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Securities and Exchange Commission T CrRPORA October 18, 2005

Division of Corporation Finance

Office of International Corporation Finance

Mail Stop 3-9 \
450 Fifth Street, N.W. ‘

Washington, D.C. 20549 : :

- USA

File No. 82-4018
_ RWE Aktiengesellschaft,
~— = -~ Submission of Information to Maintain
Exemption Under Rule 12g3-2(b) Under the
Securities Exchange Act of 1934

Dear Madam or Sir:

Pursuant to Rule 12g3-2(b) of the Securities and Exchange Act of 1934, as
amended, we hereby furnish the following documents:

1. A list pursuant to paragraph (1)(ii) of Rule 12g3-2(b) identifying the information
referred to in paragraph (1)(i) of Rule 12g3-2(b).

2. Copies of each of the documents that RWE has determined should have been
furnished since January 1, 2003, to the extent not previously furnished to the

Commission.
If you have any questions or comments please call the undersigned ?XXQ@@ESMEQ
v )
at 0049 201 12 15299 (Dr. Déss) | ot 25 i
or 0049 201 12 15030 (Mr. Alphéus). *(H@MS@&
. NCIAL
Piease acknowledge the receipt of the above mentioned document by signing TS
the enclosed copy of this letter and returning it in the enclosed self-addressed,
Stamped envelope' RWE Aktiengeselischaft

Opernplatz 1
Very truly yours, 45128 Essen

L - T +45(0)201/12-00
T F +49(0)201/12-151 99

__RW E Aktiengeselischaft | T e com

N : Vorsitzender des

Aufsichtsrates:

B Dr. Thomas R. Fischer
Vorstand:
|
) L . ; Harry Roels

i (Vorsitzender)

. z Berthold A. Bonekamp
/ - Dr. Doss- Iphéus- 0\\ Al Fitting

Dr. Klaus Sturany
Jan Zilius

ncl. ﬁd
Sitz der Gesellschaft: Essen
-~ Eingetraaen heim
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File No. 82-4018

ITEREMATION!
CORPOR .TEFPH& CE

SETICE OF INT

Corporate calendar 2003

Preliminary report on fiscal 2002 01/08/2003

Annual report for fiscal 2002 03/17/2003
- Balance sheet press conference
- Analyst conference

Interim report for the first quarter of 2003 05/14/2003
Annual General Meeting 05/15/2003
Ex-dividend date 05/16/2003
Interim report for the first half of 2003 08/12/2003

- Mid-year press conference
- Analyst conference

interim report for the first three quarters of 2003 11/13/2003
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Statement of compliance in accordance with Sec. 161
of the German Stock Corporation Act

“RWE Aktiengesellschaft complies with the recommendations of the “Government Commission
German Corporate Governance Code” announced by the Federal Ministry of Justice in the Offi-
cial Part of the electronic Federal Gazette on November 26, 2002, with the exception that the
chairman-ship and membership in committees of the Supervisory Board will not be generally re-
munerated separately (Para. 5.4.5, 1% Subpara., Sentence 3 of the Code). The Executive and
Supervisory Board will recommend to the Annual General Meeting on May 15, 2003, to add a cor-
responding compensation system to section 12, subsection 3, of the Articles of incorporation of
RWE Aktiengesellschaft”.

RWE Aktiengesellschaft has complied with these recommendations analogously since the last

statement of compliance on December 16, 2002.

Essen, March 13, 2003
RWE- Aktiengesellschaft

On behalif of the Supervisory Board On behalf of the Executive Board

(Dr. h.c. Friedel Neuber) (Harry Roels) (Jan Zilius)
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WE

Entsprechenserklarung

Vorstand und Aufsichisrat geben fur das Jahr 2003 folgende Erklarung ab, die den Aktionaren
auf  der RWE-Internetseite (www.rwe_com,/investor_reiations/aktie/corporate_govemance)

dauerhaft zuganglich gemacht wird:

Die RWE Aktiengesellschaft entspricht den Empfehlungen der ,Regierungskoemmission
Deutscher Corporate Governance Kodex”, die vom Bundesminisierium der Justiz im Amitlichen
Teil des e:ektronischen Bundesanzeigers am 26, November 2002 bekannt gemacht worden sing,
mit der Ausnahme, dass der Vorsitz und die Mitgliedschaft in Ausschilssen des Aufsichisrals

nicht genarell gesondert vergutet werden (Ziffer 5.4.5 Absalz 1 Satz 3). Vorstand und Aufsichisrat

i

werden der Hauptversammlung am 15. Mai 2003 vorschlagen. § 12 Abs. § der Satzung dar R
Aktiengessilschaft um eine entsprechende Vergltung zu erganzen. In glgicher Weise entsprach
die RWE  Aktiengesellschaflt  auch diesen  Empfehlungen  seit Abgabe der leizien

Entsprechenserklarung am 16. Dezember 2002."

Essen, 13. Marz 2003
=
RWE Aktizngeselischaf

e

Fur den Aufsichisraf , Fur den Vorstand
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RWE Aktiengesellschaft

Essen

Security identification numbers:
703 712
703 714

International securities identification numbers:
DE 0007037129
DE 0007037145

Invitation to the
Annual General Meeting

Dear shareholders,

- We are inviting you to our Annual General Meeting,

which will be held on Thursday, May 15, 2003, 10 a.m. at
Grugahalle in 45131 Essen, Norbertstrafie 2.




o~
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Agenda

. Presentation of the Certified Financial

Statements of RWE Aktiengesellschaft and the
Consolidated Financial Statements as of
December 31, 2002, the combined
Management Report of RWE Aktiengesellschaft
and the Group, the proposal for the appropria-
tion of profit and the Report of the
Supervisory Board for fiscal 2002

The said documents can be viewed on the
Internet at www.rwe.com and are available for
inspection on the premises of the Company at the
head office of RWE Aktiengeselischaft,
Opernplatz 1, 45128 Essen, Germany. Upon
request, each shareholder will receive a copy of
these documents without delay and free of charge.

. Appropriation of profit

The Executive Board and the Supervisory Board
recommend the following appropriation of profit
of RWE Aktiengeselischaft for fiscal 2002:

Distribution of a dividend
of € 1.00 as well as a bonus
of € 0.10 per non-par share on the
dividend-bearing capital stock

of
€1439,756,800.00
Profit carried forward
Profit

€ 618,645,500.00
€76,446.24
€618,721,946.24
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Tax note:

Since the distribution is subject to the half-
income tax method, the dividend payment does
not come with a corporation income tax credit.

. Ratification of the acts of the Executive Board

members for fiscal 2002

The Executive Board and the Supervisory Board
recommend to ratify the acts of the Executive
Board members serving in fiscal 2002 for this
_period. |

. Ratification of the acts of the Supervisory
Board members for fiscal 2002

The Executive Board and the Supervisory Board
recommend to ratify the acts of the Supervisory
Board members serving in fiscal 2002 for this
period.
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. Election of the auditors for fiscal 2003

The Supervisory Board recommends to elect

PwC Deutsche Revision
Aktiengeselischaft

Wirtschaftsprifungsgesellschaft,

Frankfurt am Main,
Essen branch,

as auditors for fiscal 2003.

. By-election to the Supervisory Board

As of the end of the Annual General Meeting on
May 15, 2003, Dr. Alfons Friedrich Titzrath has
resigned from the Supervisory Board.

Pursuant to § 96, pafa. 1, of the German Stock
Corporation Act and § 7, para. 1, no. 3, of the
German Codetermination Act, the Supervisory
Board is composed of ten members to be elected
by the Annual General Meeting and ten members
to be elected by the employees. The Annual
General Meeting is not tied to any nominations.
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The Supervisory Board recommends to elect

Dr. Dietmar Kuhnt, Essen,
former Chairman of the Executive Board of
RWE Aktiengesellschaft, Essen,

to the Supervisory Board for the remaining term
of office of the resigning member Dr. Titzrath.

Dr. Kuhnt is a member of the following
Supervisory Boards to be constituted by law:

Allianz Versicherungs-AG

Dresdner Bank AG

Hapag-Lloyd AG

Heidelberger Druckmaschinen AG (chairman)
Hochtief AG (chairman)

mg technologies ag

TUI AG

Amendment of § 2, para. (1), point c),

§ 3, para. (2), § 12, paras. (1) to (3) and

§ 14, para. (2), sentence 2, of the Articles of
Incorporation

Following the disposal of the petrol station and
refinery operations previously run by RWE Dea
AG, the object of the Company needs to be
amended in the Articles of Incorporation. Since
the entry into force of the Transparency and
Disclosure Act, announcements of the Company
have had to be published in the Electronic Federal
Gazette so that another correction is required in
the Articles of Incorporation of the Company.
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According to the recommendations of the
German Corporate Governance Code, chair-
manship and membership in the committees of
the Supervisory Board are to be remunerated
separately, and the remuneration of the
Supervisory Board members is to be reformed
overall in this connection by amending the
Articles of Incorporation effective January 1,
2003.

The Executive Board and the Supervisory
Board recommend to pass the following
resolution:

a) In § 2, para. (1), point ), of the Articles of
Incorporation the words “as well as of
chemical and petrochemical products” shall
be deleted so that § 2, para. (1), point ¢),
reads as follows:

“"c) Prospecting, extraction and processing
of mineral resources and other raw
materials;”

b) § 3, para. (2), of the Articles of Incorpo-
ration, shall be amended to read as follows:

“(2) The announcements of the Company
shall be made in the Electronic Federal
Gazette unless otherwise required by

”

law.
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c) §12, paras. (1), (2) and (3), of the Articles
of Incorporation shall be amended to read
as follows:

“(1) Each member of the Supervisory Board
shall receive a fixed remuneration in
the amount € 40,000.00 annually for
his work.

(2) The remuneration according to para. 1
shall be increased by € 225.00 per
€ 0.01 dividend distributed in excess of
a dividend of € 0.10 per common share.

(3) The Chairman of the Supervisory Board
shall receive triple, his Vice-Chairman
double the amounts stipulated in
paras. 1 and 2. If the respective
committee has acted at least once
during the fiscal year, the Chairman of
any committee shall receive double,
the members of committees each one
and a half times the amounts stipulated
in paras. 1 and 2. If a member of the
Supervisory Board holds several offices
at the same time, he or she shall only
receive the remuneration for the office
with the highest remuneration. Mem-
bers who have been on the Super-
visory Board or any other committee
for only part of the fiscal year shall
receive a smaller remuneration in
proportion to their period of tenure.”
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d) In § 14, para. (2), sentence 2, of the
Articles of Incorporation, the words “in
the Bundesanzeiger (Federal Gazette)”
shall be deleted so that § 14, para. (2),
sentence 2, reads as follows:

“The call must be published at least one
month prior to the day by the end of
which the shares must be deposited
pursuant to § 15, para. (2).”

8. Approval of the Partial Control and Profit
Transfer Agreement between RWE
Aktiengesellschaft and RWE Gas
Aktiengesellschaft

RWE Aktiengesellschaft, Essen, and RWE Cas
Aktiengesellschaft ("RWE Gas”), Dortmund,
concluded a Partial Control and Profit Transfer
-~ TAgreement on April 24, 2002. The General
Meeting of RWE Gas already approved the
Agreement on May 8, 2002. The Agreement
essentially comprises the following provisions:

a) RWE Gas shall place the management of
its Company partly under the direction of
RWE Aktiengesellschaft. The power of RWE
Aktiengesellschaft to give directions
comprises the management of the
companies currently run by Transgas a.s.,
Prague, and the eight regional Czech gas
utilities acquired together with Transgas
a.s.; furthermore, the management of the
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companies run by Maatschappij voor
Intercommunale Gasdistributie “Intergas”
N.V. and Obragas Holding N.V., as well as
the management of the Slovakian storage
‘érompéhy 'Na.ft'a”a.s. Also covered by the
agreement is the management of
companies to be acquired by RWE Gas
abroad in the future exclusively with funds
of RWE Aktiengeselischaft, as well as the
respective holding companies of said
corporation and all the actions associated
with the acquisition and sale of said
companies. Within the aforementioned
scope, RWE Aktiengesellschaft shall thus
have the right to give instructions to the
management of RWE Gas.

RWE Gas undertakes to transfer its entire
profit to RWE Aktiengesellschaft. To be
transferred is the net income prior to the
profit transfer, reduced by any losses
carried forward from the previous year and
the amount to be allocated to the statutory
reserve.

On condition that it receives approval from
RWE Aktiengesellschaft, RWE Gas may
transfer sums from the net income to other
retained earnings insofar as this is
permissible under German Commercial
Law and is economically justifiable when
applying reasonable commercial judgement.
Other retained earnings formed during the
term of the Agreement must be released
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and used to offset any net losses or
transferred as a profit upon request of RWE
Aktiengesellschaft. The transfer of sums
from the release of other retained earnings
formed prior to the Agreement shall be
excluded.

RWE Aktiengesellschaft shall be obliged to
offset any net loss for the year incurred
during the term of the Agreement insofar as
it is not offset by making withdrawals from
other retained earnings created during the
term of the Agreement.

As compensation of each full fiscal year of
RWE Gas, RWE Aktiengesellschaft guaran-
tees the outside shareholders of RWE Gas a
payment of € 2.82 for each non-par share of
RWE Gas. The compensatory payment shall
be due on the first working day following
the Annual General Meeting of RWE Cas for
the fiscal year ended. Should the Agree-
ment end during a fiscal year of RWE Gas or
if RWE Gas runs a short fiscal year during
the term of the Agreement, the compen-
sation shall be reduced on a pro rata

~ temporis basis. Should RWE Gas increase ifts

share capital from corporate funds by issuing
new shares, the compensation per share
shall be reduced in such a way that the total
compensation amount remains unchanged.
Should RWE Gas increase its share capital
against cash contribution subject to granting
a subscription right to the outside share-
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holders, the compensation shall also apply
to the shares from the capital increase pur-
chased by the outside shareholders.

e) The Agreement shall become effective once
it has been entered on the Commercial
Register of the city of domicile of RWE Gas.
If the entry is made by the end of
December 31, 2003, the Agreement shall be
effective (except for the right to issue
instructions), retroactively for the period
from January 1, 2002, otherwise retroactively
for the last fiscal year ended of RWE Gas
before entry on the Commercial Register.

The Executive Board and the Supervisory
Board recommend to approve the Partial
Control and Profit Transfer Agreement between
RWE Aktiengeselischaft and RWE Gas Aktien-
gesellschaft of April 24, 2002.

As from the invitation to the General Meeting,
the forenamed Partial Control and Profit
Transfer Agreement, the Annual Financial
Statements and the Management Reports of
RWE Aktiengeselischaft (formerly RWE Aktien-
gesellschaft fiir Beteiligungen and RWE Gesell-
schaft fiir Beteiligungen mbH) for the short
fiscal year from July 1, 2000 to December 31,
2000, the 2001 fiscal year and the 2002 fiscal
year and of RWE Gas Aktiengesellschaft (for-
merly Westfdlische Ferngas-Aktiengesellschaft)
for the 2000 fiscal year, the 2001 fiscal year
and the 2002 fiscal year, the Joint Report of
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the Executive Board of RWE Aktiengesellschaft
and RWE Gas Aktiengesellschaft on the Partial
Control and Profit Transfer Agreement of

April 24, 2002, as well as the report of PwC
Deutsche Revision Aktiengesellschaft Wirt-
schaftspriifungsgesellschaft on the audit of the
Partial Control and Profit Transfer Agreement
are available for inspection on the business
premises of our Company. These documents
will also be available at the General Meeting
for inspection by the shareholders. Upon
request, each shareholder will receive a copy of
these documents, which are also available on
the Internet (www.rwe.com), without delay and
free of charge.
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| 9. Approval of the Control and Profit Transfer
. Agreement between RWE Aktiengesellschaft
and GBV Fiinfte Gesellschaft fiir Beteili-
gungsverwaltung mbH
T A Control and Profit Transfer Agreement was
concluded on August 21, 2002, between RWE
Aktiengesellschaft, Essen, and GBV Funfte
Gesellschaft fiir Beteiligungsverwaltung mbH,
Essen (“GBV V"), which is wholly owned by RWE
’. . Aktiengesellschaft and acts as intermediate
) holding company for Innogy Holdings plc. The
General Meeting of GBV V already approved the
Agreement on November 19, 2002. The Agree-
ment essentially comprises the following
provisions:

a) GBV V shall place the management of its
Company under the direction _of RWE
Aktiengesellschaft. RWE Aktiengesellschaft
----- : . is therefore entitled to give instructions to
the management of GBV V.
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b) GBV V undertakes to transfer its entire

profit to RWE Aktiengeselischaft. The net
income prior to the profit transfer, reduced
by any losses carried forward from the

. previous year must be transferred.

On condition that it receives approval from

RWE Aktiengesellschaft, GBV V may transfer
sums from the net income to other retained
earnings insofar as this is permissible under

.German Commercial Law and is economically

justifiable when applying reasonable
commercial judgement. Any uncommitted
provisions formed during the term of the
Agreement must be released and used to
offset any net loss or transferred as a profit
upon request of RWE. The transfer of sums

-from the release of other retained earnings
- formed prior to this Agreement shall be

excluded.

RWE Aktiengesellschaft shall be obliged

to offset any net loss for the year incurred
during the term of the Agreement insofar
as it is not offset by making withdrawals
from uncommitted reserves created during
the term of the Agreement.
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d) The Agreement shall become effective
once it has been entered on the Commercial
Register of the city of domicile of GBV V
and shall be effective, except for the right
to give instructions, retroactively as from
the beginning of the short fiscal year -
ending on December 31, 2002.

The Executive Board and the Supervisory
Board recommend to approve the Control

and Profit Transfer Agreement between RWE
Aktiengesellschaft and GBV Fiinfte Gesellschaft
far Beteiligungsverwaltung mbH of August 21,
2002.

As from the invitation to the Annual General
Meeting, the forenamed Control and Profit
Transfe Agreement, the Annual Financial State-
ments and the Management Reports of RWE
Aktiengesellschaft (formerly RWE Aktiengesell-
schaft fiir Beteiligungen and RWE Gesellschaft
fir Beteiligungen mbH) for the short fiscal year
from July 1, 2000 to December 31, 2000, the
2001 fiscal year and the 2002 fiscal year as well
as of GBV Flnfte Gesellschaft fiir Beteiligungs-
verwaltung mbH for the short fiscal year ended
on December 31, 2002, as well as the Joint
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Report of the Executive Board of RWE Aktien-
gesellschaft and the management of GBV
Fiinfte Gesellschaft fiir Beteiligungsverwaltung
mbH on the Control and Profit Transfer Agree-

‘ment of August 22, 2002, are available for in-

spection on the business premises of our
Company. These documents will also be avail-
able at the General Meeting for inspection by
the shareholders. Upon request, each share-
holder will receive a copy of these documents,
which are also available on the Internet
(www.rwe.com), without delay and free of
charge.
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Motions of shareholders

Pursuant to Sections 125 ff. of the German Stock
‘Corporation Act, the Executive Board is not obli-
ged to announce motions or nominations of sha-
reholders unless they submit evidence of their
status as shareholderé in good time. They are to
be addressed exclusively to

RWE Aktiengesellschaft
Organisationseinheit
Recht/Organangelegenheiten
Opernplatz 1

Germany _

(Telefax no. +49 (0) 201/12-15743)

or by e-mail to:
hv2003.gegenantraege @ rwe.com.

Motions and nominations of shareholders to be
made public, received at these addresses by the
end of April 30, 2003, at the latest, will be
published on the Internet at www.rwe.com. Any
motions addressed otherwise will be disregarded.
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Attendance at the
Annual General Meeting

Entitled to attend the Annual General Meeting are
the holders of common shares and non-voting
preference shares who deposit their shares on
May 8, 2003, at the latest with the Company, a
Gefman notary public, a securities clearing and
depositing bank or with any of the banks listed
below until the end of the Annual General
Meeting: '

Deutsche Bank AG

Dresdner Bank AG

WestlB AG

Bayerische Hypo- und Vereinsbank AG
Commerzbank AG

National-Bank AG

Norddeutsche Landesbank Girozentrale.

In Switzerland, the shares may be deposited with
the following banks:

Credit Suisse First Boston
UBS AG.

_Shares'shall’also be deemed properly deposited if
the shares are blocked at another bank until the
end of the Annual General Meeting with the
approval of a depositing agent for them.




RWE Aktiengesellschaft, Essen

If shares are deposited with a German notary
public or with a securities clearing and depositing
bank, the certificate of the deposit must be filed
with the Company at the latest on the day
following expiry of the depositing deadline.

We offer our shareholders again this year to be
represented in the voting procedures by a proxy
appointed by the Company. To this end, the proxy
has to be duly authorized and given instructions
for exercising the voting right. The proxy is obliged
to vote as instructed.

Prior to the Annual General Meeting, such
authorization and voting instructions can be
given to the proxy appointed by the Company
on the Internet or in writing using the forms
provided for this purpose. Written authorizations
and instructions have to be received by RWE
Aktiengesellschaft by May'lz, 2003, at the latest.
Authorizations and instructions across the
Internet can still be given during the Annual
General Meeting. More details on this procedure,
especially the technical requirements and
procedural steps as well as the necessary steps
and risks involved when changing instructions,
are described in a brochure available for the
shareholders from their custodian bank or on the
Internet at www.rwe.com.




RWE Aktiengesellschaft, Essen

Even in the event of an authorization of the proxy
appointed by the Company, the shares have to be
properly deposited within the period stipulated in
accordance with the above provisions. All previous-
ly permitted ways of attendance and representa-
tions, especially personal attendance or the atten-
dance by a representative, especially a bank or an
association of shareholders, remain unaffected by
the offer for exercising voting rights and remain
possible to the full.

Essen, March 25, 2003
Yours sincerely,

RWE Aktiengesellschaft

The Executive Board

The invitation to the Annual General Meeting was
announced in the Federal Gazette/Electronic
Federal Gazette of March 25, 2003. The invitation
and the documents laid out as from calling the
meeting can also be viewed on the Internet at

TWww.rwe.com.

Since potential counter-motions and nominations
from shareholders are no longer mailed as a result
of an amendment to the German Stock Corporation
Act, you will be able to read them on the Internet
at www.rwe.com.




RWE Aktiengesellschaft, Essen




wod’
66 16 T-2TT02(0) 6¥+ Xe4 00-2T102(0) 6+ BUOU Auewan uass3 8ZTSY T 2eiduiadQ eyds||asabus

_
| 4
‘. i



File No. 82-4018

Eduard BERNHARD
Wiesbadener Str. 2
63801 Kleinostheirn

(Critical individual shareholder and Executive Board member of Bundesverband Blirgerinitiativen Umweltschutz
(BBU) e.V. and BUND KG Aschaffenburg)

To

RWE AG

Corporate Offices

Organlzatlonal Unit Legal/Board matters

Essen
per Fax 0201/1215743

Kleinostheim, April 30, 2003

Counter-motions for the Annual General Meeting of RWE on Thursday,
May 15, 2003, in Essen, Grugahalle, 10 a.m.

Dear Sir or Madam,
| am putting forward the following counter-motions:

Re Item 2 Appropriation of profit
Instead of a distribution of € 618.7 million, reduction by approx. € 160 million, which should
be used to step up the activities in the sector of alternative energies such as wind energy
= because this energy/this kind of electricity is supported in the long run by the Renewable
. Energy Act (EEG) and can create additional jobs. A partial initiative for solar energy in
Alzenau is already a step in the right direction.

Re ltem Ratification of the Acts of Executive Board Members

No ratification for lack of activities or information:

- Continued power generation from nuciear power plants in spite of nuclear disaster near
misses in Harrisburg, USA, ultimate MCA of Chernobyl and missing ultimate nuciear
waste repositories. The nuclear phase-out agreement according to the "nuclear
consensus” with NPP lifetimes up to 2020 is a patched-up compromise because it does
not protect against an ultimate disaster, which is possible any time, that is to say every
hour, and generates even more nuclear waste every day, for instance highly toxic
plutonium with a halflife of up to 24,400 years. This constitutes an irresponsible assault
on the future of our children and generations to come.

- NPP Biblis A has been operated in a scandalous way for 29 years with non-
licensed/irregular emergency cooling system. A failure could have resuited in a
core meltdown with the release of high levels of radioactivity, that is to say it
could have led to a nuclear disaster! This case shows a total failure not only on
the part of the power plant management of Biblis, but also on the part of the

........... ™ e mmeld cn el Al " m b o em ol AL v arom s o e om L "R L. .




-  Extremely poor/incomplete preparation of application documents for the planned
demolition of RWE's Mulheim-Karlich nuclear power plant, type ABB/"Harrisburg", which
to some extent was built illegally. What is missing, among other things, is information on
the time needed for the demolition, demolition costs, number of staff to be deployed.
What provisions have been made in the balance sheet for the demolition costs?
Missing information on the problems relating to asbestosis. That is to say, how many
employees contracted asbestosis in power plants and how many cases of occupational
disease and how many deaths occurred in this respect in the last five years?
Information on electricity imports in 2002, broken down by nuclear power, conventional
electricity and countries of origin is missing.

- ltem 4 Ratification of the Acts of Supervisory Board Members:

Motion for non-ratification owing to inadequate control or lack of interference with the work
based on trust. The motion is for informing all shareholders, pursuant to the German Stock
Corporation Act, about my counter-motions in good time, i.e. prior to the Annual General
Meeting, so that they can align their voting accordingly, if appropriate. | will be present at the
Annual General Meeting and repeat my counter-motions, if required, and may submit new
motions or ask questions.

Furthermore, | already put forward the following motion on a point of order for the

coming Annual General Meeting:

a) Full admission of the public, i.e. television and photographers

b) Preparation of a verbatim report of the proceedings of the entire Annual General
Meeting.

Note: One option may be to provide those who have submitted motions or asked
questions with written excerpts of their contributions and the answers of the
Executive Board or the Supervisory Board (after the Annual General Meeting).
Please find enclosed the share deposit certificate.

Yours sincerely,
(Eduard Bernhard)
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Joachim R Gréger

Waldweg 11
D-29640 Schneverdingen

IR TR ~ Tel.: +49 (0)5193 52653

'RWE Aktiengeselischaft

Organizational Unit.
Legal/Board matters
Opernplatz 1
45128 Essen

-via e-mail -

Counter-motions for the Annual General Meeting on May 15, 2003

Dear Sir or Madam,

I herewith put forward the following counter-motion as shareholder pursuant to § 125 ff. AktG
(German Stock Corporation Act):

Re ltem 3 — The acts of the Executive Board Members in fiscal 2002 shall not be ratified
Reasons:

RWE discontinued the Powerline activities in fiscal 2002.

In press releases, the management of RWE Powerline GmbH had atiributed the phase-out of

" the Powerline business to unforeseeable technical developments. Availability of free

frequencies for smooth operation of the Powerline service was said to be insufficient, and this
unforeseeable shortage of frequencies had even been exacerbated, it was said, in the
aftermath of the terrorist attacks of September 11, 2001, in New York.

The only conclusion to be drawn in this respect is that RWE tries with this statement to
conceal the true reasons underlying the decision to discontinue the service and for which the
management is responsible.

These are obviously the inadequate acceptance by customers. According to independent
sources, just 10 % of the customers planned for the end of 2001 had been signed up until the
service was phased out. Against this backdrop, the envisaged level of 120,000 customers for
the end of 2002 thus appeared to be unachievable in the foreseeable future. What is the
financial loss caused by this flop for the shareholders?

The shareholders of RWE have a legal right to comprehensive and correct information about
this venture which was doomed to failure from the very beginning. This legal right has not yet
been satisfied.

" Yours sincerely,

signed J Groger
{user number 849913)
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Norbert Zingraf 50170 Kerpen, March 30, 2003

RWE Aktiengesellschaft

Legal & Organizational Issues Department
Opernplatz 1

45128 Essen

Germany

Fax No.: +49-201-121-5743

Countermotions for the 105" Ordinary Annual General Meeting on May 15, 2003, in
Essen

Dear Madam/Sir,

| hereby submit the following countermotions in accordance with Sec. 125 et seqq. of the
German Stock Corporation Act (AktG) in my capacity as shareholder (see attached bank
confirmation).

Re Item 3: Disapproval of the Acts of the Executive Board—Motion to Cast a “Nay” Vote

Rationale:

RWE Rheinbraun CEO Bonekamp and his new Executive Vice-President for Power Generation,
Dr. Lambertz, are promoting the cost-cutting program (primarily consisting of a redundancy
scheme), substitute fuels and “Coal 2000” (to overcome problems in running power plants on
coal from the Harnbach mining region) in an attempt to glorify lignite. This is because this coal is
one of the biggest emitters of CO,—even when used in BoA plants, which are optimized for
lignite. Lignite will cease to be a competitive fuel with the introduction of the emissions trading
scheme approved by the EU at the latest. Unbalanced plans for the construction of further BoA
power plants and additional personnel cuts are causing unrest in the mining region, and RWE
cannot even afford such investments, given its current debt level of 25 billion euros!

Re Item 4: Disapproval of the Acts of the Supervisory Board—Motion to Cast a “Nay” Vote

Rationale:

According to statements made at the press conference on annual results, the strategy of making
inappropriate, untimely investments above all in Angloamerican companies has led to a debt
level of 25 billion euros. In the first three quarters of 2002 alone, debt rose from 1.1 t0 15.4
billion euros, with our shares “nose-diving” at the same time! Haven'’t renowned German
companies had to bid farewell to British and American business partners with a loss before? In
addition, this “bares flanks” to undesired investors as well as takeovers. New structures
damaging local roots and cutting costs to the detriment of employees and social security funds
are relied on to remedy this. One should teach them a lesson!

Sincerely yours,
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Re item 4 of the agenda: Ratification of the acts of the Supervisory Board

Counter-motion: "The acts of the members of the Supervisory Board shallno t
be ratified."

Reason:

Just as a growing share of the population, the Supervisory Board members shouid be
aware of the fact that RWE's power generation, involving the production of
radioactive nuclear waste, may have disastrous consequences, such as
pauperization, diseases and death even for unforeseeable generations of
descendants.

Do the Supervisory Board members not realize that the "profits” of RWE are the
result of dirty business, involving the production of highly toxic nuclear waste with
long-term radiation to the detriment of following generations?
~ No ratification of the acts of the Supervisory Board members with such an
‘, understanding of responsibility. :

Helmut Kohler, Hohenrainstr. 22, 71642 Ludwigsburg, phone: 07141/52122
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Sofie Linse
Hofrat-Strobel-Str. 33
89420 Hochstadt
(09074) 3451
(040) 3603763544
JohLinse@aol.com

Hochstadt, April 25, 2003

RWE Aktiengesellschaft
Organizational Unit
Law/Board Matters
Opernplatz 1

45128 Essen

‘ Re: Annual General Meeting of RWE on May 15, 2003,
Counter-motion to item 7 of the agenda

Dear Sir or Madam,

.. Inopposition to item 7c of the agenda | suggest:

- vnot to amend §12 paras. (1) and (2) of the Articles of Incorporation.
" to reword §12 para. (3) of the Articles of Incorporation as follows:

"The Chairman of the Supervisory Board shall receive double, his Vice-Chairman
one and a half times the amounts stipulated in paras. 1 and 2. If the respective
committee has acted at least once during the fiscal year, all members shall
receive one and a half times the amounts stipulated in paras. 1 and 2. If a

' member of the Supervisory Board holds several offices at the same time, he or

R she shall only receive the remuneration of the office with the highest
remuneration. Members who have been on the Supervisory Board or any other
committee for only part of the fiscal year shall receive a smaller remuneration in

- —proportion to their period of tenure." '

Reason:

The proposal for remuneration made by the Supervisory Board and Executive Board
under item 7c¢ of the agenda is neither appropriate to the general economic nor to the
internal business situation and is, in my opinion, not compatible with the objectives of
consolidation and cost reduction pursued according to the annual review. Based on
examples, | would like to show how high an increase in remuneration would be
according to the proposal of the Executive and Supervisory Boards. In my
caiculations, | assume that a share of profit is distributed in accordance with item 2 of
the agenda: ‘




. *» According to the old Articles of Incorporation, the remuneration of the
Supervisory Board Chairman amounts to €5,000 plus €450 times 100 (§12
(2) old Articles of Incorporation). This adds up to €50,000.00; times 2 (§12
(3) old Articles of Incorporation), total: €100,000.00.

If item 7 of the agenda was adopted and §12 (1) and (2) amended
accordingly, the Chairman of the Supervisory Board would receive
€40,000.00 plus €225 times 100 (§12 (2) of the new Articles of
incorporation). This adds up to €62,500.00; times 3 (§12 (3) new Articles of
Incorporation), total: €187.500.00.

This corresponds to an increase in remuneration of 87.5 %.

» According to the old Articles of Incorporation, the remuneration of the Vice-
Chairman of the Supervisory Board amounts to §2 (1) - (3): €75,000.00.

. If item 7 of the agenda was adopted, the Vice-Chairman would receive:
€125,000.00.

This corresponds to an increase of 66 2/3 %.

+ According to the old Articles of incorporation, the remuneration of a
Supervisory Board member amounts to €50,000.00.

If item 7 of the agenda was adopted, he or she would receive: €62,500.00.

This corresponds to an increase of 25 %.

- -- - . Yours sincerely,
. Linse Sofie

Enclosure: Bank certificate (admission ticket order form)
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Re Item 3 of the agenda: Ratification of the acts of the Executive Board

Counter-motion: "The acts of the Executive Board members shall no t be
ratified".

Reason:

It is true that by expanding the water and gas businesses, the Executive Board has
created certain preconditions for a transition to a sustainable handling of economic
affairs;

Nevertheless, in the electricity sector, risks and aberrations have hardly been
reduced:

-~ RWE's nuclear power plants continue to deliver highly radioactive nuclear waste
with long-term radiation.

RWE's fossil-fired power plants continue to consume non-renewable energy
resources, such as hard coal, lignite and natural gas.

RWE's large-scale power plants dissipate more than half of the primary energy
used as waste heat.

Especially because of the accumulation of more nuclear waste to the detriment of
many following generations, the acts of the Executive Board cannot be ratified.

Eva Matthecka, Am Kraherwald 249/1, 70939 Stuttgart; phone: 0711/654849




File No. 82-4018

Spinnhiitte

GmbH

Am Wasserturm 31
R D-29223 Celie

Phone: +49 (0)5141 3845-0

T Fax: +49 (0)5141 3845 45
e-mail; spinnhuette-celle@t-online.de
http:/fwww.spinnhuette-celle@t-online.de

Extension +49 (0)5141 3845

RWE Aktiengesellschaft
Executive Board
Opernplatz 1

| .

~ 45128 Essen

Annual General Meeting of RWE AG on May 15, 2003
Identification no, 703712 Custody account no. 800187874
Counter-motions

Dear Sir or Madam,
We should like to put forward the following counter-motions:

1. Counter-motion re § 12, para. 2, of the Articles of incorporation
The remuneration (of the Supervisory Board members) pursuant of § 12, para. 1, is
increased or reduced by € 5.00 per € 0.01 dividend per common share distributed in
excess of a dividend of € 0.50 per common share.

(! ., Reason:

Our representatives on the Supervisory Board are becoming increasingly enthusiastic
about a fairly lopsided remuneration which excludes every risk; this is to be partially
counteracted.

2. Counter-motion with respect to the number of Supervisory Board seats
The number of Supervisory Board seats held by the Supervisory Board members of RWE
Aktiengesellschaft, Essen, should be limited to a total of five (four more) companies. The
respective Supervisory Board member will inform the entire Supervisory Board even in
the case of potential conflicts of corporate interests!

Reason: .
Each Supervisory Board member should have sufficient time for information gathering
and analysis in order to be able to discharge his responsible duties.

Yours sincerely,
Spinnhitte GmbH

Walter Léning
- Executive Manager -
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Comments of the Executive Board in response to the counter-motions:

~ In'the generation of electricity, RWE has been relying for many years on a balanced mix of

primary energies, thereby ensuring supply security, economic efficiency and environmental

compatibility. Nuclear energy and fossil fuels cannot be replaced in the foreseeable future.

The cost reduction scheme at RWE Rheinbraun secures the leading position of lignite in
base-load power generation in the long run. A new lignite-fired power plant with optimized
technology (BoA) avoids up to three million tons of CO, per year with significantly enhanced
efficiency. In this respect, our capital expenditure planning is in line with the federal
government which has committed itself to securing efficient energy production in Germany,

including modern coal-fired power plants, as part of the implementation of the EU Directive

“on Emissions Trading.

We continue to regard the peaceful use of nuclear energy as being beneficial and
responsible. The management of radioactive waste arising in our nuclear power plantsis
ensured in compliance with highest safety standards on the basis of the Nuclear Energy
Agreement concluded with the federal government.

RWE Power has furnished proof to the regulatory authority that the emergency cooling of
unit A of Biblis nuclear power plant is not at risk. The openings ensure sufficient cooling; the
existing reserves are to be increased further. Nonetheless, the size of the suction openings
has been examined together with the cognizant authorities for several years. The
forthcoming involvement of the public in the approval procedure will show that the application
documents for the decommissioning of the Milheim-Karlich nuclear power plant are
complete. Duration, costs and the required manpower do not only depend on the permit, but
also on the individual tendering results. Adequate provisions have been created in the

balance sheet.

Through our subsidiary Harpen we are established in the expanding markets of "new
energies". Core competencies are energy contracting in the heat business and renewable

energies.

We continue to give high prid'r/it;ywté asbestos-related disease. To this end, we have
developed an expanded prevention scheme.




As far as the Powerline technology is concerned, we have always pointed to technical
difficulties and more stringent network usage conditions. Alternative approaches were not
promising.

With the large acquisitions abroad, RWE has acquired stable and profitable operations,
creating a balanced platform for long-term growth and increasing value, which is rather
insensitive to cyclical changes. The risk profile of the RWE Group has improved further along

“the lines of a balanced portfolio. This has strengthened the competitive posture of the Group

overall.

The changes to the remuneration of the Supervisory Board members aim to remunerate the
members of the Supervisory Board adequately. The proposed remuneration structure is
customary and in line with market conditions. it also implements a recommendation of the
German Corporate Governance Code according to which the chairmanship and the
membership in committees of the Supervisory Board also have to be reflected in the
remuneration. The new system will help to find high-caliber personalities for the Supervisory
Board office, which has been upgraded as part of the Corporate Governance discussion, in

the future, too.

The number of Supervisory Board seats of the members of our Supervisory Board is clearly
below the statutory limits. The recommendations made by the Code in this respect are also

“put into- practice. As we explained in the Ahnual Report, no conflicts of interest occurred in

the past business year, nor have any such conflicts arisen to date in the current fiscal year
2003.

We consider all counier-motions {o be unfounded and will make additional comments at the
Annual General Meeting, if required.

Essen, May 2, 2003

RWE Aktiengeselischaft
The Executive Board
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Group operating result 33% up year-on-year

- Core business 51% up on previous year

Non-core business 86% down year-on-year

Net income 37% down on previous year




At a glance

RWE Group Jan-Mar Jan-Mar +/-in% Full year
2003 2002 2002
External net sales € mitlion 12,826 13,324 - 3.7 46,633
EBITDA € million 2,547 1,883 + 353 7,241
Qperating result € million 1,752 1,317 « 33.0 4,504
Income before tax £ million 1,033 1,045 - 1.1 2,722
Net income € milion 437 693 - 369 1,050
Earnings per share
_Excl. goodwill amortization € 1.21 145 - 16.6 3.25
_Incl goodwill amortization € 0.78 1.23 - 366 1.87
Operating cash flow € million 1,902 1,885 + 25 5,933
Capital expenditure £ million 5,671 1,529 + 270.9 16,985
Free cash flow € million 972 1,002 - 3.0 1,838
03/31/03 12/31/02 +/-in%
Net debt € million 22,517 15494 + 453
Workforce? 138,116 131,765 + 4.8

* Operating cash flow minus capital expenditure on property, plant and equipment and intangible assets.

2 Full time equivalent (FTE), according to the percentage of fulk-time employment (1 FTE = 1 full-time position).




»Our core business is more than just stable:

Letter to Shareholders

It boosted its operating result by 11% in the first
quarter—even net of acquisition-related effects.«

Dear Shareholders,

Your company is well positioned in the international
arena. This was evidenced quite clearly by its first-
guarter performance. For the first time, sales gener-
ated by RWE abroad matched the level achieved in
Germany. This makes us much less dependent on the
German market. With Innogy, the Czech gas opera-
tions and American Water on board, we have enough
critical mass in the major utility markets and substan-
tial potential for growth. On top of that, the compa-
nies we acquired already made significant contribu-
tions to the Group's operating result in the first three
months of the current financial year.

I would like to summarize the key facts and figures
relating to the first quarter.

« We boosted the Group's operating result by 33%.

- Qur core businesses posted a 51% jump in their
operating result, primarily due to the consolida-
tion of the acquired companies. Excluding this ef-
fect, they recorded 11% growth. Once more, this
poéitivé performance was mainly driven by our
German electricity operations. However, the Gas
Business Area also contributed to our organic earn-
ings growth. Non-~core operations were clearly
down on the previous year. Heidelberger Druck-
maschinen continued to face a significant erosion
in demand.

= As planned and announced, the Group’s net in-
come reflects the cost of our far-reaching external
growth. All of our major acquisitions—along with
associated goodwill amortization and interest
charges—have been included in our consolidated
accounts for the first time. Furthermore, the previ-
ous year's corresponding figure was extraordinar-
ily high, owing to gains on disposals. This resulted
in a 16% decline in net income before goodwill
amortization. After goodwill amortization, net in-
come was 37% down on the previous year.

« Once we paid for the acquisition of American
Water, our net financial debt rose to €22.5 billion,
as planned. At year-end, our EBITDA will be six
times higher than the net interest expense, which
gives us a solid position. This was confirmed by
Standard & Poor’s "A+” credit rating in March.

RWE's common stock was unable to decouple itself

from the DAX in the first quarter, declining 17%. It

managed to close the gap again in the middle of

May. But conditions remain volatile. We are counter-

_ing the trend with continuity through ongoing cost-

cutting, efficient business processes and value-creat-
ing organic growth.

Essen, May 2003

Harry Roels
President and CEO




RWE Shares

RWE share performance
versus TAX

— RWE common share .

RWE preferred share o o DAX 30

&0

G0

1273172002

03/31/2003 05/09/2003

Upward trend following steep dip in share price in Q1

Stock markets continued to slide in the period under
review, following slight gains in share prices at the
beginning of the year. In the first quarter of 2003,
the DAX 30 slipped 16.2% to 2,424 points. During
this period, Germany’s leading index was barely able
to stay above the 2,200-point mark on occasion. The
DAX thus reached the lowest level since Novernber
1995, The stock markets' continued weakness was
principally caused by the general uncertainty leading
up to the Iraq war, which resulted in extremely high
oil prices, and the persistently stagnant economy.
Moreover, the situation was compounded by negative
business news. It was only once the Irag war had
begun and it became apparent that the conflict may
come to an early end that the world’s stock markets
embarked on the road to recovery, which continued
through the end of the reporting period. At the end
of April, the index had bounced back above the
points total it had recorded at the end of 2002.

RWE's share performance nearly mirrored the DAX.
Common stock was down 17.0% to €20.50 in the first
quarter of 2003. It fell below the €20 level during the
period. Preferred stock put in a slightly more stable
performance, slipping 8.7%. It closed the quarter at
€18.95. Both the burdens imposed by the general po-
litical climate and the global economy as well as er-
rors made by the capital market in assessing the RWE
Croup's net debt harmed our share performance.
However, RWE issues posted a marked gain after the
end of the period being reviewed and—in common
with the DAX—recovered from the lows recorded in
the first quarter.
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WE Group—Review of Operations

Core business boosts operating result by 51%

Economic environment still weak
The first three months of 2003 were characterized by

. the economy’s continued weakness. Growth was
-dampened above all by the Iraq conflict and high oil®

prices. Contrary to the previous year, the North Amer-
ican continent failed to provide stimuli for the world
economy. Although there was a slight resurgence in
investment activity in the USA, US consumer spend-
ing cooled down. EU countries have yet to overcome
the stagnation the markets have been experiencing
since 2001, Negative consumer and investor expecta-
tions as well as the state budget crises are a burden
on demand in the EU single market. By contrast, mar-
kets emerging in Eastern Europe and Asia unleashed
much stronger growth dynamics, thanks to stable do-
mestic demand. Latin America’'s economic climate
continues to suffer severe burdens from the Argen-
tine financial market crisis.

Germany still shows no signs of economic improve-
ment. This is still due to the lack of consumer and in-
vestor spending. According to forecasts published by
Germany's five leading economic research institu- ‘
tions, gross domestic product will grow by only 0.5%
in 2003. ’

Core businesses lift sales by 38%
principally thanks to consolidation effects

" In the first quarter of fiscal 2003, RWE generated

€12.8 billion in external net sales. We fell short of the
previous year's corresponding figure by 3.7%.
Whereas we posted 38.3% growth in our core busi-
nesses, our non-care activities only managed to
record a quarter of the sales achieved a year earlier.
RWE now produces half of its revenues abroad
(50.5%}), as compared to 27.2% in the corresponding
year-earlier period.

The sales trend in our core businesses was primarily

determined by the following consolidation effects:

= In the Electricity Business Area, we acquired the
UK-based energy utility Innogy (+€1,681 million),
which was consolidated as of June 1, 2002, and
we consolidated the Polish electricity provider
STOEN for the first time effective January 1, 2003
{(+€108 million).

= In the Gas Business Area, we consolidated our
Czech gas activities as of May 1, 2002 for the first
time (+€713 million) and Dutch-based Obragas ef-
fective July 1, 2002 (+€121 million).

= In the Water Business Area, we acquired the US
water utility American Water, which we inciuded in
our consolidated accounts as of January 1, 2003
(+€371 million).

These effects were contrasted in our non-core busi-
ness by our exit from the Shell & DEA Oil joint ven-
ture effective July 1, 2002, which caused us to shed a
significant amount of sales. In the first quafter of
2002, our oil downstream business contributed
€3,471 million to the Group's external net sales.

Net of first-time consolidations and deconsolidations,

sales slipped by 1.0%. This was largely due to the sig-

nificant deterioration of the sector in which Heidel-
berger Druckmaschinen is active. Furthermore, our US
subsidiary CONSOL Energy had to contend with
marked declines in sales in its hard coal business. The
sales trend was also hampered by negative currency
exchange effects. Due to the weakness of the pound
and the dollar, sales generated in these currencies
were devalued once they were converted into euros.
This mainly affected Thames Water, Innogy, American
Water and CONSOL. Currency exchange differences
had a net effect of about €200 million on the compa-
nies that had already been consolidated in the first
quarter of 2002 (Thames Water and CONSOL).




RWE Group—Review of Operations

External net sales

Jan-Mar Jan-Mar +/-in % Full year

€ million 2003 2002 2002
Electricity 7,217 5482 + 316 23,797
Gas 2,847 1,688 + 8687 5,666
Water 1,836 698 + 484 2,850
Environmental Services 511 - 4.9 2,136
Total core'business - 8,379 + 383 . 34,449
Heidelberger Druckmaschinen 1,443 - '16.0 4.315
Total non~core business 4014 . 7537 11,9073
Other activities 31 - 2.7 187
MGG e e . . o ‘13328 - . 37 - 46,63_3
_Germany 6,352 9,700 - 345 28.003‘
_Foreign 6,474 3.624 + 786 18,630

! Net, i.e. excluding the trading of electricity procured from third parties; the previous year's figures have heen adjusted.
? Including RWE Dea’s downstream operations, which were divested as of July 1, 2002, and account for €3,471 million for Q1 of 2002

and €7,682 million for the full year.

EBITDA and operating results post clear
double-digit growth over the previous year

We increased the Group's EBITDA and operating re-
sult in the first quarter of 2003 despite the sustained
economic 1ull and significant declines in income gen-
erated by our non-core business.

EBITDA jumped 35.3% to €2,547 million compared
with the previous year. Our core businesses recorded
47.9% growth. Net of the first-time consolidation of

Innogy, the Czech gas business and American Water,
we advanced EBITDA by 12.4%. Conversely, non-core
businesses saw EBITDA decline by 59.0%. Adjusted
to exclude our major acquisitions at the Group level,
EBITDA rose 3.6%. Without taking the aforemen-
tioned currency effect into consideration, which had a
negative impact on Thames Water and CONSOL to the
tune of -€70 million, the increase would have been
more pronounced.

EBITDA 4 Jan-Mar Jan-Mar +/-in % Full year
€ million 2003 2002 2002
Electricity 1.290 873 + 478 4,146
Gas 660 357+ 849 1,239
\Water 26.0 1,457
Environmental Services 217 281
Total'core business 7479 . 7123
Heidelberger Druckmaschinen 56.3 414
Total non-core:business™ 0590 .. 466"

278 - 348

Other/holding/consolidation

Total

353 . w241

* Including RWE Dea's downstream operations, which were divested as of July 1, 2002, and account for €16 million for Q1 of 2002 and

€52 million for the full year.




Operating result

RWE Croup—Review of Operaticns

Jan-Mar Jan-Mar +/-in % Full year

€ million 2003 2002 2002
Electricity 919 611 + 504 2,760
Cas 555 295 + 881 885
Water 300 257+ 167 963
Environmental Services - 288

Totalicoresbusingss— » <+ oo oo i i #5006 04706
Héideiberger Druckmaschinen - 77.8

HOCHTIEF (at equity) 46 - 1217 28
Total non-core business. ' 7208t = 185.9 180°
Other/holding/consolidation - 80 + 113 - 382

Total .

1,317  + 33.0 . 4,504

* Including RWE Dea's downstream operations, which were divested as of July 1, 2002, and account for - €16 million for Q1 of 2002 and

-€6 million for the full year.

Our operating result rose 33.0% to €1,752 million.
Core businesses posted 50.6% growth especially as a
result of our large-scale acquisitions. Innogy, our
Czech gas activities and American Water contributed
€237 million, €154 million and €80 million to the
consolidated operating result, respectively. But even
without these first-time consolidations, our core busi-
nesses would have closed the quarter 11.1% up year-
on-year due to our strong electricity and gas busi-
ness. By contrast, our non-core activities recorded a
substantial drop, with their operating result declining
by 85.9%. This was mainly due to the collapse in de-
mand experienced by Heidelberg. Net of the afore-
mentioned first-time consolidations, the Group's op-
erating result was 2.7% down on the year-earlier level
owing to our weak non-core business. This figure also
reflects the adverse currancy exchange effects

" (Thameés Water-and CONSOL) to the tune of

€43 million.

With an operating result of €919 million, the Electric-
ity Business Area was once again the mainstay of our
earnings. It boosted earnings by 504% year-on-year.
This was primarily due to the fact that Innogy was
consolidated for the first time, And this effect was
compounded by the fact that the period between
January and March is typically the strongest quarter
for the British energy utility for weather-related rea-

sons. But thanks to the continued upward trend in
our German electricity business, the operating result
improved by 11.6% even excluding Innogy. Once
again, our cost-cutting program, higher wholesale
prices and our exclusively return-oriented sales policy
were the major success factors. Conversely, CONSOL's
earnings situation worsened even more despite im-
proved margins in the gas business. Our US sub-
sidiary sold much less hard coal than in the previous
year due to technically-induced production down-
times and low demand. CONSOL's operating result
decreased by €29 million to €46 million. This includes
the negative currency exchange effects.

The Gas Business Area improved its operating result
considerably. It rose 88.1% to €555 million. The Mid-
stream/Downstream Division more than doubled its
operating result. Contributing an operating result of
€154 million in the first quarter, the inciusion of the
Czech gas activities was a major driver. In addition,
the winter quarter is typically the period in which the
Czech gas business generates above-average earn-
ings. Net of consolidations, the Gas Business Area
would have closed the quarter being reviewed clearly
up on the previous year's first quarter, recording a

" jump of 27.8%, since sales were higher due to the

weather. The Upstream Division was also able to
boost its operating result, posting 45.7% growth,




-
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Major drivers were improved margins on the back of
higher oil prices as well as the continuous expansion
of our oil and gas production.

The Water Business Area grew its operating result by
16.7% to €300 million. This was due to the first-time
consolidation of American Water. American Water
generated an operating result of €80 million for the
quarter, which is essentially unchanged from the pre-
vious year's first quarter under US GAAP. Due to sea-
sonal effects, earnings generated from January to
March were significantly below the quarterly average
for the year. During the winter months, water con-

~sumption-decreases-and-the maintenance-costs in-- - -
curred in the winter to remedy damage to pipes

caused by the cold are above average. Earnings pro-
duced by our Water Business Area were dampened by
negative currency exchange effects.

Reconciliation to net income
€ million

Once again, the Environmental Services Business Area
saw its earnings situation deteriorate considerably in
the first quarter. Its operating result was 28.6% down
year-on-year. The cyclical downturn and the much
more severe competitive pressure in the residential
and commercial waste sectors were the main reasons.

In the non-core business, Heidelberger Druckmaschi-
nen recorded an operating result of €39 million—less
than a quarter of its operating result total for the first
quarter of 2002. The world market leader in printing
technology suffered most recently under a dramatic
cyclical downturn, which was especially hard felt in its
key markets, i.e. in -Germany-and the USA. HOCHTIEF,
which is included in our consolidated financial state-
ments at equity based on its p.rorated net income,
closed the reporting period with a loss of €10 million.
This was due to the devaluation of securities held in a
special fund and an increased tax rate. The previous
year's corresponding figure was exceptionally high
owing to proceeds from the sale of the real-estate
company Monachia. As expected, HOCHTIEF's oper-
ating result displayed a stable development. '

Operating:result-—- -

+ Non-operating result

_Goodwill amortization

+ Financial resulls

Income before:tax

- Taxes on income

Incomesaftertax::- »:

- Mingrity interest

Netincome’ ™

_Excl. goodwill amortization

_Incl. goodwill amortization

Earnings:per:share

_Excl. goodwill amortization

_Incl. goodwill amortization

Jan-Mar Jan-Mar +/-in% Full year
2003 2002 2002
UL31T e 33100 4504

35 297 - 882 850

- 122 - 1000 - 780

- 569 - 325 - 2,632

L,045 e O U272

- 500 - 182 - 1747 - 1,367
o863 38200 01,355,

- 96 - 170 + 435 - "305
681 815 ~ 164 1,830

437 693 - 369 1,050

€ 121 145 - 166 3.25
€ 0.78 1.23 -~ 366 1.87




Decrease in net income reflects acquisition costs
As in the consolidated financial statements for fiscal
2002, the reconciliation to net income reflects
planned expenditure on our strong external growth.
Now that American Water has been fully consolidated
as of January 1, the first quarter of 2003 is the first
reporting period that includes all major acquisitions,
including goodwill amortization and interest. Net in-
come generated in the year-earlier quarter was excep-

»tionally high, owing to proceeds on divestments and

a low_ tax rate,

The non-operating result declined by €262 million to
€35 million. This decrease is mainly due to three fac-
tors. High gains were received on disposals in the
previous year, whereas there were no comparable pro-
ceeds in the period being reviewed. Moreover, good-
will amortization doubled to €244 million. In addi-
tion, we accrued €84 million in further restructuring
provisions since the market situation experienced by
Heidelberger Druckmaschinen worsened even further.
The release of €326 million in nuclear energy provi-
sions had a counteractive effect.

_Financial results were down 32.5% to -€754 million.

This was principally due to the acquisition-induced
rise in the interest expense. Income before tax was
roughly on par with the previous year's level at
€1,033 million. In contrast, income after tax declined
by 38.2% since the tax rate increased from 17% to
48%. The previous year's corresponding figure bene-
fited from high tax-exempt gains on disposals. The
rise in goodwill amortization also contributed to the
increase in the tax rate, because it causes pretax in-
come to decrease, but does not reduce taxes. Minor-
ity interests declined by 43.5%. This was caused by
the substantial drop-in earnings contributed by
Heidelberg and CONSOL.
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At €681 million, net income before goodwill amorti-
zation was 16 4% down on the previous year. This re-
sults in earnings per share of €1.21. Including good-
will amortization, net income declined by 36.9% to
€437 million. Corresponding earnings per share de-
creased to €0.78.

Cost offensive: 80% of total goal realized

We aim to achieve €300 million in cost reductions for
fiscal 2003 as a whole. Measures impiemented al-
ready secured some €70 million in cost savings in the
first quarter alone. Initiated in 2000, the program fo-
cuses on our German electricity operations and envi-
sions reducing annual costs by €2,555 million by the
end of 2004. As of March 31, 2003, we had already
realized €2,025 million of this target and thus
achieved nearly 80% of the cost savings goal.

Cash flow statement—key figures

Operating cash flow generated in the first quarter of
2003 totaled €1,902 million. We thus eclipsed the
previous year’s figure by 2.5%. The significant im-
provement in our operating result—adjusted to ex-
clude non-cash effects—contributed to this perform-
ance. A counteractiné effect was felt from the fact
that we reduced net current assets to a lesser extent
than in the year-earlier period. Cash flows from in-
vesting activities increased by €2,945 million to
€4,488 million above all as a result of the acquisition
of American Water. Cash flows from financing activi-
ties amounted to €2,576 million compared with
€1,696 million in the previous year's corresponding
quarter. All in all, cash and cash equivalents totaled
€2,167 million and were thus essentially unchanged
from the beginning of the quarter. Free cash flow,
which we define as operating cash flow minus capital
expenditure on property, plant and equipment and
intangible assets, totaled €972 million and was thus
again nearly on par with the high year-earlier ievel.
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Capital expenditure rises

through acquisition of American Water

In the first quarter of 2003, capital spending totaled
€5,671 million. The clear increase over the previous
year is largely due to capital expenditure on financial
assets, with the acquisition of the US-based water
utility American Water having a major impact
(+€4,535 million). Net of this acquisition, capital ex-

penditure on financial assets would have dropped to
a third of the previous year’s level, or €206 million.
Capital expenditure on property, plant and equip-
ment amounted to €930 million. The 9.0% increase is
principally due to the effects of consolidation from
the inclusion of Innogy's investing activity, the Czech
gas companies and American Water.

Capital expenditure - Jan-Mar Jan-Mar +/-in% Full year
€ million 2003 2002 2002
Electricity 523 663 - 211 3,142
Gas 80 253 - 684 5,365
Water 279 - 2,181
Environmental Services 108 - 808 695
Total core business. L1303 #3256 11,383
Heidelberger Druckmaschinen 120 - 6.7 365
Total‘non-corebusiness: 433° - 158 ... - 397"
Other activities 93 - 849 5,205
Total, S SR 1,529 1-:»2'{0.9- . 16,985
_Capital expenditure on property, plant and equipment 930 853 + Q.O 4,095
_Capital expenditure’ on financial assets 4,741 676 + 601.3 12.890

* Including RWE Dea’s Downstream operations, which were divested as of July 1, 2002, and accounted for €13 miliion for Q1 of 2002 and for

€32 million for the full year.

Personnel headcount grows 5% due to acquisitions
As of March 31, 2003, the RWE Group employed
138,116 people (full time equivalent). Our workforce
expanded by 6,351 employees, or 4.8%, vis-a-vis De-
cember 31, 2002. Operational changes caused the
labor force to shrink by a net 278 employees (-0.2%).

Heidelberger Druckmaschinen implemented substan-
tial job cuts (-359). First-time consolidations and de-
consolidations added 6,629 employees. Primary driv-
ers were the first-time consolidation of American
Water (+5,788) and the first-time inclusion of the Pol-
ish-based power utility STOEN (+1,677).
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Workforce* As of Asof +/-in%
03/31/03 12/31/02
Electricity 71,540 69,441 + 3.0
© Gas 5,074 9,176 - 11
Water 16,348 11,907 + 415
Environmental Services

14,208 14,406 - 1.4

Total:coreibusiness. .

104,930 o+ 1614

Non-core business (Heidelberger Druckmaschinen)

23,460 -~ 1.7

Other/holding

3375 + 02

Total

131,765 + 4B

_Germany

76,202 - 0.2

_Foreign

55,563+ 117

* Full time equivalent (FTE), according to the percentage of full-time employment (1 FTE = 1 ful-time position).

Acquisition of American Water

completed successfully

We concluded the acquisition of American Water
Works on January 10, 2003 —earlier than anticipated.
The deal received approval from the company’s share-
hc.;lders,/US, antitrust authorities and all the regulatory
authorities involved. Bill Alexander, President and
CEO of Thames Water, was appointed chief executive
of the US water utility, a position he fills concurrently
to his existing duties. The company was renamed
American Water and heads up RWE's entire water
business in North and South America.

RWE places the first 30-year bond issued

by a utility on fhe euro capital market

To finance the acquisition of American Water, we
increased our existing debt issuance program from
€15 billion to €20 billion. By the end of January, we
had already privately placed a €750 million euro bond
with a term of 30 years. The bond was extremely well

" received and was. oversubscribed several times. It was

the first 30-year issuance by a utility on the euro capi-
tal market.

Net debt

Net financial debt rose by €7.0 billion in the period
being reviewed. It amounted to €22.5 billion as of
March 31, 2003. However, taking into account the
higher value of financial derivatives that we used to
hedge our liabilities against currency and interest ef-
fects, net financial debt was about €1.1 billion lower.
Both the financing of the €4.5 billion paid to pur-
chase American Water and the assumption of the US
water utility’s liabilities contributed to the increase in
debt. High operating cash flow of €1.9 billion and
proceeds from asset disposals of €0.6 billion had a
counteracting effect.

At the end of the first quarter, due to the seasonally-
induced high EBITDA, the ratio of EBITDA to net in-
terest was 9.0 and thus remained clearly above the
lower limit of 5 defined by us and the value of 6 ex-
pected for the full year.
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Stable credit rating

The world’s two leading rating agencies confirm our
good creditworthiness despite our most recent acqui-
sitions. Standard & Poor’s confirmed our “A+" rating
on March 13, merely changing the outlook from “sta-
ble” to "negative.” Moody's upheld our “Al” rating
with a “negative outlook.” Both agencies positively
underscored the Group's solid portfolio, placing em-
phasis on the water business, our high liquidity and
our current course for consolidation.

Outlook: Core businesses post double-digit
growth in operating results

We anticipate being able to uphold the forecast on
the Croup’s earning situation for the full year that we
published in March together with the 2002 financial
statements.

We will grow our consclidated operating result
again in the current financial year. We expect to post
a double-digit increase that will be achieved solely
thanks to our core businesses. This will principally re-

* sult from the first-time consolidation of American

Water and the first-time full-year consolidation of
Innogy and our Czech gas operations. Moreover, we
anticipate a slight rise in earnings generated by our
core businesses even without these consolidation ef-
fects. This will be based on the sustained upward
trend in our German electricity business. Negative
currency exchange effects will have a counteractive
effect. Excluding American Water, which was not in-
cluded.in the Group's 2002 consolidated financial
statements, and including Innogy and our Czech gas
activities on a prorated basis for 2002, we expect our
operating result to decline by some €200 million due
to currency effects. If one included American Water,
Innogy and the Czech gas business in the compari-
son to the previous year on a full-year basis, the cur-
rency effect would be in the order of magnitude of
about -€300 million. Our budget is based on the as-
sumption that the average rate of the euro to the US
dollar and British pound will be 1:1.10 and 1:0.70,
respectively. However, currency charges will largely
be absorbed by the non-operating result and the fi-
nancial results. Accordingly, when converted to euros,

goodwill amortization will decrease, as will the inter-
est expense, due to the fact that acquisition financ-
ing was conducted in US doliars and British pounds.

We expect the Electricity Business Area to increase its
operating result by low double digits. This improve-
ment in earnings will stem primarily from the full-year
consolidation of Innogy, compared with seven
months of consolidation in 2002. We anticipate our
German electricity operations will continue their posi-
tive earnings trend, albeit only with moderate growth
rates. Measures supporting this development will be
the savings realized as part of our cost-cutting pro-
gram and the siight increase of wholesale electricity
prices. The aforementioned currency exchange effects
relating to Innogy and CONSOL will depress earnings.

We also expect our Gas Business Area to post moder-
ate double-digit earnings growth. Our Midstream/
Downstream Division will record a substantial in-
crease. Growth will be driven by the fact that, in
2003, we will include our Czech gas activities in our
consolidated accounts on a full, twelve-month basis
for the first time. However, this segment will improve
its operating result even without this consolidation
effect. This is principally due to the weather-induced
rise in sales generated by our German business.
According to our forecasts, the Upstream Division will
close the fiscal year slightly down on the previous
one. Lower oil prices may curtail the operating result
in the current financial year. We secured some 50% of
the annual production volume with forward contracts.

Operating results generated by the Water Business
Area will post significant double-digit growth over the
previous year, primarily owing to the first-time con-
solidation of American Water. As a result, this busi-
ness will contribute about a quarter of the Group's
operating result. But, as mentioned earlier, we are ex-
pecting negative currency effects. Furthermore, the
regulated UK water business will draw higher capital
expenditure, the lion’s share of which we are likely to
be able to compensate from the beginning of the
next regulatory period in 2005 onwards. American
Water currently has to contend with poor background




economic conditions as well as the increased cost of
security and insurance services caused by the Sep-
tember 11 terrorist attacks.

The unfavorable economic conditions under which
the Environmental Services Business Area has to oper-
ate will become even worse due to the introduction
of the mandatory can deposit in Germany. We believe
we will only partially be able to offset burdens
through cost-cutting measures in the 2003 financial
year. Therefore, this business area’s operating result
will fall just short of the previous year's level.

Our non-core businesses will see another decline in
their earnings contribution. Heidelberger Druck-
maschinen has to deal with a substantial drop in de-
mand in the printing industry. Therefore, the com-
pany has stepped up the cost+eduction program
launched in the fall of 2002. The initial €200 million
annual savings target was increased by €80 million.
Although the cost-cutting program will largely take
effect in 2003, Heidelberg's earnings situation will
deteriorate considerably during RWE's fiscal year. We
expect the earnings contributed by our stake in
HOCHTIEF, which is active in the construction indus-
try, to be on par with the year-earlier level.

As explained in the commentary on the first quarter,
the reconciliation to net income fully reflects the ef-
fects of our acquisitions for the first time. Non-oper-
ating results will be markedly down year-on-year due
to the anticipated increase in goodwill amortization
of approximately €1 billion and the decline in sales
proceeds. The further release of nuclear energy provi-
sions implemented to account for the reduction in nu-
clear waste disposal costs will have a counteracting
effect. We'expéct an ordér of magnitude that atleast”
matches the previous year's level (€963 million). Fi-
nancial results will continue to drop. This decrease
will principally stem from the cost of financing our
major acquisitions and the redemption of debt as-
sumed from the acquired companies. Currency effects
will provide relief that will Jargely compensate the
negative impact of currency exchange rates on our
operating result. Based on the aforementioned plan-
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ning measures, we expect our net income to experi-
ence a burden of €50 million or less at the end of the
year. We will have another high tax rate, partially pe—
cause we will not capitalize any deferred taxes for’
losses carried forward, as in 2002. In so doing, we
are recognizing that we are unlikely to be able to off-
set a large portion of these tax loss carryforwards
against domestic tax in the foreseeable future. We al-
ready commented on this in the 2002 annual report.
Allin all, net income after goodwill amortization will
be lower than the €1,050 miilion achieved a year ear-
lier. We anticipate a decline of between 25% and
30%. Excluding goodwill amortization, net income
will roughly match the previous year's level.

Our net debt, which rose to €22.5 billion at the end
of March 2003 owing to acquisitions, will increase
even further over the course of the second quarter
primarily due to a tax backpayment and the dividend
payout. Our prognosis included a high of €25 billion
and claimed that we would reduce our net debt to
under €24 billion by the end of the year. Due to the
weak dollar and pound, and based on the assumed
exchange rates of USS$S1.10 and £0.70 to the euro, we
expect net debt will total less than €23 billion at the
end of the year.

Forward-looking statements

This report contains forward-looking statements re-
garding the future development of the RWE Group
and its companies as well as economic and political
developments. These statements are assessments
that we have made based on information available to
us at the time this document was prepared. In the '
event that the underlying assumptions do not materi-
alize or additional risks arise, actual performance can
deviate from the performance expected at present.
Therefore, we cannot assume responsibility for the
correctness. of these statements.
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Core Business

Electricity Business Area

- Operating result up 50%

= 12% organic earnings growth thanks to successful German business

Key figures

Jan-Maf Jan-Mar +/-in % Full year

2003 2002 2002

Electricity sales volume? kwh million 79,995 63,891 + 252 267,502
External net sales'”? € million 7,217 5482 + 316 23,797
_Electricity £ million 5,016 3,503 + 43.2 15,714
Electricity trading € million 327 184+ 777 869
EBITDA € million 1,290 873 + 47.8 4,146
Operating result € million 919 611 + 504 2.760
Capital expenditure € million 523 663 - 211 3,142

03/31/03 12/31/02

Workforce

71,540 69,441 + 3.0

! Net, i.e. excluding the trading of electricity procured from third parties: the previous year's figures have been adjusted.
? Includes €273 million in direct electricity taxes {QL of the previous year: €230 million}).
* Full time equivalent, according to the percentage of full-time employment.

In the first quarter of 2003, German power consump-
tion was about 4% up on the previous year. This was
mainly due to the fact that the weather was markedly
cooler and that—despite the stagnant economy—the
raw materials industry, which is very energy intensive,
increased its production, with the chemicals sector
leading the way. Wholesale prices paid for electricity
rose again. Average one-year forward prices paid for
power deliveries in 2004 (day's prices) were €24.89
per megawatt hour of base-load power from January
to March and were thus 7.8% higher than the previ-
ous year’s comparable figure. In the peak-load seg-
ment, average prices paid for such forward contracts
were up 13.7% to €37.32. Prices paid for power deliv-
eries to end customers rose accordingly. Electricity
prices paid by industrial enterprises advanced by 5%.
Household customers had to pay about 6% more on
average. This was due to price developments on the
wholesale market and the increase in the electricity
tax that took effect on January 1, 2003, as well as the
mounting levies charged to subsidize renewables-
based energies.

In the UK, our second-largest electricity market, elec-
tricity consumption was virtually unchanged. The ef-
fects of the cooler weather and the economic slump
on demand for electricity offset each other for the
most part. Wholesale electricity prices appear to be
on the road to recovery since then.

Our electricity sales volume was up 25.2% to 80.0
billion kWh, primarily as a result of the first-time in-
clusions of Innogy and the Polish electric utility
STOEN. In the period under review, these companies
had sales volumes of 16.3 billion kWh and 2.0 billion
kWh, respectively.




External net sales generated by the Electricity Busi=

“ness Area rose 31.6% to €7.2 billion. This was princi-

pally due to the two aforementioned effects of con-
solidating Innogy (+€l,681 million) and STOEN
(+€108 million). They were contrasted by declines in
operating sales generated by our power trading activ-

Electricity Business Area
Key figures by division

January-March

Core Business

ities and CONSOL. Due to production downtimes and
low demand, our US subsidiary sold far less hard coal
than in the previous year. In addition, CONSOL's con-
tribution was negatively affected by currency ex-
change rates owing to the drop in the dollar.

EBITDA
January-March

External net sales’
January-March

Total sales Operating result

January-March

€ million 2003 2002 2003 2002 2003 2002 2003 2002
Power Generation ) 1,062 1,212 131 161 253 161 196 121
Lignite-Fired Power Generation and Mining 1,113 1,227 693 802 271 279 143 149
Trading 1.408 2,295 570 781 5 29 4 3¢
Net 1,197 1,107 560 387 177 208 130 160
Sales and Marketing 3,008 2,885 2,916 2,796 265 174 186 150
Industrial Services 645 540 593 488 13 - 8 2 - 21
UK Energy 1,681 - 1,681 - 276 - 237 -
Other/electricity consclidation - 2,836 - 3,028 73 86 30 30 21 22
_Harpen 73 13
Total ;

“ Net, i.e. excluding the trading of electricity procured from third parties; the previous year's figures have been adjusted.

The Electricity Business Area improved yet again.
EBITDA was up 47.8% to €1,290 million, and operat-
ing results advanced 50.4% to €919 million. This was
principally due to Innogy’s inclusion. The period from.
January to March is typically the British utility’s
strongest quarter due to the weather. The operating
result improved 11.6% even without Innogy, thanks to
the sustained upward trend in our German electricity
business. Once again, the key success factors were our
cost-cutting program, higher wholesale prices and our
sales policy, which is sharply focussed on returns. By
contrast, CONSOL's earnings decreased by €29 miliion
to €46 million despite an improvement in gas margins.
This was principally due to the weak performance put
in by the hard coal business and the unfavorable dol-
lar-to-euro exchange rate.

We expect the Electricity Business Area to increase its
operating result by low double digits for fiscal 2003
as a whole. This improvement will stem primarily from
the full-year consolidation of Innogy. compared with
seven months of consolidation in 2002, We anticipate
our German electricity operations will continue their
positive earnings trend, albeit only with moderate
growth rates. Measures supporting this development
will be the savings realized as part of our cost-cutting
program and the slight increase of wholesale electric-
ity prices. The aforementioned currency exchange
effects relating to Innogy and CONSOL will depress
earnings.
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Core Business

Gas Business Area

14

= Operating result jumps 88% year-on-year primarily due to consolidations

= Cold winter months spur gas sales

Key figures Jan-Mar Jan-Mar +/-in % Full year
2003 2002 2002
Production {Upstream}
_Natural gas? m* million 762 679 o+ 122 2,382
_Petroleum thousand m® 1,416 1,260 + 12.4 5,408
Natural gas sales {(Midstream/Downstream) kWh million 112,685 57,765 + 951 220,258
External net sales € million 2,847 1,688 + 687 5,666
EBITDA € million a60 357 + 84.9 1,239
Operating result € million 355 295 + 88.1 885
Capital expenditure € million 80 253 - 68.4 5,365
03/31/03 12/31/02 +/-in%
Waorkforce? 3,074 8,176 - 11

* Including Norwegian production.

2 Full time equivalent, according to the percentage of full-time employment.

Prices on the world oil market were very high in the
first quarter of fiscal 2003. Average prices paid for a
barrel of Brent crude amounted to $31.5, compared
with $21.0 in the previous year's corresponding pe-
riod. Price developments were characterized by spec-
ulation and nervousness in anticipation of the Iraq
war. The situation was compounded by production
downtimes caused by political instability in Venezuela
and Nigeria. Contributing factors were the extremely
low inventories in the US as well as long periods of
cold weather in parts of Europe and the USA.

Natural gas consumption in Germany and the Czech
Republic was up 14% due to cool weather conditions.
Prices paid-for gas on-the German market, which

_track the development of oil prices with a six-month

lag, recovered somewhat after recording lows in the
middle of 2002. However, they were still 24% down
on the level achieved in the first quarter of 2002 for
deliveries made to municipal and regional utilities.
Conversely, gas sales to industrial customers cost
10% more on average, because the window for mak-
ing price adjustments has become smaller. Private

and commercial customers paid about 2.5% more for
gas. Prices in the Czech Republic were still some 10%
down year-on-year.

Our Upstream Division stepped up its gas produc-
tion by 12.2% to 762 million m’. In Germany and
Great Britain, production from existing oil fields was
intensified due to the weather-induced increase in de-
mand. In addition, we became more efficient in ex-
ploiting reserves in Egypt. Natural gas sales volumes
generated by the Midstream/Downstream Division
nearly doubled to 112.7 billion kWh. This was princi-
pally due to the first-time consolidation of our Czech
gas operations as of May 1, 2002, Furthermore,
Dutch-based Obragas was included in our consoli-
dated accounts effective July 1, 2002. But sales vol-
umes advanced significantly due to the weather, even
without these two consolidation effects. Net of con-
solidations, they rose by 16.5%. RWE Dea’s petro-
leum production increased by 12.4% to 1.4 million m’
as a result of the expansion of production capacity in
the German Mittelplate oilfield.




Gas Business Area
Key figures by division

January-March

Core Business

EBITDA
January-March

External net sales
January-March

Total sales Operating re

sult

January-March

*Included as of May 1, 2002.
? Including the consolidation of sales within the business area.

External net sales were boosted by 68.7% to

€2,847 million in the Gas Business Area. We also
posted a substantial gain in the Midstream/Down-
stream Division. Drivers were the first-time consolida-
tion of our Czech gas business (+€713 million) and
Obragas (+€121 million) as well as higher gas sales
volumes, which were primarily spurred by the
weather. Additionally, the increase of the natural gas
tax had an effect on prices. The Upstream Division

__also recorded a clear rise in sales. The increase was

caused by the high level of oil prices and the afore-
mentioned oil and gas sales growth. The Gas Business
Area also benefited from the non-recurrent effect of
the transfer of our refinery and service-station busi-
ness to the Shell & DEA Oil joint venture and the sale
of these operations to Shell. Proceeds generated from
the joint venture were stated as intra-group sales on a
50% basis until our exit as of July 1, 2002. Since
then, they have been fully allocated to external net
sales.

_ _EBITDA was up 84.9% to €660 million, and operat-

ing results advanced 88.1% to €555 million. The Mid-
stream/Downstream Division more than doubled its
operating result. Key contributing factors were the in-
clusion of our Czach gas activities, which generated
an operating resuit of €154 million in the first quar-
ter. Moreover, the Czech gas business also records

L76T 1688

above-average earnings in the winter months. Net of
consolidation effects, this business area would have
closed the reporting period markedly up on the previ-
ous year (+27.8%) due to the weather-induced in-
crease in sales volumes. The Upstream Division was
able to improve its operating result significantly in its
own right, posting 45.7% growth. Major drivers were
improved margins owing to higher oil prices and the
continuous expansion of our oil and gas production.

We anticipate a moderate double-digit rise in earn-
ings for fiscal 2003 as a whole. Our Midstream/
Downstream Division will record a substantial in-
crease. Growth will be driven by the fact that, in
2003, we will include our Czech gas activities in our
consolidated accounts on a full, twelve-month basis
for the first time. However, the operating result gén-
erated by this segment will close the financial year up
on the previous one even without this consolidation
effect. This is principally due to the weather-induced
rise in sales generated by our German business. Ac-
cording to our forecasts, the Upstream Division will
close the fiscal year slightly down on the previous
one. Lower oil prices may curtail the operating result
in the current financial year. We secured some 50% of
the annual production volume with forward contracts.
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€ million 2003 2002 2003 2002 2003 2002 2003 2002

Midstream/Downstreah 2,555 1,426 2,488 1,390 472 226 418 201
" _Gas in the Czech Republic 724 - 713 - 185 - 154

Upstream 3537 3412 359 298 188 131 137 94




Core Business

Water Business Area

ol
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= Operating result 17% up year-on-year

= American Water consolidated for the first time

Jan-Mar +/-in% Fu]lyéar

_Key figures 7 7 Jan-Mar
€ million 2003 2002 2002
External net sales 1,036 698 + 484 2,850
EBITDA 475 377 + 26.0 1,457
Operating result 300 257 o+ 167 963
Capital expenditure 4,921 279 - 2,181
03/31/03 12/31/02 +/-in%

Workforce* 16,848

11,907  + 415

* Full time equivalent, according to the percentage of full-time employment.

The global water market remained stable in the first ernization of network infrastructure. Privatization and
quarter. Business in the water and wastewater serv- outsourcing trends are still alive. However, competi-
ices market harbors long-term growth potential due tion for new contracts has picked up considerably—
to the significant sums required to finance the mod- especially in large industrial nations.

Water Business Area External net sales EBITDA Operating result
Key figures by region January-March ‘January-March January-March
an 2003 2002 2003 2002 2003 2002
€ million .
Great Britain and Ireland 455 503 256 281 156 195
_Regulated business 401 4490 236 258 140 166
Americas 461 110 171 41 106 30
Europe, Middle East, Africa 93 62 46 45 38 25

Asia-Pacific

Total




At €1,036 million, external net sales were 48.4%
higher than in the previous year. This was mainly due
to the first-time consolidation of American Water,
which took effect on January 1, 2003 (+£371 million).
The Americas thus advanced to become our strongest
sales region. We experienced a decline in sales in our
UK business owing to currency exchange rates. Sales
generated in Europe/Middle East/Africa climbed
more than 50% through the inclusion of RWW
Rheinisch-Westfalische Wasserwerksgeselischaft
(+€23 million) and of the two Spanish water utilities
PRIDESA and Ondagua (+€20 million).

EBITDA amounted to €475 million—up 26.0% on the
previous year's level. The operating result rose
16.7% to €300 million, primarily due to the first-time
consolidation of American Water. The company
posted an operating result of €80 million. This figure
was roughly on par with the level achieved a year ear-
lier when American Water was still applying US GAAP.
Due to seasonal effects, earnings generated from Jan-

" uary to March were substantially Tower than the quar-

terly average for the entire year. Less water is con-
sumed in the winter months and maintenance costs
are above average during this period as pipes rupture
owing to the cold weather. Operating resuits
recorded by the water business were burdened by a
negative currency effect of €32 million compared
with the previous year.

Operating results generated by the Water Business
Area for fiscal 2003 as a whole will post significant
double-digit growth over the previous year, primarily
owing to the first-time consolidation of American
Water. As a result, this business will contribute about
a quarter of the Group’s operating result. However,
the negative currency effects mentioned earlier will
depress earnings. Furthermore, the regulated UK
water business will draw higher capital expenditure,
the lion's share of which we are likely to be able to
compensate from the beginning of the next regula-
tory period in 2005 onwards. American Water cur-
rently has to contend with poor background economic
conditions as well as the increased cost of security
and insurance services caused by the September 11
terrorist attacks.

Core Business
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Core Business

Environmental Services Business Area
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= Operating result down 29% on previous year

- Margins under considerable pressure due to fiercer competition

Key figures Jan-Mar Jan-Mar +/-in% Full year
€ million 2003 2002 2002
External net sales 486 511 - 4.9 2,136
EBITDA 54 69 - 217 281
Operating result 20 28 - 28.6 98
Capital expenditure 21 108 - 806 695
03/31/03 12/31/02 +/-in%
Waorkforce* 14,208 14,406 - 1.4

* Full time equivalent, according to the percentage of full-time employment.

Germany's waste disposal sector continued to suffer
from the economy’s persistent weakness. Pressure
from competition in the residential and commercial
waste business, which was already high, became even
more severe. Risks associated with the recycling en-
terprise “Duales System Deutschland” (DSD) from the
mandatory deposit on-beverage-packagings intro- -
duced on January 1, 2003, and from the new invita-
tion to tender for DSD contracts for 2004 initiated in
the middle of March. The price level in the secondary
raw material sector was stable. This applies especially
to the waste paper as well as the electronic and elec-
tric scrap markets.

At €486 million, external net sales were 4.9% lower
than in the previous year. We experienced shortfalls
primarily in the residential and commercial waste sec-
tors. Furthermore, the volume of orders received in
the cross-border waste and-recycling business with
the Benelux countries declined.

This business area’s earnings situation worsened
markedly despite the restructuring that was carried
out as planned. Due to the aforementioned burdens,
EBITDA dropped by 21.7% to €54 million. At €20 mil-
lion, the operating result was 28.6% lower than a
year earlier.

Conditions underlying our German waste disposal
business are already unfavorable, and they will con-
tinue to deteriorate as a result of the introduction of
the can deposit in Germany for fiscal 2003 as a
whole. We'believe we will only partially be able to
offset burdens through cost-cutting measures in the
2003 financial year. Therefore, this business area’s
operating result will fall just short of the previous
year's level.




Non-Core Business

Heidelberger Druckmaschinen

= Operating result down 78%

= Demand in the printing machine industry still at record low

Key figures Jan-Mar Jan-Mar +/-in% Full year

€ million 2003 2002 2002

External net sales 1,212 1,443 - 160 4,315

EBITDA 107 245 56.3 414

Operating result 39 176 - T77.8 158

Capital expenditure 112 120 - 67 365
03/31/03 12/31/02 +/-in%

Workforce® 23,065 23,460 - 17

* Full time equivalent, according to the percentage of fulltime employment.

The cyclical downturn in the printing industry carried
over into the first quarter of 2003. Germany and the
USA, both key markets for the Heidelberg Group,
were characterized by substantial overcapacities and
the ensuing lower investment by printing companies.
Economic uncertainty in light of the war against Irag
also had a dampening effect.

This difficult situation is reflected in orders received
by Heidelberg. Posting an aggregate volume of

€917 million, order intake was 9.7% down year-on-
year in the first quarter of 2003. By the end of the pe-
riod under review, orders on hand had declined by
5.1% to €1,070 million.

Heidelberger Druckmaschinen recorded sales and
earnings setbacks across the hoard. All in all, exter-
nal net sales slipped 16.0% to €1,212 million.
EBITDA was down 56.3% to €107 million. At

€39 million, the operating result was less than a
quarter the amount reécorded in the corresponding
period a year earlier. This was principally due to the
substantial decline in earnings in the sheetfed busi-
ness.

We expect demand for printing technology to remain
extremely weak during RWE's current fiscal year.
Therefore, Heidelberger Druckmaschinen stepped up
the cost-reduction program launched in the fall of
2002. The initial €200 million annual savings target
was increased by €80 million. Although the cost-cut-
ting program should take effect in 2003 for the most
part, Heidelberg's earning situation will deteriorate
considerably in RWE's financial year.
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Boards

Supervisory Board

Dr. h.c. Friedel Neuber Dr. Gerhard Langemeyer
Chairman
Josef Pitz’
Frank Bsirske’
Deputy Chairman Dr. Wolfgang Reiniger
Dr. Paul Achleitner Giinter Reppien’
T "“Carl-Ludwig von Boehm-Bezing ’ Bernhard von Rothkirch’
Burkhard Drescher Dr. Manfred Schneider
‘ Wilfried Eickenberg’ Klaus-Dieter Siidhofer’
Ralf Hiltenkamp’ Dr. Alfons Friedrich Titzrath
Heinz-Eberhard Holi Prof. Karel Van Miert
Berthold Huber’ Erwin Winkel’

__'_BEithblH'Kfé]]f" e T . -

* Employee representative.

Executive Board

Harry Roels (as of February 1, 2003)

‘\. Chairman

Dr. Dietmar Kuhnt (until February 28, 2003)
Chairman

Dr. Richard R. Klein (until March 13, 2003)
Dr. Gert Maichel

Manfred Remmel (until March 13, 2003)
Dr. Klaus Sturany

Jan Zilius




Consolidated Financial Statements of the RWE Group (condensed)

Consolidated income statement

Jan-Mar Jan-Mar
€ million 2003 2002
Revenue* 12,826 13,324
Mineral oi] tax/natural gas tax/electricity tax - 333 - 1,495
Revenue (Without:mineral:oil:tax/natural gas tax/électiicity, tax). . “1 —m
Changes in finished goods and work in progress/other own work capitalized 108
Cost of materialg’® - 7.056
Staff costs - 1,845
Deprediation, amortization and impairment losses - 791
Other operating result ~ 1,230

Income.from:gperating.

_ 0 5o . Income from_investments

i

Financial result

Income before tax

Taxes on income

Income-aftertax

Minority interest

‘Net income - -

Earnings per share?

_Excl. goodwill amortization

_Incl. goodwill amortization

* The previous year's figure has been adjusted.
? Undiluted earnings per share are identical to diluted earnings. per share.
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Consolidated Financial Statements of the RWE Group (condensed)

Consolidated balance sheet

Assets

€ million

As of As of
03/31/03 12/31/02

Non-current assets

Intangible.assets.. -

20,905 18,518

Property, plant and equipment

39,853 33,779

Financial assets

7,119 9.280

e

CEERLL L 7. 61,577

Current assets

Inventories

3,106 3,505

Accounts receivable and other assets

17,182 16,371

Marketable securities

7,691 8,459

Cash and cash equivalents

2,167 2,143

30478

Deferred taxes

i
7,725 7,593

Prepaid expenses

667 625

100,273

Equity and liabilities

€ million

As of As of
03/31/03 12/31/02

Equity / minority interest

Group interest

Minority interest

6,516 6,429
2,505 2,495

. 8,924

Provisions

S ———— VAS———————
40,807 40,187
Liabilities 45,601 41,140

Deferred taxes

7,242 6,566

Deferred income

3,744 3,456

1200273




Consolidated Financial Statements of the RWE Group {condensed;

Consolidated cash flow statement

Jan-Mar Jan-Mar

€ million 2003 2002
Income after tax 533 863
Depreciation, amortization, impairment losses, write-backs 1,074 784
Changes in long-term provisions i - 111 446
Deferred taxes/non-cash expenses/income 142 - 581

Changes in net current assets/other

Proceeds from disposition of tangible and financial assets

Changes in marketable securities and cash investments

Currency transiation

Changes in scope of consolidation and other changes

='Ng,t~:chan'ge,‘in~césh_1.aind\fca§h equivalents (o . 1,199
Cash and cash equivalents at beginning of year 3.842
Cash and cash-equivalents at end of :reporting.period /5,041
Financial assets at beginning of year 14,387 18,127

’faéSeti*_atignd Of‘"rehtitﬁng"riiéribd SR m— T » TR TR m ""“’1"8‘,8’24"'

L ~ Grass financial debt at beginning of year 19,253
Gross financial debt at-end-of réporting period. .~ 119,971
Net financial debt at beginning of year 1,126
Net financial:debt at end ‘of reporting:period .. .. © 1,147




Consolidated Financial Statements of the RWE Group (condensed)

| th_a_nges in equity and minority interest

Group Minority Total
€ million interest  interest
Balance as of 12/31/2001 7,730 3,399 11,129
Dividends paid - - 37 - 37
Other comprehensive income/other - 942 - 1,411
Income after tax

170 863
2,590 7

‘Balance:as;of 03/317/2002

Balance as of 12/31/2002 ) 6,429 2,495 8,924
Dividends paid : - - 33 - 33
Other comprehensive income/other - 350 - 53 - 403

) Income after tax
‘ Balance as-of 03/31/2003
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Notes

Accounting and valuation methods

The Interim Report for the Period Ended March 31, 2003 has
been prepared in compliance with International Accounting
Standards (IAS). The interpretations of the Standing Inter-
pretations Committee (SIC) have been observed. For further
information, please consult the Consolidated Financial State-
ments for the Period Ended December 31, 2002, which pro-
vide the basis for this Interim Report.

Scope of consolidation

In addition to RWE AG, the Consolidated Financial State-
ments contain all domestic and foreign companies which
RWE controls directly or indirectly. The US water company
American Water and the Polish electric utility STOEN were

Notss

The interest rate for pension provisions, provisions for nu-
clear waste disposal and provisions for mining is 5.5% as of
January 1, 2003 (previous year: 6.0%). '

consolidated for the first time. Principal associates are ac-
counted for using the equity method.

The scope of consolidation breaks down as follows:

03/31/03 12/31/02

Fully consolidated companies

Investments accounted for at equity

780 724

This Interim Report for the Period Ended March 31, 2003 is
principally characterized by the first-time consoiidation of
American Water as of January 1, 2003. Our Czech gas activi-
ties and the British electric utility Innogy, which were con-
solidated for the first time effective May 1 and June 1, 2002,

Revenue

Revenue from energy trading operations is stated only at re-
alized gross margins. The previous year's figures have been
adjusted accordingly.

Research and development costs

In the first quarter of 2003, research and development costs
totaled €130 million.

Own shares

In the first quarter of 2003, RWE Group companies bought
11,255 common shares on the capital market at an average
cost of €23.38 per individual share certificate. They account
for €28,812.80 of the Corporation’s share capital {0.02%» of

subscribed capital). Employees of RWE AG and its sub-

sidiaries received a total of 5,465 common shares at an aver-
age price of €25.50 per individual share certificate within
the scope of capital formation and 5,790 common shares at
an average price of €1.16 on the occasion of service anniver-

respectively, were thus not yet included in the previous
year's corresponding quarter. By contrast, figures for the
previous year's first quarter still disclose the Shell & DEA Oil
joint venture’s downstream business, which was sold as of
July 1, 2002,

saries. Aggregate proceeds amounted to €146,066.60 mil-
lion. Differences to the purchase price were recorded with
an effect on results.

As of December 31, 2002, 37,827 RWE common shares with
an aggregate nominal value of €96,837.12 {0.07%» of sub-
scribed capital) were held for Thames Water employees by
an affiliated company. This company is no longer affiliated.
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Notes

Stock option plans

Contingent capital in the amount of €51,200,000.00 is avail-
able to offer subscription rights for common shares in the
name of the bearer to members of the Executive Board as
well as to other RWE AG executives and affiliated compa-
nies.

The Executive Board of RWE AG has been authorized to issue
non-transferable subscription rights to a total of up to
20,000,000 common shares to the aforementioned persons
up to the end of the day on March 8, 2004. There is a three-
year waiting period for the stock options which have a term
of five years after their respective issue.

The stock options can only be exercised if the quoted mar-
ket price of the common share—calculated on the basis of
the total return approach—has increased by at least 6% an-
nually on average (absolute performance) before being exer-
cised and has not trailed the Dow Jones STOXX share index
by more than ten percentage points (relative performance)
in the same period. The four-week exercise periods start on
the 21st trading day following the publication of the provi-
sional revenue and earnings figures for the completed fiscal
year and of the semi-annual results.

The stock options can only be exercised by payment of the
exercise price. The exercise price equals the quoted market
price of the common share on the first trading day after ex-
piry of the relevant exercise period, minus a markdown,
which is composed of the absolute and relative performance
components. The markdown is limited to 40 percentage
points.

Exercise conditions stipulate that the stock options can be
used for already existing common shares instead of young
shares from contingent capital or that the markdown can be
paid in cash instead of in common shares. If the persons
holding stock options are not employed by RWE AG, the ex-
penses associated with the exercise are borne by the respec-
tive Group company.

The stock options listed in the table below have been issued
so far:

Balance
as of
03/31/03

Expired in
2003

- 47,500 1,271,800

- 105,500 2,877,500

- 147,000 4,307,100

Stock options Originally Balance
issued as of

12/31/02

1999 tranche 1,935,800 1,319,300
2000 tranche 4,336,500 2,983,000
2001 tranche 5,222,300 4,454,100
200LA tranche 5,262,300 4.818,500

- 108,500 4,710,000

__ Total s

7569

13,574,900 °408,500"13,166;400°

Furthermore, other virtual stock option plans are offered to
employees, executive board members and other executives
of RWE AG and its affiliated companies in Germany and

Dividend proposal

We propose that RWE AC’s distributable profit for fiscal
2002 be appropriated to pay a dividend per share of €1.10,
which includes a bonus.

abroad, on which we reported separately in the financial
statements for the period ended December 31, 2002,




Earnings per share

Earnings per share are calculated as follows:

Contingent liabilities

Contingent liabilities principally relate to liabilities ensuing
from guarantees. They have declined by €45 million since
December 31, 2002. This decrease is due to UK Energy.

Reconciliation to the operating result

Reconciliation of income from operating activities to the Jan-Mar Jan-Mar

operating result 2003 2002

€ million

Income from operating activities 1,783 1,015

+ Income from investments 4 599

- Non-oparating result - 297
It : 1317

The reconciliation addresses the following points:

- Income from investments includes all costs and income
that have arisen in connection with operating invest-
ments. Income from investments thus constitutes an in-
tegral part of the Group's operating activity.

» Income and costs that are unusual from an economic
perspective, or are the result of exceptional events, prej-
udice the assessment of operating activities. They are re-
classified as part of the non-operating result. Further-
more, the non-operating result includes goodwill amorti-
zation from capital consolidation. The non-operating re-
sult also contains the release of negative goodwill.

Reconciliation from EBITDA to the operating result
€ million

Jan-Mar Jan-Mar

2003 2002

Net income € million 437 693
Number of shares outstanding {weighted average) thousands 562,404 562,405

_ Earpings per share € 0.78 1.23
Earnings. pershare net of goodwill amortization _ € 121 1.45

- RWE's share in the net income of the HOCHTIEF Group,
which is accounted for using the equity method, is in-
cluded in the operating resuit.

Jan-Mar Jan-Mar
2003 2002

EBITDA

2,547 1,883

- Operating depreciation and amortization
EBIT‘ — - —

+ Operating result of investments

Notes
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Financial calendar 20032004

05/14/2003

Interim report for the first
quarter of 2003

05/15/2003

Annual General Meeting

08/12/2003

Interim report for the first haif
of 2003

_Mid-year press conference
_Analyst conference

11/13/2003

Interim report for the first three
quarters of 2003

01/06/2004

Preliminary report on fiscal 2003

02/26/2004

Annual report for fiscal 2003

_Balance sheet press conference
_Analyst conference

04/15/2004

Annual General Meeting

05/11/2004

Interim report for the first
quarter of 2004

08/10/2004

Interim report for the first half
of 2004

_Mid-year press conference
_Analyst conference

11/09/2004

Interim report for the first three
quarters of 2004

This is a translation of the German inte-
rim report. In case of divergence from
the German version, the German ver-

sion shall prevail,




RWE Aktiengesellschaft

Opernplatz 1_45128 Essen_Germany ]
Tel +49 (0)201/12-00_Fax +49 (0)201.12-15199

www.rwe.com




File No. 82-4018 @

E?E.’QE%”%'D

005007 2y 4

ey .
SPRINE e

Newspaper advertisement as of May 16, 2003
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Notification that the Annual General Meeting of May 15, 2003 has decided to
distribute a dividend of € 1 as well as a bonus of € 0.10 per ordinary and

preference share.
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File No. 82-4018

On March 13, 2003, the Executive and Supervisory Boards issued a declaration of com-
pliance pursuant to Sec. 161 of the German Stock Corporation Act, which contained an
exception with respect to the remuneration of the Supervisory Board (Para 5.4.5, 1st
Subpara, Sentence 3 of the German Corporate Governance Code). Following an
amendment of the corresponding provision in the Articles of Incorporation based on the
resolution of the Annual General Meeting on May 15, 2003, the aforementioned exception
no longer applies. The Executive and Supervisory Boards therefore issue the following
revised declaration, which will be made permanently available to the shareholders on the
RWE iInternet site (www.rwe.com/investor_relations/Aktie/Corporate _Governance):

_ “Since the issuance of the last declaration of compliance on March 13, 2003, RWE Akti-
enges‘él.l';cﬁaft complied with the recommendations of the “German Government Corpo-
rate Governance Code Commission” announced by the Federal Ministry of Justice in the
Official Part of the electronic Federal Gazette on November 26, 2002, with the exception
that the chairmanship of and membership in committees of the Supervisory Board were

generally not remunerated separately (Para 5.4.5, 1st Subpara, Sentence 3).

Following an amendment of the corresponding provision in the Articles of Incorporation
this exception no longer applies. RWE Aktiengeselischaft, therefore, now complies fully
with all recommendations of the German Corporate Governance Code in its version dated
November 25, 2002.”

Essen, June 2, 2003

RWE Aktiengesellschaft

On behaif of the Supervisory Board On behalf of the Executive Board

(Dr. h.c. Friedel Neuber) (Harry Roels) (Jan Zilius)




: //’
S s 3=

File No. 82-4018

¢!

FWE

Entsprechenserklarung

Vorstand und Aufsichtsrat haben am 13. Marz 2003 eine Entsprechenserkigrung geman
§ 161 AKIG abgegeben, die eine Einschrankung im Hinblick auf die Verglitung des Aufsichts-
rats (Ziff. 545 Abs. 1 Satz 3 Deutscher Corporate Governance Kodex) enthielt. Die erklarte
Abweichung ist nach Anderung der entsprechenden Satzungsbestimmung auf der Grundiage
des Beschlusses der Mauplversammiung vom 15, Mai 2003 entfallen. Vorstand und
Aufsichtsrat geben daher fdlgende aktualisierte Erklarung ab, die den Aktiondren auf der
RWE-Internetseile (www.rwe.com/investor_relations/Aktie/Cerporate_Governance) dauerhaft

zuganglich gemacht wird:

.Die RWE Aktiengesellschaft entsprach seit Abgabe der letzten Entsprechenserkiarung am
13. Marz 2003 den Empfehlungen der ,Regierungskommission Deutscher Corporate Gover-
nance Kodex", die vom Bundesministerium der Justiz im amtlichen Teil des elektronischen
Bundesanzeigers am 26. November 2002 bekannt gemacht worden sind, mit der Ausnahme,
dass der Vorsitz und.die Mitgliedschaft in Ausschlssen des Aufsichtsrats nicht generell ge-

sondert vergutet wurden (Ziff. 5.4.5 Abs. 1 Satz 3).

Au%grund der Anderung der entsprechenden Satzungsbestimmung ist diese Einschrankung
entfallan. Daher entspricnt die RWE Akliengeselischaft nunmehr s&mtiichen Empfehiungen

des Deutschen Corporate Governance Kodex in der Fassung vom 26. November 2002."

Essen, 2. Juni 2003

=
RWE Aktiengesellsc aft//

Fir den/gufsic‘fﬂsrat = Fir den Vorstand




File No. 82-4018

Publication in the Federal Gazette as of July 5, 2003

2T An
No. 122 — Page 10 612 W02y A3,

Annual General Meeting Resolution of May 15, 2003, on the Appropriation
of Distributable Profit .

On May 15, 2003, the Annual General Meeting decided to appropriate
€618,645,500.00 of the €618,721,946.24 in distributable profit for fiscal 2002 to
pay a dividend of €1.00 as well as a bonus of €0.10 per share on the dividend-
entitled capital stock of €1,439,756,800.00.

The €76,446.24 remaining after deducting the sum used for the dividend
payment will be carried forward.




" Bundesanzeiger

Sonnabend, 5. Juli 2003
Nummer 122 - Seite 10 612

Beschluss der Hauplversammlung
vom 15, Juni 2003 Gber dic Verwendung des Bilanzgewinns

Die Hauptversanuslang haCam 15, Mai 2000 beschiossen, aus dem Bilanagewinn fur das Geschaltegals
2002 in Hohe von 610721 946,24 € pine Dividende von 1,083 € sowir eines Uonus von 610 € je Stack.
aktic auf das dividendenbernchtigte Grundkapital von 143y 736 800,00 € in Holie von insgesaml
618 645 500,00 € auszuschitten. :

Der nach Abzug des fir die Ausschiittung henétigten Betrags verbleibende Restbotrag von 76 446.24 €
wird auf neue Rechaung vorgetragen.
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Report on the first half of fiscal 2003

January through June

- Croup operating result 35% up year-on-year

_ Core husiness 46% up on previous year

_ Net income 24% down on previous year, as anticipated
_ Reduction in net debt to less than €20 billion planned

-~ New Group structure beginning October 1, 2003

%

One Group.
e . . pMult Utilines,




At a glance

RWE Group Jan-Jun Jan-Jun +/-in %  Full year

2003 2002 2002

External net sales € million 22,434 25,161 - 10.8 46,633

s . EBITDA € million 4,376 3,329 + 315 7.241
v Opaerating resuit € million 2,935 2,169 + 353 4,504
Income hefore tax € million 1,540 1,176  + 310 2,722

Net income € million 621 818 - 241 1,050

Earnings per share

_Excl. goodwill amortization € 1.96 180 + 3.2 3.25
_Inch goodwill amortization £ 1.10 145 - 241 1.87
Operating cash flow < miltion 2,712 2,408 + 126 5,833
Capital expenditure € million 6,822 12,576 - 458 16,985
Free cash flow? € million 897 780  + 150 1,838

06/30/03 12/31/02 +/-in%

Net debt € million 22,319 15,484 + 440
Warkforce? 138,877 131,765 4+ 5.4

3 Operating cash flow minus capitai expenditure on property, plant and equipment and intangible assets.
2 Full timgeqyivalgqt (FTE}, according to the percentage of full-time employment (1 FTE = 1 full-time position).




»QOur core business continues to show
successful development. This allows us to
implement our new Group structure rapidly.«

Dear Shareholders,

We posted successful developments in the first half of
fiscal 2003, although the year is proving to be an-
other difficult one. The world economy is still not
making any progress, and political decisions con-
stantly raise new issues. Nevertheless, we are main-
taining a stable course with electricity, gas and
water, These products more than compensated for
the earnings situation at Heidelberger Druckmaschi-
nen and our Environmental Services Business Area,
which is unfavorable for cyclical reasons. Our operat-

ing figures are exposed to currency effects, which are '

negative at present. However, they will largely be off-
set in our net income. Furthermore, the integration of

" our large-scale acquisitions is on schedule: We-have

thus set the stage for continued positive develop-
ment over the course of the fiscal year.

What follows is a summary of the key facts and fig-
ures relating to the first half of the fiscal year.

« We boosted the Group's operating result by 35%.

" Our core businesses even managed to post a 46%
rise—despite negative currency effects. This was
predominantly due to the consolidation of ac-
quired companies. Excluding this effect, we
achieved 9% growth in our core businesses, thanks
to our electricity and gas operations, which deliv-
ered strong earnings. Operating results in our non-
core business were substantially down year-on-
year, owing to the drop in demand experienced by
Heidelberger Druckmaschinen.

= As apparent in the first quarter, net income re-
flects the expenditure on our large-scale acquisi-
tions. Tt reflects the full impact of associated
goodwill amortization and financing interest for
the first time. Furthermore, the previous year's cor-
responding figure was extraordinarily high, owing
to gains on disposals. Combined, these effects
caused net income to see a moderate, 4% rise be-
fore goodwill amortization, whereas it declined by
"24% after goodwill amortization.

- We have already surpassed our goa) of reducing
consolidated net debt to less than €24 billion by
year-end, having decreased it to €22.3 billion as
of June 30.

This provides us with a solid foundation on which to
implement our new Group structure as of October 1.
Details of the reorganization can be found elsewhere
in this interim report. The new structure will allow us
to reduce annual costs by an additional €300 million.
More importantly, it will establish the prerequisites
for rolling out our multi-utility strategy more effec-
tively, as we benefit from integrated electric, gas and
water companies organized regionally, giving us even
more customer proximity.

Essen, August 2003

Harry Roels
President and CEO

Letter to Shareholders
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Upward trend following steep dip in share price in Q1

Stock markets posted a significant recovery following
a considerable erosion of share pricesin the first
quarter, despite the persistently unfavorable eco-
nomic trend. By the middle of June, the DAX 30 had
risen by nearly 50% over the Tow for the year on
March 12. All in all, Germany’'s lead index was up
11.3% to 3,221 points in the first half of 2003. The
stock market’s recovery is principally due to the stabi-
lization of the political environment brought about by
the early end of the Iraq war and the decline in oil
prices. US and Eurozone note-issuing banks sup-
ported the stock markets’ turnaround by lowering the
prime rate to the lowest levels seen in the last few
decades. Stock markets continued their upward trend
after the end of the period under review. The DAX
closed the month of July just-under 3,500 points.

RWE's shares were able to recoup the loss in the
share price recorded in the first quarter. At the end of
June, common stock was up 6.4% to €26.29 com-
pared with its quotation at the end of 2002.
Including the dividend, this corresponds to a total re-
turn of 10.6%. Preferred stock recorded a slightly
stronger surge, advancing 13.0% to €23.44 and post-
ing a total return of 18.0%. RWE issues initiaily
slipped somewhat on conclusion of the period being
reviewed.




RWE Group—Review of Operaticns

Core business boosts operating result by 46%

Economic slump persists

RWE's key markets displayed weak economic develop-
ments throughout the first half of 2003. The antici-
pated improvement in medium-term growth prospects
following the end of the Irag war failed to materialize.
The US ecanomy suffered from negative market indica-
tors and a decline in industrial production. By conse-
guence, economic output in that country merely
recorded a marginal recovery. Great Britain only saw
moderate growth after the economic dip at the begin-
ning of the year as well. Euro markets became more
entrenched in stagnation. Investment showed a con-
tinued downward trend. Exports also displayed weak
developments. This was essentially due to the strength
of the euro, especially over the US dollar and the
British pound. In contrast, central Eastern Europe’s
economies were able to decouple themselves from the
unféiloré-bl'e economic trend. In those markets, growth
maintained its dynamism thanks to robust domestic
demand and considerable progress in productivity.

Real growth in the German economy hovered around
zero in the first half of 2003. There is still no sign of
improvement in the economic climate. Therefore, lead-
ing economic research institutes have forecast zero

_ growth for the full year as well.

Core businesses lift sales by 36% pﬁncipally thanks

to consolidation effects

In the first half of fiscal 2003, the RWE Group gener-

ated €224 billion in external net sales. This figure was

thus 10.8% down year-on-year. Our core businesses

recorded 35.7% growth. This was primarily due to the

following acquisitions:

= In the Electricity Business Area, we acquired the
UK-based energy utility Innogy (+€2,802 million),

- which was consolidated for the first time as of
June 1, 2002, but was not considered in the ac-
counts for the corresponding year-earlier period,
and we consolidated the Polish electricity provider
STOEN for the first time effective January 1, 2003
(+€189 million).

= In the Gas Business Area, we consolidated our
Czech gas activities as of May 1, 2002
(+€1,034 million), which, like Innogy, were not con-
sidered in the accounts for the first half of 2002,
and Dutch-based Obragas effective July 1, 2002
(+€168 million).

« In the Water Business Area, we included the US
water utility American Water in our consolidated ac-
counts as of January 1, 2003 (+€735 million).

By contrast, our non-core business only managed to
achieve a fifth of the sales recorded in the previous
year's corresponding period. This was principally due
to our exit from the Shell & DEA Oil joint venture
effective July 1, 2002. In last year’s corresponding pe-
riod, our oil downstream business contributed

€7,682 million to the Group's sales.

External net sales were unchanged when adjusted to
exclude all consolidation effects. We posted a signifi-
cant increase in operating revenue in the grid busi-

. ness, among other activities. This was partially a result

of the fact that we passed on legally imposed burdens
from the subsidization of renewable energies and com-
bined heat and power generation. Moreover, we raised
our grid fees in order to offset the higher expenditure
on balancing power. Heidelberger Druckmaschinen suf-
fered substantial losses due to the economic environ-
ment. The world’s market leader in printing technol-
ogy recorded an 18.4% decrease.

Furthermore, the Group's external net sales were ad-
versely affected by negative currency exchange ef-
fects. Due to the weakness of the pound and the dol-
lar, sales generated in these currencies were devalued
once they were converted into euros. This mainly af-
fected Thames Water, Innogy, American Water and
CONSOL Energy. At Thames Water and CONSOL, bath
which were included in the Group’s accounts for the
first half of 2002, currency exchange effects diluted
revenue by some €400 million. Translated into euros,
CONSOL'’s sales were down 16.8%. By contrast, they
were up 2.6% when denominated in US dollars. This
was a result of the rise in prices and sales volumes in
the gas business.




RWE Croup—Review of Operations

External net sales Jan-Jun Jan-Jun +/-in% Full year
€ million 2002 2002
Electricity® 10,054 + 311 23,797
Gas 2,350 + 658 5,666
Water 1.404 + 474 2.850
Environmental Services 1,058 - 8.0 2,136
Total core busiriess - 15,066 "+ 357 . 34,449
Heidelberger Druckmaschinen 2,358 -~ 184 4,315
Total non-core business * 10,040t - /808" 11,997
Other activities 55 4+ 7.3 187
Total, . 25361 - 1008 46633
“Germany T 1L80a 18342 - 356 25,003
_Foreign 10,630 6,819 + 559 18630

* Net, i.e. only including the margins from the trading of electricity procured from third parties; the previous year's figures have been adjusted.
? Including RWE Dea’s downstream operations, which were divested as of July 1, 2002, and accounted for €7.682 million in 2002.

The portion of consolidated external net sales gener-
ated outside of Germany climbed from 27.1% to
474%, owing to acquisitions.

EBITDA and operating results post clear
double-digit growth over the previous year due
to consolidation effects

Although our non-core business posted an operating
loss, RWE was able to continue the positive earnings
trend from the first quarter. This was due to the sig-
nificant growth recorded by our electricity and gas

EBITDA jumped 31.5% to €4,376 million. Our core
businesses posted a 38.8% gain, whereas our non-
core business achieved less than a quarter of the
year-earlier figure. Net of the consolidation effects of
the acquisition of Innogy, the Czech gas business
and American Water, Group EBITDA was essentially
unchanged. Currency translation effects at

Thames Water and CONSOL Energy had a negative
impact on earnings to the tune of €123 million. Ex-
cluding the currency and consolidation effects,
EBITDA would have risen by 4.5%.

operations.
ERITDA Jan<Jun  Jan-Jun  +/-in %  Full year
€ million 2003 2002 2002
Electricity 2,331 1,737+ 342 4,146
Gas 945 53¢ + 783 1,239
_ Water 954 718+ 329 1,457
- —Environmental. Services. 140 - 2289 281
Tétalicore businessi 125, % 388 7,123

Heidelberger Druckmaschinen

Total:ndn-core:business:

Other/ holding/ consolidation

74.0
TT8 . 466
73.0 - 348

Total .~

* Including RWE Dea’s downstream operations, which were divested as of July 1, 2002, and accounted for €52 million in 2002.
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Operating result Jan-Jun  Jan-Jun +/-in %  Full year
€ million 2003 2002 2002
Electricity 1,708 1,162+ 47.0 2.760
Gas 753 442+ 704 885
Water 614 476  + 28.0 963
ST T Envitonmental Services ™ 7 98
Total corebusingss | . W57 A6
Heidelberger Druckmaschinen - 1274 158
HOCHTIEF (at equity) - 110.0 28
Total:non:core business w242 .0’

- 3 - 195+ 328 - 382

Other/holding/ consolidation

13533 »+4,504

* Including RWE Dea’s downstream operations, which were divested as of July 1, 2002, and accounted for -€6 miliion in 2002.

Our operating result rose 35.3% to €2,935 million.
Core businesses posted 45.7% growth especially és a
result of our large-scale acquisitions. Innogy, our
- - “Czech-gas-activities-and-American Water contributed-
- -€389 million, €231 million and €160 million to the
7 “consolidated operating result, respectively. But even
without these first-time consolidations, our core busi-
nesses would have closed the period 9.3% up year-
on-year. This was due to our strong electricity and
gas operations. By contrast, our Environmental Ser-
vices Business Area saw its operating result decline.
This decrease was caused by the cyclical downturn
and the much more severe competitive pressure in
{ ‘ the residential and commercial waste sectors. It also
reflects the unfavorable euro-to-doliar and -pound ex-
change rates. These negative currency effects diluted
earnings generated by Thames Water and
CONSOL Energy by a total of €73 million. Net of
these currency effects and our major acquisitions, our
core businesses would have closed the first half
12.7% up on the year-earlier level.

" Our non-core business recordéd a'steep decline in its
operating result to -€54 million. This decrease was
mainly a result of the cyclical downturn on Heidel-
berger Druckmaschinen’s market. The company
closed the period under review with an operating re-
sult of -€49 million, €228 million down on the previ-

ous year's corresponding period. HOCHTIEF, the con-
struction subsidiary we consolidate at equity on the
basis of its prorated net income, also produced a loss.

However, at -€5-million, this.loss. was not substantial.

This was partially due to the devaluation of securities
held in a special fund. Furthermore in 2003,
HOCHTIEF stopped capitalizing deferred taxes on
loss carryforwards since it is unlikely that the loss
carryforwards will be used in the next few years. As
expected, the construction group’s operating resutlt
displayed positive development.

Net of consolidation effects, the Group's operating re-
sult was roughly on par with the previous year's level,
It rose by 2.7% excluding the currency exchange ef-
fects at Thames Water and CONSOL Energy. For a de-
tailed commentary on the earnings trend by business
area, please turn to pages 13 to 20.
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- - -~ -Reconciliation to-net income

Jan-Jun  Jan:Jun +/-in %  Full year

€ million 2003 2002 2002
Operating result © = L T 269 |y 353 4508
+ Non-operating result 162 - 531 850

_Goodwill amortization

+ Financial result

Incomebeforeitax:” "

- Taxes on income

- 952 - 780

- 274 - 2,632

Y | L1760 310 2722
- 816 - 127 - 5425 - 1,367
TL049 - 3100 1,355

+ 554 - 305

) . ’ _Indl. guodwill amortization

_Excl. goodwill amertization

Earnings per'share. .

_Incl. goodwill amortization

145 - 241 1.87

_Excl. goodwill amortization

TagiTate oLl

_Incl. goodwill amortization

_Excl. goodwibﬂ amortization

190 + 3.2 3.25
11+ 38L.8 50
% 40 9  + 3444 39

Net income reflects acquisition costs and
Heidelberg's earnings slump

The reconciliation to net income reflects the planned
expenditure on our strong external growth. Now that
American Water has been fully consolidated as of
January 1, 2003, the consolidated financial state-
ments include all large-scale acquisitions along with

{. associated goodwill amortization and interest.

T e Heidelberg's cyclically-induced earnings slump- as well
as the associated restructuring expense are a sub-
stantial burden. Furthermore, net income for the first
half of 2002 was extraordinarily high due to tax-free
gains on disposals.

The non-operating result declined by €86 million to
€76 million. This decrease was mainly caused by the
following developments: We received high proceeds
from disposals in the previous year, but gains made
in the reporting period were not of the same order of
magnitude. Moreover, goodwill amortization was
nearly twice as high, rising to €484 million. In addi-
tion, we had already accrued €84 million in restruc-

o 6

turing provisions for Heidelberg in the first quarter.

_ The non-operating result was positively influenced by

the release of €655 million in nuclear energy provi-
sions, which was higher than before. This was largely
due to the fact that we lowered the annual cost esca-
lation rate used to determine future expenditure on
nuclear waste disposal in line with actual price
trends.

Financial results were down 274% to -€1,471 million.
This was principally due to the acquisition-induced
rise in the interest expense. Income before tax was
clearly up on the previous year's level at

€1,540 million. This increase reflected the rise in our
operating result. In contrast, income after tax de-
clined by 31.0% since the tax rate increased from 11%
to 53%. The previous year's corresponding figure
benefited from high tax-exempt gains on disposals.
Moreover, as explained in the 2002 financial state-
ments, we no longer capitalize deferred taxes on loss
carryforwards, because it is unlikely that we will be
able to offset a large part of these loss carryforwards




with taxable profits in the next few years. The rise in
goodwill amortization also contributed to the in-
crease in the tax rate, since it causes pretax income
to decrease, but does not reduce ta).(es. Minority in-
terests declined by 55.4%. This was caused by the
negative earnings contributed by Heidelberg.
At €1,105 million, net income before goodwill amorti-
zation was 3.7% up on the previous year. This results
in earnings per share of €1.96. Including goodwill
amortization, net income declined by 24.1% to €621
. million, or €1.10 per share.

Cost-cutting program: €2.1 billion already saved
We aim to achieve €300 million in cost reductions for
fiscal 2003 as a whole. Measures implemented al-
reradky secured some €160 million in cost savings in
the first fwo quarters alone. Initiated in 2000, the

- - - program-focuses.-on-our German. electricity. operations
and envisions reducing annual costs by a total of
€2,555 million by the end of 2004. As of
June 30, 2003, we had already realized about 83% of
this target, slashing costs by €2.1 billion.

RWE Group—Review of Operations

Capital expenditure considerably down on the
previous year, which was high due to acquisitions
In the first half of 2003, capital spending totaled
€6,822 million. This was 46% less than the level we
achieved in 2002. The decrease was a result of the
substantial decline in capital expenditure on financial
assets. The previous year's figure reflected the acqui-
sition of the Czech gas business and Innogy, the UK
energy utility. In 2003, capital expenditure on finan-
cial assets was nearly exclusively earmarked for the
acquisition of American Water (+€4,535 million). Net
of our major acquisitions, it would have declined from
€2,123 million to €472 million. Capital expenditure
on property, plant and equipment rose by 11.5% to
€1,815 million. This increase is principally due to the
effects of consolidation from the inclusion of the in-
vesting activities of Innogy, the Czech gas companies
and American Water. Our lignite-fired power genera-
tion and mining activities recorded a steep drop. In
the previous year, RWE Rheinbraun had invested sig-
nificant sums in our first lignite-fired power station
with optimized plant technology in Niederauflem.

_ Capital expenditure Jan-Jun  Jan-Jun  +/-in % Full year

_ .. €milion 2003 2002 2002
- . Electricity™ 777 7 -%,002 1,133 - 116 3,142
- Gas 342 4,807 - 93.0 5,365
, ’ Water 809 + 548.1 2,181

\ Environmental Services 587 - 932 695
Total.cote business 7,436, - 10,9 - 11,383.

Heidelberger Druckmaschinen 198 - 162 365

"Fota on-care bisingss 523000« 278130

Other, holding 4910 - 994 5,205

Total - , , , /12,576 - - 45.8 16,985

_Capital expenditure on property, plant and equipment 1,815 1,628 + 115 ’4,09’57

_Capital expenditure on financial assels 5,007 10,948 - 543 12,880

* Including RWE Dea’s downstream operations, which were divested as of July 1, 2002, and accounted for €32 million in 2002.
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Workforce® As of Asof +/-in%
06/30/03 12/31/02
Electricity 71,718 69,441 + 33
Gas 8,937 9176 - 2.6
Water 18,183 11,807 + 527
_Environmental Services 13,709 14,406 - 4.8
Total:core business - - - 7, 104930 + 73
-‘Non-core businass {(Heidelberger Druckmaschinen) 22,989 23,460 - 2.0
Other / holdin 3,341 3,375 - 1.0

Total o

138877 (131765

_Germany

™ e ———
75,343 76,202

_Foreign

63,534 - 55563 + 143

* Full time equivalent (FTE), according to the percentage of full-time employment (1 FTE =1 full-time position).

Cash flow statement—key figures

Operating cash flow in the first half of 2003 in-
creased by 12.6% to €2,712 million. This was prima-
rily due to the fact that we reduced net current assets
to a lesser extent than in the year-earlier period.
Cash flows from investing activities dropped from
€12,545 million to €5,056 million. The previous
year's high figure results from the acquisition of
Innogy and the Czech gas business. This was con-
trasted by the acquisition of American Water in the
period under review. Cash flows from financing activi-

““ties amounted to €2,090 million, partially through the

placement of corporate bonds. The previous year's
figure was more than four times as high due to our
acquisition financing. As of June 30, 2003, cash and
cash equivalents totaled €1,928 million. This was
€215 million less than at the beginning of the year.
Free cash flow amounted to €897 million, recording a
15.0% increase year-on-year. This figure is calculated
by subtracting capital expenditure on property, plant
and equipment as well as intangible assets from oper-
ating cash flow.

Personnel headcount grows 5% due to acquisitions
As of June 30, 2003, the RWE Group employed
138,877 people {full time equivalent), 75,343, or
54.3% of which worked in Germany. Our workforce
thus expanded by 7,112 employees, or 54% vis-a-vis
December 31, 2002. First-time consolidations and de-

consolidations added a net 8,130 staff members.
Primary drivers were the first-time consolidation of
American Water (+6,303) and the first-time inclusion
of the Polish-based electric utility STOEN (+1,664).
Net of consolidation effects, operating personnel
decreased by 1,018 people (-0.8%}, 934 of which
worked in Germany. Heidelberger Druckmaschinen
implemented substantial job cuts (-851).

Reducing net debt: Target for the full

2003 fiscal year already surpassed

As of June 30, 2003, our net financial debt amounted
1o €22.3 biilion. It rose by €6.8 billion from the end
of 2002. This was principally due to the €4.5 billion
we used to finance the acquisition of American Water.
Furthermore, we assumed the US water utility's net Ti-
abilities. Our payout amounted to €0.7 billion, €619
million of which were distributed among our share-
holders. High cash flows and proceeds from asset dis-
posals contributed to the decrease in debt. The weak-
ness of the US dollar and British pound compared to
the euro led to a €1.2 billion decline in net debt. This
does not include the positive performance of financial
derivatives which we used to hedge currency ex-
change and interest rate effects (market value as of
June 30: €1.2 billion).




Qur net debt reduction program envisions lowering
our net debt to less than €24 billion by the end of
2003. We have already clearly surpassed this target
with €22.3 billion in net debt at present. We would
have achieved this even excluding the currency effects
that had a positive impact on our net debt position.
The ratio of EBITDA to net interest, which is a key in-
dicator in controlling our debt, was 8.4 in the report-
ing period. We expect it to be above 6.5 for the full
year and are thus clearly above the lower limit of 5
that we set.

New Group structure beginning October 1, 2003
We presented our Group reorganization scheme to the
public on June 26, 2003. The restructuring aims to im-
plement our multi-utility strategy via the regional inte-
gration of our German electricity, gas and water busi-
nesses. To this end, RWE Plus, RWE Gas and

RWE Net are to be grouped and placed under a new
management company called "RWE Energy” (over

€18 billion in external net sales and approx. 42,000
employees). Another goal is to place our entire Conti-
nental European power plant portfolio and lignite-fired
power generation operations under a new company
called “RWE Power” (some €10 billion in revenue and
about 26,000 employees). We will reduce the number
of operating companies from 13 to seven. Innogy will
continue to act as the operating company for the UK
energy business. Thames Water will retain responsibil-
ity for RWE's water activities. Cooperation between
Innogy and Thames Water will be expanded via the
shared service center, which has already been set up.
RWE Trading will function as the Group's interface to
the energy trading market and double as a hub for ali
of the commodities traded by the Group (electricity,
gas, coal and oil). This role will be strengthened
through the incorporation of Innogy's energy trading
business into RWE Tréding. RWE Umwelt will oversee
the Group's entire range of environmental services.
RWE Systems will continue to provide services for
Group-wide tasks especially in the fields of IT, pur-
chasing and rea) estate.
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Once the reorganization has been completed, we will
be able to tap into an additional cost savings poten-
tial of €300 million per annum, which is to be fully re-
alized by 2006. We will shed about 1,000 positions in
overhead functions via socially acceptable redundancy
schemes by 2005. The new Group structure is sched-
uled to be in place as of October 1, 2003.

We are currently in negotiations with the municipal
shareholders of RWE Gas, who have to approve the de-
cisions regarding the integration of our subsidiary.
Therefore, we expect that we will not be able to inte-
grate the gas operations until after October 1. How-
ever, we will implement all of the transaction’s other
steps. This involves merging RWE Power and RWE
Rheinbraun as well as establishing RWE Energy and
the new northern and central regional companies, ex-
cluding the gas activities for the time being. The two
regional companies will start doing business as RWE
Rhein-Ruhr with headquarters in Essen (central region)
and RWE Westfalen-Weser-Ems with headquarters in
Dortmund (northern region). Furthermore, RWE Dea
and Harpen will be placed under the management
lead of the new RWE Power, while RWE Energy will be
put in charge of RWE Solutions. RWE Gas and its in-
vestments will be coordinated by RWE Energy from
October 1 onwards. RWE Energy's structure is flexible
enough to allow for the organizational integration of
our gas business later on. We will be able to start im-
plementing 90% of the envisioned synergy-related
measures immediately, despite the delay in the gas
sector.

RWE now has full ownership of Thyssengas

In May 2003, RWE Gas acquired Shell Petroleum N.V.'s
25% stake in Thyssengas. This gives RWE 100% owner-
ship of the long-distance gas company, which has
been consolidated since 2002. Now that we have full
access to Thyssengas’ gas imports and diversified gas
procurement portfolio, we will be able to strengthen
the Croup's vertically integrated gas activities. This
will provide us with additional synergies in areas in-
cluding grid management, purchasing and administra-
tion.
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Sale of 40% stake in Stadtwerke Leipzig

In July of 2003, the Council of the City of Leipzig ap-
proved the acquisition of our 40% shareholding in
Stadtwerke Leipzig GmbH. It was purchased by LW
Leipziger Versorgungs- und Verkehrsgesellschaft mbH,
a subsidiary of the city of Leipzig, which already owns
60% of the municipal utility. Proceeds from the sale
amounted to €199 million. The decision to make this
disposal was based on the fact that the two share-
holders had divergent strategic interests and that RWE
only had limited influence on the company’s
operations.

Possible sale of investment in CONSOL Energy
under consideration

On June 2, 2003, we informed the SEC that we are
considering the full or partial sale of our majority
stake in the US hard coal producer CONSOL Energy.
This information was furnished in compliance with the
statutory requirements of 13 D filings in the US. The
decision-making process was initiated once we
changed our US strategy. In the future, we will focus
on the water business in this market.

Innogy bonds exchanged for RWE bonds

In May, RWE submitted an offer to convert five of the
six outstanding Innogy bonds into RWE bonds. The
offer consisted of four tranches with a total volume of
£1.1 billion and a tranche in the amount of

€500 million. We issued three new Sterling bonds for a
total of £1.25 billion as well as one euro bond of
€500 million within the scope of the swap. Its high
acceptance allowed us to remove the Innogy tranches
from the market completely, with the exception of a
bond with a term to maturity that expires in 2006.

A €500 million bond, which will come due in

October 2004, was excluded from the offer. The goal
of the swap was to centralize financing at the holding

.company. and.optimize. our term profile.

€1.2 billion euro bond successfully placed

To improve our financing structure even further, we
placed a €1.2 billion euro bond with a term of 15
years on the market in July. The issue was conducted

as part of our debt issuance program. It met with
strong demand and was oversubscribed several times.
The aim was to redeem the short-term capital market
liabilities that we had taken on within the scope of the
acquisition of American Water.

Fuel cells: Market position strengthened via

joint venture with MTU

RWE and MTU will conduct their fuel cell activities
jointly going forward. RWE Fuel Cells acquired a 25.1%
stake in MTU CFC Solutions CmbH, a subsidiary previ-
ously wholly owned by MTU Friedrichshafen, with
retroactive effect as of January 1, 2003. The joint ven-
ture’s goal is to capture a leading market position in
the field of high-temperature fuel cells. MTU CFC Solu-
tions plans to start series production of fuel cell facili-
ties in 2006.

Outlook: Core businesses to post double-digit
growth in operating results

Our current forecast largely supports the outlook we
issued for the full year in our interim report on the
first quarter on May 14.

We will grow our consolidated operating result again
in the current financial year. We expect to post a low
double-digit increase that will be achieved solely
thanks to our core businesses. Earnings growth will
principally result from the first-time consolidation of
American Water and the first-time full consolidation of
Innogy and our Czech gas operations. Excluding these
one-off effects, the Group's operating result is likely
to be slightly below the previous year's level owing to
the continued deterioration of our non-core business.
By contrast, we expect our core businesses to grow
earnings even net of consolidation effects. Without
the aforementioned negative currency exchange ef-
fects, our core businesses would post a much higher
gain. This rise is due to the positive earnings situation
in our electricity and gas businesses. Without the US
water utility American Water, which had not yet been
consolidated in 2002, and including Innogy and the
Czech gas business pro-rata temporis, we expect our
operating result to be reduced by some €200 million




compared with the previous year. However, if Ameri-
can Water, Innogy and the Czech gas activities were
considered on a full-year basis, the currency effect
would probably amount to about -€300 million. Our
forecast is based on the assumption that the average
rate of the euro to the US dollar and British pound will
be 1:1.15 and 1:0.70, respectively. However, currency
charges will largely be offset in the non-operating re-
sult and the financial results. As a result, there will be
a drop in goodwill amortization, once it has been con-
verted into euros. Furthermore, our interest expense
will decrease due to the fact that acquisition financing
:. was conducted in US dollars and British pounds.

For the time being, we will comment on the earnings
trend displayed by our business areas on the basis of
the Group's current structure. We wili report using the
_new structure for the first time in our 2003 annual re-
n e epOTh: .

... We expect the Electricity Business Area to increase its
operating result by a Jow double-digit percentage.

" This'is primarily due to the first-time full-year inclu-
sion of Innogy. We anticipate our German electricity
operations will continue their positive earnings trend,
albeit only with moderate growth rates. Measures sup-
porting this development will be the savings realized
as part of our cost-cutting program and price in-
creases on the wholesale market. The aforementioned

0 ‘ currency exchange effects relating to Innogy and
- CONSOL will have a counteracting effect.

We also expect our Gas Business Area to post moder-
ate double-digit earnings growth. We will record a
substantial gain in the Midstream/Downstream Divi-
sion. This will be principally due to the first-time full-
year inclusion of the Czech gas business in our consol-
idated accounts. However, this segment would close
the financial year up on the previous one even without
this one-off effect. This is due to the fact that our Ger-
man gas operations will increase sales volumes due to
the weather. We expect our Upstream Division to close
the fiscal year slightly down on the high level
recorded in the previous year, Major reasons for this

RWE Group—Review of Operations

forecast are unfavorable currency exchange rates,
which, however, are contrasted by the positive effect
on income from the increase in crude oil prices and
volumes.

Operating results generated by the Water Business
Area will post significant double-digit growth over the
previous year, primarily owing to the first-time consol-
idation of American Water. As a result, this business
will contribute about a quarter of the Group's operat-
ing result. But, as mentioned earlier, we are expecting
negative currency effects. Furthermore, the regulated
UK water business will draw higher capital expendi-
ture, the lion’s share of which we are likely to be able
to compensate from the beginning of the next regula-
tory period in 2005 onwards. American Water cur-
rently has to contend with poor background economic
conditions as well as the increased cost of security
and insurance services caused by the September 11
terrorist attacks. Moreover, we still have-to cope with
the delay in rate changes required in order to obtain
approval for the acquisition. Therefore, we expett
earnings to pick up considerably in 2004.

Thé Environmental Services Business Area continues
to be characterized by the extremely unfavorable eco-
nomic conditions under which it has to operate. The
residential and commercial waste sectors are still
marked by fierce competition. This situation is com-
pounded by the burdens imposed by the introduction
of the beverage can deposit. Despite far-reaching
cost-cutting measures, our environmental business will
close 2003 with a significant drop in its operating re-
sult compared with the previous year.

Our non-core businesses will see another decline in
their earnings contribution. We expect them to post a
double-digit operating loss. We do not anticipate
Heidelberg's order intake to make a noteworthy recov-
ery since the printing sector is still suffering from
weak demand. The Heidelberg Group has already
made substantial progress in implementing its cost-
cutting program, which envisions saving an annual
€280 million over the medium term. Although the

11
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measures should take effect in 2003, the company will
post its first negative operating result for RWE'’s fiscal
year. We expect earnings generated by HOCHTIEF, our
investment in the construction sector, to be slightly
lower, although they will still make a positive contribu-
tion. This is primarily due to the fact that HOCHTIEF
will probably have to adjust the valuation of the secu-
rities it holds in a special fund. However, as expected,
operations are showing a positive business trend.

The impact the large-scale acquisitions had on the
interest expense and goodwill amortization had a con-
siderabte effect on the reconciliation to net income.
Therefore, the non-operating result will be substan-
tially down on the previous year (€850 million). This
decrease is primarily due to the steep decline in gains
on disposals. Furthermore, goodwill amortization will
rise in 2003 to just under €1 billion, as planned. In
addition, the reorganization of the RWE Group led to a
one-off charge of €250 million, of which €150 million
are earmarked for additional staff costs. However, this
exceptional effect is offset by increased book gains.
The increase in the amount of nuclear energy provi-
sions released has a positive effect. Some €1.2 billion
in nuclear energy provisions will be released, as com-
pared with €963 million a year earlier.

We currently expect financial results to fall short of the
previous year's level. This decrease will principally
stem from the cost of financing our major acquisitions
and the redemption of debt assumed from the ac-
quired companies. Income before tax is expected to
fall shy of the level achieved in the previous year. We
will have a high tax rate, as in 2002. This stems from
the lower level of tax-exempt sales of investments and
the increase in goodwill amortization. Furthermore,
we stopped capitalizing deferred taxes on loss carry-
forwards. In sum, net income after goodwill amortiza-
tion will be between 25% and 30% lower than in the
previous year (€1,050 million). Excluding goodwill

—amortization, it will roughly-match the previous year's -

level. We will fully offset the new one-off costs associ-

ated with the reorganization of the Group. As previ-
ously mentioned, the weakness of the dollar and
pound will have much less effect on net income than
on the operating result. We expect this to result in a
small burden on net income.

Our net debt reduction program envisions lowering
our net debt to less than €24 billion by the end of
2003. We have aiready dearly surpassed this target
with €22.3 billion in net debt as of June 30. In light
of this development, we have reduced our debt target
for 2005 from €22 billion to less than €20 billion. The
new goal is based on the exchange ratios valid as of
June 30 ($1.14 /€ and £0.69/€). It includes the di-
vestments we made in our core businesses, but it does
not include the disposals made in the non-core busi-
ness.

Forward-looking statements

This report contains forward-looking statements re-
garding the future development of the RWE Group
and its companies as well as economic and political
developments. These statements are assessments
that we made based on information available to us at
the time this document was prepared. In the event
that the underlying assumptions do not materialize
or additional risks arise, actual performance can devi-
ate from the performance expected at present. There-
fore, we cannot assume responsibility for the correct-
ness of these statements.




Electricity Business Area

= Operating result 47% up year-on-year

Core Business

= FElectricity prices continue to show positive development

Key figures Jan-Jun Jan-Jun +/-in %  Full year
L » 2003 2002 2002

T ElSctricity sales volume® KWh million 148,073 119,853 + 235 267,502
. External net sales? € million 13,180 10,054 + 311 23,797
Electricity € million 9,109 6,472 + 407 15714

_Flectricity trading

€ million 567 274  + 1069 869

EBITDA € million 2,331 1,737+ 342 4,146
Operating result € million 1,708 1,162+ 47.0 2,760
Capital expenditure € million 1,002 1,133 - 116 3,142

06/30/03 12/31/02 +/-in%

Workforce?

71,718 69,441 + 33

* Net, i.e. excluding the trading of electricity procured from third parties; the previous year's figures have been adjusted.
? Includes €510 million in direct electricity taxes (previous year: €373 million); only includes margins from the trading of electricity procured from

third parties; the previous year's figures have been adjusted.

* Full time equivalent, according to the percentage of full-time employment.

Power consumption on RWE's key electricity markets

~ was marked by the told winter and the stable indus-

trial trend in central Eastern Europe. Demand for elec-
tricity in Germany was up 2%. This was mainly due to
the cold weather in the first quarter and the fact that
the raw materials industry, which is very energy-inten-
sive, increased production over the previous year's low
level. In the UK, demand rose by 0.5% and industrial
power consumption declined for cyclical reasons. Hun-
gary and Poland recorded 1.5% and 5% growth, re-
spectively.

Weather conditions, which were predominantly hot and
dry, had a strong impact on electricity prices in Conti-
nental Europe in the second quarter. Water shortage
led to a decline in hydroelectric power generation es-
pecially in Italy and the Alps. In addition, the signifi-
cant rise in water temperatures hampered the opera-
tion of thermal power stations. Ensuing capacity
bottlenecks were compounded by power plant down-
times. At the same time, the increased use of air condi-
tioning systems caused demand to rise. The combina-
tion of these factors occasionally led to substantial in-

__creases in wholesale prices on Europe’s spot markets.

In addition, capacity bottlenecks accelerated the price
hikes on the German futures market. By consequence

in June, the average one-year forward price paid for
power deliveries in 2004 was €27.31 per megawatt
hour of base-load power and €42.91 per megawatt
hour of peak-load power. The mean forward price in
the first half was €25.61/MWh and €38.83/MWh, re-
spectively, which corresponds to a 10% and 17% rise
over the previous year's corresponding figures, respec-
tively. Electricity prices paid by households in the pe-
riod under review were some 5% higher than a year
ago. Besides the increase in wholesale prices, this was
primarily due to the electricity tax hike that became ef-
fective on January 1, 2003. Prices paid by industrial
customers advanced by more than 10% since whole-
sale prices had a stronger impact and the electricity
tax allowance rate rose.

UK wholesale prices continued the moderate recovery
observed since the middie of 2002. In the reporting
period, the one-year forward price was £17.65 (€25.58)
per megawatt hour of base-load power—up 3% year-
on-year. It increased by 11% to £22.85 (£33.12) for
peak-load power. By contrast, prices paid for power de-
liveries to end customers were determined by 2002 for-
ward prices. Industrial customers paid some 3% less
than a year ago. Forward prices were essentially un-
changed in the household customer segment.
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Core Business

EBITDA
January-June

External net sales®
January-June

Operating result
January-June

Total sales’
January-June

Electricity Business Area
Key figures by division

€ million 2003 2002 2003 2002 2003 2002 2003 2002
Power Generation 1,905 2,210 245 316 467 374 383 280
Lignite-Fired Power Generation and Mining 2,222 2,378 1.370 1,555 531 573 275 295
Trading 2,651 3,438 1,048 1,227 14 41 13 41
Net 2,517 1,992 1,116 720 406 389 310 310
Sales and Marketing 5,459 5,296 5,258 5,102 365 326 307 252
Industrial Services 1,342 1,152 1,226 1,021 33 23 8 - 2
UK Energy’ 2,818 - 2,802 - 461 - 389 -
) _Other/ electricity consolidation ' - 5574 - 6,014 125 113 54 1 23 - 14

- "*:.’j_Harpen A B 132 121 125 113

10452 |

! Net, i.e. only including the margins from the trading of electricity procured from third parties; the previous year's figures have been adjusted.
? Innogy was consolidated as of June 1, 2002; included in the Group's accounts from Q3 2002 onwards.

ol
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Our electricity sales volume was up 23.5% to

148.1 billion kWh, mainly due to the first-time consoli-
dations of Innogy and STOEN, which sold

29.9 billion kWh and 3.6 billion kWh in the period
under review.

External net sales were boosted by 31.1% to

€13.2 billion in the Electricity Business Area. Innogy
and STOEN generated €2,802 million and

€189 million in sales, respectively. Net of these con-
solidation effects, external net sales would only have
posted a siight rise. Substantial gains were recorded
in areas including the Net Division and were predomi-
nantly due to the fact that we passed on legal bur-
dens from the subsidization of renewable energies
and combined heat and power generation. Moreover,
we raised our grid fees in order to offset the higher
expenditure on balancing power. Revenue preduced
by our US subsidiary CONSOL Energy was 16.8% down
in euros year-on-year. By contrast, it was up 2.6%
when denominated in US dollars, despite the decline
in the amount of hard coal sold. CONSOL Energy ben-
efited from price increases and a slight rise in volumes
in the gas business.

EBITDA was up 34.2% to €2,331 million. Our operat-
ing result advanced even more remarkably, growing
by 47.0% to €1,708 million. This discrepancy is par-
tially due to the fact that income from invesiments
was up and that depreciation and amortization rose to -
a lesser extent. Innogy’s first-time consolidation was
the main reason for this. In terms of its earnings con- |
tribution, the UK energy utility’s depreciation and
amortization are low in comparison. Innogy’s inclu-
sion in our consolidated accounts was also the main
driver behind the Electricity Business Area’s improved
earnings situation. However, we increased the operat-
ing result by 13.5% even without this consclidation
effect, thanks again to the continued upward trend
displayed by our German electricity operations. As be-
fore, this was due to our cost-cutting program, the

rise in German wholesale electricity prices, and our ex-
clusively return-oriented sales policy. By contrast,
CONSOL Energy saw its operating result decline by
€23 million to €123 million. This reflects the afore-
mentioned currency exchange effect. When denomi-
nated in dollars, CONSOL's earnings posted a slight
improvement. Earnings growth in the gas business
more than compensated for the decline in production
and margins in the hard coal business.




Gas Business Area

= Operating result jumps 70%

Core Business

= Upstream and Midstream /Downstream Divisions each post 18% organic growth in operating result

Key figures Jan-Jun  Jan-Jun  +/-in%  Full year
2003 2002 2002
Production (Upstream)
_Natural gas m* million 1,231 1,201+ 2.5 2,382
_Petroleum thousand m® 2,864 2,588 + 10.7 5,408
Natural gas sales {Midstream/ Downstream) kWh million 157,153 88,488 + 17.6 220,258
External net sales € million 4,228 2,550 + 65.8 5,666
EBITDA £ million 945 530 + 78.3 1,239
Operating result € million 753 442+ T0.4 885
Capital expenditure € million 342 4,907 - 930 5,365
06/30/03 12/31/02 +/-in%
Workforge® 8,937 9,176 - 2.6

* Full time equivalent, according to the percentage of full-time employment.

Prices on the world oil market were high throughout
the first half of 2003. Average prices paid for a barrel
of Brent crude amounted to $28.78, compared with
$23.22 in the previous year's corresponding period.
Price developments in the first quarter were charac-
terized by speculation and nervousness in anticipa-
tion of the Irag war. In addition, key consumer coun-
tries experienced cool weather and low inventories.
Oil prices declined considerably just before the erup-
tion of the Iraq war. At $26 in the second quarter,
they were still far above the ten-year average. This
was due to the volume limits imposed by OPEC, per-
sistently low inventories, and the slow pickup of
Iraq’s oil production.

__Natural gas consumption on RWE's two key markets,

Germany and the Czech Republic, was up 10% and

-11%, respectively, owing to the cold weather in the

first quarter. Prices paid for gas on the German mar-
ket, which track the development of crude oil prices
with a six-month lag, reflected the rise in oil prices at
the end of 2002. They were 4.3% up on the level
achieved in the first half of 2002 for deliveries made
to municipal and regional utilities. Gas sales to indus-
trial customers cost 16% more since the price-adjust-
ment deadlines were moved up, while those paid by-

private and commercial customers were up 20%. The
58% natural gas tax hike that became effective on
January 1, 2003 had an impact on this. Prices on the
Czech market rose recently, but they were still 12%
below the previous year's level on average.

Our Upstream Division stepped up its gas produc-
tion by 2.5% to 1,231 million m? Substantial gains
were recorded especially in our Egyptian production,
In the UK, we boosted production from our existing
gas fields in order to meet the increased demand.
Volumes produced in Germany were roughly on par
with the year-earlier ievel. Natural gas sales volumes
generated by the Midstream / Downstream Division
climbed 77.6% to 157.2 billion kWh. This was princi-
pally due to the effect of the consolidation of the
Czech gas business as of May 1, 2002

(+56.8 billion kwh) and Dutch-based Obragas effec-
tive July 1, 2002 (+4.5 billion kwh). In addition, oper-
ating volume was up (+74 billion kWh), primarily due
to the cool weather in the first quarter.

At 2.9 million m*, RWE Dea’s petroleum production
was 10.7% up year-on-year, mainly as a result of the
expansion of production capacity in the German Mit-
telplate oil field in the North Sea.
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Core Business

Gas Business Area

Key figures by division

Total sales
January-June

External net sales
January-June

EBITDA
January-June

Operating result
January-June

€ million 2003 2002 2003 2002 2003 2002 2003 2002
Midstream / Downstream 3,688 2,675 3.590 2.026 604 260 515 240
_Cas in the Czech Republic® 1,055 - 1,034 287 - 231

Upstream 632° ¥32° 638 524 341 270 238 202
Total T . -

* Consolidated as of May 1, 2002; included in the report from Q3 of 2002 onwards.
? Including the consolidation of sales within the business area.

External net sales generated by the Gas Business
Area rose 65.8% to €4,228 million. The
Midstream/Downstream Division posted strong
growth, recording a 77.2% jump. This was principally
because we included the Czech gas business

(€1,034 million) and Obragas (€168 million) in our
consolidated accounts. This business area achieved
17.8% in operating growth. Here an impact was felt
from the weather-induced rise in gas sales volumes
and price effects stemming from the increase in the
natural gas tax. The Upstrearﬁ Division improved its
external net sales by 21.8%. This increase was driven
by higher prices and production in the oil and gas
businesses. The Gas Business Area also benefited
from the non-recurrent effect of the transfer of our re-
finery and service-station business to the Shell & DEA
Oil joint venture and the sale of these operations to
Shell. In line with our 50% stake, we included half of
the sales attributable to Shell & DEA Oil in external
net sales until we divested this investment on

July 1, 2002. Since then, they have been fully allo-
cated to external net sales.

EBITDA was up 78.3% to €945 million, and operat-
ing results advanced 704% to €753 million. The Mid-
stream / Downstream Division recorded a strong

uptick, more than doubling its operating result. This
was primarily due to the acquisition of the Czech gas
business, which contributed €231 million in earnings
in the first half of the year. These activities had not
yet been considered in the report on the first half of
2002, The Gas Business Area boosted earnings by
18% even without taking the consolidation effects
into account. This was principally due to the weather-
induced increase in sales volumes in the first quarter.
Our Upstream Division improved its operating result
over the high level achieved in the previous year. This
17.8% rise was driven by the increase in margins
stemming from higher oil and gas prices and the ex-
pansion of our production activity.
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Water Business Area

= Operating result 29% up year-on-year due to the inclusion of American Water

= Charges incurred due to currency effects

Key figures

Jan-Jun Jan-Jun +/-in% Full year
€ million 2003 2002 2002
External net sales 2,070 1,404 + 47.4 2,850
EBITDA 954 718+« 329 1,457
Operating result 614 476+ 28.0 963
Capital expenditure 5,243 809 + 548.1 2,181
06/30/03 12/31/02 +/-in%
Workforce* 18,183 11,907 + 527

* Full time equivalent, according to the percentage of full-time employment.

The global water market remained stable in the first
half of the year. Business in the water and wastewater
services market harbors long-term growth potential

due to the significant sums required to improve water

Water Business Area
Key figures by-region

nations.

External net sales
January-June

EBITDA

January-June

quality. Privatization and outsourcing trends are still
alive, However, competition for new contracts has
picked up considerably—especially in large industrial

Operating result
January-June

Asia=Pacific ~— --

M€Hr‘nilii6‘n‘m‘_“ AR -2003 2002 2003 2002 2003 2002
Great Britain and Ireland 912 998 517 543 329 365
_Regulated business 804 869 464 501 276 323
Americas 913 203 345 73 214 52

‘ Europe, Middle East, Africa 186 146 85 89 69 51

59 - 7 7 13 2 8

Core Business
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Core Business

External net sales were boosted by 474% to
€2,070 million in the Water Business Area. This was
mainly due to the first-time consolidation of
American Water, which took effect on A
January 1, 2003. Our US water utility contributed
€735 million to the Group’s revenue. Consolidation
effects arose from the inclusion of RWW Rheinisch-
Westfalische Wasserwerksgesellschaft (+€20 million)
and our Spanish water companies PRIDESA and
Ondagua (combined +€44 million). The UK business
saw a decline due to currency effects. The unfavor-
able euro-to-pound exchange rate diluted

Thames Water's sales by some €160 million. Net of
currency exchange and consolidation effects, the
Water Business Area would have increased revenue
by 2.9%.

EBITDA advanced by 32.9% to €954 million, and
operating results were up 29.0% to €614 million.
This was primarily due to the first-time consolidation
of American Water. Our US water utility generated an
operating result of €160 million, which, when denom-
inated in US dollars, was slightly down due to unfa-
vorable weather conditions compared with the previ-
ous year, during which the company was still apply-
ing US GAAP. The earnings situation was depressed
above all due to the maintenance costs incurred fol-
Towing a cold winter and sales shortfalls caused by
above-average precipitation. Furthermore, the operat-
ing result generated by our water business was ad-
versely affected by currency effects that had an im-
pact of -€45 million at Thames Water when compared
with the same period in the previous year. Net of
first-time consolidations and currency exchange ef-
fects, the Water Business Area’s operating result was
slightly up year-on-year. Additional expenditure asso-
ciated with infrastructure investments that were
agreed on with the UK regulator were more than off-
set by improvements in the non-regulated UK busi-
ness and in the international business.




Environmental Services Business Area

= Operating result down 26%
= Extreme competitive pressure persists

Key figures Jan-Jun  Jan-Jun  +/-in %  Full year
€ million 2003 2002 2002
External net sales 973 1,058 - 8.0 2,136
EBITDA 108 140 - 229 281
Operating result 45 61 - 26.2 98
Capital expenditure 40 587 - 93.2 695
06/30/03 12/31/02 +/-in%
Workforce® 13,709 14,406 - 4.8

* Full time equivalent, according to the percentage of full-time employment.

Germany's waste disposal sector had to deal with
extremely difficult conditions in the period under re-
view. The continuing economic slump and ever-fiercer
competition in the residential and commercial waste
sectors hampered business. In addition, sales volume
generated through contracts with the recycling enter-
. prise “Duales System Deutschland” (DSD) was down

~ as a result of the introduction of a mandatory deposit
“on'beverage containers as.of January 1, 2003.

External net sales were down by 8.0% to

€973 million in the Environmental Services Business
Area. This was mainly due to the cyclically-induced
dedline in prices and volumes,

Negative market trends also made a clear mark on
earnings. EBITDA declined by 22.9% to €108 million,

.and operating results fell by 26.2% to €45 million.

We managed to absorb the operating burdens with
progress made in implementing realignment and
cost-cutting measures initiated in 2002, We intend to
save €50 million in annual costs from 2005 onwards.

(Core Business
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Non-Core Business

Heidelberger Druckmaschinen

- Negative operating result
= Sectoral trend still at rock-bottom

Key figures Jan-Jun  Jan-Jun +/-in %  Full year

€ million 2003 2002 2002
External net sales 1,924 2,358 - 184 4,315
EBITDA 78 306 - 7498 414
Operating result - 49 179 - 1274 158
Capital expenditure 166 198 - 162 365

06/30/03 12/31/02 +/-in%

Workforce™ 22,989 23,460 - 2.0

* Full time equivalent, according to the percentage of full-time employment.

Extremely poor demand in virtually all regions, with External net sales were down 18.4% to
the key markets in the US and Germany leading the €1,924 million. Heidelberg suffered a significant

' way, determined the situation in the printing ma- shortfall in its legacy sheetfed business, which is nor-
chine industry. Orders received by the Heidelberg mally rather stable. At €78 million, EBITDA was down
Group continued to drop as a result of the difficult 74.0% year-on-year. The operating result dropped to
sectoral trend. However, the 20.7% decrease to -€49 million despite the costs saved through the effi-
€1,675 million is also due to the fact that the previ- “ciency-enhancement program that was launched in

ous year's corresponding figure was marked by strong the fall of 2002 (previous year: €179 million).
order intake at the IPEX specialist trade show. As of

June 30, 2003, orders on hand totaled

€1,008 million, down 20.5% on the year-earlier level.
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Consolidated Financial Statements of the RWE Group {condensed)

Consolidated income statement

Apr-Jun  Apr-Jun  Jan-Jun Jan-Jun

€ million : 2003 2002 2003 2002
Revenue® ] 9,608 11,837 22,434 25,161
_Discontinuing operations - 4,211 - 7,682
Mineral oil tax/natural gas tax/ electricity tax - 244 - 1,233 - 57v - 2,728
_Discontinuing operations - - 1,084 - - 2,341
Revenuei(without:mineral.oil tax/natural.gas:tax/electricity tax) -+ = ‘ 3 ""'1‘5‘%’6? T 22433
Changes in finished goods and work in progress/ other own work capitalized —-1—95-_——3_06- 137 414
Cost of materials® - 4,611 - 6,528 -11,708 - 13,584
Staff costs - 1,938 - 1,837 - 3,854 - 3,682
Depreciation, amortization and impairment losses - 1,067 - 811 - 2,139 - 1,602

ek

Other pperating result - 819 - 1,122 - 1,391 - 2,352

ting activities

Income from investments 105 704
Financial result - fI? -~ 586 - 1471 - 1,155
— Beforetar - T — Sr— — : - - "":T'i?E'
Taxes on income T 127
Incomeaftertax - T 1,049,

Minority interest

_Discontinuing operations

Earnings per share?

_Excl, goodwill amortization € 0.75 .45 1.96 1.90
_Discontinuing operations € - -« 0.03 - - 010
_Incl. goodwill amortization € 0.32 0.22 1.10 1.45
_Discontinuing operations € - - 0.05 - - 012

* The previous year's figures have been adjusted.
* Undiluted earnings per share are identical to diluted earnings per share.




Consolidated balance sheet

Assets

€ million

Consolidated Financial Statements of the RWE Group {condensed;

As of As of
06/30/03 12/31/02

Non-current assets

“Intangible-assets

Property, plant and equipment

Financial assets

20,423 18,518
39,236 33,778
6,919 9,280

Current assets

Inventories

Accounts receivable and other assets

Marketable securities

Cash and cash equivalents

3,283 3,505
17,223 16,371
7,569 8,459
1,928 2,143

Deferred taxes

7,593

Prepaid expenses

625

100,273

Equity and liabilities

€ million

As of
06/30/03 12/31/02

As of

Equity / minority interest

Group interest 6,483 6,429
Minority interast 2,289 2,495
Provisions 39,797 W
Liabilities 44,670 41,140
Deferred taxes 7.231 6,566
Deferred income 4,353 3,456
- e = = -m
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Consolidated Financial Statements of the RWE Group {condensed)

Consolidated cash flow statement

Jan-Jun  Jan-Jun

€ million 2003 2002
Income after tax 724 1,049
Depreciation, amortization, impairment losses, write-backs - 2,144 1,758
Changes in long-term provisions - 566 476
Deferred taxes/non-cash expenses /income ] 437 - 592

Changes in net current assets/ other

rom operating:activities -

LT

_Discontinuing operations

Capital expenditure on tangible and financial assets

Proceeds from disposition of tangible and financial assets

Changes in marketable securities and cash investments

Cash'flows from:investing: activities’

Discontinuing aperations

_Discontinuing operations

Currency translation - 50 - 57
Changes in scope of consolidation and other changes - 801
Net change'in cash andicash equivalents =~ ot —Tsz'z—
Cash and cash equivalents at beginning of year _-E-B-IE-
Cash and cash equivalénts at-end:of reporting period’ ToLy20
Financial assets at beginning of year 18,127
Fina,'n’c'igl'kaﬁsgtsua{ end of reparting period 15382
Gross financial debt at beginning of year __15-5:_3-
Gross financial debt at end of reporting period " = & : K T 27,105
Net financial debt at beginning of year 15,494 ‘_—_1“1_23—
Net fvandial debt ot and of repertingpered T T T T T agam i
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Consolidated Financial Statements of the RWE Group (condensed}

Changes in equity and minority interest

Group Minority Total
€ million interest  interest
Balance as of 12/31/2001 7,730 3,399 11,129
Dividends paid ) - 562 - 131 - 693
Other comprehensive incomea / other - 876 - L,795
Income after tax 231 1,049

Bg];g"qggpasuof«‘QGBO[;Q_OZ; -

Balance as of 12/31/2002 6,429 2,495 8,924

Dividends paid - 613 - 95 - 714

Other comprehensive income / other

Income after tax

25
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Accounting and valuation methods

The Interim Report for the Period Ended June 30, 2003 has
been prepared in compliance with International Accounting
Standards (IAS). The interpretations of the Standing Inter-
pretations Committee (SIC) have been observed. For further
informatian, please consult the Consclidated Financial State-
ments for the Period Ended December 31, 2002, which pro-
vide the basis for this Interim Report.

Scope of consolidation

In addition to RWE AG, the Consolidated Financial State-
ments contain all domestic and foreign companies which
RWE controls directly or indirectly. The US water company
American Water and the Polish electric utility STOEN were

This Interim Report was prepared using the accounting and
valuation methods applied in the Consolidated Financial
Statements for Fiscal 2002,

The interest rate for pension provisions, provisions for nu-

clear waste disposal and provisions for mining is 5.5% as of
January 1, 2003 (previous year: 6.0%).

consolidated as of January 1, 2003. Principal associates are
accounted for using the equity method.

The scope of consolidation breaks down as follows:

06/30/03 12/31/02

Fully consolidated companies

Investments accounted for at equity

767 724

This Interim Report for the Period Ended June 30, 2003 is
principally characterized by the first-time consolidation of
American Water. Our Czech gas activities and the British
electric utility Innogy, which were consolidated for the first
time effective May 1 and June 1, 2002, respectively, were
not yet included in the previous year's corresponding quar-

Revenue

Revenue from energy trading operations is stated only at re-
alized gross margins. The previous year's figures have been
adjusted accordingly.

Research and development costs

In the first half of 2003, research and- development costs
“totaled €219 million.- -~ -~-- - -

Own shares

In the first half of 2003, RWE Group companies bought
17,355 common shares on the capital market at an average
cost of €23.83 per individual share certificate. They account
for €44,428.80 of the Corporation’s share capital (0.03%eo of
subscribed capital). Employees of RWE AG and its sub-
sidiaries received a total of 5,465 common shares at an aver-
age price of €25.50 per individual share certificate within
the scope of capital formation and 11,890 common shares
at an average price of €2.73 on the occasion of service an-

246 245

ter. By contrast, figures for the first half of 2002 still dis-
close the Shell & DEA Qil joint venture's downstream busi-
ness, which was sold as of July 1, 2002. All results and activ-
ities pertaining to the divested downstream business are
stated under "discontinuing operations.”

@

niversaries. Aggregate proceeds amounted to
€171,799.68 million, Differences to the purchase price were
recorded with an effect on results.

As of December 31, 2002, 37,827 RWE common shares with
an aggregate nominal value of €96,837.12 (0.07%o of sub-
scribed capital) were held for Thames Water employees by
an affiliated company. This company ceased to be affiliated
with RWE as of June 30, 2003,




Stock option plans

Contingent capital in the amount of €51,200,000 is available
to offer subscription rights for common shares in the name
of the bearer to-members of the Executive Board as well as
to other executives of RWE AG and affiliated companies.

... The Executive Boérd of RWE AG has been authorized to issue

non-transferable subscription rights to a total of up to
20,000,000 common shares to the aforementioned persons
up to the end of the day on March 8, 2004. There is a three-
year waiting period for the stock options which have a term
of five years after their respective issue.

The stack options can only be exercised if the quoted mar-
ket price of the common share—calculated on the basis of
the total return approach—has increased by at least 6% an-
nually on average (absolute performance) before being exer-
cised and has not trailed the Dow Jones STOXX share index

"by more than ten percentage points (relative performance)

in the same period. The four-week exercise periods start on
the 21st trading day following the publication of the provi-
sional revenue and earnings figures for the completed fiscal
year and of the semi-annual results.

Stock options Originally Balance
issued as of
12/31/02

The stock options can only be exercised by payment of the
exercise price. The exercise price equals the quoted market
price of the common share on the first trading day after ex-
piry of the relevant exercise period, minus a markdown,
which is composed of the absolute and relative performance
components. The markdown is limited to 40 percentage
points.

Exercise conditions stipulate that the stock options can be
used for already existing common shares instead of young
shares from contingent capital or that the markdown can be
paid in cash instead of in commaon shares. If the persons
holding stock options are not employed by RWE AG, the ex-
penses associated with the exercise are borne by the respec-

tive Group company.

The stock options listed in the table below have been issued
so far:

Expired in Balance
2003 as of
06/30/03

1999 tranche 1,935,800 1,319,300

- 55,000 1,264,300

2000 tranche 4,336,500 2,983,000

- 147,500 2,835,500

2001 tranche 5,222,300 4,454,100

- 184,500 4,269,600

2001A tranche

5,262,300 4,818,500

- 146,000 4,672,500

0: 13,574,900

533,000 13,041,900

Furthermore, other virtual stock option plans are offered to
employees, executive board members and other executives

_of RWE AG and its affiliated companies in Germany and

Dividend payout

For RWE AC’s fiscal 2002, a dividend of €1.10 per share was
paid, which included a bonus.

abroad, on which we reported separately in the financial
statements for the period ended December 31, 2002.

Notes




Notes

Earnings per share

Earnings per share are calculated as follows:

Jan-Jun  Jan-3un

2003 2002

Net income € million 621 818
Number of shares outstanding (weighted average) thousands 562,404 562,405
Earnings per share € 1.10 1.45
Earnings per share net of goodwill amortization € 1.96 1.90

Contingent liabilities

Contingent liabilities principally relate to liabilities from
guarantees, They have declined by €58 million since Decem-
ber 31, 2002. This decrease primarily relates to UK Energy.

Reconciliation to the operating result

e e +Income from investiments

Reconciliation of income from operating activities to the Jan-Jun  Jan-Jun

operating result 2003 2002

€ million

Income from operating activities 2,902 1,627
1039 704

- Non-operating result - 76 - 182

‘Operating result’ ~ -

The reconciliation addresses the following points:

= Income from investments inciudes ali costs and income
that have arisen in connection with operating invest-
ments. Income from investments thus constitutes an
integral part of the Group’s operating activity.

= Income and costs that are unusual from an economic
perspective, or are the result of exceptional events, prej-
udice the assessment of cperating activities. They are
reclassified as part of the non-operating result. Further-
more, the non-operating result includes goodwill amorti-
zation from capital consolidation. The non-operating
result also contains the release of negative goodwill.

RWE's share in the net income of the HOCHTIEF Group,
which is accounted for using the equity method, is
included in the operating result.

Reconciliation from EBITDA to the operating result Jan-Jun  Jan-Jun
€ million 2003 2002
EBITDA 4,376 3,329
- Operating depreciation and amortization - 1,549 - 1,354

+ Operating result of investments

Operatinig result. " 1

3 2169
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A
‘ and conference call®

08/12/2003

Interim report for the first half
of 2003

_Mid-year press conference
_Analyst conference’

11/13/2003

Interim report for the
first three quarters of 2003

* These events will be broadcast live on
the Internet and can thus be followed
by the public at large, investors and
analysts simultaneously. We will keep
the recordings on our Web site for at

least three months.

Financial calendar 2003 _2004

01/06/2004

Preliminary report on fiscal 2003

02/26/2004

Annual report for fiscal 2003
_Balance sheet press conference
_Analyst conference”

04/15/2004

Annual General Meeting’

04/16/2004

Ex-dividend date

05/11/2004

Interim report for the
first quarter of 2004
and conference call’

08/10/2004

Interim report for the

first half of 2004
_Mid-year press conference
_Analyst conference”

11/09/2004

Interim report for the
first three quarters of 2004
and conference call”

This is a translation of the German in-
terim report. In case of divergence
from the German version, the German

version shal} prevail.
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At a glance

RWE Group Jan-Sep Jan-Sep Jan -Dec
2003 2002 +/-in% 2002
External revenue €million 31,935 35353 - 47 46,633
EBITDA €millior 6191 5115 + 210 7,241
Onperating result € million = ~3;965: 3,183+ 248 4,504
Income before tax € million - | 1858 1,275 + 457 2,722
Net income T
Excl. goodwill amortization € million 717459 1,445 + 1.0 1,830
Ind. goodwill amortization € million 732 806 - 19.2 1,050
Earnings per share N
Excl. goodwill amortization € 2,59 2.57 + 0.8 3.25
Incl. goodwill amortization €0 130 1.61 19.3 1.87
Cash flows from operating activities € million 3,976 4,044 - 1.7 5,933
Capital expenditure € million ”:--~_8,l32' 14,884 -~ 45.4 16,985
Free cash flow! € millien -+ +1;01% 1364 - 259 1,838
09/30/03 12/31/02 +/=in %
Net debt € million . 18,837 15494 + 21.6
workforce FTE? 136858 131765 + 39

*Cash flows from operating activities minus capital expenditure on property, plant and equipment and intangible assets.
2 Full time equivalent (FTE), according to the percentage of full-time employment (1 FTE = 1 full-time position).




»In addition to taking us closer to our

customers, the new Group structure brings us
a step closer to our goal of capitalizing on all
synergies between electricity, gas and water.«

. Dear Shareholders,

Although it is not yet reflected in our share price, we
actively developed our bhusinesses during the first
three quarters of this year. This is demonstrated by
) _iniprbVémehts,_in our key figures. Our stable core busi-
ness in the fields of electricity, gas and water more
than offset the difficult earnings situation experi-
enced by Heidelberger Druckmaschinen and the envi-
ronmental services business caused by the macro-
economic situation. Further evidence comes courtesy
of our new Group structure. We reduced the number
of operating companies in the RWE organization from
13 to seven and tightly intermeshed our German elec-
tricity, gas and water operations under our new
regional companies right on schedule on October 1.
This will enable us to achieve further cost reductions.
More importantly, it allows us to increase the proxim-
ity to our customers as well as our local flexibility.
And this is an extremely valuable asset in the German
utility business. Moreover, our British and North
American companies will work more closely with each
other. We will inform you about the details in this
quarterly report. It will also furnish you with informa-
tion on two political issues that will have a major in-
fluence on the European utility sector in the next few
years: emissions trading and the regulation of
German electricity and gas grids.

The following is an overview of the key financial de-
velopments in the first three quarters of this financial
year:

= The Croup’s operating result rose by 25%. Core
businesses recorded an even stronger 33% in-
crease in their operating result due to the consoli-
dation of acquisitions and the substantial increase
in results generated by our electricity and gas
operations—despite negative currency effects.
Conversely, our non-core businesses were bur-
dened by the operating loss recorded by
Heidelberger Druckmaschinen.

Net income includes goodwill amortization as well
as all the financing interest associated with our
acquisitions. It increased by 1% before goodwill
amortization. After goodwill amortization, it
dropped by 19%.

Our financial discipline is paying off: net debt to-
taled €18.8 billion as of September 30. We thus
clearly exceeded the goal we had set our sights on
for the end of 2003 (€24 billion).

We expect the aforementioned trends to remain sta-
ble in the fourth quarter, If so, 2003 will be another

good year for our shareholders.

Essen, November 2003

Harry Roels
CEO

Letter 1o Shareholders




RWE share performance
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Disappointing share performance

The upward trend on the stock markets ushered in by
the spring of 2003 continued in the third quarter of
the fiscal year. The DAX 30 achieved a year-high
3,669 points at the beginning of September, declining
considerably thereafter. It closed the third quarter at
3,257 points, roughly equaling the level it had at the
beginning of the quarter. This corresponds to a 12.6%
increase over the level at the end of 2002. Signs indi-
cating that the downward trend on stock markets wit-
nessed since the beginning of 2000 has finally come to
an end are multiplying. Political stability following the
end of the Iraq war and extremely low prime rates
made a substantial-contribution to this cause. Unex-
pectedly high first-half performances delivered by
major companies also supported the uptick. Mounting
optimism regarding the business cycle boosted share
prices, with tech issues benefiting the most. The DAX
continued to rise after the end of the réporting period.
S - At 3,656 points, the DAX closed the month of October

66% above the yearlow recorded on March 12 (2,203
points).

RWE’s share price was unable to keep up with the
DAX. Our common stock closed the month of Septem-
ber at €22.84 —7.5% down on the level at the end of
2002. Including the dividend, this corresponds to a
performance of -3.9%. RWE's preferred stock lost
3.7%, dropping to €19.98. It posted a moderately pos-
itive performance of 0.5%. RWE's disappointing share
performance was principally a result of the portfolio
adjustments made to include larger proportions of
more volatile issues. This is a typical reaction in a ris-
ing market. Uncertainty surrounding the future regula-
tory framework for Germany's electricity and gas
markets, as well as the implementation of the carbon
dioxide emissions trading system adopted by the EU,
both had an adverse effect. RWE shares were back on
the rise after the period being reviewed.
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Core businesses boost operating result by 33%

Cyclical upswing in key foreign markets

The economic situation on RWE's core markets has
improved slightly since the spring of 2003. However,
cyclical developments varied greatly from one region
to the next. Most euro markets are still finding it diffi-
cult to overcome their stagnation. An additional bur-
den arises from the gain of the euro over the curren-
cies of major trading partners. Whereas home de-
mand has stabilized, providing relatively positive
stimuli in the third quarter, capital expenditure and
cross-border trade continued their weak trend. Ger-
many is the laggard in the eurozone. The recessionary
trend observed in this country in the last two years
has persisted. Positive signs are only appearing grad-
ually, manifesting themselves as improved mood indi-
cators and more stable investments.

Some of the economic indicators in the core markets
we serve outside the eurozone are more favorable.
Great Britain is benefiting from the upturn that began
in the spring and has since widened its sphere of in-
fluence. Robust consumer demand and expansionary
production had a dynamic effect on the most impor-
tant economies in central Eastern Europe. Hungary is
an exception, with structural problems and declining
exports hampering growth. Low interest rates in the
US and strong corporate profits led to a clear resur-
gence in consumption and investment. Posting 7%
--growth in the summer months, the US economy
advanced faster than it has in almost 20 years,
albeit starting from a low level.

Core businesses boost revenue by 20%

RWE's consolidated external revenue was 9.7% down

on the previous year's level to €31.9 billion. This de-

crease was principally caused by non-core businesses.

By contrast, our core businesses posted a 20.1% gain.

This was primarily due to the following consolidation

effects:

= In the Electricity Business Area, growth was
largely a result of the acquisition of the UK-based
energy utility Innogy, which was consolidated as
of June 1, 2002. Therefore, it was only included on
a four-month basis in the previous year’s corre-
sponding period. Under its new name—RWE
Innogy—the company generated €3,903 million in
revenue in the period under review (previous year:
€1,844 million). STOEN, the Polish electric utility
that was included in the Group’s accounts as of
January 1, 2003, contributed €261 million in
revenue.

= Inthe Gas Business Area, the first-time consolida-
tion of our Czech gas activities as of May 1, 2002
had an especially significant effect. Accordingly,
figures produced by this business were only con-
sidered on a five-month basis in the year-earlier
period. In 2003, our Czech gas operations gener-
ated €1,289 million in revenue (previous year:
£450 million). Additional revenue growth stemmed
from the first-time consolidation of Dutch-based
Obragas as of July 1, 2002, which contributed
€199 million in the reporting period {previous
year: €40 million).

= In the Water Business Area, American Water, the
US water utility that was consolidated effective
January 1, 2003, contributed €1,171 million to the
segment’s revenue,

External revenue earned by our non-core businesses
dropped to €2,715 million. This corresponds to just
under a quarter of the year-earlier level. This decrease
was principally due to our exit from the service-sta-
tion and refinery business as of July 1, 2002, In the
previous year's corresponding period, these activities
contributed €7,682 million to the Group’s revenue.
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i

External revenue

Jan-Sep Jan-Sep Jan-Dec

€ million 2003 2002 +/-in% 2002
Electricity? --X9,132. 16,637 + 150 23,797
Gas E36T 3,835 &+ 364 5,666
Water 3165 2081 s+ 521 2,850
Environmental Services 1,466, 1598 -~ 83 2,136

Total core business 24,251 + 20.1 34,449
Heidelberger Druckmaschinen 3,322 - 183 4,315
Total non-core business 11,004* - 75.3 11,997°
Other activities 88 -~ 82 187
Total 35,353 - 9.7 46,633

Germany 16,1490 23,016 - 258 28,003

Foreign 15786 12,337 + 28.0 18,630

* Net, i.e. only including the margins from the trading of electricity procured from third parties; the previous year's figures have been adjusted.
2 Including RWE Dea's downstream operations, which were divested as of July 1, 2002, and accounted for €7,682 million in 2002.

Net of all consolidation effects, Group revenue de-
creased by 2.5%. This decline reflected the persistently
weak cyclical trend in the printing machine industry.
Heidelberger Druckmaschinen saw revenue drop by a
total of 18.3%. Conversely, we recorded operating
growth in the Electricity Business Area.

The decline in consclidated revenue is also due to cur-
rency exchange effects. As a result of the persistent
weakness of the US dollar and British pound, revenue
generated in these currencies was lower once translated
into euros. As far as our core businesses are concerned,
this effect was most pronounced at our UK-based com-
panies RWE Thames Water and RWE Innogy as well as
at our US hard coal and gas producer CONSOL Energy.
Revenue in these businesses after currency transiation
was reduced by more than €700 miilion. The negative

EBITDA
€ million

impact of this effect was also reflected in revenue
earned by American Water, our US water utility, which,
however, had not yet been included in the figures for
the first three quarters of 2002.

As a result of our large-scale acquisitions, we now gen-
erate half of our consolidated revenue outside Germany
(494%). In the year-earlier period, this quota was
34.9%.

EBITDA and operating result post

double-digit growth year-on-year

We increased our EBITDA and operating result even
more, despite the operating loss incurred at
Heidelberger Druckmaschinen. This was due to the
strong double-digit improvement in earnings in our core
businesses in the fields of electridty, gas and water.

Jan-Sep Jan-Sep Jan-Dec
2003 2002 +/-in% 2002

Electricity

3:387 2,772+ 22.2 4,146

Gas 1165 244  + 380 1,239
Water 1,468 1,078 + 362 1,457
Environmental Services 163 207 - 213 281
Total core business 4,901 + 26.2 7.123
Heidelberger Druckmaschinen 356 -~ 770 414
Total non-core business 408" - 799 466"
Gther/holding/consolidation 4. - 194 + 619 - 348

Total

5,115 + 21.0 7,241

* Including RWE Dea’s downstream operations, which were divested as of July 1, 2002, and accounted for €52 million in 2002.




Operating result
€ million
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Jan-~-Sep Jan-Sep Jan-Dec
2003 2002 +/-in % 2002

- Electricity

23820 1797+ 328 2,760

Gas 630 + 340 885
Water 701+ 378 963
Environmental Services g - 192 98
Total core business 3,226 + 32.8 4,706
Heldelberger Druckmaschinen v - 1534 158
HOCHTIEF {at equity) 46 - 87.0 28
Total non-core business 210" - 145.2 180"
Cther/holding/consolidation - "223: -~ 25% o+ 119 - 382

Total

3,183 + 24.6 4,504

" Including RWE Dea's downstream operations, which were divested as of July 1, 2002, and accounted for -€6 million in 2002.

EBITDA climbed 21.0% to €6,191 million. We posted
26.2% growth in our core businesses, whereas EBITDA
contributed by our non-core businesses dropped to a
fifth of the figure recorded a year earlier. Net of the
consolidation effects of our three major acquisitions,
the Group’s EBITDA matched the year-earlier level.

" Charges stemming from currency conversion diluted

EBITDA by at least €190 million.

We lifted the Group's operating result by 24.6% to
€3,965 million. This increase was primarily driven by
the earning power of our core businesses, which
showed a 32.8% improvement. The aforementioned
consolidation effects were one of the main reasons for
this. RWE Innogy contributed €524 million to our con-
solidated operating result (previous year: €185 million),
with our Czech gas activities adding €268 million (previ-
ous year: €117 million) and American Water contribut-
ing €305 million. Our core businesses posted a 9.0%
improvement even net of consolidation effects. This
performance was driven by the earning power of our
electricity and gas activities. By contrast, our Environ-
mental Services Business Area saw its operating result

" “dédling. This decrease was caused by the cyclical down-

turn in Germany and the much more severe competitive
pressure in the residential and commercial waste
sectors.

Conversely, our non-core businesses dlosed the report-
ing period with an operating Toss of €95 miltion. The
dire economic situation in the printing machine indus-

try left the most significant mark. Operating results
generated by the Heidelberg Group fell by €271 million
to €101 million. HOCHTIEF, the construction invest-
ment accounted for under the equity method which is
included in our consolidated financial statements based
on its prorated net income, earned a positive €6 million
in operating results, but fell short of the year-earlier fig-
ure, This dedline is partially due to one-off effects stem-
ming from the devaluation of securities held in spe-
cialty funds. Furthermore in 2003, HOCHTLIEF stopped
capitalizing deferred taxes on loss carryforwards since
the likelihood of the loss carryforwards being used is
too low. Nevertheless, the construction group’s operat-
ing activities displayed encouraging development. We
anticipate HOCHTIEF's income before tax from its
German construction business to be back in the black
for the first time since 2000.

For a detailed commentary on the earnings trend by
business area, please turn to pages 17 to 24.

Our consolidated operating result was essentially
unchanged due to consolidation effects. Net of the
aforementioned currency exchange effects, we would
have closed the period up on the previous year's level,
Currency exchange ratios, which were less favorable
than in 2002, resulted in a charge of at least

€140 million against the operating result.
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Reconciliation to net income Jan-Sep Jan-Sep Jan=Dec
2003 2002 +/-in% 2002

Operating result € million 3,183 + 24,6 4.504
+ Non-operating result € million - 86 + B82.6 850

Goodwill amortization € million - - 533 - 348 - 780
+Financial result € million -~ 1,822 - 148 -~ 2632
Income before tax € miflion § 1,275 + 45.7 2,722
- Taxes on income £ million - 118 - 7017 - 1,367
Income after tax € million 1,157 - 21.2 1,355
~ Minority interest € million - 251 + 283 - 305
Net income o

incl. goodwill amortization € million 7 L 732 806 - 192 1,050

Excl. goodwill amortization € million . 1459 1445 + 1.0 1,830
Earnings per share o

Incl. goodwill amortization ol 1 161 -~ 193 1.87

Excl. goodwill amortization € 259 257 + 0.8 3.25
Effective tax rate )

Incl. goodwili amortization 9+ 466.7 50

Excl. goodwill amortization o+ 4280 39

Spending an acquisitions and Heidelberg's

weak business depress net income

The reconciliation to net income reflects the planned
expenditure on our strong external growth.

The non-operating result advanced by €71 million to
—-€15 million. Changes break down as follows: Gains

on disposals decreased by €605 million to

€426 million. In 2002, proceeds generated from the
divestment of our stakes in the Shell & DEA 0il joint
venture and STEAG were exceptionally high. In the

*“period under review, this was contrasted by the sales

of the first CONSOL tranche (see p. 11) and of our
40% shareholding in Stadtwerke Leipzig. The planned
€188 million increase in goodwill amortization to
€727 million also had an earnings-reducing effect.

The release of nuclear provisions in the "other” line
item had a positive effect to the tune of €933 million.
€250 million in one-off costs incurred to reorganize
the Group had a counteractive effect.

Financial results were down 14.8% to —€2,092 million.
The increased interest cost resulting from our major
acquisitions was the key reason for this. It is reflected
in the fact that the net interest charge rose by

€340 million to ~€775 million. Income before tax was
clearly up on the previous year's level at

€1,858 million. After taxes, income slipped 21.2% to
€912 million. This reflects the effective tax rate,
which rose from 9% to 51% and was caused by three
factors: the year-earlier figure was exceptionally low
as a result of high tax-free capital gains; we no longer

Non-operating resuit Jan-Sep Jan-Sep +/-in Jan-Dec
€ million 2003 2002 € million 2002
Capital gains 426 1,031 - &85 1,264
~ Goodwill amortization -— 727 - 539 - 188 - 780
+0ther i 2864 - 578+ 864 366
Non-operating result - 86 + 71 850




capitalize deferred taxes on loss carryforwards in
RWE's scope of consolidation (see our commentary on
this issue in the 2002 annual report); and the rise in
goodwill amortization also contributed to the in-
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crease in the effective tax rate, since it causes pretax
income to decrease, but does not reduce taxes. Ex-
cluding goodwill amortization, we have an effective
tax rate of 37%.

Financial result Jan-Sep Jan-Sep Jan~-Dec
€ million 2003 2002 +/-in% 2002
Interest income o4 976 - 6.4 1,365
- Interest expense = 1689 - 1411+ 197 - 1,849
Net interest - 435 - 782 - 644
- Interest share in long-term provisions - 1,133 - 67 - 1,602
+ Other financial results - 254 + 575 -~ 386
Financial result -1,822 -~ 14.8 - 2,632

Minority interest declined by 28.3%. This is primarily
due to the collapse in earnings at Heidelberger
Druckmaschinen.

At €1,459 million, net income before goodwill amorti-
~ zation was slightly up on the previous year. Corre-:
sponding eérnings per share totaled €2.59, Including
goodwill amortization, net income declined by 19.2%
to €732 million, or €1.30 per share.

Cost-cutting program: €2.2 billion already saved
We aim to achieve €300 million in cost reductions for
fiscal 2003 as a whole. We realized some €230 million
of this goal in the first three quarters alone. Initiated
in 2000, our program envisions lowering annual costs

—by €2,555-million by the end of 2004. This does not
yet include envisioned savings and synergies from
the Group reorganization that became effective in
October (€300 million). As of September 30, we had
already implemented over 85% (about €2.2 billion)
of the cost-cutting program.

Capital expenditure Jan-Sep Jan-Sep Jan~Dec
€ million 2003 2002 +/-in% 2002
Electricity kl,S'40» 1,959 - 214 3,142
Gas - 5,086 -~ 892 5,365
Water 1,698 + 230.2 2181
Environmental Services 647 - 810 695
Total core business 9,390 -~ 16.8 11,383
—-—Heidelberger-Bruckmasehinen—- — . - - 297 - 2240 365
Total non-core business 309" ~ 301 397"
Other/holding 5,185 28.1 5.205
Total 14,884 - 454 16,985
Property, plant and equipment 2680 + 106 4,095
Non-current financial assets 12,264 - 577 12,890

* Including RWE Dea’s downstream operations, which were divested as of July 1, 2002, and accounted for €32 million in 2002.
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Capital expenditure some 45% down on previous
year, which was high due to acquisitions

In the first three quarters of 2003, capital spending
totaled €8,132 million. This corresponds to a decline
of 45.4%, or €6,752 million, compared with the previ-
ous year, Capital expenditure on non-current financial
assets amounted to €5,167 million. In the year-earlier
period, this figure totaled €12.2 billion and included
the acquisition of the Czech gas business and of the
UK energy utility Innogy. In the reporting period, cap-
ital expenditure on non-current financial assets was
nearly exclusively earmarked for the acquisition of
American Water (+€4,535 million). We spent

€2,965 million on property, plant and equipment,
some 10.6% more than in the previous year. This
increase was mainly caused by consolidation effects.

The inclusion of American Water’s property, plant and
equipment in our accounts resulted in a charge of
€261 million. The rise in capital expenditure relating
to Innogy (from €114 million to €204 million) and our
Czech gas companies (from €13 million to €89 million)
is principally due to consolidation effects since the
previous year's corresponding petiods were shorter.
We stepped up capital spending in the Electricity Busi-
ness Area’s Power Generation Division. Investment
magnets were a thermal power station in Duisburg-
Hamborn and retrofitting measures implemented in
Block A at Biblis. Conversely, capital expenditure in
the Lignite-Fired Power Generation and Mining Divi-
sion decreased considerably. This is partly due to the
fact that we made far-reaching investments in the new
lignite-fired power station in Niederaussem in 2002.

Cash flow statement” Jan-Sep Jan-Sep Jan~Dec
€ million. ) 2003 2002 +/-in% 2002
" Cash flows from operating activities Fem3.976% 40446 -~ 17 5,933
Cash flows from investing aciivities ~.., 597 12,673+ 56.0 ~-14523
Cash flows fram financing activities 7793 - 676 7.062
Currency translation, changes in the scope of consalidation and other - 93 + 817 =~ 171
Net change in cash and cash equivalents Py - 1,129 + 1733 - 1,699
Cash flows from operating activities 3,976 4,044 - 1.7 5,933
- Capital expenciture on property, plant and equipment and Intangible assets -~ 2,965  ~ 2,680 ~ 106 =~ 4,095
Free cash flow " - 25,9 1,838

* Please turn to page 28 for a complete cash flow statement.

Cash flow statement: free cash flow

totals €1,011 million

Cash flows from operating activities were slightly
below the previous year's level at €3,976 million. Net
of non-cash items, the operating result posted an im-
provement. However, we had significantly more work-
ing capital than in the previous year's corresponding
period, which benefited from a positive one-off effect
of €487 million from the deconsolidation of the
service-station and refinery business. Capital expendi-
ture resulted in a cash outflow of €5,659 million,
more than 50% less than in the corresponding
year-earlier period. Cash flows from financing activi-

ties amounted to €2,527 million. In the first three
quarters of 2002, this figure was roughly three times
higher since we took on a substantial amount of
financial debt to finance our acquisitions.

Free cash flow generated in the first three quarters of
2003 totaled €1,011 million. It is defined as cash
flows from operating activities minus capital expendi-
ture on property, plant and equipment and intangible
assets. It was 25.9% down on the high level recorded
in the previous year. This was due to the fact that
capital expenditure on property, plant and equipment
was higher as a result of consolidation effects.




Net financial debt
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Balance at Balance at

€ million 09/30/03 12/31/02 +/-in %
Cash and cash equivalenis “.2:970 2,143 + 3848
Current marketable securities . 9,055 8458 + 7.0
Non-current marketable securities and other loans (L diel 2,832 -~ 606
Other non-current financial assets T 3ig3a 953 + 295
Non-current financial assets 14,387 -~ 0.1
Bonds, notes payahle and bank debt 25,372 + 132
Other financial debt 4,509 -~ 04

29,881 + 11.1
15,494 + 21.6

" Financial debt
Net financial debt

activities and our proceeds from the divestment of
the refinery and service-station business had the
strongest counteractive effect, with the latter totaling
amounted to €18.8 billion, It was some €3.5 billion €1.5 billion. Net financial liabilities dropped by an-
Tower in the third quarter. Therefore, we have already other €0.7 billion, owing to cash flows from the first
clearly overachieved our goal of reducing net financial CONSOL tranche and the deconsolidation of our US
liabilities to less than €24 billion by the end of 2003. subsidiary. The weak dollar and pound caused debt to
: decline by €1.5 billion, Financial derivatives, which
we use to hedge liabilities against currency exchange
and interest rate risks, have a present value of
€1.1 billion. However, derivatives are not taken into
account in net debt.

Net debt already considerably lower
than €24 billion target
As of September 30, 2003, our net financial debt

Net debt is up €3.3 billion compared with the end of
2002. This was primarily a result of the financing of
the acquisition of American Water and the inclusion
of the US water utility’s debt in our consolidated bal-
ance sheet (€8.7 billion in total). We spent an addi-
tional €3.6 billion, €0.6 billion of which was ear-
marked for relatively small capital expenditures on
financial assets, with €3.0 billion going to property,
plant and equipment. €0.8 billion was allocated to
profit distributions. High cash flows from operating

The ratio of EBITDA to net interest, which is a key
indicator in controlling our debt, was 8.0, We expect
it to exceed 7 for the full year and are thus clearly
above the lower limit of 5 that we set.

Workforce Balance at Balance at

FTE" 09/30/03 12/31/02 +/-in %
Electricity 71,076 = 69,441 + 2.4
Gas 8,859 9,176 - 35
Water ©o1746990 11,607+ 486

F13RE8 14,406 - 6.0
104,930 + 6.0

Environmental Services

Total core business

Non-core husiness {Heidelberger Druckmaschinen) 22,4120 23,460 - 4.4
Other/holding 3,264 3,375 - 33
Total . 131,765 + 3.9
Germany $ 76,202 - 2.8
Foreign _ 62,756: 55563 + 120

* Full time equivalent {FTE), according to the percentage-of full-time employment (1 FTE = 1 fulltime position).
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New RWE Group Structure
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Workforce grows 4% due to acquisitions
As of September 30~, ZMOOP;, the RWE Group employed
136,858 people {full time equivalent), 74,102, or

- some 54% of which worked in Germany. Our work-
force thus expanded by 5,093 employees, or 3.9%,
vis-a-vis December 31, 2002. First-time consolidations
and deconsolidations added a net 7430 staff mem-
bers. This development was primarily driven by the
inclusion of American Water and the Polish electric
utility STOEN, which contributed 6,365 and 1,653
employees, respectively. Adjusted to exclude consoli-
dation effects, our employee headcount decreased by

_anet 2,337, or 1.8%. Germany took center stage in
this dévelopment. Our operating labor force declined
by 2,280 staff members in this country. Above all,
Heidelberger Druckmaschinen implemented

- substantial job cuts... .

New Group structure effective October 1, 2003

As planned, we implemented our new Group structure
effective October 1, 2003. The restructuring’s main
focus is the regional integration of our German utility
businesses. To this end, we grouped the sales and
network operations of our Continental European elec-
tricity, gas and water businesses and placed them
under the newly established “RWE Energy” (over

€18 billion in revenue and some 42,000 employees).
Furthermore, we combined our Continental European
power plant portfolio and lignite production activities
and placed them under the new company

“RWE Power” (about €10 billion in revenue and
approximately 26,000 employees). All in all, this has
reduced the number of management companies in
the RWE organization from 13 to seven. Now that the
reorganization is in place, we will be able to tap into




an additional cost savings potential of €300 million
per year, which is to be fully realized by 2006. For an
overview of the new Group structure, please turn to
page 10. Moreover, we provided a commentary on the
key points of the reorganization in the interim report
for the first haif of 2003.

Agreement with RWE Gas municipal shareholders
On November 12, we reached an agreement with
RWE Gas AG's municipal shareholders to fully inte-
grate RWE Gas into the Group's new structure,

RWE Gas will, as originally envisioned, be merged
into the newly established RWE Energy. Thus, entre-
preneurial responsibility for the Group’s Continental

- ——European-gas-sales-and-network activities lies solely.

with RWE Energy. The municipal shareholders will re-
fiscal years 2004 through 2008, an annual guaran-
teed dividend of €48 million. They will have a 20.03%
stake in the newly established RWE Westfalen-Weser-
Ems AG. With the transfer of the RWE Gas assets,
RWE Energy assumes full entrepreneurial control. In
2009, the RWE Gas municipal shareholders will sell
their full stake to RWE Energy AG for €800 million.
This agreement is subject to the approval of the
appropriate supervisory bodies on the parts of both
negotiation partners.

The agreement with the RWE Gas municipal share-
holders enables RWE to realize the annual
€300 million in synergies associated with the Group's
" new structure. The transaction has a cash value of
€900 million. The RWE Gas municipal shareholders’
stake had been valued in accordance with the
April 24, 2002 stakeholders’ contract at €668 million.
The agreed increase in value is acceptable to RWE
because it enables RWE Energy to assume scle entre-
preneurial control of the Continental European gas
sales and network activities. This will also serve as
the basis for increasing efficiencies and for further
market development together with our municipal
shareholders.
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Majority stake in US subsidiary

CONSOL Energy sold

In May of this year, we announced that we would
fully or partially divest our 73.6% stake in the US-
based hard coal and gas producer CONSOL Energy.
We made this decision since we intend to focus our
energy husiness on Europe. Since then, we have grad-
ually lowered our stake in CONSOL to 18.5%. To this
end, on September 18, 2003, we signed an agree-
ment to divest an initial 14.1 million of the 58 million
shares we originally held in that company within the
scope of a private placement and awarded the au-
thorized bank the right to sell additional shares. At
the same time, CONSOL placed 11 million new shares
privately. RWE's share in the company’s capital stock
decreased ta less than 50% as a result. On October 2,
we reduced our shareholding by an additional

27.3 million to 16.6 million shares (18.5%) through
another private placement with investors, most of
whom were institutional. Proceeds from the divest-
ments totaled €623 million. CONSOLU's deconsolida-
tion as of September 30 caused the net financial lia-
bilities we carry on our consolidated balance sheet to
decline by approximately €0.5 billion (excluding capi-
tal gains). Provisions dropped by roughly €3.1 billion.
Our remaining 18.5% stake in CONSOL has also been
earmarked for sale.

RWE's increased stakes in the municipal utilities of
Oberhausen and the greater Wuppertal area
receive antitrust approval

Germany’s Federal Cartel Office approved our acquisi-
tion of stakes in the municipal utilities of

Wuppertal (20%), Velbert {20%) and Remscheid
(25%) as well as our increased shareholding in
Energieversorgung Oberhausen (by 40% to 90%).
This clearance was issued on the condition that we
shed our 20% interest in Stadtwerke Diisseldorf.
Another requirement, which was already met in July,
was the sale of our 40% shareholding in Stadtwerke
Leipzig. According to the Federal Cartel Office, for
antitrust reasons, purchases of shares in municipal
utilities by market leaders such as RWE must be offset
by divestments of stakes in other municipal utilities
of at least equal value.

11 &
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RWE Trading withdraws from

North American energy market

RWE Trading will terminate its operations on the
North American energy market by the end of 2003,
We announced this move in September. In the future,
we will concentrate our trading activities on the
European market, where RWE commands a strong
competitive pasition and has a diversified power
generation portfolio.

Economics ministry outlines future regulatory
framework for Germany's electricity and gas
markets

On August 29, 2003, the Federal Ministry for Econom-
ics and Labor (BMWA) published a so-called monitor-
ing report containing proposals for a future regula-
tory framework for Germany’s electricity and gas mar-
kets. In the report, BMWA speaks out in favor of Jean
regulation that promotes competition while ensuring
an appropriate level of supply security. It also stipu-
lates that pricing methods should follow regulations,
while grid fees per se may not be regulated. BMWA
envisions entrusting the German telecommunications
and postal regulator (RegTP) with this responsibility.
The ministry intends to submit a bill ta amend the
German Energy Industry Act by the end of the year so
that it can be adopted in the spring of 2004. The EU
envisions the regulatory authority becoming active on
July 1, 2004,

EU gives go-ahead for trading with

CO, emissions allowances

In July 2003, the European Parliament and the Euro-
pean Council agreed on the cornerstones for a system

for trading greenhouse gas emissions and established
January 1, 2005 as the first official day of trading.
The trading scheme is to act as a vehicle with which
the EU can meet the climate conservation commit-
ments that it entered into by ratifying the Kyoto Pro-
tocol. Companies which reduce their greenhouse gas
emissions by employing environmentally friendly
technologies ar by adapting their production
processes will be allowed to sell excess emissions al-
lowances. Conversely, companies that produce more
emissions than their allotment of certificates will be
obligated to purchase emissions allowances on the
market to make up the difference. At the beginning,
the European emissions trading system will only
include CO, emissions from electricity and heat pro-
ducers as well as from industrial operations. EU per-
formance targets must now be detailed in separate
national allocation plans for each member state.
These plans will determine how many emissions
allowances each company and production facility
receives. In most EU member states, this issue is cur-
rently being negotiated between political and indus-
try representatives. Germany's federal government
approved the cost-free allocation of emissions
allowances in Germany during the system's early
stages before these talks commenced. The allocation
plans must be submitted to the EU Commission for
approval by the end of March 2004. Reliable esti-
mates of the economic impact emissions trading will
have on the RWE Group with special regard to budg-
eting and investment plans can only be made once a
final decision has heen made on the allocation plans
and the distribution of emissions allowances.




Outlook for 2003

At present, we do not anticipate cyclical trends in
the fourth quarter of 2003 injecting new noteworthy
stimuli into our core markets. Germany’s outlook
remains tarnished. In the fall assessment published
at the end of October, Germany's six leading eco-
nomic research institutes forecast zero growth for
2003 as a whole. Great Britain’s and central Eastern
Europe’s key economies are expected to continue
their upward trends. The economic upswing in the US
is also expected to persist. As a utility, RWE is rarely
exposed to cyclical fluctuation since it has a small
proportion of products that react sensitively to cycli-
cal changes. Our non-core business, Heidelberger

Druckmaschinen, is an exception.

We will grow our operating result again in the cur-
rent financial year. We anticipate the Group achieving
a gain of at least 15% and our core businesses post-
ing an increase of roughly 20%. The first-time consoli-
inclusion of RWE Innogy and our Czech gas activities
will be the major contributors. Without these one-off
effects, the consolidated operating resuit would be
virtually on par with the previous year's level. We ex-
pect our core businesses to record a slight increase in
their operating results once they have been adjusted
to exclude consolidation effects. This rise is due to
the positive earnings situation in our electricity and
" gas businesses.
Qur core businesses would close the fiscal year with a
much better performance without negative currency
- effects. We anticipate currency charges to the tune of

- =~ -€170.million..Our calculations are based on the as-

"~ ‘sumption that-the average rate-of the US dollar and
British pound to the euro will be 1.12 and 0.70,

" respectively. This forecast does not take American

- -- Water into account since the US water utility had not

yet been consolidated in 2002. The Czech gas compa-
nies and Innogy will only be included on a prorata
temporis basis, since they were consolidated for the
first time during the course of fiscal 2002, By con-
trast, if one were to fully include the major acquisi-
tions, our operating result would be some
€290 million lower than in the previous year. How-

--dation of-American Water and.the first-time, full-year
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ever, currency charges will be absorbed almost
entirely by the non-operating result and the financial
results,

We will comment on the earnings trend displayed
by our business areas on the basis of the Group's
old structure for the last time in this quarterly
report. We will report using the new structure for
the first time in our 2003 annual report.

We expect the Electricity Business Area to increase
its operating result by approximately 15%. This is

primarily due to the first-time full-year inclusion of
Innogy. Our German electricity activities will make

_further operating progress. Measures supporting this

development will be the savings realized as part of
our cost-cutting program and price increases. How-
ever, the rise in our result will be hampered by the
aforementioned currency effects at RWE Innogy and
CONSOL Energy.

We anticipate the Gas Business Area improving its
operating resuit by about 20%. The Midstream/Down-
stream Division will post strong growth, owing to the
first-time, full-year inclusion of our successful gas
business in the Czech Republic. Another factor bene-
fiting us are the weather-induced increases in sales
volumes generated by the German business. We
expect our Upstream Division to close the fiscal year
slightly down on the high level recorded in the previ-
ous one. Charges in this unit stem from negative cur-
rency exchange effects and higher production costs.
Higher crude oil prices and volumes will have a
positive effect.

Operating results generated by the Water Business
Area will post significant double-digit growth over the
previous year, primarily owing to the first-time con-
solidation of American Water. We expect to be able to
record a gain of 35% to 40%. The water business will
thus account for about one-fourth of our Group's op-
erating result. Excluding American Water, this busi-
ness area would close the fiscal year slightly down on
the previous one. This is principally due to the afore-
mentioned exchange rate effects. Furthermore, the
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regulated UK water business will draw higher capital
expenditure on infrastructure, the bulk of which we
are likely to be able to compensate for from the
beginning of the next regulatory period in 2005 on-
wards. American Water currently has to contend with
unfavorable background economic conditions as well
as the increased cost of security and insurance serv-
ices caused by the September 11 terrorist attacks.
Moreover, we had to deal with a delay in the adjust-
ment in rates as we waited to receive approval for
this acquisition, However, we expect to receive regu-
latory approval for rate increases during 2003, help-
ing to produce a considerable improvement in Ameri-
can Water’s earnings in 2004.

The Environmental Services Business Area continues
to be characterized by the extremely unfavorable con-
ditions under which it has to operate. Last year, we
launched a comprehensive cost-cutting program to
stabilize the earnings situation. Although some of the
measures are already taking effect in 2003, the waste
management business will close the fiscal year
markedly down on the previous one. We anticipate its
operating result declining by roughly 20%. Due to
these circumstances and the collapse in earnings
resulting from the new call for bids for contracts
awarded by Germany's dual system DSD,

RWE Umwelt initiated additional measures to enhance
efficiency.

Our non-core businesses will see their earnings
contribution decline considerably. Heidelberger
Druckmaschinen will post a significant operating loss
in RWE's financial year, because the situation on the
printing market is improving at a very slow pace.

The loss would be even more severe if the cost-cut-
ting program had not been launched in fiscal 2002.
We are currently working on additiona! restructuring
measures. We expect HOCHTIEF, the construction
investment we consolidate based on its prorated net
income, to make an earnings contribution that will be

positive, but lower than in the previous year. This is
primarily due to the fact that HOCHTIEF will adjust
the valuation of the securities it holds in a special
fund. Its operating result, however, will continue to
display positive development.

Above all, the reconciliation to net income reflects
the impact of our large-scale acquisitions on the inter-
est cost and goodwill amortization.

Our non-operating result will fall significantly shy of
the prior-year figure (€850 million). Capital gains will
decline considerably despite the proceeds received
from the reduction of our stake in CONSOL Energy.
The previous year's figure was exceptionally high due
to the divestment of our shares in Shell & DEA Oil
and STEAC. Furthermore, goodwill amortization will
rise as planned in 2003 to just under €1 billion. In
addition, the recrganization of the RWE Group led to
a one-off charge of €250 million. The increase in the
amount of nuclear energy provisions released will
have a positive effect on the result. The amount
released is estimated at approximately €1.2 billion
(previous year: €963 million).

Financial results will deteriorate marginally compared
with the previous year. This decrease will stem from
the cost of financing our major acquisitions and the
interest payments on debt assumed from the ac-
quired companies. Conversely, we expect to achieve a
better result from our investment in securities under
our asset management program.

Income before tax is expected to decrease substan-
tially. We anticipate our effective tax rate coming in
roughly on par with the previous year's. It was 50%
including goodwill amortization and 39% excluding
goodwill amortization. Minority interests will be
markedly lower. This will be principally due to the de-
terioration of Heidelberg's earning situation and the
deconsolidation of CONSOL Energy.




All'in all, as a result, we can issue a more positive
forecast for the Group’s net income than originally
expected. After goodwill amortization, net income is
expected to decline by no more than 20% compared
with the previous year (€1,050 million). We originally
anticipated a decrease of between 25% and 30%.
Without goodwill amortization, net income will be
slightly up year-on-year (2002: €1,830 million).

Currency exchange effects will barely have an
impact on net income. This is because the financial

result will be positively affected by the financing of

acquisition-induced debt in US dollars and British

““pounds. Furthermore, goodwill amortization will be
-~ -lower-in-the-non-operating. result.. This will absorb the

negative effect of currency exchange rates on operat-
ing income almost entirely.
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Our net financial debt will probably have fallen
below €20 billion by the end of 2003. This prognasis
is based on currency exchange rates of $1.15 and
£0.70 to the euro, respectively. Net debt will thus be
slightly above the level achieved on September 30.
This is due to capital expenditure on property, plant
and equipment as well as interest and tax payments
that will be made in the fourth quarter. Therefore, we
will clearly exceed our debt-reduction target for 2003
(€24 billion).
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Risk trend

RWE Group companies are exposed to risks associ-
R . . ated with market prices and sales volumes found in a
market characterized by liberalization and fierce com-
“petition. We are-countering these risks. by pursuing,
price strategies that set us-apart from others and
-——— -~ .adopting.a corresponding sales policy as well as
forceful measures to manage costs.

Financial risks principally consist of interest-rate, cur-
rency-exchange and price-fluctuation risks. We hedge
, these risks using non-derivative and derivative finan-
‘ cial instruments, among other things. The primary

goal behind our energy trading operations is to miti-
gate earnings risks stemming from price fluctuations
by securing future prices of energy sources. There is a
limited amount of risk of loss when extreme, unex-
pected market price fluctuations occur. Our trading
transactions can also result in credit risks in cases
where trading partners fail to meet their contractual
obligations. We counteract such events with our
systematic risk-management system.

Forward-looking statements
This report contains forward-looking statements
regarding the future development of the RWE Group
. and its companies as well as economic and political
developments. These statements are assessments
that we made based on information available to us at
the time this document was prepared. In the event
that the underlying assumptions do not materialize
or additional risks arise, actual performance can devi-
ate from the performance expected at present. There-
fore, we cannot assume responsibility for the correct-
ness of these statements.

Regulatory canditions governing the energy sector
also give rise to risks for the RWE Group. Since we
have a high share of lignite- and hard coal-fired
power plants in our power generation portfolio, the
'EU’s decision. to introduce a greenhouse gas emis-
sions trading system poses a major risk. To mitigate
this risk, we will reduce our specific CO, emissions
and make our power plant portfolio even more flexi-
ble when we make new investments in the future.
Moreover, we are playing a proactive role in shaping
the emissions trading system. Earnings risks can also
arise in connection with operating stoppage and pro-
duction downtime. Additional risks are associated
with Block A at the Biblis nuclear power plant, reiat-
ing to downtime caused by a delay in the granting of
an approval to recommission the plant. Grid opera-
tions are exposed to risks in connection with the
planned introduction of a regulator for the electricity
and gas industry which, in turn, increases the pres-
sure on grid fees in Germany. We are dealing with
these risks by engaging in an intensive dialogue
with the institutions in charge.




Electricity Business Area

= Operating resuit 33% up year-on-year
= German and UK electricity prices still on the rise

Key figures

Jan-Sep Jan-Sep Jan -Dec
2003 2002 +/-in% 2002

Electricity sales volume? fwh million 218,393 ¢ 185867 + 175 267,502
External revenue? £ million 189,132 16,637 + 150 23,797
Electricity €million 13435 11034 + 218 15714
Electricity trading € million 907»“-; 442 o+ 105.2 869
EBITDA € million 70 2,772 v 222 4,146
Operating result € million 1,797 o+ 328 2,760
Capital expenditure € mitlion 1,953 - 214 3,142
Property, plant and equipment € million 1.25% - 1.5 1,915
Nor-current financial assets € millien 706 -~ 567 1,227

09/30/03 12/31/02 +/-in%

Workforce?®

71076 69,441 + 24

1 Net, i.e. excluding the trading of electricity procured fram third parties; the previous year's figures have been adjusted.
2 Includes €733 million in direct electricity taxes {previous year: €547 million); only includes margins from the trading of electricity procured from

third parties; the previaus year's figures have been adjusted.

® Full time equivalent, according to the percentage of full-time employment.

European power consumption was stimulated by unusu-
ally low winter temperatures as well as exceptionally hot
weather from May to August. In Germany and the UK,
RWE's key markets, power consumption was up some
2% over the previous year's level. The increase was pat-
tially due to the slight resurgence in industrial produc-
tion. Cyclical trends in the markets we serve in central
Eastern Europe were far more dynamic. But anly in
Poland did this result in an increase in demand for elec-
tricity. Polish power consumption advanced by 5%.
Demand was up a mere 1% in Hungary and the Slovak
Republic. Structural changes and the modernization of
the industries in these two countries dampened growth
rates.

Electricity prices in Europe were dictated by the heat
-wave.this summer to a considerable extent. This caused
demand to rise as people stepped up the use of air con-
ditioners. At the same time, numerous power plants
were forced to ramp down output owing to Jow river
water levels and a scarcity of cooling water. This situa-
tion was compounded by scheduled power plant out-
ages. One of the consequences was a strong increase in
prices paid for electricity traded on European wholesaie
spot markets. Moreover, the combination of these higher

quotations and the steep increase in hard coal forward
prices accelerated the upward price trend on futures
markets.

In Germany, the price of forward contracts for power de-
liveries in 2004 has risen by 21% to €29.35 per MWh of
base-load power and by 29% to €46.30 per MWh of
peak-load power since the beginning of the year (figures
valid as of September 30, 2003). Average prices in the
reporting period were €26.65 per MWh and €41.29 per
MWh, respectively. This corresponds to an increase of
14% and 22% year-on-year, respectively. The rise in the
price of peak-load power also mirrors the scarcity of gen-
eration capacity. Two years ago, the German electricity
market was still characterized by excess capacity. Now
that several power plants have been shut down and
volatility of supply and demand is increasing, reserve
capacity is likely to be limited. The unusual price highs
experienced in the summer manths have made the
general public aware of this issue.

Prices paid for power deliveries to households in the
German end customer business were up an average of
5% compared with the previous year. This reflects both
the development on the wholesale market and the elec-
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. Electricity Business Area

tricity tax hike effective January 1, 2003. In the industrial
customer segment, power supplies cost 10% more,
owing to the significant influence of wholesale prices
and the rise in the relief rate for electricity tax.

Quotations on the UK electricity wholesale market have
also seen significant growth recently. The recessionary
price trend that lasted until the middle of 2002 on the

~ futures markets appears to have ended definitively. In

the reporting period, the average one-year forward price
was £18.26 (€26.37) per megawatt hour of base-doad
power—up 10% year-on-year. It decreased by 21% to
£23.97 (€34.61) for peak-load power, Average prices on
the end customer market are still being affected by low
forward quotations from 2002. They were roughly 3%
down on the previous year for industrial customers, but
recorded a marginal rise for household customers.

The RWE Group boosted its electricity sales volume by
17.5% to 2184 billion kWh. This was largely a result of
the fact that RWE Innogy's figures were included on a
full, nine-month basis. Consclidated as of June 1, 2002,
the UK energy utility sold 43.6 billion kWh of electric
power. The previous year's corresponding figure included
a mere four months, amounting to 19.7 billion kWh. Due
to the first-time consolidation of the Polish electric utility
STOEN effective January 1, 2003, our electricity sales
volume increased another 4.7 billion kWh.

External revenue generated by the Electricity Business
Area rose 15.0% to €19.1 billion. RWE Innogy generated

€3,903 million in revenue compared with the low level of
€1,844 million achieved in the year-earlier period for con-
solidation-related reasons. €261 million in sales volume
was added with the inclusion of STOEN in the Group's
accounts. Net of consolidation effects, revenue would
have only seen a moderate increase. Operating gains
were recorded above 2ll in the Net Division

(+€528 million) and were predominantly due to the fact
that we passed on legal burdens from the subsidization
of renewable energies and combined heat and power
generation. Maoreover, we raised our grid fees in order to
offset the higher expenditure on balancing power.

EBITDA generated by the Electricity Business Area was
up 22.2% to €3,387 million, and operating results
advanced 32.6% to €2,382 million. Operating results
recorded a steeper climb due to the fact that deprecia-
tion and amortization rose to a lesser extent. This was
primarily due to the acquisition of Innogy. In compari-
son to its earnings contribution, the UK energy utility’s
depreciation and amortization are low. Innogy's inclu-
sion in our consolidated accounts was also the main
driver behind the Electricity Business Area’s largely im-
proved earnings situation. However, we lifted the operat-
ing result by 15.3% even without this acquisition. Exclud-
ing the negative currency effects, the operating result
would have grown even more, We made operating im-
provements primarily in the German electricity business.
Once again, the key success factors were higher whaole-
sale prices, our cost-cutting and our sales policy, which is
sharply focussed on returns.

Total revenue’® External revenue* EBITDA Operating result
Key figures by division
Jan=Sep
€ million 2003 2002 2003 2002 2003 2002 2003 2002
Pawer Generation 2851 3,081 oTarg 431 693 810 569 462
Lignite-Fired Power Generation and Mining ‘ 3,477 2,292 - 765- 782 378 367
Trading 5,507 1,878 soemn22l 29 . .1.20_ 28
Net 2,953 978 T 58T 555 438 413
Sales and Marketing 7,642 7,350 [ TU547 499 - 394 340
Industrial Services : 1,912 1710 . 64 49 24 11
UK Energy’ 3966 1,844 1,844 632, 225 524 185
Other/eleciricity consolidation - 8I2340 - 9,305 184 7 23 35 - 11
Harpen . 185. 164 154 56 47 33
Total 17,081 16,637 2,772 1,797

o ————"

* Net, i.e. only including the margins from the trading of electricity procured from third parties; the previous year's figures have been adjusted.
2 RWE Innogy was included in the corresponding period in 2002 on a four-month basis (consolidated for the first time effective June 1, 2002).




{as ‘Busmess Area

- Operating result jumps 34%

~ Czech gas operations contribute nearly a third of the result earned by the gas business

Key figures Jan-Sep Jan-Sep Jan-Dec
2003 2002 +/-in% 2002

Production {Upstraam)
Natural gas? million m® 7 T84T 1,709 + 8.1 2,382
. Petraleum thousand m* ... 4368 3947 + 107 5.408
Natwral gas sales (Midstream/Downsiream) kWh million 190,437+ 129,623 + 47.6 220258
External revenue € million 5367 3,935 + 36.4 5,666
EBITDA € million . 1,165 844 + 380 1,239
Operating result €million -+ 871 650+ 34.0 885
Capital expenditure € million =548 5086 ~ 832 5,365
Property, plant and equipment € million < 373 284 + 313 564
Non-current financial assets € million CATS: 4,802 - 96.4 4,801

09/30/03 12/31/02 +/~in%

Workforce?

818597 8176 - 35

? Including Norwegian production.

2 Full time equivalent, according to the percentage of fuli-time employment.

The world oil market was characterized by extraordi-
narily high prices in the period under review. A barrel
of Brent crude cost an average of $28.66, 17% up
compared to last year, and a full 45% above the
ten-year average. The first quarter experienced a
price hike in the run-up to the Irag war. Qil prices
averaged just under $33 in February, occasionally
falling below the $25 mark after the anset of the war
and as fears of scarcity diminished in April. As a re-
sult of OPEC's output reduction policy, the sluggish
ramping up of Iragi oil production and low invento-
ries, oil prices were back up to an average of $28 in
the third quarter.

In the first three quarters, natural gas consumption
was up some 6% in Germany and up 5.5% in the
Czech Republic. This was due to the cold weather at
the beginning of the year. The steep climb in oil
prices leading up to the Irag war trickled down to
gas prices in Germany with the typical tracking delay
of about six months. The price for deliveries to munic-
ipal and regional utilities was 4.1% higher compared
with the previous year. Industrial customers had to

pay 15.7% more for gas, whereas the price increase
for private and commercial customers was 20.6%.
These developments were driven by shorter price-
adjustment windows and the fact that the natural gas
tax was lifted by 58% to 0.55 euro cents per kWh
effective January 1, 2003. Gas prices in the Czech
Republic were 10% down on the average recorded in
the year-earlier period. This was due to the significant
decline in prices as of October 1, 2002 that was only
partially offset by increases in January and April of
2003.

Qur Upstream Division stepped up its gas produc-
tion by 8.1% to 1,847 million m*. We achieved gains
especially in Germany and Egypt. Natural gas sales
volumes generated by the Midstream/Downstream
Division climbed 47.6% to 1904 billion kWh. This was
principally due to the consolidation effects stemming
from the inclusion of our Czech gas companies in our
consolidated accounts effective May 1, 2002. They
sold 67.6 billion kWh in the period under review. The
previous year's corresponding figure included a mere
five months, amounting to 19.0 billion kWh, Obragas,
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19 -




Core Business

which was consolidated for the first time as of

July 1, 2002, contributed 5.3 billion kWh to the busi-
ness area’s gas sales volume (previous year:

1.3 billion kWh). But we alsa made operating gains
{(+8.8 billion kWh). This was largely due to the cold

weather in the first quarter. RWE Dea increased its
petroleum production by 10.7% to

4,368,000 m3. This was principally a result of the
commissioning of two production drillings in the
German North Sea.

Gas Business Area Total revenue External revenue EBITDA Operating result
Key figures by division
Jan-Sep 2003 2 2003 00 0 2002 003 2002
€ million 0 002 0 2002 2003 2
. Midstream/Downstreans U562 3077 v eAd37 2,997 .. 684 405 7 BB 332
Gas in the Czech Republic? 13T 450 1,289 450 356" 169 268 117
Upsiream 9182 8582 930 938 439 A 318
Total 3,935 3,935 | 844 650

L Innogy was included in the corresponding period in 2002 on a five-month basis {consolidated for the first time effective May 1, 2002).

2 Including the consolidation of revenue within the business area.

Our Gas Business Area earned €5,367 million in
external revenue, or 36.4% more than in the previous
year. The Midstream/Downstream Division posted a
gain of 48.0%. This was primarily due to the first-

" time, full-year consolidation of our Czech gas activi-
ties, which generated €1,289 million in revenue
(previous year: €450 million) and of Obragas, which
contributed €199 million (previous year: €40 million).
Net of consolidation effects, the Midstream/Down-
stream Division would have increased revenue by
17.6%, driven by the weather-induced rise in gas sales
volumes and the effect of the natural gas tax hike on
prices. External revenue produced by the Upstream

Division was roughly on par with the previous year.

Highef prices and production volumes in the oil and

gas business were contrasted by negative currency
e exchange effects arising from the settlement of oil
B : deliveries denominated in US dollars.

EBITDA recorded by the Gas Business Area was up
38.0% to €1,165 million, and operating results
advanced 34.0% to €871 million. We made significant
progress in the Midstream/Downstream Division,
which increased its operating resuit by 65.7%. Our
Czech gas activities contributed an operating result
of €268 million (previous year: €117 million). How-
ever, the Midstream/Downstream Division improved
its operating result considerably even net of consoli-
dation effects. It advanced by 29.1%, principally due
to the weather-induced increase in sales volumes in
the first quarter. Operating results posted by the
Upstream Division were slightly up on the previous
year's high level. Earnings improvements brought
about by higher oil and gas prices were contrasted
above all by the increase in production costs.
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Water Business Area

- Operating result 38% up year-on-year due to the inclusion of American Water
« Operating result achieves 6% organic growth net of currency effects

Key figures Jan-Sep Jan-Sep Jan-Dec
€ million 2003 2002 +/-in % 2002
External revenye 3165 2081 + 521 2,850
£BITDA w1468, 1,078+ 362 1,457
Operating result Lo oeT 701+ 379 863
Capital sxpenditure . .5,608" 1,698 4+ 2302 2,181

Property, plant and equipment 1022 768 + 331 1,123

Non-current financial assets ) 4,584 930  + 392.9 1.058

09/30/03 12/31/02 +/~in%

Workforce” 17,699 11,807 + 4856

* Full time equivalent, according to the percentage of full-time employment.

The regulated water business continued to show sta- depressed the earnings situation of water utilities in
ble development in our core markets. Thanks to the a large number of states. In the UK, framework condi-
substantial sums required to improve water quality tions for the next regulation period (2005-2009) are
and infrastructure, this sector has long-term growth currently being negotiated. It is likely that investment
potential. Unfavorable weather effects led to short- conditions for water utilities will become more favor-
term fluctuations in the US business. Maintenance able in light of the need for new investment in the
expenses incurred following a cold winter and earn- water network. The pace of privatization on the

ings shortfalls caused by above-average precipitation German water market is still sluggish.
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Water Business Area
Key figures by region

External revenue

EBITDA Operating result

Jan-Sep

€ million 2003 2002 2003 2002 2003 2002
Great Britain and Ireland - . l‘;3,,4‘_6j_: 1,466 815 491 527
Reguiated business 1,203 1279 762 - 424 474
Americas 304 106 37" 75
Europe, Middle East. Africa 224 139 . 103 88
Asta-Pacific 87 18 133
Total 2,081 1,078 701

External revenue generated by the Water Business
Area rose 52.1% to approximately €3.2 billion. This
was mainly due to the first-time consolidation of
American Water, which took effect on January 1, 2003
(+ €1,171 million). Additional consolidation effects
stem from the inclusion of the Spanish water compa-
nies Pridesa and Ondagua (+€67 million) as well as of
RWW Rheinisch-Westf3lische Wasserwerksgesellschaft
(+€20 million). Conversely, the business area was im-
pacted negatively by exchange rates. Net of currency
and consolidation effects, revenue earned by our
water business would have risen by approximately
5%. This was caused by rate adjustments made in the
UK owing to inflation as well as the increase in the
amount of water sold in the US, Asia and Chile.

EBITDA advanced 36.2% to €1,468 million. The
operating result amounted to €967 million—up
37.9% on the previous year's level. Net of currency
exchange effects (~€84 million), it would have risen
by some 50%, primarily due to the first-time consoli-
dation of American Water. The company posted an
operating result of €305 million. Excluding the afore-
mentioned consolidation and currency exchange
effects, our water activities would have increased
their operating result by about 6%. This growth is
principally due to operating improvements made in
the regulated and non-regulated UK businesses.
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Environmental Services Business Area

= Operating result down 19%
= German market continues to be difficult

Key figures Jan-Sep Jan-Sep Jan-Dec

€ million 2003 2002 +/-in % 2002

External revenue 1466 1598 - 83 2136

EBITDA .183 207 -~ 213 281

Operating result PeeB 3 78 19.2 98

Capita! expenditure ) 123 647 - 810 695

Property, plant and eguipment e 121~ 483 161

Financial assels 526 - 890 534
' 09/30/03 12/31/02 +/-in %
Workforce™ 13548 14,406 -~ 6.0

*Full time equivalent, accordiﬁg to the percentage of full-time employment.

EBITDA was down 21.3% to €163 million due to
unfavorable market conditions. The operating result

Germany’s waste management industry was marked
by cyclical weakness and intense competitive pressure

in the residential and commercial waste sectors in the
period under review. This situation was compounded
by a reduction in business volume in the DSD
{German dual waste management system) sector due
to the mandatory deposit for non-returnable beverage
containers (“green dot"). In addition, this branch of
industry was unsettled by delays in the re-issuance of
DSD service level agreements. Only about half of the
contracts will probably be renewed as of January 1,
2004. Unawarded contracts will be up for tender

next year.

In the first three quarters, the Environmental Services

Business Area generated €1,466 million in external
revenue. It recorded a 8.3% decline compared with
the previous year, owing to the negative market
trends as well as scheduled divestments.

amounted to €63 million—a 19.2% decrease com-
pared with the year-earlier figure. The earnings slide
was softened by the first successes of the cost-cut-
ting program initiated in 2002. RWE Umwelt intends
to save €50 million in annual costs through the pro-

gram, which is to take full effect from 2004 onwards.

The program will be stepped up yet again in view of
the poor earnings situation.

~y




Non-Cote Business

Heidelberger Druckmaschinen

~ Negative operating result
~ Sectoral trend of slow recovery

Key figures Jan-Sep Jan-Sep Jan-Dec
€ million 2003 2002 +/-in% 2002
External revenue 2,715 3,322 183 4,315
EBITDA 82 356 - 7.0 4314
Operating result =10l 176 -~ 1584 158
Capital expenditure 216 297 - 220 365
Property, plant and equipment 173 184 -~ 6.0 244
Financial assets ey ;43,» 93 - 538 121

09/30/03 12/31/02 +/-in%

Workforce® 5422412 23,460 - 45

* Full time equivalent, according to the percentage of full-time employment.

The printing machine industry continued to suffer
from the sluggish economic trend and the substantial
underutilization of printing plant capacity—especially
in our key markets, i.e. the US and Germany.

Orders received by the Heidelberg Group dropped
10.7% to €2,698 million. Negative currency effects
were felt here too. Net of currency exchange effects,
the decline was 5.7%. The previous year's correspon-
ding figure still contained large orders from the IPEX
trade show in the UK. In the period under review,
Heidelberg was successful in winning contracts in the

T ——————Asia-Pac region at-the IGAS trade fair in Japan. There

have been signs of improvement in the last few
months, despite the fact that order intake is still un-
satisfactory. In the third quarter, order intake thus
rose considerably over the extremely low level
achieved in the second quarter. The world market
leader in printing technology had orders worth
€1,223 million on its books as of September 30,
2003. This was just slightly less than the year-earlier
level.

External revenue totaled €2,715 million in the re-
porting period. Heidelberg thus recorded a decrease
of 18.3%, or 13.3% when adjusted for currency ex-
change effects. At €82 million, EBITDA was less than
a quarter the figure posted for the same period a year
earlier. Operating results were clearly in the red at
-€101 million (previous year: €170 million). The posi-
tive earnings contribution made by the Sheetfed Divi-
sion (€66 million) and cost reductions obtained via
the efficiency-enhancement program launched in the
fall of 2002 were unable to offset the losses incurred
in the other segments.
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Consclidated Finandial Staten

Consolidated income statement

Jul-Sep Jul-Sep Jan-Sep Jlan~Sep

_ € million 2003 2002 2003 2002
Revenue* TTUgIS0L 10,192 ~-31;935~ 35,353
Discontinuing operations Lo E - - 7,682
Mineral oil tax/naturat gas tax/electricity tax - 819 - 2918
Discontinuing operations UL - 2,341
Revenue (without mineral oil tax/natural gas tax/electricity tax) 32,435
Changes in finished goods and work in progress/other own work capitalized 454
Cost of materials? ~19,521
Staff costs - 5,623
Depreciation, amortization and impairment losses - 2,706
Gther operating result - 2445
Income from operating activities 2,594
Income from investments 503
Financial result - 1,822
Income before tax 1,275
Taxes on income - 118
Income after tax 1,157
Minority interest - 251

Net income

Discontinding operations

Earnings per share?

Excl. goodwill amortization

Discontinuing operations

Trich goadwill amortization

Discontinuing operations

! The previous year's figures have been adjusted.
2 Undiluted earnings per shate are identical to diluted earnings per share.




Consolidated balance sheet

Assets
€ million

i3
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Consolidated Finangial Statements

Balance at Balance at
09/30/03 12/31/02

Non-current assets

Irtangible assels

19,988, 18,518

Property, plant and equipment

L36,4800 33,779

Financal assets

Current assets

9,280
61,577

Inventories

3,492 3,505

Accounts receivable and cther assets

L 16,4400 16,371

Marketable securities 8,439

oo - Cashoand cashoequivalents 2,143
‘ 30,478
Deferred taxes 7.593

Prepaid expenses 625

| 100,273

Equity and liabilities
€ million

Balance at Balance at
09/30/03 12/31/02

Equity/minority interest

Group interest

6740 6,429

Minority interest

< 2,351 2.495
8,924
37,023 40,187

Provisions

Liabilities 45078 41,140

Deferred taxes 6,566

Deferred income 3,456
| 100,273

uss [condensed)
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i Statements of the RWE Group {condensed)

Consclidated cash flow statement

€ million

Jan-Sep Jan-Sep
2003 2002

Income after tax

81z 1157

Depreciation, amortization, impairment losses, write-backs

3,302 2,747

Changes in long-term provisions

-, 222 1.088

Deferred taxes/non-cash expenses and income/proceeds from dispesition of assets

258 - 1,019

Changes in working capital/other

Cash flows from operating activities

Discontinuing operations

- 74 T

4,044

- 300

Capital expenditure on property, plant and equipment and financial assets

C-'8132 14,884

Proceeds from disposition of property, plant and equipment and financial assets

~-2,890 1769

Changes in marketable securities and cash Investments
‘ Cash flows from investing activities

Discontinuing operations

Cash flows from financing activities

Discontinuing operatians

U 242

¥

Currency translation

Changes in scope of consolidation and other changes

Net change in cash and cash equivalents

“Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of reporting period

- 1,129
2,143 3,842
2,713

Financial assets at beginning of year

Financial assets at end-of reporting period

Gross financial debt at beginning of vear

Gross financial debt at end of reporting period

— e _ Net finandial debt at beginning of year

- Net financial debt at end of reporting period’

15,040
19,253
30,481
115.494° 1,126
15,441
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onsolidated Financial Statements of the RWE Group {condensed)

Changes in equity and minority interest

Group Minority

€ million interest interest Total
Balance at 12/31/01 75730 3,399 11,129
Dividends paid S~ i5eRc - 231 - 793
Other comprehensive income/other -~ 486l - 906 - 2.867

906 251 1,157
2,513 8,626

Income sfter tax
Balance at 09/30/02

Balance at 12/31/02 © 429 2,495 8,924
Dividends paid =619 - 174 - 793
S~ 150 48
186 - - 812
2,351 9,001

_Cther comprehensive income/other

Income after tax
Balance at 09/30/03




Notes

Notes

Accounting policies

The interim report for the period ended September 30, 2003
has been prepared in accordance with International Finandial
Reporting Standards (IFRS). IFRS comprise the IFRS newly
adopted by the International Accounting Standards Board
(IASB), the International Accounting Standards (LAS) as well
as the Interpretations of the International Financial Reporting
Interpretations Committee (IFRIC) and of the Standing Inter-
pretations Committee (SIC).

Scope of consolidation

In addition to RWE AG, the consolidated financial state-
ments contain all domestic and foreign companies which
RWE controls directly or indirectly. The US water company
American Water and the Polish electric utility STOEN were
consolidated as of January 1, 2003. RWE relinquished its
majority stake in the US hard coal producing company
CONSOL Energy by selling shares held in CONSOL at the end

This interim report was prepared using the accounting poli-
cies applied in the consolidated finandal statements for fiscal
2002. For further information, please consult the consolidated
financial statements for the period ended December 31, 2002,
which provide the basis for this interim report.

The interest rate for pension provisions, pravisions for nuclear
waste disposal and provisions for mining is 5.5% as of
January 1, 2003 (previous year: 6.0%).

of September 2003, Therefore, we stopped consolidating
the CONSOL Croup fully as of September 30, 2003 and now
account for it under the equity method. Principal associates
are accounted for under the equity method. Other principal
associates are also accounted for under the equity method.
The scope of consolidation breaks down as follows:

09/30/03 12/31/02

Fully consolidated companies

© 698 724

Investments accounted for at eguity

2305 245

These interim financial statements for the period ended
September 30, 2003 are principally characterized by the
first-time consolidation of American Water and the transition
from the full consolidation to the equity accaunting method
for the CONSOL Group. Our Czech gas activities and the
British electric utility Innogy, which were consolidated for
the first time effective May 1 and June 1, 2002, respectively,

Revenue

Revenue from energy trading operations is stated only at
realized gross margins. The previous year's gross figures
have been adjusted accordingly.

Own shares

In the first three quarters of 2003, RWE Group companies
bought 279,080 comman shares on the capital market at an
average cost of €24.98 per individual share certificate. They
account for €714 444 80 of the Corporation’s share capital
(0.05%o of subscribed capital). Employees of RWE AG and its
subsidiaries received a total of 5465 common shares at an
average price of €25.50 per individual share certificate
within the scope of capital formation and 23,615 common
shares at an average price of €3.55 on the occasion of
service anniversaries. Aggregate proceeds amounted to
€223,190.75. Differences to the purchase price were
recorded with an effect on resuits.

were included in the previous year’s carresponding period
on a five- and four-month basis, respectively. Furthermore,
figures for the previous year's first three quarters stili dis-
close the Shell & DEA Qil joint venture’s downstream busi-
ness, which was sold as of July 1, 2002. All resuits and activ-
ities pertaining to the divested downstream business are
stated under “discontinuing operations.”

Research and development costs

In the first three quarters of 2003, research and develop-
ment costs totaled €303 million.

RWE AG held 250,000 common shares as own shares as

of September 30, 2003. This share package held in connec-
tion with the issuance of own shares to Group employees
has a value of €640,000.00 {0.04%0 of subscribed capital).

As of December 31, 2002, 37,827 RWE coammon shares with
an aggregate nominal value of €96,837.12 (0.01%e of sub-
scribed capital) were held for RWE Thames Water employees
by an affiliate. This company ceased to be affiliated with
RWE as of September 30, 2003.




Stock option plans

Contingent capital in the amount of €51,200,000 is available
to offer subscription rights for common shares in the name
of the bearer to members of the Executive Board as well as
to other executives of RWE AG and affiliates.

The Executive Board of RWE AG has been authorized to issue
non-transferable subscription rights to a total of up to
20,000,000 common shares to the aforementioned persons
up to the end of the day on March 8, 2004. There is a three-
year waiting period for the stock options which have a term
of five years after their respective issue.

The stock options can only be exercised if the quoted mar-
ket price of the common share—calculated on the basis of
the total return approach—has increased by at least 6% an-
nually on average (absolute performance) before being exer-
cised and has not trailed the Dow Jones STOXX share index
by more than ten percentage points (relative performance)
in the same period. The four-week exercise periods start on
the 21st trading day following the publication of the provi-
sional revenue and earnings figures for the completed fiscal
year and of the semi-annual resuits.

Stock options Originally Balance at

issued 12/31/02

Notes

The stock options can only be exercised by payment of the
exercise price. The exercise price equals the quoted market
price of the common share on the first trading day after
expiry of the relevant exercise period, minus a markdown,
which is composed of the absolute and relative performance
components. The markdown is limited to 40 percentage
points.

Exercise conditions stipulate that the stock options can be
used for already existing common shares instead of young
shares from contingent capital and that the markdown can
be paid in cash instead of in common shares. If the persons
holding stock options are not employed by RWE AG, the
expenses associated with the exercise are borne by the
respective Group company.

The stock options listed in the table below have been issued
so far:

Balance at
09/30/03

Expired in
2003

1999 tranche ‘179358007 1,319,300

1]

67,700 1,251,600

2000 tranche 4336/500° 2,983,000

~ 181,500 2,791,500

2001 tranche 5122253001 4,454,100

~ 233,000 4,221,100

2001A tranche - 4,818,500

- 195,500 4,623,000

Total 113,574,900

-687,700 12,887,200

Furthermore, other virtual stock option plans are offered to
employees, executive board members and other executives
of RWE AG and its affiliates in Germany and abroad, on

Dividend payout

For RWE AG's fiscal 2002, a dividend of €1.10 per share was
paid, which included a bonus.

which we reported separately in the financial statements for
the period ended December 31, 2002.

31 &




Earnings per share

Earnings per share are calculated as follows:

Jan-Sep Jan-~Sep

2003 2002

Netincome € million 732 3066
Number of shares outstanding (weighted average} thousands * 562,349 562,405
Earnings per share €130 1.61
Earnings per share net of goodwill amortization € sy 2.57

Undiluted earnings per share are identical to diluted
earnings per share.

Contingent liabilities

Contingent liabilities principally relate to liabilities ensuing
from guarantees. They have increased by €108 million to
€1,315 millicn since December 31, 2002. This rise was prin-
cipally caused by the Electricity Business Area.

Reconciliation to the operating result

Reconciliation of income from operating activities
to the operating resuit
€ million

Jan-Sep Jan~Sep

Income from operating activities

+ Incomae from investments

- Non-ogerating resull

Operating result

The reconciliation addresses the foliowing points:

= Inconie from investments includes all costs.and income
that have arisen in connection with operating invest-
ments. Income from investments thus constitutes an
integral part of the Group’s operating activity.

= RWE's share in the net income of the HOCHTIEF Group,
which is accounted for under the equity method, is
included in the operating result.

Reconciliation from EBITDA to the operating result
€ million

2003 2002
i3T5 G 2,594
194 503

15 886

3,183

= Income and costs that are unusual from an economic
perspective, or are the result of exceptional events, prej-
udice the assessment of operating activities. They are
reclassified as part of the non-operating resuit. Further-
more, the non-operating resuit includes goodwill amorti-
zation from capital consolidation. The non-operating
result also contains the release of negative goodwill.

Jan-Sep
2003

Jan-Sep
2002

EBITDA

5,115

- Operating depreciation and amortization

EBIT

+ Operating result of investments

Operating result

enl

T

2,979
204

3,183




Financial calendar 2003 2004

1 11/13/2003 01/06/2004

Interim report for the Preliminary report on fiscal 2003
first three quarters of 2003
and conference call”’ 02 2 6 2 O 04
/26/
Annual report for fiscal 2003
e _Balance sheet press conference
_Analyst conference”

e - 04/15/2004

Annual General Meeting”®

L 04/16/2004

Ex-dividend date

05/11/2004

Interim report for the
first quarter of 2004
and conference call”

08/10/2004

Interim report for the

first half of 2004
_Mid-year press conference
_Analyst conference”

11/09/2004

Interim report for the
first three quarters of 2004
and conference call”

* These events will be broadcast live on

the Internet and can thus be followed by

the public at large, investors and analysts This is a translation of the German in-
simuitaneously. terim report. In case of divergence
We will keep the recordings on our Web from the German version, the German

site for at least three months. version shall prevail.
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Corporate calendar 2004

Preliminary report on fiscal 2003
Annual report for fiscal 2003

- Balance sheet press conference
- Analyst conference

_Annual General Meeting

" Ex-dividenddate

Interim report for the first quarter of 2004

Interim report for the first half of 2004

____-_Mid-year press conference

- Analyst conference

Interim report for the first three quarters of 2004

File No. 82-4018

01/06/2004

02/26/2004

04/15/2004

04/16/2004
05/11/2004

08/10/2004

11/09/2004




File No. 82-4018

Statement of compliance in accordance with Sec. 161 5551 0g » e
of the German Stock Corporation Act

Following an orderly audit, the Executive and Supervisory Boards of RWE AG issued the follow-
ing declaration of compliance pursuant to Sec. 161 of the German Stock Corporation Act:

“RWE Aktiengesellschaft complies with all of the recommendations of the German Government
Corporate Governance Code Commission issued in the July 4, 2003 version of the Code.

Since the issuance of the last declaration of compliance on June 2, 2003 and until February 23,
2004, RWE Aktiengesellschaft fully complied with the recommendations of the German Govern-
ment Corporate Governance Code Commission announced on November 26, 2002 and with the
version of the Code published on July 4, 2003, with the exception of newly introduced recom-
mendations. These recommendations will be fully complied with from February 24, 2004 on-
wards. They stipulate that the Supervisory Board's compensation system at the suggestion of the
committee responsible for Executive Board contracts (ltem 4.2.2, Para. 1). Pursuant to ltem 4.2.3,
Paras. 3 and 4, the basics of the remuneration system are to be published and illustrated on the
company’s website, in its annual report, and at its AGM in clear and understandable language.

ltem 4.2 .4, Sentence 2 and Item 5.4.5, Para. 2 stipulate that Executive and Supervisory Board
compensation. be disclosed and broken down by member. The notes to the consolidated financiat
statements for fiscal 2003 provided us with the first opportunity to comply with this provision.”
Essen, February 24, 2004

RWE Aktiengesellschaft

On behalf of the Supervisory Board On behalf of the Executive Board

(Dr. h.c. Friedel Neuber) (Harry Roels) (Jan Zilius)
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~RWE

Entsprechenserklarung geméanR § 161 AktG

Vorstend und Aufsichtsrat der RWE AG geben nach pflichtgemalsr Prufun‘g die folgende
Entsprechenserklarung gemafd § 161 AKIG ab:

.Die RWE Akliengeselischaft entspricht samllichen Empfehlungen der "Regierungskommis-

sion Dieutscher Carporate Governance Kodex" in der am 4. Juli 2003 bekannt gemaciten

“Fassung.

Die RWE Akliengeselischall entsprach in dem Zeltraum seil Abgabe cer Entsprechenszikla-

Tung am 2. Juni 2003 bis zum 23. Februar 2004 den Empfeh\ungen inder am 20. Nowvemper

2002 bekannt gemachien Fassung vollstandig und in der am 4 - Juli 2003 bekannt gemach-
ten Fassung mit Ausnahme der neu aufgenommenen Empfehiungan. Diese Empfehiungen
werden ab dem 24, Februar 2004 volistandig eingehallen. Sie sehen vor, dass das Aufsichis-

splenum aufl Vorschlag des Gremiums, das die Vorstandsvertrage behandeh, Obzr dis

Struktur des Vergltungssystems fur den Vorstand berat und diese regelmaflig Ubarprift

(Ziff. 4. 2.2 Abs 1), Ferner sollen die Grundzlge des Vergltungssystems in allgemsin ver-

standlcher Form auf der Internetseite der Gesellschaft bekannt gemacht sowie im Gs-
chéaftsbericht und in der Hauptversammlung erlautert werden (Ziff. 4.2.3 Abs. 2 u 4). Fur die
Befoigung der neusn Empfenlung zur individualisierten Offenlegung der Vergltung von Yor-
stand und Aufsichtsrat (Ziff. 4.2.4 Satz 2 u, Ziff. 5.4.5 Abs. 2), bot der Anhang zum Konzem-

absch uss flr das Gaschaftsjahr 2003 die erste Gelegenheit”

Essen, 24 Februar 2004

RWE Akliengesellschaft
Flr den ALstightsréf/ Fir den Vorstand

-

A i R

{Dr. h.c. Friedel Neuber) (Harry Roels) (Jan Zilius)
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RWE Aktiengesellschaft, Essen

International Securities Identification
Numbers (ISIN):
DE 0007037129, DE 0007037145

Dear Shareholders,

We hereby invite you to attend our Annual
General Meeting, which shall convene at
10:00 a.m. on Thursday, April 15, 2004, in
the Grugahalle on NorbertstraRe 2 in Essen,
45131, Germany.
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Presentation of the Certified Financial
Statements of RWE Aktiengesellschaft and
the Group for the financial year ended
December 31, 2003 with the combined
Review of Operations of RWE Aktiengesell-
schaft and the Group, the proposal for the
appropriation of distributable profit, and
the Supervisory Board Report for fiscal
2003,

The aforementioned documents have been
made available on the Internet at
www.rwe.com and in the offices of RWE
Aktiengesellschaft corporate headquarters,
which are located on Opernplatz 1,

45128 Essen, Germany. Copies of these doc-
uments will be furnished immediately upon
request from any shareholder.

2. Appropriation of distributable profit

The Executive Board and the Supervisory
Board propose that RWE Aktiengesellschaft’s
distributable profit for fiscal 2003 be appro-
priated as follows:

Payment of a dividend of EUR 1.25 per indi-
-vidual share on the dividend-bearing capital
stock of

EUR 1,439,756,800.00 = EUR 703,006,250.00
- Profit carryforward = EUR 93,508.19

Distributable profit = EUR 703,099,758.19
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Important tax information: Since the divi-
dend is subject to the German half-income
method, the so-called “Halbeinkiinftever-

~ fahren,” the dividend payment does not

quah’fy for a corporate income tax credit.

Approval of the Acts of the Executive
Board for fiscal 2003

The Executive Board and the Supervisory
Board propose that the Executive Board be
granted approval for its acts in fiscal 2003.

Approval of the Acts of the Supervisory
Board for fiscal 2003

The Executive Board and the Supervisory
Board propose that the Supervisory Board be
granted approval for its acts in fiscal 2003.

Appointment of the auditors for fiscal
2004

The Supervisory Board proposes that

PwC Deutsche Revision
Aktiengesellschaft
Wirtschaftspriifungsgeselischaft,
Frankfurt am Main,
Zweigniederlassung Essen

be appointed auditors for fiscal 2004.
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6.

‘\

Amendment to Sec. 12, Para. (4) of the
Articles of Incorporation through the addi-
tion of a new Sentence 2

The Executive Board and the Supervisory
Board propose to pass the following
resolution:

Sec. 12, Paragraph (4) of the Articles of
Incorporation, which currently sets forth in
one sentence that the members of the Super-
visory Board are entitled to a reimbursement
of their out-of-pocket expenses, shall be
amended with a new Sentence 2 with the fol-
lowing wording:

"Unless itemized invoices are submitted to

- substantiaté out-of-pocket expenses, on
" attending'a meeting of the Supervisory

Board or one of its committees, each member
shall receive a per diem of Euro 500 for every
day of session.”
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Shareholder motions

Pursuant to Sec. 125 et seqq. of the German
Stock Corporation Act (AktG), the Executive
Board is obligated to publish motions filed
by shareholders only if petitioners provide
proof of their capacity as shareholders in a
timely manner. All shareholder motions must
be submitted to:

RWE Aktiengesellschaft
Organisationseinheit Recht/Organ-
angelegenheiten Konzern
Opernplatz 1

45128 Essen

Germany

(Fax: +49 (0) 2 01-1 21-5743)

or per e-mail to:
hv2004.gegenantraege @ rwe.com.

We will publish motions and electoral pro-
posals made by shareholders that must be
made accessible and are submitted to one of
the two aforementioned addresses by March
31, 2004 on the Web at www.rwe.com.
Motions sent to addresses other than the
ones mentioned above will not be consid-
ered.
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Entitled to attend the Annual General Meet-
ing are holders of common shares and pre-
ferred shares without voting rights, who
deposit their shares with the company, a
German notary, a securities clearing and
depositing bank, or one of the following
banks by April 8, 2004, and leave them there
until the end of the Annual General Meeting:

Deutsche Bank AG

Dresdner Bank AG

WestLB AG

Bayerische Hypo- und Vereinsbank AG
Commerzbank AG

National-Bank AG

Norddeutsche Landesbank Girozentrale.

In Switzerland, shares may be deposited with
the following banks:

Credit Suisse First Boston
UBS AC.

The deposit can also be made by the shares
being blocked by another bank with the
approval and on behalf of one of the deposi-
taries until the end of the Annual General
Meeting.

In the event of a deposit with a German
notary or a securities clearing and depositing
bank, the certificate of deposit must be sub-
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mitted to the company no later than on the
first business day after expiry of the deadline
for the deposit.

Once again, we are affording our sharehold-
ers the opportunity to be represented during
votes by a proxy nominated by the company.
This proxy must be given power of attorney
and instructions for the exercise of the vot-
ing rights. The proxy is obligated to vote in
accordance with the instructions received.

Powers of attorney and instructions on the
exercise of voting rights may be submitted to
the proxy nominated by the company, via the
Internet, orin writing using the appropriate
forms. If using the Internet, powers of attor-
ney and instructions can even be submitted
during the Annual General Meeting. Details
of this procedure, including binding dead-
lines, technical requirements, procedural
steps, the process and risks associated with
making changes to instructions are described
in a brochure that can be obtained by share-
holders from their depositary bank and can
be downloaded from the Internet from
WWw.rwe.com. |

Shares must be deposited within the appro-
priate deadline according to the aforemen-
tioned provisions even when a proxy nomi-
nated by the company is chosen for the
exercise of voting rights. All allowable forms
of attendance and proxy, including atten-
dance in person, attendance by proxy, atten-
dance by name through a bank or a share-
holders’ association shall remain unaffected
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by this option of exercising voting rights and
shall remain possible without limitation.
Essen, March 2, 2004

Sincerely yours,

RWE Aktiengesellschaft
The Executive Board

The invitation to the Annual General meeting
was published in the electronic version of

the Bundesanzeiger (German Federal

Gazette) of March 2, 2004. The invitation and
documents made available on convocation of
the Annual General Meeting are also avail-
able on the Web at www.rwe.com.
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RWE Aktiengesellschaft

~ Opemplatz 1

45128 Essen

Germany

T +49 (0)201/12-00

F +49 (0) 201/12-15199
T www.rwe.com
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File No. 82-4018
RWE Aktiengesellschaft, Essen
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on attendance and proxy voting for the
Annual General Meeting of
RWE Aktiengesellschaft on April 15, 2004
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Welcoming statement

1. Attendance in person or by an
authorized person of your choice

2. Giving proxies authorization and
instructions via the Internet

Giving authorization and instructions
via the Internet

Revoking authorizations and changing
instructions via the Internet

3. Giving proxies authorizations and
instructions in writing

-4, Countermotions
5. AGM webcast
6. Technical information

In a nutshell
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Dear Shareholders,

This brochure is designed to describe the
options of attending the Annual General
Meeting, proxy voting and the live webcast.
An admission ticket is required for all
options of attending the meeting and proxy
voting (see items 1 to 3 on the following
pages). Please order the ticket from your
depositary bank for each of your custodian
accounts. Your depositary bank will send you
the appropriate form. This will ensure that
your shares are deposited properly. The
shares must be deposited by the April 8,
2004 deadline. Failure to meet the deadiine
will prohibit you from exercising your voting
rights. To ensure that you receive an admis-
sion ticket in time for the AGM, we recom-
mend that you submit your ticket order to
your depositary bank as early as possible.
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Attendance in person or
by an authorized person

of your choice

If you wish to attend the Annual General
Meeting in person or by proxy, please make
sure that you or your proxy submit the admis-
sion ticket sent to you by your depositary
bank—if appropriate, together with the com-
pleted and signed “proxy” form (marked with
an [A] on the back of the admission ticket)—
at any of the registration counters in the
foyer of the Grugahalle. In return, you or
your proxy will receive a carnet of voting bal-
lots.

If you wish to leave the Annual General
Meeting early, you can arrange to be repre-
sented by a voting proxy nominated by the

~company. All you need to do is hand in your |

voting ballot carnet to one of the counters
marked for “proxy voting” in the foyer or at
the exit. Our staff will be happy to explain
further steps to you. You may also make use
of this option if you want to stay at the
Annual General Meeting, but would prefer to
be represented by someone else during the
votes.
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by RWE AG authorization
and instructions via the
nternet

If you do not wish to attend the Annual Gen-
eral Meeting in person and have not autho=
rized a third person to act on your behalf,
you can arrange to be represented by a vot-
ing proxy appointed by the company and
give the proxy authorization and instructions
via the Internet. This also absolutely requires
you to have an admission ticket, which you

can order from your depositary bank. On re-

ceipt of the admission ticket, you can use the
Web-based authorization and instruction sys-
tem, which will become available at 8:00 a.m. -
on March 26, 2004. You may not use it
before then.

Giving authorization and instructions via
the Internet

You can access the system via the company’s
website at www.rwe.com. Follow the link
“Annual General Meeting of RWE AG on April
15, 2004.” You will then be forwarded to the
Web-based authorization and instruction sys-
tem. To register, you must enter your five-
digit admission ticket number along with the
adjacent check digit.

Admission Ticket No./
Check Digit: D
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To continue, click REGISTER.

Enter the information requested on the
online form in the appropriate boxes exactly
as it appears on your admission ticket. Even
if your name or city is spelled incorrectly on
the admission ticket, enter this information
exactly as it appears on your admission tick-
et. Please make sure that you do not enter
your title (Mr., Ms., Dr., etc.) or any other
part of your name (II1., Jr., etc.) in the “First
name” or “Last name” fields. Once you have
verified your data, click REGISTER.

Now you will receive a personal eight-digit
access code, which we recommend you write
down or print out. You will need this access
code and your admission ticket number

along with your check digit to log back on

to the system in the future. Once you have
completed this step, click CONTINUE.

Once you have confirmed that you have
acknowledged the legal information and dis-
claimer, you are ready to give authorization
and instructions. Please give instructions for
each item listed for voting on the agenda.
Click on YES or NO. If you wish to abstain on
an agenda item, leave the fields empty. Then
click on CONFIRM INSTRUCTIONS. This will
take you to a verification screen. If your
instructions appear correctly, please click on
ISSUE AUTHORIZATION AND INSTRUC-
TIONS. If you wish to alter them, click on
MODIFY AUTHORIZATION. Once you have
given the authorization and instructions, you
will receive a confirmation that can be print-
ed for your records.
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The electronic authorization and instructions
must be transmitted before the beginning
of the voting procedures on the day of the
Annual General Meeting for them to be con-
sidered. Voting begins depending on the
course of events at the AGM. Therefore, the
commencement of voting cannot be accu-
rately determined in advance. The Chairman
of the AGM determines the timing. We thus
recommend that you make your arrange-
ments as early as possible and follow the
AGM's live webcast.

Revoking authorizations and changing
instructions via the Internet

In principle, you can revoke authorizations
given via the Internet and change your
instructions. To log back in to the authoriza-
tion and instruction system, you need the
number on your admission ticket, the check
digit, and your personal access code. Revoca-
tions and changes must also be transmitted
before the beginning of the voting proce-
dures on the day of the AGM in order to be
considered.

You are always free to attend the AGM in per-
son using your admission ticket or authorize
a proxy to exercise your voting rights as
described under item 1. Should you or a per-
son authorized by you attend the AGM, the
authorization and instructions previously
given via the Internet become null and void.
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3. Giving proxies appointed
ho

If you do not have an Internet connection
and would like to be represented by a voting
proxy appointed by the company, you can
give authorization and instructions in writ-
ing. This can be done by completing the
form on the lower section of the back of your
admission ticket with the heading “Autho-
rization given to voting proxies appointed by
RWE AG” (marked with an[E] in the upper
right-hand corner). Voting proxies can only
make use of your authorization if you give
them instructions on how to exercise your
voting rights and sign the authorization with
a valid signature. Voting proxies are obligat-
ed to vote on agenda items according to
your instructions.

Please send your original admission ticket
along with the original signed | E| authoriza-
tion and instructions for exercising your vot-
ing rights to the address below so that they
arrive at RWE by April 13, 2004. Please note
that photocopies will not be accepted.

RWE Aktiengesellschaft
Kennwort: Stimmrechtsvertretung
(keyword: proxy voting)

45105 Essen, Germany
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Authorizations and instructions received
after this deadline will not be considered.
Please note that mail delivery times are
beyond our control.

£,
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Sharehol

countermotions

(D

Motions and electoral proposals filed by
shareholders that are subject to announce-
ment in accordance with Sec. 125 et seqq. of
the German Stock Corporation Act will be
published on the Internet at www.rwe.com.
If you wish to go along with such countermo-
tions against draft resolutions by company
management, please cast a "no” vote on the
agenda items to which the countermotions
refer. Separate votes are held on countermo-
tions only if the draft management resolu-
tion fails to draw the required majority vote.
If you want to make sure that your voting
right is also exercised in these extended vot-
ing procedures, you must either attend the
AGM in person or arrange to be represented
by an authorized person of your choice (see
item 1). Therefore, you cannot participate in
these voting procedures if you have given
authorization and instructions via the Inter-
net (see item 2) or in writing (see item 3).
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AGM webcast

The April 15, 2004 AGM will be broadcast

tive on the Internet. You can access the web-

cast from the company’s homepage at
www.rwe.com. Follow the link “Annual Gen-
eral Meeting of RWE AG on April 15, 2004.”
This will forward you to the webcast. Viewing
the AGM via the Internet requires one of the
following streaming players: Real Player®
(version G2 or newer) or MS Media Player®

" (version 6.4 or newer).
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Use of the Internet-based authorization and
instruction system requires one of the follow-
ing operating systems: Microsoft® Windows
95, 98, ME, NT 4.0 or XP. You must also have
Internet access and a browser installed. The
system is optimized for Microsoft® Internet
Explorer® (version 4.5 or newer). In addition,
the following browser settings must be acti-
vated: “Java Script,” “Style Sheets” (default)
and “Use SSL.”

The connection is established using 128 bit
SSL encryption, which means that your
browser must provide support for SSL
encryption. SSL encryption is a standard fea-
ture in Microsoft® Internet Explorer® Version
5.5 SP 2. Earlier versions (4.5-5.5) may not
support SSL encryption by default. However,
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they can be upgraded by downloading a
“high encryption pack” from
http://www.microsoft.com/windows/ie_intl/
de/download/128bit/highenc.asp.

We have set up a toll-free hotline and an
AGM service mailbox for any questions you
may have:

Hotline
Germany: 0800-1016146

~ outside Germany: +49-8138-930660

The hotlines are open daily from 8:00 a.m. to
10:00 p.m. starting on March 26, 2004.

Service mailbox: hv2004 @ rwe.com

Technical and organizational measures taken
by RWE AG to ensure system performance
comply with generally accepted standards.
However, the Internet-based proxy voting
system may experience technical malfunction
despite the precautionary measures taken.
This may prevent authorizations, revocations,
instructions and changes to instructions from
being transmitted punctually, completely, or
at all. RWE AG cannot be held liable for such
events. Furthermore, RWE AG cannot be held

“liable for any errors committed by service pro-

viders involved in processing such transac-
tions or for network, hardware, or software
defects. In addition, RWE AG cannot be held
liable for the performance, availability or un-

“interrupted operability of the telecommuni-

cations network or Internet service, nor can
the company assume responsibility for com-
pliance with standard mail delivery times.




RWE Aktiengeselischaft, Essen

Should any tampering with the Internet-
based voting proxy system be detected
despite the security precautions, we reserve
the right to discontinue proceedings without
advance notice to ensure the voting process
is conducted properly.

Essen, March 2004
Sincerely yours,

RWE Aktiengesellschaft




RWE Aktiengesellschaft, Essen

. Order your admission ticket from your
depositary bank by April 8, 2004
(or sooner, if possible).

. Authorizations and instructions can be
given via the Internet at www.rwe.com.

Authorizations and instructions can be
given until April 15, 2004, before the
voting procedures commence.

. Authorizations and instructions in writing
must be received by RWE on or before
April 13, 2004 (the date of receipt by
RWE is decisive).

. AGM live webcast at www.rwe.com starts
at 10:00 a.m. on April 15, 2004.




RWE

RWE Aktiengesellschaft
Opernplatz 1

45128 Essen

Germany

T +49 (0) 201/12-00

F +49 (0)201/12-15199
I www.rwe.com




File No. 82-4018

RWE

Aktiengesellschaft
Essen, Germany

Counter-motions of Mr. Eduard Bernhard, Kleinostheim, March 31, 2004
Re agenda item 2: Appropriation of distributable profit

The motion proposes that the distributable profit in the amount of € 703,099,758 be reduced
by approximately 20% (= approximately € 140 million), which should then be applied for
electricity generation using renewable sources of energy, i.e. solar, wind, etc., for the
-construction of highly environmentally-friendly combined cycle power plants (CCGT) and for
further development of energy conservation techniques, with the resulting increase in
employment. Endeavors of this sort are, as is known, supported financially by EEC law to a
‘great degree.

B Re agenda item 3: Approval of the Acts of the Executive Board for fiscal 2003

... The motich proposes to refuse discharge of the Executive Board on the grounds of
—--— - - insufficient activities and information:

. a) Failure to press ahead with the withdrawal from nuclear energy despite the near
disaster in Harrisburg (USA), the catastrophe on April 26, 1986, i.e. 18 years ago, in
Chernobyl (Russia), and the lack of a final repository for highly radioactive nuclear
waste.

-b) - - Failure to provide information regarding which nuclear power plants are covered by a
no-fly zone and regarding security measures (cf. the terrorist attack in the United States
on September 11, 2001) to prevent airborne or land-based terrorist attacks! Has the
discussed s moke s creen e quipment for the nuclear p ower plants to help preventan
airborne attack been commissioned or already installed? Or has RWE made any other
proposals to the Federal Minister of the Environment, Mr. J. Trittin, regarding other
security measures? If so, what was the content of such?




c)

Insufficient material and personnel consequences for years of serial malfunctions,
some of which were serious in nature, at units A and B at the Biblis Nuclear Power
Plant as well as failure to shut down unit A on the grounds that there is no emergency
control center and deficient design of the containment at unit A to just 3% and at unit B
to 20% against the crash of a Phantom jet at high speed. Scandalous security
shortcomings in the emergency cooling system at unit A in the power plant, which is the
case since construction (i.e. for more than 25 years) and was not noticed by any
responsible parties from TUV/RWE in the course of innumerable inspections! Why has
this been allowed to go without consequences for the operational management at Biblis
and the responsible parties on the RWE Executive Board?

~ In light of the above, this motion proposes the compilation and publication of

e)

dy

documentation covering. all malfunctions, operational errors and other safety-related
incidents that have occurred in the last 10 years, together with the technical and
personnel measures taken in response.

~ Why has the Land of Baden-Wiirttemberg together with the cities of Ludwigshafen and

Mannheim been excluded from RWE’s Emergency Procedures Brochure on the Biblis
Nuclear Power Plant, despite the fact that they are in the immediate zone of impact of
25 kilometers?

Provision of no information or incomplete information on the dismantling and disposal
‘status of the 15 MW nuclear power plant in Karlstein/Bavaria: E.g. prospective date of
completion of dismantling operations, waste volumes generated and forecast, broken
down by low, moderate and highly radioactive waste, including indication of the
nuclides involved. What types and amount of nuclear waste materials are stored at the
Karlstein site as of December 31, 2003, and what types and amounts of nuclear waste
materials are expected to be generated through to the end of the dismantling process?
How many million euros in expenses will be incurred (projectibn) through to the end of
the dismantling process and final release of the site and what reserves are reported in
the balance sheet for these items?

Has the health of any of nuclear power plant employees been damaged or have any
employees suffered occupational disability? s any reievant litigation in process? Was it
necessary at any point to remove employees from the control area because the life-
time radiation dose of 40 rem had been reached?




3

>f) Lack of or incomplete information regarding the decommissioning and disposal

activities related to the closed-down RWE subsidiary “NUKEM-Brennelementefabrik

Hanau”.

The following information has not been provided:

- Prospective end date of dismantling and final release

- Prospective volumes of radioactive waste, broken down by nuclide and planned
method of disposal

- Is it true that radioactive materials are being processed in the nuclear
reprocessing facility at Karlsruhe? If so, where are such materials stored and what
are the relevant volumes?

- What expenses have been incurred and are projected for the dismantling
process?

A statutory review of the volumes of uranium which have been received, been

processed and are still registered in the inventories is mandatory for the NUKEM plant

in Hanau. To the best of our knowledge, no information has been provided on any

discrepancies or missing amounts. |

Accordingly, | hereby request documentation covering the last 10 years.

Re agenda item 4: Approval of the Acts of the Supervisory Board for fiscal 2003

The motion proposes to refuse discharge on the following grounds:

- insufficient monitoring and appropriate intervention in the activities of the Executive
Board in respect of the further pursuit of nuclear power operations, despite the
enormous risks involved, inadequate disposal options for nuclear waste and neglect of
alternative, i.e. environmentally-friendly power generation opportunities.

- Condoning that the Executive Board increased electricity prices on the grounds of an
alleged increase in own costs and complicity with the Executive Board in almost
completely scuttling the instrument “Emissions trading for CO, reduction” proposed by
the Minister of the Environment Mr. Trittin as per the Kyoto Protocol, e.g. by using
massive newspaper ads in protest, while at the same time approving the Executive
Board’s plans for acquisitions of new companies in England for billions and billions of
euros before the end of the year. Truly a contradiction indeed!
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o , RWE

Aktiengesellschaft
Essen, Germany

Counter-motion of Mr. Jos Ruland, Hasselt, Belgium, March 31, 2004

Re agenda item 3:  Approval of the Acts of the Executive Board; and
Re agenda item 4.  Approval of the Acts of the Supervisory Board for fiscal 2003

As a private shareholder residing in Belgium, | am aware that Rheinbraun Benelux (RWE
branch in B-9160 Lokeren) has an excellent position on the household coal market in
Belgium. Nevertheless, due to the development of competition on the market, this company
saw a decline in its results.

In analyzing this situation, | was quite surprised to find that the reason for this decline was
the company’s main competitor, which is none other than its fellow RWE company SSM Coal
Belgien (RWE branch in B-2630 Aartselaar). Up to now this company has played a rather
minor role on the Belgian household coal market, but was deeply involved in industrial

supplies, although also suffering from decline in its results.

It is hard enough to accept that income on invested capital is influenced by competition on
the market, but it is even more difficult to understand when it is the case that the party mainly
responsible for this decline in profitability belongs to the very same Group, i.e. RWE. Would it
not be more befitting to work together towards a constructive specialization, as is the case in
S . Germany where Rheinbraun is highly successful in supplying'its products to the household
) market (Union briquettes, etc.) and SSM focuses on supplying industrial operations? Could

~ . —___ one.not also take advantage of international synergies to the benefit of all parties involved in

- —w__this specialized market?

This attempt to obtain control over the Belgian market attests to an unfortunate lack of
circumspection by the local management of SSM Coal Belgien and has brought little profit for
both of these RWE subsidiaries. Accordingly, measures should be taken to better preserve

RWE'’s sources of income and, in turn, the income achieved on the capital we have invested



’.

File No. 82-4018

RWE

Aktiengesellschaft
Essen, Germany

Counter-motion of Mr. Gerhard Bernléhr, Mégglingen, March 31, 2004

Re agenda item 6: Amendment to Sec. 12, Para. (4) of the Articles of Incorporation
through the addition of a new Sentence 2

_I» kHer'eb‘y object to the supplementation of the reimbursement of expenses provided to the

Members of the Supervisory Board by a lump-sum compensation of €500.00, if no specific
relevant documentation is provided for the expenses incurred.

Grounds:

The remuneration of Members ofthve S upervisdry Board is high enough that | can rightly
expect from each and every one of these Members that they are deeply committed to the
company. Such a commitment includes proper substantiation of expenses with the relevant

__documentation. They should by no means contribute to policies which support

disorganization and laziness. | furthermore find the amount of €500 to be far too high,
especially in light of the fact that there are many pensioners and others who have to subsist
on that amount for an entire month.




File No. 82-4018

RWE

Aktiengeselischaft
Essen, Germany

Counter-motion of Mr. Helmut Glihmann, Leer, March 29, 2004:

Re agenda item 3:  Approval of the Acts of the Executive Board; and
Re agenda item 4:  Approval of the Acts of the Supervisory Board for fiscal 2003
' Our stock- corporation still has common shares and preferred shares. Other major

~_corporations have Iong”sincé abandoned this practice.

| hereby move that the Executive Board and the Supervisory Board resolve to merge
common and preferred shares, at the expense of the company. The prices of these two types
of shares are presently quite close to each other. The company should put an end to this
division into two classes of shares. One could, for example, use the current preferred shares
to cover part of the cost of conversion by paying no dividend for such shares in 2004.




File No. 82-4018

RWE
Aktiengeselischaft

Essen

Counter-motion of Mr. Thorsten Kosfeld, Warstein, March 31, 2004

___Re agenda item 5: Appointment of the auditors for fiscal 2004

| do not agree to the proposal of the Super\}isory Board to appoint PwC Deutsche
Revision AG as auditors for fiscal 2004,

| submit the counter-motion that

BDO Deutsche Warentreuhand AG
Wirtschaftsprufungsgeselischaft
Zweigertstrale 37 - 41

45130 Essen

Germany

be appointed auditors for fiscal 2004 in order to bring about a change of the auditing

company!
Grounds:
A cooperation over several years with one auditing company leads to personal relations

. between empioyees and auditors impeding the audit's objectivity. Therefore, the auditing

company should be changed in regular intervals.
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RWE

Aktiengesellschaft
Essen

Counter-motions of Mr. Rainer Gieselmann, Mdnchengladbach, March 26, 2004

Re agenda item 2; Appropriation of distributable profit

I do not agree to the proposal of the Executive Board and the Supervisory Board for the
appropriation of distributable profit to pay out an amount of € 1.25 as dividend per individual

share.

I move to limit the dividend payout to € 1.10 per individual share and to use part of the
distributable profit to safeguard jobs in the RWE Group.

" Reason:

Employers, shareholders and companies have to return to the social market economy. It is
their duty to create jobs and not to destroy them e.g. by early retirement schemes. It is
unacceptable that Executive Board members, Supervisory Board members, and

shareholders increase their wealth unilaterally from the profits.
Re agenda item 6: Amendment to Sec. 12, Para. (4) of the Articles of Incorporation through
the addition of a new sentence 2.

I do not agree to the proposal and move fo limit the reimbursement of out-of-pocket
expenses to € 300.00. '

In addition, the submission of itemized invoices to substantiate out-of-pocket expenses is to
be made mandatory.
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RWE

Aktiengesellschaft
Essen

Comments of the Executive Board in response to the counter-motions:

The recommended dividend makes the RWE share more attractive to shareholders and the
capital market. Dividend growth and enhanced competitiveness will remain vital for RWE in
the future. Reviewing all the options for cost reductions is an ongoing management task.
~ Wherever staff costs can be cut, this will be done in a socially-cushioned way. In this
manner, RWE keeps the necéssary balance between safeguarding competitiveness and job
security.

In previous years, RWE had already successfully offered its shareholders to buy back and
convert preferred shares. However, some of our shareholders have deliberately chosen to
acquire preferred s hares to participate in RWE especially because of the higher dividend
yield. There is no need to convert the preferred shares into common shares. Nor Would it be
appropriate to convert the shares free of charge because the preferred shares were always
issued at lower prices than' the common shares. It would virtually be impossible to
compensate for this by the preference shareholders renouncing their dividend because this

would require the individual approval of all preference shareholders.

It is correct that SSM Coal and Rheinbraun Benelux are two Group companies operating in
the Belgian coal market. However, the focus of SSM Coal is on the industrial business, while
Rheinbraun Benelux predominantly serves the residential coal market. Both companies
coordinate their activities in this respect.

A lot of the objections put forth by Mr. Bernhard were already addressed at Annual General
Meetings in recent years. We cannot subscribe to them today either. RWE has long since
relied in its power generation activities on a balanced mix of primary energies. Highest safety
“sta—hcvia.l"ds are ensured for the peaceful use of nuclear energy. The fact that no detailed
information is provided about the type and scope of these precautions is part of the safety
concept. Units A and B of Biblis nuclear power plant are aiso constantly reviewed from a

____technical perspective in order to ensure safe and responsible operation. The emergency

" brochure available on the internet has been properly distributed. The experimental nuclear -




power plant at Kahl (Karlstein) and the fuel assembly manufacturing facility of NUKEM at
Hanau are being demolished under Atomic Energy Law supervision. Precautions have been
taken for the interim storage of radioactive waste. Adequate provisions have been made.

RWE has played an active part in the discussion about the implementation of emissions
trading. In this context, we have made it clear that we welcome emissions trading on
brinciple as an action of climate protection, but that its regime must not put Germany at a
disadvantage as an economic and energy-industry location. There is no connection between
the increase of electricity prices and CO, trading, on the one hand, and the acquisitions of
recent years, on the other hand.

The Supervisory Board has submitted a proposal to the Annual General Meeting for the

election of the auditors. Recently, the German legislators significantly tightened the

requirements for ensuring the independence of auditors. The required independence is
already ensured by changing the auditor in charge periodically and by a number of additional
measures.

_As far as the reimbursement of expenses incurred by members of the Supervisory Board is

concerned, the Articles of Incorporation already provide for reimbursement against

__submission of itemized invoices to substantiate the expenses. The lump-sum reimbursement
serves to minimize the administrative expenses incurred by RWE through itemized

~ substantiation ofexpensés. The lump-sum is based on the ievel of expenses incurred by

members of the Supervisory Board and is in a standard range also found at other

-.companies.

We consider all counter-motions to be unfounded and will make additional comments at the
Annual General Meeting, if required.

Essen, April 2, 2004

RWE Aktiengeselischaft
The Executive Board



Newspaper advertisement as of April 16, 2004

Dividend Notice

Notification that the Annual General Meeting of April 15, 2004 has decided to
distribute a dividend of € 1.25 per ordinary and preference share.

File No. 82-4018
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File No. 82-4018

RECEIVE
Publication in the Federal Gazette as of May 28, 2004

.
No. 99 — Page 10 776 BT 214 A
: f‘k OF 1y

i ‘~ JP”QQ.&. (}LHFJ‘*' D#

£ Fin. 5 5
Annual General Meeting Resolution of April 15, 2004, on the Appropriation
of Distributable Profit

On April 15, 2004, the Annual General Meeting decided to appropriate
€703,006,250.00 of the €703,099,758.19 in distributable profit for fiscal 2003 to

. pay a.dividend of €1.25 per share on the dividend-entitled capital stock of
€1,439,756,800.00.

The €93,508.19 remaining after deducting the sum used for the dividend
payment will be carried forward.

&

RWE




Bundesanzeiger
Freitag, 28. Mai 2004
Nummer 99 — Seite 10 776

File No. 82-4018

Beschiluss der Hauptversammlung vom 15, April 2004
liber die Verwendung des Bilanzgewinns

Die Hanptversamumbung hal aoe 15, April 204 beschlnssen, ans dem Bilazgewinn fivr das Cesch
Jiahe 20000 5ar Vieshar vaons 200 000 250,090 45 csivur Uivichensie vou LG € jir Sturkn&tio ool das dividondand pe
enchligte Graodkapsital van 1439 756 500,00 € in Flihe von insgesant 703 006 200,00 € ausuaclnitten,
Ber naeh Abauy des e die Ausschatiung bnGtigien Buteags verbleibenda Kesthetrag von 83 500,10 €
wird aul neue Rechinung vargetragen, :
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File No. 82-4018

Publication in the ,Borsenzeitung’ as of Dec. 15, 2004 0
£l

[ )

TEFICE
Notification of shareholdings in RWE according to Securities Trading ¢{"

(WpHG-Meldung)

Notification of Minchner Rickversicherungs-Gesellschaft AG, Munich, that their
share in RWE's voting rights has come below the threshold of 5%. It is now 4.9%.
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RWE Aktiengesellschaft

Essen

Wertpapierkennnummern: 703 712
703714

Verdffentlichung gem. § 25 Abs. 1 Wertpapierhandelsgesetz (WpHG)

Die Minchener Rickversicherungs-Gesellschaft Aktiengesellschaft in Min-
chen mit Sitz in Miinchen hat uns gem. §§ 21 Abs. 1, 22 Abs. 1 Nr. 1 WpHG
mitgeleill, dass sie mit Wirkung ab dem 7. Dezember 2004 die Schwelle von
5% der Stimmrechte an der RWE Aktiengeselischaft unterschritten hat und
nunmehr Dber@@er Stimmrechte an der RWE Aktiengesellschaft ver-
fligt. Darin enthalten sind 3,5% der Stimmrechte, die ihr nach § 22 Abs. 1
Nr. 1 WpHG zuzurechnen: sind.

RWE Aktiengeselischaft
Der Vorstand
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Corporate calendar 2005

Annual report for fiscal 2004
- Press conference
- Analyst conference

Annual General Meeting

Ex-dividend date
Interim report for the first quarter of 2005

Interim report for the first half of 2005
- Press conference
- Analyst conference

Interim report for the first three quarters of 2005

02/24/2005

04/14/2005

04/15/2005
05/12/2005

08/11/2005

11/16/2005




" “come below the threshold of 5%. It is now 4.33%.

File No. 82-401

Publication in the ,Bérsenzeitung’ as of Jan. 19, 2005

Notification of shareholdings in RWE according to SecuritieSL-:’I*‘}:éi'\ At ER 1
(WpHG-Meldung) ‘ '

Notification of Allianz AG, Munich, that their share in RWE's voting rights has
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RWE

RWE Aktiengesellschaft
Essen
Wertpapierkennnummern: 703 712
703714
Verdffentlichung gem. § 25 Abs. 1 Wertpapierhandelsgesetz (WpHG)

Die Allianz Aktiengeselischaft mit Sitz in Munchen hat uns gem.
§§ 21 Abs. 1, 22 Abs. 1 Satz 1 Nr. 1 und Nr. 6 WpHG mitgeteilt, dass ihr
Stimmrechtsanteil an der RWE Aktiengesellschw 12, Januar 2005 die
Schwelle von 5% unterschritten hat und nun4,33% betrdgt. Davon sind
ihr 4,32% der Stimmrachte nach § 22 Abs. 1 Satz 1 Nummer 1 WpHG und
0.01% der Stimmrechte nach § 22 Abs. 1 Satz 1 Nr. 8 WpHG zuzurechnen.

RWE Aktiengesellschaft
Der Vorstand
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Statement of compliance in accordance with Sec. 161
of the German Stock Corporation Act

Following an orderly audit, the Executive and Supervisory Boards of RWE AG issued the follow-

ing declaration of compliance:

- “RWE Aktiengesellschaft complies with all of the recommendations of the German Government
Corporate Governance Code Commission issued in the July 4, 2003 version of the Code and has
complied with them since the issuance of the last declaration of compliance on February 24,
2004.”

Essen, February 22, 2005

RWE Aktiengesellschaft

On behalf of the Supervisory Board On behalf of the Executive Board

(Dr. Thomas R. Fischer) (Harry Roels) (Jan Zilius)
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Entsprechenserklérung geméat § 161 AktG

L’ Vorstand und Aufsichisrat der RWE AG geben nach pflichtgemafer Prufung die

folgende Entsprechenserkiarung ab:

LDie RWE Aktiengesellschaft entspricht  samtlichen Empfehlungen der
"Regierungskommission Deutscher Corporate Governance Kodex" in der am
4. Jull 2003 bekannt gemachten Fassung und entsprach diesen auch seit

Abgabe der letzien Entsprechenserklarung am 24. Februar 2004."
Essen, 22. Februar 2005
_RWE Aktiengesellschaft

Fir den Aufsichtsrat FUr den Vorstand

ory Wt v

(Dr. Thomas R. Fischer) (Harry Roels) (Jan Zilius)
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45128 Essen ‘ Invitation

Germany )

T +49 (0)201/12-00 : * to the Annual General Meeting of

F +49 (0)201/12-15199 RWE Aktiengeselischaft on April 14, 2005

I www.rwe.com




RWE Aktiengesellschaft, Essen

you must enter your five-digit admission tick-
et number along with the adjacent check
digit.

Admission Ticket No./

Check Digit i D

To continue, click REGISTER.

Enter the information requested on the
online form in the appropriate boxes exactly
as it appears on your admission ticket. Even
if your name or city is spefled incorrectly on
the admission ticket, enter this information
exactly as it appears on your admission tick-
et. Please make sure that you do not enter
your title (Mr., Ms., Dr., etc.) or any other
part of your name (I1I., Jr., etc.)in the “First
name” or “Last name” fields. Once you have
verified your data, click REGISTER.

Now you will receive a personal eight-digit
access code, which we recommend you write
down or print-out. You will need this access
code and your admission ticket number
along with your check digit to log back on
to the system in the future. Once you have
completed this step, click CONTINUE.

Once you have confirmed that you have
acknowledged the legal information and dis-
claimer, you are ready to give authorization
and instructions. Please give instructions for
each item listed for voting on the agenda.
Click on YES or NO. If you wish to abstain on
an agenda item, leave the fields empty. Then

e’
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click on CONFIRM INSTRUCTIONS. This will
take you to a verification screen. If your
instructions appear correctly, please click
on ISSUE AUTHORIZATION AND INSTRUC-
TIONS. If you wish to alter them, click on
MODIFY AUTHORIZATION. Once you have
given the authorization and instructions,
you will receive a confirmation that can be
printed for your records.

The electronic authorization and instructions
must be transmitted before the beginning
of the voting procedures on the day of
the Annual General Meeting for them to be
considered. Voting begins depending on the
course of events at the AGM. Therefore, the
commencement of voting cannot be accu-
rately determined in advance. The Chairman
of the AGM determines the timing. We thus
recommend that you make your arrange-
ments as early as possible and follow the
AGM’s live webcast.

Revoking authorizations and
changing instructions via the Internet

In principle, you can revoke authorizations
given via the Internet and change your
instructions. To log back in to the authoriza-
tion and instruction system, you need the
number on your admission ticket, the check
digit, and your personal access code. Revoca-
tions and changes must also be transmitted
before the beginning of the voting proce-
dures on the day of the AGM in order to be
considered.
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1. Attendance in person or
by an authorized person

of your choice

If you wish to attend the Annual General
Meeting in person or by proxy, please make
sure that you or your proxy submit the admis-
sion ticket'sent to you by your depositary
bank—if appropriate, together with the
compieted and signed “proxy” form (marked
with an on the back of the admission tick-
et)—at any of the registration counters in the
foyer of the Grugahalle. In return, you or
your proxy will receive a carnet of voting
ballots.

If you wish to leave the Annual General
Meeting early, you can arrange to be repre-
sented by a voting proxy nominated by the
company. All you need to do is hand in your
voting ballot carnet to one of the counters
marked for "proxy voting” in the foyer or at
the exit. Our staff will be-happy to explain
further steps to you. You may also make use
of this option if you want to stay at the
Annual General Meeting, but wouid prefer to
be represented by someone else during the
votes.

s

g

s
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Please send your admission ticket along

with the signed |B] authorization and instruc-
tions for exercising your voting rights to the
address below so that they arrive at RWE
by April 12, 2005. The date of receipt is
decisive,

RWE Aktiengesellschaft
Kennwort: Stimmrechtsvertretung
(keyword: proxy voting)

45103 Essen, Germany

Authorizations and instructions received after
this deadline will not be considered. Please
note that mail delivery times are beyond our
control.

Shareholder

countermotions

Motions and electoral proposals filed by
shareholders that are subject to announce-
ment in accordance with Sec. 125 et seqq.
of the German Stock Corporation Act will be
published on the Internet at www.rwe.com.
Countermotions will be voted on separately
only if a management decision proposal does
not receive the required majority vote. If you
want to make sure that your voting right is
also exercised in these extended voting pro-
cedures, you must either attend the AGM in
person or arrange to be represented by an

B e——— |
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The connection is established using

128 bit SSL encryption, which means that
your browser must provide support for SSL
encryption. SSL encryption is a standard fea-
ture in Microsoft® Internet Explorer® Version
5.5 SP 2. Earlier versions (4.5-5.5) may not
support SSL encryption by default.

We have set up a toll-free hotline and an
AGM service mailbox for any gquestions you
may have:

Hotline
Germany: 0800 1016146
Outside Germany: 00800 10161460

The hotlines are open daily from 8:00 a.m. to
10:00 p.m. starting on March 24, 2005.

Service mailbox: hv2005 @rwe.com

Technical and organizational measures taken
by RWE AG to ensure system performance
comply with generally accepted standards.
However, the Internet-based proxy voting
system may experience technical malfunction
despite the precautionary measures taken.
This may prevent authorizations, revocations,
instructions and changes to instructions from
being transmitted punctually, completely, or
at all. RWE AG cannot be held liable for such
events. Furthermore, RWE AG cannot be held
liable for any errors committed by service
providers involved in processing such trans-
actions or for network, hardware, or software
defects. In addition, RWE AG cannot be held
liable for the performance, availability or

‘—-—
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In a nutshell:

L 1. Order your admission ticket from your
depositary bank by April 7, 2005
# (or sooner, if possible).

2. Autharizations and instructions can be
given via the Internet at www.rwe.com.

Authorizations and instructions can be
given until April 14, 2005, before the
voting procedures commence.

T T e . 3. Authorizations and instructions in writing
‘ must be received by RWE on or before
April 12, 2005 (the date of receipt by
RWE is decisive).

4. The AGM live webcast at www.rwe.com
starts at 10:00 a.m. on April 14, 2005.

P
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In addition, treasury stock is to be made
available for floating on foreign stock
exchanges. This gives the company the
opportunity to expand its foreign sharehold-
er base if necessary. The company competes
on an international level and must appeal to
investors from around the world. Foreign
investors can be attracted more easily if they
can invest on their countries’ own stock
exchanges.

Furthermore, the company seeks to be
allowed to offer treasury stock as compensa-
tion in the event of a merger or the acquisi-
tion of a company or of a stake in a compa-
ny. Treasury stock is an important acquisi-
tion currency. It can represent an attractive
financing option for the company. Sellers
often ask for treasury stock as compensation.
If given the corresponding authorization,
the company will be able to rapidly and flex-
ibly complete acquisitions paid for in shares
either in full or in part. Most importantly,

it will be able to do so without seeking
approval from the Annual General Meeting,
which is often impossibie due to time con-
straints. Moreover, the use of treasury stock
as acquisition currency benefits existing
shareholders in that their voting rights are
not diluted compared to the situation before
the company bought back its own shares. At
present, their are no plans to make acquisi-
tions in exchange for treasury stock.

B 10
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The Executive Board will report on the
exercise of this authorization at the Annual
General Meeting following the transaction.

Amendment to Section 14, Paragraph 2 of
the Articles of Association (Convocation of
the Annual General Meeting)} and to Section
15 of the Articles of Association (Atten-
dance of the Annual General Meeting)

The Corporate Integrity and Modernization
of the Right of Avoidance (UMAG) Bill envi-
sions, among other things, an amendment
to the statutory regulations governing the
right of shareholders to attend annual gener-
al meetings. The proposed amendment cen-
ters on the abolition of the requirement to
deposit shares prior to the annual general
meeting. Once UMAG enters into force, the
legitimacy of a shareholder can be estab-
lished if proof of their shareholding is fur-
nished by the financial institution which
manages their securities account (commercial
bank or financial institution). Such proof must
relate to a cut-off date, which is referred to
as a record date. The new regulation will also
allow the articles of association to require
shareholders to register prior to the annual
general meeting. UMAG also includes provi-
sions dedicated to the calculation of dead-
lines, including the deadline for the convoca-
tion of the annual general meeting.
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B3

a) The company is authorized to buy back
up to 10 % of its capital stock in shares of
any kind until October 13, 2006. If the
acquisition is made on the stock exchange,
the price per share paid by the company
(excluding ancillary purchase costs) may not
deviate by more than ten percent from the
arithmetic mean of the type of share in ques-
tion on the Xetra trading system (or on a sys-
tem replacing the Xetra system with compa-
rable functionality) on the Frankfurt Stock
Exchange on the last three stock-market trad-
ing days prior to the purchase. If the acquisi-
tion is arranged as a public purchase offer,
the price per share offered and paid by the
company may not deviate by more than 20%
from the arithmetic mean of the closing bid-
ding price of the type of share in guestion on
the Xetra trading system (or on a system
replacing the Xetra system with comparable
functionality) on the Frankfurt Stock
Exchange on the last three stock-market trad-
ing days prior to the publication of the offer.

b} Pursuant to Item a), the Executive Board is
authorized to call purchased shares without
further approval from the Annual General
Meeting.

¢) Furthermore, the Executive Board is
authorized to float common shares (1) pur-
chased in accordance with Sub-item a) on
foreign stock exchanges on which they have
not been listed so far, or (2) to transfer these
shares to third parties in connection with
mergers or acquisitions of companies or of
stakes in companies. Shareholder subscrip-

RWE Aktiengesellschaft, Essen

Section 15
Attendance of the Annual General Meeting

(1) Shareholders intending to attend the
Annual General Meeting or exercise their vot-
ing rights must register prior to the Annual
General Meeting. Registration must be in
writing, either in German or in English.

(2) Furthermore, shareholders must

provide proof of their entitlement to attend
the Annual General Meeting or to exercise
their voting rights. To meet this requirement,
proof of the shareholder’s shareholding
must be furnished in writing by the commer-
cial bank or financial institution which man-
ages the shareholder's securities account.
Such proof must be provided in writing in
German or English,

(3) The company may also admit sharehold-
ers to the Annual General Meeting via elec-
tronic or other means, as long as this is legal-
ly permissible.

The Executive Board is instructed to apply
for the entry of the aforementioned amend-
ments to the Articles of Association into the
commercial register only once UMAG has
entered into force, including the provisions
stated in the introductory portion of this
agenda item governing the entitlement of
shareholders to attend annual general meet-
ings and the calculation of the deadiine for
convocation.

13 B
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6v Supervisory Board by-elections

Dr. h.c. Friedel Neuber passed away on
October 23, 2004. Mr. Burkhard Drescher
resigned from the Supervisory Board as of
the end of the day on December 31, 2004,
On November 9, 2004, the Disseldorf Dis-
trict Court appointed Dr. Thomas R. Fischer
successor to Or. h. ¢. Friedel Neuber on the
Supervisory Board, and on January 4, 2004,
it appointed Ms. Dagmar Mithienfeld succes-
sor to Mr. Burkhard Drescher, both as ordi-
nary members of the Supervisory Board in

“accordance with Section 104, Paragraph 1
and Paragraph 3, Item 2 of the German
Stock Corporation Act (AktG).

Pursuant to Section 96, Paragraph 1 of the
German Stock Corporation Act (AktC) and
Section 7, Paragraph 1, Item 3 of the German
Co-Determination Act (MitBestG), the Super-
visory Board comprises ten members elected
by the Annual General Meeting and another
ten members elected by employees. The
Annual General Meeting is not obliged to
accept proposed candidates.

The court appointments of

Dr. Thomas R. Fischer and Ms. Dagmar
T Mihlenfeld-as-ordinary-members of the

Supervisdry Board is to be replaced by an

election catried held the Annual General

Meeting. -

The Supervisory Board proposes that:

- Dr. Thomas R. Fischer, Berlin, Chairman of
the Managing Board of WestLB AG, and

RWE Aktiengesellschaft, Essen

Annual General Meeting, individual items on
the agenda, or individual speakers either at
the beginning of, or during, the Annual Gen-
eral Meeting.

The Executive Board is instructed to apply
for the entry of the aforementioned amend-
ments to the Articles of Association into the
commercial register only once UMAG has
entered into force, including the provisions
stated in the introductory portion of this
agenda item governing the limitation of
time allotted to shareholders to pose gues-
tions or give responses.

Shareholder motions

Pursuant to Section 125 et seqq. of the
German Stock Corporation Act (AktG), the
Executive Board is obligated to publish
motions filed by shareholders only if peti-
tioners provide proof of their capacity as
shareholders in a timely manner. All share-
holder motions must be submitted to:

RWE Aktiengesellschaft
Organisationseinheit
Recht/Organangelegenheiten Konzern
Opermnplatz 1

45128 Essen

Germany

{Fax: +49 (0) 201-12-15743)

ar per e-mail to:
hv2005.gegenantraege @ rwe.cam

|
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Agenda

..ﬁ.. Presentation of the approved Financial
Statements of RWE Aktiengesellschaft
and the Group for the financial year ended
December 31, 2004 with the combined
Review of Operations of RWE Aktienge-
sellschaft and the Group, the proposal for
the appropriation of distributable profit,
and the Supervisory Board Report for
fiscal 2004

The aforementioned documents have

been made available on the Internet at
www.rwe.com and.in the offices of RWE
Aktiengesellschaft corporate headquarters,
which are focated on Opernplatz 1, 45128
Essen, Germany. Copies of these documents
will be furnished free of charge and immedi-
ately upon request from any shareholder.

25 Appropriation of distributable profit

The Executive Board and the Supervisory
Board propose that RWE Aktiengesellschaft's
distributable profit for fiscal 2004 be appro-
priated as follows:

Payment of a dividend of €1.50 per individ-
ual share certificate on the dividend-bearing
capital stock of

if

€1,439,756,800.00
Profit carryforward

€843,607,500.00
€90,564.82

i

.. . Distributable profit = €843,698,064.82

= 4

e
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The deposit can also be made by the

shares being held by another bank with the
approval and on behalf of one of the deposi-
taries and blocked until the end of the
Annual General Meeting.

In the event of a deposit with a German

notary or a collective security deposit bank,
the certificate of deposit must be submitted
to the company no later than April 8, 2005.

Once again, we are affording our sharehold-
ers the opportunity to be represented during
votes by a proxy nominated by the company.
This proxy must be given power of attorney
and instructions for the exercise of the vot-
ing rights. The proxy is obligated to vote in
accordance with the instructions received.

Powers of attorney and instructions on the
exercise of voting rights may be submitted
to the proxy nominated by the company, via
the Internet, or in writing using the appro-
priate forms. If using the Internet, powers
of attorney and instructions can even be
submitted during the Annual General
Meeting. Details of this procedure, including
binding deadlines, technical requirements,
procedural steps, the process, and risks asso-
ciated with making changes to instructions
are described in a brochure that can be
obtained by shareholders from their deposi-
tary bank and can be downloaded from the
Internet from www.rwe.com.
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Countermotians of Mr. Wilm Diedrich Mller, Neuenburg, March 2, 2005

Re agenda item 4: Approva!l of the Acts of the Supervisoty Board for fiscal 2004

! have hereby moved not to approve the Acts of the Supervisory Board of the aferementioned
company RWE AG

and would justify this motion by the fact that the same Supervisory Board did not prevent in
fiscal 2004 that the aforementioned company RWE as one shareholder among many other
sharehalders of the aforementioned company RWE DEA has expropriated the other
shareholders not commanding such an enarmous amount of votes for an irrelevant reason
so that these shareholders, who do not have to hold anything against themselves except for
having owned not enough shares, now may never receive a dividend again from the
aforementioned company.

Re agenda item-6: Supervisory Board by-elections
| have hereby moved to be elected to the Supervisory Board of the aforementioned company
and would justify this motion by the fact that | do not have such a relationship of personal

trust with the persons proposed by the management that | would use first names when
addressing these persons.

. «File No. 82-4018
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Countermotions of Dr. Andreas Heimig, Meerbusch, March 19, 2005

Re agenda item 2: Appropriation of distributable profit

| hereby object to the appropriation of distributable profit because the figures are not
sufficiently transparent and plausible. For instance, RWE AG did not disclose its costing
basis for the last gas and electricity price increase.

Re agenda item 3: Approval of the Acts of the Executive Board for fiscal 2004

| object to the approval of the acts of the Executive Board for fiscal 2004 because the
Executive Board members are responsible for an extreme increase of gas and electricity
prices. No proof has yet been furnished in terms of a costing basis for the need of this step,
unless the Company's striving for maximum profits is accepted as sole argument. The price
increases decided by the Executive Board of RWE are reducing the purchasing power of all
customers supplied by RWE, have a negative impact on the profitability of supplied
companies and directly undermine the economic power of the country through deferred

consumption of the population and profit shortfalls of companies.

Re agenda item 4: Approvai of the Acts of the Supervisory Board for fiscal 2004

I refuse to approve the acts of the Supervisory Board for fiscal 2004 to the extent that the

Board members are involved in the resolutions under item 1 and 3.

Re agenda item 6: Supervisory Board by-elections

| object to the Supervisory Board by-election because it is urgently required to strengthen the

interests of the small shareholders through the proposal of a representative from among this
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shareholder group to the Supervisory Board instead of Dr. T. R. Fischer or Ms. D.
Mihienfeld.

Re agenda item 7: Authorization to implement share buybacks

| cannot give authorization to buy back own shares; the funds earmarked for this purpose
should be invested in research, development and expansion of alternative non-fossil energy
sources. Profits which are the immediate result of implausible gas and electricity price
increases should be passed on as quickly as possible to the consumers in the form of price
reductions and not serve the buyback of own" shares. RWE has a great corporate
responsibility here for the supply security of the population and companies, which is not only

focussed on the availability of gas and electricity, but in particular on affordable prices for gas
and electricity. S ‘

Otherwise | recommend to pay out the profit earmarked for the buyback of own shares to the
shareholders.
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Countermotions of Mr. Egon Fels, Minster-Sarmsheim, March 27, 2005
Re agenda item 3: Approval of the Acts of the Executive Board for fiscal 2004

I submit the following motion to the Annual General Meeting of RWE AG:
The Annual General Meeting may resolve

to mandate the Executive Board to adopt the necessary Company regulations to make sure
that payments of RWE to politicians at federal, state and municipal level, which are made
without any corresponding service in return, are stopped immediately and cease in the
future. This regulation also has to include payments of RWE to municipal politicians, whose
local authority is a shareholder at the same time, for so-called Advisory Board expenses or

similar compensation.

Reasons:

The unjustified payments of RWE to politicians at all levels have resulted in a considerable
image loss of RWE, and continuing the present practices will significantly increase the
damage. The public at large is discussing with major grumbling the payments for so-called
Advisory Board activities of the Lord Mayors and County Presidents and is asking for their
justification. Quick action is urgently required here in the interest of the credibility of our
Corﬁpany.

File No. 82-4018
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Countermotions of Mr. Norbert Zingraf, Kerpen, March 27, 2005
Re agenda item 3: Approval of the Acts of the Executive Board for fiscal 2004
Re iTEM 3, not to approve the acts of the Executive Board members and to vote with "no"

Reasons:

The Executive Board has so far always evaded disclosing the Company's own consumption
of electricity and gas broken down by operation and payment in kind. The affair involving the
CDU potiticians Meyer and Arentz ohce again provides grounds for questions.

It is understandable that the affair led to the replacement of the Chief Executive Officer of
RWE Power Dr. Maichel. What is not understandable is that he has been succeeded by the
Labor Director Zilius of all people. Because if he knew about the "deal with prominent
personalities” he is the wrong man at RWE Power. If he knew nothing about it, he has to be
called into question as labor director! What also needs to be clarified is whether the payrolls
have now been "corrected".

Re agenda item 4: Approval of the Acts of the Supervisory Board for fiscal 2004
Re ITEM 4, not to approve the acts of the Supervisory Board members and to vote with “no”
Reasons:

The management decision Dr. Maichel / Zilius remains unclear. Capital expenditure
decisions for coal-fired power plants worth several billions at a level of debt still twice as high

File No. 82-4018




as the equity capital are unnecessary and risky in these times. Granting of subscription rights
through SOP and LTIP for Executive Board members and the management is unreasonable.
At the last annuai general meeting, value growth was put at €12 per subscription right,
benefiting a total of 1,139 persons, a value of approx. € 150 million! During the year under

review, this has even increased with the approval of the Supervisory Board.
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Countermotions of Mr. Eduard Bernhard, Kleinostheim, March 30, 2005

Re agenda item 2: Appropriation of distributable profit

Instead of full payout of approx. € 844 million, only about 50% distribution and use of the

remaining approx. 50 % = € 422 Euro in the alternative energy sector, such as solar, wind,

stc. Not only new and additiona! jobs could be created this way, but environmental poliution

could also be reduced. These energies are also subsidized by the legisiator.

Re agenda item-3: Approval of the Acts of the Executive Board for fiscal 2004

a)

b}

d)

Motion not to grant approval partly because of seriously wrong decisions and also for
Jack of information. E.g. despite the nuclear catastrophe of Chernoby! with thousands of
fatalities, the 19"™ anniversary is approaching on April 28, 2005, the near-miss of
"Three Miles Island” and the still unresolved atomic waste volumes/ultimate disposal
releasing lethal radiation, nuclear power continues to be operated with no consideration
for future generations.

Particularly serious is the fact, e.g., that the Biblis A nuciear power plant has no
separate emergency controi room.

Individual shareholders have no up-to-date and detailed information about the planned
demolition of the Miiheim-Karlich nuclear power plant, especially about the individual
dangerous stages and the whereabouts of medium- and high-level radioactive waste.
The same goes for the pubiic! )
The urgently required information outlined under c¢) for the Milheim nuclear power plant
is also missing for the demolition of the Kahl/Karlstein experimental nuclear power
ptant. There is no information either as to whether any employees and/or contractor
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staff have reached the legally permissible lifetime radiation dose and/or have become
unfit for work as a resutt.

e)  According to media reports (incl. Stiddeutsche Zeitung of 18.1.05) / "Public prosecutor
investigating against energy group/authorities'review 15 charges filed against RWE",
the public prosecutor at Dortmund has been investigating for at least two months.
Neither the Executive Board nor the Supervisory Board of RWE has provided any
information about this to the public and especially the shareholders! After all, RWE also
has an internal Group audit function and/or "risk management”!

Re agenda item 4: Approval of the Acts of the Supervisory Board for fiscal 2004

Motion nat to grant approval because of lack of oversight and/or supervision of the Executive
Board.
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Countermotions of Mr. Helmut Kohler, Ludwigsburg, March 30, 2005

Re agenda item 2: Appropriation of distributable profit

COUTERMOTION: "The appropriation proposal of the Executive Board and Supervisory
Board is n o t approved.”

Reasons:

The reported "distributable profit” of € 843 million has only been earned by operations. n
2004, RWE has again biatantly used resources of the national economy. Since the
Company's types of electricity production damage the public community at large, RWE has
taken coliectively owned resources of coal, natural gas and uranium with a value of € 126.5
billion from the respective national economies without paying for them. RWE has
impoverished the national economies by this value through the irreplaceable consumption of

non-renewable collectively owned resources.

For how long are the national economy, politicians and the population going to tolerate such
a kind of business management doing damage to the general public and involving wasteful
exploitation of the collectively owned resources of coal, natural gas and uranium without any
compensation paid for the value of resources? Paying out the "distributable profit" without
prior return to the damaged national economies is unjustified.

Re agenda item 3: Approval of the Acts of the Executive Board for fiscal 2004

CCOUNTERMOTION: "The acts of the Executive Board members are n o t approved.”

File No. 82-4018




Reasons:

RWE's Executive Board has relieved itself, together with the Supervisory Board, of an
inherited management burden. Early in 2005, they parted with the long-standing President of
Deutsches Atomforum, Dr." Gert Maichel, who in dual responsibility was Chief Executive
Officer at RWE POWER. The protagonist of the disastrous nuclear power generation publicly
raved and acted against renewable power generation aiso as Supervisory Board chairman of
our renewabie energy subsidiary Harpen AG.

However, the Executive Board continues to have almost all its electricity produced in a non-

sustainable manner damaging the public community at large and the environment:

- The atomic power plants of RWE also produce highly toxic nuclear waste releasing
long-term radiation. For terrorists, our atomic power plants are a welcome source of

weapons of mass destruction.

- The hard coal, lignite and natural gas-fired power plants of RWE consume irreplaceable
fossil energy resources for electricity production. The carbon dioxide arising as a
byproduct is released to the atmosphere where it destroys our climate.

- The large-scale power plants of RWE waste and leave unused over half of the precious
primary energy input. The enormous amounts of reject heat generated on the side do
not meet our heat requirements, but instead directly heat up the atmosphere to the

point of climate change.

In the last 20 years, the Executive Board has failed in every respect to change the course as
required:

- No determined change-over to renewable power generation.

- No distributed power generation near the points of heat consumption to use reject heat.
- No adequate power and network management.

The acts of the members of an Executive Board so neglectful of their duties and instead

being busy playing Group strategy games cannot be approved.

Re agenda item 4: Approval of the Acts of the Supervisery Board for fiscal 2004



COUNTERMOTION: "The Acts of the Supervisory Board members are n o t approved.”

Reasons:

The members of the Supervisory Board were not wiling or not able to dissuade the
Executive Board from operating the atomic power plants posing wide-ranging risks to the
public.

For instance, the Supervisory Board members allow the operation of atomic power plants
although they know very well from the Supervisory Board member Dr. Paul Achleitner of
ALLIANZ that no large insurance company provides insurance cover against the enormous
nuclear energy risks. At the 2004 Annual General Meeting of ALLIANZ, the potential total
loss incurred by a nuclear power accident was put at 1 billion, and the insurance premium
required on that basis at € 100 biliion per year. Just because of the insurance premium, RWE
would have to increase the price of each kWh of nuclear electricity by € 2.37. Since RWE is
enabled to "save" this money, nobody in the population or in the national economy will
receive compensation for the damage done to life, limb, property and homes in the event of

radioactivity being released from our atomic power piants, which cannot be preciuded.

RWE's Supervisory Board members who are not pressing for a shutdown of RWE's atomic
power plants for lack of insurance cover behave in an irresponsible manner so that their acts
cannot be approved.
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Comments of the Executive Board in response to the countermotions:

RWE has always emphasized that a balanced mix of primary energies, including renewable
energies, is vital for the Company's generation of electricity. Electricity generation on this
basis is economically efficient and fully in compliance with the épplicable statutory and
palitical outline conditions. It is also an important contribution to energy security in Germany.

The arguments put forward against the peaceful use of nuclear energy have largely been
addressed already at the annual general meetings of recent years. Standards of utmost
safety remain ensured for the use of nuclear energy. This also goes for unit A of the Biblis
nuclear power plant and the demolition of the plants at Mutheim-Karlich and Kahl. RWE also
ensures the necessary cover through the insurance industry and by the joint and several

liability agreement among the German nuclear power plant operators.

The planned investments in coal-fired power plants are necessary repiacements for existing
plants reaching the end of their service life. The new plants have a higher efficiency and are
thus less polluting. The large-scale capital expenditure program will be financed by self-
generated funds or from the cash fiow; the level of debt is reasonable.

Like other energy utilities in Germany and Europe, RWE has adjusted the energy prices in
line with the market eﬁvironment and with a focus on costs. The price applications for
increased tariff rates of end customers were approved by the relevant price supervision
authorities of the federal states. The extra costs for residential households were mainly
caused by burdens imposed by the government, especially due to the subsidization of
renewable energies and combined heat-and-power production, which account for about 40 %
of the average electricity bill, apart from the higher world mar}(et prices for the primary

energies of coal, oil and gas.

In connection with the issues relating to employees carrying out political mandates, the
Executive Board immediately launched an internal investigation. The results were already
presented on December 23, 2004. No indications emerged about any potentially illegal

- behavior. Furthermore, the Executive Board established a commission developing principies
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of behavior for the relationship of the Company and its employees to the shareholders,
customers, business partners and the public. In doing so, we will make sure that there is a
blameless basis for the social commitment of employees. There is no connection between
these issues and the retirement of Dr. Maiche! from the Executive Board on amicable terms.

Employees are granted preferential terms for the purchase of electricity and gas as a
voluntary fringe benefit. It is common practice in industry that companies grant their
employees special terms for their own products.

Stock options and stock appreciation rights and the way in which they are crafted are based
on common standards and competitive terms. These compensation elements were reported

on in depth at previous annual general meetings.

Following the realignment of the Company, the squeeze-out at RWE Dea was the consistent
step to simplify the ownership structure. The minority shareholders received a fair and
reasonable cash settlement.

The funds earmarked for research and development as well as the expansion of alternative
energies are not limited by a potential buyback of own shares for which there are no concrete

plans yet,

We consider all the countermotions to be unfounded and may make additional comments at

the Annual General Meeting.

Essen, April 1, 2005

RWE Aktiengesellschaft

The Executive Board
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Newspaper advertisement as of April 15, 2005 RECEIVED
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Dividend Notice

- -~ -—Notification that the Annual General Meeting of April 14, 2005 has decided to
distribute a dividend of € 1.50 per ordinary and preference share.
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RECEIY
Publication in the Federal Gazette as of May 25, 2005 RECE] YED
No. 96 — Page 10525 BT 2u A
Y ip{: D‘F 1T

Annual General Meeting Resolution of April 14, 2005, on the Appropri.ation
of Distributable Profit

On April 14, 2005, the Annual General Meeting decided to appropriate
€843,607,500.00 of the €843,698,064.82 in distributable profit for fiscal 2004 to
pay a dividend of €1.50 per share on the dividend-entitled capital stock of
€1,439,756,800.00.

The €90,564.82 remaining after deducting the sum used for the dividend
payment will be carried forward.

&

RWE
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Bundesanzeiger
Mittwoch, 25. Mai 2005
Nummer 96 - Seite 10 525

Beschluss der Hauptversammlung

iiber die Verwendung des Bilanzgewinns
vom 14, April 2005
Dic Hauptversammiung h

alam 14. April 2005 beschlossen, aus dem Bilanzgewinn fir das Ce:
Grundkapital von 1 439 75,

schillsjalir 2604 in Hohe von 843 698 064,02 € eine Dividende vou 1,50 € je Stickaklie auf das dividendenberechligte
G 800.00 € in Hohe von insgesamt 843 607 500,00 € auszuschitien.
Der nach Abzug des {ur dia Ausschiittung benétigten Uetrags verbleibende Restbelrag von 90 564,82 € wird auf neue Rechnung vorgelragen,
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