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The combined review of operations for RWE Aktiengesellschaft and the Group includes a
description of the main characteristics of the accounting-related internal control and risk
management system in accordance with Sec. 289, Para. 5 and Sec. 315, Para. 2, Item 5 of
the German Commercial Code (HGB). An explanatory report by the Executive Board on this
must be made available to the Annual General Meeting.

Financial reporting risks arise from the fact that our annual, consolidated and interim financial
statements may contain misrepresentations that could have a significant influence on the
decisions made by their addressees. Our accountingrelated Internal Control System (ICS)
aims to detect potential sources of error and limit the resulting risks. It covers the financial
reporting of the entire RWE Group. This enables us to ensure with sufficient certainty that the
parent company and consolidated financial statements are prepared in compliance with
statutory regulations.

The design of the accounting-related ICS largely mirrors the organisation of our accounting
and financial reporting process. One of the main features of this process is the control over
the Group and its operating units. The basis is provided by the target parameters determined
by the Executive Board of RWE AG. Building on them and our expectations of the operating
business trend, we develop our medium-term plan once a year. It includes the figures
budgeted for the following fiscal year as well as the figures planned for subsequent years.
We prepare forecasts in line with the budget for financial years underway. The Executive
Board of RWE AG and the management boards of its major subsidiaries convene once a
quarter in order to evaluate the interim and annual financial statements and update the

forecasts.

Accounting is mostly organised locally. Occasionally, this task is performed by Group
companies for their subsidiaries. Certain processing tasks such as payroll accounting are
pooled at internal service providers like RWE Service GmbH or are at least subject to
uniform groupwide quality standards. A shared service centre is being built in Cracow,
Poland, to handle processes related to accounting transactions. As the holding company,
RWE AG performs central accounting tasks. These include consolidation, the accounting
treatment of provisions for pensions in Germany, and goodwill impairment tests. RWE AG is
also in charge of tasks relating to the management and monitoring of financial instruments,
money transactions, cash investments and tax group accounting. External service providers

are commissioned in certain cases.



The CEOs and CFOs or the managing directors of major subsidiaries as well as certain RWE
AG department heads must take an internal balance-sheet oath for external half and full-year
reporting. In addition, the members of the Executive Board of RWE AG take an external half
and fullyear balance-sheet oath and sign the responsibility statement. Thereby, they confirm
that the prescribed accounting standards have been adhered to and that the figures give a
true and fair view of the net assets, financial position and results of operations.

We prepare our financial statements using a groupwide reporting system that we also use to
prepare the budgets and forecasts. All fully consolidated subsidiaries use this system. It
forms the basis for a standardised data reporting process within the Group. The financial
accounting systems are largely maintained by RWE IT GmbH.

We identify risks in financial reporting at the divisional level on the basis of quantitative,
qualitative and process-related criteria. The foundations of the ICS are our generally binding
guidelines and ethical principles, which are also set out in RWE’s Code of Conduct. Building
on this, the minimum requirements for the major processing steps ensure the integrity of data
collection and management. The risks of individual balance-sheet items resulting from
subjective discretion or complex transactions are recorded in a groupwide risk and control
matrix. Once a year, we prove that the necessary controls have actually been implemented
and carried out properly. This is done by external auditors, or the management in charge of
performing the controls.

When in session, the Audit Committee of the Supervisory Board regularly concerns itself with
the effectiveness of the accounting-related ICS. Once a year, representatives of RWE AG’s
finance function present to the Committee on the risks of financial reporting. They also
explain which control measures were taken and how the proper implementation of the

controls was verified.
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