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RWE AG
Update to credit analysis

Summary
RWE AG (RWE)'s credit quality benefits from the company's sizeable generation fleet, with an
expected added diversification and lower average carbon intensity following the completion
of the complex asset swap with E.ON SE (Baa2 stable) as agreed in March 2018. Based on
our current estimates, renewables, which have lower risk than conventional generation, given
their typically fixed tariffs and limited exposure to merchant power under contracts, will
account for over 50% of RWE’s EBITDA.

The addition of a sizeable renewables portfolio is positive in the context of the challenges
currently facing RWE's existing generation fleet - volatile wholesale power prices, suspension
of the UK capacity market payments, and uncertainty around the future of coal and lignite
generation in Germany as a result of the country's plan to phase out coal by 2038 the latest,
as well as the court ruling in relation to the Hambach mine.

RWE's earnings have a relatively short remaining life, either as a result of anticipated plant
closures or fall in subsidies, compared with the long-term cash outflows associated with
provisions, including nuclear and mining. Growth in renewables will further require significant
capital deployment, which will impact leverage. In this context, we positively factor in RWE’s
commitment to a strong credit quality and the significant value of the company’s financial
investment portfolio, which includes a 15% stake in E.ON and certain other assets.

Exhibit 1

Renewables will account for a big share of RWE's earnings
EBITDA breakdown in 2018, and pro-forma on completion

The estimate reflects Moody's view; not the view of the issuer.
Source: Company's reports; Moody's Investors Service

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1181764
https://www.moodys.com/credit-ratings/RWE-AG-credit-rating-635550
https://www.moodys.com/credit-ratings/EON-SE-credit-rating-600010489
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Credit strengths

» Large and diversified generation portfolio

» Lower risk contracted renewables will account for majority of cash flows

» Flexible and newer plants well positioned to benefit from a potential upside in wholesale markets

» Significant financial stake in E.ON adds to financial flexibility

Credit challenges

» Output will fall with thermal power plant closures

» Suspension of the UK capacity markets affects earnings, although payments are expected to be restated

» Hambach court ruling bans RWE from expanding its largest opencast lignite mine

» Fairly short life of earnings in the context of the long-term provisions

» Relatively high exposure to decarbonisation policies and uncertain shape of power markets

Rating outlook
The stable outlook reflects our expectation that as RWE’s profile develops, the company will exhibit a financial profile consistent with
the Baa3 rating, namely funds from operations (FFO)/net debt in at least low twenties in percentage terms. This guidance will be
considered in the context of the evolution of the company's strategy for renewables, national policies and the asset coverage for RWE's
long-term provisions, which includes the company’s financial investment in E.ON.

Factors that could lead to an upgrade
Any ratings upgrade is likely to require a significant reduction in business risk and an improvement in RWE's financial risk profile. It is
also likely to take account of a growing and successful track record for the business in its new shape.

Factors that could lead to a downgrade
Downward rating pressure could develop if it appeared unlikely that RWE will be able to exhibit a financial profile consistent with the
guidance for the current rating or there were material negative developments in RWE's core markets of operations.

Key indicators

Exhibit 2

RWE AG (consolidated)

 2014 2015 2016 2017 2018

(FFO+ Interest Expense)/ Interest Expense 4.0x 2.8x 2.8x 6.8x 4.4x

FFO/ Net Debt 16.3% 11.9% 11.7% 25.6% 12.1%

RCF/ Net Debt 12.8% 7.5% 9.8% 24.7% 6.9%

[1] All ratios are based on Adjusted financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
[2] RWE's consolidated credit metrics do not capture all the key aspects of the standalone financial profile of RWE following the group reorganisation.
Source: Moody's Financial Metrics

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Profile
RWE AG, domiciled in Essen, is a holding company for a group mainly involved in power generation. With some 176 TWh of electricity
output (2018 data), RWE is one of the largest generators in Europe.

Following the European Commission's approval on 17 September 2019, RWE transferred its 76.8% stake in innogy SE (Baa2 stable) to
E.ON on 18 September and received E.ON's renewable and certain other assets on 30 September. Further to the agreement with E.ON,
RWE expects to receive the remaining innogy assets in early 2020.

As a result of the asset transfer, RWE's generation fleet will become larger and more diversified, with renewables accounting for over
20% of the total installed capacity.

Exhibit 3

RWE will have a diversified installed capacity...
Breakdown of installed capacity, data as of August 2019

Exhibit 4

… with the majority of capacity in Germany and the UK
Breakdown of installed capacity, data as of August 2019
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Total installed capacity of 45.9 GW.
Source: Company's reports, Moody's Investors Service
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Total installed capacity of 45.9 GW.
Source: Company's reports, Moody's Investors Service

RWE is listed on the Frankfurt stock exchange. As of mid-October 2019, RWE had a market capitalisation of around €17 billion.

Detailed credit considerations
Asset swap with E.ON on track for completion in early 2020
On 17 September 2019, the European Commission (EC) approved the acquisition by E.ON of innogy's networks and customer solutions
business as well as certain of its power generation assets. The approval followed the EC's decision on 26 February that the other part
of the asset swap, namely RWE's acquisition of certain power generation assets held by E.ON, could go ahead, as well as a number of
other anti-trust approvals provided over the course of last year.

The EC's approvals paved the way for the conclusion of the complex asset swap agreed between E.ON and RWE in March 2018, as
expected. (See E.ON SE/ innogy SE/ RWE AG: European Commission approval paves the way for the asset swap, September 2019).

As part of the transaction, RWE received E.ON's renewable assets with a total capacity of 5.7 GW on 30 September 2019. The
remaining renewable portfolio, currently held by innogy, will be transferred to RWE as soon as possible in 2020.

Large renewable power generator with a diversified portfolio of assets
On completion of the transaction, RWE will have added a renewables portfolio with a combined installed capacity of 9.5 GW (data as
of August 2019), and a pipeline of new projects.

The combined portfolio of renewables generated EBITDA of around €1.5 billion in 2018, with earnings up in the first half of this year on
the back of commissioning of new projects, higher power prices and better weather conditions. In H1 2019, earnings from renewables
amounted to almost €0.9 billion.
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The renewable portfolio includes mainly onshore and offshore wind. Around half of the onshore wind capacity (total of 6.2 GW) is
located in the US, with the remainder spread across a number of European countries. Offshore wind portfolio includes 2.5 GW in
installed capacity, mainly in Germany and the UK.

Exhibit 5

Renewables portfolio is mainly based on onshore and offshore wind
Installed capacity, as of August 2019

Exhibit 6

Renewables portfolio is well diversified geographically
Installed capacity, as of August 2019
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Total capacity of 9.5 GW.
Source: Company's reports, Moody's Investors Service
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Source: Company's reports, Moody's Investors Service

The company's build-out plan amounts to 2.6 GW of projects under construction. These include the 440 MW Big Raymond onshore
wind farm in the US, the 860 MW Triton Knoll offshore wind farm (59% owned by innogy) in the UK, and the 349 MW solar plant in
Australia. As a result, RWE's installed capacity will increase to around 12 GW by 2021, making it one of the largest European renewable
generators (excluding large hydro power producers).

RWE's investment pipeline further includes over 18 GW of renewable projects. However, not all the projects may be successful in the
future auctions and thus completed. Furthermore, while capacity will grow, returns will be pressured, given competition for assets,
which coupled with technological progress, is driving prices down. Recent auction results are significantly below the levels seen a few
years ago and a number of European projects has been awarded without subsidies, although costs have also decreased.

While we view construction of offshore wind farms as relatively risky compared with other well-established renewable technologies, we
positively view that by combining renewable assets of E.ON and innogy, RWE will accumulate significant expertise in delivering projects
across different countries and technologies.

Contracted renewables provide lower risk earnings, although they are exposed to output variability
Renewable assets benefit, to varying degrees, from support schemes (i.e. subsidies, fixed feed-in tariffs, production tax credits,
certificates or long term contracts) that provide a degree of earnings stability and insulation from wholesale power price volatility.

We estimate that some 70% of EBITDA of the renewable portfolio to be transferred to RWE is generated from contracted earnings,
which are not exposed to merchant power risk. The remaining life of contracted earnings is at around 11 years. The long-term
contracted cash flows under supportive and well-established regulatory regimes will underpin RWE’s credit quality

Overall, renewable subsidies provide lower risk cash flows compared with market-exposed conventional generation. However, wind
farms are subject to output variability dependent on wind conditions and asset availability.

RWE's financial policies yet to be defined
RWE's standalone leverage calculated as economic net debt (as defined by management) to EBITDA decreased in 2018 despite a
deterioration in operating performance and dividend payment of €922 million, owing to a material reduction in net debt, to some €2.3
billion. The fall in net debt was, however, temporary given the positive impact of change in variation margins that were expected to
unwind. In this regard, RWE's net debt increased to €4.7 billion as of end-June 2019.
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RWE's net debt will increase, given the €1.5 billion payment to E.ON agreed as part of the transaction, assumption of certain debt-like
liabilities totalling €2.8 billion and adjustments related to the assumed renewables portfolio. Management has guided to a leverage of
2.5-3.0x on an economic net debt/EBITDA basis on completion of the transaction.

In the medium term, the evolution of RWE's leverage will depend on, inter alia, the level of investments. RWE targets growth in
renewable capacity of some 2-3 GW annually, with a focus on Europe, Americas and Asia-Pacific. The company indicated that its
net investments in renewables will amount to some €1.5 billion a year and it will provide an update on its long-term financial policy
in March next year. In this regard, we believe that RWE will balance its growth aspirations with funding capacity and we note the
company's commitment to a strong credit quality.

More generally, RWE's financials will be impacted by the accounting effects of the transaction in the near term. We will look through
this interim period unless it appeared unlikely that RWE was on track to deliver a financial profile commensurate with our guidance.

Lignite and nuclear earnings affected by a decline in output
In H1 2019, Lignite & Nuclear's EBITDA amounted to €172 million, above the €167 million reported over the same period in 2018. The
slight improvement in earnings was driven by marginally higher realised generation margins, although this was tempered by a decline in
production volumes due to, inter alia, continuing restrictions at the Hambach lignite mine and plant outages.

Exhibit 7

Earnings from Lignite & Nuclear are down
Adjusted EBITDA in € m

Exhibit 8

Lower output reflects capacity closures and outages
Output in TWh
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Over the medium term, earnings of this division will be driven by the level of power prices, capacity closures, and any financial
compensation received as a result of the coal phase-out in Germany.

Current one-year forwards in Germany are at around €50/MWh, up from the high thirties in early 2018. In this regard, once existing
hedges roll off, RWE's fixed-cost generation will stand to benefit from higher prices, albeit output will decrease.

Nuclear power output will fall away as the remaining nuclear units are shut down in 2021-22. Lignite generation will also decrease
although the extent and the speed of capacity closures is currently uncertain, given that any details regarding coal phase-out in
Germany, including the potential for financial compensation, have yet to be agreed. (See Coal phase-out: clear timeline but few
details, February 2019). Absent an agreement or new court ruling, RWE's lignite generation will continue to be affected by the ban on
expansion of the Hambach mine. (See Hambach forest ruling credit negative, October 2018).

European power segment affected by lower production and suspension of the UK capacity markets
In H1 2019, the European Power segment contributed €99 million to RWE's EBITDA, significantly below the levels reported in a
comparable period of last year. The decline was attributable to lower production volumes – the result of high levels of renewables feed-
in and higher CO2 prices (hence lower coal generation) – and the suspension of the UK capacity markets (€33 million).
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Exhibit 9

Earnings from European Power are depressed
Adjusted EBITDA in € m

Exhibit 10

Declining output reflects low load factors of gas and coal plants
Output in TWh
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RWE has implemented a number of measures to optimize its generation fleet as profitability of its coal and gas plants has been hurt by
tight/negative spreads. Of some 6.6 GW in installed gas-fired capacity in continental Europe, 5.5 GW is operating. At the same time,
expectations of further market tightening has led RWE to put the mothballed Dutch Claus C gas plant, with capacity of some 1.3 GW,
back into commission. The plant is expected to become fully operational by 2020.

While the current market signals remain too weak to result in materially improved spreads for coal and gas-fired plants, we expect
market tightening in Germany after the nuclear phase out in 2022 and the additional closures of coal capacity. Tighter reserve margins
at certain peak times and increasing levels of renewables on the system are likely to lead to more periods of high and volatile prices,
which should benefit RWE's newer and more flexible plants.

Profitability for RWE's thermal generation in the UK is significantly constrained by the suspension of the capacity markets following a
European Court of Justice ruling in November 2018. Capacity payments are expected to be resumed, which could be later this year,
although a delay cannot be ruled out. We estimate that RWE's revenues under capacity markets are worth around €230 million in
2019, including the last year lost income.

Commercial asset optimisation unit focuses on minimising risk and maximising earnings
RWE standalone's total output amounted to around 69 TWh in H1 2019. Of this, 49% was outright power (nuclear and lignite
production) and 51% was from businesses mainly earning profits from spreads (coal, gas as well as some hydro generation).

RWE's hedging strategy is designed to minimise risks in the outright generation portfolio, and maximise earnings on the European
(spread) portfolio. For the outright positions, RWE focuses on risk mitigation from any potential negative changes in prices, and the
position is generally covered first by implicit fuel hedging. By short-selling fuel, the company converts a long outright power position
into a long spread position. By so doing, RWE aims to de-risk the outright positions from exposure to more volatile fuel prices and
retain the upside from the spread positions. As a result, RWE has a much higher degree of hedges in place on the outright rather than
on the spread positions.

Most of the commercial asset optimisation unit's earnings come from the spread position in hard coal and gas, where there is lower
volatility and greater flexibility to take advantage of prevailing market conditions (e.g. outages, high demand periods) on top of the
realised forward hedges.

Supply and trading can be variable
RWE has a fairly large trading business which focuses on proprietary trading and maximising earnings from the company's extensive
and globally-diversified positions and broad knowledge of the commodity and power markets. The company trades both physical and
financial products in liquid markets. Principal investments are in private equity-style stakes in energy assets.
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Trading activities account for a majority of this segment’s gross margin, with the remainder generated by supply. On average, some
75% of the gross margin is expected to come from physical and financial trading, whereas the remaining 25% should come from
management of gas supply and infrastructure products, and B2B businesses for large industrial customers and municipalities.

In H1 2019, RWE's earnings from this division amounted to €434 million, up from €101 million over the same period in 2018. The
increase in EBITDA reflects strong trading performance coupled with better results from gas and LNG, as well as the absence of a
negative valuation one-off in 2018.

Whilst the strong performance of this division will be supportive of RWE's earnings this year, with a target of EBITDA from supply and
trading significantly above €300 million, it is also indicative of the fairly significant volatility in earnings for this segment. In this regard
we note that RWE incurred losses from this division in the past, including in 2016, when the company's earnings were affected by,
amongst others, a change in China's strategy on coal output.

Exhibit 11

Supply and trading activities' earnings can be variable
EBITDA of the Supply & Trading segment, in € million
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We expect the Supply & Trading division to continue to exhibit some volatility in earnings. Changes in operating cash flows may be
subject to greater volatility due to working capital swings associated with trading activities.

National policies will shape the market; uncertain impact on RWE as of yet
National policies will continue to shape power markets over the medium to long term, although the impact on RWE is uncertain, and
could be positive (higher power prices and/or compensation for closures) or negative (lower output).

A number of European countries have already decided to phase out coal, including in the Netherlands, where all coal plants are to close
by 2030 and in France, with a deadline in 2025. In the UK, coal-fired electricity generation will cease by 2025.

In Germany, the Coal Commission issued a recommendation in January this year to phase out coal-fired generation by 2038 at the
latest. (See Coal phase-out: clear timeline but few details, February 2019). According to the commission's proposal, plant operators
should be compensated for early closures either through negotiations with the government or a tender process.

On 20 September 2019, the government confirmed Germany's commitment to phase out coal by 2038 as part of its climate action
plan. Implementation of the Coal Commission’s proposals into law is expected towards the end of this year. As such, it remains unclear
what compensation would be available to power generators, including RWE.

RWE's lignite fleet includes a mix of old and newer plants compared with the remaining generators, although age of the power plants
will not be the only factor as considerations will be given in relation to power market stability and employment. While the level of
compensation is unknown, we expect the impact of the older plants closures to be limited, given low spreads. Furthermore, capacity
shutdowns will lead to tighter markets, which could result in higher power prices and better utilisation of RWE’s gas-fired power plants.
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We do not currently expect the CCGTs to run on full load, but some of the plants may benefit from more running hours, which at peak
prices, would support their profitability.

Nuclear issues resolved but decommissioning costs will continue to drag on cash flows over the long term
Following the payment of €6.8 billion, of which €1.8 billion related to the risk premium required for the externalisation of the liabilities,
on 3 July 2017, RWE's nuclear obligations in Germany have been significantly reduced. The company has been released from the costs
of interim and final storage of waste from reactors and its obligations are now limited to dismantling of the plants and packaging of the
low- and medium-level waste once the plants have been shut down.

RWE's remaining nuclear liabilities amounted to just over €6 billion as of end-June 2019. The amount of provisions will be gradually
utilised, although RWE's liabilities will increase given the transfer of the minority stakes in Emsland and Gundremmingen plants and
associated nuclear liabilities of around €0.8 billion from E.ON as part of the transaction.

Annual nuclear cash outflows will increase from around €200-300 million before 2020 to €300-500 million post 2020 as the plants
are fully decommissioned. RWE will also have cash outflows related to mining decommissioning costs. These are currently estimated at
some €50 million annually over the medium term, but they will increase more materially over the long term depending on the timing
of shutdowns of the lignite power plants.

Capital structure heavily weighted towards long-term provisions affected by low discount rates
RWE (on a standalone basis) calculated its net debt at around €4.7 billion as of end-June 2019. Our net debt calculation differs from
that of management as, for example, we do not adjust debt for mining provisions but neither do we net off intercompany receivables
and certain other financial assets. We also adjust for collateral paid (net of collateral received).

Exhibit 12

RWE's economic net debt includes provisions and receivables
Standalone net debt, RWE's definition, in € billion

Exhibit 13

Provisions account for the majority of RWE's liabilities
Breakdown of gross debt, as of end-June 2019

 As at June 2019
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Total financial liabilities                                     15.3 
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Net debt                                       4.7 

Source: Company's reports, Moody's Investors Service
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RWE’s total adjusted debt stood at €10.6 billion as of end-June 2019. This amount included some €9.5 billion in adjustments related to
pension and nuclear liabilities.

Similarly to other German utilities, RWE's adjusted debt continues to be adversely impacted by growing provisions due to the low
interest environment. Discount rates have decreased further this year, which increased pension provisions by €240 million since the end
of 2018.

Whilst we use the audited numbers in our debt calculations, we note that changing discount rates will continue to create volatility in
both nuclear and pension obligations. Our current macroeconomic view is that interest rates are likely to rise slowly over time, which
could alleviate the pressure. However, this will also depend on inflation and we currently expect the effect to only be gradual.

More generally, the long-term provisions compare with a fairly limited life of RWE's current earnings. This risk is partly mitigated by the
presence of substantial financial assets, including RWE's stake in E.ON and certain other assets (Kelag and Amprion).
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Relatively high risk from decarbonisation of the power sector
The European Union (EU) has committed to reducing greenhouse gas emissions by 40% from the 1990 levels and to increasing the
contribution of renewables to energy demand to 32% by 2030. We believe that unregulated utilities, which account for 40% of
the EU's carbon emissions, will need to deliver a significant share of the reductions, and that this will create a variety of risks and
opportunities for utilities.

In Germany, the government has stated its commitment to phase out coal and lignite power generation by 2038 the latest, with
material capacity shutdowns in early 2020s. The national target assumes an increase in renewable energy to 65% of total by 2030.
(See In Germany, national policies will continue to challenge conventional generators, July 2018).

We believe that RWE has a relatively high exposure to carbon transition risks compared to peers. This takes account of its carbon
intensity, which amounted to some 655 g/kWh as of end-2018. More positively, we recognise that with the addition of renewable
energy assets, closure of certain coal-fired power plants and conversion of others to fire biomass, RWE's average carbon intensity will
reduce. The company's target is to lower its carbon dioxide emissions by 70% compared to 2012.

We also note that RWE has hedged its carbon exposure until the mid 2020s, with the CO2 price below the current prices.

Liquidity
As of end-June 2019, RWE's liquidity was supported by (1) €5.5 billion in cash and marketable securities; and (2) €5 billion covenant-
free committed bank line, which consists of two tranches. The first tranche of €3 billion has a five-year tenor and can be extended
twice at the discretion of the lenders. The second tranche of €2 billion has a term of two years and may also be extended once.

Given the above sources and expected operating cash flows, we believe that RWE has a strong liquidity to support the company's
financing needs over the next 12 months. Liquidity needs will, however, also depend on the working capital requirements associated
with RWE's trading business.

Structural considerations
RWE's capital structure includes a mix of bank debt and hybrid securities.

As of end-September 2019, RWE had three outstanding hybrids with a total amount of €1.1 billion.

The Ba2 rating on the hybrid securities is two notches below the senior unsecured rating, which reflects the features of the hybrids that
receive basket ‘C’ treatment, i.e. we treat them as 50% debt and 50% equity for financial leverage calculations.
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Rating methodology and scorecard factors
RWE is assessed in accordance with the rating methodology for Unregulated Utilities and Unregulated Power Companies published in
May 2017.

The scoring below is based on RWE's consolidated business and credit metrics for unregulated utilities. As RWE's profile evolves, we will
transition to the unregulated power companies grid as part of the same rating methodology.

Exhibit 14

RWE AG (consolidated)

Unregulated Utilities and Unregulated Power Companies Industry Grid [1][2] As of 30/12/2018
 

Factor 1 : Scale (10%) Measure Score

a) Scale (USD Billion) Aa Aa

Factor 2 : Business Profile (40%)

a) Market Diversification A A

b) Hedging and Integration Impact on Cash Flow Predictability A A

c) Market Framework & Positioning Ba Ba

d) Capital Requirements and Operational Performance Baa Baa

e) Business Mix Impact on Cash Flow Predictability Aa Aa

Factor 3 : Financial Policy (10%)

a) Financial Policy Baa Baa

Factor 4 : Leverage and Coverage (40%)

a) (CFO  Pre-W/C + Interest) / Interest (3 Year Avg) 4.3x Baa

b) (CFO  Pre-W/C) / Net Debt (3 Year Avg) 16.3% Ba

c) RCF / Net Debt (3 Year Avg) 13.8% Ba

Rating: 

a) Indicated Outcome from Scorecard Baa2

b) Actual Rating Assigned Baa3

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations; [2] As of 31/12/2018.
Source: Moody’s Financial Metrics™

Ratings

Exhibit 15
Category Moody's Rating
RWE AG

Outlook Stable
Issuer Rating -Dom Curr Baa3
Senior Unsecured MTN -Dom Curr (P)Baa3
Subordinate Ba2
Commercial Paper P-3
Other Short Term -Dom Curr (P)P-3

Source: Moody's Investors Service
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Appendix.

Exhibit 16

Peer comparison table

FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE

Dec-16 Dec-17 Dec-18 Dec-16 Dec-17 Dec-18 Dec-16 Dec-17 Dec-18 Dec-16 Dec-17 Dec-18

Revenue 43,590 14,414 14,515 7,685 7,595 9,791 3,632 4,520 5,242 68,604 72,664 73,134

EBITDA 2,167 3,698 2,203 1,831 1,349 1,602 954 1,296 1,621 14,777 15,033 16,176

Total Assets 77,285 69,201 80,513 18,940 20,473 24,042 23,066 22,901 23,619 158,842 158,791 168,958

Total Debt 38,817 30,110 26,744 4,761 5,536 5,291 6,300 6,152 7,410 54,889 56,249 60,932

Net Debt 24,416 21,284 19,612 2,129 1,679 1,576 1,146 2,255 6,826 45,533 46,545 51,711

FFO / Net Debt 11.7% 25.6% 12.1% 88.3% 93.7% 72.8% 70.7% 40.9% 18.9% 21.4% 22.5% 20.8%

RCF / Net Debt 9.8% 24.7% 6.9% 83.7% 68.0% 35.0% -14.6% -2.5% 4.6% 15.6% 16.0% 13.9%

(FFO + Interest Expense) / Interest Expense 2.8x 6.8x 4.4x 7.3x 6.3x 4.8x 5.3x 5.9x 8.5x 4.6x 5.2x 5.1x

Net Debt / EBITDA 11.3x 5.8x 8.9x 1.2x 1.3x 1.0x 1.2x 1.7x 4.2x 3.1x 3.1x 3.2x

(in EUR million)

RWE AG Orsted A/S Fortum Oyj ENEL S.p.A.

(P)Baa3 Stable Baa1 Stable Baa2 Rating(s) Under Review Baa2 Positive

All figures & ratios calculated using Moody’s estimates & standard adjustments. FYE = Financial Year-End. LTM = Last Twelve Months. RUR* = Ratings under Review, where UPG = for
upgrade and DNG = for downgrade.
Source: Moody’s Financial Metrics™

Exhibit 17

RWE AG (consolidated) adjusted net debt breakdown

FYE FYE FYE

(in EUR million) Dec-16 Dec-17 Dec-18

As Reported Total Debt 18,183 17,201 2,764

Pensions 6,761 5,420 3,287

Leases 1,300 490 408

Non-Standard Public Adjustments 12,573 6,999 20,286

Moody's Adjusted Total Debt 38,817 30,110 26,745

Cash & Cash Equivalents (14,401) (8,826) (7,132)

Moody's Adjusted Net Debt 24,416 21,284 19,613

All figures & ratios calculated using Moody’s estimates & standard adjustments.
Source: Moody’s Financial Metrics™

Exhibit 18

RWE Ag (consolidated) adjusted FFO breakdown

FYE FYE FYE

(in EUR million) Dec-16 Dec-17 Dec-18

As Reported Funds from Operations (FFO) 3,013 (1,954) 2,175

Leases 72 30 27

Pensions (93) 127 (74)

Capitalised development costs (107) (74) (42)

Interest expense on hybrid bonds 48 38 (8)

Non-Standard Public Adjustments (76) 7,287 287

Moody's Adjusted Funds from Operations (FFO) 2,857 5,454 2,365

All figures & ratios calculated using Moody’s estimates & standard adjustments.
Source: Moody’s Financial Metrics™
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Exhibit 19

RWE AG (consolidated
Selected historic Moody's adjusted financial data

FYE FYE FYE

(in  million) Dec-16 Dec-17 Dec-18

INCOME STATEMENT

Revenue 43,590 14,414 14,515

EBITDA 2,167 3,698 2,203

EBIT (64) 2,824 1,304

Interest Expense 1,628 937 699

Net income (2,570) 1,534 (277)

BALANCE SHEET

Net Property Plant and Equipment 25,755 25,437 12,817

Total Assets 77,285 69,201 80,513

Total Debt 38,817 30,110 26,744

Cash & Cash Equivalents 14,401 8,826 7,132

Net Debt 24,416 21,284 19,612

Total Liabilities 72,828 61,668 70,763

CASH FLOW

Funds from Operations (FFO) 2,857 5,454 2,365

Cash Flow From Operations (CFO) 2,272 5,647 6,697

Dividends 455 197 1,017

Retained Cash Flow (RCF) 2,402 5,257 1,348

Capital Expenditures (1,992) (641) (1,035)

Free Cash Flow (FCF) (175) 4,809 4,645

INTEREST COVERAGE

(FFO + Interest Expense) / Interest Expense 2.8x 6.8x 4.4x

LEVERAGE

FFO / Net Debt 11.7% 25.6% 12.1%

RCF / Net Debt 9.8% 24.7% 6.9%

Debt / EBITDA 17.9x 8.1x 12.1x

Net Debt / EBITDA 11.3x 5.8x 8.9x

All figures & ratios calculated using Moody’s estimates & standard adjustments.
Source: Moody’s Financial Metrics™
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» RWE AG: Hambach forest ruling credit negative, October 2018

Industry Research
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