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Dear RWE AG Shareholders,  

 

As you have been able to follow in the press over the last few months, ENKRAFT has been steadily 
trying to convince the Executive Board and the Chairman of the Supervisory Board of RWE AG (“RWE”), 
both in writing and in discussions, to present a concrete plan to separate RWE from its lignite business 
soon. This business unit, which RWE itself calls "non-core business", requires significant management 
focus and resources that are lacking in the expansion of the actual core business of renewables and is, 
in our view, one of the main reasons why RWE is trading at a high discount to peer companies on the 
capital market.  

The Executive Board of RWE has stated both to us and publicly that it essentially agrees with the stra-
tegic direction proposed by ENKRAFT as well as the underlying statements and assumptions – the cre-
ation of RWE focused only on the core business of renewables. The only topic on which the Executive 
Board disagrees is the timing of a discontinuation or separation of the lignite activities. The Executive 
Board does not want to commit itself to a time frame for the separation and discontinuation of the 
lignite activities. Any plan shall instead be designed and proposed to RWE only by the federal govern-
ment. 

Such passivity is not appropriate for the Executive Board of a listed and private sector company. The 
interests of the Company and its shareholders urgently require a groundbreaking plan for the swift 
separation of the future oriented core business from the non-core business, which is geared towards 
discontinuation and phase-out. 

Russia's ongoing war in Ukraine and the fundamental need to rethink the strategy of foreign energy 
imports to Germany should not be an argument for not taking the necessary strategic decisions at RWE 
as soon as possible. RWE's contribution to the reduction of energy imports to Germany particularly 
consists of the accelerated expansion of renewable energies, so that from an economic point of view 
a focus of RWE on the rapid expansion of its core business is even more important than before. 

Supplementary Motions and Resolution 

On March 18, 2022, ENKRAFT has therefore added a further resolution item for the RWE Annual Gen-
eral Meeting by means of a so-called supplementary request. The resolution is intended to instruct the 
Executive Board to begin preparations for a separation of the lignite activities and to present it to the 
shareholders for a final decision by the 2023 Annual General Meeting at the latest. You can view the 
proposed resolution and its reasoning as a full version on the RWE website under following link 
(https://www.rwe.com/en/investor-relations/2022-annual-general-meeting/motions-statements/?) 
and on the ENKRAFT website. 

However, the proposed resolution continues to provide management with sufficient flexibility to pre-
sent shareholders with alternative and, if appropriate, more promising options for the Company's swift 
exit from its lignite activities in addition to the spin-off solution. The Executive Board is neither re-
stricted nor relieved from analyzing alternative transaction structures. Alternative structures which, 
however, can only be worked out by the Executive Board of the Company on its own responsibility and 
cannot be initiated by shareholders via a supplementary request may, for example, be the contribution 
of assets and liabilities associated with the lignite activities to a foundation structure. 
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Contrary to repeated claims by the Executive Board, the divestment of the lignite activities does not 
conflict with any applicable approval requirements of the German government and other state author-
ities. As part of the preparation of the transaction, the Executive Board must - as with other transac-
tions - create the appropriate conditions for granting approval in constructive dialog with the relevant 
stakeholders and political decision-makers. Security of supply in Germany will not be affected by such 
a dialog. 

We have summarized the reasoning of the supplementary motion below. 

Handling of lignite activities has outstanding strategic importance for RWE 

In order to transform into a leading renewable energy company, the future handling of RWE’s lignite 
activities is therefore one of the company's most urgent strategic concerns. Slowing down climate 
change and reducing CO2 emissions as quickly as possible are among the most important is-sues in the 
social and political debate which RWE must face.  

The fundamental change in Germany's geopolitical, security and energy policy situation since Russia's 
armed invasion of Ukraine does not alter this. On the contrary, the current situation and Russia's war 
in the Ukraine highlight the urgent need not only to reduce Germany's dependence on Russian energy 
imports, but also to in general reduce dependence on international energy imports by producing its 
own energy. The local production of electricity at favorable production costs in Germany which is re-
quired for this can only be achieved through the expansion of renewable energies. 

In the extremely dynamic and competitive energy supply environment, only those companies that 
place a clear focus on renewable energies while at the same time positioning themselves as re-spon-
sible and energetic pioneers in the implementation of the energy transition will be able to assert them-
selves in the long term. The prerequisite for such a pioneering position, however, is an unequivocal 
commitment to sustainable energy generation from renewables, for which the existing product port-
folio in the core business of RWE and the pipeline of projects for renewable energy generation ideally 
qualify the company. 

Lignite activities economically negligible in the long term, ecologically questionable and reason for 
RWE's significant valuation discount 

The coal/nuclear energy segment is not only economically negligible and ecologically questionable for 
RWE in the long term, but its continuation within the RWE Group also leads to the undervaluation of 
the company on the capital market. It further hinders the Management Board's ability to focus on the 
expansion of the core business with renewable energies - and thus also the focus on a rapid reduction 
of dependence on energy imports to Germany. 

RWE is currently already valued by the capital market at a significant discount to peer companies, es-
pecially in comparison to pure renewable energy producers - this has also not materially changed since 
the beginning of the war in Ukraine. The valuation multiples customary in the industry, such as the 
ratio between enterprise value and projected EBITDA, suggest a valuation upside of significantly above 
16 bn Euro or more than 20 Euro per RWE share. Such an undervaluation of RWE is also not denied by 
the Management Board of the Company. The reasons for the company’s low valuation are obvious and 
have not changed despite the geopolitical events: 

The greenhouse gas emissions, primarily in the form of CO2, of which, according to the company's 
publications, over 60% are attributable to its lignite activities, have resulted in RWE being one of the 
largest CO2 emitters, both in Germany and in Europe. This circumstance prevents many institutional 
investors from investing in the company due to sustainability-focused investment guidelines and the 
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increasingly binding legal investment regulations for these investors. In some cases, it makes it neces-
sary for investors to reduce their holdings in RWE. 

The expected recovery of RWE’s valuation to a level in-line with operators of pure renewable energy 
portfolios, as well as a possible realization of hidden reserves relating to CO2 certificates and other 
provisions, will create significant financial flexibility and resources. This will enable a successful and 
faster transformation of the company into a leading energy provider focused exclusively on renewable 
energy. 

Lignite activities obscure the view of the essential topics 

Furthermore, the continuation of the lignite activities in the RWE Group leads to a significant complex-
ity regarding the Group's financials and thus to a lack of transparency, which hinders the presentation 
of a convincing and comprehensible capital market story. The very fact that the lignite activities are 
combined with the nuclear activities (which are also being phased out) in a reporting segment makes 
a thorough evaluation of the business activities impossible. In addition, the lack of transparency re-
garding the type and extent of CO2 emission rights acquired in the past, the way they are accounted 
for, and the creation of hidden reserves means that key financial figures of the RWE Group are dis-
torted by the lignite activities, which are of little economic relevance, and influenced by the Manage-
ment Board in a non-transparent manner. The changes in the significant renaturation provisions and 
the offsetting assets lead to non-negligible volatility in key income statement and balance sheet items. 
These effects obscure the view of the actual value drivers and key figures of the company. 

In addition, the separation of the lignite activities should also be considered to address, at an early 
stage, the concerns expressed by the Federal Cartel Office in February 2022 as it pertains to the possi-
ble market dominance. 

Contradiction between ecology and security of supply not to be solved by RWE 

In addition to these convincing economic arguments, there are also other weighty environmental and 
social reasons for disconnecting or discontinuing electricity generation from lignite. These reasons may 
conflict with certain economic and security policy objectives, such as the reliable supply of electricity 
at competitive prices for end consumers in Germany. Resolving these contradictions, however, is not 
the task of the Executive Board of RWE, but of the responsible political decision-makers. Accordingly, 
the Executive Board of RWE should place the main focus of its work on the successful management of 
the company's core business. 

Dear shareholders, please support our supplementary motion by voting ”Yes”/”For”. The positive res-
olution is beneficial for all the company's key stakeholders; it will not only contribute significantly to 
increasing RWE's valuation but will also initiate overdue and importantly needed steps to ensure that 
lignite activities can be handled in a more ecologically responsible manner in the future. 

Best regards 

Dr. Benedikt Kormaier 


