated income state-
ment up to the date of disposal. Comparative figures are not restated to reflect acquisitions or disposals; however,
discontinued operations are presented separately, see below.

On acquisition of enterprises whereby the parent company obtains control of the acquiree, the purchase method is
applied. The acquiree’s identifiable assets, liabilities and contingent liabilities are measured at fair value at the acqui-
sition date. Identifiable intangible assets are recognised if they are separable or arise from a contractual right, and the
fair value can be measured reliably. Deferred tax on revaluations is taken into account.

The date of acquisition is the date on which DONG Naturgas A/S gains actual control of the acquiree.

The excess of the cost of the acquiree over the fair value of the identifiable assets acquired and liabilities and contin-
gent liabilities assumed (goodwill) is recognised as goodwill under intangible assets. Goodwill is not amortised, but is
tested annually for impairment. The first impairment test is carried out before the end of the year of acquisition. On
acquisition, goodwill is allocated to the cash-generating units, which subsequently form the basis for the impairment
test. Goodwill and fair value adjustments in connection with the acquisition of a foreign entity with a functional cur-
rency that is different from the presentation currency (DKK) of the DONG Naturgas Group are accounted for as assets
and liabilities belonging to the foreign entity and translated into the foreign entity's functional currency at the ex-
change rate at the transaction date. Any excess of the fair value over the cost of acquisition (negative goodwill) is rec-
ognised in the income statement at the date of acquisition.

Page 72/85



DONG Naturgas A/S — Annual Report 2010

The cost of an enterprise consists of the fair value of the consideration paid plus costs that can be directly attributed
to the acquisition. If parts of the consideration are contingent on future events, these parts are recognised in the cost
to the extent that the events are probable and the consideration can be measured reliably.

If there is any uncertainty, at the acquisition date, concerning the measurement of identifiable assets acquired and li-
abilities and contingent liabilities assumed, initial recognition is based on provisional fair values. If the fair value of
identifiable assets, liabilities and contingent liabilities subsequently proves to differ from the fair value assumed at the
acquisition date, goodwill may be adjusted for up to twelve months following their acquisition. The effect of any such
adjustments is recognised in opening equity, and the comparative figures are restated accordingly. Subsequently,
goodwill is only adjusted as a consequence of changes in estimated contingent purchase consideration, except in the
case of material errors; however, subsequent realisation of the acquiree’s deferred tax assets that were not recog-
nised at the acquisition date leads to recognition of the tax benefit in the income statement and simultaneous write-
down of the carrying amount of goodwill to the amount that would have been recognised if the deferred tax asset had
been recognised as an identifiable asset at the acquisition date.

Gains or losses on disposal of subsidiaries and associates are determined as the difference between the selling price
and the carrying amount of net assets including goodwill at the date of disposal and costs necessary to make the sale.
Where a business combination involves successive acquisitions, each significant acquisition is treated separately with
a view to determining the cost and fair value of the acquired identifiable assets, liabilities and contingent liabilities, in-
cluding any goodwill. Gains or losses on disposal of subsidiaries and associates are recognised in the income statement
in the item gain on disposal of enterprises.

The fair value of the identifiable assets, liabilities and contingent liabilities may be different at the date of each acqui-
sition. Where a transaction results in the acquirer obtaining control of the acquiree, previously acquired shares of
identifiable assets, liabilities and contingent liabilities relating to the already acquired investments are remeasured at
fair value at the acquisition date. The remeasurement is accounted for as a revaluation, which is recognised via equity.

Foreign currency translation

For each of the reporting enterprises in the Group, a functional currency is determined. The functional currency is the
currency of the primary economic environment in which the individual reporting enterprise operates. Transactions in
other currencies than the functional currency are accounted for as transactions in foreign currencies.

On initial recognition, transactions in foreign currencies are translated into the functional currency at the exchange
rates at the transaction date. Exchange differences arising between the exchange rate at the transaction date and at
the date of payment are recognised in the income statement as financial income or financial expenses.

Receivables, payables and other monetary items in foreign currencies are translated into the functional currency at
the exchange rates at the balance sheet date. The difference between the exchange rates at the balance sheet date
and at the date at which the receivable or payable arose or was recognised in the latest annual report is recognised in
the income statement as financial income or financial expenses.

Gains and losses on hedging transactions relating to purchases and sales of goods are recognised at the same time as
and in the same item as the hedged item.

On recognition in the consolidated financial statements of enterprises with a different functional currency than DKK,
the income statement items are translated at the exchange rates at the transaction date and the balance sheet items
are translated at the exchange rates at the balance sheet date. An average exchange rate for each month is used as
the exchange rate at the transaction date to the extent that this does not significantly distort the presentation of the
underlying transactions. Exchange differences arising on translation of the opening equity of these enterprises at the
exchange rates at the balance sheet date and on translation of the income statements from the rates at the transac-
tion date to the exchange rates at the balance sheet date are recognised directly in equity under a separate transla-
tion reserve.

On recognition in the consolidated financial statements of associates with a different functional currency than DKK,
the share of profit for the year is translated using an average exchange rate, and the share of equity including goodwill
is translated at the exchange rates at the balance sheet date. Exchange differences arising on translation of the share
of foreign associates’ opening equity at the exchange rates at the balance sheet date and on translation of the share
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of profit for the year from average rates to the exchange rates at the balance sheet date are recognised directly in eg-
uity under a separate translation reserve.

On complete or partial disposal of a foreign entity, or on repayment of balances that are considered part of the net in-
vestment, the share of the cumulative exchange adjustments that is recognised directly in equity relating to that for-
eign entity is recognised in the income statement when the gain or loss on disposal is recognised.

Derivative financial instruments
Derivative financial instruments and loans are used to hedge currency risks, interest rate risks and price risks related
to the price of oil, electricity, coal and natural gas.

Derivative financial instruments are recognised from the trade date under receivables (positive fair values) and other
payables (negative fair values) respectively, and are measured in the balance sheet at fair value. Costs directly related
to the acquisition or issue of the individual financial instrument (transaction costs) are added to the fair value on initial
recognition, unless the financial asset or the financial liability is measured at fair value through the income statement.
Positive and negative fair values are only offset if the enterprise is entitled to and intends to settle several financial in-
struments net (in cash). The fair value of derivative financial instruments is determined on the basis of current market
data and recognised valuation methods.

Changes in the fair value of derivative financial instruments designated as and qualifying for recognition as hedges of
the fair value of a recognised asset or liability are recognised in the income statement together with changes in the
value of the hedged asset or liability to the extent of the hedged risk. Hedging of future cash flows of contracts con-
cluded (firm commitment) is accounted for as hedging of the fair value of a recognised asset or liability, except in the
case of foreign currency hedging.

Changes in the portion of the fair value of derivative financial instruments and foreign exchange adjustments of loans
that is designated as and qualifies for recognition as a hedge of future cash flows and that provides an effective hedge
against changes in the value of the hedged item are recognised directly in equity under a separate hedging reserve un-
til the hedged transaction is realised. In the case of options used as hedges, only the intrinsic value of the option is ac-
counted for as a hedge. On realisation of the hedged transaction the resulting gain or loss is transferred from equity
and recognised in the same item as the hedged item; however, on hedging of the proceeds from future loans, the re-
sulting gain or loss is transferred from equity over the term of the loan.

Value adjustments of financial instruments that have been entered into to hedge revenue but do not satisfy the crite-
ria for hedge accounting are recognised as revenue. Likewise, value adjustments of financial contracts offered to cus-
tomers with a view to price hedging are recognised as revenue. This classification is judged to best reflect the results
of the Group’s and parent company’s operations.

For derivative financial instruments that have not been entered into to hedge revenue or production costs, changes in
fair value are recognised in the income statement as financial items when they occur.

Some contracts entail terms that correspond to derivative financial instruments. Such embedded derivatives are rec-
ognised separately and measured on a continuing basis at fair value if they differ significantly from the contract in
question, unless the host contract is recognised and measured at fair value on a continuing basis.

Under IFRS, contracts that involve physical delivery of commodities are, in certain circumstances, accounted for as de-
rivative financial instruments. Based on an evaluation of the purpose of the Group’s commodity contracts and the
connection between that purpose and the Group’s other activities, the Group’s contracts that involve physical delivery
of commodities generally satisfy the criteria for exemption from classification as derivative financial instruments for
normal sale and purchase contracts (“normal sale and purchase” exemption). Only contracts that lead to physical de-
livery of commodities and are entered into by DONG Naturgas in the course of the Group’s trading activities or as part
of certain hedging activities are accounted for and measured as derivative financial instruments.
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Income statement

Revenue

Revenue comprises sales of natural gas and related services. Revenue is recognised in the income statement if deliv-
ery and transfer of risk to buyer have taken place before the end of the financial year, and if the income can be meas-
ured reliably and is expected to be received. Revenue is measured at the fair value of the agreed remuneration ex-
cluding VAT and duties collected on behalf of third parties. All forms of discounts granted are recognised in revenue.

The provision of services (consultancy services etc.) is recognised as revenue by reference to the stage of completion
to the effect that revenue corresponds to the selling price of the work performed during the year (percentage of com-
pletion method).

Physical and financial contracts relating to trading in gas, electricity, CO, rights etc., that are concluded in the course
of trading activities with a view to generating gains from short-term price fluctuations are market value adjusted un-
der revenue.

Value adjustments of financial instruments that have been entered into to hedge revenue but do not satisfy the crite-
ria for hedge accounting are recognised as revenue. Likewise, value adjustments of financial contracts offered to cus-
tomers with a view to price hedging are recognised as revenue, cf. the description under “Derivative financial instru-
ments”.

Production costs etc.
Production costs, which comprise costs, including cost of sales, depreciation and amortisation, wages and salaries, re-
lated to the natural gas and related services sold during the year, are recognised in the income statement as incurred.

Sales and marketing

Sales and marketing, which comprises expenses for negotiation and conclusion of purchase and sales contracts relat-
ing to natural gas, and marketing of DONG Naturgas and DONG Naturgas’ products, is recognised in the income
statement as incurred. This item includes direct expenses as well as allocated indirect expenses for sales and market-
ing.

Management and administration

Management and administration, comprising primarily staff costs for management and administrative staff, is recog-
nised in the income statement as incurred. This item includes direct expenses as well as allocated indirect expenses
for management and administration.

Other operating income and expenses

Other operating income and expenses comprise items secondary in nature to the Group’s and the parent company's
activities, including gains and losses on ongoing disposal and replacement of intangible assets and property, plant and
equipment. Other income and expenses are recognised as earned/incurred. Gains and losses on disposal of intangible
assets and property, plant and equipment are determined as the selling price less costs to sell and the carrying
amount at the date of disposal.

Government grants
Allocated CO, rights are recognised as inventories. Reference is made to the description of the accounting policies un-
der the relevant sections.

Income from investments in associates in the consolidated financial statements
The proportionate share of associates’ profit after tax and after elimination of the proportionate share of intragroup
profits/losses is recognised in the consolidated income statement.

Dividends from investments in subsidiaries and associates in the parent company financial statements

Dividends from investments in subsidiaries and associates are recognised in the income statement in the financial year
in which they are declared.
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Financial income and Financial expenses

Financial income and financial expenses comprise interest income and expense, capital gains and losses and impair-
ment losses relating to securities, payables and transactions denominated in foreign currencies, amortisation of finan-
cial assets and liabilities, including lease commitments under finance leases, as well as surcharges and refunds under
the on-account tax scheme etc. Financial income and financial expenses also include realised and unrealised gains and
losses relating to derivative financial instruments that have not been entered into to hedge revenue or production
costs. Interest is recognised under the accrual basis of accounting.

Borrowing costs relating to general borrowing or loans directly attributable to the acquisition, construction or devel-
opment of qualifying assets form part of the cost of such assets.

Income tax expense

The DONG Energy Group is subject to the Danish rules on compulsory joint taxation and has also elected international
joint taxation with the Group’s foreign subsidiaries. The Group’s subsidiaries are included in the joint taxation from
the date they are included in the consolidation in the consolidated financial statements and up to the date on which
they are no longer included in the consolidation.

The parent company DONG Energy A/S is the management company as far as concerns the joint taxation and conse-
quently settles all payments of income tax with the tax authorities.

The current Danish income tax is allocated among the jointly taxed Danish subsidiaries in proportion to their taxable
income. In this connection Danish subsidiaries with tax losses receive joint taxation contributions from the parent
company equivalent to the tax base of the tax losses utilised (full absorption), while companies that utilise tax losses
in other Danish companies pay joint taxation contributions to the parent company equivalent to the tax base of the
utilised losses.

Income tax expense, which consists of current tax, joint taxation contribution for the year and changes in deferred tax
—including as a consequence of changes in tax rates - is recognised in the income statement to the extent that it re-
lates to profit for the year, and directly in equity to the extent that it relates to entries directly to equity.

The Group is registered for the Danish on-account tax scheme. Tax refunds/tax surcharges are allocated between the
jointly taxed Danish companies in accordance with the allocation of the Danish income tax and recognised as financial
income and financial expenses respectively.

Balance sheet

Goodwill

Goodwill is measured initially in the balance sheet at cost as described under business combinations. Subsequent to
initial recognition, goodwill is measured at cost less accumulated impairment losses. Goodwill is not amortised. The
carrying amount of goodwill is allocated to the Group’s cash-generating units at the acquisition date. The determina-
tion of cash-generating units follows the Group’s organisational and internal reporting structure.

Rights
Rights comprise gas purchase rights, acquired customer rights and IT software licences etc., and are measured at cost
less accumulated amortisation and impairment losses.

Gas purchase rights are amortised using the unit-of-production method, taking into account the expected earnings
profile, so that the amortisation pattern reflects the expected earnings patterns. Other rights are amortised on a
straight-line basis over their expected economic lives, which are determined on the basis of management's experience
of the specific business areas, and the assets to which the rights relate. Capitalised rights are estimated to have a life
of 5 - 20 years.

Development projects
Development projects comprise development of IT systems etc.

Development projects that are clearly defined and identifiable, and for which technical feasibility, adequate resources
and a potential future market or an application in the enterprise can be demonstrated, and which the enterprise in-

tends to manufacture, market or use, are recognised as intangible assets if the cost can be determined reliably and if
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there is reasonable certainty that the future earnings or the net selling price will cover production costs, selling costs,
administrative expenses and development costs. Other development costs are recognised in the income statement
when incurred.

Recognised development costs are measured at cost less accumulated amortisation and impairment losses. Cost com-
prises salaries, amortisation and other costs attributable to the company’s development activities as well as borrowing
costs relating to specific and general borrowing directly attributable to the development of development projects.

On completion of the development work, development projects are amortised on a straight-line basis over the esti-
mated economic life from the date the asset is available for use. The amortisation period is usually five years. The ba-
sis of amortisation is reduced by any impairment losses.

Amortisation and impairment losses relating to intangible assets are recognised in the income statement as produc-
tion costs, sales and marketing, and management and administration respectively.

Property, plant and equipment
Property, plant and equipment comprise land and buildings, production assets, and other tools and equipment. Prop-
erty, plant and equipment are measured at cost less accumulated depreciation and impairment losses.

Cost comprises purchase price and any costs directly attributable to the acquisition until the date the asset is available
for use. The cost of self-constructed assets comprises direct and indirect costs of materials, components, subsuppliers
and labour. Financial expenses that can be attributed to a preparation or production period are recognised in the in-
come statement under financial expenses. Specific and general borrowing costs attributable to a construction period
are recognised in the cost of the asset constructed. Cost is increased by the present value of the estimated costs for
dismantling and removing the asset and restoring the site to the extent that they are recognised as a provision. Where
individual components of an asset have different useful lives, they are accounted for as separate items, which are de-
preciated separately.

In the case of assets held under finance leases, cost is determined as the lower of the fair value of the assets and the
present value of future minimum lease payments. The present value is determined using the interest rate implicit in
the lease as the discount rate or an approximated value.

Subsequent costs, for example in connection with replacement of parts of an item of property, plant and equipment,
are recognised in the carrying amount of the asset in question when it is probable that future economic benefits will
flow to the Group from the expenses incurred. Replaced parts are derecognised from the balance sheet, and their car-
rying amount is taken to the income statement. All other general repair and maintenance expenses are recognised in
the income statement as incurred.

Development and construction costs relating to property, plant and equipment are recognised in the balance sheet,
until entry into service, under property, plant and equipment under construction. Following entry into service, these

assets are transferred to the relevant items under property, plant and equipment.

In the case of natural gas activities, cost is depreciated using the unit-of-production method, taking into account the
expected earnings profile, so that the depreciation pattern reflects the expected earnings patterns.

In the case of other property, plant and equipment, cost is basically depreciated on a straight-line basis over the esti-
mated future useful lives.

Depreciation periods for property, plant and equipment:

Buildings used for own purposes 20 years
Production assets:
Gas treatment plant 2 20 - 40 years
Marine pipelines 2 20 - 40 years
Fixtures and fittings, tools and equipment 3-10vyears
Assets under construction * Not depreciated

Y Land is not depreciated.
Y The depreciation profile takes account of the fact that the earnings profile changes substantially over the life of the asset.
3 Depreciation does not commence until the date of entry into service, at which date the assets are transferred to production assets.
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The basis of depreciation is determined on the basis of the asset's residual value less any impairment losses. The re-
sidual value is determined at the acquisition date and reassessed annually. Depreciation ceases if the residual value
exceeds the carrying amount.

If the depreciation period or the residual value changes, the effect on depreciation is recognised prospectively as a
change in accounting estimates.

Depreciation and impairment losses are recognised in the income statement as Production costs, Sales and marketing,
and Management and administration respectively, to the extent that depreciation is not recognised in the cost of self-
constructed assets.

Gains and losses on disposal of property, plant and equipment are determined as the difference between the selling
price less selling costs and the carrying amount at the date of disposal. Gains and losses are recognised in the income
statement as Other operating income or Other operating expenses.

Investments in subsidiaries and associates in the parent company financial statements
Investments in subsidiaries and associates are measured at cost. Cost is written down to recoverable amount when-
ever the cost exceeds the recoverable amount.

Investments in associates in the consolidated financial statements

Investments in associates are measured in the consolidated financial statements using the equity method whereby
the investments are measured in the balance sheet at the proportionate share of the associates’ net assets deter-
mined in accordance with the Group’s accounting policies, plus or minus the carrying amount of goodwill.

Associates with a negative equity value are measured at nil. If the Group has a legal or constructive obligation to cover
the associate’s deficit, the obligation is recognised as a liability.

On acquisition of investments in associates the purchase method is applied, cf. the description under “Business com-
binations”.

Other equity investments

Other equity investments are recognised initially in the balance sheet at fair value plus transaction costs and are sub-
sequently measured at fair value. For listed securities, this corresponds to the market price at the balance sheet date.
In the case of unlisted securities, an estimated fair value is used, if this is considered reliable; alternatively, cost is
used, after deduction of any impairment losses.

Non-current receivables
Non-current receivables include non-current loans to customers.

Impairment of non-current assets
Goodwill and intangible assets with an indefinite useful life are tested for impairment annually, initially before the end
of the year of acquisition. In-process development projects are also tested annually for impairment.

The carrying amount of goodwill is tested for impairment, along with the carrying amounts of the other non-current
assets of the cash-generating unit to which the goodwill has been allocated, and written down to the recoverable
amount in the income statement if the carrying amount exceeds the recoverable amount. The recoverable amount is
generally determined as the present value of the expected future net cash flows from the enterprise or activity (cash-
generating unit) to which the goodwill relates.

Deferred tax assets are reviewed annually and recognised only to the extent that it is probable that they will be util-
ised.

The carrying amounts of other non-current assets are tested annually to determine if any indication of impairment ex-
ists. If any such indication exists, the asset’s recoverable amount is determined. The recoverable amount is the higher
of an asset’s fair value less expected disposal costs and its value in use. The value in use is determined as the present
value of the expected future cash flows from the asset or cash-generating unit to which the asset belongs.
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An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its re-
coverable amount. Impairment losses are recognised in the income statement under production costs and administra-
tive expenses respectively; however, impairment losses relating to goodwill are recognised as a separate line item in
the income statement.

Impairment losses relating to goodwill are not reversed. Impairment losses relating to other assets are reversed to the
extent that the assumptions or estimates that led to the impairment have changed. Impairment losses are only re-
versed to the extent that the asset’s new carrying amount does not exceed the value of the asset after depreciation
had no impairment losses been charged.

Inventories
Inventories consist of natural gas in storage facilities and in natural gas pipelines, and acquired CO, rights.

In the case of natural gas, cost is determined as a weighted average of the previous month’s buying prices, including
transportation costs.

Allocated and acquired CO, rights are measured initially at cost. To the extent that a grant is received in connection
with an allocation, the cost constitutes the actual consideration paid for the rights, i.e. nil if the rights are allocated
free of charge.

Allocated and acquired CO, rights that form part of the Group’s trading activities with a view to generating gains from
short-term price fluctuations are measured at fair value with value adjustments recognised in the income statement.

Other inventories are measured at the lower of cost using the first-in, first-out principle (FIFO) and net realisable
value. The net realisable value of inventories is determined as the expected selling price less any costs of completion
and costs incurred to execute the sale, and is determined taking into account marketability, obsolescence and devel-
opment of expected selling price.

Receivables
Receivables are measured at amortised cost. Write-downs are made for bad and doubtful debts if there is any indica-
tion of impairment. Write-downs are made at both individual and portfolio level.

Other receivables
Other receivables include positive fair values of derivative financial instruments etc.

Prepayments
Prepayments comprise expenses paid in respect of subsequent financial years and are measured at cost.

Equity

Hedging reserve

The hedging reserve comprises the accumulated net change in the fair value of hedging transactions that qualify for
designation as hedges of future cash flows, and where the hedged transaction has yet to be realised, less the related
tax.

Translation reserve

The translation reserve comprises exchange differences arising on translation of the financial statements of foreign
entities with a functional currency that is different from the presentation currency (DKK) of the DONG Naturgas
Group, foreign exchange adjustments relating to assets and liabilities that form a part of the Group’s net investment in
such entities, and foreign exchange adjustments relating to hedging transactions that hedge the Group’s net invest-
ment in such entities, less the related tax.

The foreign exchange adjustments are recognised in the income statement on realisation or partial realisation of the
net investment.

Dividends

Proposed dividends are recognised as a liability at the date of their adoption at the Annual General Meeting (declara-
tion date). Up to the declaration date, proposed dividends are disclosed as a separate item under equity.
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Income tax and deferred tax
Current tax payable and receivable is recognised in the balance sheet as tax computed on the taxable income for the
year, adjusted for tax on the taxable income of prior years and for taxes paid on account.

Deferred tax is measured using the balance sheet liability method, providing for all temporary differences between
the carrying amounts and the tax base of assets and liabilities. However, temporary differences are not provided for in
respect of goodwill not deductible for tax purposes, office properties and other items - apart from business combina-
tions - where temporary differences have arisen at the acquisition date without having any effect on either profit/loss
or taxable income. Where different tax rules can be applied to determine the tax base, deferred tax is measured on
the basis of management’s planned use of the asset or settlement of the liability respectively.

Deferred tax assets, including the tax base of tax loss carryforwards, are recognised as other non-current assets at the
value at which they are expected to be utilised either by elimination against tax on future earnings or by set-off
against deferred tax liabilities within the same legal tax entity and jurisdiction.

Deferred tax assets and deferred tax liabilities are offset if the enterprise has a legally enforceable right to set off cur-
rent tax assets and current tax liabilities or intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

Adjustment of deferred tax is made relating to eliminations of unrealised intragroup profits and losses. Deferred tax is
measured in accordance with the tax rules and tax rates in the respective countries that will apply under the legisla-
tion enacted at the balance sheet date when the deferred tax is expected to crystallise in the form of current tax.
Changes in deferred tax as a result of changes in tax rates are recognised in the income statement.

Pensions

The Group has entered into pension agreements and similar agreements with most of the Group’s employees. Contri-
butions to insured (defined contribution) pension plans are recognised in the income statement in the period to which
they relate, and any contributions payable are recognised in the balance sheet as other payables.

Provisions

Provisions are recognised when, as a result of an event occurring before or at the balance sheet date, the Group has a
legal or constructive obligation, the settlement of which is expected to result in an outflow from the company of re-
sources embodying economic benefits.

Provisions for decommissioning of production facilities and restoration of drilling sites are measured at the present
value of the future liability in respect of decommissioning and restoration as estimated at the balance sheet date. The
amount provided is determined on the basis of existing requirements and estimated expenses, which are discounted
to present value. If specific risks are deemed to attach to a provision, the estimated costs are recognised. A discount
rate is used that reflects the general interest rate level in the market. These liabilities are recognised as they arise and
are adjusted on a regular basis to reflect changes in requirements, price level etc. The value of the provision is recog-
nised under property, plant and equipment and depreciated together with the relevant assets. The increase in time of
the present value is recognised in the income statement under financial expenses.

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from a con-
tract are lower than the unavoidable cost of meeting its obligations under the contract.

If it is considered unlikely that an outflow of resources embodying economic benefits will be required to settle an obli-

gation, or if the obligation cannot be measured reliably, the obligation is accounted for as a contingent liability that is
not recognised in the balance sheet. Information about material contingent liabilities is disclosed in the notes.
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Financial liabilities

Financial liabilities comprise bank loans, trade and other payables to public authorities etc. Mortgage loans and other
bank loans are recognised at inception at the proceeds received net of transaction costs incurred. In subsequent peri-
ods, the financial liabilities are measured at amortised cost using the “effective interest rate method”. Accordingly,
the difference between the proceeds received and the nominal amount is recognised in the income statement under
financial expenses over the term of the loan.

Other bank loans include the capitalised residual lease commitment under finance leases, measured at amortised
cost.

Trade payables, payable income tax and other payables are measured at net realisable value. Other payables include
negative fair values of derivative financial instruments etc.

Financial liabilities the value of which has been effectively hedged are adjusted to fair value to the extent of the
hedged risk. The value adjustment is recognised in the income statement as financial income or financial expenses.

Leasing
Lease commitments are accounted for as commitments under finance leases and commitments under operating
leases respectively.

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership of
the leased asset. Other leases are classified as operating leases.

The accounting treatment of assets held under finance leases and the associated liability is described in the sections
on property, plant and equipment and financial liabilities.

Lease payments under operating leases are recognised in the income statement over the term of the lease on a
straight-line basis.

Deferred income
Deferred income comprises payments received in respect of income in subsequent years, measured at cost.

Deferred income includes the value of unrecognised amounts in respect of natural gas delivered under contract,
which is recognised at realisable value. The value of natural gas free of charge delivered under contract is spread pro-
portionally over the remaining contract period with a view to accounting for purchased goods on an accruals basis.

Cash flow statement

The cash flow statement shows cash flows for the year from operating, investing and financing activities, the year's
changes in cash and cash equivalents, and cash and cash equivalents at the beginning and end of the year.

The cash flow effect of acquisitions and disposals of enterprises is disclosed separately under cash flows from invest-
ing activities. Cash flows relating to acquired enterprises are recognised in the statement of cash flows from the date
of acquisition, and cash flows relating to enterprises disposed of are recognised up to the date of disposal.

Cash flows from operating activities are determined using the indirect method as operating profit adjusted for non-
cash operating items, changes in working capital, interest received and interest paid, dividends received, and income
tax paid.

Cash flows from investing activities comprise payments in connection with acquisition and disposal of enterprises and
activities; purchase and sale of intangible assets, property, plant and equipment and other non-current assets; and

purchase and sale of securities that are not recognised as cash and cash equivalents.

Finance leases are accounted for as non-cash transactions.
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Cash flows from financing activities comprise changes in the size or composition of share capital and costs associated
with such changes as well as the raising of loans, repayment of interest-bearing debt, purchases and sales of treasury
shares and payment of dividends to owners.

Cash flows relating to assets held under finance leases are recognised as payment of interest and repayment of debt.

Cash and cash equivalents comprise cash as well as securities that form part of the ongoing cash management, are
readily convertible to cash and are subject to an insignificant risk of changes in value.

Cash flows in currencies other than the functional currency are translated at the average exchange rates for the
month in question, unless these deviate significantly from the rates at the transaction date.

Segment information

Operating segments are reported in accordance with the DONG Naturgas Group’s internal management reporting,
which is presented to the Group’s chief operating decision maker. The operating decision maker is defined as the Ex-
ecutive Board. Segment information has been prepared in accordance with the Group’s accounting policies.

Segment income, segment expense, segment assets and segment liabilities are those items that, in the internal man-
agement reporting, are directly attributable to the individual segment or can be indirectly allocated to the individual
segment on a reliable basis.

The Group operates with two measures of performance, with EBITDA as the primary measure of performance, and
EBIT as the secondary measure of performance. EBITDA is defined as earnings before interest, tax, depreciation and
amortisation. EBIT is defined as earnings before interest and tax. Non-current segment assets comprise those non-
current assets that are directly employed by a segment in its operating activities, including intangible assets; property,
plant and equipment; and non-current receivables. Deferred tax, investments in associates and other equity invest-
ments are not allocated to individual segments, as they are not directly employed by the individual segment in its op-
erating activities.

Segment investments comprise investments in intangible assets and property, plant and equipment.
Segment information in respect of geographical markets is determined by breaking revenue down, as far as possible,
by customer location based on supply point. Assets are broken down geographically based on the physical location of

the assets, and comprise intangible assets and property, plant and equipment.

Intersegment transactions are priced on arm’s length terms.
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FINANCIAL RATIOS

Unless otherwise stated, financial ratios have been calculated in accordance with the Danish Society of Financial Ana-

lysts' “Recommendations & Financial Ratios 2010”.

Financial ratios have been calculated as follows:

EBITDA margin

EBIT margin

Earnings per share (EPS) of DKK 1,000 X

Dividend per share of DKK 1,000

Free cash flows to equity (with acquisitions)

Free cash flows to equity (without acquisitions)

Net interest-bearing debt

Invested capital

Financial gearing

Earnings before interest, tax, depreciation and amortisation
Revenue

Earnings before interest and tax
Revenue

Profit

Average number of shares Y

Dividend

Average number of shares Y

Cash flows from operating activities and investing activities 3

Cash flows from operating activities and investing activities, plus/minus
cash flows from acquisitions and disposals of enterprises 2

Interest-bearing liabilities — interest-bearing assets 3

Equity plus/minus gains/losses relating to hedging instruments on eg-
uity + net interest-bearing debt 2

Net interest-bearing debt
Total equity

1) Average number of shares is defined as share capital in denominations of DKK 100.

2) The definition deviates from the Danish Society of Financial Analysts' “Recommendations & Financial Ratios 2010”.

3) Bank overdrafts that are included in the cash flow statement as cash and cash equivalents are included as negative interest-bearing assets.
4) Earnings per share (EPS) is determined in accordance with IAS 33.
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Note 36. Group structure

DONG Naturgas A/S
CVR No. 27210538

DONG Energy
Gasforsyning A/S
CVR No. 27210481

DONG Energy
Sales B.V.
Reg. No. 20121827

DONG Energy
Pipelines A/S
CVR No. 27921825

DONG Energy
Markets GmbH
Amtsgericht
Gelsenkirchen
Reg. No. HRB5985HL

DONG Energy
Markets B.V.
Reg. No. 37112686

Stadtwerke Libeck
GmbH
Amtsgericht Libeck
Reg. No. HRB4901HL

DONG Energy
Aktiebolag
Reg. No. 556626-
9345

50%

DONG Energy
Sales GmbH
Amtsgericht Libeck
Reg. No. HRB5985HL

DONG Energy Ger-
many AG
Amtsgericht Libeck
Reg. No. HRB15929

100%

FordonsGas Sverige
Aktiebolag
Reg. No. 556626-
9345

100% 100%
100% 100%
100% 100%
25.1% 83.6%
100%
100%
100%

DONG Energy
Service 1 A/S
CVR No. 32472907

100%

DONG Energy Finan-
cial Solutions GmbH
Amtsgericht Lubeck
Reg. No. HRB22196

DEEMnr. 1
2008 A/S
CVR No. 31849292

DONG Energy
Service 2 A/S
CVR No. 33474047
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Note 34. Group structure - continued

Name of company

DONG Naturgas A/S

DONG Energy Gasforsyning A/S
DONG Energy AB

Fordonsgas Sverige AB

DONG Energy Markets BV
DONG Energy Markets GmbH
DONG Energy Pipelines A/S

DONG Energy Sales BV

DONG Energy Sales GmbH

Stadtwerke Libeck GmbH

DONG Energy Germany AG

DONG Energy Financial Solutions GmbH
DE EM nr. 1 2008 A/S

DONG Energy Service 1 A/S

DONG Energy Service 2 A/S

Registered office

Fredericia, Denmark
Fredericia, Denmark
Gothenburg, Sweden
Gothenburg, Sweden
Amsterdam, the
Netherlands
Dorsten, Germany
Fredericia, Denmark
Oosterhout, the
Netherlands

Lubeck, Germany
Lubeck, Germany
Leipzig, Germany
Leipzig, Germany
Fredericia, Denmark
Fredericia, Denmark
Fredericia, Denmark

Cur-

rency

DKK
DKK
SEK
SEK

EUR
EUR
DKK

EUR
EUR
EUR
EUR
EUR
DKK
DKK
DKK

Share capi-
tal in mil-

lions

1,020
10
0.1

6

0.028
0.025
25

0.018
0.5
40

0.5
0.5
0.5

The Group's
ownership in-

terest

100%
100%
100%

50%

100%
100%
100%

100%
100%
25.1%
83.6%
83.6%
100%
100%
100%
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