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a challenging environment

(as of 17 May 2010)

Spring 2010



2

Forward Looking Statement
This presentation contains certain forward-looking statements within the meaning of the US federal securities laws. Especially all of the 
following statements:
> Projections of revenues, income, earnings per share, capital expenditures, dividends, capital structure or other financial items;
> Statements of plans or objectives for future operations or of future competitive position;
> Expectations of future economic performance; and
> Statements of assumptions underlying several of the foregoing types of statements
are forward-looking statements. Also words such as “anticipate”, “believe”, “estimate”, “intend”, “may”, “will”, “expect”, “plan”, “project”
“should” and similar expressions are intended to identify forward-looking statements. The forward-looking statements reflect the 
judgement of RWE’s management based on factors currently known to it. No assurances can be given that these forward-looking 
statements will prove accurate and correct, or that anticipated, projected future results will be achieved. All forward-looking statements 
are subject to various risks and uncertainties that could cause actual results to differ materially from expectations. Such risks and 
uncertainties include, but are not limited to, changes in general economic and social environment, business, political and legal
conditions, fluctuating currency exchange rates and interest rates, price and sales risks associated with a market environment in the 
throes of deregulation and subject to intense competition, changes in the price and availability of raw materials, risks associated with 
energy trading (e.g. risks of loss in the case of unexpected, extreme market price fluctuations and credit risks resulting in the event that 
trading partners do not meet their contractual obligations), actions by competitors, application of new or changed accounting standards 
or other government agency regulations, changes in, or the failure to comply with, laws or regulations, particularly those affecting the 
environment and water quality (e.g. introduction of a price regulation system for the use of power grid, creating a regulation agency for 
electricity and gas or introduction of trading in greenhouse gas emissions), changing governmental policies and regulatory actions with 
respect to the acquisition, disposal, depreciation and amortization of assets and facilities, operation and construction of plant facilities, 
production disruption or interruption due to accidents or other unforeseen events, delays in the construction of facilities, the inability to 
obtain or to obtain on acceptable terms necessary regulatory approvals regarding future transactions, the inability to integrate
successfully new companies within the RWE Group to realise synergies from such integration and finally potential liability for remedial 
actions under existing or future environmental regulations and potential liability resulting from pending or future litigation. Any forward-
looking statement speaks only as of the date on which it is made. RWE neither intends to nor assumes any obligation to update these 
forward-looking statements. For additional information regarding risks, investors are referred to RWE’s latest annual report and to other 
most recent reports filed with the Frankfurt Stock Exchange or SIX Swiss Exchange and to information available on the Internet at 
www.rwe.com.
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A good start to 2010

Strong operating performance: EBITDA +16%, operating result +14%, 
recurrent net income +15%

Successful integration of Essent – strong earnings contribution in Q1 2010

With the commissioning of the Lingen CCGT in April the first of our major 
power plant projects has been finished

“Green GECCO” cooperation between RWE Innogy and 26 municipal 
utilities and regional electricity companies

Purchase of 4.8 TWh generation rights from decommissioned Stade
nuclear power station for our Biblis A nuclear plant

Outlook for 2010 confirmed – good prospects for an attractive dividend
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The environment has become more challenging

> Strong political commitment to reduce CO2 emissions but 
failure in Copenhagen

> No clarity on nuclear in Germany

Ambitious but unclear 
regulatory boundary 
conditions

Challenging demand 
outlook

> Unprecedented demand reduction in 2009 versus 2008
> Subdued economic recovery

Increasing volatility
of markets

> Larger price swings in electricity markets due
to higher share of renewables

> Gas wholesale price decoupling from oil-indexed
long-term import contracts

> Impediments for executing new builds
(public resistance, quality deficiencies, lack of incentives
for conventional generation)
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Strong political commitment to achieve ambitious 
climate targets

> NAP 3 framework set for power sector
> Banking opportunity between phase 2 and 3 of EU Emission 

Trading Scheme (EU ETS)

> EU target of 20% CO2 emissions reduction by 2020 strongly 
supported by all member states

> Pioneering role by Germany and UK with national renewable 
energy targets exceeding EU commitment

> Economic and financial considerations are increasingly taken
into consideration when setting regulatory framework conditions

> Copenhagen climate summit without any result

> Thorough analysis of nuclear energy as part of the overall national 
energy plan which is expected for October 2010

> Nuclear energy considered a bridge technology
> Lifetime extension is expected

EU Emission 
Trading Scheme

Climate 
commitments
and renewable 
energy

German nuclear 
legislation
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Our strategy to reduce the impact of CO2
on our P&L in 2013

Certificates to be 
purchased1

Operating Result
2009 – 2013

Offsetting
factors

> Expected higher level of power
and gas wholesale prices

> New build to be commissioned
> Substantial increase in profit from 

renewables and upstream gas & oil
> Stable contribution from Retail and 

Grid Business
> Increased efficiency enhancement 

programme

2009 2010 2011 2012 20132008-12 2013

60 – 70

160 – 170 +100 Organic growth/
High earnings visibility

Small M&A

Essent

CO2 reduction, CDM/JI

in million t p.a.

2013-20

2013 above 2009

1 Excluding Essent; Essent has CO2 emissions of approx. 8 to 10 million tons p.a. 
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Growing number of cancellations increases 
efficiency gap and value of our new-build projects

0
10
20
30
40
50
60
70

0 1 2 3 4 5 6 7 8 9 10 11 12

0

10

20

30

40

50

Current status of new build projects (Germany)

Source: RWE, February 2010

Ramp-up capability of power 
plant portfolio in GW per hour

Max. load swing in 
GW within 12 hours

base load
+

+

+

+

+

+

Flexibility of generation system (Germany)

Load swing 
from 

demand 
and 

renewables

Source: RWE, December 2009

GW

> Rising share of renewables generation
will lead to:
– Increase of load swings in the system
– Price spikes and negative prices due to lack 

of flexibility in current power plant portfolio
– Shut downs of old inefficient and inflexible 

power plants

> The efficiency gap is amplified by increasing 
number of cancellations and delays of 
new-build projects
– Eight large power plant projects with a 

combined capacity of 8.6 GW cancelled in 
the last 12 months

– Local public opposition and quality 
problems cause delays in projects
under construction
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Price volatility keeps increasing in Germany –
opportunities for a flexible portfolio like RWE’s
Growing proportion of renewables leads to higher price volatility. October 2008 to October 2009:
60 hours with negative prices; highest price reached + € 500/MWh, lowest - € 500/MWh

Source: EEX spot prices
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Dramatic changes in the gas market create risks but 
provide opportunities for a well-managed portfolio

> Potential of price differentials between long-term procurement contracts and 
wholesale market prices, with risk of negative gas-to-oil spreads

> Opportunity to manage flexibilities provided in long-term procurement contracts

The old days The new market
> Distributors closed long term contracts:

– Producers aim to cover investment cost

– Linkage to substitute fuels to ensure 
competitiveness of gas

> Distributors have secured supply and 
retained flexibility (weather dependency)

> “Take-or-Pay” of typically 90%

> Customer contracts priced at cost plus

> Hybrid situation:

– long-term oil-indexed gas contracts, and

– liquid markets with fixed price gas trading

> Decoupling of supply and demand:

– managing the gas-to-oil spread

– potential to procure back-to-back
from wholesale market

> Customer contracts increasingly priced
at gas wholesale price level
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Essent further increases robustness of our portfolio –
integration is well underway

Gross synergies

Essent’s stand-alone 
EBIT and EBITDA CAGR

2008 – 2012 of 
approximately 10%

ROCE ≥ 9.5% 
from 2012 onwards

> Increased exposure to
flexible mid-merit portfolio

> Transfer of Eemshaven
project to Essent

> Application of biomass
co-firing expertise to
RWE power plants

Generation
> Integration of RWE’s Dutch 

customer portfolio into 
Essent

> Elimination of parallel client 
service systems

> Cost savings from combined 
marketing and branding 
efforts

Retail

> Joint operation of wind
assets by RWE Innogy

> Streamlining of combined 
development pipeline

> Leveraging of RWE Innogy’s
component framework 
agreements for Essent
projects

Renewables
> Standardisation of trading 

and risk management 
systems

> Central management of gas 
procurement portfolios and 
storage flexibility

Supply & Trading

2010 2011 2012 2013 2014

>€100m
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Continuous investment commitment:
€28 bn capex programme 2010 – 2013

Committed capex
€7.0 bn

p.a.
+/- 10%

Upstream

Renewables

CEE

Netherlands/
Belgium

UK

Germany

German

International

German vs international capex

2010 2011 2012 2013

95% 80%
55% 50%

2010 – 2013
60% of capex will be spent outside
of Germany

Up to half of annual capex remains flexible
in outer years

Other

€2,100m p.a.
~50% Generation
~50% Sales & Distribution

€500m p.a.

€1,000m p.a.

€900m p.a.

€1,400m p.a.

€1,000m p.a.

€100m p.a.
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Focus on low carbon organic growth
and efficiency enhancement

1 Average impact. Depending on depreciation period, operating result lower in early years and higher in later years

18.5

4.5
3.6
0.1
5.7

2.1
2.1
0.9
0.6

2.8
0.9
0.9

Growth and replacement projects
Electricity generation

Hard coal and lignite plants
Gas plants
Pump storage
Renewable projects, thereof
– Wind offshore
– Wind onshore
– Biomass
– Hydro, other

Upstream
Gas midstream
Miscellaneous other smaller projects

€ 28 bnTotal

9.5
4.6

Day to day investments
thereof grid

14.0

4.5

9.5

14.0

0.9 Underlying 
earnings impact 
after finalising 
projects

Operating result1:
+€ 1.4 bn p.a.

EBITDA:
+€ 1.7 bn p.a.

Total capex
2010 – 2013

Growth/up-
grade capex
2010 – 2013

Mainte-
nance

Replace-
ment

Growth

Upgrades 
approx. 
20%
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Diverse new-build programme will enhance flexibility 
and reduce specific CO2 exposure

Adaptability (Ramping range1)
100%50%0%

High

Low
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Smarter

1,270 g/kWh
11 GW
(2009)

Lignite

910 g/kWh
15 GW
(2009)

Hard 
coal

0 g/kWh
2.0 GW

0 g/kWh
2.5 GW 
(2009)

Renewables

480 g/kWh
9 GW
(2009)

Gas

0 g/kWh
6 GW

Nuclear

0 g/kWh
2 GW

Pumped
Storage

950 g/kWh
2.1 GW

740 g/kWh
3.1 GW

350 g/kWh
6.5 GW

75%25%

RWE Portfolio 2009 RWE new builds currently under construction and in operation by 2013

1 GW

Generation portfolio 2009 vs. power plants under construction

1 Δ between min and max load
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Strategy for fossil fired generation: 
growth, higher flexibility, less CO2 emissions
Comparison of ramp capacities
(old and new hard coal / CCGT)

New hard coal-fired 1,600 MW plant –
2 flexible 800 MW units for mid-merit regime

0

200

400

600

800

MW
Hard coal       

Minutes

300 5 10 15 20 25

Source: RWE.

Old New

Max. cap. ~800 MW
Min. cap. ~200 MW
Max. gradient +/- 27 MW/min

Max. cap. ~600 MW
Min. cap. ~420 MW
Max. gradient +/- 8 MW/min

Max. cap. ~875 MW
Min. cap. ~260 MW1

Max. gradient +/- 38 MW/min

Max. cap. ~420 MW
Min. cap. ~168 MW
Max. gradient +/- 10 MW/min

CCGT Old New

New gas-fired 875 MW plant,
> 58% efficiency for peak times 

1 One turbine gets turned off.
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Renewables: RWE Innogy on the way to significant 
carbon-free profits

> Capacity of 4.5 GW in operation or under 
construction by 2012

> Targeted operating result of €500 million
p.a. by 2013

> Risk diversification across geographies, 
technologies and incentive mechanisms

> Value enhancement by addressing 
bottlenecks (e.g. installation vessels,
pellet sourcing)

Ramp-up capacities until 2013

2009 2010 2011 2012 2013

2.6 GW

In operation Under construction

Target capacity: 4.5 GW

of which major offshore wind developments

2010 2011 20132012

Gwynt y Môr

Nordsee Ost

Greater Gabbard 504 MW (50%)

295 MW

Phase 1: 144 MW
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RWE Dea: Defined development projects secure 
future earnings growth

2008 2009 2010 2011 2012 2013 2014 2015

Largest field developments
2011 2012

5.3 mmboeLuno (Norway)

20162010 2013 20152014Production start

Gjøa (Norway)

Reggane (Algeria)
Breagh (UK)
West Nile Delta (Egypt)
(Status as of December 31, 2009)

2.2 mmboe

n/a 2
7.0 mmboe

n/a 1

2016 Target 
production

Ramp-up of gas/oil production > Doubling of gas and oil production by 2015 at 
the latest

> Organic growth through designated 
development projects

> Increasing production volumes leading to 
economies of scale

> Targeted operating result of €900 million p.a. 
in 2013 despite delays in individual projectsGermany

Denmark
UK

Norway

Egypt
Libya

Algeria

Poland

1 Under negotiation     2 Confidential
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Managing CO2: We complement physical measures 
by comprehensive financial optimisation
> Our large low carbon new-build programme as well as our investments in renewables will lead 

to substantial improvement of our CO2 intensity until 2013
> For phase 3 (2013-2020) we aim to reach a “market average” position in terms of our exposure 

to changes in CO2 prices

0.80
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New builds 
and shut 
downs2

Renew-
ables

CDM/JI Portfolio
optimisation

New
builds Renew-

ables Shut
downs/
lower

load factor

Portfolio
optimisation

Market 
average

1

1 Assumes standardised load factors for RWE portfolio including Essent based on commodity price levels and power demand in 2007-2009
2 Conventional new builds currently under construction and agreed plant shut down; assumes nuclear lifetime extension
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Physical measures: New-build projects can reduce 
our CO2 exposure by some 14 % by 2013

0.75t/MWh7 TWh -5 m t p.a.-0.75 t/MWhFossil mix0.00t/MWh2,000 MWRenewables

-25 m t p.a.Total CO2 emissions reduction

-2 m t p.a.-0.16 t/MWh0.75t/MWh11 TWhFossil mix0.59t/MWh11,560 MWEemshaven

AbsoluteRelative

-0.40 t/MWh

-0.40 t/MWh

-0.41 t/MWh

-0.40 t/MWh

>0 t/MWh

-0.40 t/MWh

-0.41 t/MWh -2 m t p.a.0.75t/MWh4 TWhFossil mix0.34t/MWh887 MWLingen

>14% 2Reduction compared to current average yearly emissions of 180 m t p.a.

-2 m t p.a.0.75t/MWh6 TWhFossil mix0.35t/MWh1,304 MWClaus C

-1 m t p.a.0.75t/MWh2 TWhFossil mix0.35t/MWh426 MWMoerdijk

-4 m t p.a.0.75t/MWh10 TWhFossil mix0.34t/MWh2,188 MWPembroke

-3 m t p.a.0.75t/MWh8 TWhFossil mix0.35t/MWh1,650 MWStaythorpe

>0 m t p.a.0.75t/MWh10 TWhFossil mix0.74t/MWh1,528 MWHamm

-6 m t p.a.1.35t/MWh2,160 MWLignite0.95t/MWh2,100 MWBoA Neurath

CO2 reduction
by 2013Shutdowns /

load factor reductionsNew-build projects

1 Assumes 20% biomass co-firing
2 Assumes constant electricity generation output of 220 TWh per annum
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Non-physical measures: Balancing CO2 risks

> Allowance to cover up to 100 million tons via CDM/JI projects
> Secured projects to procure 75 million tons of CO2 (44 million tons of CO2

adjusted for project risks)
> Average achieved project price below current market price for Certified Emission 

Reductions (CERs)

CDM/JI

Portfolio 
optimisation

> Swap of generation assets to improve fuel and load mix:
– e.g. swap of lignite/hard coal capacity against hydro 

capacity

> Long-term supply contracts with full transfer of CO2 position:
– 2013 – 2020 lignite based supply contract (264 MW)
– 2013 – 2037 lignite based supply contract (110 MW)

> Building of position in CO2 certificates (EUAs) to support
our move towards market average CO2 exposure in next 
compliance period (2013 – 2020)

Asset swaps

Long term 
supply 
contracts

Procurement 
of CO2
certificates
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Prepared for post-Kyoto: Our generation portfolio
is set to be 75 % “zero or low carbon” by 2025

Output 2025

Renewables
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Output 2009

Lignite &
hard coal

Renewables

Gas

Pump storage, other

Nuclear

Lignite & 
hard coal

Renewables

Gas

Pump storage, other

Nuclear

Lignite &
hard coal

Gas

Renewables

Nuclear

Pump storage, other

Lignite & 
hard coal

Gas Nuclear

Pump storage, other

75%
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Maximising commercial value through asset 
optimisation of generation capabilities

Asset
Optimisation

Forward
Selling

> Optimise commercial 
availability of plants 

> Maximise efficiencies and 
minimise cost

> Position gradually 
transferred to RWE Supply 
& Trading

> Overall hedge 
strategy and 
policy

> Integrated optimisation of power plant 
flexibility

> Asset-backed trading team working 
alongside proprietary desks

> Daily “make or buy” decision 
depending on spot prices and spreads

T-3 years T-1 year
“Fully hedged”

T-0
“Real time”

RWE AG Asset companies RWE Supply & Trading
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Forward selling: Prudent hedging secures 
predictable returns of our generation fleet
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01.07.2007 01.01.2008 01.07.2008 01.01.2009 01.07.2009 01.01.2010 01.07.2010 01.01.2011

> 50% sold> 50% sold> 20% sold> 20% sold > 70% sold> 70% sold

(average realised price for forward 2008: €58/MWh, for forward 2009: €70/MWh)         1 Forward selling as of 01.05.2010; price data as of 07.05.2010

> 10% sold> 10% sold > 40% sold> 40% sold > 90% sold> 90% sold> 60% sold> 60% sold > 90% sold> 90% sold

> 25% sold> 25% sold> 10% sold> 10% sold > 30% sold> 30% sold
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> 80% sold> 80% sold

> 30% sold> 30% sold
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Asset optimisation: Realising a premium
to the forward price

RWE sold forward Q1 2010 power generation
from hard coal units in Q2 2008

Now, in Q1 2010 the prices
of power and fuels have changed

In this example RWE would opt for “buying instead of making”

+10€/MWhLocked-in Clean Dark Spread

20€/MWhCO2 costs locked in at 

40€/MWhHard coal costs locked in at 

70€/MWhPower sold forward at 

-5€/MWhSpot Clean Dark Spread
(power plant is out of the money)

15€/MWhCO2 costs

30€/MWhHard coal costs

40€/MWhPower price

An illustrative example

As the generation fleet margin has already been secured via forward selling, we can 
decide every day if we produce the contracted power at the locked-in spread or buy 
the power in the market instead

+15€/MWh Realised Clean Dark Spread

-5€/MWh lossCO2 bought at 20€/MWh is sold at 15€/MWh

-10€/MWh lossHard coal bought at 40€/MWh is sold at 30€/MWh

+30€/MWh profitPower sold forward at 70€/MWh is covered by power bought today at 40€/MWh 
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RWE’s gas procurement portfolio is only partly 
exposed to the gas-to-oil spread

> Our gas procurement portfolio is solely managed by RWE Supply & Trading

> ~54% or 27 bcm of overall gas procurement based on long-term oil-indexed purchase 
contracts

– thereof ~16 bcm carry a gas-to-oil spread exposure which is actively managed

Long-term oil indexed purchase contracts (take-or-pay)

TTF

31% Russia

31% Norway

16% Germany

22% The Netherlands

NBP

Own production

approx.
50 bcm

p.a.
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Price
revisions

We optimise our gas portfolio in a similar way to 
power generation

Asset
Optimisation

Forward
Selling

> Regular price
revisions are 
included in most 
long-term contracts

> In some contracts, 
additional “Joker”
price revisions can 
be triggered in 
case of exceptional 
price differentials

> Locking in spreads by selling the gas 
on the wholesale market and buying 
an oil swap depending on market 
liquidity

> Optimising of contract flexibility:
– Minimum and maximum volumes

per hour, day, year, etc.
– Carry forward/Make-up:

moving volumes from one
contract year to another

– Delivery point with option
to swap location

> Use capacity of long- and short-term 
storage capacities

T-3 years T-0
“Real time”
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Price revisions and market liquidity determine
forward-selling strategy

Potential development of gas-to-oil spread between price revisions

> A certain amount (~90%) of the long-term contracts is take-or-pay, which represents a gas-to-oil 
spread position (comparable to a coal plant which represents a power to coal spread position)

> Depending on market liquidity, we can hedge the spread position over a certain time period until 
the next price revision date (blue arrow) by selling forward the gas and buying an oil swap

> Once fully hedged we are not exposed to further changes in the gas-to-oil spread anymore, but 
continue to optimise our position

Illustrative

Long term contract price lower than relevant benchmark

∆ LTC vs. relevant benchmark
(gas-to-oil spread)

3 6 9 12 15 180 years

Hedge period of take-or-pay spread 
position (shading indicates increasing 
hedge position)

Price revision (e.g. after 3 years):
assumption that afterwards
LTC price ~ relevant benchmark price

Long term contract price higher than relevant benchmark
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Asset optimisation: We can defer volumes to later 
years via “make-up” gas
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Make-up gas in 2009
Off-take of 2010 make-up gas

Monthly
off-take
(in units)

2009 2010

The LTC gas off-take is 
lowered and delivery is 

covered by cheaper spot gas.

The “make-up” gas is deferred 
to the next year and sold at 

next year’s forward price

LTC = long-term contract

Illustrative
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Outlook for 2010

ca. 7.0

Payout ratio 50% – 60%1

+ ca. 5%

+ ca. 5%

+ 5 – 10%

2010
forecast

3.50Dividend €

7,090Operating result

9,165EBITDA

5.9Capex on fixed assets €bn

3,532Recurrent net income

2009
€ million

1 Based on recurrent net income
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Mid-term outlook: Major assumptions

The mid-term guidance for 2012 and for 2013 is based on the following
assumptions as well as the nuclear phase out according to current legislation.

0.85

1.40

>25

>80

<20

>60

2012

>25Gas prices (NBP and TTF) (€/MWh)

0.85f/x rate €/GBP

>80Oil price ($/bbl)

1.40

20 – 30

>60

2013

Carbon costs (€/t CO2)

Average realised German electricity price (€/MWh)

f/x rate €/$
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Mid-term outlook:
Update on last year’s guidance for 2012 versus 2008

CAGR in the order of + 10%

CAGR + 5 - 10%

February 2009
forecast 2012
versus 20081

3,367

6,826

2008
reported
€ million

CAGR + ca. 5%

CAGR + ca. 5%

February 2010
forecast 2012
versus 20081

Operating result

Recurrent net income

Reasons for lower earnings expectations
> Project delays:

– Power plant projects
(e.g. BoA 2/3 Neurath, Hamm)

– Development of gas/oil fields at RWE Dea

> Commodity price assumptions
– Lower gas and electricity margins
– Tighter generation spreads

1 Excluding Essent



31

Mid-term outlook:
Outlook for 2013 and dividend target

Dividend target 2010 – 2013

3.50

3,532

7,090

9,165

2009
reported
€ million

Payout ratio 50% – 60%1

with goal to at least match
the previous year’s dividend

for each fiscal year from 2010 to 2013

above 2009

above 2009

above 2009

2013
forecast

versus 2009

Dividend €

Operating result

EBITDA

Recurrent net income

1 Based on recurrent net income.
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Always be informed about RWE…
To be always updated, please have a look at our webpage www.rwe.com/investorrelations

> Calendar
http://www.rwe.com/web/cms/en/110614/rwe/investor-relations/calendar/

> Annual and Interim Reports
http://www.rwe.com/web/cms/en/110822/rwe/investor-relations/financial-reports/

> Fact book (220 pages on our company and its divisions)
http://www.rwe.com/web/cms/en/114404/rwe/investor-relations/events-presentations/factbook/

> Furthermore you can find more Fact book specials under the above link:
> Prospective Impact of economic downturn on electricity demand in Europe
> Incentive Regulation
> Power Generation in Europe
> Renewable Energy
> RWE Dea

> RWE as seen by analysts (overview of latest analyst earnings estimates)
http://www.rwe.com/web/cms/en/109506/rwe/investor-relations/shares/rwe-as-seen-by-analysts/

> RWE bonds as seen by analysts (overview of latest analyst ratings)
http://www.rwe.com/web/cms/en/113984/rwe/investor-relations/bonds/credit-analysts-who-follow-rwe/


