Annual Report 2000/01

,

o ! p—-
1I [
\-. ! Gas
' |
Waste
management




At a glance

RWE Group 2000/01 1999/2000 % Change

External net sales € million 62,878 47,918 + 31.2
Operating result € million 3,953 2,804 + 41.0
Profit before tax € million 2,238 2,151 + 4.0
Profit after tax € million 1,760 1,556 + 13.1
Net profit € million 1,264 1,212 + 4.3
Cash Flow € million 4,620 3,354 + 377
EBITDA € million 6,575 4,708 + 39.7
Return on Capital employed (ROCE)" % 11.5 2 2)
Capital costs (WACC)" % 9.5 2 2
Value added” € million 770 2 2
Capital employed® € million 37,757 2 2
Capital expenditure € million 13,408 4,923 + 1724

Earnings per share

Without goodwill write-down € 2.90 2.62 + 10.7
Including goodwill write-down € 2.24 2.24 0.0
Cash flow per share € 8.18 6.19 + 321
Dividend per share € 1.00* 1.00 0.0
Dividend including
tax credit per share € 1.43% 143 0.0
Workforce (June 30, 2001) Number 169,979 152,132 + 117

1) These figures result from the new RWE value management concept (see explanation on pages 54 to 59); capital costs (WACC) before tax

2) Due to major changes in the group'’s structure and changes to the value management concept, a comparison with the preceding year's figure is not meaningful.

3) Figures under 2000/01 relate to the short fiscal year of RWE AG from July 1, 2000 to December 31, 2000; an additional dividend of € 0.38 was paid on Type B
common shares.

Key events in 2000/01 p



Key events in 2000/01

07/2000 All clear for the

merger with VEW: on July 3, the
Cartel Office agrees to the amalga-
mation of RWE and VEW. The merg-
er to create the new RWE came into
retroactive effect on July 1, 2000.

08/2000 TESSAG -

operating as “RWE Solutions”
since September 1, 2001 - focuses
on its energy business: it has taken
over a top-ranking vendor of power
transformers - the Dutch firm SMIT.
Non-core business operations are
disposed of in the months following:
MAQUET (medical technology) and
the Rheinelektra-Technik Group
(building automation).

09/2 000 A quantum leap

forward in the water business: by
acquiring Thames Water, RWE
becomes the world’s third-largest
water utility. At the end of Septem-
ber, the companies agree on the
conditions for the takeover bid. The

purchase price is € 7.2 billion.

10/2000 “New rwe

organisation takes shape: eight
autonomous companies - five of
them newly created - take over the
energy and environmental activities

of RWE and VEW as from October 1.

The basic purpose of the new
organisation is to divide up the
value creation chain into fast-
response operating units.

11/2 000 New core Busi-

ness Area Water further strength-
ened: Following the successful
takeover, Thames Water becomes
the management company for RWE's
new core Water Business Area. By
acquiring E'town (USA) and ESSBIO,
the Number 2 in Chile's water
market, Thames Water upgrades its
international position in the water
sector.

12 /2 000 Withdrawal

from non-core business: RWE sells
its chemical operations managed
by RWE-DEA under the name of
CONDEA.

Conditions met: By selling its hold-
ings in the east German energy
companies VEAG and LAUBAG,

RWE complies with the principal
conditions of the Cartel Office for
the merger with VEW.



01/2001 The group

goes into the Slovakian natural
gas market: RWE Gas buys 40 % of
the storage company Nafta, thus
successfully progressing its Euro-
pean growth strategy.

02/2001 RWE expands its

regenerative energy production:
the subsidiary Harpen starts up its
first wind farm. Harpen will in future
be the RWE Group’s competence
centre for decentralised and regen-

erative energy production.

03/2001 Joint Venture in

the service station and refinery
business: RWE-DEA and Shell
Germany decide to pool their down-
stream activities into Shell & DEA
Oil GmbH. RWE-DEA has an option
to sell its 50 % holding to Shell
tax-free by January 1, 2004. The
amalgamation will create annual
synergies of around € 150 million.
The EU Commission and the Federal
Cartel Office still have to approve

the merger.

04/2001 Debut on the

bond market: RWE places a multi-
currency bond issue in four tranches
for a total volume of € 3.5 billion.
This is the largest issue ever made
by a German utility.

Key events in 2000/01

05/2001 The group enters

the Austrian energy market:

RWE Plus buys 49 % of the equity in
the principal shareholder of the
Carinthian power utility Karntner
Elektrizitats-Aktiengesellschaft
KELAG. The holding also offers a
favourable starting point for
expanding our market position in
South-East Europe.

First step towards tax-free
reduction of our stake in
Heidelberg: RWE sells more than

5 million shares in Heidelberger
Druckmaschinen, borrowed from a
financial investor, and thus initiates
a reduction of its Heidelberg holding
from 56.16 % to just over 50 %.

06/2001 Nuclear energy

agreement: on June 11, 2001, the
German nuclear energy operators
sign the agreement reached with
the federal government in June
2000 on further operation and run-
down of German nuclear power
plants.



Core business significantly upgraded vew nas been fuily integrated.

With the takeover of Thames Water, we have advanced into the front rank of the world’s water companies.

The result: four strengthened core business areas with leading positions.

Solutions for non-core busiNess thanks to the planned cooperation with Shell,
there are value-boosting prospects ahead for our service station and refinery business. Focus will be

sharpened by selling further companies.

SUCCGSSfU] tu rnarou nd Following a slide in electricity prices and reduced earnings in

the previous year, we improved the operating result by 41 %. Turnaround in our energy business has been

achieved.

Increased shareholder value anticipated weintend to increase the

operating result in the six-month short fiscal year in 2001 to above the level of the previous year’s equivalent
period - and thus create additional value for our shareholders.
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Letter to Shareholders

“The new RWE has set the pace in the

transformation process shaping Europe’s

energy and environment markets.”

The “new RWE" we introduced you to in the group’s last annual report has become reality. In just eighteen
months we have given the RWE Group a radically altered structure. Your company is today significantly more
effective and substantially more focused than ever before. At the same time, we have considerably
strengthened our core energy and environmental business, while successfully coping with the dramatic
effects of deregulation on Germany's electricity market. We have taken the hard lessons involved on board as
potential for the future: RWE is on course to become one of Europe’s most competitive utility companies.

Over the past fiscal year, we have demonstrated that we can act not only cross the board, but also swiftly,

with three main strategic focuses.

Expanding core business The merger with VEW has put us in a significantly stronger position in our
existing core business of electricity, gas, waste management and recycling. With the acquisition of Thames
Water, we have become the world’s Number 3 in the profitable water business, a quantum leap forward for
us in this sector, regarded as the utility market with the most attractive growth prospects. Our four-pillar
strategy thus now has a strong fourth cornerstone. Moreover, with contract terms of 15 to 30 years, the
water business supplies particularly stable contributions to profits. Both the merger with VEW and the
integration of Thames Water have been fully completed.



Letter to Shareholders

Dr. Dietmar Kuhnt, born in 1937 in Breslau,
studied law, joined the RWE Group in 1968, from 1992
to 1994 President and Chief Executive Officer at RWE
Energie AG and Executive Vice-President of RWE AG.
Since January 1995 President and Chief Executive
Officer of RWE AG. Current responsibilities: Corporate
Communications, Group Internal Audit, Group Manager
Development, Energy and Environmental Policy.

Divestment of peripheral operations Focusing on multi-utility also means that we formulate value-boosting
solutions for non-core lines of business. By cooperating with Shell in the field of refineries and service
stations, we have a highly competitive future-oriented vision for the extremely volatile downstream opera-
tions of RWE-DEA. In contrast to upstream activities, which comprise oil and gas production, these no longer
form part of our core business. Following approval by the EU Commission and the Federal Cartel Office, the
new Shell & DEA Oil GmbH will swiftly begin business operations.

We have also successfully completed our programme for selling off peripheral activities with a turnover
of € 3 billion, the sale of RWE-DEA's chemical operations constituting a major element. In addition, we have
taken the first step towards reducing our holding in Heidelberger Druckmaschinen AG to slightly above 50 %.

Cost leadership in the energy business Our cost-cutting campaign, one of the most ambitious pro-
grammes in Europe’s energy sector, is proceeding on schedule. If the wholesale electricity price remains at
least at its present level, the cost-cutting initiatives will ensure that we shall be earning profits again in
energy generation earlier than originally planned. We are benefiting here every day from the advantages of
our new organisational structure with its decentralised management companies along the value creation
chain, implemented on October 1, 2000: enhanced transparency, shorter reaction times, greater market-
responsiveness, and above all an entrepreneurial management culture significantly sharper in terms of

performance focus.
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Letter to Shareholders

Manfred Remmel,
| born in 1946 in Offen-
burg/Baden, studied
| industrial engineering,
until 1998 head of
production and materials
management in the pas-
senger car division of
DaimlerBenz AG, since
| January 1999 Executive
Vice-President of RWE AG
and President and CEO of
RWE Energie AG, from
October 2000 to August
2001 President and Chief
Executive Officer of RWE
Plus AG. Current respon-
sibilities: Multi-Utility.

Dr. Richard R. Klein, born in 1943 in Bad
Oeynhausen, studied economics, from 1986 to 1994
Chief Administrative Officer of the City of Duisburg,
joined the RWE Group in 1994. Since December 1996
Executive Vice-President of RWE AG. Current responsi-
bilities: Corporate Development, Mergers & Acquisi-
tions.

The key indicators for the last fiscal year provide a clear picture of what's been achieved:

m Consolidated net sales were up by 31 %, the operating result by 41 %. Both figures were crucially
influenced by two first-time consolidations in our core business: VEW and Thames Water.

m In the final quarter of the fiscal year, we achieved a turnaround in our electricity business, following a
downward trend unbroken over the previous seven quarters: despite high burdens, the Energy Business
Area finished up on the preceding year's level in this period, even when including VEW in the fourth quarter
of 1999/2000.

m This was made possible primarily by our cost-cutting campaign. We have reached our target of around
€ 1 billion in cost reductions during the 2000/01 fiscal year. With our return-driven pricing policy, we also
profited from the improved German electricity price level in new supply agreements.

m Our Water Business Area, formed following the acquisition of Thames Water and included in the
consolidated financial statements from November 2000, has already established itself as a highly
profitable component of RWE's multi-utility portfolio. Extrapolated over a twelve-month period, Water
would have contributed around 21 % to the operating result, though accounting for 4 % of net sales.

Our strategy: continuous value creation from profitable growth in our core energy and environment
business

Priority First in our strategy is increasing shareholder value. We achieve this by exploiting all value potential
in our existing business. And by selective external growth where the market is attractive enough in the

long term to justify deployment of our resources. With our four core lines of business: electricity, gas, water,
plus waste management and recycling, our aim is to be one of the leading multi-utility enterprises of an
increasingly united Europe, with a strong presence in the USA.

We are excellently equipped to succeed. In Germany, Europe’s largest utility market, we are already the
Number 1 in three of our four lines of business. In other European countries, we have established a presence
early on, so as to profit from their opportunities. We also intend to position ourselves more strongly in the



Letter to Shareholders

Dr. Klaus Sturany, born
in 1946 in Wehrda/Hesse,
studied mathematics, from
1997 to 1999 Speaker of
the board of management
of GEA AG. Since
December 1999 Executive
Vice-President of RWE AG.
Current responsibilities:
Finances, Group
Controlling, Investor
Relations, Accounting,
Taxes, Insurance.

Jan Zilius, born in 1946 in Marburg, studied law,
Dr. Gert Maichel, born in 1949 in Timmendorfer ~ joined the RWE Group in 1990, since April 1998 Execu-
Strand, studied agricultural economics and law, tive Vice-President of RWE AG and Labour Director.
until November 2000 President and Chief Executive Current responsibilities: Group Human Resources Man-
Officer of VEW AG, since October 2000 President agement, and Law/Corporate Affairs.
and Chief Executive Officer of RWE Power AG, since
November 24, 2000, Executive Vice-President of
RWE AG. Current responsibilities: Multi-Energy.

world’s biggest energy market, the USA. We already possess a good starting position here in the shape of our
group company CONSOL Energy - in terms of sales the Number 2 in the USA’s hard coal sector. However, we
do not want growth at any price. Each step is meticulously scrutinised for its contribution to group strategy
and profitability.

Multi-utility - more than four utilities
The new RWE stands for four clearly defined and highly competitive core lines of utility business. With multi-
utility, we aim to exploit the added strategic value offered by simultaneous presence in these fields:

m Competence synergies RWE's four business areas primarily address all our target groups: municipal
and industrial customers, plus private households. Marketing principles apply similar, since we operate

predominantly in regionally oriented, regulated markets.

m Sales synergies Added value is also created by cross-selling, with shared utilisation of customer bases
for different products. We are already operating this concept in municipal and industrial key account

business.

m Risk diversification Our activities are characterised by disparate volatility profiles. Whereas, for
example, the gas business is subject to severe short-term fluctuations, the long-term contracts obtain-
ing in the water sector also ensure corresponding long-term stable cash flows. With our four core busi-
ness areas we have both growth potential plus stability.

Outperformer on the German stock market

The most important yardstick for the success of this strategy is the performance of your RWE shares, which
was extremely gratifying during the year under review: the financial market is now significantly better
disposed towards RWE, and this has been evident in the share price. Since bottoming out at € 30.50 early in
February 2000, the lowest point since deregulation of the electricity market, the value of RWE's common
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Letter to Shareholders

share had risen by 52 % to reach € 46.30 by August 31. Including dividend payouts, the return on capital
since July 1, 2000 has been 36 %. RWE thus substantially outperformed the DAX, which fell by 25 % in the
same period.

Political framework: still unpropitious

Germany as an energy-producing nation needs favourable preconditions for competing at a European level.
But we are still having to operate in a largely unfavourable political framework. New legislation for promoting
renewable energies and cogeneration, for instance, entails substantially increased costs. Plus of course the
eco-tax. These measures alone mean the consumer is losing more than 80 % of the savings achieved under
deregulation.

The agreement reached in the previous year with the German federal government on further operation and
decommissioning of German nuclear power plants was signed in June 2001. Differing views on future
utilisation of nuclear energy remain in place, but this gives us calculable conditions for operating and de-
commissioning.

Further progress: following months of uncertainty, we have concluded the sale of our VEAG/LAUBAG shares
without having to sell our east German regional supplier envia. The conditions laid down by the Federal
Cartel Office for the merger of RWE and VEW have thus essentially been met. In the field of cogeneration, a
few months ago the preconditions for a more cost-efficient subvention policy without any quota arrangements
were successfully assured.

We are counting on the support of the German federal government when it comes to setting up national
regulatory bodies as currently being discussed by the EU Commission. We regard a regulatory body as dispen-
sable. With the Associations’ Agreement on electricity and the supplementary clauses to the Associations’
Agreement on gas signed in March 2001, the German energy market possesses significantly more flexible and
cost-efficient instruments for ensuring fully functional competition in the electricity and gas industries.



Letter to Shareholders

Good prospects for the short fiscal year in 2001

Despite turbulent waters: the outlook is good for the group’s new fiscal year, which will last only six months
before we change over to the calendar year. We are able to face the challenges of the electricity market
nowadays far more effectively than was the case only a year ago. Moreover, electricity price trends are more
favourable than at the beginning of the last fiscal year. Overall, then, we are confident that we shall further
improve our operating result.

Dear shareholders and friends of the company, RWE is and will remain in a continual state of change. In the
past year, we have met and mastered exceptionally testing challenges, and the new short fiscal year is not
going to be an easy one either. Our staff all over the world are facing the future with determined commitment.

The new RWE is based on an entrepreneurially driven, learning-focused corporate culture. There is much still
to be improved here. But within a very short time-frame we have already achieved quite a lot. That is much to
the credit of our staff, whom I should like to thank on behalf of the entire Executive Board for their flexibility
in regard to the sweeping changes involved. Our thanks also go to you as shareholders and partners of the
company, for your confidence in us. RWE is well equipped to continue enhancing shareholder value.

Essen, September 21, 2001

Yours sincerely,

Dr. Dietmar Kuhnt
President and Chief Executive Officer of RWE AG
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Report of the Supervisory Board

[ Bl

The reporting period from July 1, 2000 to June 30, 2001 corresponds to
that for the consolidated financial statements. Due to the different dates
adopted by RWE AG as the group’s parent company and by major group
companies in converting their fiscal year to the calendar year, the report
of the Supervisory Board refers in part to a period which has already been
dealt with by the report drawn up in connection with the individual finan-
cial statements of RWE AG for the short fiscal year from July 1, 2000 to

December 31, 2000.

The company was created on September 11, 2000
by converting as RWE AG fiir Beteiligungen, and
had an initial Supervisory Board consisting of three
members. Since completion of the changes in
status initiated after the merger between the
former RWE AG and VEW AG in January 2001, the
Supervisory Board has been constituted in com-

The Supervisory Boards in overview

pliance with the German Co-determination Act and
has 20 members.

The Supervisory Board discharged its obligations
pursuant to the law and the articles of incorpor-
ation and monitored the management of the
company by the Executive Board. It received com-

July 1, 2000 to November 24, 2000:
January 1, 2000 to November 24, 2000:
September 11, 2000 to January 5, 2001:

January 5, 2001 (representatives of shareholders) and

January 9, 2001 (representatives of employees):

Supervisory Board of RWE AG (old)

Supervisory Board of VEW AG

Initial Supervisory Board of RWE AG fiir Beteiligungen,
from November 24, 2000 operating as RWE AG

Co-determined Supervisory Board of RWE AG



prehensive oral and written reports from the Exec-
utive Board on the progress of the business, the
financial position and development of the compa-
ny and the group, and on transactions of signi-
ficant importance. It discussed this information
with the Executive Board, and took the decisions

required by law and the articles of incorporation.

In the period under review, the Supervisory Board
met six times, and the executive committee of the
Supervisory Board and the committee for dealing
with personnel issues relating to the Executive
Board once each. The mediation committee pur-
suant to Sec. 27, Para. 3 of the German Codeter-
mination Act was not convened. Outside the
meetings, the Chairman of the Supervisory Board
was provided with regular reports by his counter-
part on the Executive Board, and important
matters concerning the company and the group
were dealt with in individual discussions.

The second half of the 2000 calendar year was
dominated by the merger between the former RWE
AG and VEW AG, plus implementation of the new
group structure introduced on October 1, 2000.
The Executive Board kept the Supervisory Board
informed about progress in the integration process

Report of the Supervisory Board

Dr. h.c. Friedel Neuber

and compliance with the sale conditions entailed
by the merger. Developments in the electricity
market, particularly electricity prices and fuel
costs, were addressed in detail, plus the effects of
the German legislation for subsidising renewable
energies and cogeneration. The Supervisory Board
was kept regularly updated on action on implement-
ing the cost-cutting programme. After the Super-
visory Board of the former RWE AG had already
consented to the signing of the agreement
between the German federal government and the
energy utilities on the future utilisation of nuclear
energy, it also approved the issue of a guarantee
commitment for replenishing the statutory cover
for atomic power.

The Supervisory Board has repeatedly dealt with
the strategic planning for expanding the core busi-
ness areas. This also included the establishment of
an autonomous and enhanced Water Business Area
following the acquisition of Thames Water Plc. In
this context, the Supervisory Board approved the
purchase of a stake in Karntner Energieholding
Beteiligungs GmbH, and the restructuring of invest-
ments in regional suppliers to the Rhine-Main-
Neckar conurbations to form Stiwag Energie AG.
The Supervisory Board approved the acquisition of
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Report of the Supervisory Board

Supervisory Board

As of Sep. 22, 2001 Dr. h.c. Friedel Neuber
' Chairman

Erwin Winkel”
Deputy Chairman

majority holdings in the two Dutch gas companies
Obragas and Intergas. In an extraordinary
Supervisory Board meeting, the Supervisory Board
held detailed discussions with the Executive Board
on the issue of a public bid to purchase all the
shares in the Spanish energy utility Hidroeléctrica
del Cantabrico S. A., Oviedo, which proved unsuc-
cessful, due to a higher bid from a competitor. The
formation of a joint venture between RWE-DEA
Aktiengesellschaft fiir Mineraloel und Chemie and
Deutsche Shell GmbH in the downstream segment
was also approved by the Supervisory Board, who
welcomed the strengthening of this business thus
achieved.

Regular features of Executive Board reports and
discussions were the sales and earnings per-
formance in the individual business areas and the
group as a whole. This also included medium-term
planning and risk management.

Dr. Paul Achleitner

Ralf Hiltenkamp”
Carl-Ludwig von Boehm-Bezing Heinz-Eberhard Holl

Berthold Huber”
Berthold Krell”
Dr. Gerhard Langemeyer

Frank Bsirske”
Burkhard Drescher
Johann Heip"

The consolidated financial statements drawn up in
conformity with International Accounting
Standards, plus the group management report for
the period from July 1, 2000 to June 30, 2001,
including the accounting systems, have been
audited by the auditors appointed by the AGM
held on June 7, 2001 and commissioned by the
Supervisory Board to audit the consolidated finan-
cial statements, PwC Deutsche Revision Aktien-
gesellschaft Wirtschaftspriifungsgesellschaft,
Frankfurt am Main, Essen Branch Office; they have
appended their unqualified opinion on the con-
solidated financial statements.

The annual report with the consolidated financial
statements and the group management report and
the auditor’s report were submitted to all mem-
bers of the Supervisory Board in good time before
the meeting on the accounts on September 21,
2001. The documents were discussed in detail at
this meeting. The auditors who signed the audit
report presented the material findings of their
audit, and were available to answer questions. The
Supervisory Board has reviewed the consolidated
financial statements and the group’s management
report. No objections are to be raised after the
final result of this review.



Dr. Wolfgang Reiniger  Klaus-Dieter Siidhofer”
Giinter Reppien” Dr. Alfons Friedrich Titzrath
Bernhard von Rothkirch” Prof. Karel Van Miert

Dr. Manfred Schneider

Ernst-W. Stuckert”

*) Employee Representative

Report of the Supervisory Board

Following constitution of the Co-determined Super-
visory Board, Herr Erwin Hahn retired from the
Supervisory Board. Under a ruling by Essen District
Court on May 23, 2001, Herr Ralf Hiltenkamp has
been appointed a member of the Supervisory
Board in his place. The Supervisory Board thanks
Herr Hahn for his hard work and commitment. On
expiry of the AGM held on June 7, 2001, the term
in office ended for the representatives of the
shareholders on the Supervisory Board. For this
reason, Dr. Friedhelm Gieske retired from the
Supervisory Board. The Supervisory Board thanks
Dr. Gieske for his long years of devoted service in
the interests of the RWE Group. Besides the
existing representatives of the shareholders, the
AGM elected Prof. Karel Van Miert as a member of
the Supervisory Board for the first time. Dr. h.c.
Neuber was elected Chairman in the subsequently
constituted meeting.

The Supervisory Board thanks all staff and the
members of all management bodies in the RWE
Group for their hard work and commitment in a
changed business environment.

Essen, September 21, 2001

The Supervisory Board

/4"..«4"-./

Dr. h.c. Friedel Neuber

- Chairman -
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Special Feature




Water - the new fourth pillar of

RWE's multi-utility strategy

The acquisition of Thames Water was a decisive step within RWE's
strategy. We have become the third-largest company in the global water
business, the utility market with the most attractive growth prospects.
This gives our strategy a strong fourth pillar.

Acquiring Thames Water, the UK water utility, was
the most decisive step made by RWE to expand its
core business in the last fiscal year. This step laid
the foundation for the new RWE water business. It
complements the existing core businesses -
energy, environmental services, industrial services
- and contributes strong revenues and excellent
growth prospects. With the high profitability typi-
cal of water operations, the new business will play
a prominent role in RWE's value enhancement
strategy.

Water - the oil of the 21* century?

Thames Water has given us broad access to the
world-wide water market, the utility sector
showing the strongest growth. This is the result of
the rapidly growing global demand for services
related to drinking and industrial water supplies,
as well as waste water treatment. Just consider the
growing number of consumers: the world’s popula-
tion will increase from six billion to eight billion
over the next 25 years. Quality will play a key role:
statistically, 20 % of the population have no access
to clean drinking water; half of the world lacks
adequate sanitation facilities. The need to catch
up mainly exists in developing and emerging coun-
tries. In the developed markets of Europe, North

America and Australia, development is driven by
growing environmental awareness and ageing
infrastructure. Here, the pressure on largely munic-
ipal water utilities to make extensive investments
and improve efficiency is constantly increasing.
This intensifies the trend to involve private service
providers. Opportunities range from the acquisi-
tion of entire water companies, to long-term
concessions and operation and maintenance
agreements, and the assumption of overall respon-
sibility for building and operating large-scale
plants. Estimates assume that net sales of private
suppliers will more than quadruple by 2010, re-
presenting a global market of over € 430 billion.

Strong platform for international growth

With Thames Water we are in a strong position to
benefit from this growth potential. The company
based in London employs 14,000 people and is the
third-largest provider in the international water
sector. Today, the RWE water business provides
approximately 43 million people with water and
waste water services. This gives us the critical
mass required in this global business. Thames
Water already has a presence in 44 countries on
five continents, including RWE Aqua which was
integrated into Thames Water in January 2001.
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Aqua has major projects in Berlin, Budapest and
Zagreb and provides Thames Water with excellent
market access in Germany and Eastern Europe.

Experience from major international projects
Thames Water has been operating internationally
since 1989. This was the year when the British
water sector was privatised, which prompted the
water specialist to look for growth opportunities in
new markets. Success came quickly: today, 67 %
of the people supplied by Thames Water live
outside the UK. One of the regions Thames Water
is focusing on is the USA, the world’s biggest
water market, and one of the growth regions of
the future. Thames has already gained a foothold
in this important market by acquiring E'town and
in the provision of water services to the Puerto
Rican capital, San Juan. The American market is

considered to be one of the centres of growth in
the coming years. In South America, we recently
acquired a majority stake in ESSBIO, the second-
largest water company in Chile. In Australia, we
supply two major industrial consumers and
operate the largest private water company on the
continent, serving the city of Adelaide, in a joint
venture partnership. In Asia, our activities include
water supply and water treatment projects in
Shanghai, Jakarta, and Bangkok. In Izmit, Turkey,
Thames Water has commissioned the most
extensive privately funded water project in the
world. In Cairo, we are responsible for the world’s
largest waste water treatment plant. We are
constantly developing new projects, and plan to
significantly increase the share of the operating
result generated in markets outside of the UK.
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Valuable advantage: No. 1 company in the
world’s toughest water market

Since privatisation in 1989, the UK water market has
been subject to strict regulatory requirements con-
cerning prices and quality standards. Thames Water
has met or exceeded these requirements and is con-
sidered the leading water supplier in the UK. The key
factors for success have been Thames Water’s focus
on tight cost control, economic infrastructure invest-
ments and efficient plant operation, while meeting
all quality and environmental objectives. The result
has been that our customers in Greater London and
the Thames valley, where we serve 12 million people,
benefit from the lowest average prices in the UK.
Moreover, Thames Water has constantly improved its
profitability with savings exceeding the level
required by the regulator. This expertise makes us a
highly attractive partner in the international arena.
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High-yield business with long-term prospects
Water services are the most profitable area of our
core business. Large profits in this sector usually
require high up-front capital expenditure. The
incentive for private service providers is the excel-
lent rate of return provided by this capital expendi-
ture. Contract durations ranging from 15 to 30
years are also a characteristic feature of this
business. Altogether, this results in a high-quality,
stable cash flow. In the fiscal year ended June
2001, Thames Water made a significant profit con-
tribution to the RWE group. In only seven and a
half months and with less than 3 % of the Group’s
net sales, the water business generated 14 % of
the operating result. Extrapolated to a period of
twelve months, this figure would amount to 21 %
of the operating result.
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With its European umbrella-brand campaign launched in press and television under the
motto “imagine”, RWE stands out distinctively from its competitors: as a leading inter-
national multi-utility enterprise. Developed on the basis of John Lennon’s world-famous
song, “imagine” communicates the core message of RWE as a brand: dependability,
innovative power, customer-responsiveness and future-driven focus.
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Significant price gains for RWE shares

The RWE share price rose significantly during the year under review, a
sign that the capital market appreciates the value-boosting refocusing of
the “RWE story”. Moreover, utility stocks are starting to regain favour in
investors’ eyes. We are seizing this opportunity. With an open, proactive
communication strategy, addressing the interests of institutional and

private investors alike.

RWE common stock price up 38 % in the year

under review

Following substantial price gains in the previous
year, the German share index DAX fell by 12 % to

Comparative performance”

6,058 points (June 30, 2001) in the reporting year,

a decline essentially attributable to revaluation of

stocks in the technology and telecommunication

sectors, plus the business-cycle slowdown in the

of RWE shares in % p.a. 1 year 5years 10 years
RWE common share +38.0 +11.9 +12.1
RWE preference share +33.2 + 117 +11.8
DAX 30 -12.2 + 18.8 + 14.1
CDAX Utilities +22.9 +12.0 + 14.0
Dow Jones EURO STOXX 50 -16.4 + 227 +18.5
Dow Jones EUROPE STOXX 50 -14.7 + 224 + 184
Dow Jones STOXX -11.1 +18.9 +15.5
Dow Jones STOXX Utility + 4.3 +19.1 + 15.7
REXP? + 6.8 + 6.2 + 7.8

1) Price developments of shares and share indices including cash dividends and earnings from capital market activities

2) Index for government securities on the German bond market with a remaining term of 0.5 to 10.5 years, with due regard to

price changes and interest income
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USA and Europe. RWE's stock was able to buck this
trend: the common shares gained 38 % between
July 1, 2000 and June 30, 2001, making the RWE
common share the second-best performer out of
all DAX stocks in this period. The preference
shares were up by 33 %. Both these rises were
caused firstly by a trend among many institutional
investors to opt for comparatively stable stocks
like utility shares. German utility stocks came in for
increased attention here again, thanks to slightly
higher electricity prices. Moreover, RWE enjoyed
enhanced levels of acceptance in appreciation of
its fundamental strategic and operating initiatives.
More and more analysts assess the group’s concen-
tration on its core business as a basis for revaluing
the stock. The restructuring of the Energy Business
Area, the acquisition of Thames Water, and the
planned joint venture with Shell in the petroleum
downstream operations are seen as important
milestones in this context.

August 31, 2001

Weaker since the new fiscal year began

Up to the end of August 2001, the RWE stock was
being quoted at only slightly under the price of
June 30, 2001, whereas the DAX fell substantially
during this period. Early in September the continu-
ing downward trend on the DAX also affected the
RWE shares, whose prices now dropped significantly
as well. Taking an overall view, however, the RWE
stock has nonetheless performed much better than
the DAX since the end of the year under review.

RWE shares an attractive long-term investment
RWE shares continued to prove a rewarding invest-
ment, not least for investment strategies based on
long-term considerations. Anyone investing in
RWE common stock back in 1991 would have seen
his/her investment grow by 213 % by the end of
June 2001, a return of 12.1 % per annum. An RWE
securities account worth € 10,000, for instance,
would have increased to € 31,252 in this period.
With preference shares, the asset would have risen
to € 30,543. These performance data assume that
the full amount of dividends and revenues from

rights issues was re-invested in RWE stock.
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€ 1 dividend for RWE's short fiscal year as well
Despite the changeover of the fiscal year and the
correspondingly shortened fiscal year of the hold-
ing company from July 1 to December 31, 2000,
we have kept the payout constant. Following the
AGM of RWE AG held on June 7, 2001, an un-
changed dividend of € 1 per individual share
certificate was paid. The Type B common shares
created following the merger with VEW have been
converted into regular common shares after pay-
ment of an additional dividend amounting to 0.38
per share in accordance with the articles of in-
corporation. RWE AG's capital stock is thus divided
into 531 million common shares and 39 million
preference shares. The total payout for the 2000
fiscal year by RWE AG came to € 563 million
following € 523 million in the previous year.

AGM approves new share buy-back programme

Our last share buy-back programme was success-
fully completed in October 2000, up until then the
most extensive of its kind in Germany. We bought
back a total of 43 million preference shares at an
average price of € 30.35. In addition, before the
merger, VEW had purchased 12.5 million RWE
common shares. This means that in all around 10 %
of RWE's equity capital has been taken off the mar-
ket. We have thus succeeded in keeping the in-
crease in the total number of shares to a minimum,
notwithstanding the share exchange schemes
operated as part of the merger with VEW. It rose
from 555 million by a mere 3 %, to 570 million.

The AGM held on June 7, 2001 approved another
share buy-back programme covering 10 % of the
capital, and applying to both common and prefer-
ence shares. We thus have an opportunity to
further reduce the already low number of 39 million
preference shares. Also, we can now retain beyond
November 24, 2001, 7.6 million of our own shares
which have been held by RWE Power since the
merger with VEW and originally would have had to
be sold within twelve months of the merger.
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RWE share indicators 2000/01 1999/2000 1998/99 1997/98 1996/97
per share®
Earnings?
Before goodwill amortisation € 2.90 2.62 2.31 2.11 1.64
Incl. goodwill amortisation € 2.24 2.24 2.07 1.80 1.64
Cash Flow? € 8.18 6.19 8.25 847 8.70
Dividend? € 1.00 1.00 1.00 0.92 0.82
Dividend incl. tax credit® € 143 143 143 131 1.17
Balance sheet ratio® € 12.84 11.00 10.92 10.15 10.95
Common share prices
End of year (June 30) € 46.98 35.20 44.89 54.61 38.35
Highest € 51.70 46.55 5548 56.50 40.32
Lowest € 35.00 30.50 36.20 37.32 26.95
Preference share prices
End of year (June 30) € 35.30 2840 33.70 3942 31.04
Highest € 38.10 34.70 40.65 43.87 32.08
Lowest € 28.50 24.95 23.50 30.32 21.94
Dividend paid € million 563 523 555 511 455
Payout ratio® % 44.6 43.2 48.3 51.2 68.2
Number of shares (June 30) million 570.0 523.3 555.3 555.3 555.3
Common shares million 531.0 473.0 473.0 3304 3304
Preference shares million 39.0 50.3 82.3 217.8 217.8
Market capitalisation (June 30) € billion 26.3 18.1 24.0 27.0 19.7

1) Weighted average number of shares outstanding in 2000/01: 564.6 million (previous year: 541.5 million)

2) From the 1997/98 fiscal year based on IAS

3) Dividend in 2000/01 for Type A common shares and preference shares for RWE AG's short fiscal year from July 1, 2000 to December 31, 2000; for Type B common
shares, in accordance with the articles of incorporation, an additional dividend of € 0.38 was paid; dividend for 1997/98 including anniversary bonus of € 0.05

4) Equity capital (less proposed dividend) per share

5) Related to RWE AG's net profit; 2000/01 related to the RWE Group's net profit
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Stock option programme extended to newly
joined companies

In the 2000/01 fiscal year, too, we gave our senior
managers an additional performance incentive
with a stock option programme. Due to the merger,
the number of managers involved rose from
around 700 to approximately 830. The 2001
tranche, which we issued after the last AGM of the
old RWE on November 23, 2000, comprises around
5.1 million options on RWE common stock. In
addition, around 735,000 options have been
issued to about 13,800 persons under the existing
stock option programme for employees.

Investor relations again significantly

strengthened

Extensive changes also need extensive explana-
tions. That is why we have further intensified
communications with the capital market. The aim
here was to maximise transparency in order to
show institutional and private investors the value-
boosting effects of our strategic refocus. We are
devoting particular attention in this context to
making important information equally available to
all our target groups. We are also emphasising a
high degree of direct personal communication.

Compared to the previous year, we have once
again upgraded the scope of information
provided:

m We have expanded our road-show activities,
and now regularly visit fund managers in a total
of 15 European and five North American finan-
cial centres.

m Since January 2001, our new Investor Relations
Office has been liaising with the English-
speaking capital markets from London, focusing
principally on the United Kingdom and the USA.

m The RWE analysts’ conferences are broadcast on
the Internet, and thus accessible to private
shareholders as well.
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m With “Company Field Trips” to management Debt Investor Relations launched
companies like RWE Rheinbraun, RWE Net, RWE Following the successful placement of our com-
Trading and Thames Water, we provide analysts pany bond issue of € 3.5 billion, we have
and investors with on-the-spot presentations on commenced routine communication with the debt
topical subjects by the senior managers capital market. This means that now around 100
involved in each case. bond investors and credit analysts are also among
m On the Internet, we additionally offer private our contacts. RWE's long-term credit-worthiness
shareholders current analysts’ ratings on the remains exceptionally high even after the issue.
RWE stock. Our Moody's rating, for instance, is Aa3, and

Standard & Poor’s put us at AA-.

Contact addresses

Shareholder Hotline

Germany: 01801405060
Abroad (excluding USA): 0049 1801405060
USA: 01149 1801405060
Internet: www.rwe.com

E-Mail: invest@rwe.com
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The new RWE: more focus, more tempo, more growth

The 2000/01 fiscal year saw radical changes for the RWE Group. The
merger between RWE and VEW has been successfully completed. With the
acquisition of Thames Water we have become the world’s Number 3 in
terms of water business. At the same time, we have focused the group’s
structure in its core business on increased shareholder value. And we have
achieved turnaround in the difficult electricity business. The operating

result rose by 41 %.

Global economy hit by US downturn

During the course of the 2000/01 fiscal year, eco-
nomic growth worldwide showed a perceptible slow-
down, triggered firstly by higher crude oil prices and
secondly by the slackening dynamism of the USA’s
economy. The EU member states, too, saw their
economies falter, though to a lesser extent than in
the USA. In the newly industrialising countries of
the Far East, declining demand from abroad left its
traces. The economic outlook turned gloomy, too, in
the key markets of Latin America. The German busi-
ness cycle likewise suffered from weakening exports,
with GDP growth down significantly. Capital expen-
diture on equipment, especially, showed diminishing
expansion - in spite of high capacity utilisation. The
consumption upturn expected following the tax
reform at the beginning of 2001 failed to materialise.

Sectoral trends for RWE: largely stable overall
The steep rise in import prices for oil and gas, plus
continuing fierce competition in the electricity
markets, dominated the energy industry during
the year under review. Electricity prices, however,
have stabilised compared to the preceding year's
sharp tumbles. Colder weather than in the previous
year boosted demand for energy, as did the still-
favourable level of industrial production. Both
these factors caused primary energy consumption
in Germany to increase by around 1.7 % faster than
the long-term trend. While electricity consumption
rose by 1%, gas consumption showed a slight
drop, due primarily to prices.

The dynamic growth of the private-sector water
market continued. In North and South America, in



Central and Eastern Europe, and in Asia, particular-

ly, numerous cities and regions transferred their
water supply to private companies. In general, the
water business is less susceptible to business-cycle
fluctuations than other utility sectors.

Competition in Germany's waste disposal market
showed no signs of slackening. Increasingly,
municipal enterprises are moving into the private
companies’ markets. Nonetheless, private-sector
waste disposal business profited from higher
recycling quantities and an accelerating trend
towards privatisation.

TESSAG's markets again exhibited disparate
trends. There was buoyant demand initially in the
IT and communication sectors, but it slackened
considerably in the second half of the year, as both
sectors started to weaken. The demand for power
current technology remained low at first, reflecting
a restrictive expenditure policy on the part of Ger-
man energy suppliers, but revived during the
course of the year.

Annual Review

In the petroleum sector, crude oil prices were at a
high level in the upstream segment over the entire
fiscal year, reaching their peak in the autumn of
2000. The principal causes involved were OPEC’s
restrictive production policy and anticipated
supply bottlenecks in the USA. Due to a shortage
of refinery capacity, processing margins, too, rose
significantly. In the difficult German service
station market, margins improved again, following
a ferocious price war in 2000.

The international printing industry profited from
macro-economically driven higher demand for
printed matter, creating a favourable investment
climate for printing presses.

As economies weakened, the tempo of growth in
the international construction industry slowed
down worldwide. Once again, however, the
German construction industry was particularly
weak, with the now almost eight-year-old
recession reaching a new trough.
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RWE Group Sales by region 2000/01 1999/2000
Germany 62.1% 63.2%
Rest of Europe 12.9% 14.2%
America 19.5% 19.1%
Asia 3.5% 2.8%
Africa 0.4% 0.4%
Australia 1.6 % 0.3%

M3

Sales: substantial growth boosted by first-time
consolidation effects and successful petroleum
business

Consolidated net sales, at € 62.9 billion, were

31.2 % up on the preceding year's level, a rise

largely attributable to consolidation effects:

m the inclusion of VEW as from July 1, 2000,
principally in the group’s Energy and Environ-
mental Services Business Areas (€ 5.1 billion),

m the first-time consolidation of Thames Water as
from November 9, 2000 in the new Water Busi-
ness Area (€ 1.7 billion) and

m at HOCHTIEF AG first-time consolidation of
the Australian company Leighton Holdings
(€ 14 billion), hitherto treated as an associate,
plus the first full-year consolidation of the
American company Turner (€ 1.5 billion).

Sales were affected by the sell-off of the Petroleum
and Chemicals Business Area’s chemical operations
(turnover in 1999/2000: € 2.6 billion), which left
the group with effect from February 28, 2001.

Adjusted for consolidation effects, we increased
group net sales by 15.1 %, a rise overwhelmingly
attributable to the steep increase in our earnings
in the Petroleum and Chemicals Business Area. The
international proportion of consolidated net sales
rose from 36.8 % to 37.9 %.

Sales in the Energy Business Area rose by 49.5 %.
This increase is essentially attributable to the in-
clusion of VEW. Adjusted for first-time-consolida-
tion and deconsolidation effects, sales would have
risen by 20.3 %. Electricity sales were 36 % up on
the preceding year. The principal factor behind
this rise, besides the merger with VEW, was the
steep growth in trading business achieved by RWE
Trading. Another factor behind increased sales was
price rises brought about by Germany’s new legis-
lation on renewable energies (EEG) and on sub-
sidising cogeneration facilities (KWK). The sales
figures were adversely affected predominantly by
electricity supply agreements with price discounts
dating from the initial phase of deregulation. In
our gas business, sales were up by 484.1%, a rise
primarily attributable to the merger with VEW, but
also to price increases. In our lignite business, net
sales volume was down by 68 %, due principally to
the sale of LAUBAG demanded by the German
Cartel Office. External net sales at our American
company CONSOL Energy were up by 22.1%, an
increase primarily reflecting currency translation
effects, the high price level for hard coal, and the
expansion of the company’s gas business.

The Water Business Area achieved sales of around
€ 1.7 billion in the seven and a half months of its
inclusion in RWE's consolidated financial



RWE Group External net sales in € million
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2000/01 1999/2000 % Change

Energy
of which electricity/natural gas tax
Water
Environmental Services
Industrial Services
Petroleum and Chemicals
of which mineral oil tax
Financial holdings
Heidelberger Druckmaschinen
HOCHTIEF

Other activities

20,232 13,536 + 495

690 443 + 55.8
1,690 L L
2,045 1,524 + 34.2
2,221 2,239 - 0.8

20,097 18,008 + 11.6
5,437 5,049 + 17
5,303 4,602 + 15.2

11,027 7,960 + 38.5

263 49 + 436.7

Total

62,878 47,918 + 31.2

Germany

International

39,058 30,290 + 28.9
23,820 17,628 + 351

*) The Water Business Area has only existed since November 2000.

statements for 2000/01. Revenues were boosted
particularly by company takeovers in the USA and
Chile. By contrast, sales in the British water
business declined as anticipated, following regula-
tory price adjustments.

The Environmental Services Business Area
improved its sales by 34.2 %, a rise primarily
attributable to integration of the former VEW sub-
sidiary Edelhoff. Other factors were higher prices
for secondary raw materials and larger waste dis-
posal volumes. Excluding first-time consolidations
and deconsolidations, we would have increased
sales by 5%.

The Industrial Services Business Area (TESSAG)
was 0.8 % down on the preceding year. The slight
decrease is principally due to sale of its peripheral
activities in engineering services and medical

technology. Excluding consolidation effects, sales
would have been up by 4.5%. Volumes were up at
the Networks and Energy Engineering System Seg-
ments.

In the financial holdings area, the printing press
manufacturers Heidelberger Druckmaschinen AG
achieved organic and currency translation-boosted
growth of 15.2 %. Sales at HOCHTIEF AG increased
by 38.5 %, due not least to consolidation effects.
On an adjusted basis, they would have risen by
4%, notwithstanding the adverse market situation
in Germany.

Operating result: double-digit increase boosted
by first-time consolidations and high profits in
our petroleum business

The operating result was 41 % up on the preceding
year's figure, at € 3,953 million. The principal
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RWE Group Operating result by
business area in € million

2000/01 1999/2000 % Change

Energy 1,987 1,834 + 83
Water 563 L E
Environmental Services 135 122 + 107
Industrial Services 38 56 - 321
Petroleum and Chemicals 844 407 + 1074
Financial holdings

Heidelberger Druckmaschinen 510 463 + 10.2

HOCHTIEF 97 156 - 378
Other activities/holding company/consolidation - 221 - 234 + 5.6
Total 3,953 2,804 + 41.0

*) The Water Business Area has only existed since November 2000.

factors behind this steep increase were VEW and
Thames Water, plus the record profits in the
Petroleum and Chemicals Business Area. Adjusted
for consolidation effects arising from VEW and
Thames Water, the group’s operating result was
around 5.8 % up on the preceding year. EBITDA
(earnings before interest, tax, depreciation and
amortisation) rose by 39.7 % to reach € 6,575 million.

The Energy Business Area’s operating result was
8.3 % above the previous year's level, due to the
first-time consolidation of VEW. If VEW had been
included in the figure for the preceding year, there
would have been a decrease of 6.9 %. In the final
quarter of the fiscal year, however, we succeeded
in reversing the downward trend in electricity busi-
ness sustained over the past seven quarters: in
spite of high burdens, the Energy Business Area
finished above the preceding year’s level in the
fourth quarter of 2000/01 on a consolidation-
adjusted basis. The recovery was made possible by
rigorously pursuing the cost-cutting programme,
and by a return-driven pricing policy for new

agreements in the electricity sector. We were thus
able to profit from stabilised prices. To sum up, we
successfully surmounted a variety of adverse
factors: knock-on effects from the previous year's
electricity price reductions, costs incurred by imple-
menting new energy legislation, plus increased
fuel costs for power generation.

Though included for only seven and a half months,
the Water Business Area provided a contribution of
€ 563 million, accounting for 14.2 % of the operat-
ing result. Extrapolated to twelve months, this
would have been 21 %.

In the Environmental Services Business Area, the
operating result was up by 10.7 %. Growth was
predominantly attributable to first-time consolida-
tion of the former VEW subsidiary Edelhoff.

The Industrial Services Business Area (TESSAG) fin-
ished 32.1% down on the previous year's figure,
due to deconsolidation of peripheral operations
sold, plus declining demand in the communication
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Income Statement” in € million 2000/01 1999/2000 % Change
Profit from operating activities 3,161 129 +2,3504
+ Result of investments 638 2912 - 781
- Non-operating result (+) 112 - 282 - 1397
+ Interest credit on advance payments received 42 45 - 6.7
Operating result 3,953 2,804 + 41.0
Non-operating result - 112 282 - 1397
Financial result -1,603 - 935 - 714
Profit before tax 2,238 2,151 + 4.0
Taxes on income - 478 - 595 + 19.7
Profit after tax 1,760 1,556 + 13.1
Minority interests - 496 - 344 - 442
Net profit 1,264 1,212 + 4.3

*) Including reconciliation from “profit from operating activities” as per IAS income statement to the critical management factor
“operating result”

technology and industrial plant construction oil and gas, the upstream segment generated an
sectors. Thanks to our restructuring and cost- above-average contribution to profits. The down-
cutting initiatives launched in the preceding year, stream segment performed particularly well, bene-
however, we were able to partially compensate for fiting especially from substantially increased
these setbacks. margins in petroleum manufacturing.
The Petroleum and Chemicals Business Area more In financial holdings, Heidelberger Druck-
than doubled its profit. Because of high prices for maschinen AG improved its operating result by

RWE Group

Reconciliation to EBITDA in € million 2000/01 1999/2000 % Change

Operating result 3,953 2,804 + 41.0

- Operating result from investments - 405 - 301 + 34.6

+ Operating write-downs 3,027 2,205 + 37.3

EBITDA 6,575 4,708 + 39.7
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RWE Group
Cash Flow Statement” in € million

2000/01 1999/2000 % Change

Cash Flow 4,620 3,354 + 377
Net cash from operating activities 3,814 3,241 + 177
Net cash used in investing activities - 7,520 - 889 - 745.9
Net cash used in financing activities 2,402 - 2,829 + 184.9
Net change in cash and

cash equivalents -1,304 - 477 - 1734
Cash and cash equivalents at year end 3,052 2,812 + 8.5
Net securities and cash and cash equivalents at year end 135 15,097 - 99.1

*) The complete cash flow statement can be found in the notes on this annual report on page 116.

10.2 %, aided by vigorous growth in the Sheetfed
Division. This was offset by expenditure on the
printing trade fair drupa 2000 and the continuing-
ly high advance expenditure in the Digital
Division. The operating result of HOCHTIEF AG
was down by 37.8 %. While the North American
segment (Turner) performed particularly well, the
profit from our German operations showed a
further decline, hit by general pressure on margins
and difficult supplementary negotiations.

Net profit: only slightly improved on the preced-
ing year's exceptionally high figure

Profit before taxes rose by 4 %, an increase below
that achieved for the operating result. The reasons
for this include sharp falls in the non-operating
and financial results, with the non-operating result
down by 139.7 % to € - 112 million. The high
capital gains earned in the preceding year, partic-
ularly from the sale of our telecommunication busi-
ness, were not matched by comparable profits in
the year under review. Moreover, the figures were
hit by increased goodwill amortisation, primarily

due to the merger with VEW and the takeover of
Thames Water. The financial result was down by
714 % to € - 1,603 million, a drop principally
reflecting interest expenses for financing the
acquisition of Thames Water and the first-time
inclusion of the financial result from the British
water company, and also a high proportion of
interest expense in long-term provisions following
the integration of VEW.

The profit after tax, up by 13.1 %, increased more
steeply than pretax profits, due to lower tax expen-
diture, principally attributable to the sale of invest-
ments and the effects of the German tax reform.
Our effective tax rate ratio in the past fiscal year
was 21.4 %, following 27.7 % in the preceding year.
Minority interests increased by 44.2 %, a rise prin-
cipally reflecting higher profits at CONSOL and
Heidelberg compared to the previous year, plus
minority interests at companies consolidated for
the first time. The net profit at € 1,264 million was
4.3 % above the preceding year's level.
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Balance Sheet Structure
as of June 30, 2001
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€ million % Change

Assets

Fixed assets

Inventories, accounts receivable, etc.
Cash and cash equivalents

Deferred taxes

Total

Shareholders’ equity and liabilities
Equity and minority interests
Long-term provisions

Other long-term funding

Short-term provisions and liabilities

Deferred taxes

Total

54,589 624
21,729 24.9
3,052 3.5
8,056 9.2
87,426
10,843 124
32,642 37.3
12,622 144
26,190 30.0
5,129 5.9
87,426

Cash Flow: significant rise

In the period under review, the cash flow was
37.7 % up on the preceding year, at € 4,620
million, a rise mainly attributable to an improved
operating result in the Petroleum and Chemicals
Business Area and the first-time inclusion of
Thames Water. The net cash from operating activi-
ties was also up at € 3,814 million, reflecting not
only the substantially improved cash flow for the
current year but also the reduced build-up of

working capital compared to the preceding year.

Net cash outflow from investing activities amoun-
ted to around € 7.5 billion. The high capital
expenditure of around € 13.4 billion (primarily for
Thames Water) exceeded income from the sale of
securities and cash investments and income from
divestments. To finance our capital expenditure,
financial debts were assumed, reflected in net cash

from financing activities amounting to around

€ 2.4 billion. Cash and cash equivalents also
altered, due to the liquidity level on the date of
acquisition of the companies fully consolidated for
the first time, totalling around € 1.6 billion.

Net financial assets as of June 30, 2001 were down
by around € 15 billion to € 0.1 billion, a drop
essentially caused by the high capital expenditure
on financial assets entailed by the acquisition of
Thames Water, plus the purchase of RWE and VEW
shares, which were extinguished as a result of the
merger. This was primarily offset by net cash from
current operating activities.

Balance sheet structure: increased balance
sheet total due to first-time consolidations

As of June 30, 2001, the balance sheet total was
up by 34.5% to reach € 874 billion, an increase
principally attributable to first-time consolidation
of VEW, Thames Water and Leighton Holdings.
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The 58.3 % rise in fixed assets primarily reflects
the first-time consolidation of Thames Water and
VEW. Current assets did not rise significantly.

On the equity and liabilities side, liabilities
showed a substantial rise of 79.7 %, essentially
reflecting the need to finance our Thames Water
acquisition. In this context, we issued corporate
bonds amounting to € 3.5 billion. The equity capi-
tal grew by 13.5%. Due to the overproportional
increase in the balance sheet total, however, the
capital proportion ratio decreased from 14.7 % to
12.4%. Fixed assets are 102.8 % covered by the
entire funds available to us on a long-term basis.

Decrease in consolidation-adjusted staff numbers
On June 30, 2001, the RWE Group employed a
total of 169,979 people, 11.7 % more than in the
preceding year. Adjusted for consolidation effects,
we have reduced the workforce by 6,412 people or
4.7 %. The merger with VEW increased staff num-
bers by another 13,908 people, 7,597 of them in
the Energy Business Area and 5,700 in the Environ-
mental Services Business Area. Thames Water
contributed 14,000 employees to the consolidated
group. This workforce increase was offset by
deconsolidations, such as LAUBAG, the CONDEA

T

chemical business and our medical technology
operation (MAQUET), which involved 17,077 staff
leaving the group. At the same time, we created
4,255 new jobs. Under our cost-cutting pro-
gramme, focusing mainly on the Energy Business
Area, we shall be downsizing our payroll by a total
of 12,500 jobs before the end of 2004. As of
June 30, 2001, we had already slimmed down by
4,700 jobs, under socially compatible redundancy
arrangements.

Enhanced impetus for multi-utility: merger with
VEW successfully completed

With a clear vote by VEW's ordinary general meet-
ing on June 27, 2000 and RWE's extraordinary gen-
eral meeting on June 29, 2000, plus the approval
of the shareholders’ meeting of RWE Gesellschaft
fur Beteiligungen mbH on July 4, 2000, the way
was clear for merging the two companies. The
German Cartel Office approved the amalgamation
on July 3, 2000.

On September 11, 2000, RWE Gesellschaft fir
Beteiligungen mbH was converted into “RWE
Aktiengesellschaft fiir Beteiligungen”. Under the
merger, RWE AG and VEW AG transferred their
assets to this company. Following the last ordinary



general meeting of the “old RWE" on November

23, 2000, the entry in the commercial register was
made on November 24, 2000, thus putting the
merger into legal force. Since then, the company
has operated as “RWE Aktiengesellschaft”. For
business purposes, the merger was retrospectively
effective as from July 1, 2000.

Once the merger had been entered in the commer-
cial register, the path was free for exchange of
shares. The exchange period ran from November
27,2000 to March 1, 2001. RWE's shareholders
received the same category of shares in the new
RWE at a ratio of 1 to 1. VEW's shareholders
received five shares in the new company for one
VEW share at a par value of DM 50. This corres-
ponds to a corporate-value ratio of 83.4 % (RWE) to
16.6 % (VEW).

Share buy-back: despite the merger,

only slightly more shares in the new RWE

Notwithstanding the exchange of shares under the

merger arrangements, the total number of RWE

shares has increased only by around 3 % to 570

million. We achieved this by three measures:

m the acquisition of around 31 % of the VEW
stock,

m the buy-back of around 43 million RWE
preference shares, and

m the purchase of around 12 .4 million RWE
common shares by VEW.

The shares were extinguished under the merger

arrangements.

We thus succeeded in taking a total of 10 % of the
RWE stock off the market - and increasing the com-
pany’s value while retaining almost the same num-
ber of shares.

The AGM on June 7, 2001 approved a further share
buy-back programme amounting to 10 % of the
capital, and applying to both common and prefer-
ence shares. This gives us an option, for instance,
of further reducing the already low number of

39 million preference shares. Moreover, we can
now hold beyond November 24, 2001 7.6 million
of our own shares, which since the merger with
VEW have been held by RWE Power and originally
would have had to be sold within twelve months
of the merger.
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Cartel Office’s conditions for the merger
completed: envia to stay with RWE

Approval of the merger between RWE and VEW
was tied to compliance with numerous conditions
in the fields of electricity, gas and waste disposal.
We have almost completed the implementation of
these requirements. The Federal Cartel Office has
approved the takeover of VEAG Vereinigte
Energiewerke AG and Lausitzer Braunkohle AG
(LAUBAG) by Hamburgische Electricitats-Werke AG
(HEW). LAUBAG had already been deconsolidated
with effect from July 1, 2000. The at-equity in-
clusion of VEAG also ceased on this date. In order
to comply with the break-up of the regional
supplier rhenag demanded by the Cartel Office,
RWE and E.ON divided up the company’s real
property. Rhenag'’s own business and its subsidia-
ries in North Rhine-Westphalia were assigned to
RWE, while the subsidiaries in Saxony, Hesse and
Rhineland-Palatinate, went to E.ON. Further sales
involved our minority holdings in Gelsenwasser AG
and GASAG Berliner Gaswerke AG.

Our east German regional supplier envia Energie
Sachsen Brandenburg AG will remain in the group.
RWE holds 63 % of envia’s stock, which under the
original plans of the German Cartel Office was to
be incorporated in the conglomerate comprising

VEAG, LAUBAG and HEW. Instead, a purchasing
guarantee by RWE for part of VEAG's electricity
production will be in force until 2007.

Group’s structure completely revamped: energy
business unbundled into fast-acting operating
units

On integrating RWE and VEW, we gave the RWE
Group a radically new structure on October 1, 2000.
The aim was to render our core business operations
significantly leaner and more responsive. The energy
activities of RWE and VEW have been assigned to
autonomous management companies. The basic
principle of the new organisation is to divide our
value creation chain into fast-acting, responsive
operating units, each of them concentrating on its
core competence, from power generation, network
and gas all the way through to sales and trading. We
are thus the first German utility company to comply
with the demand for complete unbundling of the
energy business in organisational terms as well.

Lean structural and procedural organisation, focus-
ing on core competences and market-responsive-
ness with fast decision-taking processes are the
defined requirements for the new companies. RWE
AG controls the operating management firms
directly as a holding company. We have thus com-



Core business: energy and environment

RWE Power AG RWE Rheinbraun AG

Lignite-fired power
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pletely revamped the organisational core of RWE
and VEW. In addition, we are providing the capital
market with a substantially enhanced degree of
transparency for assessing the new RWE's value

potential.

We manage our companies outside our core busi-
ness as financial holdings: Heidelberger Druck-
maschinen, HOCHTIEF and Harpen's transporta-
tion and service segments. We shall be substantial-
ly expanding Harpen's energy operations with its
heat business and regenerative energy production,
and assigning these to our core business.
Fundamentally, all our financial holdings are
available for sale if we need funds to finance our
growth strategy in our core business.

Takeover of Thames Water: RWE becomes the
world’s Number 3 in water business

With the acquisition of Thames Water, we have
upgraded our water business to become the fourth
sturdy pillar of our multi-utility strategy. The water
sector is the fastest-growing utility market world-
wide, and offers high earnings potential of long-
term stability. Hitherto, RWE did not possess the

requisite critical mass to operate successfully in
this market on an international scale as well.

The official takeover offer was made on October 2,
2000, and became irrevocable on November 9,
2000. It was supported by the company’s manage-
ment right from the beginning. Since March 2001,
following additional purchases, we have held 100 %
of the equity. Thames Water, headquartered in
London, is the third-largest vendor on the world-
wide water market. In the 1999/2000 fiscal year,
the water specialist’s turnover came to € 2.3 billion.
Today, Thames Water supplies about 43 million
people with water and wastewater services.

The purchase price came to € 7.2 billion. Including
takeover of Thames Water's liabilities, the
enterprise value was € 11.2 billion. This figure also
includes the enterprise value of the American
water supplier E'town (around € 180 million sales
in 2000), which Thames Water took over with
effect from November 29, 2000.

The integration process has already been com-
pleted. Since December 1, 2000, Thames Water has
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been the management company responsible for
our new Water Business Area. Our previous water
business, managed by RWE Aqua as part of the
Environmental Services Business Area, has been
assigned to Thames Water. First-time consolidation
of the new water operations was implemented on
November 9, 2000. The high contribution to prof-
its from our water business, after only seven and a
half months of inclusion in the consolidated finan-
cial statements for 2000/01, underscores what an
attractive acquisition this has been.

In December 2000, directly following the takeover
of the American water supplier E'town, Thames
Water acquired a 51 % share in Chile’s second-
largest water supplier ESSBIO (sales in 2000:
around € 50 million). Also in December, the con-
tract for building and operating Zagreb's central
sewage treatment plant (capital expenditure:

€ 180 million) was awarded to RWE Aqua. This is
currently the biggest new wastewater project in
Eastern Europe.

Joint Venture with Shell Germany: enhanced

competitiveness in the volatile service station
and refinery business

With retroactive effect to July 1, 2001, RWE-DEA
and Shell Germany will be merging their refineries
and service stations in a 50:50 joint venture called
Shell & DEA Oil GmbH. This step significantly
enhances the competitiveness of our downstream
operations outside the group’s core lines of
business. The petroleum market is characterised

by extreme volatility and high pressure on prices.

With a total of 3,200 company-owned service
stations, 34 million tons of refinery capacity, sales
of more than € 30 billion (including mineral oil tax)
and 7,500 staff, Shell & DEA Oil GmbH will be the
new Number 2 in Germany’s downstream market. It
will be proportionately consolidated in the group’s
annual financial statements. The merger will pro-
duce annual synergies totalling around € 150 mil-
lion, plus one-off savings of more than € 60 million.
By the 2003 fiscal year, the synergies will exceed
the one-off costs involved. Thus the partnership
with Shell will very soon make an additional contri-
bution to the group’s earnings. Approval from the
regulatory authorities is still pending.



Thanks to its cooperation with Shell, the world’s
Number 2 in this market, the joint venture can tap
into the infrastructure and expertise of a global
supplier. In addition, a put option will enable us at
our discretion to sell the stake in the joint venture
to Shell on January 1, 2004 tax-free. If RWE does
not exercise this option, Shell will on July 1, 2004,
purchase another one per cent in addition to its
present share, thus acquiring a majority holding in
the joint venture.

Leading position in Germany’s multi-utility

The biggest step is being taken in the Cologne
area, where we are negotiating with the regional
supplier GEW for a holding of 25.1 % in return for
contributing customers and capital subscribed in
kind. The new company is scheduled to begin
operations on January 1, 2002. At the beginning
of 2002, we shall also be increasing our minority
holding in the Diiren Municipal Utilities from
25.15 % to a majority holding of 74.95 %.

We have streamlined our organisational structure
in the Rhine/Main/Neckar region, where we have

Annual Review

market further reinforced merged four regional suppliers majority-owned by

We have strengthened our position on the German RWE Plus to form Siiwag Energie AG, registered in
Frankfurt/Main. The new company, with 850,000

customers and sales of € 850 million, ranks among

market by acquiring several shareholdings in
regional providers and municipal utilities. RWE
Plus, for example, purchased 20 % of the equity in Germany's biggest regional energy utilities.
the Duisburg Municipal Utilities on December 31,

2000. With this holding, we not only secure our

upstream supplier relationship in the electricity

sector, we are also able to utilise the Duisburg

Municipal Utilities with its 320,000 electricity,

80,000 gas and 76,000 water customers, as a

sales partner for multi-utility products. In return

for contributing some of its own operations, RWE

Plus has also, together with rhenag, obtained a

holding of 13.7 % in Bonn Municipal Utilities.
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Strengthened presence in Europe’s energy market
We also selectively expanded our European portfo-
lio in the year under review. Countries adjoining
our key German market have high priority, since it
is here that synergies with our domestic
operations are easiest to tap into.

m In Austria, we have created a strong base by
acquiring a 49 % stake in Karntner Energieholding
Beteiligungs GmbH (KEH) on August 8, 2001. KEH
owns around 64 % of KELAG, the Carinthian power
utility Karntner Elektrizitats-Aktiengesellschaft.
KELAG had a turnover of € 350 million in 2000,
and with 235,000 tariff customers accounts for
around 7 % of total electricity sales in Austria.

m Inthe Netherlands, we have become one of the
country’s leading gas suppliers. We have agreed
with the shareholders of the two gas utilities Obra-
gas Holding N.V. (sales in 2000: € 137 million) and
Intergas N.V. (sales in 2000: € 92 million) to
acquire a majority stake of 90 % in each case.
Together, Intergas and Obragas have 321,000 cus-
tomers and gas sales of 12.3 terawatt-hours. The
takeovers, however, are still subject to approval by
the Dutch government. Due to new stipulations by
the legislature, moreover, the two companies will
have to be restructured.

m In the Netherlands, RWE Rheinbraun has taken
over another 50 % of SSM Coal B.V. (sales in 2000:
€ 650 million). During the course of the year, we

shall transfer the holding, reaching 100 % by then,
to RWE Trading, which will thus become Europe’s
biggest coal trader.

m In Slovakia, on February 13, 2001, we purchased
40 % of the equity in the gas storage company
Nafta (sales in 2000: € 97 million). This gives us
natural gas storage facilities with a capacity of

2 billion cubic metres in Eastern Europe. We
expect a significant gas trading point to develop in
this region as part of transit business.

m In Portugal, we topped up our holding in the
Tapada power plant at Oporto to 75%. With an out-
put of 990 megawatts, it covers around a fifth of
Portugal’s electricity requirements. This makes us
the country’s second-largest electricity producer.
m TESSAG upgraded its international position in
the field of power current engineering by taking
over the Dutch company SMIT Transformatoren N. V.
(sales in 2000: € 73 million) and in the nuclear
services sector by acquiring the nuclear engineer-
ing business of the British firm AEA Technologies
Plc (sales in 2000: € 75 million).



RWE already one of Europe’s three leading

energy traders

In the 2000/01 fiscal year, we increased our sales
volumes (now that our trading activities have been
grouped together under the aegis of RWE Trading)
more than tenfold, from € 150 million in the previ-
ous year to € 1.6 billion. The volume of all contracts
concluded in the period under review with trading
partners outside the group exceeded 300 terawatt-
hours. The Trading Division's electricity sales
volume came to 45.1 terawatt-hours (preceding
year: 8.2 TWh).

RWE Trading is currently the only trading company
in Germany offering all energy sources. With its
strong trading position, RWE also possesses a max-
imum of market transparency within its own organ-
isation, effectively fostering both price and cost
discipline.

Expanded positioning in the USA’s dynamic
energy market

Through CONSOL Energy, we shall be strengthen-
ing our presence in the USA, the world’s biggest
energy market. The aim here is to upgrade the
company into a broader-based fuel supplier also
operating in the electricity market. We have

already expanded our gas operations through
co-operation arrangements with the oil company
Conoco. In conjunction with the American electrici-
ty producer Allegheny Energy, CONSOL's biggest
customer, we shall be setting up a joint venture to
build and operate a peak-load power plant in
Virginia. This step takes us into the non-regulated
sector of the US electricity market, with an oppor-
tunity to participate in the currently attractive mar-
gins being obtained in the American power gener-
ation industry.

Financial holdings: HOCHTIEF strengthens
international portfolio and airport business

By increasing its holding from 49.8 % to 50.3 %,
HOCHTIEF has secured majority ownership of
Leighton Holdings Ltd., which with a turnover of
€ 2.2 billion is one of Australia’s leading project
developers and construction service providers. The
company is fully consolidated as from January 1,
2001. In July 2000, together with its Irish partner
Aer Rianta, HOCHTIEF was successful in acquiring
36 % of the airport company Flughafen Hamburg
GmbH.
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Further progress in divestments outside our

core business

We have achieved the goals defined by our disposal

programme announced in February 2000. The core

element was to sell off peripheral activities with a

sales volume totalling € 3 billion. This programme

has been progressed with further sales. We

completed the following significant divestments in

the year under review:

m Petroleum and Chemicals: sale of the CONDEA
chemicals business (turnover in 1999/2000:
€ 2.6 billion ) as of February 28, 2001

m Industrial Services: sales of the medical
technology specialist MAQUET AG (turnover in
1999/ 2000: € 155 million) as of November 30,
2000 and of the entire building systems
business by selling the Rheinelektra Technik
Group (turnover in 2000/01: € 342 million) as of
July 1, 2001

m Environmental Services: sale of the European
environmental consulting business managed by
the HPC Harress-Pickel-Consult Group (turnover
in 1999/2000: € 25 million) as of December 31,
2000, and of the Chamlian Group (turnover in
1999/2000: € 38.5 million) as of March 31, 2001

m Residual activities in telecommunications: sale
of the city carrier TeleLev Telekommunikation

GmbH and Meocom Telekommunikation
GmbH & Co.

m Construction and civil engineering: sale of
HOCHTIEF Umwelt GmbH with its subsidiaries
(together € 150.4 million turnover in 2000), of
the prefabricated house manufacturer Streif AG
(turnover in 1999: € 80.1 million) and the three
largest companies of the transport-related
construction group, HOCHTIEF Rohrleitungs-
und Kanalbau, Otto Rohr and Helmus Stralen-
bau (together € 68.5 million turnover in 2000)

m Real estate not essential to operations: sales
amounting to around 30 % of the divestments
volume planned up to 2003, with a market value
of € 750 million.

At the financial holding Heidelberger Druck-
maschinen, we initiated a reduction in our finan-
cial investment in Heidelberger Druckmaschinen
from 56.16 % to just over 50 %. The aim was to
increase the independently held proportion of the
Heidelberg equity to 26 % and to render the stock
more attractive for institutional investors. We
achieved this by borrowing 5.275 million shares
from a financial investor, and placing them on May
17, 2001 in a bookbuilding procedure. Both the
securities borrowing and their redemption, not
scheduled before 2002, remain tax-neutral for RWE.




RWE Group
Cost-cutting targets
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Target Target Target Target

Fiscal year 2000/01 2001 2002 2003-2004
(6 months) Total
€ million 1,025 340 590 600 2,555

Cost-cutting target reached for 2000/01

With a radical cost-cutting programme, we shall
ensure that appropriate profits are earned in all
stages of our electricity value creation chain. We
have already reached our target of around € 1
billion for the 2000/01 fiscal year. The principal
focus of our cost-cutting campaign is in the Energy
Business Area, bolstered by savings at RWE
Umwelt, TESSAG and RWE-DEA. The overall
programme extends until the 2004 fiscal year and
comprises cost reductions of ultimately € 2.6
billion per annum. A substantial proportion of this
sum affects manpower. For instance, we decreased
our payroll numbers by around 4,700 jobs between
December 31, 1999 and June 30, 2001, equivalent
to 38 % of our programme up to 2004.

Signal to the market: decommissioning of
power plant capacity

In October 2000 we announced that we would

be decommissioning around 5,000 megawatts of
our power plant capacity by 2004. After we have
amalgamated the power plant operations of RWE
and VEW, there will be less need for reserve
capacity. At the same time, we also aim to improve
the overall efficiency of our power generating
operation. The announcement sent a signal to

industry in view of the unsatisfactory price
situation on the electricity market, attributable not
least to surplus capacity. Besides the decommis-
sioning of 3,000 megawatts from our own power
plant output, we shall be terminating non-com-
petitive electricity purchases amounting to 900
megawatts at the earliest possible juncture. By the
end of the year under review, we had already de-
commissioned around 1,400 megawatts. In
addition, under the nuclear energy agreement with
the German federal government, we shall refrain
from recommissioning the Milheim-Karlich nuclear
power plant.

Capital expenditure: substantial rise due to
Thames Water

Capital expenditure rose by 172.4 % to reach

€ 134 billion. The growth was particularly high in
capital expenditure on financial assets: at € 9.9 bil-
lion, they were 371.9 % up on the preceding year.
The increase is principally attributable to the
acquisition of Thames Water, which accounted for
€ 7.2 billion. In addition, the purchase of further
international investments by Thames Water fell in

the period under review.
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RWE Group
Capital expenditure in € million

2000/01 1999/2000 % Change

Energy 2,254 1,960 + 15.0
Water 1,865 & &
Environmental Services 376 241 + 56.0
Industrial Services 138 99 + 394
Petroleum and Chemicals 520 729 - 287
Financial Investments

Heidelberger Druckmaschinen 334 481 - 30.6

HOCHTIEF 606 564 + T4
Other activities 7.315 849 +761.6
Total 13,408 4,923 + 1724
Capital expenditure on fixed assets 3,518 2,827 + 244
Capital expenditure on financial assets? 9,890 2,096 +371.9

1) The Water Business Area has only existed since November 2000.
2) Excluding investments held as fixed assets securities and other loans

The 244 % increase in fixed-asset capital expendi-
ture to € 3.5 billion is primarily attributable to
substantial investments made by the Energy and
Water Business Areas.

In the Energy Business Area, capital expenditure
increased by 15 %. Major items of capital expendi-
ture on fixed assets were the integration of VEW,
the modernisation and development of our lignite
operations, plus the expansion of seam gas extrac-
tion at CONSOL. The high capital expenditure on
financial assets reflects the above-mentioned
acquisitions of international stockholdings in the
electricity, gas and trading sectors.

In the first seven and a half months of its affilia-
tion to the group, the Water Business Area under-
went a particularly intensive programme of capital
expenditure. Highlights included acquisition of the
water suppliers E'town and ESSBIO, plus moderni-

sation and expansion of the water supply and
waste disposal infrastructures.

Capital expenditure in the Environmental Services
Business Area was 56 % up on the preceding year's
level, with integration of Edelhoff constituting the
principal volume here. We also acquired RAG's
25 % holding in Edelhoff.

In the Industrial Services Business Area, we
increased the volume of capital expenditure by
39.4 %. Priorities for fixed assets focused on initia-
tives for capacity expansion, while the major item
purchased under financial assets was the SMIT
Group.

In the Petroleum and Chemicals Business Area,
capital expenditures decreased by 28.7 %. The
principal focus here was on concession acquisi-
tions in Egypt, our production activities in Norway




RWE
Bond issues

Tranches €2 billion
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€0,5 billion £0,25 billion £ 0,35 billion

Coupon in % 5.375 6.25 5.75

Term
SIN 648660

648661 648662

6.5

April 2008 April 2016 April 2006 April 2021

648663

plus the expansion and modernisation of retail
network and refineries. The comparative drop
results from high capital expenditures in refineries
in the preceding year.

Within financial holdings, capital expenditure at
Heidelberger Druckmaschinen was 30.6 % below
the previous year's figure. Around a third of the
capital expenditure budget was used there for
upgrading the IT infrastructure. Other major items
included optimisation of production processes and
upgrading the sales and service operations.
HOCHTIEF's capital expenditure remained at the
preceding year's level. Capital expenditure on
fixed assets was significantly up, due to the inclu-
sion of Leighton Holdings. The purchase of stock
in the airport company Flughafen Hamburg GmbH
accounted for the majority of capital expenditure
on financial assets.

RWE makes its debut on the capital market with
corporate bonds worth € 3.5 billion

We financed a significant proportion of the
Thames Water acquisition by issuing corporate
bonds. We have thus positioned ourselves at this
early stage as an attractive bond issuer on

the capital market. In April 2001, as part of a

5-billion-euro debt issue programme, we success-
fully placed a multi-currency bond with four tranch-
es totalling € 3.5 billion. The bonds were issued by
the Dutch company RWE Finance B.V. and under-
written by RWE AG. We are the first European utili-
ty to have floated an issue of this nature and size.

€ 500 million of the bond programme are account-
ed for by a fifteen-year euro bond, with which we
have opened up a new segment in the euro capital
market for corporate bonds. The bonds are listed
on the Luxembourg stock exchange, and can also
be purchased by private investors. With a commer-
cial paper programme, we have an option to float
an additional volume of € 2 billion at short notice.
RWE's long-term credit-worthiness remains excep-
tionally high even after the placement. The
Moody’s rating is Aa3, and Standard & Poor’s AA-.

Investment in the utility future: research and
development intensified

Innovations are essential for future success on the
market - in multi-utility business, this is truer than
ever. So we are working on products and processes
which offer a maximum not only of customer
benefits, but also of differentiation from our com-
petitors. The aim here is both to achieve quality
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and price advantages, and also to be quicker to
market with future key technologies and attain a
lead on margins based on technological leadership.
Our attention is also being focused on raising pro-
ductivity levels so as to reduce our costs.

At € 541 million, our expenditure on research and
development (R&D) was 7.1 % up on the preceding
year's figure. In the RWE Group's development cen-
tres and production facilities a total of 3,148 staff
were working on development projects. The group
companies’ R&D intensity, however, varies con-
siderably with the sector concerned. Around 63 %
of our development budget during the year under
review was accounted for by Heidelberger Druck-
maschinen, with its substantial innovative lead in
the global printing technology market.

RWE among the innovation leaders in fuel cell
technology

Fuel cell technology has the potential to effect rad-
ical changes in the structures of energy production
and distribution in the future. In June 2001,
together with Siemens Westinghouse, we started
up one of the world’s first fuel cells connected to
the national grid. One major focus of demonstra-
tion here is the fuel cell design created by the

DaimlerChrysler subsidiary MTU, whose prototype
system will be starting operation at RWE by the
end of 2001. There are plans for a joint venture
with MTU involving fuel cell applications in the
commercial and industrial sectors. In the field of
domestic energy, too, a joint venture is being
targeted with the American company Nuvera Fuel
Cells Inc. for marketing fuel cell systems in Europe.

Continuous enhancement of process-integrated
risk management

Entrepreneurial action always contains an element
of risk. To ensure sustainable success, we systemat-
ically incorporate risks into our decision-taking
processes, in conformity with harmonised
standards throughout the group. For this purpose,
we have upgraded the early detection and monitor-
ing systems already in place at the RWE Group to
form a comprehensive risk management system,
complying with the extended reporting obligations
by the executive board to the supervisory board
laid down by the German Law on Controlling and
Transparency in Companies (KonTraG). Above and
beyond compliance with the statutory require-
ments, it also promotes further enhancement of a
value-oriented risk culture in the RWE Group.



Early detection, plus standardised recording,

evaluation, control and monitoring of our risks,

are handled by the operating units and by the
holding company itself. The risks are evaluated in
terms of their damage potential and probability of
occurrence and aggregated at business area,
divisional and group levels. A risk's damage poten-
tial is here defined against the reference variables
of operating result and equity capital of the
business unit concerned or of the group as a
whole. We thus ensure systematic and harmonised
analyses of our ongoing risk situation, as a basis
for deriving specific risk control initiatives for the
business units concerned. Within the framework of
our standardised budgeting and controlling
process, the RWE Group’s management and super-
visory bodies are kept regularly informed on the
ongoing risk situation.

The efficiency and efficacy of our risk management
system is monitored by our internal control system
and audit teams, and by the external auditors.
For our trading business, we have put in place a
special risk control system, addressing the specific
requirements of this business.

We distinguish between the following categories

of risk:

m Market risks: the companies of the RWE Group
have to meet and master the pricing and sales
risks inherent in a market environment
characterised by deregulation. We safeguard
against these market risks by differentiated pric-
ing strategies and a proactive sales policy. This
includes offering different supply capabilities
from a single source, under our multi-utility
strategy. In addition, stringent cost
management is practised at all levels of the
group. This may entail profit risks if our cost-
cutting programmes are not carried out to plan,
or if there are unforeseeable increases in fuel
costs. In our trading business, the danger of
market price fluctuations is addressed by
continuously re-evaluating the market position
of the portfolio held and by specifying risk
limits.

m Operating risks: all along our value added
chain, we operate technologically complex,
interconnected production facilities. We guard
against possible malfunctions and lost
production output, which might impair our prof-
its, by systematic procedures for maintenance
and quality assurance and continuous improve-
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ment of our production processes, together
with deployment of highly qualified staff. In
appropriate cases, possible deleterious effects
are kept within limits by insurance policies.
Financial risks: within the framework of our
operating business, we are exposed to interest,
exchange-rate and price-alteration risks. We
guard against these risks, for example, by means
of original and derivative financial transactions.
Environmental risks: profit risks are also
entailed by continual changes in the RWE
Group's political, legal and social environment.
We currently see major environmental risks in
connection with the ecological tax reform and
new legislation designed to subsidise renew-
able energies and cogeneration. We guard
against these risks by an intensive dialogue and
by contributing our specialist expertise, as we
did in the general debate on introducing a price
regulation system for power network utilisation
or on the establishment of a regulatory authori-
ty for electricity and gas. In view of the high
proportion of hard-coal and lignite-fired power
plants in our electricity generating portfolio, we
face another significant environmental risk in
the shape of plans for taxing emissions. We
guard against this risk not least by efficiency-

boosting initiatives, by modernising our power

plants, and by optimising the mix of energy
sources.

Germany’s energy business strongly influenced

by political considerations

Germany as an energy-producing country needs

favourable preconditions for competing on a Euro-

pean level. However, the industry is still having to
cope with considerable burdens imposed by
statutory constraints, even though some progress
has been achieved. In the 2000/01 fiscal year, our
business environment was dominated by the
following political issues:

®m Implementation of the German laws promoting
renewable energies and cogeneration: network
operators are obliged to pay for regeneratively
produced electricity and power from cogenera-
tion plants fed into the grid, at prices signifi-
cantly above the market level. We will not be
able to pass on these charges in full to our
customers during 2002 either.

m Cogeneration follow-up law: for the quota
scheme planned by the German federal govern-
ment in order to double the amount of elec-
tricity produced in cogeneration plants, the
Confederation of German Industry (BDI) and
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the energy industry’s own organisations in May

2001 presented a more affordable and more
efficient alternative model. The “Climate Protec-
tion Action Programme” is designed to promote
cogeneration power, enabling CO; emissions to
be reduced by up to 45 million tons by 2010
compared to the 1998 figure. Following agree-
ment on additional subsidies for feeding in
power from small unit-type power plants and
fuel cells, the alternative model is now an
essential basis for the draft bill, scheduled for
implementation as early as January 1, 2002.
Draft guideline from the EU Commission for the
energy market on setting up national regulatory
authorities: in view of the association agree-
ment for electricity and gas, the German federal
government and the country’s energy industry
are of the opinion that the essential precondi-
tions for functional competition in the elec-
tricity and gas sectors are in place, even
without a regulatory body.

Nuclear energy agreement: on June 11, 2001,
the German nuclear power plant operators
signed the agreement reached with the federal
government in June 2000 on further operation
and decommissioning of German nuclear power
plants. This was on the condition that the

planned amendment to the Atomic Energy Act
would result in the implementation of appro-
priate parts of the previous year’'s agreement.
We expect operation and decommissioning of
nuclear power plants to proceed in future
without politically motivated disruption. The
agreement is a pragmatic compromise, not
addressing different ideas on the future of
nuclear energy. It is not, however, a substitute
for a comprehensive, cross-party energy con-
sensus. Restoring this consensus remains the
task of the politicians.
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Events after the end of
the fiscal year

RWE becomes Number 1 in the US water
market: takeover bid for American Water Works
On September 17, 2001, we announced a bid for
all common shares in the American Water Works
Company Inc., headquartered in Voorhees, New
Jersey. American Water Works, with around 10 mil-
lion customers in 23 American states, is by far the
largest private water utility in the USA, and
Number 5 in the world market in terms of sales. In
the 2000 fiscal year, the company achieved sales
of USS 1.35 billion with a workforce of about
5,000 people, and EBITDA of US$ 622 million. The
purchase price is USS 4.6 billion. The enterprise
value, including liabilities, comes to USS$ 7.6
billion. The aim of the takeover is to position RWE
as the Number 1 in the world’s largest water
market, and thus significantly upgrade our global
competitiveness.

TESSAG is now RWE Solutions: now clearly part
of our electricity core business

Since September 1, 2001, TESSAG has been per-
forming the function of a multi-utility service
provider. Under its new name of RWE Solutions AG,

it offers not only services for the energy sector, but

also a range of services for industrial customers
consisting of energy-related services and systems,
and widened to include electricity. For sectors like
automobiles and chemicals, it is taking over indus-
trial key account business from RWE Plus.

Planned joint venture between RWE-DEA and
Shell goes into detailed examination phase

The European Commission has referred the joint
venture agreement between RWE-DEA and Shell Ger-
many, insofar as it relates to the petroleum business,
to the German Cartel Office for examination. The
Commission has also initiated a second phase of
examination for the joint venture’s petrochemical
activities. The two competition authorities have
effectively four months to examine the application.
Pending final clarification of the competition issues,
Shell and DEA will continue to operate independent-
ly in the market.

CONSOL expands its gas operations in the USA
Our American majority-owned subsidiary CONSOL
Energy substantially upgraded its gas activities in
August 2001, taking over the entire equity of a joint
venture previously operated in conjunction with
Conoco for producing methane gas from coal seams.



By acquiring this holding, Consol can increase its

annual gas production by 50 % to what will then be
1.5 billion m®. The accessible reserves have
increased from 20 billion m’ to 27.5 billion m* follow-
ing the takeover.

Nuclear energy: solidarity agreement signed to
provide cover

The agreement on nuclear energy requires German
power plant operators to provide cover of up to

€ 2.5 billion. The operators have subsequently
assured this in a solidarity agreement dated August
28, 2001, by means of mutual indemnity bonds.

Outlook 2001

Global economic growth continues to slacken

In the group’s short fiscal year from July 1 to
December 31, 2001, we do not expect any
sustained growth-boosting effects in the world'’s
economy. The significant economic slowdown in
the US will, say numerous research institutes, be
superseded by an incipient recovery towards the
end of the year, but this is unlikely to provide per-
ceptible demand stimuli for the European business
cycle before the next fiscal year.

Annual Review

Good starting position for continuous
shareholder value enhancement

RWE is entering the new fiscal year in a substantially
stronger position. Our cost-cutting programme is
proceeding to schedule. For the short fiscal year, we
have budgeted further cost reductions totalling

€ 340 million, which will primarily boost the com-
petitiveness of our power generating activities quite
substantially, hopefully enabling us, in conjunction
with improved wholesale electricity prices, to reach
our targets in the power plant operations ahead of
schedule. In the electricity sector, we intend to rank
among the cost leaders in Europe.

In line with the principle “margin comes before
market share”, we shall be maintaining our return-
driven pricing policy. Our approach to the market
will continue to emphasise customer bonding, for
private customers and major accounts alike. With
redistributors and industrial companies, we shall
achieve differentiation over a broad spectrum of
capabilities: from commodity products pure and
simple all the way through to customised service
packages. We shall strengthen our sales position
by gradually increasing our holdings in municipal
utilities and regional suppliers.
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Thanks to an acquisition policy of financial and
strategic prudence, we shall be upgrading our
position in core business step by step in both
Europe and the USA. Ongoing consolidation and
privatisation trends on the international utility
markets offer potential here.

Group’s operating result set to outperform the
preceding year

For the six-month short fiscal year, we expect an
operating result above the level of the preceding
year's first half, primarily boosted by improved
profits in our core lines of business. We are
confident of being able to more than compensate
overall for a reduced profit contribution from our
petroleum business, due to lower crude oil prices
and refinery margins.

In the Energy Business Area, we are anticipating
sustained stabilisation of electricity prices. Follow-
ing the turnaround in operating result during the
final quarter of the preceding year, the ongoing
cost cuts and new electricity supply agreements
featuring improved conditions will boost profita-
bility still further. Costs entailed by German legis-
lation for promoting renewable energies and
cogeneration, plus knock-on effects from electrici-

ty supply agreements with price concessions, will

hit our earnings situation less severely than in the
previous year. We are thus anticipating an operat-
ing result in the Energy Business Area above the
level of the preceding year’s equivalent period.

In the Water Business Area, we are expecting a
high level of profit contribution. Consolidation
effects mean that the result will be significantly up
on the level for the first half of 2000/01.

In the Environmental Services Business Area, we
are confident of finishing with an operating result
above the previous year's equivalent period,
thanks to continuously improved efficiency and
profitable volume effects.

For the Industrial Services Business Area, we antic-
ipate an operating result at the same level as in
the first half-year of 2000/01. We are here assum-
ing sustained progress in cost-cutting and
focusing our core business.

In our petroleum business, present-day indications
are that the operating result will fall back. We
expect declining oil prices in the upstream
segment, while in the downstream sector we can



RWE Group Expectations for the
short 20001 fiscal year in € million
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Sales

Operating result

Energy

Water

Environmental Services

Industrial Services

Petroleum

Financial holdings
Heidelberger Druckmaschinen

HOCHTIEF

2000/01 1°* half of 2001
2000/01

62,878 29,519 A

3,953 1,674 2

1,987 985 A

563 el 2

135 77 A

38 23 >

844 466 N

510 152 A

97 65 N

1) Change compared to the 1* half of 2000/01
2) The Water Business Area has existed only since November 2000.

no longer count on the very high level of the

previous year.

With financial holdings, we anticipate a
satisfactory earnings situation for Heidelberger
Druckmaschinen by virtue of the high order level,
even though the business environment is not so
favourable. Due to changeover of the fiscal year,
we are including nine months of Heidelberg in the
short fiscal year, so that the profit contribution will
be up on its level during the first half of 2000/01.
HOCHTIEF continues to confront an extremely
unfavourable situation in the German construction
sector, and accordingly anticipates a result below
the preceding year's equivalent period.

Target for 2003: doubling the value added

Our strategy is focused on increasing shareholder
value. Additional value is created whenever our
return on capital exceeds capital costs. With our
new value management concept, we ensure that
this goal is consistently pursued throughout the
entire group. We are aiming to double absolute
value added (2000/01: € 770 million) by the end
of the 2003 fiscal year.

Fiscal year changed over to the calendar year
The financial statements provided here cover the
last group fiscal year based on a reporting period
from July 1 to June 30 of the following year.
Effective January 1, 2002, we shall be changing
over the group’s fiscal year to the calendar year.
The transition entails a six-month short fiscal year
from July 1 to December 31, 2001.

RWE AG, as the holding company, has already
changed over to the calendar year on January 1,
2001, thus necessitating a short fiscal year from
July 1 to December 31, 2000. We published the
financial statements on April 18, 2001. After
December 31, 2001, the fiscal years of RWE AG
and the group will again coincide.
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Goal-driven control of all the group’s business areas

Increasing shareholder value at RWE is the paramount focus of our cor-
porate strategy. Added value is created whenever our return on capital

is above the capital costs involved. With our new value management
concept, we ensure that this goal is consistently pursued throughout the
group. It is a central instrument for planning, controlling and monitoring
all our activities. We aim to double the absolute value created by the end

of the 2003 fiscal year.

The starting point for our concept is the return on
capital employed (ROCE). The ROCE measures the
purely operating return achieved by a company or
business area. In order to create additional value,
this has to be higher than the capital costs for
financing the operating assets employed. The
difference between ROCE and capital costs gives
the relative value created. Multiplying by the
operating assets used, we obtain the absolute
value created, which we employ as a central
management control factor. It is the crucial
criterion for assessing capital expenditure. The
higher the value created, the more attractive the
activity concerned is for our portfolio.

With our new value management concept, we are
able to determine the requisite ratios much more
simply: they can now be derived directly from the
annual report. Our aim is to present value develop-
ment in an even more verifiable and transparent
form. In addition we have modified our cost of
capital calculation for the RWE Group to reflect a
market level.

Simplified ROCE calculation

The ROCE is obtained when the operating result is
divided by the operating assets. We use the
operating result here so as to obtain a meaningful
measure. It does not include interest, taxes or
goodwill write-downs. To determine the operating
assets invested, the non-interest-bearing capital
available is deducted from the fixed and current
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Operating Capital ROCE Capital

result employed costs

l RWE Group Value created (WACC)
by the Business Areas 2000/01 €million € million % %
Energy 1,987 17,313 11.5 10.0

Water

Environmental Services
Industrial Services
Petroleum and Chemicals

Financial holdings

844

12,856 7.0 8.0
1,348 10.0 10.0
837 4.5 10.0
1,746 48.3 13.0

Heidelberger Druckmaschinen 2,906 19.9 14.0
HOCHTIEF 1,288 7.5 14.0
Total 4,578 38,294
Others, holding company, consolidation - 537
Group 4,357 37,757 11.5 9.5

1) Extrapolated from € 563 million (7.5 months) corresponding to operating assets on a whole-year basis (plus € 337 million)

2) Including interest from sales financing (€ 67 million)

assets committed. Goodwill from acquisitions is
included at purchase cost.

To simplify matters further, we have abolished the
fund concept. It was based on a fund balance
sheet, in which the provisions for pensions,
nuclear waste management and mining were set
against the corresponding financial assets.

Capital costs increased to a

customary market level

We compare the ROCE with the capital costs, which
reflect the interest due to internal and external
lenders. They are determined as a weighted
average of the equity and external capital costs.
The equity capital costs cover the market’s
company-specific expectation of return when
investing in an RWE share, above and beyond a
risk-free investment. The external capital costs
are oriented on long-term financing conditions in
the RWE Group and allow for tax-deductibility of
outside capital interest (tax shield). In all, the
capital costs for the RWE Group come to 9.5 %
before taxes.
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Thus as a benchmark we are putting our capital
costs almost twice as high as in previous years.
The return criteria for capital expenditure and
acquisitions can be transposed directly into the
capital costs of the business areas and financial
investments. As basis value in the energy business,

RWE Group
Capital costs

we use 6.5 % after taxes, and for the Water
Business Area 6.0 % after taxes. This ensures that
our return criteria are at a customary market level
both for measuring operating performance and for
capital expenditure and acquisition-related

decisions.

2000/01

Risk-free interest rate
Market premium
Beta factor

Equity capital costs after taxes

5.5%
5.0%

0.8
9.5%

External capital costs before taxes
Tax shield
Tax rate for external capital

External capital costs after taxes

6.0 %
- 1.9%
32%
4.1%

Proportion of equity capital
Proportion of external capital
Capital costs after taxes

Tax rate for blanket conversion

Capital costs before taxes

40 %
60 %
6.2%
35%
9.5%
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RWE Group

Determining the ROCE 2000/01

Operating result € million 3,953
+ Adjustment of Thames Water to whole-year figure € million 337
+ Interest from sales financing € million 67

Operating result (for calculating ROCE) € million 4,357

Intangible assets/tangible assets € million 40,071
+ Investments including loans? € million 6,369
+ Accumulated goodwill write-downs € million 540
+ Inventories € million 3,205
+ Trade receivables € million 10,048

+ Other assets? incl.

prepaid expenses € million 3,692

- Non-interest-bearing provisions® € million |- 9,549
- Non-interest-bearing liabilities® € million |- 16,619
Operating assets € million 37,757
ROCE % 11.5
Relative value created % 2.0
Absolute value created € million 770

1) Balance sheet items each with end-of-year figures

2) Excluding reclassifications into financial assets of € 110 million, without securities held as fixed assets and
without other loans

3) Excluding reclassifications into financial assets of € 946 million

4) The figure contains tax provisions and other provisions without long-term-character amounting to
€ 4,148 million

5) The figure includes trade receivables, other liabilities (excluding reclassifications into financial assets amounting
to € 1,214 million), prepaid income, prepayments received, bills payable and deferred tax liabilities from the
Water Business Area amounting to € 1,959 million.

There are two crucial factors involved in the rate of 6.0 % for interest-bearing external capital.
increase in the capital costs applied: firstly, we no For the individual business areas, blanket risk
longer derive the ratio between equity capital and adjustment is performed when fixing the capital
external capital on the basis of the amounts costs. Depending on the risk assessment and
carried in the balance sheet, but assume a future capital structure involved, we add to or subtract
ratio of 40/60. Secondly, we assume a uniform from the group’s capital costs.
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The 2000/01 fiscal year

In the year under review, the ROCE was 11.5%
and thus two per cent above the capital costs of
9.5 % before taxes. Absolute value creation was

€ 770 million. Despite the substantially increased
capital costs, the RWE Group thus created signi-
ficant additional shareholder value in 2000/01 as
well. Absolute value creation was slightly down on
the preceding year's figure of around € 1 billion
after adjustment for the new concept. The princi-
pal reason for this is the high increase in assets
following incorporation of VEW and Thames Water
- with an only slightly better operating result in
the Energy Business Area.

How the individual business areas performed

m At the Energy Business Area, the ROCE was in
line with the group’s general level, at 11.5 %,
and thus above the capital costs. Absolute
value creation came to € 256 million. Perfor-
mance here was dominated by the difficult
conditions in the German electricity market.
Moreover, the operating assets are substantially
higher than in the previous year, due to first-
time consolidation of VEW.

m At the Water Business Area, we achieved a

return of 7 %, still one per cent below this
business area’s own capital costs. The crucial
factor here is allowance for the goodwill arising
from the takeover of Thames Water. Without
this effect, the ROCE would be 9.9 %, consider-
ably above the capital costs involved. The water
business is characterised by very stable

earnings and a high level of fixed-assets tied up.

m In the Environmental Services Business Area,

the ROCE was significantly improved, at 10 %,
and despite the higher capital costs now
assumed is for the first time no longer negative.

® The Industrial Services Business Area, with an

ROCE of 4.5 %, was substantially below its
capital costs of 10 %. This is the consequence of
predominantly weak demand in the communi-
cation technology and industrial plant construc-
tion sectors.



The Petroleum and Chemicals Business Area

achieved the highest value creation in the
group, at 35.3 % or € 617 million, a perfor-
mance primarily attributable to increased crude
oil prices and refinery margins.

Value creation at Heidelberger Druckmaschinen
was also high, at € 170 million. The capital cost
rate of 14 % was exceeded by 5.9 per cent. The
main reason here was the buoyant level of
demand worldwide for printing technology.

HOCHTIEF, by contrast, due not least to poor
domestic business, reported negative value
creation of € - 83 million, and was thus 6.5 per

cent below its capital costs.

Paramount goal: significant increase in absolute
value

Our value-driven strategy is focused on increasing
the absolute value created. In a growing company,
this assures enhanced value per share. We aim to
double the absolute value created by the end of
the 2003 fiscal year.

Value Management
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Rethinking, not conforming

The pace of change in the utilities world is accelerating. Highly motivated
and change-receptive staff are thus our most important potential. This is
the central focus of our human resources strategy, derived directly from
the group’s goals. Plus a dynamic corporate culture, which identifies high-
flyers, and gives them both challenge and opportunities.

The “new RWE” - a major challenge for our
human resources work

The integration of RWE and VEW, plus the transi-
tion to new management companies, dominated
our human resources work in 2000/01. Transfer of
staff from the old to the new companies presented
almost no problems. By October 1, 2000, all the
approximately 18,500 employees involved had
slotted into their new workplaces. Efficient change-
over was significantly facilitated by an open
communication culture, early decisions on staffing
key positions, and close cooperation with the
employees’ councils and unions. We have agreed
that different collective bargaining agreements
and company-specific arrangements will retain
their validity for at least another two years after
the merger. This gives us sufficient time to draw
up fair follow-up agreements.

The integration of Thames Water - driving our
internationalisation process in core business
The British water company Thames Water is the
first foreign firm to assume overall responsibility
for an RWE business area. The integration process
was the paramount priority for us here, with action
being coordinated by a “Post-Merger Team” com-
prising senior managers from both parties. Parti-
cular attention was devoted to procedural pro-
cesses, so as to put the companies’ strengths to
use as swiftly as possible. Other points included
new staff exchange programmes and a revamping
of the existing stock option and employee share
programmes for Thames Water.



Workforce

RWE Group

Workforce” Number | 06/30/01 06/30/00 % Change
Energy 59,737 62,740 - 4.8
Water 14,000 - -
Environmental Services 14,666 10,120 + 449
Industrial Services 15,400 16,647 - 7.5
Petroleum and Chemicals 4,794 9,517 - 49.6

Financial holdings

Heidelberger Druckmaschinen

25,724 23,962 + 74

HOCHTIEF 34,693 28,782 + 20.5
Others 965 364 +165.1
Total 169,979 152,132 + 117
Germany 100,996 106,619 - 53

International

68,983 45,513 + 51.6

*) Full-time, part-time and time-limited employees, including trainees, but excluding directors, sandwich course
students, plant students, staff on parental leave and staff doing national service.

Getting the most out of our managers

As the foundation for strategically sound and effi-
cient management development, we need a clear
picture of our group’s management competences
and potential. This is why we have launched a
management audit. Transparency in terms of
managerial qualifications for all business areas is
also essential for intra-group transfers and recruit-
ing - wherever possible from our own people.

Performance and corporate success as the
benchmarks for remuneration

At our German core-business companies, we have
introduced a performance-based remuneration
system for our managers. In addition to the basic
salary, it features an individual and a company
bonus. The size of the individual bonus depends
on how far personal agreed targets have been met.
The company bonus is measured in terms of the
targets achieved by the management company
concerned. It is determined using ratios based on
RWE's value management system. The proportion
of variable remuneration rises with the degree of
responsibility involved. By introducing the goal
agreement system, we give sustained support to
the delegation principle, and provide managers
with an incentive for assuming more personal
responsibility.
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Human resources development: the market’s
requirements as a benchmark

In view of the multi-faceted challenges an inter-
national company has to meet and master, human
resources development plays a key role. We help
our staff to maximise their skills and abilities by
means of mechanisms to analyse potential and
development programmes harmonised throughout
the group. One example of this is our Management
Campus, where selected high-flyers can develop
their creative and managerial skills in shared pro-
ject work and discussions with directors and top
managers. We purposefully prepare experienced
managers to move into top positions. Our group
companies also take numerous initiatives for
human resource and management development.

Stock option programme for employees

We again launched a stock option programme for
our staff, though participation was down on the
preceding year, due to a temporary drop in the
share price combined with a decrease in the price
advantage we were offering compared to previous
years. Each share purchased qualifies the buyer for
up to three options to buy another RWE common
share. The options can be exercised after three
years, provided that the RWE common share price

has risen by at least 10 % over the price when the

option was issued. The price discount is limited to
20 % of the RWE common share’s market price at
the time the option was issued.

Initiatives for reducing youth unemployment
Our group’s own “Alliance for Jobs” was con-
tinued over the last fiscal year. The initiative was
launched in 1998, and comprises a series of
skilling and integration measures designed to ease
the pressure on the job market. With the “RWE
Youth Foundation”, we provide financial assistance
to improve the chances in life of socially disadvan-
taged children and young people. In the 2000/01
fiscal year, we spent around € 420,000 on
subsidising a total of twelve projects devoted to
vocational and social integration of these people.



Future through qualification: training again way
above group’s requirements

For RWE, offering young people career opportuni-
ties is both an entrepreneurial initiative and a
social imperative. Once again, training far ex-
ceeded in-house requirements. The majority of
trainees found a job in the RWE Group on success-
ful completion of their training. On June 30, 2001,
4,404 people were being trained in the RWE
Group, 3,387 of them in industrial and 1,017 in
commercial careers.

Consolidation effects increase workforce by 11.7 %
On June 30, 2001, the RWE Group employed a
total of 169,979 people, 11.7 % more than in the
preceding year. Adjusted for consolidation effects,
however, the workforce decreased by 6,412
persons or 4.7 %. The merger with VEW increased
payroll numbers by 13,908, of which the Energy
Business Area accounted for 7,597. The Edelhoff
Group brought in around 5,700 employees to the
Environmental Services Business Area. The 14,000
staff at Thames Water were included in the con-
solidated financial statements for the first time as
of March 31, 2001. Sales of companies meant that
17,077 staff left the RWE group’s employ. At the
same time, we have created 4,255 new jobs.

Socially cushioned payroll downsizing helps cut
costs in core business

Within the framework of our cost-cutting pro-
gramme, centred on the Energy Business Area, we
shall in the years up to 2004 be downsizing our
workforce by a total of 12,500 people, with appro-
priate redundancy benefits for the staff involved.
By June 30, 2001, 4,700 of these jobs had already

gone.

Workforce
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Systematic eco-management

We have taken the increasingly stringent requirements for environmental
conservation and climate protection proactively on board. Economical use
of resources and avoidance of emissions at source have priority here. This
is part of our core competence as an energy producer.

Sustainable development as a strategy

Our environmental management approach is
founded on mandatory group directives, plus an
environmental reporting and information system
covering all operating units. In the 2000/01 fiscal
year, we spent a total of € 812 million on environ-
mental protection initiatives. Principal focuses
included landscape conservation and air-pollution
prevention. We further reduced the specific CO;
emissions from power generating operations by
almost 5% to 0.796 kilograms per kilowatt-hour.

Reduced emissions from our power plants

RWE Rheinbraun has completed an extensive pro-
gramme of retrofits, enabling us to increase the
average efficiency of our German lignite-fired
power plants by 1.3 % and reduce the CO; emis-
sions by around 2 million tons a year. When our
lignite-fired power plant with optimised plant
engineering goes on line at Niederaussem in
2002, we will cut our CO2 emissions by another
2.5 million tons per annum. The power plant will

achieve an efficiency of at least 43 %. Environmen-
tal protection investments for a new flue gas
desulphurisation system at our Hungarian lignite-
fired power plant in Matra have produced a
quantum leap forward in terms of air-pollution
prevention, cutting sulphur emissions by 95% and
dust emissions by 80 %. We also made important
contributions to emission reductions by commis-
sioning more industrial power plants based on the
cogeneration principle. RWE Power, for example,
started up a new gas and steam power plant at
Bayer AG's facility in Dormagen. It achieves an
efficiency level of around 80 % and reduces the
Bayer plant’s CO2 emissions by 600,000 tons a
year.

Upgraded commitment to renewable energies
Early in 2001, Harpen commissioned its first wind
farm, rated at 7.3 megawatts. More projects for
expanding our activities in the field of wind energy
are under preparation. RWE Power is planning to
build a biomass power plant, scheduled to go on



RWE Group

Expenditure on environmental

protection 2000/01 1999/2000
Landscape conservation 59 % ° 50 %
Air-pollution prevention 20% / 21%
Water conservation 12 % ( 16 %
Waste disposal 8% \ 12%
Noise abatement 1% \ 1%

Total € 812 million

line in 2003 and produce 150 million kilowatt-
hours, enough to supply the needs of a town with
25,000 inhabitants.

Initiative for promoting cogeneration power

In June 2001, the German federal government and
representatives of the country’s energy sector
initialled an agreement on climate protection, in
which cogeneration plays a crucial role. The energy
industry gave a voluntary commitment to reduce
CO2 emissions by up to 45 million tons a year
before 2010, with 20 to 23 million tons of this figure
coming from initiatives in the cogeneration field.

Resource economy in the water sector

In the Water Business Area, too, we comply with
the most stringent of environmental standards. In
the supply territory of Greater London alone,
Thames Water has invested around € 500 million
over the past five years in replacing water pipes
and preventing leaks, thus saving 500 million litres
of water a day. Moreover, the use of ultra-modern
sewage treatment technology has significantly
improved the quality of water in the River Thames.

RWE on the Dow Jones Sustainability Group
Index

The progress achieved in our environmental
management operation is reflected in the steadily
growing number of certified facilities. Moreover,
RWE is on the Dow Jones Sustainability Group
Index (DJSGI), for which only 10 % of those com-
panies are selected who rank top of their sector in
terms of economic, ecological and social criteria.

RWE supports international climate protection
and sustainable development

RWE is the first German industrial enterprise to
commit itself to the World Bank’s Prototype
Carbon Fund, whose remit is to explore options
worldwide for achieving financially viable and
ecologically efficient climate protection through
specific projects.

Environmental Protection
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Turnaround in power business achieved

We have proactively accepted the challenges arising from deregulation of
the electricity market. Our recipe for success: strategic refocus following
the merger with VEW, radical cost-cutting and a return-driven pricing
policy. At the same time, power prices have stabilised. In sum, this is a
good foundation for improving earnings still further.

Thorough-going refocus:

energy operations “unbundled”

Following the merger with VEW, we gave RWE's
energy business a radically new structure with
effect from October 1, 2000. The basic principle
behind the reorganisation is to divide the value
added chain into dynamic operating units, each
of them concentrating on its own core compe-
tence: from power generation, grid and gas all the
way through to sales and trading. The aim here
was to render the structural and procedural organi-
sation significantly leaner, more responsive and
more transparent.

The Energy Business Area subsumes the following

divisions with their management companies:

m Power Generation (RWE Power AG)

m Lignite-Fired Power Generation and Mining
(RWE Rheinbraun AG)

m Trading (RWE Trading GmbH)

m Grid (RWE Net AG)

m Sales (RWE Plus AG)

m Gas (RWE Gas AG) and

m Corporate Services (RWE Systems AG).

German power prices have stabilised

In the first half of 2000/01, the dramatic decline
in prices of the preceding year came largely to a
standstill. In the wholesale sector, prices were
rising once again in the autumn of 2000, driven by
higher fuel costs, announcements of power plant
decommissioning plans and a sales policy geared
more closely to returns again by most of the
market players. The second half of the fiscal year
saw wholesale power prices becoming more or less
stable. In view of the high level of liquidity mean-
while enjoyed by Germany’s power trading market,
they are acknowledged throughout the industry as



Business Area

Energy 2000/01 1999/2000 % Change
External net sales € million 20,232 13,536 + 49.5
Internal net sales € million 2,229 111 +1.908.1
Total net sales € million 22,461 13,647 + 64.6
EBITDA € million 3,492 2,979 + 17.2
Operating result € million 1,987 1,834 + 8.3
Return on capital employed (ROCE)” % 11.5 2 2
WACCY % 10.0 2 2
Value added" € million 256 2 2
Capital employed” € million 17,313 2 2
Capital expenditure € million 2,254 1,960 + 15.0
Workforce (June 30, 2001) Number 59,737 62,740 - 4.8

1) These figures have been arrived at under RWE's new value management concept (see explanation on pages 54 to 59); capital

costs (WACC) before tax

2) Due to significant structural changes and the changeover of the value management concept, a comparison with the preceding

year's figures is not meaningful.

an indicator for price trends. The wholesale price
level in 2001 is above the preceding year's figures,
but far below the prices achievable prior to de-
regulation.

Notwithstanding aggressive tactics by some
suppliers and price slides in the preceding fiscal
year, private and commercial customers were still
reluctant to change. In this segment, fewer than
3% of households opted for a new power supplier.
In the first half of 2000/01, almost all vendors
raised their prices again, in order to pass on the
costs entailed in the Renewable Energies Act and
the German legislation for promoting power and
heat cogeneration. Competition for major customers
has continued to normalise, as evidenced by the
largely constant price level of new contracts
concluded with redistributors. With industrial

customers, there was even a slight upward trend.

In Europe, Germany continues to rank among the
electricity markets with the lowest prices for major
customers.

Consumption of primary energy in Germany rose
by 1.7 %, boosted firstly by the cold weather, and
secondly by the health of the economy, though
this weakened during the course of the fiscal year.
The amount of electricity taken from the national
grid in Germany was 1 % up on the preceding
year's level. Total power generation in Germany,
increased by 2.7 %. Lignite-fired power generation
showed the biggest growth, at 6.6 %.
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Germany Primary energy
consumption breakdown

2000/01 1999/2000
Oil 38.6 % / ° 38.5%
Natural gas 21.3% / 21.8%
Hard coal 13.1% l 13.6 %
Nuclear energy 13.2% \ 13.1%
Lignite 11.1% \ 10.6 %
Water, wind, other 2.7% 24%

Total 488.7 million tce

Source: Arbeitsgemeinschaft Energiebilanzen (Energy Accounting Working Party)

Sales significantly up following merger with

VEW

External net sales in the Energy Business Area were
49.5% up on the preceding year's figure, at

€ 20.2 billion. This substantial growth is essentially
attributable to the first-time consolidation of VEW.

Adjusted for companies joining and leaving the

consolidated group, sales would have risen by

20.3 %. Energy trading also made a significant
contribution to growth. CONSOL Energy, RWE
Rheinbraun’s American subsidiary, increased its

external net sales by 22.1 %, assisted by the strong

Germany - Primary energy sources
Share in gross electricity generation

2000/01

US dollar, the high price level for hard coal, and
expansion of its gas business.

Electricity sales: first substantial contribution
from trading business

Electricity sales, at € 11.9 billion, were 36 % up on
the preceding year's figure. Adjusted to exclude
German electricity tax, the increase was 35.3 %, a
performance attributable both to the merger with
VEW and the rapidly growing trading volume
achieved by RWE Trading, which contributed 9.1 %
of turnover, a more than sevenfold increase over

1999/2000

Nuclear energy 33.6%
Lignite 28.5%
Hard coal 25.1%

Gas and other thermal power plants
Other

8.4%
4.4%

33.7%

274%

26.2%

8.3%

4.4%

Total 511.5 TWh

Source: Deutsche Verbundgesellschaft (DVG)



Business Area Energy
External net sales in € million

2000/01 1999/2000 % Change

Electricity 11,900 8,750 + 36.0
Gas 3,335 571 +484.1
District heat 285 116 + 1457
Run-of-mine lignite 8 520 - 98.5
Refined lignite products 286 400 - 28.5
Hard coal 2,105 1,900 + 10.8
Other activities 2,313 1,279 + 80.8
Total” 20,232 13,536 + 49.5

*) of which electricity/natural-gas tax 2000/01: € 690 million (preceding year: € 443 million)

the previous year. Another factor for the rise in
sales was price hikes triggered by the German
cogeneration and renewable energies legislation.
Conversely, adverse effects were still being felt
from electricity supply agreements with price
concessions dating from the initial phase of de-
regulation. Our return-driven sales policy, too, led
to a slight decrease in sales. An increasing
readiness to decline low-margin orders reduced

our delivery volume.

Business Area Energy

Electricity sales: volume substantially up

Our electricity sales volume rose by 49.7 % to
reach 255.3 terawatt-hours. The increase is attrib-
utable to the integration of VEW, and the signi-
ficant expansion of electricity trading business,
where a delivery volume of 454 terawatt-hours
was achieved, more than five times the previous

year's figure.

32.8 % of our sales volume went to key accounts.
We strengthened this segment of the market by

External electricity sales volume in kWh million| 2000/01 1999/2000 % Change
Private and commercial customers 37,905 32,378 + 171
Business customers 31,142 27,764 + 12.2
Key accounts 83,802 65,939 + 271
Distributors/energy utilities 56,987 36,258 + 572
Electricity trading 45,424 8,232 + 451.8
Total 255,260 170,571 + 497
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acquiring new customers and supplying additional

production facilities of existing industrial customers.

Sales were also boosted by a rise in industrial pro-
duction over the preceding year. In the business
customer segment, we likewise profited from the
buoyant economy. We sold 22.3 % of the total
volume to redistributing energy utilities. The
figures, though, were still being affected by the
loss of several high-volume municipal utilities as
customers in the previous year. Meanwhile, how-
ever, RWE Plus has signed new agreements with a

Business Area Energy
Primary energy sources Shares of

series of redistributors and regained some
customers. In all, 220 German redistributors are
currently customers of ours. 14.8 % of electricity
sales volume was accounted for by 8.9 million
private and commercial customers, of whom

3.1 million are supplied directly through RWE Plus
and 3.7 million through our regional distributors.
We reach the other 2.1 million through our

Hungarian affiliates.

total electricity volume 2000/01 1999/2000
Own generation 51.4% 62.4%
Lignite 25.7 % 37.5%
Nuclear energy 15.5% 17.3%
Hard coal 5.9% 3.0%
Gas 1.3% 3.2%
Hydropower, other 3.0% 14%
Outside electricity purchases 48.6 % 37.6 %

Total 269.0 TWh




Power generation and procurement: more

efficient production and more favourable
outside purchases

Our electricity volume increased by 47.3 % during
the year under review, to reach 269 terawatt-
hours. We covered 51.4 % of electricity demand
from our own power plants, essentially the
facilities operated by RWE Power and RWE Rhein-
braun. Following the merger with VEW, power
generation from the primary sources of nuclear
energy, hard coal and gas has increased signifi-
cantly. The lignite-based electricity volume, at
50 %, continues to account for the largest pro-

Business Area Energy
External gas sales volume in kWh million

portion of our entire in-house generation. In the
year under review, we once again achieved sub-
stantial cost savings in power generation and pro-
curement; thanks to our cost-cutting programme
and continual efficiency upgrades at our power
plants, together with more favourable conditions
for electricity imports.

Gas: new order of magnitude following merger
with VEW

In our gas business, too, we achieved substantial
growth, with sales increasing more than fivefold to
reach € 3,335 million, a rise primarily attributable

2000/01 1999/2000 % Change

Private and commercial customers

30,853 16,346 + 887

Business customers 5,801 5341 + 8.6
Key Accounts 18,555 665 +2,690.2
Distributors/Energy utilities 55,333 - -
Gas trading 30,932 4,502 + 5871
Total 141,474 26,854 + 426.8
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to the merger with VEW. With effect from
July 1, 2000, the gas activities of the old
companies RWE Energie AG and VEW Energie AG

were merged into Westfalische Ferngas-AG (WFG),
which we have renamed RWE Gas AG. It is the new
Number 2 in Germany’s gas market. Price increases
for natural gas, and a macro-economically driven
higher level of demand from industrial customers
also boosted sales.

Hard coal: sales boosted by strong CONSOL
business

We increased our hard coal sales by 10.8 % to

€ 2,105 million in the year under review, thanks
mainly to the beneficial effects of the dollar
exchange rate in connection with CONSOL Energy.
Ignoring currency translation effects, hard coal
sales would have fallen by 1%, a drop attributable
to temporary geologically-entailed mining difficul-

Business Area Energy
External coal sales volume

ties. In terms of sales, the company is the USA's
second-biggest hard coal producer. Lastly CONSOL
has substantially expanded its gas business.
Thanks to acquisitions, the company increased its
gas sales by 198 % to reach € 146 million. Current-
ly, CONSOL is producing about 1 billion m® a year
of seam gas from coal mines. A considerable
volume also comes from a joint venture with the
oil company Conoco.

Lignite: only small turnover following the sale
of LAUBAG

Following the deconsolidation of LAUBAG on July
1, 2000, sales in the lignite business fell by 68 %
to € 294 million. We sold the east German lignite
company to the Hamburgische Electricitats-Werke
AG (HEW) utility due to antitrust conditions in
connection with the VEW merger.

Run-of-mine lignite 1,000t
Refined lignite products 1,000t
Hard coal 1,000 sht”

2000/01 1999/2000 % Change
463 50,136 -99.1
4,621 8,352 - 447
76,229 78,714 - 3.2

*) 1 short ton = 0.907 metric tons
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Earnings: turnaround in the fourth quarter

EBITDA in the Energy Business Area increased by

17.2%. The operating result was up by 8.3 %. The

growth was attributable to first-time consolidation

of VEW’s energy business. If VEW had been
included in the preceding year's figure, the operat-
ing result would have been 6.9 % down on the
previous year. Extensive cost reductions are offset
by three major adverse factors:

m tail effects from electricity price cuts in the
preceding year,

m costs arising from implementing the German
cogeneration and renewable energies
legislation, which could not be passed on in
full to our customers, due to the strained
market situation, plus

m increased fuel costs.

In the last quarter of the fiscal year, however, we
succeeded in reversing the downtrend in electri-
city business prevailing over the previous seven
quarters: notwithstanding the difficulties cited,
the Energy Business Area finished this period
(even when including VEW for the fourth quarter
of 1999/2000) above the preceding year's level.
CONSOL supplied an improved contribution to the
operating result. We benefited here both from the

high exchange rate of the US dollar and from

increased earnings in CONSOL's successful gas
business.

How the individual divisions performed

Due to the new organisational structure within our

core energy business, we are for the first time

reporting on how the new divisions have been per-

forming.

= Power Generation
Under the aegis of RWE Power, we have
grouped together our power plant activities in
the nuclear energy, hard coal, gas and regener-
ative energies sectors, including several
affiliates. RWE Trading is the main customer for
the electricity produced. The Power Generating
Division achieved EBITDA of € 288 million,
with an operating result of € -35 million. The
unsatisfactory earnings situation is attributable
firstly to electricity supply agreements from the
preceding year which did not cover their costs,
and secondly to increased fuel prices for hard
coal and power plant gas. The ongoing cost-
cutting programme eased the situation here
considerably.

m Lignite-Fired Power Generation and Mining
RWE Rheinbraun is responsible for the group’s
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lignite activities, and manages affiliates in the

coal sector. The principal customer for the elec-
tricity produced is RWE Trading. The division
achieved EBITDA of € 765 million and an oper-
ating result of € 173 million. Like RWE Power,
RWE Rheinbraun had to cope with reduced
earnings, due to supply agreements with RWE
customers concluded in the initial phase of
deregulation, which could not be offset in full
by cost savings. We benefited, by contrast, from
the strong US dollar, and successful gas
business at CONSOL.

Business Area Energy Key figures for
the divisions, 2000/01 in € million

m Trading

The trading activities pooled under the aegis

of RWE Trading constitute the interface between
the generating activities, the wholesale market
and sales. The earnings achieved are principally
based on internal turnover with the Sales
Division and the Petroleum and Chemicals
Business Area, plus external sales with third
parties. EBITDA came to € 55 million, the
operating result to € 54 million. The division
profited particularly from significantly increased
electricity trading volumes.

External EBITDA Operating

Power Generation

Lignite-Fired Power Generation and Mining
Trading

Net

Sales

Gas

Corporate Services/Energy Consolidation

Total

net sales result
299 288 - 35
3,367 765 173
1,634 55 54
750 833 587
11,352 1,019 815
2,705 331 295
125 201 98
20,232 3492 1,987
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m Net
RWE Net combines the RWE Group’s power
network activities. This does not include the
networks operated by the affiliates of the Sales
Division. Around 78 % of total net sales were
achieved with RWE Plus. About 20 % of sales
went to external third parties, for whom RWE
Net is the transit service provider. EBITDA
reached € 833 million, with an operating result
of € 587 million.

m Sales
RWE Plus and the affiliates it manages achieved
EBITDA of € 1,019 million, with an operating
result of € 815 million. The principal influencing
factors here were adverse knock-on price
effects from the preceding year, and from the
German cogeneration and renewable energies
legislation.

® Gas
RWE Gas and its affiliates finished the fiscal
year with EBITDA of € 331 million and an oper-
ating result of € 295 million. The figures do not
include earnings from gas activities by affiliates
of RWE Plus. The upward trend in profits was
primarily based on increased gas prices and
higher supply volumes.

m Corporate Services/Energy Consolidation

Under the aegis of RWE Systems, we have
grouped together service operations for other
divisions within our core business, such as IT
and infrastructural services, purchasing and
human resources services. By far the major pro-
portion of business volume came from sales
with other group companies. EBITDA reached
€ 201 million, the operating result € 98 million.

Cost-cutting target reached in full
The turnaround in operating result would not have

been possible without our cost-cutting programme.

We reached our defined target in the Energy Busi-
ness Area, and also achieved substantial synergies
from the merger with VEW's former energy opera-
tions. A significant proportion of the savings
comes from staffing level initiatives. For instance,
we downsized the payroll in the Energy Business
Area by around 4,500 jobs between December 31,
1999 and June 30, 2001.

Power generation set to deliver positive profit
contributions ahead of schedule

The good progress achieved in reducing costs
enables us to upgrade the targets for our power
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generating companies. RWE Rheinbraun is aiming

to achieve full costs of 1.8 ct per kilowatt-hour
by 2004 for lignite-fired power generation. By
comparison, the wholesale market price (base
load forward 2002) at present averages 2.3 ct
(August 2001). On the year's average of 2000/01,
RWE Rheinbraun had already succeeded in
reducing its full costs to 2.3 ct per kilowatt-hour.
The chances for reaching break-even before the
end of the 2002 fiscal year are good. With RWE
Power’s nuclear, hard coal and gas power plants,
we intend to reach break-even by the 2003 fiscal
year at the latest - one year ahead of the original
schedule. This is conditional on the wholesale
electricity price remaining at not less than its
present level.

“Forward Plus”: return-driven pricing policy
based on wholesale prices

Besides the cost-cutting programme, the return-
driven pricing policy of RWE Plus is the critical
success factor on the road to improved earnings in
electricity business. The guideline for concluding
new electricity supply agreements is the forward
price in the wholesale market. This involves a
forward contract offered by electricity traders and
accepted throughout the industry nowadays as the

most important indicator for an ongoing
assessment of how the market is developing.

Capital expenditure up on the previous year’s
level

Capital expenditure in the Energy Business Area
was 15 % up on the preceding year's figure, at

€ 2.3 billion. Due to the merger with VEW, capital
expenditure on fixed assets rose to € 1.6 billion.

A central focus here was the new 950-megawatt
lignite-fired unit in Niederaussem, scheduled to go
on line in 2002, and which will replace six small
150-megawatt units. The plant will have a
significantly enhanced efficiency level compared to
conventional technology, and thus will make an
important contribution to cutting costs and reduc-
ing emissions. In addition, we invested in new gas
and steam power plants, built and operated on
behalf of the customer. RWE Net has progressed
the automation and streamlining of its network
infrastructure.

Investment in financial assets, at € 646 billion,
was up on the previous year's figure. Major items
here included acquisitions made by RWE Plus and
RWE Power.
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RWE Trading - “The market’s eye” within the
electricity value added chain

We only founded RWE Trading GmbH in July 2000.
Today, we already rank among the three biggest
energy traders in Europe. In the 2000/01 fiscal
year, RWE Trading and the affiliates it manages in
the Trading Division achieved a net electricity
sales volume of 219.7 terawatt-hours, 45.1 of
these with customers outside the group. The Trad-
ing Division reported sales of € 6,986 million;
external net sales came to € 1,634 million. The
trading volume with customers outside the group,
at more than 300 terawatt-hours, was substantially
above the physical quantities supplied.

RWE Trading is currently the only trading company
in Germany offering all energy sources: we trade in
electricity, natural gas, oil and coal, plus
derivatives based on these energy sources. With
the takeover of the Dutch company SSM Coal B.V.
(sales in 2000: € 650 million), RWE Trading will
become Europe’s biggest coal trader. RWE
Rheinbraun has raised its holding in SSM Coal from
50% to 100 % and will transfer it to RWE Trading.

With this positioning, RWE also possesses a
maximum of market transparency within its own
organisation. We use this to focus our value added
chain on market requirements in all its
components. For example, RWE Power and RWE
Rheinbraun supply their electricity through RWE
Trading to the Sales Division or to the wholesale
market. This process guarantees both price and
cost discipline.

Signal to the market:

decommissioning of power plant capacities

In October 2000, we announced that we would be
decommissioning around 5,000 megawatts of our
power plant capacities by 2004. After we have
amalgamated the power plant operations of RWE
and VEW, there will be less need for reserve capac-
ity. We also aim to improve the overall efficiency of
our power generating operation. The announce-
ment sent a signal to industry in view of the
unsatisfactory price situation on the electricity
market, attributable not least to surplus capacities.
Besides the decommissioning of 3,000 megawatts
from our own power plant portfolio, we shall be
terminating non-competitive electricity purchases
amounting to 900 megawatts at the earliest possi-
ble juncture. By the end of the year under review,
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we had already decommissioned around 1,400
megawatts. In addition, under the nuclear energy
agreement with the German federal government,
we shall refrain from recommissioning the Milheim-
Karlich nuclear power plant.

RWE Plus: stronger position with redistributors
and municipal utilities

We have strengthened our position on the German
market by acquiring several shareholdings in
regional providers and municipal utilities. RWE
Plus, for example, purchased a 20 % holding in the
Duisburg Municipal Utilities as of January 1, 2001.
We are also able to utilise the Duisburg municipal
utilities, with their 320,000 electricity, 80,000 gas
and 76,000 water customers, as a sales partner for
multi-utility products. In return for contributing
some of its own operations, RWE Plus has also,
together with rhenag, obtained a holding of 13.7 %
in the energy and water utility Energie- und
Wasserversorgung Bonn/Rhein-Sieg GmbH. The
biggest step is being taken in the Cologne/Bonn
area, where we are negotiating with the regional
supplier GEW for a holding of 25.1 % in return for
contributing customers and capital subscribed in
kind. The new company is scheduled to begin
operations on January 1, 2002. At the beginning

of 2002, we shall also be raising our minority
holding in the Diiren Municipal Utilities from
25.15 % to a majority holding of 74.95 %.

We have streamlined our organisational structure
in the Rhine/Main/Neckar region, where we have
merged four regional suppliers, majority-owned by
RWE Plus, to form Sliwag Energie AG, registered in
Frankfurt/Main. The new company, with 850,000
customers and sales of € 850 million, ranks among
Germany's biggest regional energy suppliers.

CONSOL: expanded presence in the

USA’s energy market

Through CONSOL Energy, we shall be strengthening
our position in the US, the world’s largest energy
market. We aim to encourage the company’s
transformation into a more broadly based fuel
supplier, also operating in the electricity market.
By acquiring one of Conoco’s shares in a seam gas
joint venture, we strengthened our position in the
gas sector after expiry of the year under review.
We are also stepping up our gas production by
investing in new drilling operations.




In conjunction with the American electricity
producer Allegheny Energy, CONSOL's biggest
customer, we shall be setting up a joint venture

to build and operate a peak-load power plant in
Virginia, scheduled to go on line before the end of
2002. It will be fired with CONSOL seam gas. This
step takes us into the non-regulated sector of the
US electricity market, with an opportunity to
participate in currently attractive margins being
obtained in the USA's power generation industry.

Upgraded presence in Austria and Belgium
When it comes to penetrating new markets outside
Germany, neighbouring countries have high prio-
rity, since it is here that synergies with our German
operations are easiest to tap into. In Austria, for
instance, we have created a strong base by acquir-
ing a 49 % stake in Karntner Energieholding Beteili-
gungs GmbH (KEH), which owns around 64 % of
KELAG, the Carinthian power utility. KELAG had a
turnover of around € 350 million in 2000, and with
235,000 tariff customers accounts for around 7 %
of total electricity sales in Austria.

In January 2001, together with the Belgian Energy
Group RWE Plus set up the sales company RWE
Plus Belgium. The joint venture aims to gain

industrial customers and redistributors principally

in the electricity sector. RWE Plus is already selling
two terawatt-hours of electricity in Belgium.

RWE Power increases its stake in Portugal’s
Tapada power plant

At the beginning of May 2001, RWE Power raised
to 75 % the holding it had owned since 1996 in
Turbogas - Produtora Energética, and acquired

75 % of the shares in Portugen Energia. Turbogas
is the company that owns the 990-megawatt gas
and steam power plant in Tapada do Outeiro near
Oporto, commissioned in 1999 and regarded as one
of the most modern and environmentally-friendly
facilities in the world. Portugen is responsible for
the plant’s operation, servicing and maintenance.
This makes RWE the second-largest power producer
in Portugal, where we cover about a fifth of the
country’s electricity requirements.

How the market is developing for multi-utility
bundled products

Our bundled products for industrial customers are
meeting with increased acceptance, as a multi-
utility project in the Cologne area demonstrates,
where one of the world’s largest newsprint manu-
facturers is building a factory for making waste-
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paper into paper for printing. RWE Rheinbraun is
providing a site near the power plant, and making
the existing infrastructure available. RWE Plus will
supply electricity and steam. Waste disposal, and
wastepaper supply as well, will be provided by
RWE Umwelt. All supply and disposal operations
for the factory will thus be handled from a single

source.

In Berlin, we are currently gaining experience in
cross-selling with household customers. The Berlin-
wasser water utility, in which we own a holding,
has launched a pilot programme, through its
subsidiary avida, with a bundled offer including
electricity, gas and heat products.

RWE Net: enhanced efficiency throughout the
entire power grid

RWE possesses the largest continuous private
electricity grid in Europe, measuring 350,000 km
in length, and covering a region extending from
Lower Saxony to Lake Constance. Moreover, we
are responsible as the coordinator for the entire
German grid operation and the northern section
of the European interconnected grid.

At our electricity network company RWE Net, the
major focus during the year under review was on
improving efficiency in the grid infrastructure.

For example, we amalgamated 13 regional centres
to form two network regions, thus streamlining
organisation. Full automation of network
operations, which we intend to have completed by
2003, will provide further cost advantages. In the
long term, we shall be working only at the 380-kV
level in the extra-high-voltage network, instead of
operating two voltage levels. With our comprehen-
sive expertise of network business, we also intend
in future to position ourselves in the market as a
service provider for smaller network operators.

We are already complying with the EU Commis-
sion’s requirement that power transmission and
power distribution be separated completely from
power generation and sales, legally and functionally.
RWE is the only integrated power company in
Europe which by founding RWE Net has accom-
plished this step both for electrical transmission
networks and for distribution networks across all
voltage levels.



Market launch of Powerline in July 2001

We have successfully brought our Powerline
technology to market maturity. With a trans-
mission speed of up to 2 megabits per second,
Powerline is 15 to 30 times faster than ISDN, and
provides access to the Internet from any domestic
power socket. The response to our pilot trial with
200 households was consistently positive. Numer-
ous municipal utilities have already shown interest
in offering Powerline to their domestic customers.
Our company set up specifically for this product,
RWE Powerline GmbH, signed a long-term supply
agreement in February 2001 with the Swiss Ascom
Group covering modems and network systems.
Official approval for commercial use of the Power-
line technology is on file. In July 2001, we started
on the full market launch, kicking off in Essen and
Miilheim. We are confident that Powerline will
secure us additional advantages in the competition
for municipal utilities, plus domestic and commercial

customers.

RWE among the innovation

leaders for fuel cell applications

Fuel cell technology has the potential to radically
change the structures of energy generation and
distribution in the future. We are taking all aspects
of this new development on board at an early
stage, although a full-scale market breakthrough is
not anticipated before the second half of this
decade. In the year under review, we achieved a
first by starting up a 100-kilowatt fuel cell based
on SOFC technology (Solid Oxide Fuel Cell) in
Essen connected to the public grid. Further
systems are set to follow in 2002. In these
projects, we are working together with Siemens-
Westinghouse and MTU as technology partners.

As part of a joint venture with the American
company Nuvera Fuel Cells, a top-ranking fuel cell
manufacturer, we will as from 2004 be developing,
manufacturing and marketing fuel cell systems
based on cogeneration, with an electrical output
of up to 50 kilowatts. The gas-powered systems
are designed for use in the domestic energy sector,
and for small-scale commercial applications. We
are building one of the first customer’s systems

in Berlin to supply North Rhine-Westphalia’'s state
delegation building with electricity and heat.
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Harpen to become competence centre for decen-

tralised and regenerative energy production
Harpen AG, hitherto operated as a financial invest-
ment, will in future be concentrating on energy
business. Harpen already operates successfully

as one of the leading German companies in the
heat business, and in the field of decentralised,
particularly regenerative, power production. For
example, Harpen is currently operating facilities
for decentralised energy supply in Germany,
Poland and the Czech Republic, with a thermal
output of about 900 megawatts. When it comes to
regenerative energy, Harpen controls 24 hydro-
electric power plants in France, Italy and Portugal,
plus wind farms in Germany and Spain, achieving a
total electrical output of around 100 megawatts.
To strengthen Harpen’s position as a competence
centre in the field of decentralised regenerative
power production, its remit will include pooling
45 small run-of-river power stations operated by
RWE Power, with an output of around 110 mega-
watts. Harpen will receive all of RWE Power’s wind
and photovoltaic activities, and will also be
responsible for developing all future projects in
the field of decentralised regenerative energies.
District heating business will also be concentrated

there.

RWE Gas: more European markets penetrated
Step by step, we are expanding our position in the
attractive European gas market. With a holding of
40 % in the Slovakian gas storage company NAFTA
(sales in 2000: € 97 million), we now possess natu-
ral gas storage facilities with a capacity of 2 billion
cubic metres in Eastern Europe. We expect a signif-
icant gas trading point to develop in this region

as part of transit business. We shall be involved in
further privatisation projects in the Czech and
Slovak Republics.

RWE Gas has significantly strengthened its posi-
tion on the Dutch market. We have agreed with
the shareholders of the two gas utilities Obragas
Holding N.V. (sales in 2000: € 137 million) and
Intergas N.V. (sales in 2000: € 92 million) to
acquire a majority of 90 % in each case. Together,
Intergas and Obragas have 321,000 customers
and gas sales of 12.3 terawatt-hours. The acquisi-
tions, however, are still subject to approval by the
Dutch government. Due to new legislative
conditions, moreover, the two companies will have
to be restructured.



E-commerce: purchasing synergies and multi-
utility sales over the Internet

We use e-business to make our procurement and
sales processes even more efficient and respon-
sive. For example, we have set up a joint venture
company called Eutilia, together with ten major
European energy suppliers. The new firm's remit is
to develop and operate an Internet purchasing
portal. The aim here is to provide standardised
procurement transactions, to group purchasing
volumes together, and to ensure effective
utilisation of new worldwide vendor potentials.

In the shape of RWE Com GmbH & Co. oHG, set up
in February 2001, we have created an e-business
competence centre as the driving force for suppor-
ting the further development of e-business
activities in the group.

Outlook

Our Energy Business Area started the 2001 fiscal
year in a substantially stronger position. Following
the successful merger with VEW, a fundamental
strategic refocus along the entire value added chain,
and our radical cost-cutting programme, we have
created competitive advantages crucial to success.
Step by step we will upgrade our position in the core

areas of power and gas, both in Europe and the USA.

For the development of electricity prices in
Germany, our principal market, we anticipate
sustained stabilisation at approximately the
current level. Costs entailed by the laws on
promoting renewable energies and cogeneration,
plus knock-on effects from low-margin electricity
supply agreements will affect our earnings much
less severely than last year. For the six-month short
fiscal year, we expect the operating result to be
above the level for the preceding year’s equivalent
period.

The incipient recovery of wholesale prices will trig-
ger profit shifts between individual divisions in the
short 2001 fiscal year, since the wholesale prices
serve as an intra-group settlement basis between
the generating, trading and sales companies. The
rise in prices will significantly boost the profits of
the generating companies RWE Rheinbraun and
RWE Power. At the sales company RWE Plus, by
contrast, its effect will be adverse, since it will
probably prove impossible to pass the increased
wholesale prices on to the retail market in full.
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Solid Foundation for Growth

After seven and a half months as part of RWE’s core business, Thames Water
has already made a significant contribution to the financial performance of
the group. This contribution will increase further in a full fiscal year and will
establish the water business area as a major source of income for the group.
Thames Water is the third-largest water company in the world, supplying
water or wastewater services to more than 43 million people.

Water - the new RWE core business

In acquiring Thames Water Plc we have laid the
foundation for a new corporate business area.
Thames Water has become the management
company for this business and has been included
in the financial statements as from November 9,
2000 for the first time. The activities of the RWE
Aqua Group were transferred from RWE Umwelt to

the water business with effect from January 1, 2000.

In a countermove, RWE Umwelt will assume
responsibility for Thames Water’s waste disposal
business. First-time accounting under IAS means
that we are unable to present comparable prior
year figures for Thames Water in this annual
report.

Demand for water shows above average growth
Whereas the demand for water services remains
relatively stable in the western industrial countries,
demand in developing and emerging economies
has increased considerably. Population growth and
urbanisation are generating a growing demand
for drinking water and wastewater treatment infra-
structure in emerging and developing countries.
Around 20 % of the world’s population has no
access to safe drinking water and half the world
lacks adequate sanitation facilities. In the develop-
ed markets of Europe, North America and Australia,
growing environmental awareness and ageing
infrastructure are driving demand for capital
expenditure on water projects and, increasingly,
the transfer to the private sector of responsibility
for the provision of water services.



Business Area Water? 2000/01
External net sales € million 1,690
Internal net sales € million -
Net sales € million 1,690
EBITDA € million 821
Operating result € million 563
Return on Capital Employed (ROCE)? % 7.0
ROCE without goodwill amortisation from Thames Wateracquisition? % 9.9
WACC? % 8.0
Value added? € million | - 128
Capital Employed? € million 12,856
Capital expenditure € million 1,865
Workforce (June 30, 2001) Number 14,000

1) The results include the consolidated results of Thames Water Plc for the period commencing November 9, 2000 and RWE Aqua

for the period commencing January 1, 2001.

2) These figures have been arrived at under RWE's new value management concept (see explanation on pages 54 to 59);
operating result extrapolated to a full-year figure for 2000/01 (€ 900 million); capital costs (WACC) before tax

Sales: continued growth of international
business

Turnover in the period to June 30, 2001 was

€ 1.7 billion, with non UK-regulated turnover
reaching a high of € 615 million. The acquisition
of companies in the USA (E'town) and Chile
(ESSBIO) were significant factors in boosting inter-
national turnover. However, as expected, there was
a reduction in turnover for the regulated UK market
as a result of price reductions imposed by the
regulator.

Significant contribution to the group results
Having been included in the group for seven and a
half months, the water business area made a con-
tribution of 12.5% to the group’s EBITDA and of
14.2 % to the group’s operating result. Extrapolated
to twelve months, the proportions would be 18.6 %

and 21 % respectively. A major share of the income
generated comes from the regulated UK water busi-
ness (UK Utility), which was able to offset some of
the regulatory price reduction by efficiency
improvements. UK Commercial, which includes non-
regulated products and services, benefited from a
good performance by its property business. The
high contribution from the businesses outside the
UK reflected the newly acquired companies and an
increased equity holding in the joint venture
company supplying the Izmit region of Turkey.

Investment increased through acquisitions

The water business expanded its investing
activities considerably in the year under review,
spending € 1,865 million. In addition to the ac-
quisition of E'town, ESSBIO and Izmit Su AS, the
modernisation and expansion of the UK water sup-
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ply and waste water treatment infrastructure were
the main focus of capital expenditure.

Regulated UK water business: price reduction
partly offset by successful rationalisation

In the UK Water Utility we supply over 12 million
people, making us the leading water and waste-
water business. In the year under review, this
business has succeeded in meeting and exceeding
the targets set by the regulator. Our customers
continue to benefit from the lowest water and
waste water bills in England and Wales. In April
2000, at the beginning of the third five-year regu-
lation period since the privatisation of the domes-
tic water market, the regulator reduced prices,
which we are able to partially offset through

efficiency improvements.

Expansion of non-regulated business

in Great Britain

UK Commercial, operating in Britain's non-regulat-
ed sector, has developed well in the last fiscal
year. Strong demand for land in prime locations
led to our property business achieving results that
were above expectations. We also performed well
in infrastructure services. For example, the Welsh
water company, Dwr Cymru, awarded us the

contract to manage customer contact, billing and

revenue collection operations for its more than
1 million customers. We have launched a joint
venture with the Lattice Group to install fibre optic
cables in the London sewer network to deliver
communication services to commercial customers.

Integration of RWE Aqua helps

the launch into Continental Europe

With the integration of RWE Aqua in the new water
business area, Thames Water is well positioned to
win new orders in continental European markets,
particularly Germany and Eastern Europe. The tech-
nical and operational expertise of Thames Water
will complement the extensive relationships and
existing infrastructure of RWE Aqua. Major projects
in Berlin and Budapest with joint venture partners
mean that we supply some 6.5 million people in
these two cities. In December 2000 European
activities were further expanded when we signed
an agreement for the construction and operation
of a major sewage treatment plant in Zagreb that
will serve a million people. This project, worth

€ 180 million, is the largest sewage treatment pro-
ject in Eastern Europe.



Water Business Area
External net sales in € million

2000/01

Great Britain
Germany/Europe
America

Asia-Pacific Rim

1,279
169
204

38

Total

1,690

International expansion in the North and South
American water markets

We are also expanding our market position in the
Americas, the world'’s fastest-growing water
market. A decisive step was taken in November
2000, when we acquired the E'town Corporation.
The company supplies a million people in the state
of New Jersey. In September 2000, we started
supplying more than 1.5 million people in San
Juan, the capital of Puerto Rico and in December
2000, we increased our presence in Latin America
through the acquisition of 51 % in Empresa de Ser-
vicios Sanitarios del Bio-Bio S.A. (ESSBIO). ESSBIO
is the number two water company in Chile and is
responsible for water and waste water treatment
services to 1.5 million people in Concepcion, the
second largest city in the country.

Expansion of our market share in Asia

and Australia

In Turkey, we increased our share to 56 % in the
Izmit Su AS joint venture for supplying water to
Izmit. Our growth strategy also includes the Asia-
Pacific area. At present, Thames Water has a
number of large projects in Thailand, Indonesia,
Malaysia, China and Australia. In the period under
review, we won the contract to build and operate a

water treatment plant and the distribution
network in the western part of Bangkok. This was
the biggest water contract awarded in Asia in
2000. The businesses in Indonesia, Malaysia and
China are also performing satisfactorily and are
opening up new opportunities for growth. In the
Australian city of Adelaide, we supply water to
1.2 million people as part of a joint venture.

Outlook

The new Water Business Area is promisingly
positioned for successfully participating in the
high growth potential of the worldwide water
sector. We anticipate a substantial contribution to
profits. Due to consolidation effects, the operating
result will be significantly up on the first half of
2000/01.
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Market leadership extended

The merger with Edelhoff was a big step forward for RWE Umwelt: not
only in sales and profits, but also in terms of a nationwide presence in our
key German market. This enhances our position with municipal and
industrial customers. A good foundation for further increasing our profits

in the new fiscal year.

Continuing fierce pressure of competition
During the past fiscal year, the German waste dis-
posal market was characterised by stagnating
demand and high pressure on prices. In the
residential waste sector and in Germany’s “Dual
System” recycling scheme, there were no significant
changes in terms of prices or quantities. In the
secondary raw materials market, we achieved a
slight volume increase. Generally, privatisation
trends in the municipal sector were accelerating.
In the industrial and commercial sectors, waste
management services are being increasingly
assigned to private disposal companies. We are
seeing a growing level of demand for cross-border
disposal services as well.

Merger with Edelhoff puts sales well above pre-
vious year

The Environmental Services Business Area increased
its external net sales by 34.2 % to € 2,045 million.
Growth was steepest in the German Waste and
Recycling Segment. The principal factor involved
here was integration of the former VEW subsidiary
Edelhoff, plus increased prices for secondary raw
materials, and larger disposal volumes at refuse
incineration plants and landfills. Due to
divestments, other external net sales were down.
Excluding consolidation effects, the Environmental
Services Business Area would have increased its
sales by 5 %.



Environmental Services

Business Area

Environmental Services 2000/01 1999/2000 % Change
External net sales € million 2,045 1,524 + 34.2
Internal net sales € million 24 25 - 4.0
Total net sales € million 2,069 1,549 +33.6
EBITDA € million 309 306 + 1.0
Operating result € million 135 122 + 10.7
Return on Capital Employed (ROCE)" % 10.0 2 2
WACCY % 10.0 2 2
Value added” € million 0.0 2 2
Capital Employed” € million 1,348 2 2
Capital expenditure € million 376 241 + 56.0
Workforce (June 30, 2001) Number 14,666 10,120 +44.9

1) These figures have been arrived at under RWE's new value management concept (see explanation on Pages 54 to 59); capital

costs (WACC) before tax

2) Due to changes in the value management concept, a comparison with the preceding year's figures is not meaningful.

Earnings also significantly up on the previous
year

EBITDA rose by 1 % to € 309 million, the
operating result by 10.7 % to € 135 million. The
increase is primarily attributable to first-time con-
solidation of the Edelhoff Group. Other positive
factors included rises in both prices and
quantities, and the sales of low-margin activities.

Merger entails substantially increased
investment in fixed assets

Capital expenditure, at € 376 million, was 56 % up
on the preceding year. The main expenditure was
channelled into financial investments within the
framework of the merger with Edelhoff. We also
acquired RAG's 25 % holding in Edelhoff. The tan-
gible assets involved were mainly replacement and
expansion investments relating to plant and logis-
tics.

Focusing on core business and upgrading our
market position

RWE Umwelt has successfully progressed its focus
on the company’s core business of waste and recy-
cling. The most important milestone on this path
was the merger with Edelhoff. This former VEW
subsidiary possesses a strong regional
infrastructure, and is one of Germany's leading
firms in the hazardous-waste sector. This gives us
nationwide coverage in Germany, improving our
starting position for municipal privatisation
projects, and also for industrial clients with a
supra-regional waste disposal requirement.

With this merger, we have further reinforced our
Number 1 position in Germany. Our customers
here include 143 municipalities with about

7 million inhabitants, 220,000 industrial and

commercial customers and “Dual System” contract
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territories with more than 16 million inhabitants.
Outside Germany, we handle waste disposal for

3 million inhabitants in 21 cities and communities,
as well as looking after 22,000 commercial clients.
In Europe as a whole, RWE Umwelt ranks No. 3 in
the waste disposal sector. We have upgraded our
position abroad by taking over Thames Water's
waste disposal business. On the other hand, we
have withdrawn from operations where we see no
prospect of adequate earnings in the long term:
the European consulting activities under the aegis
of the HPC Group, the Italian activities handled by
the RWE Ambiente Group, and the used-textile
business. We have thus divested ourselves of a
sales volume totalling around € 75 million.

Competitive advantages from leaner structures
On the cost front, too, we have strengthened our
competitive position: by integrating the Edelhoff
Group, we have achieved substantial synergies -
not least from merging facilities. Considerable
improvements in efficiency have also come from
reorganisation of our management structures.
Important steps included transferring the
Edelhoff operations in North Rhine-Westphalia to
Trienekens AG. Also, RWE Umwelt AG no longer
functions as a holding company, but as the

management company, obviating the need for
the intermediate holding companies RWE Umwelt
Services Deutschland GmbH and RWE Umwelt
Services International GmbH.

New disposal guideline with growth opportuni-
ties in municipal business

Opportunities for profitable new business in the
municipal sector will be on offer when the Techni-
cal Instruction on Residential Waste (TASi) comes
into force in 2005. It necessitates the construction
of additional refuse incineration plants and
mechanical-biological processing facilities. We
have already upgraded our participation in tenders
for disposal projects of this kind. For this purpose,
we have joined forces with a partner company to
develop an innovative concept for modularised
incineration plants, enabling us to also offer the
smaller municipal customers an eco-compatible
thermal waste treatment option complying with
stringent technical standards at affordable prices.
Initial orders have already been placed with us.



Business Area Environmental Services
External net sales® in € million

Environmental Services

2000/01 1999/2000 % Change

Waste and Recycling Germany 1,816 1,194 + 52.1
Waste and Recycling International 55 37 + 48.6
Others 174 293 - 40.6
Total 2,045 1,524 + 34.2

*) The segmental structure has been altered to accommodate the integration of Edelhoff. The figures for the previous year have

been adjusted.

“Public-private partnership”: accelerating trend
towards privatisation

More and more district councils, towns and munici-
palities are looking to co-operate with private
service providers in their waste disposal and
municipal cleaning operations. Under private
management, these public-sector jobs are often
handled faster, more comprehensively and more
economically, without the municipal councils
having to abandon their guiding influence. Together
with a partner, for example, we have acquired a
44.9 % holding in the waste disposal company
Entsorgungsgesellschaft Mainz GmbH, which will
build and operate a refuse-fired cogeneration
plant in Mainz, scheduled to go on line in 2004. In
addition, Trienekens AG has purchased a 49.9 %
holding under the partial privatisation scheme for
Cologne's refuse disposal operations.

Industrial business: increased demand for
outsourcing

The trend towards outsourcing disposal operations
in industrial and commercial enterprises continues
to accelerate. We have intensified our supra-
regional sales activities, and thus won several
major orders. Since the beginning of this year, our
companies have been disposing of waste for

the German Mdvenpick catering chain, and
Deutsche Shell AG has asked RWE Umwelt to
dispose of waste and packaging from around 900
service stations nationwide. RWE Umwelt has also
been commissioned to handle the entire waste
disposal operation for the pharmaceutical company
Saluta.

Outlook

Following successful integration of the Edelhoff
Group, RWE Umwelt possesses a good starting
position for upgrading its market ranking. Our
principal focus here will be on municipal disposal
business, where we see the most attractive poten-
tial for profitable growth. We shall also be
progressing our industrial business, and examining
opportunities for external growth in the German
and European markets. We are confident for the
current short business year, and anticipate being
able to further improve the operating result
compared to the previous year’s corresponding
period.
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Focusing on energy business

Due to sell-offs in our peripheral operations and a declining level of
demand in individual markets, TESSAG’s result was down on the preceding
year’s figure. But the outlook is favourable: our cost-cutting initiatives are
starting to bite, and in our core energy engineering business fresh
acquisitions have made us stronger. We anticipate an operating result
similar to that achieved in the previous year’s corresponding period.

TESSAG now clearly part of RWE’s core
electricity business

In the previous year, we reported on TESSAG with-
in the Industrial Systems Division. In the 2000/01
fiscal year, TESSAG was the management company
for the Industrial Services Division. As from the
current short fiscal year in 2001, we are assigning
it to RWE's core electricity business.

Highly disparate market trends in

different sectors

The companies of the TESSAG Group reported
buoyant demand at first from the IT and communi-
cation sectors, though this slackened off in the
second half of the year due to declining dynamism
in both these industries. The situation in the
energy market continued to be characterised by
capital expenditure cuts on the part of German

companies, though over the course of the year
things started to improve a little. German construc-
tion activity was low.

Orders slightly down

TESSAG gained new orders of € 2.1 billion,
3.5% down on the previous year's figure. The
main reason involved is the sale of the medical
technology (MAQUET) and consulting engineering
(LAHMEYER International) operations. Adjusted
for these effects, the decrease was 1.2 %.

We also deliberately refrained from accepting
low-margin orders, which entailed fewer order
bookings in industrial plant construction and in
building automation. Orders for solar energy
systems grew vigorously, and we also achieved
strong growth with transformers from the
first-time consolidation of the SMIT Group. The



Business Area

Industrial Services

Industrial Services (TESSAG) 2000/01 1999/2000 % Change
External net sales € million 2,221 2,239 - 0.8
Internal net sales € million 245 260 - 5.8
Total net sales € million 2,466 2499 - 13
EBITDA € million 93 115 - 19.1
Operating result € million 38 56 - 321
Return on Capital Employed (ROCE)Y % 4.5 2 2
WACCY % 10.0 2 2
Value added” € million | - 46 2 2
Capital Employed” € million 837 2 2
Capital expenditure € million 138 99 + 394
Workforce (June 30, 2001) Number 15,400 16,647 - 75

1) These figures have been arrived at under RWE's new value management concept (see explanation on pages 54 to 59);

capital costs (WACC) before taxes

2) Due to the changeover of the value management concept, a comparison with the preceding year's figures is not meaningful.

Industry Division profited from expanding demand
for nuclear services.

The order situation in the Networks Division was
governed by conflicting trends. Stabilisation of
investment demand was beneficial, as was mainte-
nance expenditure by energy utilities. In the
second half of the fiscal year, the crisis in the
Internet and communication sector took adverse
effect, with demand for uninterruptible power
supply systems and in the field of communication
networks practically ceasing to exist.

Net sales at previous year’s high level

External net sales came to € 2.2 billion. Thus
despite the departure of our medical technology
and consulting engineering operations we emulat-
ed the preceding year’s high level. Without these

factors, sales would have been up by 4.5%. We
compensated for deconsolidation effects by
above-average revenues at the Power Systems
Division. We achieved substantial growth here in
solar energy equipment, power supply systems
and also in transformer construction, following
acquisition of the Dutch producer SMIT Trans-
formatoren N.V. The Network Division also increased
its sales. In the high-voltage engineering sector,
several large optical fibre projects were invoiced.

Profits down on previous year

With EBITDA of € 93 million and an operating
result of € 38 million, we finished down on the
previous year's figures, due to deconsolidation of
peripheral activities sold off and the declining
level of demand in the communication technology
and industrial plant construction sectors. Thanks
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Business Area Industrial Services (TESSAG)
Order bookings in € million

2000/01 1999/2000 % Change

Networks 717 702 + 2.1
Industry 564 574 - 17
Power Systems 454 416 + 9.1
Domestic Engineering 308 357 - 137
Financial Investments 87 158 - 449
Total 2,130 2,207 - 3.5
Germany 1,060 1,393 - 23.9
International 1,070 814 + 314

to our restructuring and cost-cutting programmes
initiated in the previous year, however, we were
able to partially compensate for these adverse
effects.

Capital expenditure up

Capital expenditure, at € 138 million, was substan-
tially up on the preceding year’s level. In terms

of tangible assets, measures to increase capacity
were the principal focus. One of the most important
projects was completion of a new solar technology
production line at our solar energy specialist ASE.
The financial investments principally comprised the
purchase of the SMIT Group and increasing our
shareholding in the communication engineering
firm SAG-Abel Kommunikationstechnik.

Acquisitions for expanding core business

With the takeover of the Dutch SMIT Group, we
have significantly strengthened our position in
transformer construction. SMIT ranks among the
leading producers of large line transformers and
operates in the Netherlands, Western Europe and
the USA. In the 2000 fiscal year, the company
achieved sales of around € 73 million. This move

has made TESSAG a global vendor of transformers
in all rating categories.

We have expanded our nuclear business on an
international scale by acquiring the nuclear
engineering activities of AEA Technologies Plc in
the UK. The British company achieved sales of
around € 75 million in the 2000 fiscal year. Follow-
ing this acquisition, we are offering nuclear ser-
vices not only in the UK, but also in North America,
the Middle East and Eastern Europe. Approval from
the British Monopolies Commission is still
pending.

Divestments strengthen focus on core business
TESSAG has intensified its focus on its core
activities of energy-related services and power
engineering systems by selective divestments.
For example, as of November 30, 2000, we sold
off our medical technology financial investment
MAQUET AG (sales in 1999/2000: € 155 million).
We have also sold the Rheinelektra-Technik Group,
and thus our entire domestic engineering
operations, to the Dutch company Internatio-
Miller N.V. with effect from July 1, 2001. With



Business Area Industrial Services (TESSAG)
External net sales in € million

Industrial Services

2000/01 1999/2000 % Change

Networks 802 685 + 17.1
Industry 523 772 - 323
Power Systems 480 280 + 714
Domestic Engineering 342 347 - 14
Financial Investments 74 155 - 523
Total 2,221 2,239 - 0.8
Germany 1,141 1,178 - 3.1
International 1,080 1,061 + 1.8
this step, we have divested businesses with Outlook

turnover of € 342 million.

Optimised organisational structure: pooling
competences and “one face to the customer”
To fully exploit the growth potential available, we
have launched a market campaign involving all
divisions. The goal is a harmonised approach to
the market by all TESSAG companies. The core
element is consistent customer focus with clearly
defined responsibilities and organisational
structures. We are eliminating overlaps in the
capability portfolio, exploiting technical synergies,
and optimising the process chains concerned.
For example, we will group together the power
engineering branch operations in a new unit,
create the structures required for pan-European
and worldwide project business, and establish a
competence centre for technology and product
innovation.

In the new fiscal year, our markets will exhibit
disparate trends. We expect German energy
suppliers to show increasing propensity to invest
once more. In the communication service market,
any significant recovery in demand will have to
wait for UMTS investments. In view of ambitious
state subsidy programmes for solar power,
however, we see good opportunities for our solar
technology operation. For the current short fiscal
year, we expect an operating result similar to that
achieved in the first half of 2000/01.

Expanded remit: TESSAG now

“RWE Solutions AG"

Since September 1, 2001, TESSAG has been per-
forming the function of a multi-utility service
provider. Under its new name of RWE Solutions AG,
it offers not only services for the energy sector, but
also a capability portfolio enlarged to include elec-
tricity for industrial customers requiring energy-
related services and systems. For sectors like auto-
mobiles and chemicals, it is taking over industrial
key account business from RWE Plus.
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Profits at a record high

High oil prices and substantially improved refinery margins produced
above-average growth in earnings. And through the joint venture with
Shell we shall crucially upgrade our market position in Germany’s service
station (retail) and refinery sectors. Business outlook remains strong.

High crude oil prices and refinery margins
Crude oil prices at a record high and substantially
increased refinery margins were the dominant
features of the 2000/01 fiscal year. A barrel of Brent
crude oil cost an average of about USS 28 - around
14 % more than in the previous year. In the second
half of 2000, peaks of more than US$ 37 a barrel
were reached. The high level of oil prices was
caused by production cuts from OPEC and antici-
pated supply bottlenecks for gasoline in the USA.

Revenues from refinery processing reached an
exceptionally high level, not least because
Germany'’s petroleum industry was swift in adapting
to the tightened European environmental require-
ments for fuels. In addition, there were capacity
shortages worldwide due to plant failures in
refineries. Following fierce price wars in 2000,
margins in the German retail market have improved

again.

Petroleum consumption in Germany rose by 2.2 %
to reach 122 million tons (mt), thanks to increased
sales of light fuel oil, which grew 15.6 %. After
sales volume had dropped by 19 % in the

previous year, due to mild weather and rising
prices, consumers had since the late summer of
2000 been increasingly topping up their heating
oil tanks again. Consumption of motor gasoline fell
by 5.4 %, reflecting primarily the more economical
engines in new generations of vehicles.



Business Area
Petroleum and Chemicals

Petroleum and Chemicals

2000/01 1999/2000 % Change

External net sales € million 20,097 18,008 + 11.6
Internal net sales € million 320 57 + 4614
Total net sales € million 20,417 18,065 + 13.0
EBITDA € million 1,172 738 + 58.8
Operating result € million 844 407 + 1074
Return on capital employed (ROCE)” % 48.3 2 2
WACCY % 13.0 2 2
Value added” € million 617 2 2
Capital employed” € million 1,746 2 2
Capital expenditure € million 520 729 - 287
Workforce (June 30, 2001) Number 4,794 9,517 - 49.6

1) These figures have been arrived at under RWE's new value management concept (see explanation on pages 54 to 59);

capital costs (WACC) before taxes

2) Due to divestments and the changeover of the value management concept, a comparison with the preceding year’s figures is

not meaningful.

Crude oil prices boost sales substantially
External net sales, at € 20.1 billion, were 11.6 %
above the preceding year’s figure. In our upstream
operations (oil and gas production), we increased
our external net sales by 40.6 % to € 894 million,
thanks principally to higher prices for oil and gas,
plus a 12.7 % rise in our oil production to 4 million
tons. Early in 2000, for example, we started pro-
duction from the Mittelplate North Sea oil field at
the onshore station at Dieksand. We also increased
our crude oil production in Norway, Egypt and
Kazakhstan. In the old fields, by contrast, output
was down. Our gas production, centred in the
north of Germany, decreased by 5% to 2 billion
cubic metres, after high sales in the previous year's
equivalent period.

In our downstream operations (crude oil refining
and sales, plus petrochemicals), net sales were
16.6 % up on the previous year, a rise primarily
attributable to higher prices for petroleum
products, and also to increases in mineral oil tax on
January 1, 2000 and 2001. Petroleum sales volume
in the downstream operations rose by a total

of 2.4 % to reach 21.2 million tons. We raised our
retail market share thanks to expansion and
upgrading of our service station network. Moreover,
by introducing the payback card, we enhanced
customer loyalty as well.
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Business Area Petroleum and Chemicals
External net sales in € million

2000/01 1999/2000 % Change

Upstream
Downstream

of which mineral oil tax
Chemicals

Other activities

894 636 + 40.6
17,259 14,801 + 16.6
5,437 5,049 + 17
1,940 2,566 - 244
4 5 - 20.0

Total

20,097 18,008 + 11.6

Our heating oil business, by contrast, did not grow
as substantially as German heating oil consumption.
We refrained from less profitable business here.
Sales volume of petrochemicals, conversely, was
up by 5.6 % at 2.7 million tons. Following the
expansion of our partial oxidation plant in Wesseling,
we have since May 2000 been converting heavy
residues from the refinery into petrochemical prod-
ucts, thus increasing our output of methanol. Due
to two scheduled major shutdowns at our
refineries in Wesseling and Schwedt, we processed
1.2 % less crude oil and semi-refined products than
in the previous year, at 20.1 million tons.

In Chemicals, sales volume was down by 32.5 %,
due to sale of the chemical activities effective
March 1, 2001. Sales volume for chemicals totalled
2.8 million tons. Chemical business contributed

€ 1.9 billion to RWE-DEA's net sales.

Excellent result achieved

EBITDA rose by 58.8 % to € 1,172 million, with the
operating result up by 1074 % at € 844 million,
both figures significantly above the previous year's
level, high though this already was. The above-
average result achieved by our upstream
operations is attributable to high prices for crude
oil and gas. It was also boosted by increased
crude oil production and the strong US dollar.

The steep rise in downstream business was princi-
pally attributable to substantially improved
margins in petroleum refining. The downstream
result also reflected significantly higher petro-
chemical profits and a good performance by DEA
Mineraloel & Service GmbH, in which since July 1,
2000 DEA’s petroleum business outside the retail
sector has been run. Thanks to higher margins,
retail profits, too, were up on the previous year.
Profits were down at our deconsolidated chemical
operations, where we were unable to pass on price
hikes for feedstocks in full to our customers.



Business Area Petroleum and Chemicals
Production and Sales

Petroleum and Chemicals

2000/01 1999/2000 % Change

Crude oil production thousand mt
Natural gas production million m?
Petroleum sales thousand mt
Petrochemical sales thousand mt

L Chemical sales thousand mt

4,049 3,593 + 127
1,997 2,103 - 50
21,249 20,757 + 24
2,697 2,554 + 5.6
2,842 4,212 - 325

Higher investment in gas and oil production

In the 2000/01 fiscal year, our capital expenditure
totalled € 520 million, 28.7 % down on the preced-
ing year's figure. Over half of this funding was
channelled into our upstream operations. The prin-
cipal focus here was on acquiring concessions in
Egypt and our production activities in Norway. The
funds invested in the downstream operations were
used for purposes like the domestic service station
network, restructuring of the Heide refinery, and
expansion of an olefin production facility at the

Wesseling refinery.

RWE-DEA and Deutsche Shell to pool their
downstream operations

RWE-DEA and Deutsche Shell GmbH have agreed
to merge their downstream businesses in Germany

under a joint venture called Shell & DEA Oil GmbH.

This step is designed to enhance the competitive-
ness of our downstream activities. Unlike the
upstream operations, they do not form part of the
RWE Group's core lines of business. The planned
joint venture is intended to comprise the re-
fineries, the logistical and distribution operations,
and marketing under the DEA and Shell brands.
The EU Commission and the Federal Cartel Office
still have to give their approval. We anticipate

synergies of at least € 150 million a year.

101 M



Petroleum and Chemicals

Mo

Business Area Petroleum and Chemicals
Divisional results for 2000/01 in € million

EBITDA Operating result
2000/01 1999/2000 | 2000/01 1999/2000

Upstream 581 391 486 313
Downstream 558 84 429 - 7
Chemicals 77 252 - 22 96
Other - 44 11 - 49 5
Total 1,172 738 844 407

Focusing our business activities:

chemical operations sold

RWE-DEA's chemical activities, operated under the
name of CONDEA, were sold effective March 1,
2001. The operations sold had turnover of around
€ 2.6 billion in 1999/2000, plus 4,600 employees.
The sale is part of the programme for focusing on
the RWE Group’s multi-utility core business.

Expanding our international upstream position
In contrast to our downstream operations, our
upstream activities form part of the group’s core
business. We shall therefore expand them,
focusing principally on gas production. In the
applications for new exploration licences in
Norway, RWE-DEA won another success: the
Norwegian government has granted us shares in
two exploration licences in the “North Sea Round
2000". As with the three exploration licenses
granted early in 2000 for the Norwegian Sea, we
can thus (if successful) significantly increase our
current oil and gas reserves. In Egypt, we have
acquired larger exploration concessions in the Nile
delta and in the Mediterranean, off Alexandria
from the Spanish company Repsol-YPF. Initial
drilling indicates substantial gas deposits in this
region. From Repsol-YPF, moreover, we have
acquired a 50 % stake in three oil fields located in
the Gulf of Suez: this will enable us to triple our oil
production in Egypt.



Petroleum and Chemicals

Outlook

Under RWE's group strategy, RWE-DEA will in
future be responsible for management of the
upstream business, which is part of our core gas
business. In addition, RWE-DEA will support the
joint venture Shell & DEA Oil GmbH, destined to
assume a leading position in Germany's petroleum
market. The relevant antitrust authorities are
currently examining the merger. Following a
favourable decision (which both partners expect),
the joint venture will be proportionately
consolidated in the financial statements for the
group. The intention is to merge the downstream
activities of Shell Germany and RWE-DEA with
retroactive effect to July 1, 2001.

For the short fiscal year in 2001, we anticipate
weakening profits in upstream business. In the
downstream business, too, we can no longer count
on the very high level of the previous year.
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Market leadership reinforced worldwide

Our financial holding Heidelberger Druckmaschinen once again upgraded
its standing as the world’s market leader. Net sales and orders received
showed double-digit rises, while earnings hit a new record level.

With our competitive edge in products and processes, we are set to
improve our market share still further.

A change in the reporting structure

Last year, we reported on Heidelberger Druck-
maschinen within the Industrial Systems Division.
Since the 2000/01 fiscal year, classification as
financial holding signifies that Heidelberg is not

part of our core business.

Business environment still favourable in
2000/2001

Growth in all key regions of the world streng-
thened demand for printed matter, and created

a favourable climate for capital expenditure in
this sector. Both in the EU nations and in the
American free trade zone NAFTA, the company
performed well overall. The slowdown in the US
economy during the second half of the fiscal year,
however, was already hitting orders in the world’s
biggest printing technology market. Rising
demand came from South America, while business

was also boosted by the economic recovery in
East Asia.

New record for orders received

Heidelberg recorded orders worth a total of € 5.5
billion, 18 % up on the preceding year's figure,
high though this was. The increase was primarily
attributable to the gratifying business climate,
favourable exchange rates and the company's
success at drupa 2000, the world’s most important
trade fair for the printing and paper industries.
Exchange rate effects contributed around 6 % to
the order growth, but the principal factor involved
was the drupa, where Heidelberg premiered
integrated solution packages for the entire
printing and publishing industries. We received
orders worth more than € 1.5 billion, about three
times the order volume acquired at the previous

fair.



Heidelberger Druckmaschinen

Heidelberger Druckmaschinen 2000/01 1999/2000 % Change
External net sales € million 5,303 4,602 +15.2
Internal net sales € million - - -
Total net sales € million 5,303 4,602 +15.2
EBITDA € million 711 638 + 114
Operating result € million 510 463 + 10.2
Return on Capital Employed (ROCE)" % 19.9 2 2
WACCY % 14.0 2 2
Value added” € million 170 2 2
Capital Employed” € million 2,906 2 2
Capital expenditure € million 334 481 - 30.6
Workforce (June 30, 2001) Number| 25,724 23,962 + 74

1) These figures have been arrived at under RWE's new value management concept (see explanation on pages 54 to 59);
for calculating the ROCE, the operating result has been increased by interest from sales financing (€ 67 million);

capital costs (WACC) before taxes

2) Due to the changeover of the value management concept, a comparison with the preceding year's figures is not meaningful.

More than half of the additional order volume
came from the company’s traditional sheetfed
business, which accounted for € 577 million of the
increase. Our Web Systems Division achieved the
highest growth rate, at 22 %. Following its debut
at drupa 2000, it received ten orders for our newly
developed “Mainstream” newspaper printing
press. The Digital Division (only operational in its
current form for one year) increased its order
bookings by 16 %. This steep rise was principally
owed to orders for digital black-and-white printing
presses.

Double-digit rise in sales

We increased our external net sales by 15.2 % over
the preceding year, to € 5.3 billion, with exchange
rate factors benefiting us. Sales at the Sheetfed
Division rose by 17 %, thus contributing about

63 % to total volume. Sales increases of a similar

size were also achieved in the Digital and Web
Systems Divisions.

Earnings up again on the preceding year
EBITDA improved by 11.4 % to reach € 711 million.
The operating result, at € 510 million, was 10.2 %
up on the preceding year’s figure, a rise mainly
attributable to substantial growth at the Sheetfed
Division. This, though, had to be offset against the
expenses for drupa 2000 and the continuingly
high up-front outlay in the Digital Division.

Capital expenditure down on previous year

At € 334 million, capital expenditure was 30.6 %
down on the preceding year’s level. Around a third
of the investment budget was used to upgrade

IT infrastructure. Other major focuses included
optimisation of production processes, strengthen-
ing of our sales and service operations, and
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Heidelberger Druckmaschinen

expanding the branch office network of our tomers here in both the upstream and downstream
training academy for customers, the Print Media processes involved, aiming to help them achieve a
Academy. maximised level of added value. We have called

our approach “solutions”: we offer printers con-
Strategy: Heidelberg is shaping the future of sistently harmonised production processes, geared
print media to the individual customer’s needs, and covering
With the rapid dissemination of digitisation, the all the steps required for a complete printing job.
structure of the graphic-arts industry is changing. This gives us invaluable differentiation potential
Competition is becoming fiercer, print orders have over our competitors.

to be executed with ever-increasing swiftness at
ever-decreasing costs - while maintaining the
same high standard of quality. We support our cus-

Heidelberger Druckmaschinen

Orders received in € million 2000/01 1999/2000 % Change
Digital 774 670 +15.5
Sheetfed 3,488 2,911 +19.8
Web 858 704 +21.9
Finishing 417 409 + 2.0
Total 5,537 4,694 +18.0
Germany 806 657 + 227
International 4,731 4,037 + 17.2
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Innovative vigour - our key focus for future
success in the marketplace

We intend to continue upgrading our position as
the world’s market leader. Heidelberg's role as the
technology leader in the printing sector is a major
success-boosting factor in this context. Important
milestones include the launch of our new
“Mainstream” newspaper printing press, and the
expansion of our activities in digital monochrome
and colour printing. For this reason, we have once
again devoted a substantial 7 % of our turnover to
fund our research and development work.

Heidelberger Druckmaschinen
External net sales in € million

Heidelberger Druckmaschinen

Outlook
Demand has slackened in both the American and
European printing markets.

With our high level of orders on hand, and our
position as the world’s market and technology
leader, we are nonetheless embarking on the new
fiscal year with confidence that we shall maintain
our operating result at a satisfactory level. Due to
the changeover of the fiscal year, we are including
nine months of Heidelberg in the short fiscal year,
so that the profit contribution will be up on its
level during the first of 2000/01.

2000/01 1999/2000 % Change

Digital 763 659 +15.8
Sheetfed 3,331 2,850 + 16.9
Web 801 695 + 15.3
Finishing 408 398 + 2.5
Total 5,303 4,602 +15.2
Germany 707 709 - 03
International 4,596 3,893 + 18.1
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Internationalisation breeds success

HOCHTIEF's international strategy is paying off: our successful commit-
ment to the North American and Australian markets has produced signifi-
cant contributions to profits. Business in Germany developed very badly:
we are working hard on restructuring here.

Recovery in German construction business
failed to materialise

With the exception of the German market, trends
in the key regions of the international construction
industry continued to be largely favourable. The USA
(the world’s biggest market) and Australia were
characterised by consolidation at a high level. In
South-East Asia and Latin America, construction
activity was still on the increase. In the major
countries of Western Europe, the years of steady
growth continued. In the 2000/01 fiscal year

the long-awaited turnaround for the German
construction sector failed to materialise. On the
contrary, the recession, now approaching its
eighth year, reached a new lTow.

Consolidation effects boost business volume
significantly

HOCHTIEF's new orders were up by 22.7 % on
the previous year, at € 14,472 million, reflecting

the fact that our American company Turner, consol-
idated as of October 1, 1999, was for the first time
included for twelve months in the financial
statements; only nine months had been covered in
the previous year. The order volume in German
business continued to shrink, 21.6 % down on the

preceding year's level at € 2,242 million.

Work done, at € 13.6 billion, was 23.8 % up on the
previous year. The 20.6 % drop in the German
market was more than offset by growth in inter-
national business, boosted particularly by intensive
construction activity in North America and our flour-
ishing operations in the Asia/Pacific Rim economies.

The order backlog was up by 8.7 % to € 13.2 billion.
Reflecting general market developments, they
shrank in Germany by 26.9 %, while increasing inter-
nationally by 19.4 %. Here, too, the American market
was a dominant factor, with a share of 48.3 %.



HOCHTIEF

HOCHTIEF 2000/01 1999/2000 % Change
External net sales € million 11,027 7,960 + 38.5
Internal net sales € million 28 63 - 55.5
Total net sales € million 11,055 8,023 + 37.8
EBITDA € million 165 175 - 57
Operating result € million 97 156 - 37.8
Return on Capital Employed (ROCE)" % 7.5 2 2
WACCY % 14.0 2 2
Value added” € million 83 2 2
Capital Employed” € million 1,288 2 2
Capital expenditure € million 606 564 + T4
Workforce (June 30, 2001) Number 34,693 28,782 +20.5

1) These figures have been arrived at under RWE's new value management concept (see explanation on pages 54 to 59);

capital costs (WACC) before taxes

2) Due to acquisitions and the changeover of the value management concept, a comparison with the preceding year’s figures is not

meaningful.

External net sales increased by 38.5% to

€ 11,027 million. Besides the full integration of
Turner already mentioned, this also reflects the
first-time full consolidation of Leighton Holdings
of Australia. Adjusted for all consolidation effects,
sales would have risen by 4 %, despite weak
business in Germany.

Earnings hit by ailing German construction
sector

EBITDA, at € 165 million, was 5.7 % down on the
previous year, with the operating result decreasing
by 37.8 % to € 97 million. While the North America
Division, particularly, performed well, our German
construction business suffered high operating
losses, hit by general pressure on margins, difficult
supplementary work negotiations and restructuring
expenses.

Capital expenditure continues high

Our capital expenditure, at € 606 million, was
slightly up on the preceding year's figure. The
funds expended on tangible assets increased sub-
stantially, reflecting not least the incorporation of
Leighton Holdings. The purchase of stock in the
airport company Flughafen Hamburg GmbH
accounted for the majority of capital expenditure
on financial assets.

New structure for European business
HOCHTIEF has initiated further steps for stream-
lining the group’s corporate structure, focused
principally on strengthening our competitive posi-
tion and profitability in the difficult German
market. Now that the Building and Civil Divisions
have been spun off to become the legally
autonomous HOCHTIEF Construction AG, we
possess a harmonised organisational structure
throughout the group: the Europe, North America
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HOCHTIEF

and Asia/Pacific regions are now comparably
structured, with HOCHTIEF AG thus becoming a
strategic management holding company. Strategic
and operating responsibilities have been definitively
separated by this step. To supplement core
business, HOCHTIEF Construction AG will be
concentrating on potentially profitable specialised
products like hotels and sports facilities. We shall
thus be directing our focus on those segments of
the market where reasonable margins can be

achieved.

Airport management still performing well
HOCHTIEF's Airport Division was particularly
successful. Athens International Airport started
operations in March 2001. Together with partners,
we planned, financed and built it, and will be oper-
ating it for 25 years. This project is the first, and
so far the only example of a successful public/
private partnership in the airport business. Acqui-
sition of a 36 % holding in the airport company
Flughafen Hamburg GmbH put another location in
our airport network, following Athens and Diissel-
dorf. In the bids for privatisation of Berlin's
airports, the two initially competing consortia
HOCHTIEF AirPort and IVG have decided to work

HOCHTIEF Work done by region 2000/01 1999/2000
Germany 21% /7\ 32%
Rest of Europe 12% 18%
America 57% 39%
Australia 7% 8%
Asia 2% 2%
Africa 1% 1%

Total € 13.6 billion
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HOCHTIEF Key figures in € million

HOCHTIEF

2000/01 1999/2000 % Change

New orders
Germany

International

14,472 11,792 + 22.7
2,242 2,861 - 21.6
12,230 8,931 +36.9

Work done
Germany

International

13,605 10,987 +23.8
2,763 3482 - 20.6
10,842 7,505 +44.5

Order backlog (June 30, 2001)
Germany

International

13,248 12,188 + 87
2,062 2,822 - 26.9
11,186 9,366 + 194

together, with the aim of submitting a joint quota-
tion for purchasing the airports in Berlin and for
building and operating Berlin Brandenburg
International Airport.

Position in Australian business strengthened
Progressing our internationalisation thrust,
HOCHTIEF increased its stake in Leighton Holdings
to just under 50.3 % at the beginning of 2001, a
step designed to further strengthen our position
in the Asia/Pacific region. The Leighton Group,
with sales of € 1.4 billion in 2000 and around
12,500 employees, is the market leader on the
Australian continent, where 80 % of its output is
produced. The Asian markets are gaining steadily
in importance for its business.

More portfolio streamlining

With effect from January 1, 2001, we sold the
three largest companies of our transport-related
construction group. HOCHTIEF Rohrleitungs- und
Kanalbau, Otto Rohr and Helmus StraRenbau
achieved sales of € 68.5 million in 2000 with
around 600 employees. We also sold the HOCHTIEF
Umwelt Group, thus divesting ourselves of another

peripheral operation. The transaction was
implemented with effect from January 1, 2001,
and is still awaiting final approval from the
German Cartel Office. The HOCHTIEF Umwelt
Group achieved sales of € 1504 million in 2000,
with a workforce of around 1,080.

Outlook

During the six-month short fiscal year in 2001,
good profit contributions from North America,
Asia and Australia will have to be placed against
the serious setbacks arising from our German
business. The German construction industry’s
crisis in terms of both underlying structure and
the adverse business cycle was not alleviated in
the slightest, but in fact worsened, contrary to
all predictions. Moreover, spinning off our Building
and Civil Divisions into HOCHTIEF Construction
AG entailed considerable restructuring costs.
Overall, we do not expect profits to reach the
figure for the previous year's equivalent period.
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Consolidated Income Statement

from July 1, 2000 to June 30, 2001

in € million Note | 2000/01 1999/2000
Net sales (1) 62,878 47,918
Mineral oil tax/natural gas tax/electricity tax (2) 6,127 5492
Net sales (excluding mineral oil tax,
natural gas tax, electricity tax) 56,751 42,426
Changes in finshed goods and work in progress - 10 - 80
Other own work capitalised 367 276
Other operating income (3) 3,589 3,049
Cost of materials (4) 38,497 27,266
Staff costs (5) 8,768 7,940
Depreciation and amortisation (6) 3,412 2419
Other operating expenses (7) 6,859 7,917
Profit from operating activities 3,161 129
Results of investments (8) 638 2,912
3,799 3,041
Financial results 9)| - 1,561 - 890
Profit before tax 2,238 2,151
Taxes on income (10) 478 595
Profit after tax 1,760 1,556
Minority interest (11) 496 344
Net profit 1,264 1,212
Earnings per share (€) (23) 2.24 2.24
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Consolidated Balance Sheet

as of June 30, 2001

Assets in € million Note [06/30/2001 06/30/2000
Fixed assets (12)
Intangible assets 8,351 1421
Tangible assets 31,720 17,344
Financial assets 14,518 15,728

54,589 34,493

Current assets

Inventories (13) 3,205 3,282
Accounts receivable and other assets (14) 14,726 9,959
Securities (15) 3,237 7,339
Cash and cash equivalents (16) 3,052 2,812
24,220 23,392
Deferred tax (17) 8,056 6,881
Prepaid expenses (18) 561 223
87,426 64,989
Equity and Liabilities in € million Note [06/30/2001 06/30/2000
Equity/minority interests (19)
Group interest
Subscribed capital 1,459 1,340
Capital reserve 1,269 1,697
Retained earnings 4,312 2,806
Distributable profit 281 523
7,321 6,366
Minority interests 3,522 3,191
10,843 9,557
Provisions (20) 40,062 35,082
Liabilities (21) 27,811 15,479
Deferred taxes (17) 5,129 2,958
Deferred income (22) 3,581 1,913
87,426 64,989
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Consolidated Cash Flow Statement

from July 1, 2000 to June 30, 2001

in € million Note (27)| 2000/01 1999/2000
Profit after tax 1,760 1,556
Depreciation, amortisation, write-back 3,545 2,536
Increase in long-term provisions 430 2,262
Increase/decrease in deferred tax - 463 - 795
Other non-cash items - 652 - 2,205

Mainly equity accounting, result of fixed asset disposals

Cash Flow 4,620 3,354
Increase/decrease in short-term provisions - 68 727
Change in working capital - 590 - 1,192
Change in other balance sheet items - 148 352
Net cash flow from operating activities 3,814 3,241

Intangible assets/tangible assets

Capital expenditure - 3,518 - 2,827

Proceeds from sale of fixed assets 809 827
Acquisitions, investments and loans to

associates

Capital expenditure - 9,890 - 2,096

Proceeds from sales of fixed assets/divestments 1,262 4,977
Changes in securities and cash investments 3,817 - 1,770
Net cash used in investing activities - 7,520 - 889

Capital contributions to RWE AG and shares of
minority interests in capital contributions to
subsidiaries and buy-back of own shares by companies
of the RWE Group - 2,040V - 1,141?
Dividends paid to RWE shareholders and

minority interests - 1,359 - 770
Issue of financial debt 10,674 119
Repayment of financial debt - 4,873 - 1,037
Net cash used in financing activities 2,402 - 2,829
Net change in cash and cash equivalents - 1,304 - 477
Effects of exchange rate changes and

other changes in value - 30 19
Effects of changes on the consolidated group on

cash and cash equivalent 1,574 290
Net change in cash and cash equivalents 240 - 168
Cash and cash equivalents at beginning of year 2,812 2,980
Cash and cash equivalents at end of year 3,052 2,812

1) This amount includes € - 2,039 million for purchase of RWE shares (old) and VEW shares, which were
subsumed under the merger.
2) This amount includes € - 1,147 million for share buy-back at RWE AG and HOCHTIEF.
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Statement of Changes in Equity and Minority Interest

from July 1, 2000 to June 30, 2001

Subscribed Capital Retained  Difference Distribut- Group Minority Total
capital reserve earnings from able interest interest
of currency profit

in € million RWE AG translation
Balance as of 07/01/1999 1420 1,617 2,899 127 556 6,619 3,405 10,024
Capital contributions - 80 80 - 6 6
Share buyback - 1,056 - 1,056 - 91 - 1,147
Dividends paid - 556 - 556 - 214 - 770
Currency translation adjustments 36 36 16 52
Profit after tax 689 523 1,212 344 1,556
Other changes 111 111 - 275 - 164
Balance as of 06/30/2000/
07/01/2000 1,340 1,697 2,643 163 523 6,366 3,191 9,557
Share buyback - 2,045 - 2,045 - 4 - 2,049
Merger

RWE/VEW - 129 - 180 3412 3,103 456 3,559
Capital contributions 248 - 248 - 9 9
Dividends paid - 1078 - 1,078 - 281 - 1,359
Currency translation adjustments - 33 - 33 45 12
Profit after tax 419 845 1,264 496 1,760
Other changes - 247 - 9 - 256 - 390 - 646
Balance as of 06/30/2001 1459 1,269 4,182 130 281 7321 3,522 10,843
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Changes in Fixed Assets

Cost of acquisition or construction

Balance as of  Additions/ Additions Transfers Currency Disposals Balance as of
07/01/2000 disposals translation 06/30/2001
through adjustments
changes in
in € million cons. group

Intangible assets

Development costs 78 15 31 - 1 4 119

Concessions, patent rights and similar rights
and assets, as well as licences in such

rights and assets 1,492 216 162 2 28 233 1,667
Goodwill
- from individual financial statements 182 1 35 2 1 1 220
- from capital consolidation 1,283 6,886 89 21 8,237
Negative goodwill from
capital consolidation - 99 - 8 - 51 - 56
Prepayments 7 9 3 - 7 1 11
2,943 7,119 231 - 3 117 209 10,198

Tangible assets
Land, land rights and buildings,

including buildings on third-party land 12,017 4,997 468 52 470 407 17,597
Technical plant and machinery 40,452 18,555 1462 330 463 1,253 60,009
Other equipment, factory and

office equipment 5,242 197 484 16 226 489 5,676
Prepayments

- to affiliates . . .

- to investees 6 - 6 -

- to other enterprises 463 7 143 - 42 L] 9 562
Assets under construction 685 61 730 - 334 22 157 1,007

58,859 23,823 3,287 16 1,181 2,315 84,851

Financial assets

Investments in affiliates 234 - 8,046 8,824 6 1 581 438
Loans to affiliates 27 L] 16 1 1 5 40
Investments

- in associates accounted for

using the equity method 7,510 555 1,328" 26 4,256" 5,163

- other investments 906 85 159 1 162 989

Loans to investees 299 - 102 127 . . 32 292

Securities held as fixed assets 6,667 569 823 584 7475

Other loans 513 201 122 - 1 13 140 708

16,156 - 6,738 11,399 6 42 5,760 15,105

Total fixed assets 77,958 24,204 14,917 19 1,340 8,284 110,154

*)€ 564 million of the additions, and € 2,521 million of the disposals, result from using the equity method.
=) Negligible amount

[ BRE:



Accumulated depreciation/amortisation

Carrying
amounts

Balance at  Additions/ Depreciation/ Transfers Currency Disposals Write- Balance as of Balance as of Balance as of
07/01/2000 disposals amortisation translation backs 06/30/2001 06/30/2001 06/30/2000
through for the adjustments
changes in year
cons. group
5 4 12 3 18 101 73
1,181 73 102 - 3 10 189 1,174 493 311
106 - 9 17 2 L] 1 115 105 76
229 - 52 374 4 15 540 7,697 1,054
- 56 99
1 1 - 11 6
1,522 16 505 -1 14 209 1,847 8,351 1,421
4,896 1,166 607 - 63 160 146 11 6,609 10,988 7,121
32,753 8,637 1,753 12 159 1,082 1 42,231 17,778 7,699
3,862 158 543 24 144 479 1 4,251 1,425 1,380
1 1 561 463
4 11 3 33 12 39 968 681
41,515 9,972 2,907 6 463 1,719 13 53,131 31,720 17,344
109 107 9 L] L] 11 214 224 125
3 4 2 1 . 10 30 24
154 - 16 73 11 200 4,963 7,356
57 16 = 55 18 971 849
1 4 4 1 291 298
93 - 8 131 82 134 7,341 6,574
11 3 2 -1 4 1 10 698 502
428 106 221 . L] 167 1 587 14,518 15,728
43465 10,094 3,633 5 477 2,095 14 55,565 54,589 34,493
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Statement by the Executive Board The Execu-
tive Board of RWE AG is responsible for the
preparation of the consolidated financial
statements and the group management report.

The consolidated financial statements for the
year ended June 30, 2001, have been prepared
in accordance with International Accounting
Standards (IAS). They are in compliance with the
83/349/EEC Directive. The previous year's
figures have been established according to the
same principles. Pursuant to section 292a added
to the German Commercial Code under the
German Act to Facilitate the Raising of Capital,
these consolidated financial statements
compiled in compliance with IAS have an
exempting effect. The regulations set out in

DRS 1 have been complied with.

Internal control systems, the use of uniform
directives throughout the group, and our
programms for staff training ensure that the con-
solidated financial statements and the group
management report are adequately prepared.
Compliance with legal regulations and internal
group directives as well as the reliability and

viability of the control systems are continuously
examined within the group.

In line with the requirements of the German Cor-
porate Control and Transparency Act, our risk
management system enables the Executive
Board to identify potential risks at an early stage
and initiate countermeasures, if necessary.

According to the resolution adopted by the
Annual General Meeting, PwC Deutsche Revision
Aktiengesellschaft
Wirtschaftspriifungsgesellschaft have audited
the consolidated financial statements and the
group management report and have given there-
on the unqualified audit opinion stated below.

In the presence of the auditors, the consolidated
financial statements, the group management
report and the auditors’ report have been
discussed in detail at the Supervisory Board’s
meeting on financial statements. The results of
the Supervisory Board’s examination have been
included in the report of the Supervisory Board
(pages 10 to 13 of this Annual Report).

Essen, September 21, 2001

The Executive Board

Kuhnt Klein Maichel

Remmel Sturany Zilius



General Principles The International Accounting
Standards (IAS) effective at the balance sheet
date are applied in the consolidated financial
statements. Additionally, the interpretations of
the Standing Interpretations Committee (SIC)
are complied with.

The mandatory standards applying for RWE as
from July 1, 2001 regarding financial instruments
(TIAS 39), investment property (IAS 40) and taxes
on income (IAS 12 - revised 2000) and on benefits
for employees (IAS 19 - revised 2000) are applied
for the first time in the 2001 short fiscal year.

The consolidated financial statements comprise
the income statement, the balance sheet, the
cash flow statement and the statement of
changes in equity and minority interest. The
notes additionally contain segment reporting.

Some individual items of the balance sheet and
the income statement have been combined in
order to improve clarity. These items are stated
and explained separately in the notes. The
income statement has been prepared using the
total output method.

Consolidated group The consolidated financial
statements include RWE AG and all the German
and foreign subsidiaries in which RWE AG direct-
ly or indirectly holds the majority of the share-
holders’ votes. Principal associates are account-
ed for using the equity method.

If investments in subsidiaries, joint ventures or
associates are of secondary importance from the
point of view of the Group, they are accounted
for using the cost method. Non-operating sub-
sidiaries and those with a small business volume
are generally not consolidated. They account for
altogether less than 1% of the Group’s sales and
results.

Subsidiaries that have a different balance sheet
date prepare interim financial statements. In
view of the closeness of the date, enterprises
whose fiscal year ends on March 31 are consoli-
dated on the basis of their financial statements
drawn up to that date. If necessary, adjustment
entries are made.

The consolidated financial statements have been
drawn up in euros. All amounts (unless other-
wise specified) are stated in millions of euros

(€ million).

The financial statements presented here cover
the group’s last fiscal year on the basis of the
reporting period from July 1, 2000 to June 30 of
the following year. Effective January 1, 2002, we
will change over the group’s fiscal year to the
calendar year. For the transition, it is necessary
for the group to interpolate a short fiscal year
from July 1, 2001 to December 31, 2001.

RWE AG had already changed its fiscal year over
to the calendar year effective January 1, 2001.
This necessitated a short fiscal year from July 1
to December 31, 2000. In the consolidated
financial statements presented here, RWE AG is
included with interim financial statements as per
June 30, 2001. After December 31, 2001, the fis-
cal years of RWE AG and the group will again
coincide.

A collective listing of the investments of the
Group in accordance § 313 Para. 2 Nos. 1 to 4
and Para. 3 of the German Commercial Code
(HGB) is filed with the Commercial Register at
Essen District Court. The principal consolidated
subsidiaries and enterprises accounted for using
the equity method are listed on pages 158 to
160.

In the year under review, 126 German and

296 foreign enterprises have been consolidated for
the first time. 57 enterprises left the consolidat-
ed group; 33 have been merged. 91 associates,
including 39 abroad, have been accounted for
using the equity method for the first time. 42
enterprises which had been accounted for under
the equity method in the previous year,
including 13 abroad, have been sold or merged
or have been fully consolidated. The first-time
consolidation or deconsolidation generally takes
place at the time of acquiring or selling the
shares concerned.
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Germany International Total Total
06/30/2001 06/30/2001 06/30/2001 06/30/2000

Number of fully consolidated enterprises
Number of investments accounted for
using the equity method

327 523 850 518

177 69 246 197

As far as the affiliates are concerned, the

following share increases and acquisitions are

particularly significant:

= The merger between RWE AG (old) and VEW AG
took place following approval by the AGMs,
with effect from July 1, 2000, by incorporating
both companies into RWE AG (new). The merger
took legal effect on November 24, 2000. VEW
was consolidated for the first time effective
July 1, 2000.

= The first-time inclusion of the VEW Group using
the acquisition method led to goodwill of
€ 2.3 billion and additional equity capital of
€ 1.1 billion.

=The merger between RWE and VEW involved a
complete revamping of the group’s corporate
structure. The energy and environmental opera-
tions have now been assigned to autonomous
management companies. Detailed information
on the group'’s restructuring can be found in
the annual review section.

= The Cartel Office’s conditions in connection
with the merger entailed steps like the sale of
the associated company VEAG Vereinigte Ener-
giewerke AG and the fully consolidated Lausitzer
Braunkohle AG (LAUBAG) to Hamburgische Elec-
tricitats-Werke AG (HEW). Both companies have
been included in the balance sheet since July 1
only with their net book values, since manage-
ment of these companies had already been
transferred to a trustee before they were sold.

= The regional utility rhenag'’s real property has
been divided up between RWE and E.ON, with
RWE essentially being assigned rhenag’s own
business and its investments in North Rhine-
Westphalia.
Minority holdings in Gelsenwasser AG and
GASAG Berliner Gaswerke AG were sold in con-
nection with the merger.

= On November 9, 2000 100 % of the equity in
Thames Water Plc was purchased for a price of

€ 7.2 billion. Thames Water has been fully con-
solidated since November 9, 2000; the resultant
goodwill comes to € 3.7 billion.

= The acquisition of Thames Water Plc led to the
establishment of our Water Business Area. The
activities of the RWE Aqua Group (hitherto part
of RWE Umwelt) were incorporated into this
business area.

= Shortly after the takeover of Thames Water Plc,
a 100 % stake in the American water utility
E"town and 51.0 % in the Chilean water utility
ESSBIO were acquired. Our holding in the Turk-
ish firm IZMIT Su As was increased to 56.1 %.

Additionally, the following share increases and

acquisitions deserve a mention:

= Turbogas - Produtora Energética S.A.,
Lisbon/Portugal; 25 % holding increased to 75 %.

= Purchase of 75 % in Portugen Energia S.A.,
Gondomar/Portugal

= Purchase of 99.7 % in SMIT Transformatoren
N.V., Nijmegen/Netherlands

= Leighton Holdings Limited, Sydney/Australia;
holding increased from 49.8 % to 50.3 %.
Leighton has been fully consolidated as from
January 1, 2001.

= Holding in SAG-Abel Kommunikationstechnik,
Engelsberg/Germany, increased from 86.7 % to 100 %.

For the acquisition of shares in enterprises
consolidated for the first time, a total of

€ 10,560 million was used. Of this, € 10,535 mil-
lion were paid in cash. In total, fixed assets of

€ 16,009 million, current assets (including
deferred taxes) of € 3,693 million, cash and cash
equivalents of € 1,574 million, plus liabilities and
provisions of € 16,692 million, were taken over
from the acquisition or disposal of consolidated
enterprises. The selling prices of the subsidiaries
disposed of totalled € 1,159 million, € 1,119 mil-
lion of which was paid in cash.



The following share increases and acquisitions
are to be highlighted for the enterprises account-
ed for under the equity method:

= Stadtwerke Duisburg AG, 20 %,

=NAFTA a.s., Trnava/Slovakia, 40 %,

= Flughafen Hamburg GmbH, 36 %.

The following sales of shareholdings deserve a

mention:

=sale of CONDEA's chemical operations on Feb-
ruary 28, 2001 to the South African Sasol-Group,

=sale of MAQUET AG,

= sale of Chamlian Enterprises Inc.,

= sale of Harress-Pickel-Consult Group,

=sale of RWE Ambiente Italia SpA,

= sale of HOCHTIEF subsidiaries HOCHTIEF
Umwelt GmbH, Streif AG and the three top-sell-
ing companies of the Verkehrswegebau Group:
RKB, Otto Rohr and Helmus,

= sale of City Carrier TeleLev GmbH and Meocom
Telekommunikation GmbH & Co.

Consolidation principles The consolidated finan-
cial statements of German and foreign enter-
prises are prepared using uniform accounting
policies.

The capital consolidation takes place by off-
setting the carrying amounts of the investments
against the proportionate amounts of the reval-
ued equity of the subsidiaries at the time of their
acquisition. The assets and liabilities are
recognised at their fair values. Any remaining
debit differences are capitalized as goodwill and,
according to their future economic benefit, are
amortised over a period of up to 20 years with
an effect on results. Generally, 10 to 15 years are
taken as a basis. Negative goodwill from first-
time consolidation is also carried as an asset and
is released in accordance with IAS 22.61 - 22.63.
In the context of first-time consolidation, the
remaining carrying amounts of the capitalised
goodwill and the negative goodwill are taken
into account when calculating the income from
disposals.

=In May 2001, RWE procured 6.15 % of the equi-
ty in Heidelberger Druckmaschinen from a

financial investor through securities lending,
and placed it within the framework of a book-
building procedure, thus increasing the dis-
persed shareholdings without reducing our
holding in Heidelberger Druckmaschinen in this
fiscal year. After this lending has been reversed,
a step not envisaged before 2002, RWE’s hold-
ing in Heidelberger Druckmaschinen will de-
crease from its present 56.16 % to just over

50 %.

Further information on major stock purchases
and stock sales can be found in the annual
review section.

The effects of changes in the group of consoli-
dated companies are stated in the notes as far as
they are of particular importance.

Expenses and income as well as receivables and
payables between consolidated enterprises are
eliminated. Intra-group profits or losses are elim-
inated unless they are of minor significance. The
amortisation of investments in consolidated
enterprises disclosed in separate financial state-
ments is reversed as a general rule.

The same consolidation principles apply to the
investments in associates accounted for using
the equity method, whereby recognised goodwill
is reported on the balance sheet under invest-
ments and the amortisation is accordingly
disclosed in the results of investments. The
income from investments disclosed in the results
of investments also includes a corporation tax
imputation claim; this relates to the proposed
dividend payouts. Uniform accounting principles
are also adopted for the financial statements of
all principal enterprises accounted for using the
equity method.
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Currency translation In the enterprises’ separate
financial statements, foreign currency
transactions are measured at the exchange rate
applicable at the time of first entry or, when
hedged by futures, at the futures’ price.
Exchange rate losses from the measurement of
monetary assets or monetary liabilities in foreign
currency occurring up to the balance sheet date
are taken into account. Gains and losses from
fluctuations in the exchange rate are included in
the results.

To translate currency for the financial statements
of foreign companies, functional currency trans-
lation is used. In the consolidated financial
statements, the balance sheet items of all
foreign enterprises are translated from the
respective country’s currency according to the
official regulations into euros at the day's
average exchange rate at the balance sheet date,

as the principal foreign enterprises included in
the consolidated financial statements conduct
their business independently in their national
currency. When translating the adjusted equity
of foreign enterprises accounted for under the
equity method, the same procedure is followed.
Any differences to previous-year translations are
netted against the retained earnings without
profit/loss effect. Goodwill is translated at the
reporting date rate as an asset of the financially
autonomous foreign sub-unit. No significant
effects on the balance sheet and the income
statement are entailed by the changeover to
accounting in the reporting currency. Income
and expense items are translated at annual
average exchange rates, and changes to reserves
at closing rates. Annual financial statements from
group enterprises which are based in a country
with hyperinflation are translated according to
IAS 29.

The following exchange rates were adopted for translating the relevant currencies of the countries

not participating in the European Monetary Union:

Average Balance sheet date

in€ 2000/01 1999/2000 2000/01 1999/2000
1 US Dollar 1.13 1.01 1.18 1.04

1 Canadian Dollar 0.74 0.68 0.77 0.71

1 Australian Dollar 0.60 0.63 0.60 0.63

1 Pound Sterling 1.63 1.60 1.65 1.58

1 Norwegian Kroner 0.12 0.12 0.13 0.12
100 Polish Zloty 26.67 23.98 29.56 23.78
100 Swiss francs 65.40 62.79 65.64 64.17
100 Czech Korunas 2.88 2.77 2.96 2.81
1.000 Turkish Lira 0.001 0.002 0.001 0.002
100 Hungarian Forints 0.38 0.39 041 0.38
100 Japanese Yen 0.98 0.95 0.95 1.00
100 Argentine Pesos 112.77 100.74 117.90 10446
100 Brazilian REAL 56.17 54.81 51.13 57.91
100 Mexican Pesos 11.98 10.61 13.00 10.57

1 Chinese Yuan 0.14 0.12 0.14 0.13

Accounting policies Intangible assets are carried
at cost. The major components are software for
commercial and technical applications which is
amortised over three to five years by the
straight-line method, and concessions and other
licenses whose useful life is generally up to

15 years. Goodwill from the separate financial
statements is capitalised and amortised by the
straight-line method over its expected useful life
as is the goodwill from the capital consolidation.
Any negative difference from capital consoli-
dation is also disclosed on the assets side.



Development costs are recognized as an asset
when a newly developed product or process can
be clearly defined, is technically feasible and is
intended to be used or marketed by the
enterprise itself. Furthermore, the asset recogni-
tion requires that there is sufficient certainty
that the development costs will be covered by
the future inflow of funds. The capitalised devel-
opment costs are amortised on a systematic
basis over the time period over which the
products are expected to be sold. Research costs
are recognised as an expense.

Property, plant and equipment is carried at the
cost of acquisition or construction less any depre-
ciation through use. The costs of construction for
property, plant and equipment comprise the full
costs. The borrowing costs are not capitalised as
part of the acquisition or construction cost.
Exploratory wells are disclosed according to the
successful efforts method, i.e. they are fundamen-
tally capitalised only in the case of profitable suc-
cess. Property, plant and equipment and mining
developments are basically depreciated using the
straight-line method unless another depreciation
method would be better suited for the expected
pattern of use in exceptional cases.

The depreciation for assets that we typically hold is calculated according to the following useful

lives, which apply throughout the group:

Years

Buildings

12-80

Technical plant
Thermal power plants
Electricity networks
Water main networks
Gas and water storage facilities
Refinery and chemical plants
Service stations
Waste management facilities
Mining facilities
Mechanical and electrical plant engineering equipment
Construction and civil engineering machinery

15-20
20-35
20-100
20-100
6-20
3-16
6-15
4-20, 25
4-15
4-8

Mine developments

20-35

Wells in the Petroleum and Chemicals Business Area

Property, plant and equipment held under a
finance lease is capitalised at fair value or, if
lower, at the present value of the lease payments
and is depreciated on a straight-line basis over
the expected useful life or, if applicable, shorter
lease terms.

At the end of each fiscal year, the recoverability
of the carrying amount is regularly assessed for
all intangible assets (including capitalised devel-
opment costs and goodwill) as well as tangible

assets. If the recoverable amount of an asset is
less than its carrying amount, an impairment loss
is recognised. If the reason for an impairment
loss recognised in prior years has ceased to
exist, the impairment loss is reversed.

The investments in unconsolidated subsidiaries,
associates not accounted for under the equity
method and in the group’s other investments
disclosed under financial assets are carried at
cost or, in individual cases, at lower fair values.
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If the reasons for the recognition of impairment
losses in prior years have ceased to exist, these
impairment losses are reversed. The investments
in associates accounted for using the equity
method are disclosed at the pro-rata equity plus
goodwill.

Securities held as fixed assets are valued at the
lower of cost and quoted market price. For tech-
nical reasons, the shares in special funds have
not been consolidated in full until the
application of IAS 39 effective July 1, 2001.

Interest-bearing loans standard for the market
are shown at nominal value in the balance sheet;
interest-free and low-interest loans are discount-
ed to their present value.

Inventories are carried at the cost of acquisition
or construction. Measurement is generally based
on average values; for certain inventories the
LIFO method is used. The overburden of lignite
mining is valued according to the FIFO

method. The costs of manufacture include full
costs; they are determined based on the normal
capacity of the production facilities. In detail,
the costs of manufacture, in addition to the direct-
ly allocatable costs, comprise adequate portions
of the necessary materials and production over-
heads, including production-related depreciation
and retirement benefit expenses. Borrowing
costs are not included as part of the acquisition
or construction costs. Inventory risks resulting
from decreased usability are taken into account
by appropriate value deductions. Lower values at
the reporting date due to reduced net realisable
values are disclosed. If the net realisable value
of inventories written down in earlier periods has
increased, the resulting reversal of the write-
down is recognised as a reduction in the cost of
materials.

Prepayments received from customers are
carried as liabilities.

Nuclear fuel assemblies shown under
inventories are measured at amortised cost.
Amortisation is energy-related according to
consumption and capacity-related according
to the service life of the reactor.

Long-term construction contracts are recog-
nised under the percentage of completion
method; the amount to be included is shown
under accounts receivable and sales revenues.
The stage of completion is determined through
measurements and according to the costs
incurred (cost-to-cost method). Any contract loss-
es to be expected are covered by valuation
allowances or provisions; they are determined
taking the identifiable risks into account. The
revenue from these contracts is stated as
contract revenue.

Accounts receivable and other assets are dis-
closed at cost after deduction of any necessary
valuation allowances, which are oriented towards
the actual non-payment risk. Under accounts
receivable for supplies and services in the Energy
Business Area, prepayments received are netted
against the consumption by our customers which
is yet to be metered and billed.

The securities held as current assets are carried
at the lower of cost and quoted market price.

Discounts and similar money-raising costs are
shown as assets under the heading of prepaid
expenses and are written down in line with the
utilisation of the individual credits.

Provisions for pensions and similar obligations
are calculated according to the projected unit
credit method. This benefit/years of service
method does not only take into account those
retirement benefits and benefit entitlements
known at the balance sheet date, but also
increases in salaries and retirement benefits to
be expected in the future. Actuarial gains and
losses falling outside the limits of a 10 % range
of total benefit obligations are distributed over
the average remaining length of service. The
service cost is disclosed under staff costs; the
proportion of interest in the transfer to
provisions is shown under financial results.

All other provisions take into account all the
obligations identifiable at the balance sheet date
which result from previous business transactions
or previous events and whose amount or due
date is not certain. The provisions are carried at



their settlement values and are not offset
against positive profit contributions. The settle-
ment value with the highest probability of
realisation is taken as a starting point. Provisions
are only created when based on a legal or
constructive obligation to third parties.

All long-term provisions are recognised at their
settlement values discounted to the balance
sheet date. The settlement value also includes
the cost increases to be taken into account at the
balance sheet date. Excluded from this are
pension provisions for which special regulations
in accordance with IAS 19 apply.

Deferred tax from timing differences between
valuations in the commercial and tax balance
sheets of the individual enterprises and from
consolidation procedures are disclosed separately.
The deferred tax assets also include tax
reduction claims resulting from the expected
utilisation of existing loss carry-forwards in
subsequent years and whose realisation is
guaranteed with sufficient certainty. Deferred
taxes is measured at the tax rates that apply or
are expected to apply in the individual countries
at the time of realisation. In Germany, the tax
reduction legislation coming into force in
October 2000 decreased corporation tax for
retained and distributed profits to a uniform rate
of 25 % as from 2001. The taxation rate used for
calculating the German deferred taxes thus falls to
39.0%. Besides the corporation tax rate of 25%,
the solidarity surcharge of 5.5 %, the group’s
average local business tax has been taken into
account. Deferred corporation tax reduction
claims from the tax classification of distributable
equity are carried as deferred tax assets, while
deferred corporation tax obligations are carried
as deferred tax liabilities. Otherwise, the tax reg-
ulations valid or passed at the balance sheet
date apply.

As from the short fiscal year 2001, in accordance
with IAS 12 (revised 2000), deferred corporation
tax reduction claims arising from the tax classifi-
cation of the distributable equity and correspon-
ding corporation tax obligations will not be

taken into account until they actually arise. Claims
and obligations above and beyond these already

existing on July 1, 2001 are written back without
affecting profits.

Liabilities are generally stated at the amounts
repayable. Liabilities from finance lease
agreements are carried on the liabilities side in
the amount of the present value of the lease pay-
ments.

The customers’ contributions to house connec-
tion and construction costs in the Energy
Business Area, which are carried on the liabilities
side as deferred income, are released in install-
ments with an effect on results over a period of
20 years - if necessary, dependent on the con-
tract. Taxable subsidies and non-taxable grants
for fixed assets - usually from the government -
are reported on the balance sheet as deferred
income and are collected as other operating
income in line with the depreciation of the
assets.

Derivative financial instruments are always
used solely for hedging purposes. The under-
lying transactions are measured taking the com-
pleted hedging transactions into account. Only
the underlying hedged transactions are
recognised in the balance sheet. Gains and loss-
es from the development of the market values of
the hedging transactions are, if possible, netted
against the results from the underlying trans-
actions (separate valuation unit). Provisions are
created for losses in excess of this; excess profits
are not disclosed.

Contingent liabilities are possible or present
obligations that arise from past events and for
which an outflow of resources is not probable.
They are not recorded in the balance sheet. The
obligation volumes specified for the contingent
liabilities correspond to the extent of liability
existing at the balance sheet date.

1270



i

Notes to the Income Statement

(1) Net sales Net sales are recorded once the risk has
been transferred to the customer. This does not
apply to contract revenue from the application of
the percentage of completion method for long-
term construction contracts. The mineral oil
tax/natural gas tax/electricity tax paid directly
by the enterprises of the Group is disclosed sepa-
rately.

(2) Mineral oil tax/natural gas tax/electricity tax
The mineral oil tax/natural gas tax/electricity tax
concerns the taxes paid directly by enterprises of

(3) Other operating income This item includes

income from

= the release of provisions of € 1,497 million
(previous year: € 1,338 million),

= the disposal of fixed assets without financial
assets of € 282 million (previous year:
€ 238 million),

=the disposal and write-back of current assets
without securities of € 78 million
(previous year: € 62 million),

= currency gains of € 239 million
(previous year: € 205 million),

= derivatives of € 171 million
(previous year: € 14 million).

Income from the disposal of financial assets is
disclosed under the results of investments if it

(4) Cost of materials

in € million

The segment reporting on pages 151 to 154 con-
tains a breakdown by business areas and geo-
graphical regions. Out of the € 62,878 million
(previous year: € 47,918 million) net sales in the
reporting year, € 11,129 million (previous year:
€ 8,392 million) are attributable to contract
revenue from construction contracts and € 8,032
million to changes in the group of consolidated
companies.

the group. Due to the change in the group of
consolidated companies, tax expenditure
increased by € 445 million.

concerns investments; otherwise it is recorded in
the other financial results as is the income from
the disposal of current asset securities.

The currency and derivative gains are opposed
by currency and derivative losses which are
disclosed under the other operating expenses.
Furthermore, a large part of the currency and
derivative gains not yet realised at the balance
sheet date are offset by negative market values
from matching hedging transactions.

Changes in the group of consolidated companies

caused other operating income to rise by € 220
million.

2000/01 1999/2000

Cost of raw materials and consumables used and of

purchased merchandise 26,057 18,316
Cost of purchased services 12,440 8,950
38,497 27,266




The increase in the cost of materials is predomi-
nantly based on the higher cost prices for crude
oil and petroleum products, higher purchase
prices for gas, and the trading business. The cost
of raw materials and consumables used also con-
tains the transfers to the provisions for the man-
agement of spent nuclear fuel assemblies as well
as amounts written off for nuclear fuel assemblies
of € 102 million (previous year: € 148 million) and
€ 121 million (previous year: € 113 million) in
taxes for foreign production companies in the

(5) Staff costs

in € million

petroleum sector. Due to changes in the group
of consolidated companies, the cost of materials
has increased by € 4,069 million.

In the year under review, the cost of materials
fell by € 2 million (previous year: € 20 million)
due to reversals of write-downs of inventories.
The reversals of write-downs affect the
Petroleum and Chemicals Business Area; they are
due to increased market prices for crude oil and
petroleum products.

Wages and salaries
Cost of social security, retirement
and other benefits

The cost of retirement benefits is € 435 million
(previous year: € 479 million); it mainly consists
of the benefits earned in the fiscal year of € 246

Average number of employees for the year

Number

2000/01 1999/2000
7,189 6,241
1,579 1,699
8,768 7,940

million (previous year: € 249 million) as well as
adjustments for past service cost to the tune of

Wage earners
Salary earners

of whom part-time and fixed-term employees
Trainees

Due to changes in the group of consolidated
companies, the payroll rose by 24,259.
13,908 of this number were contributed by the

€ 93 million.

2000/01 1999/2000
75,272 78,705
83,188 71,677

158,460 150,382
(11,595) (11,199)

5,260 5,315

163,720 155,697

merger with VEW. Consolidation effects caused
staff costs to rise by € 1,112 million.
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(6) Depreciation and amortisation Property,
plant and equipment have been depreciated by
€ 2,907 million (previous year: € 2,107 million)
and intangible assets by € 505 million (previous
year: € 312 million); € 374 million (previous year:
€ 207 million) of this related to goodwill from
capital consolidation.

(7) Other operating expenses This item includes

expenses for:

= concessions and other contractual obligations
of € 479 million (previous year: € 375 million),

= disposals of fixed assets of € 69 million
(previous year: € 64 million),

= research and development of € 47 million
(previous year: € 53 million),

= transfers to restructuring provisions: € 186 mil-
lion (previous year: € 1,954 million),

= transfers to provisions for nuclear waste
management as well as for mining damage and
reclamation of € 93 million (previous year:
€ 114 million), unless they concern the interest
shares of the provision transfers disclosed
under the financial results,

= disposals of current assets and impairments
except for inventories and securities of € 224
million (previous year: € 189 million), including
general and itemised allowances for
receivables,

=maintenance including renewal obligations of
€490 million (previous year: € 587 million),

=insurance, commissions, freight and similar

(8) Results of investments The results of invest-

ments contain the profit contributions from
investments due to operating reasons. These
represent almost all the interests held in the

unconsolidated enterprises including associates.

The business activities of these investments are

Changes in the group of consolidated companies
account for € 1,077 million. Impairment losses
amount to € 81 million (previous year: € 138 mil-
lion). They primarily concern plants and systems
in the Environmental Services and Energy
Business Areas.

sales costs of € 568 million
(previous year: € 554 million),
=lease payments for plants and grids as well as
rents of € 257 million
(previous year: € 293 million)
= advertising of € 271 million
(previous year: € 192 million),
= currency losses of € 264 million
(previous year: € 222 million),
= derivatives of € 199 million
(previous year: € 51 million)
= other taxes of € 185 million (previous year:
€ 145 million), primarily for property taxes.

Other operating expenses also essentially
include administrative outlay and other general
expenditure on contributions, travel and
information processing.

Changes in the group of consolidated companies
account for € 892 million.

closely linked to the performance of the fully
consolidated enterprises. The results of invest-
ments include all income and expenses which
have arisen in connection with these
investments.



in € million

2000/01 1999/2000

Income from profit transfer agreements
= from unconsolidated subsidiaries
= from associates accounted for using the
equity method
= from other enterprises

Expenses from loss transfers
= from unconsolidated subsidiaries
= from associates accounted for using the
equity-method
= from other enterprises

Income from investments
= from unconsolidated subsidiaries
= from associates accounted for using the
equity-method
= from other enterprises

of which corporation tax imputation

Income from the disposal of investments
Expenses from the disposal of investments
Depreciation/amortisation on investments
of which goodwill amortisation at equity enterprises
of which unconsolidated subsidiaries
Income from loans to investments
of which unconsolidated subsidiaries
Expenses from loans to investments
of which unconsolidated subsidiaries
Others

Results of investments

5 2

13 11
2 11
20 24

- 15 = 9
- = 1
-1 - n
- 16 - 21
19 18
627 69
3 25
649 112
(92) (73)
67 2,894

- 1n = 13
- 82 - 126
- 73) - 96)
- 9 (- 20
16 40
(1) (1)

- 6 = 4
(- 2) (- 2)
1 6
638 2,912

From the enterprises accounted for using the
equity method, results of € 567 million (previous
year: € - 17 million) were received in line with
the respective percentage of shares held.

The write-downs of financial assets contained in
the results of investments amount to € 15 million

(previous year: € 30 million); € 6 million thereof
are accounted for by loans to investments (previ-
ous year: € 3 million).

Changes in the group of consolidated companies

caused the results of investments to rise by € 74
million.
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(9) Financial results The profit contributions in the
financial results are not of an operational nature.
The financial results are composed of the three

"o

components “net interest”, “interest shares in
transfers to provisions” and “other financial
results”.

in € million 2000/01 1999/2000
Interest and similar income 763 617

of which from unconsolidated subsidiaries (4) (4)
Interest and similar expenses - 1,240 - 268

of which for unconsolidated subsidiaries (- 13) (- 9)
Net interest - 477 349
in € million 2000/01 1999/2000
Interest share in transfers to provisions for

pensions and similar obligations - 707 - 639
Interest share in transfers to provisions for nuclear

waste management as well as mining provisions - 639 - 698
Interest share in transfers to other provisions - 228 - 148
Interest shares in transfers to provisions - 1,574 - 1485

The interest shares in transfers to provisions con-

tain the annual accumulation amounts in connec-

tion with the present value restatement of the
long-term provisions.

in € million 2000/01 1999/2000
Other financial income 907 678
Other financial expenses - 417 - 432
Other financial results 490 246
Financial results - 1,561 - 890

The other financial results contain all other finan-
cial income and financial expenses which cannot
be allocated to the net interest or to the interest
shares in transfers to provisions. These include
income and expenses in connection with
securities (e.g. current income from fixed asset
securities of € 580 million (previous year:

€ 458 million)). The other financial expenses
include write-downs of loans and securities in
the amount of € 143 million (previous year:

€ 233 million) - essentially due to changes in
market value. Changes in the group of consoli-
dated companies reduced the financial results by
€ 447 million.



(10) Taxes on income

in € million

Current taxes on income
Deferred taxes

The current taxes on income contain tax refunds
of € 207 million (previous year: € 80 million)
relating to prior periods.

Under tax downsizing legislation, the
corporation tax rate on retained and paid-out
profits was reduced to 25 % for the group’s Ger-
man companies, and new regulations were
established for utilisation of usable equity capi-
tal. With the reduction of the tax rate, the rate
used for calculating German deferred taxes was
decreased to 39.0 %. The effects on deferred
taxes of this alteration in tax rate and the tax
downsizing legislation have been included in
income to a total amount of € 194 million.

in € million

2000/01 1999/2000
889 1,391

- 411 - 796
478 595

Due to previously unrecognised tax loss carry-for-
wards of prior years, the current taxes on income
are reduced by € 64 million (previous year: € 37
million). The deferred tax expenses decrease by
€ 12 million (previous year: € 1 million) due to
previously unrecognised tax loss carryforwards to
be reassessed.

The income tax expense develops from the theo-
retical tax expense. A tax rate of 39.0 %
(previous year: 52.1 %) which results from the
domestic corporation tax profit retention rate,
the solidarity surcharge and the trade tax, is
applied to the profit before tax:

Profit before tax

Theoretical tax expense 39.0 % (previous year: 52.1 %)

Differences from foreign tax rates
Tax effects on
= tax-free foreign income
= other tax-free income
= expenses not deductible for tax purposes
= amortisation of goodwill from consolidation
= Accounting for associates under the equity method
(including amortisation of associates’ goodwill)
= Effects of the sale of the chemical activities
(previous year: sale of the telecommunications
activities)
= Effects of tax downsizing legislation on
deferred tax
= Other

Effective tax expense

Effective tax rate in %

2000/01  1999/2000
2,238 2,151
873 1,121
- 43 - 100
- 51 - 19
- 4 - 43
60 50
146 108
- 81 162
- 196 - 732
- 194 =
- 32 48
478 595
21.4 277
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(11) Minority interest The minority interest of € 496
million (previous year: € 344 million) comprises
shares of € 531 million (previous year: € 371 mil-

Notes to the Balance Sheet

(12) Fixed assets The fixed asset items summarised
in the balance sheet are analysed with a descrip-
tion of their movements in the reporting year on
Pages 118 and 119.

In the year under review, a total of € 540 million
(previous year: € 505 million) was spent on
research and development. € 31 million
(previous year: € 57 million) fulfilled the asset
recognition criteria.

Items of the tangible assets are subject to
restraints on disposal in the amount of € 298 mil-
lion (previous year: € 264 million) in the form of
land charges and chattel mortgages. Of the carry-
ing amount of property, plant and equipment,

€ 424 million (previous year: € 47 million) are
attributable to assets leased under finance leases.
The disposals of tangible assets resulted from the
sale, dismantling and decommissioning of plants.

(13) Inventories

lion) in profits and € 35 million (previous year:
€ 27 million) in losses.

The additions to financial assets, excluding secu-
rities, other loans and the equity value
adjustment, totalling € 9,890 million (previous
year: € 2,096 million) reflect the acquisitions
made in the reporting year of € 8,727 million
(previous year: € 1,317 million), as well as capital
contributions and loans to subsidiaries and
investees. The fixed asset securities are predomi-
nantly special funds, long-term fixed-interest
securities and publicly quoted shares. They are
not subject to any restraints on disposal.

The quoted and market prices of the negotiable
financial assets exceed the carrying amounts
stated in the balance sheet by € 758 million (pre-
vious year: € 1,659 million).

in € million 06/30/2001 06/30/2000
Nuclear fuel assemblies 173 147
Preliminary overburden of lignite mining 9 58
Raw materials and consumables used 1,143 1,137
Unfinished goods 594 469
Work in progress 230 257
Finished goods and merchandise 981 1,117
Land and buildings earmarked for sale 19 -
Prepayments 56 97

3,205 3,282

Due to changes in the group of consolidated
companies, the inventories increased by € 59
million. Out of the total amount of the
inventories recognised at June 30, 2001, € 368
million (previous year: € 678 million) are carried
at their net realisable value. The market values of
the stocks valued using the LIFO method are

€ 209 million (previous year: € 128 million)
above the carrying amounts reported in the
balance sheet.

The inventories are not subject to any restraints
on disposal (previous year: € 2 million); there are
no other burdens.



(14) Accounts receivable and other assets

06/30/2001 Thereof 06/30/2000 Thereof
in € million RT"” > 1 year RT”> 1 year
Accounts receivable for supplies and services

= from Percentage of Completion (PoC) 882 382
= others 8,515 21 6,056 239
9,397 21 6,438 239
Accounts receivable from subsidiaries 174 6 191 34
Accounts receivable from investees 1,078 3 760 9
Other assets 4,077 1,334 2,570 948
14,726 1,364 9,959 1,230

*) RT = remaining term

Due to changes in the group of consolidated
companies, the accounts receivable and other
assets increased by € 2,488 million. € 64 million
(previous year: € 114 million) of the accounts
receivable from subsidiaries and € 587 million
(previous year: € 524 million) of the accounts
receivable from investees were attributable to
supplies and services.

Expenses totalling € 2,506 million (previous year:
€ 2,863 million) are capitalised for construction
contracts, including profit contributions. In

the fiscal year, prepayments in the amount of

€ 1,624 million (previous year: € 2,481 million)
were collected for construction contracts. A
profit of € 3 million (previous year: € 115 million)
was earned on construction contracts.

The other assets include

=loans in the amount of € 315 million (previous
year: € 73 million),

= tax refund claims of € 659 million (previous
year: € 440 million),

= accrued interest of € 226 million (previous year:
€ 168 million),

= receivables from sales finance provided to the
Heidelberg Group of € 770 million (previous
year: € 805 million),

= assets of foreign pension funds of € 378
million,

= prepayments made for purposes other than
inventories of € 241 million (previous year:
€ 118 million) and

= receivables from investment grants and
subsidies of € 74 million (previous year:
€ 77 million).

The other assets contain lease payments receiv-

able from finance lease agreements of enterpris-
es of the Heidelberg Group. Printing presses and
systems are the object of long-term lease agree-
ments.
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Lease agreements are based on the following parameters:

in € million 06/30/2001 06/30/2000
Total of lease payments 96 27
Lease payments already received 19 5
Interest share of lease payments outstanding 13 3
Present value of lease payments outstanding

(carrying amount) 64 19

The present value of the lease payments outstanding can be broken down as follows:

in € million 06/30/2001 06/30/2000
Due within 1 year 10 3
Due within 1-5 years 25 12
Due after 5 years 29 4

64 19

(15) Securities The securities held as current assets
amount to € 3,237 million (previous year:
€ 7,339 million) and primarily include fixed-inter-
est securities with a term of more than three

months. The quoted or market prices of the secu-
rities held as current assets are € 83 million (pre-
vious year: € 66 million) above the carrying
amounts reported on the balance sheet.



(16) Cash and cash equivalents Cash and cash
equivalents exist as cash on hand, balances with

banks as well as fixed-interest securities which

can be sold at short notice, having a term of up
to three months. The cash and cash equivalents
are also disclosed in the cash flow statement.

The cash and cash equivalents are composed as follows:

in € million

Cash on hand and balances with banks
Securities (term under three months)

Cash and cash equivalents

06/30/2001  06/30/2000
2,853 2,757

199 55

3,052 2,812

(17) Deferred tax The deferred tax assets totalling
€ 8,056 million (previous year: € 6,881 million)
include the following capitalised tax reduction

in € million

claims which result from the expected utilisation
of previously unused tax loss carryforwards in
subsequent years:

Corporation tax (or comparable foreign
income tax)
Trade tax

The realisation of these loss carry-forwards is
guaranteed with sufficient certainty. The
amounts of the corporation and trade tax loss
carry-forwards for which no deferred tax assets
have been recognised total € 2,361 million and
€ 1,742 million respectively (previous year:

€ 1,267 million and € 581 million respectively).

(18) Prepaid expenses The accrued discount amounts
to € 21 million (previous year: € 10 million).

06/30/2001  06/30/2000
228 239
322 159
550 398

The increase in deferred tax liabilities to

€ 5,129 million (previous year € 2,958 million) is
essentially attributable to the first-time consoli-
dation of Thames Water and VEW.

In the year under review, € 45 million (previous
year € 59 million) deferred taxes arising from the
translation of the financial statements of foreign
entities have been offset against equity.
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(19) Equity/minority interest Entry in the
Commercial Register on October 5, 2000 put into
effect the capital increases from company funds
amounting to € 248 million approved at RWE AG
(new) in the universal general meeting held on
September 22, 2000.

With entry of the merger on November 24, 2000
in the Commercial Register at Essen District
Court, RWE AG (old) and VEW AG ceased to exist.
Their shareholders have become shareholders in
RWE AG (new) with an entitlement to exchange
their shares. No capital increase was required for
purposes of implementing the merger.

Under the provisions of the merger agreement
the shareholders of the former RWE AG (old)
qualifying for an exchange received the
following in the defined exchange ratio:
= for each no-par-value bearer common share in
RWE AG (old)
- SIN 703 700 -,
= one no-par-value bearer common share (Type A)
in RWE AG (new)
-SIN 703 712 -
and
= for each no-par-value non-voting bearer prefer-
ence share in RWE AG (old)
-SIN 703 703 -,
= one no-par-value non-voting bearer preference
share in RWE AG (new)
-SIN 703 714 -.

The shareholders of the former VEW AG qualify-
ing for an exchange received the following in the
defined exchange ratio:
= for each registered share in VEW AG at a par
value of DM 50.—
- SIN 761 220 -
= five no-par-value common bearer shares
(Type A) in RWE AG (new)
-SIN 703712 -
and
= for each bearer share in VEW AG at a par value
of DM 50.—
- SIN 761 221 -
= five no-par-value common bearer shares
(Type A) in RWE AG (new)
-SIN 703 712 -
and
= for each bearer share in VEW AG at a par value
of DM 100.—
-SIN 761 221 -
= ten no-par-value common bearer shares (Type A)
in RWE AG (new)
-SIN 703 712 -
and
= for each bearer share in VEW AG at a par value
of DM 1000.—
- SIN 761 221 -
=100 no-par-value common bearer shares
(Type A) in RWE AG (new)
-SIN 703 712 -
and
= for each registered share in VEW AG at a par
value of DM 50.- with entitlement to profits as
from October 1, 1999
- SIN 761 222 -
= five no-par-value common bearer shares with
additional dividend rights (Type B) in RWE AG
(new)
-SIN 703 713 -.
Following payout of a total dividend amounting
to € 1.38 per Type B common share, these have
been converted into Type A common shares.



The structure of the subscribed capital has thus altered as follows:

06/30/2001 06/30/2000 06/30/2001 06/30/2000
Number of shares Number of shares € million € million

RWE (new) % RWE (old) %
Common shares 531,000,000 93.2 473,012,047 904 1,359 1,210
Preference shares 39,000,000 6.8 50,290,353 9.6 100 130
570,000,000 100 523,302,400 100 1,459 1,340

The subscribed capital and the capital reserve
relate to RWE AG. Under a resolution of the AGM
held on June 7, 2001, the Executive Board was
authorised to purchase up to 57,000,000 shares
by May 23, 2002, irrespective of their categories.

As of June 30, 2001, 7,595,000 of our own
shares held by RWE Power AG have been offset
against the group’s equity capital to the amount
of their book value of € 62 million.

Under a resolution of the universal general meet-
ing of RWE AG (new) held on September 22,
2000, a contingent capital amounting to
€51,200,000 was created for servicing options
for common bearer shares vested in members of

The following options have been issued so far:

the Executive Board and other senior executives
of RWE AG and subordinate affiliated companies;
this corresponds to the contingent capital of
RWE AG (old).

The executive boards of RWE AG (old) and RWE
AG (new) were authorised by a resolution of the
AGM held on November 18, 1999 and the univer-
sal general meeting held on September 22,
2000, to issue non-transferable stock options for
up to 20,000,000 common shares to the persons
mentioned above up until March 8, 2004. There
is a three-year waiting period for the stock
options which will have a term of five years after
their respective issue.

Originally Balance at Expired in Balance at

issued 06/30/2000 2000/01 06/30/2001

Tranche 1999 1,935,800 1,744,000 - 286,400 1,457,600
Tranche 2000 4,336,500 4,192,500 - 630,100 3,562,400
Tranche 2001 5,222,300 - - 158,100 5,064,200
11,494,600 5,936,500 - 1,074,600 10,084,200

The stock options can only be exercised if the
quoted market price of the common share -
calculated on the basis of the total return
approach - has increased by at least 6 % annually
on average (absolute performance) until
exercised and in the same period has not lagged
more than 10 percentage points behind the Dow
Jones STOXX share index (relative performance).
The four-week exercise periods start with the

21 trading day after the publication of the provi-
sional sales and earnings figures of the complet-
ed fiscal year and after publication of the half-
yearly results.

The stock options can only be exercised against
payment of the exercise price. The exercise price
corresponds to the quoted market price of the
common share on the first trading day after
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expiry of the relevant exercise period, minus a
markdown, which is composed of the absolute
and relative performance components. The mark-
down is limited to 40 percentage points.

The exercise conditions stipulate that the stock
options can be used for already existing common
shares instead of new shares from the
contingent capital or, in the place of common
shares, the markdown is paid in cash. If the per-
sons holding stock options are not employed by

RWE AG, the expenses connected with the exer-
cise are borne by the respective group.

Under the employee stock option scheme, eligi-
ble staff were granted up to three non-
transferable stock options to each single
common share of RWE AG for each employee
share purchased.

The following stock options with a term of
3 years have been issued so far:

The stock options can be exercised if the quoted
market price of the common share has risen to
at least 110 % of the initial price set. The
employees can then either purchase existing
common shares at a reduced price or be paid out
the difference. The advantage in assets is limited
to 20 % of the initial price.

RWE AG has inserted a short fiscal year between
July 1, 2000 and December 31, 2000. The AGM
held on June 7, 2001 decided to appropriate the
distributable profit of RWE AG's short fiscal year
from July 1, 2000, to December 31, 2000 as fol-
lows: paying a dividend of € 1.0 per share (previ-
ous year RWE (old): € 1.0 per share) for each
Type A and B common share, and in addition for
each preference share an extra dividend of

Originally Balance at Expired in Balance at

issued  06/30/2000 2000/01 06/30/2001

Tranche 1999 1,445,040 1,389,801 - 212,639 1,177,162
Tranche 2000 1,476,366 1,465,836 - 204423 1,261,413
Tranche 2001 735,274 - - 18,754 716,520
3,656,680 2,855,637 - 435,816 3,155,095

€ 0.38 for each Type B common share, totalling
€ 563,295,516.70 (previous year RWE (old):
€523,302,400.00) and to bring forward the
remaining amount of € 308,005.79 (previous
year RWE (old): € 171,48745) to new account.
The tax credit for eligible shareholders is € 0.43
per Type A common share and preference share
(previous year RWE (old): € 0.43 per share) and
€ 0.59 per Type B common share.

Minority interest shows the share ownership of
third parties in the Group enterprises. There are
high proportions of shares held by third parties
in particular in RWE Gas, Harpen, and the energy
utilities in Hungary as well as in Heidelberg,
CONSOL and in HOCHTIEF.



(20) Provisions

in € million

06/30/2001

Provisions for pension and
similar obligations
Tax provisions
Provisions for nuclear waste management
less prepayments

Provisions for mining damage including
reclamation
Other provisions

06/30/2000

13,646 11,536
2,347 2,063
11,389 9,698
879 - 848
10,510 8,850
2,209 2,958
11,350 9,675
40,062 35,082

Provisions for pensions and similar obligations
Provisions are made to cover obligations to pay
post-employment benefits and short-term
employee benefits to entitled current and former
employees and their surviving dependants. In
particular the obligations refer to retirement pen-
sions in the form of both basic and
supplementary benefits. The individual commit-
ments are based on the differing industry and
country-specific benefit arrangements. They are
generally calculated according to the employees’
length of service and salary. In view of their ben-
efit status, the insignificant obligations of the US
group enterprises in respect of the medical
expenses of their employees after retiring are
also disclosed under the pension provisions.

The company pension scheme consists of
defined contribution plans and defined benefit
plans. In the case of defined contribution plans,
the enterprise’s obligation is limited to the
amount it contributes to the funds. The expenses
are disclosed under staff costs. In the reporting

year contributions were € 95 million (previous
year: € 64 million). In the case of defined benefit
plans, the enterprise’s obligation is to provide
the agreed benefits to the current and former
employees. The provisions for defined benefit
plans are valued according to the projected unit
credit method. The provision also covers the obli-
gations of the funds and is reduced by the
amount of the funds’ assets. The service cost is
disclosed under staff costs, the interest cost
under the financial results.

The amount of the provision was calculated
according to actuarial methods. A discount rate
of 6.0 % (previous year: 6.0 %) was used as a
basis. Salaries were assumed to increase annual-
ly by 3.0 % (previous year: 3.0 %) and pensions
by 2.0 % (previous year: 2.0 %). These
assumptions refer to employees in Germany for
whom the greater part of the pension obligation
exists. For the employees abroad, different
country-specific assumptions are applied.
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The pension provision is derived as follows:

in € million 06/30/2001 06/30/2000
Present value of funded benefit obligations 4,069 1,806
less: fair value of fund assets 2,629 616
less: assets of foreign pensions funds capitalised 378 -
Fair value of fund assets 2,251 616
Deficit by the funds 1,818 1,190
Present value of unfunded benefit obligations 10,757 8,822
Present value of benefit obligations 12,575 10,012

Adjustment due to (unrecognised)
actuarial gains 1,071 1,524
13,646 11,536

The adjustment amount of € 1,071 million (previ-
ous year: € 1,524 million) not yet netted primari-
ly results from so-called gains in connection with
changes in inventory and differences to the actu-
al income trends compared with the actuarial

The assets allocated to funds developed as follows:

assumptions and to the interest adjustments
made. This amount is recognised as income if it
exceeds 10 % of the pension scope over the aver-
age remaining working lives of the employees.

in € million 06/30/2001 06/30/2000
Fair value of fund assets at start of

fiscal year 616 462
Expected return on fund assets 47 13
Contributions paid to funds 5 1
Benefits paid by funds - 32 -
Actuarial gains/losses

(related to the assets allocated to funds) - -
Other changes (mainly changes in the

consolidated group and transfers) 1,615 149
Fair value of fund assets at end of fiscal year 2,251 616

The actual return on fund assets is € - 56 million
(previous year: € 46 million).



The expenses are broken down as follows:

in € million 2000/01 1999/2000
Cost of the benefit obligations accrued
in the reporting year 246 249
Interest cost of the benefit obligations
already accrued 754 652
Expected return on fund assets - 47 - 13
Adjustment due to recognised
past service cost 93 163
Adjustment due to recognised
actuarial gains/losses - 81 3
965 1,054

The pension obligations of CONSOL also contain

ed as a defined benefit plan on the balance

a multi-employer plan. This obligation is report- sheet.
Movements in provisions
Balance at Addition Unused Interest Changesin Amounts Balance
beginning amounts sharesin  consolida- used at end
of year reversed transfers/  ted group, of year
under interest currency ad- under
review rate  justments, review
changes reclassi-
in € million fications
Tax provisions 2,063 1,063 313 - 316 782 2,347
Provisions for nuclear waste
management less
prepayments 8,850 226 416 530 1439 119 10,510
Provisions for mining damage
including reclamation 2,958 96 33 109 - 802 119 2,209
Other provisions 9,675 3,892 1,048 228 1,315 2,712 11,350
23,546 5,277 1,810 867 2,268 3,732 26,416
Of which with a term of
up to one year (5,711) (7.420)
Of which changes to the
consolidated group (2,406)

The provisions with a term of up to one year
relate to tax provisions and to the other

provisions amounting to € 5,073 million

(previous year: € 3,648 million).
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Provisions for nuclear waste management

The waste management provisions in the nuclear
energy sector are based on obligations under
public law and the operating licenses.

The provisions for the disposal of spent nuclear
fuel assemblies accrue over 19 years according
to consumption (energy component) and service
life (capacity component). They cover the costs
to be expected, especially the costs of repro-
cessing on the basis of contractual agreements
and of direct final storage. The associated cost
of transporting, treating and taking back waste,
including the cost of final storage and the
associated pre-financing costs calculated on the
basis of data from the Federal Office for
Radiation Protection are included accordingly.
The value of the uranium recovered during
reprocessing has a reducing effect on the costs.

The provisions for the decommissioning of
nuclear power station facilities accrue by equal

Provisions for mining damage including recla-
mation

These provisions are formed for the risks and
obligations to redress, including those arising
from mining damage that has already occurred
or been caused. Such risks and obligations are
those that exist at the balance sheet date and
those that are identifiable at the time of prepar-
ing the balance sheet. They have to be created
because of obligations under public law that are
based largely on the Federal Mining Act and for-
mulated, above all, in operation schedules and
water law permits. They are measured at the full
costs to be expected or according to estimated
compensation payments. In so far as the obliga-
tion is caused by coal extraction, the settlement
value is accrued on a pro-rata basis.

installments over 19 years. The cost calculations
are based on outside expert opinions and
assume that the facilities concerned are eliminat-
ed completely. The costs incurred during the
interim period preceding decommissioning oper-
ations are also included. Furthermore, provisions
were made for other waste management
measures (management of radioactive
operational waste).

The waste management provisions in the nuclear
energy sector are stated as long-term provisions
with their settlement value discounted to the
balance sheet date. An interest rate of 6.0 %
(previous year: 6.0 %) was taken as the discount
factor. Increases to the provisions are carried at
their net present value. In the reporting year
these were € 226 million (previous year: € 181
million). The allocations to the provisions for
nuclear waste management consist of an interest
share of € 530 million (previous year: € 539 mil-
lion).

In the petroleum sector, provisions are made
owing to obligations under public law to fill wells
and to eliminate other damage caused by drilling
and production work. Their amount is based on
cost estimates derived from empirical values and
comparative rates determined by the Association
of the Oil and Natural Gas Production Industry.

Provisions for mining damage including the cor-
responding provisions in the petroleum sector
are long-term provisions which are recognised at
their settlement value discounted to the balance
sheet date. An interest rate of 6.0 % (previous
year: 6.0 %) was taken as the discount factor.

In the reporting year, the allocations to the pro-
visions for mining damage were € 96 million
(previous year: € 144 million). The interest share
of the allocations to the provisions for mining
damage is € 109 million (previous year: € 159
million).



Other provisions

The other provisions mainly include obligations
arising from the personnel sector in the amount
of € 3,039 million (previous year: € 2,832
million), commitments from restructuring of

€ 2,777 million (previous year: € 2,428 million),
purchase and sale obligations of € 2,354 million
(previous year: € 1,676 million) as well as contin-
gent liabilities from the Energy Business Area of
€ 685 million (previous year: € 688 million) and
from the Petroleum and Chemicals Business Area
of € 88 million (previous year: € 82 million).

The provisions for restructuring mainly comprise
socially acceptable personnel measures for
further payroll downsizing. In the fiscal year,

€ 186 million were transferred to restructuring
provisions. These involve primarily the manage-
ment companies in the Energy Business Area,
and relate to obligations arising from the human
resources initiatives decided upon (including the
scheme for early retirement at 51). The agree-

(21) Liabilities

ment will run until June 30, 2004. Including the
former VEW employees, it now covers a total of
10,478 staff.

The provision also covers the further measures
required for short-term implementation of the
requisite payroll downsizing (including redun-
dancy payments) as well as projected decommis-
sioning measures, the pooling of resources, site
consolidation and other costs arising in the wake
of the merger.

The book values of provisions for nuclear waste
management and mining damage exceed the
present value determined after changes in the
estimates by € 1,531 million (previous year:

€ 1,016 million). The difference results from the
previous year's increase in interest rates and this
year's partially altered compliance periods for
the provisions for nuclear waste management.
This difference in present-value will be dis-
tributed as income over the compliance period.

06/30/2001 Thereof previous Thereof

in € million RT" <1year | RT?>5years year RT’<1lyear RT”>5years
Loans 3,579 40 3,116 11 - 7
Loans against borrowers’ notes 3,451 1,689 1,209 322 8 174
Accounts payable to banks 6,962 3,266 2,164 1465 457 564
Accounts payable for supplies and

services 5,850 5,372 - 5,026 4,973 -
Prepayments received 406 361 - 291 259 -
Accounts payable for bills

accepted and drawn 15 15 - 14 12 -
Accounts payable to subsidiaries 347 331 1 307 205 71
Accounts payable to investees 1,569 1,566 - 4,867 4,864 -
Other liabilities 5,632 4,357 293 3,176 2,783 143

of which tax (1,331) (1,331) (=) (1,027) (1,027) (-)

of which under social security (666) (330) (114) (276) (199) (-)

27,811 16,997 6,783 15,479 13,561 959

*) RT = remaining term

145 W



M 146

€ 9,114 million (previous year: € 934 million) of
the long-term liabilities were interest-bearing.
The average interest burden of the accounts
payable to banks in the reporting year was 6.4 %
(previous year: 6.4 %).

In the year under review, we placed a multi-
currency bond issue totalling € 3.5 billion. The
bonds were issued by the Dutch firm RWE
Finance B.V. They have a term of between 5 and
20 years, and yield interest of between 5.375 %
and 6.5 %.

Due to changes in the group of consolidated
companies, the total liabilities rose by

€ 8,990 million. € 79 million (previous year:

€ 124 million) of the accounts payable to
subsidiaries and € 311 million (previous year:
€ 248 million) of the accounts payable to
investees refer to supplies and services. In the

case of individual construction contracts, there is
a balance on the liabilities side of € 177 million
(previous year: 272 € million). The liabilities
arising from finance lease agreements amount to
€ 424 million.

The other liabilities from taxes also contain taxes
that group companies have to pay for the account
of third parties. The principal component of the
other liabilities under social security is the out-
standing amounts payable to the social security
institutions. The accounts payable to members of
the executive bodies are less than € 1 million, as
in the previous year.

€ 319 million (previous year: € 229 million) of
the liabilities are secured by mortgages, and
€ 191 million (previous year: € 144 million) by
similar rights.

(22) Deferred income

in € million 06/30/2001 06/30/2000
Investment grants to fixed assets
= Taxable subsidies 34 33
= Non-taxable allowances 15 30
Customers’ contributions to house connection
and construction costs 2,317 1,723
Others 1,215 127
3,581 1,913

Of the total amount of deferred income, € 1,808
million (previous year: € 1,317 million) are not
recognised as income within one year.




(23) Earnings per share The basic earnings per
share are calculated by dividing the net profit
attributable to the shares by the average number
of shares. This figure may become diluted by so-
called potential shares (above all share options
and convertible bonds). The options under the
share option scheme of RWE do not have a dilu-
tive effect on profit. Thus, the diluted and the

basic earnings per share are equivalent. The
same earnings per share result for common and
preference shares.

For improved assessment of the earnings
situation, an earnings per share figure adjusted
for goodwill amortisation is additionally given
for the first time

2000/01 1999/2000

Net profit € million 1,264 1,212
Number of shares outstanding

(weighted average) (in thousands) 564,572 541,545
Earnings per share € 2.24 2.24
Earnings per share adjusted for

goodwill amortisation € 2.90 2.62
Dividend per share for the 98/99 FY € 1.00
Dividend per share for the 1999/2000 FY € 1.00
Dividend per share for RWE AG's

short fiscal year in 2000 € 1.00

For RWE AG's short fiscal year in 2000, the
dividend for Type B common shares was € 1.38

(24) Contingent liabilities and financial obligations

in € million

06/30/2001

(see Note 19 “Equity/minority interests”).

Contingent liabilities resulting from the
issue and endorsement of bills
Contingent liabilities resulting from bill,
cheque and other guarantees
Contingent liabilities resulting from
warranty agreements
Contingent liabilities resulting from the granting of
collateral for liabilities of third parties

06/30/2000

2 11
829 1,224
155 192
129 34
1,115 1461

The investment contracts placed have led to
ordering commitments in the group of € 576 mil-
lion (previous year: € 1,066 million), none of
which were made to subsidiaries, as in the

previous year. Moreover, assurances as regards
acquisitions of investments existed in the amount
of € 527 million (previous year: € 31 million) at
June 30, 2001.
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The obligations arising from lease and rent agreements fall due as follows:

Finance lease Operating lease

They largely refer to long-term rent agreements
for power generation and supply plants as well
as rent and lease obligations for storage and
administration buildings.

Payment obligations for financial assets amount-
ed to € 58 million (previous year: € 51 million).
Co-liability for payment obligations of third
parties under Section 24 of the German Limited
Liability Companies Act totalled € 15 million
(previous year: € 11 million).

Long-term purchase and service agreements for
uranium, conversion, enrichment, production
and waste management exist in the Energy
Business Area. In the Petroleum and Chemicals
Business Area, long-term commitments exist
from contract processing agreements. We bear
the customary commercial liability for long-term
contracts in the plant construction business.

In the context of the debate about the tax
recognition of certain elements of the nuclear
waste management obligations under public law,
the tax authorities of North Rhine-Westphalia
have disputed some partial amounts with the
operating and financing costs of final reposi-
tories. Until the fiscal courts reach a decision in
the representative proceedings which are either
pending or have been agreed throughout the
industry, the relevant taxes are not being levied.

Minimum lease payments in € million | Nominal value | Present value Nominal value
Due within 1 year 15 12 205
Due within 1 -5 years 69 51 624
Due after 5 years 360 179 526

444 242 1,355

We shoulder the legal and contractual liability
from our membership in various joint ownerships
which exist in connection with power plant pro-
jects, profit and loss transfer agreements and for
the provision of liability cover for nuclear risks,
among others.

Enterprises of the RWE Group are involved in
court cases connected with their operations.
However, RWE is not expecting any major nega-
tive repercussions from these court cases on the
economic and financial position of the RWE
Group. Additionally, enterprises of the RWE
Group are directly involved in various adminis-
trative and regulatory procedures (including
authorisation procedures) or are directly affected
by the results of the above in the Energy
Business Area.

Under implementation of the nuclear energy
agreement reached in June 2001, RWE will
refrain from continuing the civil-law suit for
damages against the state government of
Rhineland-Palatinate in connection with the
Milheim-Karlich nuclear power plant. The
remaining quantity of electricity relating to the
Milheim-Karlich nuclear power plant can be
transferred to other facilities, and thus utilised.



(25) Reporting on financial instruments
Financial instruments include financial assets
and liabilities as well as contractual rights and
obligations regarding the exchange or transfer of
financial assets. A distinction is made between
primary and derivative financial instruments.

The primary financial instruments essentially
include, on the assets side, cash and cash equiv-
alents, receivables and securities. On the liabili-
ties side, they predominantly refer to payables.
The balance of primary financial instruments is
disclosed in the balance sheet, the amount of
the financial assets represents the maximum
credit risk. If in the case of financial assets credit
risks are evident, these risks are recognised
through allowances.

During its operating business activities, the RWE
Group is also exposed to interest rate risks,
currency risks and price risks. These risks are met
by hedging etc. Derivative financial instruments
are only used to hedge the following risks:
currency, price and interest rate risks from opera-
tions as well as from trading, cash investments
and financing transactions. The instruments
most commonly used are foreign exchange
forwards, foreign exchange options, interest rate
swaps, interest-rate currency swaps, commodity
futures contracts as well as product and refinery
margin swaps. Binding internal directives define
the range of action, responsibilities and controls
for our Group companies. Accordingly, derivative
financial instruments must generally not be used
for speculative purposes but serve only to hedge
risks arising from operative business.

Within the framework of RWE Trading’s operative
activity, derivative financial instruments are also
used for trading purposes. All trading carried out
in physical and derivative form is subject to a
limit independently monitored on a daily basis.

Scope for action, responsibilities and checks
have been bindingly laid down in internal direc-
tives.

We use the value-at-risk method to quantify the
market risk for financial instruments in line with
international banking standard. On the basis of
historical market price fluctuations, a confidence
of level of 95 % and a time horizon of 14 days,
the maximum expected loss which could arise
from changes in market prices is calculated and
continuously checked.

When interpreting the positive and negative mar-
ket values for derivative financial instruments, it
must be taken into account that they are
matched by offsetting underlying transactions.
The market values of the derivative financial
instruments are not recognised on the assets
side.

Separate valuation units between underlying and
hedging transactions are formed if underlying
and hedging transactions objectively and willing-
ly constitute a uniform benefit and function cor-
relation so that gains and losses from underlying
and hedging transactions are highly likely to
compensate each other.

The nominal volume of the hedging transactions
outlined below is specified without being offset.
It represents the total of all purchase and sales
amounts on which the transactions are based.
The level of the nominal volume enables
estimates regarding the scope of the use of
derivatives, but does not reflect the risk of the
Group from the use of derivatives.

For financial assets and liabilities in foreign cur-

rency, there can be a currency risk. Such risks are
counteracted by derivative financial instruments.
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The following foreign exchange hedging instruments were used:

Nominal volume

Remaining term > 1 year

Market value

Foreign exchange hedging in € million (06/30/2001 06/30/2000 [06/30/2001 06/30/2000 (06/30/2001 06/30/2000
Foreign exchange forwards 2,445 1,994 309 67| - 914 - 270
Foreign exchange options 5,733 345 5,046 49| - 133.7 - 74
Other foreign exchange hedging instruments 5,873 9 5,873 9| - 1094 - 19

14,051 2,348 11,228 125 - 334.5 - 36.3

Interest-rate risks exist mainly for long-term

items.

Nominal volume

Remaining term > 1 year

Market value

Interest rate hedging in € million |06/30/2001 06/30/2000 |06/30/2001 06/30/2000 |06/30/2001 06/30/2000
Interest rate options 118 505 118 302 5.5 6.0
Interest rate swaps 1,285 753 1,285 548 - 21.1 10.1

1,403 1,258 1,403 850| - 15.6 16.1

In the Energy and Petroleum and Chemicals Busi-

ness Areas, in particular, derivative transactions

Nominal volume

Remaining term > 1 year

are concluded to hedge prices and margins.

Market value

Price and margin hedging in € million {06/30/2001 06/30/2000 |06/30/2001 06/30/2000 |06/30/2001 06/30/2000
Options 2,167 1,908 543 - 8.6 8.0
Swaps 1,798 1,761 1,569 19| - 8.0 - 97
Commodity futures 476 680 5 - - 0.6 3.7

4,441 4,349 2,117 19 - 2.0

The derivatives are exposed to risks equivalent

to the positive market values of the derivatives.
These risks are minimised by the high demands
on the credit standing of our counterparties. In
the reporting year and in the previous year, the
risk exposure was negligible. Market risks which

result from the fact that the value of a financial
instrument changes due to market fluctuations
are not relevant either for assessing the financial
position and performance due to the type and
scope of the transactions concluded.



(26) Segment reporting In the RWE Group,
segments are distinguished on the basis of the
services provided by the group’s business areas.
The segmentation of business areas and
geographical regions is based on the internal
reporting system.

The core business area Energy comprises the
entire value creation chain from power
generation, grid and gas, to sales and trading.

The core business area Water has been formed
with the acquisition of Thames Water Plc. All the
group’s water activities are controlled here under
the aegis of Thames Water.

The core business area Environmental Services,
headed by RWE Umwelt AG, provides a broad
spectrum of services in the field of disposal.

The core business area Industrial Services
comprises the activities of TESSAG, dealing
essentially with energy-related services and the
production of energy-related components.

The Petroleum and Chemicals Business Area is
headed by RWE-DEA AG, a 99.5 % subsidiary of
RWE AG. It comprises vertically integrated petro-
leum companies. The chemical activities hitherto
likewise subsumed here were sold during the
fiscal year. There now remain the upstream oper-
ations belonging to the group’s core activities
and the downstream operations, which are not
part of the core business.

We own a holding of 56.16 % in the financial
investment Heidelberger Druckmaschinen.

Our holding in the financial investment
HOCHTIEF is 61.64 %.

Under “Other/holding company/consolidation”,
the consolidation effects, the holding company
and other activities not allocatable to the
separately shown business areas are disclosed.
Harpen AG should be mentioned specifically in
this context.
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Segment Reporting

Business Areas

Energy

Water

Environmental Services

Industrial Services

in € million 2000/01 1999/2000| 2000/01 1999/2000| 2000/01 1999/2000| 2000/01 1999/2000
External net sales 20, 232 13,536 1,690 2,045 1,524 2,221 2,239
Internal net sales 2,229 111 - 24 25 245 260
Total net sales 22,461 13,647 1,690 2,069 1,549 2,466 2499
Operating result 1,987 1,834 563 135 122 38 56
Result from investments in

equity companies 221 - 73| - 5 10 - 10 1 -
Regular depreciation

and amortisation 1,838 1,312 398 205 154 68 80
Other major non-cash expenses 3,604 4,282 301 279 202 245 330
EBITDA 3,492 2,979 821 309 306 93 115
Operating assets (as per value

management concept) 17,313 16,100 12,856 1,348 1,455 837 1,285
Gross assets (as per balance sheet) 47,222 35,088 18,281 2,261 1,844 1,963 2,041
Gross debts (as per balance sheet) 40,574 30,894 10,702 1,929 1,578 1,697 1,781
Carrying amounts of shares in

equity companies 2,347 2,176 320 93 83 9 8
Capital expenditure on intangible

and tangible assets 1,608 1,428 508 209 163 118 82
Regions Germany Rest of Europe America Asia
in € million 2000/01 1999/2000 2000/01 1999/2000 2000/01 1999/2000 2000/01 1999/2000

External net sales

Gross assets (as per balance sheet)

Capital expenditure on intangible
and tangible assets

39,070 30,290
53,130 50,188
2,084 2,074

8,095 6,778
20,220 3,824
769 427

12,247 9,162
11,157 9,947
497 308

2,198 1,362
1,633 765
30 12




Petroleum and Chemicals
2000/01 1999/2000

Heidelberger
Druckmaschinen

2000/01 1999/2000

HOCHTIEF
2000/01 1999/2000

Other/holding/
consolidation

2000/01 1999/2000

Group

2000/01 1999/2000

20,097 18,008 5,303 4,602 11,027 7,960 263 49 62,878 47,918
320 57 - - 28 63 10 38 2,856 554
20,417 18,065 5,303 4,602 11,055 8,023 273 87 65,734 48472
844 407 510 463 97 156 | = 221 - 234 3,953 2,804
13 23| = 10 - 17 79 70 257 - 10 566 - 17
367 385 222 191 187 103 46 56 3,331 2,281
368 588 543 627 405 281 1,278 2415 7,023 8,725
1,172 738 711 638 165 175| = 188 - 243 6,575 4,708
1,746 3,316 2,906 3,550 1,288 4,297 | = 537 3,398 37,757 33401
5,707 6,062 5,779 5488 7,333 6,141 - 1,120 8,325 87,426 64,989
4,034 4,919 3,069 2,881 5,447 4417 9,131 8,961 76,583 55431
152 142 149 86 638 628 1,255 4,233 4,963 7,356
488 693 237 306 281 119 69 36 3,518 2,827
Australia Africa Total

2000/01 1999/2000

2000/01 1999/2000

2000/01 1999/2000

1,010 120
1,260 240
137 1

258 206
26 25
1 5

62,878
87,426

3,518

47,918
64,989

2,827
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Notes on the segment data:

= The internal sales reflect the level of sales
between Group enterprises. Internal sales are
invoiced under the same conditions as for third
parties. The divisional sales are made up of the
total of external and internal net sales.

= The depreciation/amortisation concerns the
fixed assets without securities and other loans.

=The delimitation of the operating assets results
from the value management concept. These values
are compatible with the operating result, which
is also used in the Group for steering purposes

(cf. pages 54 to 59). In addition to the

operating assets, the consolidated values of the

balance sheet items for the gross assets and

liabilities are also disclosed in the business areas

and companies.

= Capital expenditure covers intangible and
tangible assets.

= The results from financial investments in equity
companies cover earnings and expenditure
from profit and loss transfer agreements, from
financial investments and amortisation on
goodwill.

For derivation of the operating results, you are referred to page 31 of the annual review.

The reconciliation concerns the following items:

= The results of investments contain all income
and expenses resulting in connection with the
operations-related investments. Thus, the
results of investments constitute an integral
component of the operating activities of the
Group.

=Income and expenses which from an account-
ing viewpoint are unusual or which resulted
from exceptional items, impair the assessment
of current operating activities. They are re-
allocated to the non-operating result which rep-
resents a separate part of the value manage-
ment concept (cf. pages 58 to 59). The non-
operating result for the first time contains the
amortisation on goodwill for the year under
review and the preceding year's period. The
figure for the preceding year has been adjusted
accordingly. The non-operating result also
contains the release of the negative goodwill.

= Prepayments received for long-term
construction contracts at HOCHTIEF are not to
be allocated to the financing activities but are
operational. That is why HOCHTIEF's operating
result is corrected by an interest credit on
prepayments received.

In the year under review, the profit from operat-
ing activities in the group and the results from
financial investments were adjusted by the non-
operating result of € - 112 million (previous year:
€ 282 million).

Adjustment of the previous year’s figure relates
to two circumstances, which in the previous year
were shown in the operating result, and this year

in the non-operating result: amortisation on
goodwill arising from capital consolidation and
income from the discontinued telecommuni-
cations activities.

Due to the first-time consolidation of VEW and
Thames, the amortisation on goodwill arising
from capital consolidation, shown in the non-
operating result for the first time in the mid-year
report, in conformity with international practice,
increased to € 374 million (previous year:

€ 170 million).

The high capital gains of the previous year
amounting to € 3,092 million, primarily relating
to E-Plus, correspond this year to earnings of

€ 364 million. These are essentially attributable
to the sale of the chemicals segment, of
MAQUET, and of real estate not necessary for
business operations.

In the previous year, restructuring expenses of
€ 2,266 million were incurred. This year, restruc-
turing expenses come to € 139 million and
essentially adjust the provisions for personnel
measures formed in the previous year to actual
utilisation.

The previous year was also characterised by our
share in the losses of VEAG in connection with
provisions formed for impending losses from
open contracts (€ - 227 million) and by transfers
to provisions relating to the Cartel Office’s stipu-
lations regarding the sale of LAUBAG and VEAG
(€ - 155 million). In connection with the sale of
VEAG and the deconsolidation of LAUBAG, we
utilised the latter provision this year. In the
short fiscal year, we shall collect a profit from the
sale of LAUBAG.



(27) Information on the cash flow statement
The cash flow statement classifies cash flows by

operating, investing and financing activities.
Effects of the changes in the group of
consolidated companies are eliminated; their
influence on cash and cash equivalents is shown
separately as is the influence of exchange rate
changes.

The net cash from operating activities of € 3,814
million (previous year: € 3,241 million) could not
fully cover the net cash used in investing and
financing activities of € - 5,118 million (previous
year: € -3,718 million).

The net cash from operating activities includes,
inter alia:

= Interest income of € 733 million (previous year:

€ 601 million) and interest expenses of € 1,196
million (previous year: € 357 million).

= The taxes on income paid amount to € 1,129
million (previous year: € 2,381 million); € 207
million (previous year: € 66 million) of income
taxes were refunded.

= After deduction of the non-cash items from
equity accounting, the results of investments
received (dividends) amount to € 361 million
(previous year: € 342 million).

In the fiscal year € 1,078 million (previous year:
€ 556 million) were paid out to RWE share-
holders and € 281 million (previous year:

€ 214 million) to minority interests. The raising
of new financial debt by € 10,674 million (previ-
ous year: € 119 million) compares with
repayments in the amount of € 4,873 million
(previous year: € 1,037 million).

There are no restraints on disposal for cash and
cash equivalents.

In total, the following financial assets exist in the Group:

in € million

06/30/2001  06/30/2000

Cash and cash equivalents

Securities held as current assets

Securities held as fixed assets and
other loans

Other financial assets

Financial assets

Financial liabilities

Net financial assets

3,052 2,812
3,237 7339
8,040 7,076
1,657 935
15,986 18,162
15,851 3,065
135 15,097

The other financial assets primarily cover
financial receivables and components of other

assets. The net financial assets are made up of
the financial assets less financial liabilities.
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Other disclosures The information on the members
of the Executive Board and the Supervisory Board
pursuant to Section 285, No. 10, of the German
Commercial Code is given on pages 161 to 166.

Provided that the annual general meetings pass
the proposed dividends, the remuneration paid
to members of the Executive Board for the
2000/01 fiscal year is: € 9,310,485.42 (previous
year: € 6,046,154.79), of which € 2,328,620.08
(previous year: € 2,308,732.65) from subsi-
diaries, that paid to the members of the Super-
visory Board € 1,372,110.31 (previous year:
€1,493,512.88), of which € 189,155.57 (pre-
vious year: € 119,221.21) from subsidiaries.
Under the share option scheme of RWE AG at the
balance sheet date, the Executive Board and
former Executive Board members hold non-trans-
ferable stock options on 760,000 and 140,000
common shares of RWE AG respectively (previous

Events occurring after the balance sheet date

Information about events occurring after the bal-
ance sheet date can be found on pages 50 to 51.

This report contains individual future-related
statements concerning the further course of
business, such as forecasts on the development
of the economic and political environment as
well as our own business. These statements are

year: 600,000), of which 120,000 and 60,000 re-
spectively are from subsidiaries (previous year:
120,000). The details of the share option scheme
are explained under equity (cf. pages 139 and 140).

Former members of the Executive Board and their
surviving dependants received € 7,821,965.46
(previous year: € 11,658,912.04), of which
€1,798,843.96 (previous year: € 2,202,118.55)
from subsidiaries. € 82,437,792.13 (previous
year: € 61,096,842.34) have been put aside for
pension liabilities to former members of the
Executive Board and their surviving dependants,
of which € 19,922,604.21 (previous year:
€19,785,955.92) at subsidiaries.

The Economic Advisory Board was paid
€749,021.30 (previous year: € 499,154.63), of
which € 194,961.83 (previous year:

€ 128,446.30) from subsidiaries.

based on carefully made assumptions on our
part. However, due to remaining risks and uncer-
tainties, we cannot guarantee that they will turn
out to be correct in total or in individual parts.



Auditors’ Report

Auditors’ Report We have audited the consolidated

financial statements of RWE AG for the fiscal year
from July 1, 2000 to June 30, 2001, consisting of
income statement, balance sheet, cash flow
statement, statement of changes in equity and
notes. The preparation and contents of the con-
solidated financial statements in accordance
with the International Accounting Standards
(TIAS) are the responsibility of the company's
Executive Board. Based on the audit we have
performed, it is our task to assess whether the
consolidated financial statements comply with
the IAS.

We have audited the consolidated financial state-
ments in accordance with German auditing regu-
lations, taking account of the German principles
of proper auditing as laid down by the German
Institute of Auditors (IDW), as well as with the
International Standards on Auditing (ISA). These
standards require that we plan and perform the
audit so as to obtain reasonable assurance about
whether the consolidated financial statements
are free of material misstatement. In the course
of the audit, evidence relevant to the amounts
and disclosures in the consolidated financial
statements is examined on the basis of random
samples. The audit includes an assessment of

the accounting principles used and of the signifi-
cant estimates made by the Executive Board as
well as an evaluation of the overall presentation
of the consolidated financial statements. We
believe that our audit provides a reasonable
basis for our opinion.

In our opinion, based on our audit, the
consolidated financial statements in compliance
with the IAS give a true and fair view of the
financial position and performance of the Group
as well as the cash flows of the fiscal year.

Our audit, which according to German auditing
regulations also covered the Group management
report for the fiscal year from July 1, 2000 to
June 30, 2001, prepared by the Executive Board,
did not result in any reservations. In our opinion,
the Group management report overall adequate-
ly presents the position of the Group as well as
the risks of future development. Additionally, we
confirm that the consolidated financial state-
ments and the Group management report for the
fiscal year from July 1, 2000 to June 30, 2001,
meet the conditions for an exemption of RWE AG
from preparing consolidated financial state-
ments and a Group management report under
German law.

Essen, September 13/19, 2001

PwC Deutsche Revision
Aktiengesellschaft
Wirtschaftspriifungsgesellschaft

P. Albrecht
Wirtschaftsprifer
(Auditor)

Dr. N. Schwieters
Wirtschaftsprifer
(Auditor)
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Principal Investments

M iss

at June 30, 2001

I. Consolidated subsidiaries Investment Equity | Net profit/ Net sales Annual
in acc. with | of thelast | loss of the 2000/01 average
§ 16 of the fiscal last fiscal number of
German year year employees
Stock Cor-
poration Act
% €'000. €'000 in € million 2000/01
RWE Aktiengesellschaft, Essen? 3,655,687 927,603 - 295
Energy
RWE Power Aktiengesellschaft, Essen 100 1,006,395 - 3,278 3,094
RWE Rheinbraun Aktiengesellschaft, Cologne 100 1,068,885 =Y 1,272 14,853
RWE Trading GmbH, Essen 100 50,100 = 4,746 82
RWE Net Aktiengesellschaft, Dortmund 100 960,129 b 3,723 7408
RWE Plus Aktiengesellschaft, Essen 100 516,873 - 7,374 2,638
RWE Gas Aktiengesellschaft, Dortmund 80 397,115 37,185 1,998 987
RWE Systems AG, Dortmund 100 150467 = 958 2,321
Budapesti Elektromos Miivek Rt. (ELMU),

Budapest/Hungary 55 284,542 32,353 531 2,903
CONSOL Energy Inc., Wilmington/Delaware/USA;

CONSOL Energy-Group? with 55 subsidiaries in the USA,

Belgium and Canada 72 414,581 207,111 2,592 6,942
Emscher Lippe Energie GmbH, Gelsenkirchen 79 79,764 10,218 346 827
envia Energie Sachsen Brandenburg AG, Chemnitz 63 670475 86,173 1,158 3,290
Eszak-magyarorszagi Aramszolgaltato Rt. (EMASZ),

Miskolc/Hungary 54 125,535 5,051 262 1,932
EWV Energie- und Wasser-Versorgung GmbH, Stolberg? 54 30,678 3,429 241 660
Kernkraftwerke Gundremmingen Betriebsgesellschaft mbH,

Gundremmingen 75 1,245 31 146 814
Kernkraftwerke Lippe-Ems GmbH, Lingen (Ems) 88 465,545 - 336 285
Koblenzer Elektrizitdtswerk und Verkehrs-AG, Koblenz 58 73423 16,802 194 772
Lech-Elektrizitatswerke AG, Augsburg 90 203,454 43,585 636 1,408
Matrai Erémii Rt. (MATRA), Visonta/Hungary 51 173,373 17,036 154 3,459
MITGAS Mitteldeutsche Gasversorgung GmbH, Halle 60 93,752 17,135 490 430
Mitteldeutsche Energieversorgung Aktiengesellschaft,

Halle (Saale) 53 262,179 12,108 581 1,020
RBB Vermogensverwaltungs GmbH, Cologne 100 56,295 18,432 2 -
Rheinbraun Engineering und Wasser GmbH, Cologne 100 23,347 2,263 10 -
rhenag Rheinische Energie AG, Cologne 56 149,464 35,408 193 465
RV Rheinbraun Handel und Dienstleistungen GmbH, Cologne 100 76,694 = 2 6
Société Luxembourgeoise de Centrales Nucléaires S.A.,

Luxembourg/Luxembourg 100 19,206 799 159 1
Stiwag Energie AG, Frankfurt/Main? 79 331,273 63,601 460 1,846
Turbogds - Produtora Energética, S.A., Lisbon/Portugal 75 10,130 5,234 291 8
Water
Thames Water Plc, London/United Kingdom? 100 4,034401 181,157 2474 13,222
RWE Aqua GmbH, Berlin 100 229,708 2,733 5 128
Environmental Services
RWE Umwelt Aktiengesellschaft, Essen 100 528,853 - - 140
Trienekens Aktiengesellschaft, Viersen 50 222,798 29,922 541 2,083

1) Profit and loss transfer agreement
2) Data from the company’s consolidated financial statements
3) Short fiscal year



Principal Investments

at June 30, 2001

I. Consolidated subsidiaries Investment Equity | Net profit/ Net sales Annual
in acc. with | of thelast | loss of the 2000/01 average
§ 16 of the fiscal last fiscal number of
German year year employees
Stock Cor-
poration Act
% €°000. €'000 in € million 2000/01

Industrial Services
TESSAG Technische Systeme & Services AG,

Frankfurt/Main 100 181,796 =Y 314 2,014
Angewandte Solarenergie - ASE GmbH, Alzenau 100 13,831 = 62 264
NUKEM Nuklear GmbH, Alzenau 100 24,269 4,183 201 155
Piller-GmbH, Osterode am Harz 100 27,806 12,485 155 655
SAG Netztechnik GmbH, Langen 100 21,900 4,459 165 1,642
Starkstrom-Geratebau GmbH, Regensburg 100 9,416 169 64 429

TESSAG Industrie-Anlagen GmbH, Duisburg®;
INA Group with 2 subsidiaries in

France and Canada 100 7060 |- 3,831 33 360
Petroleum
RWE-DEA Aktiengesellschaft fiir Mineraloel und Chemie,

Hamburg 99 1,323,905 =Y 1,871 2,133
DEA Mineraloel AG, Hamburg 100 325,042 = 16,352 2,660
DEA Mineraloel & Service GmbH, Hamburg 100 12,076 =Y 5,229 764
Printing Systems
Heidelberger Druckmaschinen AG, Heidelberg 56 1,958,540 257,883 2,382 12,091
Heidelberger Druckmaschinen Vertrieb

Deutschland GmbH, Heidelberg 100 40,113 - 664 1,198
Heidelberg USA, Inc., Kennesaw/Georgia/USA? 100 273,593 7,309 862 1,388
Heidelberg Web Systems, Inc.,

Dover/New Hampshire/USA? 100 136,471 |- 18,586 498 1,516
Construction and Civil Engineering
HOCHTIEF Aktiengesellschaft, Essen 62 1,308,871 167,829 2,133 9,964
HOCHTIEF AirPort GmbH, Essen 100 109,310 = 27 58

Leighton Holdings Limited, Sydney/Australia;
Leighton Group? with 121 subsidiaries in Asia,
Australia and America 50 408,400 94461 1436 12,471

The Turner Corporation, Wilmington/Delaware/USA;
Turner Group? with 43 subsidiaries in the USA,

Brazil, the United Kingdom and Singapore 100 405,303 26,922 6,707 4,103
Other subsidiaries
Harpen Aktiengesellschaft, Dortmund 72 203,471 1,035 34 143
RWE Finance BV, Amsterdam/Netherlands 100 684 584 - -

1) Profit and loss transfer agreement
2) Data from the company’s consolidated financial statements
4) Summary from the individual financial statements
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at June 30, 2001

II. Associates accounted for using the Investment Equity | Net profit/
. in acc. with of the last | loss of the
equ“V method § 16 of the fiscal Tast fiscal
German year year
Stock Cor-
poration Act
% €'000. €000
Energy
Motor-Columbus AG, Baden/Switzerland? 20 359,724 37,276
Nafta a.s., Trnava/Slovakia? 40 88,285 |- 855
Niederrheinische Versorgung und Verkehr AG, Monchengladbach? 50 394,392 28,988
Stadtwerke Duisburg AG, Duisburg 20 116,658 17424
Stadtwerke Essen AG, Essen 29 122,902 9,448
TCP Petcoke Corporation, Dover/Delaware/USA 50 2,264 7,521
Thyssengas GmbH, Duisburg 75 123,195 20,298
TIGAZ Tiszant(li Gazszolgaltaté Rt., Hajdszoboszld/Hungary 44 142,530 16,944
Water
RWE/VIVENDI Berlinwasser Beteiligungs AG, Berlin® 50 8,055 |- 2,732
Environmental Services
AVE Beteiligungsgesellschaft mbH, Horsching/Austria 50 53,346 2,216
Petroleum
FUCHS DEA Schmierstoffe GmbH & Co. KG, Mannheim 50 42,065 5,996
Oberrheinische Mineralélwerke GmbH, Karlsruhe 42 53,111 3,523
PCK Raffinerie GmbH, Schwedt/Oder 38 465,170 1,198
Construction and Civil Engineering
AECON Group Inc., Toronto, Ontario/Canada 49 67,306 7,875
Athens International Airport S.A., Spata/Greece 40 300,000 -
Ballast Nedam N.V., Amstelveen/Netherlands? 48 275,981 22,424
Flughafen Disseldorf GmbH, Disseldorf 50 52,356 26,792
Flughafen Hamburg GmbH, Hamburg 36 85,858 22,098
KITCHELL CORPORATION, Phoenix/Arizona/USA? 35 69,890 9,234
Other/Holding
RAG Aktiengesellschaft, Essen? 30 2,313,000 169,900

2) Data from the company’s consolidated financial statements
3) Short fiscal year



Supervisory Board

Dr. h.c. Friedel Neuber
Duisburg
- since January 5, 2001 -
Chairman since January 19, 2001

m Babcock Borsig AG (Chairman)
m Deutsche Bahn AG

= Hapag-Lloyd AG

m PREUSSAG AG (Chairman)

m ThyssenKrupp AG

Erwin Winkel”
Niederzier
- since September 11, 2000 -
Deputy Chairman since
January 19, 2001
Power Systems Electronic Engineer

Dr. Paul Achleitner
Munich
- since September 11, 2000 -
Chairman until January 5, 2001
Executive Vice-President of Allianz AG

= MAN AG
Osterreichische Industrieholding AG

Carl-Ludwig von Boehm-Bezing
Bad Soden
- since January 5, 2001 -
former Executive Vice-President of Deutsche
Bank AG

= RUTGERS AG
m Steigenberger Hotels AG
m ThyssenKrupp AG

AKA Ausfuhrkredit-Gesellschaft mbH (Chairman)
FIAT S.p.A.

Frank Bsirske”
Hanover
-since January 9, 2001 -
Chairman of the ver.di Vereinte Dienstleistungs-
gewerkschaft e. V.

® BGAG Beteiligungsgesellschaft der Gewerk-
schaften AG

The Boards of RWE

Burkhard Drescher
Oberhausen
- since January 5, 2001 -
Mayor of the City of Oberhausen

m Energieversorgung Oberhausen AG
m Stadtwerke Oberhausen AG (Chairman)

DSM Deutsche Stadte-Medien GmbH

ENO Entwicklungsgesellschaft Neu-
Oberhausen mbH (Chairman)

LGO Landesgartenschau

Oberhausen GmbH i. L. (Chairman)

PBO Projektentwicklungs- und Beteiligungsge-
sellschaft Oberhausen mbH (Chairman)
Stadtsparkasse Oberhausen (Chairman)

Dr. Friedhelm Gieske
Essen
- since January 5, 2001 -
- until June 7, 2001 -
former President and CEO of RWE AG

= MAN AG
= National-Bank AG

Erwin Hahn”
Bettingen
- since January 9, 2001 -
- until May 22, 2001 -
Electrician

Johann Heip"
Landshut
- since January 9, 2001 -
Electrician

m RWE Solutions AG

Ralf Hiltenkamp”
Arnsberg
- since May 23, 2001 -
Mechanic

= RWE Umwelt AG

Heinz-Eberhard Holl
Osnabriick
- since September 11, 2000 -
Deputy Chairman until January 5, 2001
Chief Administrative Officer, Osnabriick Rural
District

= Georgsmarienhltte GmbH

m Georgsmarienhitte Holding GmbH

*) Employee representative on the Supervisory Board
m ) Member of other mandatory Supervisory Boards

) Member of comparable German and foreign supervisory bodies of business enterprises
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Supervisory Board

Berthold Huber” Dr. Manfred Schneider
Stuttgart Leverkusen
- since January 9, 2001 - - since January 5, 2001 -
Regional Manager of IG Metall trade union, President and CEO of Bayer AG
Baden-Wiirttemberg Region » Allianz AG
= Audi AG m DaimlerChrysler AG
m Dillinger Hittenwerke AG m Metro AG
m Dillinger Hiittenwerke Saarstahl AG
m Heidelberger Druckmaschinen AG Ernst-W. Stuckert”
® Saarstahl AG Hamburg
- since January 9, 2001 -
Berthold Krell” Commercial Executive
Wenden-Hiinsborn
- since January 9, 2001 - Klaus-Dieter Siidhofer”
Senior fitter Recklinghausen
= RWE Net AG -since January 9, 2001 -
Trade Union Secretary
Dr. Gerhard Langemeyer Deputy Chairman of IG Bergbau, Chemie,
Dortmund Energie
- since January 5, 2001 - ® BGAG Beteiligungsgesellschaft der Gewerk-
Mayor of the City of Dortmund schaften AG
= Dortmunder Stadtwerke AG (Chairman) = BHW Holding AG
= Dortmunder Energie und Wasser GmbH = Harpen AG
. o . = RAG AG
Schiichtermann Schiller’sche Kliniken KG .
STEAG microParts GmbH = RAG Immobilien AG
m RWE-DEA AG fiir Mineraloel und Chemie
= RWE Rheinbraun AG

Dr. Wolfgang Reiniger

Essen

- since January 5, 2001 -

Mayor of the City of Essen ~ since January 5, 2001 -
DSM Deutsche Stddte-Medien GmbH Member of the Supervisory Board of Dresdner
Entwicklungsgesellschaft Universitatsviertel Bank AG
Essen mbH (Chairman)
Essener Wirtschaftsforderungsgesellschaft
mbH (Chairman)
Margarethe Krupp-Stiftung fiir
Wohnungsfiirsorge (Chairman)
Messe Essen GmbH (Chairman)
Sparkasse Essen (Chairman)

Dr. Alfons Friedrich Titzrath
Cologne

Allianz AG

Celanese AG

Deutsche Lufthansa AG

Dresdner Bank AG

Miinchener Riickversicherungs-Gesellschaft AG
VAW aluminium AG

Prof. Karel Van Miert
Beersel
- since June 7, 2001 -
President of Nyenrode University

Gilinter Reppien”
Lingen
- since January 9, 2001 -
Senior Workshop Foreman

Agfa-Gevaert N. V.
u RWE Power AG

De Persgroup
Koninklijke Philips Electronics N. V.

sy
Bernhard von Rothkirch Wolters Kluwer N. V.

Frechen
- since January 9, 2001 -
Senior Engineer

*) Employee representative on the Supervisory Board
m ) Member of other mandatory Supervisory Boards
M 62 ) Member of comparable German and foreign supervisory bodies of business enterprises



Executive Board

Dr. Dietmar Kuhnt
Essen
President and CEO of RWE AG
- since September 11, 2000 -

Allianz Versicherungs-AG

Dresdner Bank AG

Hapag-Lloyd AG

Heidelberger Druckmaschinen AG (Chairman)
HOCHTIEF AG (Chairman)

mg technologies ag

PREUSSAG AG

RWE-DEA AG fiir Mineraloel und Chemie
(Chairman)

® RWE Plus AG (Chairman)

® RWE Power AG (Chairman)

Thames Water Plc (Chairman)

Dr. Richard R. Klein
Essen
Executive Vice-President of RWE AG
- since November 24, 2000 -

m Berlinwasser Holding AG

= DEA Mineraloel AG

= Harpen AG (Chairman)

m RWE Systems AG (Chairman)
= RWE Umwelt AG

RWE Com Geschaftsfiihrungs-GmbH (Chairman)
Thames Water Plc

Dr. Gert Maichel
Dortmund
Executive Vice-President of RWE AG
- since November 24, 2000 -
= RAG AG
= RWE Gas AG
®m RWE Rheinbraun AG (Chairman)
= TUV Rheinland Holding AG

RWE Trading GmbH (Chairman)

The Boards of RWE

Manfred Remmel

Essen
Executive Vice-President of RWE AG
- since November 24, 2000 -

m AXA Colonia Versicherung AG

= DEA Mineraloel AG

= Mitteldeutsche Energieversorgung AG
(Chairman)

RWE Gas AG (Chairman)

RWE Net AG (Chairman)

RWE Solutions AG (Chairman)

RWE Umwelt AG (Chairman)

Theater- und Philharmonie GmbH
WISTA-Management GmbH

Dr. Klaus Sturany

Dortmund
Executive Vice-President of RWE AG
- since September 11, 2000 -

® Babcock Borsig AG
= Commerzbank AG
= DEA Mineraloel AG (Chairman)
® Hannover Rickversicherungs-AG
m Heidelberger Druckmaschinen AG
m HOCHTIEF AG
= RAG AG

m RWE-DEA AG fiir Mineraloel und Chemie
= RWE Plus AG

= RWE Power AG

m RWE Solutions AG

RWE Trading GmbH
Thames Water Plc

Jan Zilius

Essen
Executive Vice-President of RWE AG
- since September 11, 2000 -

= Anhaltinische Braunkohlesanierungs-
gesellschaft mbH

= RWE Gas AG

= RWE Net AG

= RWE Rheinbraun AG

= RWE Systems AG

m ) Member of other mandatory Supervisory Boards

) Member of comparable German and foreign supervisory bodies of business enterprises
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Economic Advisory Board

Edmond Alphandéry
Paris
Président du Conseil de Surveillance de CNP

Dr. h. c. Manfred Bodin
Hanover
- since October 1, 2000 -
President and CEO of Norddeutsche
Landesbank Girozentrale

Dr. F. Wilhelm Christians
Disseldorf
- until December 31, 2000 -

Erwin Conradi
Baar
- until June 30, 2001 -
Managing Director of Beisheim Holding GmbH

Dr. Gerhard Cromme
Disseldorf
President and CEO of ThyssenKrupp AG

Jiirgen Dormann
Schiltigheim
President and CEO of Aventis

Dr. Michael Frenzel
Hanover
President and CEO of PREUSSAG AG

Prof. Dr. Dr. h.c. Joachim Funk
Disseldorf

Dr. Jiirgen Grofmann
Georgsmarienhiitte
- since October 1, 2000 -
Partner in Georgsmarienhiitte GmbH

Helmut Haumann
Cologne
- since December 15, 2000 -
President and CEO of GEW Cologne AG

Dr. Georg Holzhey
Augsburg
- since October 1, 2000 -
Managing Director of Haindl Papier GmbH

Dieter Kauffmann
Esslingen
Former President and CEO, Schutzgemeinschaft
der Kleinaktionare e.V.

Dr. Dr. E. h. Giinther Klatte
Essen
- until June 30, 2001 -
former Executive Vice-President of Rheinisch-
Westfalisches Elektrizitatswerk AG

Dr. h. c. Martin Kohlhaussen
Frankfurt/Main
- since October 1, 2000 -
Chairman of the Supervisory Board of
Commerzbank AG

Prof. Dr. E.h. Berthold Leibinger
Ditzingen
Managing partner, Trumpf GmbH & Co. KG

Prof. Dr. Hubert Markl
Munich
President of the Max-Planck-Gesellschaft zur
Forderung der Wissenschaften e. V.

Rafael Miranda
Madrid
- since October 1, 2000 -
Consejero Delegado del Grupo Endesa

Dr. h.c. Tyll Necker t
Cologne
- until December 31, 2000 -

Dr. Karl Josef Neukirchen
Frankfurt/Main
- since October 1, 2000 -
President and CEO of
mg technologies ag

Dr. Udo Oels
Leverkusen
- since October 1, 2000 -
Executive Vice-President of Bayer AG
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Economic Advisory Board

Alfred Freiherr von Oppenheim
Cologne
Chairman of the Supervisory Board, Sal.
Oppenheim jr. & Cie. KGaA

Dr. Heinrich von Pierer
Munich
President and CEO of Siemens AG

Bernd Pischetsrieder
Wolfsburg
- since October 1, 2000 -
Executive Vice-President of Volkswagen AG

Dr. Wolfgang Réller
Neu-Isenburg
Honorary Chairman of the Supervisory Board,
Dresdner Bank AG

Diethelm Sack
Frankfurt/Main
- since October 1, 2000 -
Executive Vice-President of Deutsche Bahn AG

Dr. Ernst Schadow
Frankfurt/Main
- since October 1, 2000 -
Executive Vice-President of Celanese AG

Prof. Dr. Dieter Schmitt
Essen
- since October 1, 2000 -
Faculty of Energy Management,
GH Essen University

Hans Peter Schreib
Disseldorf
Attorney-at-Law, Executive Vice-President,
Deutsche Schutzvereinigung fiir Wertpapier-
besitz e.V.

Dr. Walter Seipp
Frankfurt/Main
- until December 31, 2000 -
Honorary Chairman of the Supervisory Board
of Commerzbank AG

Dr. Ron Sommer
Bonn
- since October 1, 2000 -
President and CEO of Deutsche
Telekom AG

Karl Starzacher
Essen
- since October 1, 2000 -
President and CEO of RAG AG

Prof. Dr. Jiirgen Strube
Ludwigshafen
President and CEO of BASF AG

Marcus Wallenberg
Stockholm
Executive Vice President, Investor AB

Dr. E.h. Jirgen Weber
Frankfurt/Main
- since February 1, 2001 -
President and CEO of
Deutsche Lufthansa AG

Prof. Dr. Carl Christian von Weizsacker
Cologne
- since October 1, 2000 -
Director of the Energy Industry Institute at
Cologne University

Wilhelm Werhahn
Neuss
Executive Vice-President of Messrs. Wilh.
Werhahn

Dr. Jiirgen Wilhelm
Cologne
- until December 31, 2000 -
First Deputy Chairman of Landschafts-
versammlung and First Deputy Chairman of the
Agricultural Committee of Landschafts-
verbandes Rheinland

Dr. Mark Wossner
Gutersloh
- until August 31, 2001 -
Former Chairman of the Supervisory Board,
Bertelsmann AG

Dr. h.c. Wolfgang Ziemann

Essen
Former Executive Vice-President of RWE AG
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Committees of the Supervisory Board

Executive Committee of the Supervisory Board Mediation Committee in accordance with Sec. 27, Para. 3
of the German Codetermination Act
Dr. h.c. Friedel Neuber
Dr. h.c. Friedel Neuber
Erwin Winkel
Erwin Winkel
Dr. Paul Achleitner
Berthold Krell
Frank Bsirske
Dr. Manfred Schneider
Johann HeiP
Human Resources Committee
Heinz-Eberhard Holl
Dr. h.c. Friedel Neuber
Dr. Manfred Schneider
Dr. Paul Achleitner
Klaus-Dieter Stidhofer
Erwin Winkel
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Actuarial profits and losses The actuarial calcu-
lation of pension provisions is largely based on
forecast parameters (such as the projected
pattern of wages and pensions). Actuarial profits
and losses arise if these assumptions are revised
in the light of actual developments.

Cash Flow Key figure for assessing an enterprise’s
financial position and profitability when
analysing the balance sheet, the company
concerned, and its stock.

Commodity All energy goods, such as electricity, gas,
oil and coal, which can be differentiated only
slightly and are offered at high fixed costs on a
stable domestic market.

Cross-Selling Sale of different products and services
to a single customer. Cross-selling occurs, for
example, if gas is additionally sold to a customer
who previously purchased only electricity.

Downstream In the petroleum business, the term
“downstream” denotes the chain of activities
that embraces the supply of crude oil to refiner-
ies, processing of the oil to obtain petroleum
and petrochemical products, and the sales of
such products.

drupa The world’s biggest and most important trade
fair for the graphic-arts industry. The drupa is
held in Diisseldorf every four to five years.

EBITDA Abbreviation for “Earnings Before Interest,
Taxes, Depreciation and Amortisation”. The
EBITDA serves as an indicator for the cash flow
generated by a company’s operating business.

Management audit Designation for the systematic
analysis and evaluation of the ability of senior
managers in the company to cope with new
challenges to their managerial skills.

Multi-utility Designation for companies offering a
variety of supply services from a single source.

In the context of its multi-utility strategy, RWE is

focusing on energy and environmental services.
The core activities are electricity, gas, water and
wastewater, waste disposal and recycling, and
associated energy-related services.

Performance The development in the value of a
financial investment within a defined period.

Projected unit credit method provisions for
pensions and similar obligations are calculated
using the projected unit credit method (IAS 19).
It pays due regard not only to the pensions and
vested interests accrued as of the cutoff date,
but also to anticipated increases in salaries and
pensions.

Standing Interpretations Committee (SIC)
The SIC rules on controversial accounting issues.
Its interpretations are approved by the board of
the International Accounting Standards Commit-
tee (IASC) and, once adopted, are binding on all
IAS users.

Terawatt unit of electrical power. Conversion of power
units: 1 megawatt = 10° kilowatts, 1 gigawatt =
10° kilowatts, 1 terawatt = 10° kilowatts

Upstream In the petroleum industry, denotes
exploration and production operations for crude
oil and natural gas.

Volatility The range within which market prices
fluctuate and their movement within this range

Wholesale Trading of standardised products between
the production stage and large consumers or
redistributors. In the electricity sector, the
wholesale market only comprises high-voltage
power deliveries.

Glossary
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RWE Aktiengesellschaft

Opernplatz 1
D-45128 Essen

T +49(0)201/12-00
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Ten-year overview

RWE in figures 2000/01 1999/2000 1998/1999 1997/19981)  1996/1997 1995/1996
External net sales € million 62,878 47,918 38415 37,524 36,883 33,457
Energy € million 20,323 13,536 13,674 13,150 12,905 13,354
Water € million 1,690
Petroleum and Chemicals € million 20,097 18,008 13,601 14,154 14,201 12,360
Environmental Services € million 2,045 1,524 1,480 1,032 863 680
Industrial Systems#) € million 6,841 6,058 5,873 4,377 3,729
TESSAGY € million 2,221
Heidelberger Druckmaschinen4) € million 5,303
HOCHTIEF € million 11,027 7,960 3,392 3,179 3,953 3,037
Others € million 263 49 210 136 584 297
Profit before tax € million 2,238 2,151 2,722 2,581 1,732 1,627
Profit after tax
(net profit for the year) € million 1,760 1,556 1,545 1415 1,124 799
Net profit (RWE's share in
net profit for the year) € million 1,264 1,212 1,149 998 666 612
Cash flow/capital expenditure/depreciation
Cash flow € million 4,620 3,354 4,580 4,702 4,834 4446
Capital expenditure
incl. acquisitions € million 13,408 4,923 5,244 3,244 5,086 3,672
Depreciation and fixed
asset disposals € million 6,664 4,707 3,202 3,356 3,073 2,901
Workforce/staff costs
Workforce (June 30) Number 169,979 152,132 154,223 145467 136,115 132,658
Staff costs € million 8,768 7,940 7,120 6,612 6,629 6,597
Asset/capital structure
Fixed assets € million 54,589 34493 29,110 24,292 22,541 20,973
Current assets € million 24,781 23,615 20,292 20,323 18,696 17,770
Deferred tax assets € million 8,056 6,881 5,830 3,885
Balance sheet equity capital € million 10,843 9,557 10,024 10,267 9,069 8,579
Long-term provisions € million 32,642 29,371 27,053 22,814 20,277 19,361
Other long-term debt € million 12,622 3,235 3,761 3,152 620 493
Short-term provisions and debt € million 26,190 19,868 11,649 10,530 11,272 10,310
Deferred tax liabilities € million 5,129 2,958 2,745 1,737
Balance sheet total € million 87,426 64,989 55,232 48,500 41,237 38,743
Key ratios
Earnings per share € 2.24 2.24 2.07 1.80 1.64 1.51
Cash flow per share € 8.18 6.19 8.25 847 8.70 8.02
Return on equity % 17.30 15.9 15.2 14.5 15.9 12.0
Return on sales % 6.10 5.7 8.7 8.9 6.1 6.5
Capital-to-assets ratio % 12.4 14.7 18.1 21.2 22.0 22.1
Equity-to-fixed-assets ratio % 102.8 122.2 140.3 149.2 132.9 135.6

RWE Aktiengesellschaft

Subscribed capital € million 1,459 1,340 1420 1420 1420 1417
Net profit for the year € million 928 5233) 1,020 562 455 425
Dividend paid € million 563 523 555 511 455 425
Dividend per share € 1.00 1.00 1.00 0.922) 0.82 0.77
Dividend incl. tax credit

per share & 1.43 143 143 1.31 1.17 1.09

1) as from 1997/1998 figures based on the International Accounting Standards (IAS)

2) including bonus

3) less dividend paid for own shares not entitled to a dividend held by the company at the time of adoption of the resolution concerning profit distribution
4) until the 1999/2000 fiscal year the Industrial Systems Division, from 2000/01 Industrial Services (TESSAG) and Heidelberger Druckmaschinen









