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Comparing wood: visit to Essent’s Amercentrale biomass co-firing plant

= RWE recently hosted a trip to Essent’s Amer biomass co-firing
. . . . Sh i €,8J 56.26
plant in the Netherlands. Essent reiterated its 2012 earnings Market cap. € nﬂn;mﬁﬂzi 30,020
. . EV (€ mil; 8 June) 64,274
gmdance of +10% pa EBITDA / EBIT gI’OWth (excludlng Shares outstanding  (m; Q1/10) 534
A A ) Net debt : EBITDA (x; 12/09) 2.8
synergies and PPA) and raised its 2013 synergy target from EVIMW € r(r;/ilg iggg; L3
€100m to €135m. RWE reported that the integration has gone ROA (%; 12/09) 38
Free float (%; 12/09) 79
well and Essent is performing ahead of RWE’s expectations.
. . . . PIE (X; 12/10 E) 7.8
® Essent is the market leader in the Netherlands in co-firing (X; 12/11 E) 7.5
P/CF (X; 12/10 E) 4.7
. . ; H X; 12/11 E 4.4
biomass. We estimate the current cost premium (adjusted for CVEBITOA EX; o Eg ad
carbon) of Essent’s existing biomass co-firing plants to be o | (X(Xlzﬁ}ogg >
around €30/MWh, however new, more efficient plants to be Dividend yield (% 12/10E) 64
L. . . . Website http://www.rwe.com
commissioned in 2013 could reduce this premium to around
€25/MWh. With a far smaller cost premium than onshore
(~€40/MWh) and offshore wind (~€80/MWh), we expect a new
subsidy scheme to support further biomass co-firing.
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of €3 per share from an 8-year nuclear lifetime extension and
€5/MWh levy. The recent proposal of a €2.3bn per annum
“windfall” nuclear levy would equate to €16/MWh, which on an
8-year extension would reduce our fair value estimate to €59 per
share. We do not expect clarity on the extension issue until
October. In Germany we continue to prefer RWE (Outperform,
2) to E.ON (Hold, 3) and in the European utilities sector we see
better valuation upside and visibility with Enel (Buy, 1).
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Source: Compiled by Daiwa CM Europe.

Income Summary (€ mil; yly)

Year to Sales EBITDA EBIT Net income EPS(€) CFPS(€) DPS(€)

12/09 47,145 -4% 9,165 4% 7,090 4% 3,532 5% 6.6 9.6 35
12/10 E 52,110 11% 10,019 9% 7,457 5% 3,835 9% 7.2 11.9 3.6
12/11 E 53,893 3% 10,837 8% 7,926 6% 3,990 4% 7.5 12.9 3.8
12/10 PE 52,110 11% 10,109 10% 7,592 7% 3,923 11% 7.4 12.0 3.7
12/11 PE 53,893 3% 10,931 8% 8,105 7% 4,109 5% 7.7 13.0 3.9

Income Summary, Market Data & Investment Indicators are adjusted figures E: Daiwa CM Europe estimates.

% FOR IMPORTANT COMPANY DISCLOSURE INFORMATION, PLEASE GO TO
http:/Mww?2.us.daiwacm.com
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Amercentrale biomass co-firing and CHP plant

Over the past ten years Essent has invested over €130m in biomass-related
investments and in 2009 produced 1.7 TWh from biomass co-firing generation,
saving the equivalent of 1.2m tonnes of CO2.

Its leading biomass facility is at Amercentrale, a 1,180 MW hard coal-fired power
plant (with additional 300 MW of district heating capacity). The plant operates at
40% electrical efficiency for its power output, rising to 60% total efficiency during
the winter as a result of the district heating output. Both units at Amer have had
FGD and SCR fitted and can therefore operate beyond 2015 (although the LCPD
deadline may well slip).

Whilst historically 10% co-firing was seen as a stretching target for biomass,
Essent currently co-fires (by mass) around 20% of Amer 8 (580 MW
commissioned in 1980) and 35% of unit 9 (600 MW commissioned in 1993). In
addition Amer unit 9 also has a 33 MW wood gasifier utilising demolition wood.

Essent produced around 1.7TWh of power from co-firing bio-mass in 2009, up
from 1.3 TWh in 2008. Whilst this represented around 10% of Essent’s total 2009
generation, we estimate the EBIT contribution from co-firing biomass accounted
for around 20% of Essent’s generation EBIT (or an estimated €60m out of €300m).

Essent biomass co-firing power production
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Source: Company materials; compiled by Daiwa Capital Markets Europe.

Technical overview

Whilst many existing hard-coal plants could theoretically be converted to co-firing
biomass, a number of technical/operational issues must be overcome for the co-
firing process to work effectively.

The physical volume flow of biomass is significantly greater than that of hard coal,
as coal contains a far greater amount of energy per cubic meter than most biomass
fuels (e.g. wet sawdust has a calorific value of about 8 MJ/kg and wood pellets
around 17 MJ/kg vs 25 MJ/kg for hard coal). Whilst some biofuels are drier and
denser, co-firing still leads to an increased total volume flow which will require
additional investment (storage, conveyors etc).
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Biomass also typically requires separate milling as whilst coal can be grinded to
less than 100 micrometers (<0.1 millimeters), biomass is soft and fibrous and
ideally needs to be shredded rather than crushed.

In addition, burning biomass tends to be more corrosive to the plant and equipment
which can result in a change in the combustion process as well as additional
maintenance cost and investment.

Overall this means that biomass co-firing is technically more challenging than
conventional thermal generation. Unlike the FGD and SCR market (where Alstom
has over 37 GW of installed FGD and over 37 GW of SCR capacity), the
international biomass market is still relatively immature with no clear equipment
manufacturing leader. Whilst Essent has dealt with both Alstom and Siemens (who
has entered a biomass joint venture with Drax in the UK), partly out of necessity it
has designed and implemented the majority of the specific biomass processes itself.

For example, the original wood gasifier project at Amer was developed in
conjunction with Lurgi (Air Liquide). Contracting, construction and
commissioning were undertaken between 1998-2000 but whilst the design used
proven components, the process was still not viable even after two substantial
modifications by Lurgi (between 2001 and 2003) and in the end Essent commenced
its own process re-design (2004-2005). More than ten years into the process Essent
now (largely independently) seems to have overcome the operational issues of the
process. Essent expects the wood gasifier output to remain around the 5,000 hours
per annum over the next four years.

Amer wood gasifier production profile
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Source: Company materials; compiled by Daiwa Capital Markets Europe.
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Sourcing

The majority (58%) of biomass power production in the Netherlands in 2008
utilized wood pellets (derived from sawmill dust), which is generally the most
simply way to co-fire biomass.

Netherlands biomass fuel by product source (2008
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Source: IEA; compiled by Daiwa Capital Markets Europe.

The Netherlands currently has annual production capacity of just 130,000 tonnes
and demand for around 1m tonnes of wood pellets. Imports are largely made from
North America, Scandinavia and the Baltic States. As global demand for wood
pellets is likely to grow (global market for wood pellets is currently estimated at
10m tonnes up from 7m in 2005) securing a reliable source of supply is critical.

The Amer plant currently consumes around 800,000 to 900,000 tonnes of wood
pellets per annum., representing around 90% of the total Dutch demand and around
10% of global output.

RWE has therefore announced that it will invest €120m to build the world’s largest
biomass pellet plant in southern Georgia, in the United States. The facility will
have a production capacity of 750,000 metric tonnes (utilising 1.5m tonnes of
wood) and is due to begin operation in Q3 2011. A long term transport contract has
already been concluded to ship the pellets from Savannah to the Amer port in
Geertruidenberg.

In addition to wood pellets, Amer has developed a 33 MW wood gasifier that
consumes around 150,000 tonnes per annum of demolition wood, substituting
around 70,000 tonnes of hard coal. Although there were some issues in the Dutch
government’s classification of its output in 2006 (when the process was deemed
waste incineration rather than biomass power), this has now been resolved and
resulting gas has been tested as clean as “clean biomass” (i.e. the gas is free of the
paint and other inorganic substances that may be contained within the demolition
wood) and has been put on the Dutch government ‘white list” of “clean biomass”
materials (requires <30mg/MJ of heavy metals).

The wood gasifier technology has attracted significant international interest and the
technology could potentially be expanded. The total amount of domestically
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available used wood in the Netherlands is estimated at around 1.5m tonnes, but
around 1.2m tonnes of this are currently exported to Germany and Belgium.

Essent is also investigating other biomass materials. As well as coconut husks and
cocoa bean shells, Essent has also reviewed the possibility of using coffee dregs as
a source of biomass but concluded that the amounts required could not be
effectively supplied from the catering and coffee industries. Essent’s 25 MW
dedicated biomass Cuijk plant will be used to test other potential biomass materials
such as paper sludge (sludge from wastewater purifiers in the paper industry and
the residue from de-inking old paper before recycling) and verge grass.

Essent is currently co-operating with Topell (in which RWE owns 25%) to produce
torrefied wood pellets (bio-coal). Bio-coal is a high grade solid bio-fuel made from
wood residues that have been heated in a process known as torrefaction to reduce
its fibrous structure whilst retaining most of its energy content.

The resulting fuel has the advantage of a high calorific value (21 MJ/kg — similar to
hard coal) and a more durable nature (less susceptible to water damage). The
additional investment and loss in energy during the pretreatment process should be
recovered from lower transportation costs given the higher energy density and the
torrefaction process allows for a wider use of source material (including grasses
and roots).

The group also continues to evaluate the potential use of bio-oils for power
production. Whilst historically palm oil was used in oil/gas-fired generators,
following a change in subsidies and increased environmental concern, the large
power producing companies have stopped buying palm oil and all the palm oil
burned in 2008 was drawn from stocks. Essent ceased the use of palm oil in its
Clauscentrale plant in 2005. Current attention is focused on pyrolysis oil, which is
a liquid made from plant material whereby the original biomass material (e.g. wood
residue or sugar cane bagasse) is heated in the absence of oxygen and the resulting
gas is condensed into a liquid.
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Netherlands renewable targets

Together with the 2008 budget, the Dutch government introduced a new renewable
energy target. The “New Energy for the Climate” programme targets a 20% share
of renewables in overall energy consumption by 2020, significantly higher than the
EU mandatory 14% target.

Netherlands 2020 renewable energy target

Share of renewables in primary
energy consumption

10.6%
14.0%
34%
2008 Gap EU target Gap ML target
2020 2020
for the
Netherlands

Source: Company materials; compiled by Daiwa Capital Markets Europe.

The 3.4% renewable share of primary energy achieved in 2008 suggests the
Netherlands is above its target trajectory to achieve the mandatory target of 14%,
as this would imply a 2.8% share from renewable energy in 2011/2012 (based on
20% of the final 2020 target). This advanced progress is also reflected in the 9%
target share of electricity from renewable sources being achieved in 2009, one year
earlier than the original 2010 target.

Whilst this current position may support the government decision taken in August
2006 to remove premium tariffs from new renewable installations, given the
government’s expectation that the 2010 target would be achieved with existing
applicants, both the EU mandated and the higher national 2020 target may still
prove to be ambitious given the indicative target trajectory accelerates towards
2020 (e.g. is 30% of 2020 target in 2013/14, 45% in 2015/2016 and 65% in
2017/18).

Netherlands indicative renewable energy targets

EU mandated 14% target

Proportion of primary energy from renewables 2011/2012 2013/2014 2015/2016 2017/2018 2020
2.8% 4.2% 6.3% 9.1% 14.0%
4.0% 6.0% 9.0% 13.0% 20.0%

Netherlands 20% target
Source: Daiwa CM Europe.

To reach the Dutch government’s target of share of energy from renewable sources
by 2020 (translates to 35% renewable electricity — biodiesel investments currently
experiencing write-offs) is estimated by the Energy Research Centre of the
Netherlands (ECN) to require a massive increase in wind (7.7x), biomass (4.8x)
and waste to energy (2.7x) output.

RWE 6



Daiwa Securities Group

Dutch 2020 renewable electricity targets
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Source: Statistics Netherlands (CBS), company materials; compiled by Daiwa CM Europe.

Essent’s own estimates of the likely renewable electricity output in 2020 are over a
third lower than ECN’s and would only just meet the mandated EU target of 14%
primary energy (translates to ~25% renewable electricity share).

This is because the ECN estimate includes an increase in the contribution from
offshore wind from 0.6 TWh to 20.9 TWh, which as well as being
technically/operationally challenging (would equate to around 600MW additions
per annum), is unlikely under the current regulatory regime.

RWE/Essent did not apply for any of the lots within the recent 950 MW Round 2
national offshore wind tender as they were unlikely to meet its IRR hurdle rates. In
Essent’s view for the current regime to become attractive it must allow scope for
future repowering (e.g. 6 MW turbines vs current 3 MW technology) as well as
make adjustments for the degree of connection/operational cost which differs as a
result of the distance from shore of the various lots.

Whilst Essent deems the support system for onshore wind as currently sufficient
(€94/MWh), the >8 TWh increase forecast by ECN also looks ambitious as
capacity growth is likely to be restricted by planning/residential resistance (as is the
case in the UK and Germany).
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The scope for Netherlands to expand its power production from waste to energy is
limited by the availability of domestic waste, hence a forecast increase in output by
both ECN and Essent of only 1-2 TWh. The Netherlands has a landfill tax of
€35/tonne plus an additional €87/tonne if the waste is combustible, which already
makes landfill more expensive than incineration. This high level of landfill tax has
reduced the amount of waste sent to landfill to just 3% in 2007, with 38% of the
waste incinerated and the remainder recycled.

European municipal solid waste treatment (2007
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Source: Eurostat; compiled by Daiwa CM Europe.

Therefore unless the offshore wind subsidies improve dramatically, co-firing of
biomass is expected by both ECN and Essent to produce the major (+8TWh)
increase in renewable energy output. Stand-alone biomass is forecast by both ECN
and Essent to make a smaller contribution (just 90 MW or 0.6 TWh added during
2008) with its expansion limited by the higher investment costs required compared
to co-firing.

Whilst ECN’s estimate of 10.4 TWh of potential in 2020 for co-firing biomass is in
line with Essent’s own estimate of 11.0 TWh, for this to be achieved a supportive
regulatory framework for co-firing biomass needs to be in place.

Biomass subsidies in the Netherlands

In 2008 the contribution of power production in the Netherlands from co-firing
biomass was around 20 PJ (petajoule), accounting for a quarter of the contribution
from renewable electricity (17% of renewable energy).

However based on the current support system it is expected® that current wood
pellet consumption will remain stable until 2012 (overall biomass co-firing could
therefore reduce as 2008 still contained some palm-oil co-firing).

The current Dutch biomass co-firing support scheme for existing installations is
based upon the feed-in premium tariff system introduced in 2003 (MEP -

! Source: pellets@las Pellet market country report (April 2009)
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Milieukwaliteit van de Elektriciteitsproductie), whereby generators received a
fixed fee (on top of the market power price) for a guaranteed period of 10 years.
Whilst the subsidy is dependent upon a number of factors, in general the premium
tariff from clean wood pellets is around €61/MWh.

However the MEP-premium for new installations was removed in August 2006
when the Minister for Economic Affairs judged that the 9% renewable electricity
target for 2010 could be achieved under existing applicants.

In  October 2007, the Renewable Energy Incentive Scheme (SDE -
Stimuleringsregeling duurzame energie) was introduced, which again offers a
premium tariff per technology but with an effective ceiling (base) price. However
whilst the SDE offers subsidies for the burning of solid biomass and manure bio-
gas at around €44/MWh (to a total amount of €715m for biomass and €195m for
anaerobic digestion biogas in 2009), large scale biomass co-firing is not currently
supported under this scheme.

Given the MEP subsidies for existing co-firing biomass schemes will only run for a
ten year period they will generally expire between 2012-2015.

In our view without the renewal of subsidies, biomass capacity will be withdrawn.
Essent’s 25 MW stand-alone biomass plant at Cuijk began biomass production
(using forest residues) in 1999 but the plant was mothballed earlier this year post
expiry of the 10 year subsidy.

Similarly, the removal in 2005 of the subsidy from bio-energy projects using crude
palm oil resulted in a drop in the usage of liquid biomass from 15.9 PJ in 2005 to
0.6 PJ in 2007 (Essent ceased its 92 MW bio-oil co-firing at Clauscentrale A in
2006). Overall this led to a reduction in biomass co-firing from 30.5 PJ in 2005 to
19.7 PJ in 2008.

Netherlands renewable energy performance (according to substitution method

Share within

renewable energy
Avoided use of fossil primary energy (PJ) 1990 1995 2000 2005 2006 2007 2008 2008
Source/technology
Hydropower 0.8 0.8 1.2 0.7 0.9 0.9 0.8 0.7%
Wind energy 0.5 2.8 6.9 17.2 225 28.2 351 30.8%
Solar electricity 0.1 0.0 0.1 0.3 0.3 0.3 0.3 0.3%
Solar heat 0.0 0.2 0.4 0.8 0.8 0.8 0.9 0.8%
Heat pumps 0.0 0.3 0.6 1.8 2.6 3.4 4.6 4.0%
Heat/cold storage 0.0 0.0 0.2 0.5 0.6 0.7 0.8 0.7%
Municipal waste - renewable 6.1 6.1 114 11.9 12.4 13.0 12.7 11.1%
Biomass co-firing large scale power 0.0 0.0 1.8 30.5 294 15.7 19.7 17.3%
Wood stoves for industry heating 1.3 1.6 18 1.9 2.1 2.4 25 2.2%
Household wood stoves 6.2 5.3 5.7 55 55 55 55 4.8%
Other biomass combustion 0.4 0.6 2.3 4.4 53 5.6 9.1 8.0%
Landfill gas 0.3 21 1.9 1.6 15 1.4 1.3 1.1%
Biogas from sewage 1.9 2.2 2.3 2.1 2.1 2.1 2.3 2.0%
Biogas on farms 0.0 0.0 0.0 0.1 0.5 14 2.8 2.5%
Other biogas 0.5 0.8 1.0 1.2 1.4 1.4 1.7 1.5%
Biofuels for road transport 0.0 0.0 0.0 0.1 2.0 13.0 14.0 12.3%
Type of electricity
Electricity from domestic sources 6.3 10.6 22.0 60.3 65.4 59.0 74.6 65.4%
Heat and cold 10.4 10.3 13.7 18.5 20.9 22.6 24.3 21.3%
Gas 1.4 1.9 1.9 1.6 1.5 1.3 1.2 1.1%
Transport fuels 0.0 0.0 0.0 0.1 2.0 13.0 14.0 12.3%
Total uses of renewable energy 18.1 22.8 37.6 80.5 89.8 959 1141 100.0%
Total energy use in the Netherlands with renewable sources 2689 2951 3048 3298 3222 3343 3319
Share of renewables in energy supply 0.7% 0.8% 1.2% 2.4% 2.8% 2.9% 3.4%

Source: Statistics Netherlands (CBS); compiled by Daiwa CM Europe.
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Given the large contribution of wood pellet co-firing to the overall Dutch
renewable electricity production (current and forecast), the Dutch government is
likely to introduce a new instrument to continue/grow the use of biomass co-firing.

Biomass support could be given in the form of a minimum share of renewable
electricity to be derived from biomass, which in effect would therefore be funded
through the wholesale market price. With Essent accounting for around 75% of the
current biomass co-firing output compared to an overall power generation share of
just 16%, such a measure would be a relative benefit to Essent.

However should future bio-mass incentives be provided in the form of an extension
of the fixed premium tariff, we estimate the overall level of the subsidy would
reduce from the current €61/MWh level to around €40/MWh.

The chart below illustrates the historical pricing trend of API2 coal (priced in
euros) and wood pellets (17MJ/kg calorific value), both delivered into Rotterdam.
Given the recent strength in the coal price does not appear to have been replicated
into wood pellet pricing, the relative position of biomass vs coal has strengthened
recently.

European wood pellet pricing vs API2 hard coal pricing (€/t)
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Source: APX-Endex; compiled by Daiwa Capital Markets Europe.

At current 2010 forward prices, we estimate the marginal cost of biomass co-firing
(at 40% efficiency) based on European wood pellet prices to be around €69/MWh
gross or €55/MWh post the CO2 carbon savings (at 0.99/kWh). This compares to
around €27/MWh for hard coal currently.
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Estimated power production marginal costs — hard coal vs biomass
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Source: Daiwa Capital Markets Europe estimates.

We estimate co-firing in new facilities at higher electrical efficiency rates (e.g.
46%) would reduce this marginal cost (net of carbon saving at 0.8g/kWh) to
€48/MWh (vs hard coal output at €23/MWHh). Compared to a 2010 Dutch baseload
price of around €44/MWh we believe these estimates are in line with the
illustrative levels provided by Essent

RWE Divisional forecasts
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Source: Company materials; compiled by Daiwa CM Europe.

Based on these calculations, a biomass subsidy level of at least €25/MWh must be
introduced to encourage co-firing at new facilities and at least €30/MWh is
required for existing facilities. However these subsidy levels do not take into
account additional investment/maintenance costs required for co-firing.

Given Essent has spent €130m to produce 1.7 TWh of biomass output, this
suggests an additional premium of around €7.5/MWh would produce an investment
return of around 10%. Higher transportation charges (closed barges) and increased
maintenance also add to costs. This suggests the subsidies required for both new
and existing facilities should be around €35/MWh-€40/MWh.

RWE 11



Daiwa Securities Group

Biomass profitability

Essent management reported that its biomass output has a profit contribution of
around €60m. We estimate a subsidy rate of €61/MWh should produce incremental
profit of around €50m (1.7TWh x €61/MWh subsidy less €30/MWh cost premium),
which suggests the profitability of the wood gasifier may higher than that of wood
pellets (white list biomass subsidy may be higher and cost of demolition wood
likely to be lower).

An introduction of new biomass subsidies from 2012 at a lower rate of around
€40/MWh suggests Essent’s biomass contribution would (all else being equal) fall
to around €20m. However this doesn’t take account the potential for Essent to
increase output on the basis of a new subsidy regime.

In total, we estimate a doubling of biomass co-firing at Amer, co-firing 20% of
Eemshaven’s output and the resumption of production at Cuijk would increase the
biomass contribution by around €17m vs the 2009 level (e.g. €70m-€80m).

In addition, biomass co-firing could also be extended to other Essent plants such as
Moedijk (339 MW), Inesco (133 MW), Moerdijk 2 (426 MW) and Claus C (1,304)
if an appropriate biomass subsidy regime existed. This suggests scope for over 1
GW of biomass/bio-oil co-firing in Essent’s generation portfolio, up from a current
capacity of 412 MW.

Essent co-firing target of 5.0 TWh for 2020 Chart 2
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Source: Company materials; compiled by Daiwa Capital Markets Europe.

As well as the additional profit contribution (based on current carbon forwards), an
extension of biomass co-firing would also reduce the carbon intensity of the
RWE/Essent generation portfolio. (e.g. Eemshaven co-firing would have a life
cycle carbon intensity of around 0.1t/MWh even if transportation included vs
0.8t/MWh for its hard coal production).
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RWE Divisional forecasts

€m

German Generation EBITDA
D & A, other

German Generation EBIT
Total capex

German Sales & Distribution EBITDA
D & A, other

German Sales & Distribution EBIT
Total capex

Netherlands & Belgium EBITDA
D & A, other

Netherlands & Belgium EBIT
Total capex

Central & Eastern Europe EBITDA
D & A, other

Central & Eastern Europe EBIT
Total capex

Upstream gas & oil EBITDA
D & A, other

Upstream gas & oil EBIT
Capex

Trading / gas midstream EBITDA
D & A, other
Trading / gas midstream EBIT

United Kingdom EBITDA
D&A

United Kingdom EBIT
Capex

Renewables EBITDA
Depreciation
Renewables EBIT
Capex

Other EBITDA
D&A

EBIT

Capex

External Revenue
EBITDA

Growth

D&A

EBIT
Growth

Non-operating result

Financial result

Income from cont ops before tax
Taxes on income

Effective tax rate

Income from cont ops

Income from discontinued ops
Minority interest

Net income

Recurrent net income

EPS (€)

Recurrent EPS (€)

Growth

DPS (€)
Growth

Payout
Note: Figures may not sum due to rounding.

2008A

3,500
-428
3,072
-1,421

2,045
-557
1,488
-812

1,142
-234
908
-366

748
-253
494
-606

487
-1
486

714
-180
534
-611

103
-43

-1,102
34
-245
-211
-454
48,950
8,773
11%
-1,948

6,826
4%

-485.1
-1,475
4,866
-1,423
29%
3,443
2,876
-318
2,558
3,367
4.75
6.25
18%

4.50
43%

72%

2009A

3,889
-461
3,428
-1,836

1,922
-570
1,352
-2,302

277

-97

180
-1987.5

1,285
-230
1,055
-371

437
-234
203
-855

986
-1
985

445
-198
247
-967

126
-70

-733
-202
-214
-416
-480
47,145
9,165
4%
-2,075

7,090
4%

498
-1,990
5,598
-1,858
33%
3,740
3,831
-260
3,571
3,532
6.70
6.63
6%

3.50
-22%

52%

2010E

4,206
-487
3,719
-1,500

1,960
-570
1,390
-1,500

861
-360
501
-600

1,279
-248
1,031
-350

659
-350
309
-850

300
-4
296

509
-206
303
-900

244
-117

127
-1,000

-220
-220

52,110
10,019

9%
-2,562

7,457
5%

-241
-1,611
5,605
-1,738
31%
3,867
3,867
-273
3,594
3,835
6.74
7.19
8%

3.59
3%

50%

2011E

3,841
-512
3,329
-1,500

1,960
-576
1,385
-1,500

1,007
-400
607
-600

1,326
-229
1,098
-350

1,105
-547
558
-850

500
-9
491

642
-236
405
-900

456
-176

280
-1,300

-227
-227

53,893
10,837

8%
-2,911

7,926
6%

-252
-1,835
5,839
-1,810
31%
4,029
4,029
-291
3,738
3,990
7.01
7.48
4%

3.81
6%

51%

2012E

3,834
-537
3,297
-1,500

2,147
-581
1,566
-1,500

1,199
-440
759
-600

1,373
-228
1,145
-350

1,216
-606
609
-850

550
537
612
-298
314
-900
559
-227

332
-1,200

-234
-234

55,101
11,489

6%
-3,165

8,325
5%

-252
-1,953
6,120
-1,897
31%
4,223
4,223
-305
3,917
4,169
7.34
7.81
4%

4.20
10%

54%

2013E

2,516
-561
1,954
-1,500

2,336
-587
1,749
-1,500

1,080
-440
640
-600

1,436
-233
1,203
-350

1,464
-689
775
-850

550
533

460
-298
162
-417

756
-276
481
-1,200

-241
-241

56,492
10,599

-8%
-3,343

7,256
-13%

-2,048
5,208
-1,615
31%
3,594
3,594
-266
3,328
3,328
6.24
6.24
-20%

3.69
-12%

59%

Note: Daiwa divisional reporting includes all Essent activities (including Trading and Renewables) within Netherlands & Belgium

Source: Daiwa CM Europe estimates.
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Risks associated with our valuation and financial forecasts

There are risks associated with the share price reaching our Fair Value target and our
financial forecasts. Commodity prices, volumes and costs may not match our forecasts;
as with any utility company, there are operating risks involved with power production;
foreign currency exchange rate changes may impact the company’s revenues and costs;
tax rates, industry regulation and legislation may be changed. There are also a large
number of technical and environmental risks associated with a utility company that
could have an impact upon the company’s valuation and financial forecasts. Specific to
RWE, our fair value target has material sensitivity to the quantum of any German
nuclear levy and lifetime extension period.

Daiwa Capital Markets Europe Ltd distribution of stock ratings
Daiwa Capital Markets Europe Ltd European ratings distribution is

Rating 1 (Buy) 13.8%
Rating 2 (Outperform) 22.4%
Rating 3 (Neutral) 51.7%
Rating 4 (Under perform) 10.3%
Rating 5 (Sell) 1.7%

Daiwa Capital Markets Europe Ltd distribution of stock ratings for investment
banking clients
Daiwa Capital Markets Europe Ltd European ratings distribution is

Rating 1 (Buy) 14.3%
Rating 2 (Outperform) 14.3%
Rating 3 (Neutral) 57.1%
Rating 4 (Under perform) 14.3%
Rating 5 (Sell) 0.0%

E.ON (EOAN GY, 3, Hold - €23.275 8/6/2010)
Enel (ENEL IM, 1, Buy - €3.675 8/6/2010)

Recommendation history

RWE
Date Rating Share price
19-Jan-09 2 60.0
26-Feb-09 2 51.3
14-May-09 2 58.6
3-Jul-09 2 56.0
5-Aug-09 2 58.3
13-Aug-09 2 59.8
12-Nov-09 2 61.3
25-Feb-10 3 63.3
6-May-10 3 61.3
12-May-10 2 59.8
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Disclaimer

This publication is produced by Daiwa Securities Capital Markets Co. Ltd and/or its non-U.S. affiliates, and distributed by Daiwa Securities Capital
Markets Co. Ltd and/or its non-U.S. affiliates, except to the extent expressly provided herein. This publication and the contents hereof are intended
for information purposes only, and may be subject to change without further notice. Any use, disclosure, distribution, dissemination, copying, printing
or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Capital
Markets Co. Ltd nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and
employees, represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might
be significant, and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of the contents
hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of
the securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment
opinion or advice. Any view, recommendation, opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities
Capital Markets Co. Ltd, and/or its affiliates except where the publication states otherwise. This research report is not to be relied upon by any person
in making any investment decision or otherwise advising with respect to, or dealing in, the securities mentioned, as it does not take into account the
specific investment objectives, financial situation and particular needs of any person.

Japan

Conflict of Interest: Daiwa Capital Markets Europe Limited may currently provide or may intend to provide investment banking services or other
services to the company referred to in this report. In such cases, said services could give rise to conflict of interest of Daiwa Capital Markets Europe
Limited.

Daiwa Capital Markets Europe Limited and Daiwa Securities Group

Daiwa Capital Markets Europe Limited is a subsidiary of Daiwa Securities Capital Markets.

Ownership of Securities

Daiwa Capital Markets Europe Limited may currently, or in the future, own or trade either securities issued by the company referred to in this report or
other securities based on such financial instruments and has filed major shareholding of over 5% in the following companies: no exception.

Investment Banking Relationship

Within the preceding twelve months Daiwa Securities Capital Markets Europe Limited has lead-managed public offerings and/or secondary offerings
(excluding straight bonds) of the securities of for the following companies: Sumitomo Mitsui Financial Group (8316), NEC Corp (6701), Kadokawa
(9477).

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law

(This Notification is only applicable to where report is distributed by Daiwa Securities Capital Markets Co. Ltd.)

If you decide to enter into a business arrangement with our company based on the information described in materials presented along with this cover
letter, we ask you to pay close attention to the following items.

= |n addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed
beforehand with you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend
that you confirm the commission for each transaction.

= In some cases, our company also may charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your
securities, if you are a non-resident.

= For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made
beforehand with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements.

= There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in
interest rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the
transaction, the loss could exceed the amount of the collateral or margin requirements.

= There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

= Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such
experts as certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on
current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take

responsibility for your own decisions regarding the signing of the agreement with our company.

Corporate Name: Daiwa Securities Capital Markets Co. Ltd.
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.109
Memberships: Japan Securities Dealers Association, Financial Futures Association of Japan
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United Kingdom

This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe
Limited in the European Union, Iceland, Liechtenstein, Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated
by The Financial Services Authority and is a member of the London Stock Exchange, Chi-X, Eurex and NYSE Liffe. Daiwa Capital Markets Europe
Limited and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of
the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect
transactions in the Securities or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such
securities. In addition, employees of Daiwa Capital Markets Europe Limited and its affiliates may have positions and effect transactions in such
securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable
UK law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients.

This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FSA and should not
therefore be distributed to such Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s
affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply;
in particular, the benefits of the Financial Services Compensation Scheme may not be available.

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict
management policy is available at http://www.uk.daiwacm.com/about-us/corporate-governance-and-regulatory. Regulatory disclosures of investment
banking relationships are available at http://www2.us.daiwacm.com/report_disclosure.html.

Germany
This document has been approved by Daiwa Capital Markets Europe Ltd and is distributed in Germany by Daiwa Capital Markets Europe Ltd,
Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in Germany.

Hong Kong

This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“DHK") which is regulated by the Hong Kong Securities and
Futures Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this
research.

Ownership of Securities: for “Ownership of Securities” information, please visit BlueMatrix disclosure link at:
http://www?2.us.daiwacm.com/report_disclosure.html.

Investment Banking Relationship: for “Investment Banking Relationship” please visit_BlueMatrix disclosure link at:
http://www?2.us.daiwacm.com/report_disclosure.html.

Relevant Relationship (DHK)

DHK may from time to time have an individual employed by or associated with any member companies serve as an officer of any of the companies
under its research coverage.

DHK market making
DHK may from time to time make a market in securities covered by this research.

Singapore

This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited
investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act. By virtue of
distribution to these category of investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section
36 of the Financial Advisers Act (Section 36 relates to disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s
interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets Singapore Limited in respect of any matter arising
from or in connection with the research.

Australia

This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale
investors within the meaning of the Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking
Limited in respect of any matter arising from or in connection with the research.

India

This research is distributed in India by Daiwa Capital Markets India Private Limited which is regulated by the Securities and Exchange Board of India.
Recipients of this research in India may contact Daiwa Capital Markets India Private Limited in respect of any matter arising from or in connection
with this research.

United States

This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied
upon as such. It reflects the preparer’s views at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect
DCMA'’s views at any time. Neither DCMA nor the preparer has any obligation to update this report or to continue to prepare research on this subject.
This report is not an offer to sell or the solicitation of any offer to buy securities. Unless this report says otherwise, any recommendation it makes is
risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to
determine whether any such recommendation is consistent with their own investment objectives, financial situation and needs. This report does not
recommend to U.S. recipients the use of any of DCMA’s non-U.S. affiliates to effect trades in any security and is not supplied with any understanding
that U.S. recipients of this report will direct commission business to such non-U.S. entities. Unless applicable law permits otherwise, non-U.S.
customers wishing to effect a transaction in any securities referenced in this material should contact a Daiwa entity in their local jurisdiction. Most
countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their
residents, as well as a process for doing so. As a result, the securities discussed in this report may not be eligible for sales in some jurisdictions.
Customers wishing to obtain further information about this report should contact DCMA: Daiwa Capital Markets America Inc., Financial Square, 32
Old Slip, New York, New York 10005 (telephone 212-612-7000).

Ownership __of _ Securities. For ~ “Ownership  of  Securities” information please  visit  BlueMatrix  disclosure  Link  at
http://Amww?2.us.daiwacm.com/report_disclosure.html.

Investment Banking Relationships. For “Investment Banking Relationships” please visit BlueMatrix disclosure link at
http://www2.us.daiwacm.com/report _disclosure.html.

DCMA Market Making. For “DCMA Market Making” please visit BlueMatrix disclosure link at http://www?2.us.daiwacm.com/report_disclosure.html.
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Research Analyst Conflicts. For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at
http://www?2.us.daiwacm.com/report_disclosure.html. The principal research analysts who prepared this report have no financial interest in securities
of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the issuer(s)
covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any
compensation from the issuer during the past 12 months except as noted: no exceptions.

Research Analyst Certification. For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at
http://www?2.us.daiwacm.com/report_disclosure.html. The views about any and all of the subject securities and issuers expressed in this Research
Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of the firm producing the
report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the
firm if no individual analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views
contained in this Research Report.

The following explains the rating system in the report as compared to relevant local indices, based on the beliefs of the author of the report.
"1": the security could outperform the local index by more than 15% over the next six months.

"2": the security is expected to outperform the local index by 5-15% over the next six months.

"3": the security is expected to perform within 5% of the local index (better or worse) over the next six months.

"4": the security is expected to underperform the local index by 5-15% over the next six months.

"5": the security could underperform the local index by more than 15% over the next six months.

Additional information may be available upon request.
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