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Directors’ report

During the year under review one new bond has been issued for a total nominal amount of

USD 250,000 000 One bond in the amount of GBP 500 000.000 has been repaid Furthermore the
exchange rate for GBP-EUR increased from 1 126 in 2009 to 1 162 at year end 2010

As a result the balance sheet total decreased from EUR 16 258 887,000 to EUR 15 887,544 000
and the net result increased with 5.7% to EUR 2.580.000.

During the year RWE Finance B.V. (the "Company”) paid an interim dividend in amount of EUR
2,500 C00.

In 201t EUR 1.500 million is due and nas to be repaid. During 2012 EUR 1.808 miition is due and
during 2013 EUR 1,600 million, GBP 830 milion and USD 250 million is due. No refinancing 18
pianned.

All bonds have beean issued under guarantee of RWE AG.

By way of a shareholder’s resolution dated 15 April 2010 the resignation of Mr. H Morelisse was
accepted with effect from 31 March 201C. In the same resolution Mr. A. Blok was apponted
managing director with effect from 1 May 2010

The Company intends to continue its operations as an inter group finance company for the
foresesable future

Risk management and use of financiai instruments

As the proceeds of all the bonds are cne on one lent to the parent company RWE AG and RWE
Benelux Holding B.V., a 100% group company, the ability of the company to meet its ebligations
under the bonds depends upon the payment of the principal and interest due from the parent
company No liquidity risk 1s present, due to the fact that the maturity mismatch between the assets
and labiiities is imited to the equity of the company. The interest rate on the loans, which were
Issued to the parent company before 2008, 1s 0.0237% higher than the interest rate on the relating
bonds. The lcans issued in 2008 and thereafter have an interest rate of 0.0225% higher than the
interest rate on the refating bonds. We furthermore refer to the disclosures in paragraph 4 af the
notes

Currency risk

The company's currency exposure mainly relates to positions and future transactions in British
Pounds However as the bonds issued in foreign currencies have been one on ong used to finance
the loans to group companies a natural hedge has been obtained and therefore currency risk is
eliminated

Interest rate risk

The company s exposure to interest rate nsk on nterest-beanng receivables ana interest-beanng
whg-term and current Habilities is limited as the bonds and ieans issued all have fixed interest rates
The spread on loans amounts to 0.6237% for loans issued pefore 2008 and 0 0225% for icans
issued thereafter
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Credit risk

The loans to group companies have been granted to RWE AG and RWE Benelux Holding 8 V.,
being a 100% group company. RWE AG has a good solvency and a rating A outlcok negative
{S&P)

Responsibility Statement

"The Managing Directors of the Company hereby declare that to the best of ther knowledge and in
accordance with the applicable reporting principies for the financial reporting . the financial
statements for the year ending 31 December 2010 give a true and fair view of the assets, liabilites,
firancial position and profit and loss of the Company and that the Director's report referred to above
gives a true and fair view concerning the position as per the balance sheet date, the development
and performance of the business during the financial year of the Company together with a
descriplion of the principal risks that i faces”

‘s-Hertogenbosch, the Netherlands, 10 March 2011

The managing directors,

M.E G. Cognen M R.+.B. Hocgeweegen

A Blok R. Ton

PrcewaterhouseCoopers Accountants M
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Balance sheet

{before appropriation of resuit)

Ref, 31 December 2010

31 December 2009

EUR'OQ0C EUR'000
Assels

Non-current assets

EUR0GD EUR'000

Financial assets 6.1 13,941,224 15,112,885
Current assets
Receivables 52 2037616 1,137 829
Cash and cash equivaients 53 8 754 8,173
2048370 1,146,002
15,987 594 16,258,887
Equity and liabilities
Equity attributable to equity
holders of the parent 54
Share capial 2,000 2.000
Retained earnings 5,249 5308
Profit for the year 2,580 2.441
9829 G749
Non-current liabilities 58 13,941,224 15 112 885
Current liabilities 5.6 2,036 541 1136,253
15,987 594 16.258 887
PricewatsrnoussCoopers Accountants NV
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Income statement

Ref, 2010 2009

EUR0CO EUR'Q0C EUR0GO EUR0O0

Finance costs

: Interest income 61 893,720 796.957

Interest expenses 62 (889,968} (793.611)
Gross margin on interest 3,762 3,346
General and administrative
expenses 6.3 (221} (2753
Operating income 3,531 3,071
Income tax expense 6.4 (951 (630}
Net result after taxation 2,580 2.441

FricewaterniouseCoopers AcCountants .
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Cash flow statement

Cash flows from operating activities
Cash generated from operations:
Interast received

Interest paid

Expenses paid

Income tax expense

Net cash from operating activities

Cash flows from investment activities
Cash flows from financing activities
tssuance of long-term bonds

issuance of long-term loans

Repayment of long-term bonds
Repayment of long-term loans
Dividends paid

Net cash used in financing activities

Net cash flows

Exchange and translation differences on cash and cash equivalents
Net increase/(decrease} in cash and cash equivalents

Cash and cash equivalents

Opening balance

Closing balance

Net increase/(decrease) in cash and cash equivalents

2010 2009
FURDO0 EURQ0C
888.652 537 445
(BE4 B91) (535 128)
(127 (266)
(585) (243)
3,049 1.808
182 962 6,245 405
(TBZ 961 (6,245.405)
{605 181 -
B05 181 -
{7 500} {3,000)
i2 500) {3.000)
542 (1,192)

32 -

5e1 11.192)
173 9 3685
8754 8173
581 (1,192)

Prfcgwatermuse(}oopers Agcouniants &y
For identification purposes only
=, .

RWE Finance B.V., 's-Hertogenbosch E—-Q

pwe



Notes to the financial statements

1 General

1.1 Activities
The activities of RWE Finance B.V. are to facilitate the financing of RWE AG and group companes
1.2 Group structure

RWE Finance B V., incorporated on 14 February 2001, is a private limited lability company

As per 27 September 2010 the statutory seat of the company has changed from Hoofddorp to 's-
Herlogenbosch. the Netherlands.

The parent company of RWE Finance BV, is RWE AG in Essen, Germany. The financial
statements of RWE Finance BV, are inciuded in the consolidaied financial statements of RWE AG

1.3 Accounting policies

The financial statements have been preparad In accordance with the statutory provisions of Part 9,
Book 2 of the Netherlands Civil Code and the firm proncuncements in the Guidelines for Annual
Reporting i the Netherlands as 1ssued by the Dutch Accounting Standards Board

14 Notes to the cash flow statement

The cash flow statement has been prepared applying the direct method The cash and cash
equivalents in the cash flow statement comprise the balance sheet item cash at banks

Cash flows In foreign currencies have heen translated at estimated average exchange rates
Exchange differences affecting cash items are shown separately in the cash flow statement
Receipts and payments of interest and corporate income tax are included in the cash flow from
operating activities. Dividends paid have been inciuded in the cash flow from financing activities

15 Estimates

The preparation of financial statements in conformity with the relevant rules requires the use of
certan critical accounting estimates |t alse requires management to exercise its judgementn the
process of applying the Group's accounting policies. 1f necessary for the purposes of providing the
view required under Section 362{1), Book 2. of the Netherlands Civit Code, the nature of these
estmates and judgments. including the rejatec assumptions, s disclosed i the nates to the
financial statement dems In guestion

FJricgwaterhouseCoopefs Accounianis My
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2 Accounting policies for the balance sheet

2.1 General

In general, assets and liabilities are stated at the amounts at which they were acquired of incurred.
The balance sheet and income statement include references to the notes The financial statements
are expressed in EUR'000.

22 Foreign currencies

Transactions, receivables and payables
Transactions denominated in foreign currencies during the reporting period are recognised in the
financial statements at the exchange rate rufing at the transaction date.

Monetary assets and liabiiities dencminated in toreign currencies are transiated at the rate ¢f
exchange prevailing at the balance sheet date. Exchange differences resulting from settlement and
transiation are charged or credited o the income statement.

2.3 Financial assets

Loans fo group companies
Loans to group companies included n financial assets are stated at amortised cost.

Deferred premiums and discounts on loans to group companies are amortised over the term of the
loans. The deferred part of the prem:ums and discounts is included under the receivables and
current liabilities

The interest rate charged on ioans to group companies has been set in conformity with the tax
ruling obtained from the local tax authorities

2.4 Receivables

Trade recewvables are recognised initially at fair value and subsequently measured at amaontised
cost If payment of the receivable 1s postponed under an extended payment deadiing. farr value 1s
measured on the basis of the discounted value of the expected revenues YWhen a trade recewable
2 not cellectinle Uis written off against the allowance account for trade receivables

25 Cash and cash equivalents

Cash and cash equivalents consist of cash at banks and deposits with a maturity of less than twelve
monihs. Current account liabilities at banks are recognised under bank overdrafts forming part of
current liabilities

PricewaterhauseCoapers Accountanis N v/
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2.6 Non-current fiabilities

Bonds inciuded in non-current liabilities are stated at amortised cost.

Deferred premiums and discounts or bonds are amortised over the term of the bonds. The deferred
part of the premiums and discounts is included under the receivables and current habiyities

3 Accounting policies for the income statement

31 General

Resuits on transactions are recognised in the year in which they are realised; losses are accrued as
soon as they are foreseeable.

3.2 Foreign currencies

Exchange differences resuliting from settlement and transiation are charged or credited to the
income statement.

33 General and administrative expenses

General and administrative expenses include the expenses of the board of directors and the
administralion services outscurced to Deutsche international Trust Company N W

3.4 Interest income and éxperise

Income from financing activities is determinad as interest income received from nter-company
financing activities. Interest income and expense are time apportioned.

35 Taxation

Corparate income tax is calcuiated on the profitiloss before taxation in the income statement taking
into account tax-exempt items and non-deductible expenses, and using current tax rates.

36 Deferred income tax assets and liabilities

Deferred income tax assets and liabilities are recognised to provide for temporary differences
between the lax bases of assets and tiabilities, and ther carrying ameunts in the financal
statements. Deferred income {ax 18 delermined using tax rates that have been enacted or
substantially enacted by the balance shee! date and are expected to apply when the related
deferred mcome tax asset is realised ar the deferred income tax liability 1s settied

Ceferred income taxes are recognised al face value,

PricewaterhouseCoopers Accountants N.v
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4 Financial instruments

41 Market risk

Currency risk
The company’s currency exposure mainly relates to positions and future transactions in British
Pounds. However, as the bonds issued in foreign currencies have been one on one used 1o finance
the lcans to group companies a natural hedge has been obtained and therefore currency risk is
eliminated.

Price risk
The company's price risk is limited as the bonds issued by the company have been one on one
used to finance the loans to group companies. As a result a natural hedge has teen obtained.

4.2 Interest rate risk

The company's exposure to interest rate risk on interest-bearing receivables and interest-bearing
long-term and current liabilities is limited as the bonds and loans issued all have fixed interest rates
The soread on loans amounts to 0.0237% for loans issued before 2008 and 0.0225% for loans
issued thereafter

4.3 Credit risk
The loans to group companies have peen granted to RWE AG and RWE Benelux Holding BV .
being a 100% group company. RWE AG has a goed solvency and a rating A cuticok negative

(S&P).

We furthermaore refer to paragraph 5 1 of the notes to these financial statements

PricewaterhouseCoopers Accountania Ny
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5 Notes to the balance sheet

51 Financial assets

Thig item concerns loans to group companies and i1s specified as follows:

2010 2009

EUR'QOO EUR'0CC

1 January
Boak value 15.112.885 8,262,492

Movements financial year

Loans issued 182 982 6,245,405
Exchangs differences 145,377 167 988

Short-term loans transferred to receivables (1.500.000)

{563.000)
(1.171.861) 5,850,393

31 December
Book value 13,941 224 15.112.885

The loans are to be repaid in the pericd between 2012 and 2039. During the year under review only
one new loan has been issued for a total amount of USD 250,000,000. The loans which are to be
repaid between 1 January 2012 and 31 December 2015 amount to EUR £,257 018 CO0 (EUR

5 338.000,000 anc GBP 630,000,000 and USD 258,000,000). One loan for an amount of EUR
1.500 million will be repaid during 2011,

Currency
The nominal amounl of the leans to the parent company consists of nine loans contracted in EUR
amounting t¢ EUR 8,843.000,000 and nine loans to the parent company contracted in GBP o a
total amount of GBP 3,947,500.000 (EUR 4 586 127.000) and one loan to the parent company
contracted in USD 1o a total amount of USD 250,000, 000, Furthermore three loans for a total
amount of EUR 3,825 000 000 have been lent on to RWE Benelux Holding BV | a 100% group
company.

interest
The interest rates are fixed and vary as follows’

L.oan Amount Interest rate
EUR 10 668 .000.000 2.8228% - B.B4TEY
GBP 2.947 500,000 5.8225% - 5 8237%
usnD 250.000.000 2.0225%

PricewaterhiouseCoopers Accountants w4 -
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52 Receivables

31 December 2009

Total Term Total Term
> 1 year > 1 year

EUR'00C EUR000 EUR'00 EURQ00

Short-term part of group joans 1.500,000 - 563.000 -

interest receivable from group

companies 428795 - 443 904 -

Deferred premiums and discounts 108 821 86,799 130,585 107.845

Prepayments - - 340 -
2,037618 86,799 1,137 829 107,645

Prepayments concern payments on a preliminary corporation tax assessmeant for ihe year 2009
This assessment was based on an estimate which turns out {0 be higher than the final profit as
realised.

53 Cash and cash equivalents

The cash and cash equivalents are at the free disposal of the company.

2010 2008

EURCO0 EUR'C00

Current account group companies 8731 8 156
i Cash 2y 17
Total cash and cash equivaients & 754 8173

! At year-end the deposit with the parent company ameunted to EUR 8.730.382 (2009 EUR 81585724}
The deposit matures at 27 January 2011 and bears interest at 0 76% (2009 0 453%)

54 Equity altributable to equity holders of the parent

Share capital
Tre authorised share capital as at 31 December 2010 amounts to EUR 10,000 500 of wiueh 20,000
shares ot FUR 100 each have been issued and fully paid up The breakdown of 1he share capital
can be specihed as follows:

PricewaternouseCoopers Accountante ~i
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1 January

Issued and fully paid-up
Movements financial year
Additionally paid-in capital

31 December
Issued and fully paid-up

Retained earnings

Balance as at 1 January
Additions from profit orevious year
Dividends paid

Balance as at 31 December

Profit for the year

Balance as at 1 January
Frofit for the financial year

Balance as at 31 December

RWE Finance B.V.,, 's-Hertogenbosch

2010

2009

Shares Share capital Shares Share capital
EUR'C00 EURD00
20,000 2.000 20.000 2.000
20.000 2.000 20,000 2.000
2010 2009
EUR'000 EUR'0Q0
£.308 $5.709
2.441 1,599
{2 500} {3.000)
5249 5,308
2010 2009
EUR000 EUR 000
2,580 2441
2.580 2,44
Pricewa:erhcuseCoopers Accoumtants & -
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55 Non-current liabilities

This itemn relates to the issued bonds and is specified as follows:

1 January
Book value

Movements financial year
Bonds issued
Exchange cifferences

Short-term pant of bonds iransferred o current liabilities

31 December
Book value

The bonds are to be repaid in the period between 2012 and 2039, Repayment of the principals of
the bonds is guaranteed by RWE AG. In 2011 EUR 1,600,000,000 has ‘o be repaid. During the year
under review one new bond has been issued for a total amount of USD 250 000 400,

The bonds which are to be repaid between 1 January 2012 and 31 December 2015 amount to
EUR 6.267 018,000 {EUR 5,338,000 000, GBP 630,000,000 and USD 250 000 000}

Currency

The nominal amount of the bonds consists of eleven bends contracted in EUR amounting to
EUR 10,668,000,000 and eight bonds contracted in GBP to a total amount of GBP 3 847 500.000

15 112,885

EUR'000

§ 262 492

6,245,405
167,988
(563.000)

5850383

16,112,885

{EUR 4.588,127.000) and USD 250,000,000 (EUR 187.097.000)

interest

The interest rates are fixed and vary as follows:

interest rate

Bond Amount
EUR 10 668 000,000
GBR 3,947 500,000
UsED 250,000,000

RWE Finance B V. ‘s-Hertogenbosch

2.80% -8 625%

5 5% - 8.50%

2%

PricewaterhouseCoopers Accountants N v
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56 Current liabilities

Short-term part of bonds

tnterest payatle

Corporate income tax

Accrued liabilities

Deferred tax iiabllity

Deferred premiums and discounts

Deferred tax hability

At 1 January 2010
Added

Maovements

At 31 December 2010

31 December 2010

31 December 2009

Total Term Total Term
> 1 year > 1 year
EUR'000 EUR'000 EUR'COO EUR'000
1,600,000 563,000 -
427,033 4472 101 .
88 - -
142 48 .
457 395 519 457
108.821 86,799 130,585 107 845
2,036,541 87,154 1136.253 108,302
EUR'D00
519
519
62
457

During 2011 EUR £2,188 will be amortized to the Profit and Loss account.

Financial instruments

Financial instruments valued at cost
The table below shows financial instrurments whose markel value differs from cost.

Frinancial 88sets
Loans to group companies

Nen-current iabilities
Bonds issued

31 December 2010

31 December 2009

Market vailue Book value Market value
EUR Q00 EURQO0 EURCOND

17 340,270 14 447 224 17,514 248
17.002.187 15 441,224 17,105 845

PricewaterhouseCoopers Accountants N
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Financial assets

The market value of the loans to group companies is EUR 17,340,270 {2009 EUR 17.514 296},
The market value of the loans to group companies is higher than the book vaiue because they carry
interest at a rate that is higher than the market rate,

Non-current liabitities

The market value of the bonds issued is EUR 17,002,187 (2009 EUR 17,109 245}

6 Notes to the income statement

6.1 Interest income

Interest income group companies
Release deferred premiums and discounts

62 Interest expenses

[ntarest expenses bonds issued
Release deferred premiums and discounts

RWE Finance B.V., 's-Hertogenbosch

2010 2009
 EURD00 EURDOD
B70.483 777124
23237 19,833
693720 795957
2010 2009
EURDOD  EUROOD
586,731 773,778
23237 18,833
 essees  Te3stt

PricewaterhouseCoopers Accountants & v
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63 General and administrative expenses

2010 2008

EUR'000 EUR'000

Advisory fees 123 131
Wages and salaries 4 10
Management! and administrative expenses 80 19
Other 14 15
221 278

The remuneration of the board of directors including pensions during 2010 was EUR 4,300

(2008: EUR 10€.000j.

PricewaterhouseCoopers Accountants N.V. was appomted as auditor of the financial statements of
the Company. The composition of the fees paid to the auditor, as included in advisory fees 18 as

follows
2010 2009
 EURDOC  EUR'O0D
Audit of the Financial Statements 23 27
Professionai services Debt Issuance “rogram 27 79
Total audit fees #SE) o 106
64 income tax expense
2010 2009
EUROOD  EURO0O
Result before taxation 3531 3,072
Total permanent and timing differences -
Taxable amount 3531 3,07;
Income tax charge 5951 530
EHactive tax rate 28 b 20.8%;
tre average effective tax rate amounts to 26 9%.
FricewaterhcuseCoopers AcCountants ™y s
For identification ourposes only
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The statutory rate is 25.5% for the year 2010. The difference with the effective tax rate is caused by
a correction payment for the year 2009 and a deferrat of early redemption fines.

£5 Employees

During 2010 and 2009 an average of two employees were employed by the company.

56 Related parties

All legal entities that can be controlled, jointly controlled or significantly influenced are considered 1o
be a related party Also, entities which can control the company are considered a related party In
addition, statutory directors, other key management of RWE Finance B V. or the ultimate parent
company and ciose reiatives are regarded as related parties

The parent company RWE AG and RWE Benelux Holding B.V. qualify as related parttes We also
refer to the notes 5.1, 52 and 5.3

Transactions carried out by the company with related parties are all based on arm's length terms
and conditions.

The related party positions within the balance sheet as at 31 December can be specified as follows

2010 2009

EUR0OCC EUR'D00

Loans incluging deferred premium and discount 15389595 15632979
interest receivable on the above loans 428,785 443 904
Deposit B.731 8,156
Total related parties in the balance sheet 15,837 121 18 085,035

The related party positions within the income statement for the year 31 December can be specified
as follows

2010 2009
EURDGO EURCO0
interest on loans 870422 777 006
Amortisation premuum and discount 23237 19838
interest on deposit 51 148
Total retated parties in the income statenent J36 957
S"‘C?"Jate’”c”@ecoopers Accountams N v
RWE Finance B.V., ‘'s-Hertogenbosch ror identification purposes oniy 20

pwe



!
1
i
i
i
1
;
i
|
i
i
H
i

Board of directors.

ME G Coenen

A. Blok

RWE Finance B.V.. 's-Hertogenbosch

‘s-Hertogenbosch, the Netherlands, XX March 2010

MR HEB Hoogeweegen

R. Ton
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Other information

RWE Finance B V., ‘s-Hertogenbosch
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Proposed profit appropriation

According to article 27 of the Articles of Association the profit for the year is at the free disposal of
the General Meefing of Shareholders.

During the year the Company paid interim dwvidends to a total amount of EUR 2 500.000
The company will not advise the shareholder ta pay a final dividend

Events after the balance sheet date

No events afier the balance sheet date occurred, which should be included in these accounts

PricewaterhouseCoopers Accountants .
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Auditors’' report

RWE Finance B.V. 's-Hertogenbosch
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Independent auditor’s report

To: the General Meeting of Shareholders of RWE Finance 8.V,

Report on the financial statements

We have audited the accompanying financial statements 2010 of RWFE Finance BV, 's-Hertogenbosch,
as set out on pages 5 to 21, which comprise the balance slicel as at 31 December 2010, the profit and
lass account for the vear then ended and the notes, comprising a summary of secounting palicies and
other explanatory information.

Board of directors’ responsihility

‘The board of directors is responsible for the preparation and fair presentation of these financial
staternents and for the preparation of the directors’ report, both in accordance with Part g of Book u of
the Duteh Civil Code. Furthermaore, the board of directors is responsible for such internal control as it
determines is necessary to enable the preparation of the financial statements that are free from
material misstatement, whether due to fraud or crror.

Auditor’s responsibility

Our responsibility is to express an cpinion on these financial statements based on our sudit, We
conducted our gudit in accordance with Dutch law, inciuding the Duteh Standards on Andiring. This
requires that we comply with ethical requirements and plan and perform the sudit to ubtain
reasonable assurance about whether the financial stateiments are free from material misstatement.

Anaudit invelves performing pracedures to obtain audit evidence about the wimounts and disclosures
in the financial statements. The procedures selected depend on the auditors judgment, including the
assessment of the risks of material misstatement of the finaneial statements, whether due to fraud or
crror, In making those risk assessments, the auditor considers internal controd relevant to the
company’s preparation and fair presentation of the (nancial staternents in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the etfectiveness of the company’s internal controf. An andit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of acceunting estimates made by
the board of directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis tor
cur audit opiion,

FricewaterhouseCoopers Accountants N V., Fascinatio Roulevard 350, 3065 Wi Rotterdam, PO oy 8o,
gu0a AV Botterdam, The Netherfaneds
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Opinion

In our opinion, the financial statements give a true and tair view of the tinancial position of

RWE Finance B.V. as at 31 December 2010, and of its result for the year then ended in accordance with
Part 9 of Book 2 of the Dutch Civil Code.

Report on other legal and regulatory requirements

Pursuant to the legal requirement under Section 2:393 sub 5 at e and f of the Pateh Civil Code, we
have no deficiencies to report as a result of our examination whether the dirvetors’ report, to the extent
we can assess, has been prepared in accordance with Part 9 of Book 2 of this Code, and whether the
information as required under Section 2:392 sub 1 at b-h has been annexed. Further we report that the
directors’ report, to the extent we can assess, is consistent with the financial statements as required by
Section 2:5391 sub g of the Dutch Civil Code.

Rotlerdam, 10 March 2011
PricewaterhouseCoopers Accountants NV,

Original has been signed by F.J. van Groenestein Ra
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