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Presentationsanteckningar
Good morning  ladies and gentlemen  (press conference)  and welcome to this  press conference on Vattenfall’s Q1 results 2014 
or 
Good afternoon ladies and gentlemen  (analyst call) and welcome to this  conference call on Vattenfall’s Q1 results 2014 


Together with CFO Ingrid Bonde, I will present and comment on the figures and important events 

Starting with this interim report our consolidated results are broken down into our two new operating segments, Nordic, and Continental/UK

Please turn to page 2



Highlights Q1 2014

* Net sales decreased 7.7% to SEK 45.9bn (49.7)

* Underlying EBIT decreased 22.1% to SEK 9.1bn (11.7)
- Due to lower achieved prices, lower volumes and lost earnings contribution from
divested assets

* Reported EBIT increased 9.2% to SEK 11.8bn (10.8)
- Due to capital gains

* Net income increased 32.4% to SEK 8.2bn (6.2)
- Due to capital gains, improved financial net and lower tax cost

* Return on capital employed (ROCE) was -1.7% (rolling 12 Month)
- +8.4% excluding items affecting comparability

» Total electricity production was 50.1 TWh (52.2).

* Adjusted net debt decreased by SEK15.3bn to 147.3bn
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Net sales decreased by SEK 3.8bn compared with Q1 2013 mainly owing to: 
lower electricity prices achieved
lower generation volumes and lower heat and gas sales due to warm weather, and the divestment of our electricity distribution business in Hamburg . 

Read out the other bullets     - Ingrid will comment on the details


Lower spot and forward prices on all Vattenfall’'s markets

German spot prices 21% lower

Q1-14 (Q1-13) 30.2(42.1)  335(42.3)  43.0 (54.6)

Dutch spot prices 21% lower
% -28.3 -20.8 -21.2

Futures prices 6% - 16% lower

Monthly spot average Electricity futures prices
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Nordic spot prices 28% lower as a result of the mild winter, with average temperatures that were considerbly higher than normal, at the same time that the hydrological balance strengthened during the first quarter. 

Future prices were 6%-16% lower than in the first quarter of 2013. This is mainly attributable to lower commodity prices (especially the price of coal) and considerably lower prices for CO2 emission allowances. 


Generation volumes decreased 4% to 50.1 TWh

Fossil production decreased due to lower production in CHP plants as a result of
warmer weather and the sale of the Danish Amager CHP plant

Higher nuclear power production (nearly 100% availability)

Lower hydro power production

Higher wind power
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Additional information:
�Hydro power
Nordic reservoir levels improved gradually during the quarter and were filled to 30% (29%) capacity at the end of March 2014, which is 5 percentage points higher than normal. 
Nuclear power
Combined availability of Vattenfall’s nuclear power plants was 98.4% (97.1)
Forsmark had availability of 99.8% (99.2%) and generation of 7.7 TWh (6.8) 
Ringhals had availability of 97.1% (95.3%), and generation of 7.1 TWh (7.7)


Divestments Q1 2014

Amager CHP plant in Denmark

- Sold to Danish municipal-owned company HOFOR
- Enterprise value of approximately DKK 2bn

Vattenfall’'s minority interest, 18.67% of the shares, in the Polish energy company
Enea S.A.
- Sales proceeds approximately SEK 2.2 bn (PLN 12.50 per share)

Vattenfall’'s majority interest of 74.9% in the electricity grid company Stromnetz Hamburg
GmbH
- Sold to the City of Hamburg for a preliminary price of EUR 412 million
(approx. SEK 3.7bn)
- Capital gain of EUR 338 million (approx. SEK 3bn).
- In addition to the purchase price, the City of Hamburg has repaid a loan of EUR 243
million (approx. SEK 2.1bn) to Vattenfall.

Vattenfall Europe Power Consultant GmbH
- Sold to investment company Palero Capital GmbH
- Sales price not disclosed

(&)
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DK - perhaps say something about the sales process on the 2 remaining CHP plants in DK. 

Enea  - we purchased the shares for 4.6bn SEK in November 2008. The sale of the shares had no impact on earnings since VF continously restated the shares to fair value and recognised impairments of the shares in previous book-closings

Hamburg  - �the sale of the grid company and related businesses affect approx 1,100 employees.
The preliminary sales price is calculated as EUR 550million  (for 100%) minus EUR 138million (for the 25% that Hamburg has previously paid to VF)


Additional info:
The City of Hb has been granted an option to buy Vattenfall’s 74.9% stake in the Heating business by 2019.�ca 1 100 employees affected


»
Other highlights

« Swedish nuclear availability - continuous improvements from high levels
« DanTysk wind construction progressing
« Customer satisfaction improving

» Successful Winter Olympics sponsoring in Sochi
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Let me highlight a few other events before handing over to Ingrid:

First of all, our investment program in modernizing our nuclear plants in Sweden is bearing fruit with continuous improvements in availability – particularly during this past winter.
As I mentioned earlier we have made an investment push in the wind area – mainly because of the construction of our wind power plant Dan Tysk in the North sea. The first turbines are installed since a few weeks back. On completion DanTysk will be one of our biggest wind project yet – providing up to 400.000 households with electricity.
I m also very pleased that customer satisfaction levels in Sweden and Finland are improving further during the quarter.
Finally I want to highlight our sponsring scheme of the Swedish Olympic team. Being an avid skier myself, and although Norwegian, I am particularly glad about the ski teams success at the recent Winter Olympics.

Now over to you Ingrid.
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Financials
Ingrid Bonde, CFO

7 Vattenfall Q1 results | Press conference | 29 April 2014




Q1 2014 Financial highlights

SEK billion Q1 2014 Q1 2013

Net Sales 45.9 49.7
EBITDA 16.6 15.8
EBIT 11.8 10.8
Underlying EBIT* 9.1 11.7
Financial items, net -1.7 -2.5
Profit after tax 8.2 6.2
Cash flow (FFO) 10.8 12.6
Cash flow after change in working capital 7.5 4.8
Net debt 85.7 99.5
Adjusted net debt 147.3 152.1
FFO/Adjusted net debt (%) 20.4 22.6
Adjusted net debt/EBITDA (times) 3.3 3.3

* Underlying profit: EBIT excluding Items affecting comparability

8 Vattenfall Q1 results | Press conference | 29 April 2014
VATTENFALL =
-


Presentatör
Presentationsanteckningar
Some of the numbers for 2013 have been restated compared with previously published information in Vattenfall’s Interim reports and Annual Report for 2013. This is due to the new accounting rules – IFRS 11 – regarding ”Joint Arrangements” which means that our 50% owned nuclear plant Krümmel in Germany, is now classified as a ”joint operation”. Previously Krümmel was accounted for according to the equity method. The change mainly affected net debt which decreased by approx SEK 8bn and nuclear provisions increased by the same amount. Hence adjusted net debt was virtually unchanged. Full information on the restatements are provided in Note 4 to the report, on page 30-31.


Net sales decreased by 7.7% to 45.9 billion SEK mainly due to lower average electricity prices achieved and lower generation volumes and lower heat and gas sales volumes. 
EBITDA increased by 5.1% to 16.6 billion SEK
Reported EBIT increased by 9.2% to 11.8 billion SEK, mainly due to capital gains. 
Underlying EBIT decreased by 22.1% to 9.1 billion SEK. In short, this is explained mainly by lower average electricity prices achieved, lower generation volumes and lost earnings contribution from divested operations. 
Net financial items amounted to minus 1.7 billion, approx. 0.8 bn higher than 2013, manily due to negative profit/loss items from 2013, including the impairment of Vattenfall’s shareholding in the Polish energy company Enea S.A. and the financial settlement for 2012 from the Swedish Nuclear Waste Fund. 
Profit after tax improved by SEK 2 billion, mainly owing to capital gains, improved net financial items and a lower tax charge.
Funds from operations (FFO) decreased by SEK 1.8 billion. The decrease is mainly attributable to lower electricity prices achieved and lower volumes. This was slightly compensated by lower paid tax in Sweden and Germany. 
Cash flow afterchange in working capital increased by 2.7 billion SEK. 
Net debt decreased by 13.3 billion SEK, mainly due to the asset divestments during the quarter (totalling 9.1 billion SEK), and a reclassification of interest-bearing liabilities to equity (3.0 billion SEK) in connection with the sale of the electricity grid operation in Hamburg. 
Adjusted net debt decreased by 15.3 billion SEK.



Development of underlying EBIT Q1 2014

SEK billion
-1.5
-0.9 0.3
+0.1 e
[

Excluding

exchange effects
Opex decreased
by SEK 0.4

Underlying EBIT 2012  Electricity price Electricity volume Opex EBIT impact of  Underlying EBIT 2013

divestments
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In total, the underlying EBIT decreased by 2.6 billion to 9.1 billion SEK (11.7), which is mainly explained by the following: 
Lower achieved prices had a negative impact of 1.5 billion 

Lower generation volumes had a negative impact of 0.9 billion

Opex decreased by 0.4 billion (if exchange effects are excluded)
Vattenfall has successfully cut its costs by more than 9 billion SEK since 2010 and the ongoing cost-savings programme totalling 4.5 billion SEK for the years 2014-2015 is on track, which compared with the cost base in 2010 would entail a cost reduction of 25% by year-end. 

Lost earnings contribution from divested operations – mainly electricity distribution Hamburg - had a negative impact of 0.3 billion. 



One-off divestments boosted cash flow

SEK billion

Cash flow from Maintenance Free cash flow Growth Investments Divestments, net Cash flow before
operating activities Investments financing activities
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Total proceeds from divestments was 9.1 billion SEK, minus cash and cash equivalents in divested companies of 0.3 billion SEK, net divestments was 8.8 billion SEK. 



Breakdown per operating segment

Nordic

SEK billion Q12014 | Q12013 | Change,% FY 2013
External net sales 13.5 14.9 -9.2 52.3
Underlying EBIT 4.4 6.0 -26.4 14.8
Electricity generation,

TWh 25.3 25.5 -5.8 325
Number of FTE 8,400 8,392 0.1 8,395
Continental/UK

SEK billion Q12014 | Q12013 | Change,% FY 2013
External net sales 32.3 34.8 -7.0 119.8
Underlying EBIT 4.9 6.1 -20.3 14.7
Electricity generation,

TWh 24.8 26.6 -8.4 82.6
Number of FTE 21,045 22,603 -6.9 21,811
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While underlying EBIT is at about the same level in Nordic and Continental/UK, external net sales are much higher in Continental/UK.
This is primarily explained by:�- Gas sales in Continental/UK (none in Nordic)�- Much higher heat sales in Continental/UK vs Nordic�- Higher electricity prices towards end customers i.a. due to the EEG surcharge (6.2 cent /KWh)
- In the Nordic’s part of electricity sales to NordPool are eliminated to avoid double counting

AOT  - the results of the cross regional unit Asset Optimisation and Trading (AOT)  results are allocated to the Nordic and Continental/UK respectively.


Nordic
External net sales decreased by 9.2%, or 1.4 billion mainly attributable to average lower prices achieved and lower sales of electricity and heat as a result of warmer weather. 
Underlying operating profit decreased by 26.4%, or 1.6 billion mainly explained by a smaller gross margin as a result of lower prices and sales of electricity and heat. 

Continental/UK
External net sales decreased by 7%, or 2.5 billion mainly attributable to lower prices achieved, lower production volumes and lower sales heat and gas as a result of warmer weather. The sales of electricity grid operation in Hamburg and the Amager combined heat and power station decreased net sales by a combined total of SEK 1.7 billion. 
Underlying operating profit decreased by 20.3%, or 1.2 billion SEK mainly due to a smaller gross margin. The sale of the electricity grid operation in Hamburg accounted of 0.3 billion SEK of the decrease. 


SEK billion Q1 2014 Q1 2013 Change, % FY 2013

15.7
3.1
4.6
4.4

27.8

Electricity generation -15.4
CHP/Heat 0.6 0.3 69.3
Electricity networks 0.8 0.7 14.2
Other 0.9 0.8 12.5
TOTAL 5.3 5.3 -

* Total capex in line with Q1 2013
* Wind power accounts for the highest share within electricity generation (1.2bn)
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Investments in wind power increased in connection with the construction and installation of turbines at the 288 MW DanTysk offshore wind farm in Germany. 
The increase in fossil-based investments in CHP/heat is attributable to the replacement investment that has begun for the combined heat and power plant in Berlin, where older plants are being replaced by new, more efficient gas-fired power plants.


The commissioning of Moorburg in Hamburg has been delayed due to cracks in the reheater. Commissioning is now planned for December 2014 (unit B) and March 2015 (unit A)


Hedge ratios and prices as per 31 March 2014

% hedged of planned electricity production
120

100
100

80

= Nordic
m Continental Europe
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40

20

2014 2015 2016

Hedge prices
EUR/MWh 2014 2015 2016
40 38 36

Nordic region

Continental Europe 50 44 39
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Compared with 31 Dec 2013 slightly higher hedge ratio for 2016.
Hedge price levels are lower, however

Plus comment that we do not hedge 100% in Nordics due to hydro volatility  - we do not want to be overhedged


Financial targets and outcome

Return on Capital Employed 9% -1.7%
(ROCE) (8.4% excl. IAC¥)
Net debt/Equity 50-90% 58.8%
FFO/Adjusted net debt 22-30% 20.4% LTM**

* |AC = Items affecting comparability

** LTM = Last twelve months
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Decreased debt

SEK billion

200
180
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140

120

100 mmm Gross debt

mm Net debt
——Adjusted net debt

80
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0

Compared with 31 December 2013, net debt decreased by SEK 13.3bn to SEK 85.7bn mainly due to the sales of the
electricity grid operation in Hamburg, the minority interest in Enea S.A.,the Danish Amager CHP plant, the German energy
consultancy business (together totalling SEK 9.1 billion), and the aforementioned reclassification of interest-bearing liabilities
to equity (SEK 3.0 billion). Adjusted net debt decreased by SEK 15.3 billion. For calculation of adjusted net debt, see
Appendix slide 21.
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Total interest-bearing liabilities decreased by SEK 4.9 billion compared with the level at 31 December 2013. The decrease is mainly attributable to a reclassification of SEK 3.0 billion from interest-bearing liabilities to equity in connection with the sale of the electricity grid operation in Hamburg, and amortisation of external loans.
Net debt decreased by SEK 13.3 billion, mainly due to the sales of the electricity grid operation in Hamburg, the minority interest in Enea S.A., the Amager combined heat and power station and the German engineering business (together totalling SEK 9.1 billion), and the aforementioned reclassification of interest-bearing liabilities to equity (SEK 3.0 billion).
Adjusted net debt decreased by SEK 15.3 billion.


Continued strong liquidity position

As of 31 March 2014

Cash and cash equivalents 13,159
Short term investments 22,142
Reported cash, cash equivalents & short term 35,301
investments

Unavailable liquidity* -5,959
Available liquidity 29,342
Committed credit facilities MSEK

RCF (maturity Jan 2016) 2,550 MEUR 22,818
Total undrawn 22,818
Within 90 days 13,913
Within 180 days 14,029

* German nuclear "Solidarvereinbarung” 3,028 MSEK, Margin calls paid (CSA) 1,970 MSEK, Insurance” Provisions for claims outstanding” 780 MSEK and Margin accounts 181 MSEK

** Excluding loans from minority owners and associated companies
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The increase in cash and cash equivalents, and short-term investments is mainly attributable to the sales of the electricity grid operation in Hamburg, the minority interest in the Polish company Enea S.A., the Amager combined heat and power station in Denmark, and Vattenfall Europe Power Consultant GmbH (together totalling SEK 9.1 billion).


Breakdown of gross debt

Total debt 31 March 2014: SEK 122bn (EUR 14bn) Debt issuing programmes Size Utilization
External market debt (SEK 90bn) (MEUR) (MEUR)

. EUR 15bn Euro MTN 15,000 7,646
Hybrid
Bank loan S
) capital; 7.3
and gtgers, | EUR 2bn Euro CP 2,000 0,120
Margin \ SEK 15bn Domestic CP 1,676 0
calls; 1.6

Total 18,676 7,766

PV of

liability . )
pertaining to  All public debt issued by Vattenfall AB
isiti Bonds .
acq“{':,'t"’" issues « The debt portfolio has no currency exposure that has an
s under impact on the income statement. The debt in foreign
14.9 EMTN- currency is either swapped to SEK or booked as hedge
rogramme; i i i
Liabilties to P 958_6 against net foreign investments
minority « No structural subordination
shareholder;
9.6
Liabilities to
assoc.
Companies;
1.9
Commercial
paper; 0.9
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Vattenfall debt maturity profile

MSEK

Includes deferred payment
40 000 for shares in N.V. Nuon Energy
July 2015:2,071.3 MEUR

= Maturity profile mUndrawn back-up facilities
30000 / Hybrid capital
20 000

10000 -

2014 2016 2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038

These figures differ from the reported interest bearing liabilities as loans from associated companies, minority owners,

margin calls received (CSA) and valuation at fair value are excluded and currency derivatives for hedging debt in foreign
currency are included.

e 31 Mar 2014 31 Dec 2013

Duration (years) 3.1 2.9
Average time to maturity (years) 5.7 5.7
Average interest rate (%) 3.6 3.5
Net debt (SEK bn) 85.7 99.0*

* Restated compared to earlier published information due to new accounting rules from 2014 according to IFRS 11.
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Reported and adjusted net debt

Reported net debt Mar 31 | Dec 31 Adjusted net debt Mar 31 | Dec 31
(SEK billion) 2014 2013 (SEK billion) 2014 2013

Hybrid capital

Bond issues and commercial papers
and liabilities to credit institutions

Present value of liability pertaining to
acquisition of subsidiaries

Liabilities to associated companies
Liabilities to minority shareholders
Other liabilities

Total interest-bearing liabilities

Reported cash, cash equivalents &
short-term investments

Loans to minority owners of foreign
subsidiaries

Net debt

-8.9

-75.1

-18.2

0.6

-85.7

-8.8

-78.1

-17.9

-1.7*

-12.4

-7.5

-126.5*

27.3

0.1

-99.0*

* Restated compared to earlier published information due to new accounting rules from

2014 according to IFRS 11.

** Of which: German nuclear "Solidarvereinbarung” 3.0, Margin calls paid (CSA) 2.0,
Insurance “Provisions for claims outstanding” 0.8, Margin accounts 0.2
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Total interest-bearing liabilities
50% of Hybrid capital

Present value of pension obligations
Mining & environmental provisions
Provisions for nuclear power (net)
Cross currency swaps

Margin calls received

Liabilities to minority owners due to
consortium agreements

= Adjusted gross debt

Reported cash, cash equivalents &
short-term investments

Unavailable liquidity

= Adjusted cash, cash equivalents
& short-term investments

= Adjusted net debt

-121.6
4.5
-34.7
-12.0
-27.5
1.3
2.0

11.3

-176.6

35.3

-6.0**

29.3

-147.3
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-126.5*
4.4
-35.5
-11.8
-28.1*
1.2

2.2

10.9

-183.1

27.3

20.5

-162.6
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