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Good morning ladies and gentlemen,  

and thank you for taking the time to join us this morning. 

On our most recent conference call of November 11th, we presented our 9-month results, which 
clearly demonstrated the strong operational performance that continues to flow from our 
“on.top” project.  

Today’s call is designed to complement that message and to take it further by outlining our 
investment plans between 2005 and 2007. I want to explain how these plans aim to underpin 
continuing improvements in our operational performance in the future, and thus increase the 
value of the business over time.   

More specifically, I want to cover three main points on today’s conference call: 

First, I want to set out our investment plans between 2005 and 2007 and explain how our 
planned investments over this period break down between: 

a) Fixed-asset investments, and 

b) Financial investments 

 

Second, I want to re-iterate our commitment to strict financial criteria for all our investments, 
with reference to both:  

a) The investments we have actually made in the last 18 months, and 

b) Some of the opportunities we have rejected because they did not meet our financial 
criteria at the prices others were willing to pay for them 

 

Third, I want to re-iterate our commitment to total shareholder returns, a commitment which 
actually follows from the first two points above. 

Let  me talk first of all, then, about our investment plan itself. 
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1. Our Investment plan for 2005 to 2007 

As with the plan we announced last year, our mid-term investment plan for the period 2005 to 
2007 sets ambitious but realistic targets designed to enhance our operational and financial 
performance.  

The E.ON Group plans to invest 18.7 billion Euros in the medium term between 2005 and 2007, 
nearly 5 billion Euros more than the 13.8 billion Euros we announced last year for the period 
2004 to 2006.  This breaks down into 12.6 billion Euros for fixed-asset investments, and 6.1 billion 
Euros for financial investments. However, I would like to emphasize from the outset that 
despite this increase in projected fixed-asset investments, our free-cash flow targets under the 
“on.top” plan are unchanged.  

I would like now to highlight the main points of our investment programme.  

 

First, Fixed-asset investments 

Between 2005 and 2007 we plan to invest 12.6 billion Euros in fixed assets, of which 8.4 billion 
Euros is earmarked for so-called maintenance investment, and 4.2 billion Euros for growth 
investments. Regarding so-called maintenance capex, we will invest everything necessary to 
retain our strong competitive position in our power-generation and network businesses, but 
we do not envisage having to increase expenditure on our existing asset base over the mid-
term. As a result, the figure of 8.4 billion Euros that we have set aside for this purpose is very 
similar to the 8.7 billion Euros  included in last year’s plan. 

However, where we do see scope to increase our fixed-asset investments is with regard to 
clearly defined growth opportunities in our target markets, and here I would like to highlight 
three areas in particular: 

First, New power-generation plant in attractive markets, where we plan to spend 1.3 billion 
Euros in total. Here Italy is the best example of an attractive market where we plan to expand. 
Pending final approvals from the Italian authorities, we plan to invest 800 million Euros for two 
new power plants in Italy.  

Second, new power-generation plant where clear public-policy incentives exist, such as in the 
field of renewable energy. In total we plan to spend 1.1 billion Euros on renewable energy over 
the next three years, of which 800 million Euros is set aside for the U.K. for both offshore and 
onshore wind power plants, as well as for bio-mass plants. These opportunities offer attractive 
returns. 
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Third, the expansion of network infrastructure for both power and gas, where we plan to 
spend 1.4 billion Euros. For example, grid connections are required by new wind-powered 
generation plant in Germany, and network enhancements for the transportation of gas into 
western European markets will also be required. Both these areas offer interesting 
opportunities. 

Most of the remaining 400 million Euros of planned expenditure is earmarked for increasing 
our gas-storage capacity. 

Together, the central Europe and UK Market Units account for over two thirds of the total 4.2 
billion Euros. 

 

Let me now turn to our planned financial investments. 

In our new mid-term plan, we expect to spend 6.1 billion Euros on financial investments. Again, 
I would like to highlight three areas in particular: 

First, the strengthening of our equity position in upstream gas.  We have set aside 2 billion 
Euros for investments in upstream gas, as a clear demonstration of our intention to cover 15 to 
20 per cent of our gas requirements from own sources by 2010. In keeping with this goal, we 
aim to broaden our holdings in the British and Norwegian North Sea, and to evaluate 
opportunities in Russia. 

Second, the consolidation of our position in targeted central and eastern European power and 
gas markets, particularly Hungary and Bulgaria. In particular, we expect to spend a total of 730 
million Euros on acquiring  equity stakes of 75 per cent minus one share of MOL’s gas-trading-
and-storage business, and 75 per cent of MOL’s gas-transport business. Approximately 300 
million Euros of this amount is in the form of a put option for MOL’s transport business. 

Third, the assumed exercise of put options held by third parties.  Approximately 2.2 billion 
Euros are reserved for the Put-Option on Sydkraft, a further 300 million Euros for acquiring a 
majority stake in the Slovakian distribution company ZSE, and the above mentioned 300 million 
Euros for MOL’s transport business. 

The 18.7 billion Euro Investment Plan does not include any additional investment opportunities 
that might present themselves in the mid-term.  Nevertheless, the excellent financial standing 
of the E.ON Group – which we plan to maintain over the mid-term planning period --- gives us 
the flexibility to consider any additional opportunities that may occasionally arise over this 
timeframe and that are consistent with our previously explained strategic criteria.  
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As a reminder, however, I would like to emphasize again that we will not make any large-scale 
acquisitions, nor will we make any investments in oil assets.   

This brings me to the second main point I would like to highlight on this call, namely our 
commitment to strict financial criteria for all investments. 

 

2. Our commitment to strict financial criteria for investments 

As we look at the development of new markets, we will continue to exercise prudent 
judgement and review any potential investments on a case-by-case basis under our strict 
financial criteria. 

External growth opportunities will only be followed when these are met, otherwise we will walk 
away.  

We have made a number of successful acquisitions in the past 18 months. 

The integration of Graninge and Midlands are well on track. The performance of both 
businesses exceed our original expectations. Already this year E.ON Nordic has realized higher 
than expected synergies from the Graninge acquisition, while the Midlands distribution 
business shows a strong earnings development.  

Our most recent acquisition – and the largest we have announced in 2004 in terms of total 
future outlay – is the gas business of the Hungarian company MOL.  

The MOL deal is earnings enhancing in the first year and will achieve its ROCE over its cost of 
capital within three years. 

I can also give you examples where we have walked away from investment opportunities 
where our criteria have not been met:   

§ a gas distribution company in Greece, 

§ a number of power distribution companies in Poland 

§ and, a number of projects in the Nordic region where the prices requested were 
incompatible with our return criteria 

Following on from these two points, I would like to re-iterate a third point that is very 
important to us:  

we remain committed to maximising total shareholder returns. 
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In this respect there are two key messages that follow from what I have said above. 

Firstly, we are convinced that there are value-creating investment opportunities in our target 
markets that we, with our existing asset base and expertise, are uniquely positioned to exploit 
to the benefit of our shareholders in the long term. 

Secondly,  through strict adherence to our financial criteria we have a strong balance sheet, 
and with our commitment to at least a strong single-‘A’ credit rating we plan to maintain this 
over our investment-planning period. This means that we remain absolutely committed to 
studying all options for returning value to shareholders.  

 

In conclusion, let me summarize. 

We are committed to consolidating and enhancing E.ON´s existing market positions over the 
next three years, and our Investment Plan for 2005 to 2007 shows our strict and disciplined 
approach towards potential future investments. 

We are committed to growing the value of the business over time while at the same time 
retaining the financial flexibility to consider all options for returning value to shareholders. 

E.ON is very well positioned in all its key markets and the most recent set of results presented 
to you on the 11th November confirmed how the group’s operational strengths are being 
enhanced by the actions we have taken as a result of the “on.top” project. Above all, we remain 
focused on enhancing performance through our integrated business model, and our clear 
focus on power and gas in our clearly defined target markets. 

Finally, let me take this opportunity to wish you all a very happy holiday season and a 
prosperous new year. We have greatly enjoyed working with the capital markets in 2004 and 
are looking forward to keeping you regularly updated on the E.ON story in 2005.  

And with that, Mr. Schipporeit and I will now be happy to answer your questions.  
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This presentation may contain forward-looking statements based on current assumptions and 

forecasts made by E.ON Group management. Various known and unknown risks, uncertainties 

and other factors could lead to material differences between the actual future results, financial 

situation, development or performance of the company and the estimates given here. These 

factors include those discussed in our public reports filed with the Frankfurt Stock Exchange 

and with the U.S. Securities and Exchange Commission (including our Annual Report on Form 

20-F). The company assumes no liability whatsoever to update these forward-looking 

statements or to conform them to future events or developments. 

 

E.ON prepares its consolidated financial statements in accordance with generally accepted 

accounting principles in the United States (“U.S. GAAP”). This presentation may contain 

references to certain financial measures (including forward looking measures) that are not 

calculated in accordance with U.S. GAAP and are therefore considered “Non-GAAP financial 

measures” within the meaning of the U.S. federal securities laws. E.ON presents a reconciliation 

of these Non-GAAP financial Measures to the most comparable US-GAAP measure or target, 

either in this presentation or on the website under www.eon.com. Management believes that 

the Non-GAAP financial measures used by E.ON, when considered in conjunction with (but not 

in lieu of) other measures that are computed in U.S. GAAP, enhance an understanding of E.ON’s 

results of operations. A number of these Non-GAAP financial measures are also commonly used 

by securities analysts, credit rating agencies and investors to evaluate and compare the 

periodic and future operating performance and value of E.ON and other companies with which 

E.ON competes. These Non-GAAP financial measures should not be considered in isolation as a 

measure of E.ON’s profitability or liquidity, and should be considered in addition to, rather than 

as a substitute for, net income, cash flow provided by operating activities and the other 

income or cash flow data prepared in accordance with U.S. GAAP. The Non-GAAP financial 

measures used by E.ON may differ from, and not be comparable to, similarly-titled measures 

used by other companies. 

 


