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Baiance Sheet of RWE Suppiy & Tradmg GmbH as of December 31, 2011

C. Prepaid expenses and deferred charges

< 4 121311261 1 2!31[2019
L b € milion €ml",lﬂﬂ-
[A_Fixed assets
[Intangible assets
1. Purchased concessions, industrial property
and simitar nghts and assets, and licenses
in such rights and assets 53 0.0
2. Goodwill 174.5 199.4
. 179.8] 199.4
Il. Tangible assets )
1. Technical equipment and machinery 0.0 0.0
2. Other equipment, operating and office equipment 8.1 3.1
' ' 81 IEX1S
" HI. Financial assefs .
1. Shares in affillated oompanies 387.6 609.3
2. Other long-term equity investiments 217 153
3. Other foans 1.6 1.5]
410.9 | 626.1
B. Current assets
l.Inventories
Merchandise " 693.8 9422
II. Receivables and other assets
1. Trade receivables 1,1333 1,669.7
2. Receivables fram affiliated companies 40215 1,514.0
(of which from shareholder €2,076.9 million; previous year: €12.3 miffion) . .
3. Receivables from other Iong-term investees and investors - 3138 316.2
4, QOther assets 2,467 .1 1,072.7
. 71,9357 -4,572.6|
IIl. Secuiities
Other securities 705.1 811.4
V. Cash funds 70.8 239
525 331

B FIE T

€millign_- .-

A Shareholders' oquity
1.Subscribed capital
il. Capital reserve

B. Provisions
1. Provisions for pensions and similar obligations
2. Tax provisions
3. Other provisions

C. Liabilities
1. Bank loans and overdrafts
2. Customer advances
3. Trade payables
4. Payables to affiliated companies :
(of which td shareholders €3,597.3 million; previous year: €1,755.8 million)
5. Other liabilittes
{of which taxes €40.3 miilion; previous year: €110.0 million)
{of which soclal security payables €1.4 million; previous year: €1.3 million}

0. Defoerred income
E. Deferred tax llabilities

15.0 15.0
4318 411.3
e 426.3]

184 17.1

293 1 ?’0.6'(

1,780.7 706.9
1,5384 894.6
1.2 8.7
48.3 59.6
1,797.7 1,822.7
5,182.9 3,087.7
$90.5| 8835
7.721.0 5 560.2
50.5 239
0.0 1.8




income Statement of RWE Supply & Trading GmbH for the Period from &anuéry 1,

2011 to December 31, 2011

|14. Interest and similar expenses
(of which to affiliated companies €107.8 milliory; previous year €67 7 million)
(of which from interest accrefion €1.2 million; previous year: €1.6 million)

! milfion | , € milifon
1. Sales 11,845.4 10,084.5]
2. Natural gas tax/éiectricity tax -69.6 -66.8
3. Sales (net of natural gas tax} 11,775.8 10,017.7
4. . Other operating income 124.6 201.8
{of which from currency translation €9.7 million; previous year: €1 29.6 million)
5. Cost of materials . .
a) Cost of purchased merchandise 12,415.6 18,0551
b} Cost of purchased services 3608 405.0
: 12,7854 9,460.1
6. Personnel expenses ) :
a) Salaries 190.2 1998
b) Social security, pension and other benefits 249 188
{of which relating to pensions €11.1 million; previous year: €6.6 million) .
: ) 215.1 2128}
7. Amortization, depreciation and write-downs S
of infangible and tangible assets 26.1 258
261 258
8. Other aperating expenses 2462 245.1
9. Income from other long-term equity investments - 0.1
10. Income from other long-term secuntles .
and ioans 0.0 0.0
. {of which from afflliated companies €0.0 million; prev:ous year: €0.0 milfian) .
11. Other interest and sifmilar income. 103.3 69.6
{of which from affiliated companies €65.8 million; previaus year: €40.0 million) )
12, Write-down of long-term financial assets and securifies 703.6 -
ciassified as current assets - .
-113. Cost of loss assumption 07 05
113.2 77.6

16. Extraordinary expenses

18, Taxes on income

19. Loss assumediprofit transferred on the basis of a profit andfoss transfer a'greemént

-49.5

20371)

21. W:thdrawal from capital reserve

22, Asset dacrease by split-off
it 3 - . ot

0.0 small amount
- non existent : _ ) .



Notes to the Financial Statements of RWE Supply & Trading
GmbH for the Financial Year from January 1 to December 31,
2011

RWE Supply & Trading GmbH (hereinafter referred to as "RWEST" has been registered in
the commercial register of Essen since July 11, 2000 under the number HRB 14327. The

* Company is headquartered in Essen.

According to the o.piriion of Manégement, RWEST is subject to the rules of co-detemlinétion :
under the One-Third Employee Representation Act (Drittelbeteiligungsgesetz or Dn‘ttel‘bG),‘
i.e. employees have a role in the economic and corporate decisions of a company) and
must therefore appo'int. a Supervisory Board. The composition of the Supen)isOry Board is
governed by Sections 1 (1) Nos. 3, 4 (1) DrittelbG in con}ljnction with Sections 95, 96 (1) 4.
Alt., 101 (1) German Stock Corporation Act (A.kt.r'engresé.r.‘zw AktG), i.e. two thirds are share-
holder representatives and one third are émpioyee representatives. The Supervisory Board

consists of nine members pursuant to Article 7 of the Articles of Associati'on.

The annual financial statements for the past ﬁnanciai year were prepared in accordance
with the provisions of the German Commercial Code (HGB), the German Limited Liability
Companies Act (GmbHG) and the German Energy Act (Energiewirfschaﬁsgesefz - EnWG)
as amended on December 22, 2011. Sole shareholder of RWEST is RWE AG, Essen,
Germany. RWEST |s included in the consolidated financial statements of RWE AG which
are prepared in accordance with the International Financial Reportiﬁg Standards (IFRSs)
applicable in the EU. For this reason, RWEST is generally exemptéd from the duty to pre-
pare consolidated financial statements. The obnsolidated financial statements of RWE AG
are submiited to the operator of the electronic Federal Gazette (Bundesanzeiger Verlags-
geselischaft mbH, Cologne) and published in the electronic Federal Gazette. RWE AG and

RWEST have signed.a control and profit transfer agreement.

The annual financial statements of RWEST are prépared in euros (€); the amounts are

stated in millions of euros (€ million) with one digit after the decimal point.

The income statement has been prepared using the nature of expense format.



Accountﬁng policies

RWEST applies the 'accounting policies of the Accounting Law Modemisation Act (Bilan- 7

zrechtsmodernisierungsgesetz - BilMoG) as amended on May 28, 2009.

Fixed assets

Intangible fixed a'sseté are recognized at amortized cost. Software is amortized on a
straight-line basis over three to five years. Goodwill recognized in fixed assets is amortized

on a straight-line basis over its expected useful life of 15 years.

Tangible assets ére measured at cost less depreciation. They are depreciated using the
straight-line method. The additions to tangible assets are depreciated on a precise month-
'to—m.oht'h basis. Low—vélue assets costing up to €150 are fully written down in the year of
acqms:t[on Assets costing between €150 and €1,000 are transferred to a collective item in
accordance with Section 6 (2a) Gemman Income Tax Act (EStG) and depreciated straight-

line over five years. The item is generally of minor importance.

Financial assets are measured at the_lower of cost or fair value. They are measured in
accordance with the strict principle of lower of cost or market value. Within the scdpe of a
currency hedge used for a foreigrx equity investment in foreign currency, several currency -
swaps were ent_ere‘d' into on a m]liﬁg basis. The hedged item and the hed_gfng instrument
form a hedging relatiOnship with rio gain or loss. being recognized. When terminating a
' swap, the posrt:ve or negative market price from spot rate changes is offset with the cost of

the investment with no effect on profit or loss.

Current assets

Inventories are measured at cost year-to-date using the average cost method. The inven-

tories are part of porifolio hedges,; speéiat'measurement requirements apply.

Receivables and other assets are repdgnized at principal amounts. Ali identifiable individ-
ual risks and the general credit risk were accounied for by making the _appropriaté allow-
anées. This applies equally to the margin and collateral payments which are included in
other assets and account for the major part of this item. If the other assets consist of the fair
value of pension commitments for which an insurance cover has been taken out, they are

offset against the provisions for pensions and similar obligations.



Other assets also include carbon credit certificates which are recognized af cost. Lower
values recognized on the reporting date due to lower net selling prices are accounted for as

part of a portfolio.

Securities classified as current assets are recognized at the lower of cost or market val-

ue.

Cash funds are recognized at nominal amounts.

Prepaid expenses and deferred charges

Prepaid expenses and deferred chargés are reversed over the confraciual period and

_charged to profit or loss.

Shaa’ehbide_r’s' Equity

Equity is recognized at its nominal value.

Provisions

The provisions b‘rovide appropriate cover for all identifiable risks and uncertain liabilities.
They are recognized in the settlement amount required under prudent business judgment

and taking into account és_timated future cost increases.

Other provisions with more than one year to maturity are discounted at the last seven years’
. average market rate published by the German Bundesbank corresponding to their residual

term.

The other provisions weére recognized using the continuation option under Art. 67 (1} clause
2 of the Introductory Act to the German Commercial Code (EGHGB), since the difference
would have to be added again until no later than 2024. Other provisions are measured in
line with Section 253 old version of the HGB. This has resulted in an excess cover of other
provisions as of December 31, 2011 in the amount of €0.0 million (previous year: €0.4 mil-

lian).

Provisions for pensions, concessionary allowances, partial retirement obligationé and
long-service awards are recognized on the basis of actuarial computations applying the
2005G mortality tables of Klaus Heubeck — which take into account generation-dependent
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life expectancies — using the Projected Unit Credit Method. They were generally discounted
at the last seven years' average market rate published by the German Bundesbank in Oc-
‘tober 201 1, which is the market rate for the assumed residual time to maturity of 15 years
{Section 253 (2) clause 2 HGB). This interest rate is at 5.13% annually (previous year:

5.16%). The other actuarial assumptions include annual salary and benefit increases.

Salary . Benefit increases

Actuarial assumptions in percent .
increases .
) 12/31/2011 [12/31/2010 [12/31/2011 . [12/31/201C
Pension provisions 2.75% 2.75% 1.75% 1.50%
Concessionary obligations 2.75% 1.00% 1.75% 1.00%
Partial refirement L 2.75% 2.75% o - -
Long-service awards 2.75% 2.75% - .

To the extent an insurance cover has been taken out fo protect the pensnon provisions, they

were measured in aocordance with Sectlon 253 (1} No. 3 HGB.



Portfolio hedges under section 254 HGB

The physical and open derivative trading transactions carried out in the Trading business_
division are measured at fair value off-balance sheet as part of a macro hedge portfolio
considering them as separate trading desks, inventories, if any, included. The macro

hedges have the risk-compensating effect of combining individual groups oi_‘ hedged items.

Physical and derivative transactions carried out in the Supply business division are meas-
ured by way of a macro hedge of open gas procurement and sales contracts including the

gas inventories and open gas forwards, coal and oil swaps. o

The open physical and derivative iransactions carried out in the Sales & Origination busi-
ness division are measured by way of a macro hedge of hedged physical items and hedg-

ing transactions concluded.

These relationships in the form of macro hedges ensure that financial risks in the form of

price risks from the commodities traded at the respective desks are hedged.

In a_drdi'iibn, to hedge the currency risk from a foreign equity investment, currency swaps

were entered into and accounted for as micro hedges.

The effective portions included in hedge accounting are reflected in the balance sheet un-
der the net hedge presentation method, meaning that the gains or iosses on the hedged -
- items and hedging instruments attributable to each hedged risk, are not recognized.

The macro hedges used fo hedge price risks which on the balance sheet date reflect a fair |
value of €22.8 million {previous year: €1,036.3 million) include assets at carrying amounts
of €1,093.2 million (previous year: €1,352.5 million), liabilities at carrying amounts of €151.2
million (previous year: €171.7 million) and pending transactions with postitive fair values of
€21,114.4 million and negative fair values of €-21,863.8 million. The micro hedges used lo
hedge the currency risk of the foreign equity investment includes én asset {hedged item) at
a carrying amount of £€174.2 million (previous year: €253.1 million) and pending transac-
tions at fair values of €-2.7 million {previous year. €0.6 million}.

-The risks included in hedge accounting as of December 31, 2011 are summarized in the

following fable;



¥

“inventories .. .

Cateéo’iry

1. Price risks 21,1144 -21,863.8 7722 | 1,003.2 151.2
1.1. Electricity (Germany) 1,280.1 11947 0.0- 67.4 209
|1:2. Blectricity (UK} 2,166.1 "2122.2 0.0 0.0 49
1.3. CAO Power 5,651.4 -5,631.2 .00 0.0 0.0
1.4. Gas (Germany) 2,133.2 34725 227.7 4211 309
1.8. Gas (UK) 34617 -3,255.8 1258 158.3 452
11.6. Gil o : 396.6 -428.2 45.7 456 2.1
1.7. Coal 3.034.4 2,926.3 301.3 2527 10.3
1.8. Carbon 2.441.3 24229 715 | 1481 338
.9. Sales & Origination 5449.4 4100 0.0 - 0.0 31 [
2. Currency hedge - 00 27 _ 00 1 1742 0.0
3. Total 21,1144 21,866.5 7722 | 12674 | 1512

On balance, the fair value of the pending transactions amounted fo €-266.3 million as of -
December 31, 2010. ' - '

| “Macro hedging is intended to be undertaken for an'indeterminate period of time. To deter-
mine the prospective effectiveness of macro hedges, a risk mahageme_nt system which is
well documented, appropriate and op.erational, is available. The scope for action, responsi-
bilities and controls are specified in a binding way in internal guidelines. Trading commodity
derivatives is permitted within certain limits. These limits are defined by independent orga-

nizational units and monitored daily.

The central control variable in trading is the global Value at Risk (VaR) referf'ing to the trad-
ing business and limited to an amount of €40.0 million. The values at risk are generally
based on arconﬁdence level of 95% with a holding period of one day assumed for the posi-
tions. This means that the probability of a loss over one day not exceeding the giobal VaR
threshold is 95%. In financial year 2011 the global VaR was €13.8 million on average (pre-
vious year: €11.2 million), the maximum amount over one day was €27.5 million (previous

year: €17.3 million). The risk analysis is not only based on the VaR, however. We conti-



nuously include extreme scenarios in our stress testé to determine the influence they could
have on our hqwdlty and eamings position and react if risks become too high.

Macro hedge effectiveness is assessed at year-end by analyzing the fair value of each port—
folio hedge. If the balance of the fair values of all transactions included is negative - taking
" into account any inventories included in the portfolio hedge - a hedge provision is recog-

nized. Any positive fair values remain unaccounted for in the balance sheet.

As of the balance sheet date, provisions for three macro hedges were required in the total
amount of €1,555.6 million (previous year: €491.3 million), of which €1,501.8 million were
accounted for by the Supply division (previous year: €444.7 million) and €53.8 million were .

accounted for by the Trading business division (previous year: €46.6 million).

- The effectiveness of the above-described micro hedge is determined using the critical-term-
maich method. l_Jnder this method, the gains or losses on the measurement will probably
completely mafch, since hedged items and hedging instruments are exposed to the same
currency risks. There is no need to quanitify the ineffectiveness of the hedging relationship
wheh applying the critical-term-match method, since the ineffectiveness is immaterial.
Hedging is intended for an indeterminate period of time, since assets without fixed maturi-

ties are hedged by means of a rolfing strategy.

Liabilities

Liabilities are recbgniit_ed at their setflement amount. Payments received on account are
recognized separately. To enhance the clarity of presentation, they are not deducted from

inventories.

Deferred income

Deferred income is reversed over the contractual period and credited to profit or loss.



Deferred taxes

Due tb the fact that RWEST and RWE AG are a consofidated tax grodp, RWEST, being the
controlled company, does not recognize any deferred taxes for the‘German acﬁvﬁies of the
Gemman head office. .

As regards the British permanent establishment, deferred taxes are determihéd separately.
Net tax charges are recognized on the fiabilities side whereas the option fo redognize- tax

benefits is not used. The tax rate in the UK for deferred taxes is 25% (previous year: 27%).

Income Statement

To increase the reliability of the Compaﬁy's resuits of operations, sales revenue and
cost of materials are recoghized net ftﬁr.ea_ch commadity in the Trading business division,
i.e. they are recognized up to the amount of their margins. '

Sales and cost of materials are recognized gross in the divisions Supply and Sales & Origi-

nation, since this business deals with end customers.

Gains and losses on currency derivatives, which are part of portfolio hedges as well as oth-
er foreign exchange' gains and losses are recb'gnize_d net as other operating income or oth-

er operating éxpenses in afl business op-erétions‘.

The related gross values given as supplementary information are presented in the com-

ments on the income statement.

Cusrency translation

Foreign currency transactions are generally recognized at the market or hédging price valid
at the time of inifial recording and at the middle spot rate on the balance sheet date. The
losses on foreign exchange gains or losses on the balance sheet date are recognized in the
income statement, unrealized foreign exchange gains are recognized in profit or loss only, if .
the underlying assets or liabilities have résidual terms one year or iess. Foreign currency
risks are hedged as part of of central cash and foreign currency management of the RWE

Group and the treasury department of RWE AG by rate hedging transactions in the respec-

tive currency of the commodity involved. '
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Fixed-asset movement schedule of RWE Supply & Trading GmbH
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ii. Balance sheet disciosures

(1) Fixed assets

As regards the movements in fixed assefs reference is made o the fixed-asset movement
schedule of RWE Supply & Trading GmbH at the end of the accounting policies section in
these notes. :

(2} Inventories

Inventories are composed as'follows:

Coal {Trading division}
Oil (Trading division)

Gas (Trading division}
Gas {Supply division)

The gas inventories recognizéd in the Supply business division are stored in gas sforage
facilities in accordance with the respeclive storage agreements concluded to provide co-

ordinate gas supplies for the régional enérgy companies. -

(3) Receivables and other assets

Trade receivables
Receivables from affiliated
companies e . 4,021.5 0.0 1,514.0 0.0 -
of which from shareholder 2,076.9 00 12.3 0.0

Receivables from other long-term

‘linvestees and invesfors’ : 3138 | 0.0 0.0
Other assets 1.8
' 18

Of the receivables from affiliated companies €1,652.9million (previoﬁs year: €1,478.9 mil-
lion) are trade receivables. Within other assets, collaterals amounting to €573.9 milion
(previous year: €477.6 million) are recognized, which were deposited with the OTC trading

pariners.
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in addition, initial or variation margins from stock exchange trading are recognized within

other assets in the amount of €1,461.8 million (previous 5}ear. €28.1 mitlion).
{4) Securities

The securities relate to fixed-income securities. The securities are used as initial margins in

“stock exchange frades aﬁd are pledged with the responsibie clearer.
{5} Cash funds

~ Cash funds are credit balances with banks and cash on hand. RWEST is included in the
central cash management system of RWE AG fo its largest extent. RWE AG pools liquidity
centrally. Of the cash funds, €3.8 million (previous year €1.4 million) have limited availability

due to a pledge agreement signed.

(6) Prepaid expénses and deferred charges

Other ‘ ' ' /6 213

(7} Shareholders’ equity

Subscribed capital
Capital reserve

In financial year 2011,'the capital reserve as defined in Section 272 (2) No. 4 ﬂGB was in-
creased by €20.5 million on the basis of a shareholder resolution of June 7, 2011. The capi-

' tal reserve includes amounts within the meaning of Section 272 (2) No. (1) HGB.
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{8) Provisions

m €m

[Frovisions for pensions .

and similar obligations 18.4 1741

Tax provisions 29.3 170.6

Other provistons 1,790.7 706.9]
of which relating fo energy agreements 924 123.9
of which relafing fo the gas portfolio hedge 1,501.8 4447
of which for discounts under energy agreements 62.7 11.1
of which relating fo personnel 121.4 114.7
of which other ’ 12.4 12.5

The fair value of pension commitments for which an insurance cover has been taken out

(asset value: €2.0 million; previous year. €1.8 milEEon)"was offset in the provisions for
pensions and-similar obligations. The fair value was determined by the insurance carrier as

of the balance sheet date.

Of the tax provisions amountlng to €29.3 million (prewous year: €170.6 million), €29.3 mil-
lion (previous year: €170.5 rmll:on) relate to the British permanent establtshment of RWEST

Of the other provisiotis for energy contracts, €69.4 million {previous yeaf: €62.3 million} re-
late to the Trading business division, €0.0 million (prévious year: €0.6 million) to the Supply
division and €23.0 million to Sales & QOrigination (previous year: €61.0 million). '

The other provision for the gas pbr!:folio hedge refers fo the Supply division only.

The other provisions for discounts from energy contracts relate to the Sales & Origination

division only.

The other provisibns for personnel obligations mainly include provisions for remuneration in
arrears of €96.8 million -(pfevious year: €87.2 million) and the provision for long-service

awards of €4.4 million (previous year. €3.9 million).

The miscellaneous other provisions mainly include provisions for litigation costs of €11.7

million (previous year: €12.1 miliion}.
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{9) Liabilities

{due >5 years |

Elank loans and
overdrafts
Customer advances
" |Frade
payables
Payables
to affiliated
companies
of which to
shareholder
LOther
liabilities
of which
{axes
OF which sociail

“security
payables

Of the liabilities to affiliated cornpanies, €679.3 million {previous yeér:’ €967.9 fnilIiOn) are
trade payables. The other liabilities also include margin payments received in the amount of
€409.1 million (previous year: €506.7 million) and collateral payments of €111.5 million
(previous year: €150.2 million). RWEST has received the collateral payments as suretyship

from OTC frading partners.
(10) Deferred income

Deferred income includes payments received for future financial years and will be reversed

in the respective financial years.
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{11) Deferred tax

The British permanent_estébiishment is subject to British taxation and is therefore not part
“of the domestic consolidated tax group of RWE AG. The British tax -accounts are mainly
based on IFRSs. Thus, when determining deferred taxes in the financial statements (by
comparing thé tax base with the amounts in the balance sheet), teinporary differences arise
in large amounts which are presented in the following (the balance sheet format is identical

to that on page 1 of these notes):

-k differemce.

- |ASSETS
A. Fixed assets
l.Intangible assets

2. Goodwill . ) 14 0.4
Ii. Tangible assets . : .
1. Technical equipment and machinery ’ 231 0.6

B. Current assets
’ i.lnventgries . .
Merchandise - L : 0.6 0.2}

Il. Receivables and other assets _
1. Trade receivables . _ , 774.9 193.7
4. Other assets - o 4,664.3 1,166:1
EQUITY AND LIABILITIES
B. Provisions ' . : .
3. Gther provisions A . : 68.9 17.2
C. Liabilifies

5, Other liabilities - } . -5,422.1 -1 ,355.5 '

Net (deferred ta

{12) Contingent liabilities

The obligations incurred for the benefit of affiliated companies and to third parties from war-
ranty agreements need not be recognized, since the affiliates and the third parties will prob-
ably be able to settle the underlying liabilities. Therefore, they are not expected to become

due.
The contingent liabilities of €1,918.3 million (pfevicus year: €1,018.2 million) relate to vari-

ous warranty obligations, of which €967,5 million (previous year: €40.0 million) in favor of
affiliated companies. For the pension obligations recognized in the balance sheet of RWE
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AG, a warranty provision was set up in the amount of €22.1 million (previous year: €17.8

million}, which is included in the above stated aggregate amounts.

Due to the transfer of certain retirement benefit obligations made in financial year 2007 to
the RWE Pensionsfonds AG, the Company will, as an employer, be required by law to pay
' additionat funds in case the fund might suffer from a shortfall of assets.

The RWEST permanent establishment in the UK covers its pén’sion_ commitments by

pension funds. A poiehtia! shortfall in assets is covered by a prdvisi_on_;

In addition, RWEST, being the legal successor of RWE Gas Midstream. GmbH under Sec-
tion 133 of the German Reorganization and Transformation Act (UmwG), is held jointly and
severally liable for five years for the liabilities of RWE Verlrieb AG, which arose before the

* Gas Midstream operation was split off,

As a result of splitting off the cogeneration operation in accordance with Section 133
UmwG, RWEST is held jointly and severally liable for five years for the liabilities of RWE
Innegy Cogen GmbH, which arose before the Cogeneration operation was éplit off.

(13} Off-balance sheet transactions pursuant to Section 285 No. 3 HGB

There were no off-balance sheet fransactions as set out in Section 285 No. 3 HGB. by the

end of financial year 2011.

{14) Other financial commitments

As of the balance sheet date, RWEST incurred other financial obligations amounting to
€1,049.0 million {previous year. €215.1 million}, of which €146.3 million (previous &lear:
€178.5 million} were due to affiliated companies. Most of them relate to real estate obliga-
tions (€49.4 million; prévious year: €65.3 million) and [T obligations (€96.9 million; previous

year: €148.0 million).

Furthermore, a profit transfer agreement has been signed between RWEST and RWE
Transitions Services GmbH. Under this agreementi, RWEST undertakes to offset any net

logs for the year.
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(15} Disclosures on the Notes in accordance with Section 285 No. 19 HGB

Given the high service range offered under eleciricity supply contracts validly signed with

individual key accounts, a Iargé receivables porifolio may aggregate. To minimize the re-

sulting credit risk, credit default sWapé were entered into in a neminal volume of £€119.8 mil-
lion (previous year: €116.0 million). Their market value as of the reporting date is €3.1 mil-

lion (previous year: €0.3 million).

6m?'na_f a

119.8 3.1

1. Credit default swaps 1198 3.1
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iil. Income statement disclosures

We pomt to the fact that, as Gemman accountmg prmmples must be observed falr value
' changes from pending energy trading contracts were not recogmzed in the annual fi nancza!
statements. For further explanations reference is made to the accounting policies for portfo-

lio hedges pursuant to Section 254 HGB.

Sales revenue (positive overall resuit) andfor cost of materials (negative overall result) in-
clude the trading margins from energy trading contracts realized and energy-related deriva-

tives.

The respective gross amounits in the Trading division in refation io sales revenue amount to
€84 561.8 million (previous year: €68,764.2 million) and in relatlon te cost of purchased
merchandise within cost of materials €83,396.3 million {previous year; €66, 898 4 million).

This presentation is made for the Trading division only.

(1) Sales

In the Trading division, the recognition of the trade margin in the financial year results in
sales falling below gross sales by €83,006.9 million in the financial year and by €66,741.8
million in the previous year. The recognition of net amounts presents sales in a more realis-

tic form.

19



Sales of €11,845.4 million (previous year: €10,017.8 million) are broken down by energies

as follows:

Trading division 2,022.4
Electricity 1,464.4
Gas 468.6
Coal 89.4
Cit -

Geographical segmentation .

Germany’ ' 808.5 1,071.9
within the EU ‘ 699.7 910.1
other European countries 46.6 40.4
Supply division ) 8,064.7 - 5,742.7
| Gas - 7.507.4 5,362.2
Coal - : 522 59.7
Qil 505.1 320.8

Geographical segmentation o .
Germany . 5,403.3 3,844.0
within the EU 2,659.7 1,896.1
offier European couniries 1.6 2.6

Saies & Origination division . T 2,562 2,252.7
Electricity 1,882.2 1,771.7
Electricity tax ' -333 -20.7
Gas ’ . 526.1 5262
Natural gas tax : o -36.3 - 461
Heat 162 19.4
Water . . 1.3 1.2

" Coal ) 0.0 1.0

Geographical segmentation - -
Germany . ' 2,127.3 2,200.0
" within the EU 28.9 118.5
other European couniries : 00 0.0

In the Supply division, the item includes €55.0 million (previous year: €71.2 million) sales
revenue from previous years' invoice adjustments. In addition, a price re-negotiation
agreement was terminated in 2011 in the Supply division. This résulted in a one-off pay-'
ment of €234.0 million in the period between December 1, 2009 and September 30, 2011.

In the Trading division, the item includes €101.4 million (previous year: €- million) sales rev-

~ enue from previous years' refunds.
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{2) Other operating income

Other operating income of €124.6 million {previous year: €201.8 million) includes foreign
- ‘exchange gains. o '

In the repéﬁing year, the balance of foreign exchange gains and losses including foreign
currency derivatives afounts to €9.7 million (previou§ year: €129.6 million). '
Respective gross income amounts to €1,543.4 million (previous yeéf' £2,600.4 million). The
related gross expenses amourit to €1,533.7 mlillon (previous year: €2,470.8 million).

!n addition, other operatlng mcome mcludes income from various services in the amount of
£€11.6 million (previous year: €10.8 miillion) and income from personnel costs ¢charged on in
the amount of €14.2 million (previous year: €10.1 million). Furthermore, income from the
‘revé‘rsal of provisions is included in this item in the amount of €15.2 milliq'n (pr'eiz_ious year:

€12.1 milfion).
{3) Cost of materials

Cost of materials of €389,3 million (previous year: €156.6 million) in the Trading division
was ir‘n_éurred as a result of negative tr_adihg margiris of the commadities Gas (€143.4 mil-
fion; previous year: €0.0 million), coal (€245.9 million; previous year. €0.0 million} and oil

(€0.0 million; previous year: €156.6 million).

Cost of materials of €10,585.4 million (previous year: €7 ,1?‘0.5 million) in the Supply d’ivision A
is the result of the cost price for gas procuremenis in the amount of €10,358.2 million {pre—
vious year: €6,943.3 million) and the cost of purchased éewices amounting to €177.4 mil-
lion (previous year: €227.2 million). This item includes expenses from gas invoice correc-

tiens for p'reifious years |n the amount of €42.6 million (previous year: €35.6 million).

Cost of materials in the Sales & Originatidn division of €1,810.7 million (previous year:
€2,133.1 million) is the result of the cost price for energy procurements in the amount of
€1,668.1 million (previous year: €2,083.6 miliion) and the cost of purchaéed- services

amounting to €142.6 million (previous year: €49.5 million),
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{4) Personnel éxpe_nses
On an annual average, RWEST employed salaried staff of 1,296 people (previous year:
1,165) including 181 senior executives (previous year: 163). The figures were converted

info full-time equivalents.

Personnel expenses as recorded in the income statement are as follows:

in €m,

Salaries
Social security, pension '
and other benefits : 24.9 18.8

of which relating fo pensions '

{5} Amortization, depreciation and write-dewns

Goodwill was. amortized by €24.9 million {previous year: €24.8 milfion} in the ﬁnanciaf year.
The amortization period corresponds to the average life of the frélding busiriess acquired -
from RWE Npower in 2004, ' | ' | L
Furthermo're, this item includes depreciation of tangible asset; by €1.2 million {previous

year: €0.9 million).
(6) Other operating expenses

“The other operating expenses in the amount of €246.3 million (previous year: €245.1 mil-
fion) mainly include: IT services of €87.4 million (previous year: €75.4 miIIiAon), real-estate
obligations of €17.7 million (previdus year. €16.0 million), labor costs for temporary em- .
ployees of €19.1 miliion (previous year: €13.4 million) and transfer of personnel of €7.3 mil- -

lion {previous year: €14.2 million).

The gross expenses resulting from the franslation and realization of foreign currency trans-
actions and the expenses from foreign currency derivatives (an aggregate of €1 ,53'3.7.mil—
lion; previous year: €2,470.8 miillion) are offset with the related other operating income for

recognition purposes.




{7} Income from other long-term securities and loans

Income from other long-term securities and loans reflects interest for a loan to an affiliated

company in the ameunt of €0.0 miliion (previous year: €0.0 million).
_{8) Other interest and similar income

Of the interest and similar income amounting to €103.3 million (previcus year: €69.6 mil-

lion}, €65.6 million (previous year: €40.0 million) was accounted for by affiliated companies.

(9} Write-down of long-term financial assets and securities classified as current as-

sefs

Of the write-downs, €62276 million (previous year €0.0 million) are atiributable to the write-
down of the investment in RWE Supply & Trading Switzedand S.A. and €81.0 million (pre~
vious year: €0.0 million) are sttributable to the write-down of RWE Supply & Trading P_artici~

pations Limited. Both companies were written down to their lower fair value.
{10y Expenses from losses assumed

The expenses relate compietely o the assumption of losses from the RWE Trading Servic-
es GmbH. ' ' | ' ‘

{11} inierest and similar expenses

Of the interest and similar experises amounting to €113.2 million (previous year; €77.6 mil-
lion), €106.8 miillion (previous year: €67.7 million) were accounted for by affiliated compa-
nies. Included are .the interest corhponenis from retirement benefit obligations in the amount
of €0.9 million (previoué year: €1.3 million} and the interest components from other provi-

sions in the amount of €0.3 million (previous year: €0.3 million).
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{12} Taxes on income

In the financial year, this item reflects the income tax allocation refunded by the controlling
company for the German permanent establishment of RWEST in the amoﬁnt of €36.8 mil-
lion (prévious year: €146-.6 million income tax allocation owéd). It also reflects the tax ex-
pense of the British permanent establishment amounting to €0.9 million '(prévious yeaf:
£26.9 million). Furthermore, deferred tax liabilties ambunting to €11,8 million (previous"

year. €11.8 million) were reversed in the British permanent establis.hment.
(13) Income from losses assumed

RWE AG offsets the nét loss for the year within the scope of a control and profit transfer

agreement.
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V. Other disciosures

{1} Listof investments

Equity Net
Country| Head office | Shares income/-
s loss
Total in€m in€m
RWE Trading Services GmbH D Essen 100.00% 57 0.0+
RWE Trading New Business Lid. i. L. GB London 100.00% 08 0.0
RWE Ttadinhg UK Lid. ezl London 100.00% 3.5 00 |,
RWE Trading Americas Inc. USA New York City | 100.00% 20.7 3.7 |
RWE Rhein Oel Limited GB . London 100.00% 0.0 |} -
RWE Trading Services Ltd. GB © Swindon 100.00% 0.9 0.1
RWE Supply & Trading Participations Limited ** GB London 100.00% 383.2 26.4
Excelerate Energy LP 2 USA | The Woodlands | 49.50% 211.8 -194.0
Excelerate Engrgy LLC 2 USA - { The Woadlands 50.00% ) f
[RWE Supply & Trading Switzeriand S.A. CH Geneva 100.00% 42.3 2770
RWE Supply & Trading Asia-Pacific Pte. Lid. 5GP ~ Singapore 100.00% 56 56
Caspian Enetgy Cormpany L.td, GB .| Swindon 50.00% 0.0 -
INabucco Gas Pipeline International GmbH AT Vienna 16.67% 9.4 -30.5
C 100.00% 0.0 -

Curen Ltd. -

GB

Swindori

1= Annual Financial Staterents 2010

*2 = Under US faw, the companias are not required to prepare single-entity financial statemernts. Excelerate Energy LP is required
10 prepare consofidated financial siatements; the anove-stated amounts refate to the consolidated financial statéments 2010

“3 = IFRS figures as of 12/31/2011 fess proportionate consolidation of the Excelerate Group

*4 = Result was transferred to RWEST GmbH oh the basls of a conrol and profit transfor agreernent

{2) Remuneration of Management and the Advisory Board

Management was paid a total remuneration of €6,955 thousand in financial year 2011. This

remuneration includes variable pay components of €3,803 thousand and 67,809 perfor-

mance shares as part of a long-term incentive program (Beat franche 2011)' at a market

value upon issue of €1,153 thousand. The total remuneration does not include the stock
appreciation ﬁghis awarded in 2008 and paid in 2011 in the amount of €368 thousand. The

Company chese ‘not io disclose the remuneration of former managing directors in accor-
dance with Section 286 (4) HGB. The direct pension commitments to former managing di-

rectors amount to €2,312.
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A provision of €70 thousand was recognized for the proportionate payments to the Super-
visory Board in relation to its office term. Employee loans of €11 thousand were granted to

Supervisory Board members as of the balance sheet date.
{3) Auditor’s fee in accordance with Section 285 No. 17 HGB

The auditor's fees were not disclosed. The legally required disclosures are reflected in the
consolidated financial statements of RWE AG which inciude RWEST.

(4} Related party disclosures in accordance with Section 285 No, 21 HGB

There were no major related-party transactions carried out at other than amm's length condi-

tions, which must be disclosed.
(5} Transactions in accordance with Section 6b (2) EnWG

in general, RWEST concludes trading agreemen{s with affiliated companiés only within thel
scope of its customary acti-vity as an energy supplier and within thefscohe of procuring fuels
and emission rights. C)ne larger fransaction cutside thes ordinafy course of business with
affiliated companies is the remuneration as part of the Commercial Asset OpﬁmiSatidn _
(CAQ). Under the agreement signed between RWEST and RWE Power AG, CAO is re-
s_pqnsible for managing the current positionis of the group companies RWE Power AG,
RWE Vertrieb AG (former RWE Energy AG) and RWEST for the purbésa of optimizing con-
tribution margins and risks. Within the scope of this CAO agreement, RWEST paid €407.3
millicn (pifevious year: €331.0 million) to RWE Power AG as a compensation in financial

year 2011.
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(6) Members of the Supervisory Board

Shareholder representatives

Dr. Leonhard Birbaum (member of the ASupervisory Board since December 23, 2010,
" Chairman since February 16, 2011) '
Executive Board member of RWE AG

Volker Beckers .
- Chief Executive Officer, RWE Npower plc,

Paul Hagen
Executive Board member of HSBC Trinkaus & Burkhardt AG

Marfin Herrmann
Chief Executive Officer, RWE Transgas a.s.

Dr. Johannes Lambertz
CEO of RWE Power AG

Peter Terium b -
Executive Board member of RWE AG (Executive Vice President) ‘

Employee representatives

Christopher Savége’ (member of the Supervisory Board since January 19, 2011, Depuly
Chairman since February 16, 2011) '
Chairman of the general works council of RWEST

Markus Altegoer (since January 19, 2011) '
Dipl.-Ingenieur (engineer), demand manager IT infrastructure and security

Nhu Hung Boc (since January 19, 2011)

Dipl.-Kaufmann (merchant), risk control
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{7) Members of Management

Stefan Judisch
Chief Executive Officer
Chief Executive Officer
Chief Commercial Officer (Supply)

Dr. Bemhard Ginther
Chief Financial Officer

Richard Bowes Lewis
Chief Commercial Officer (Sales & Origination)

Dr. Peter Kreuzberg
Chief Commercial Officer (Trading)

Alan Keith Robinson , o
Chief Commercial Officer (Commercial Asset Optimisation)

Essen, February 2,2012

The Management

Stefan Judisch " Dr. Bernhard Gunther
Dr. Peter Kreuzberg . Richard Bowes Lewis
Alan Keith Robinson
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