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Risks skewed to the downside

Event

= MVV’s share price has responded positively to the announcement of GDF
Suez as a new shareholder. This contradicts our view that GDF's shareholding
may be a share overhang. Moreover, the operating performance in 1Q was
weak, which we think rules out any positive earnings surprise for the full year.
Consequently, we downgrade our rating from Neutral to Underperform.

Impact

= Share overhang in place: GSZ has recently unmasked a 6.3% stake in MVV,
which was hidden behind a financial derivatives contract. We believe GSZ has
acted as a pure financial investor and can hardly realize a strategic value in
this shareholding. As such, we believe GSZ could become a seller of the stock.

= Weak 1Q makes full-year targets challenging: MVV’s 1Q adjusted EBIT
was down 19%, due to extraordinarily mild weather conditions and a power
plant outage. We believe management’s guidance (“single-digit EBIT decline”)
is attainable, but challenging.

= Valuation is high, but a PER premium is justified: MVV is trading at a
2013E PER of 18x, at a considerable premium to the EU utilities sector’s
multiple of 10x (based on our estimates). We flag that the company’s
defensive and diversified business model justifies a valuation premium.
However, our DCF value of €24 suggests a fair PER of 16x, and a theoretical
PER based on DDM works out to 17x even after assuming earnings growth
until 2015, when current growth investments become operational.

Earnings and target price revision

* No change.

Price catalyst

= 12-month price target: €24.00 based on a DCF methodology.

= Catalyst: Commodity prices & generation spreads, changes in shareholder
structure, operating performance

Action and recommendation

= We have frequently highlighted MVV’s earnings resilience even in the current
difficult macroeconomic environment, medium-term investment driven
earnings growth and a generally supportive political environment for the
company. All these factors support our DCF-based target price of €24 and, in
our view, explain the significant valuation premium to the EU utilities sector.

* The recent positive share price reaction following the revelation of GSZ's small
stake in MVV, however, represents a downside risk for the share price, in our
view. Moreover, the tough 1Q has made management'’s full-year targets
challenging, so we believe earnings risks for the full year are skewed to the
downside.

= The stock currently trades 13% above our unchanged target price of €24.
Consequently, we downgrade our rating from Neutral to Underperform.

Please refer to the important disclosures and analyst certification on inside back cover of this document, or on our
website www.macquarie.com.au/disclosures.
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Weak 1Q — Meeting full-year earnings guidance has become challenging

Figl 1Q11/12 results overview

1Q2011/12 1Q2010/11 | Change

EUR m Actual Macq (e) | Pro forma Y-0-Y | Comment

Adjusted EBITDA 114.0 113.1 139.0 -18%

Generation, Infrastructure 37.0 36.0 37 0% | Warm weather, coupled with higher
network fees

Trading, portfolio management 3.6 4.3 14 -73% | GKK outage cost: >~€10m, low CDS

Sales & services 14.1 15.0 20 -30% | warm weather: gas sales -21% YoY,
district heating -17% YoY

Strategic investments 16.3 16.8 19 -16% | warm weather

Others 34 3.0 1 200%

Adjusted EBIT 74.3 75.1 91.3 -19%

Interest result -14.4 -13.5 -14.2 1%

Taxes -7.9 -8.5 -22.0 -64%

Minorities -3.3 -2.0 -6.3 -47% | Compensation for GKK minorities

Net profit 11.3 16.1 41.0 -72%

EPS 0.17 0.24 0.62 -712%

Adjusted net profit 37.3 39.9 44.8 -17%

Adjusted EPS 0.57 0.61 0.68 -17%

Source: Company data, Macquarie Research, February 2012

MVYV faced a tough 1Q2011/12 (October—December 2011). The two main effects were:

= Mild weather conditions: Due to warm weather conditions, heating degree days declined by 17%
compared with 1Q10/11. Hence, adjusted EBIT in Sales & Services declined by almost 30%.
Strategic investments, which bundle several participations in local utilities also weighed on the
quarter's performance, with EBIT dropping 18% YoY. MVV did not quantify the earnings impact of
the weather conditions, but the earnings decline in both divisions (€9m) provides a good indication
in this respect.

= €10m one-off costs due to the GKK plant outage: The GKK power plant outage in Kiel
triggered (operating) one-off cost of “slightly above €10m”, which was marginally more than we
had anticipated. As a result, adjusted EBIT of the Trading & Portfolio management division, which
includes the earnings impact of generation prices and volumes, fell to €4m.

All'in all, adjusted EBIT was down 19% to €74m, which was slightly below our expectations. The
main factor was the abovementioned power plant outage, which accounts for almost 60% of this
decline (55%).

Fig 2 Meeting full-year guidance has become challenging

Guidance
EUR m FY 2010/11A FY 2011/12E +/-% (15 Feb 2012)
Revenues 3,615 3,691 2.1% slight increase
adjusted EBIT 242 226 -6.7% slight (single-digit) decline

Source: Company data, Macquarie Research, February 2012

Management has reiterated its expectation of a “single-digit €-adjusted EBIT decline” for FY2011/12.
The weak 1Q (-19% or -€17m) has made this a challenge. However, we flag that the main drags on
earnings were specific to 1Q.

Even assuming normalized operating conditions and a flat EBIT for Q2-4, MVV would still come in at
the low end of its full-year target (a 9.9% EBIT decline means -€24m EBIT). However, 2Q has been
comparably cold so far, and tariff increases should have slightly positive earnings impact as well. We
therefore stick to our full-year EBIT estimate of €226m (-7%), but see little upside risk if any.

Revealing of GDF Suez’s stake indicates share overhang

On February 08, 2012, GDF Suez (GSZ FP, €19.82, Outperform, TP: €28.00, Atallah Estephan)
revealed the ownership of a 6.3% stake in MVV Energie, following the expiry of a financial derivatives
contract. GDF Suez hasn't commented further on its intention — whether it plans to keep this stake,
offload it, or buy more shares.

As we have outlined before, we assume that GSZ bought the direct and indirect stakes in 2007, and
the expiry of the derivatives contract merely unmasked this. To us, this means that GSZ has acted as
a pure financial investor so far.

22 February 2012



Macquarie Research MVV Energie

Fig 3 Shareholder structure - MVV

GDF Suez Free Float
6% 12%

EnBW
15%

Rheinenergie
16%

City of Mannheim
51%

Source: Company data, Macquarie Research, February 2012

Mannheim to keep majority control over MVV: In response to GDF Suez’s announcement, the
mayor of Mannheim and head of MVV'’s supervisory board, Dr. Kurz, reiterated that the majority
stake in MVV is “part of the city’s identity”. As such, we think there’s little chance of any of the
free-float investors gaining control over MVV — or sell its stake at a strategic premium on top
of the current share price.

Revealing of GDF Suez's stake indicates a share overhang: We believe GDF Suez’s
announcement indicates a share overhang for the following reasons:

» The small shareholding with a market value of ~€100m has little rationale for GSZ going forward.

» |f GSZ wanted to increase its stake, it could easily get in touch with the other MVV shareholders,
especially EnBW (15%) and Rheinenergie (16%) — without unmasking its own shareholding.

= |f GSZ was considering selling its 6% stake, it made sense to show its stake to the investment
community and potentially sell if it found the price attractive.

Fair value remains at €24 —a premium to the sector PER is justified

MVV'’s current share price implies a PER 2012/13E of 18x, compared with the current EU utilities
sector PER of 10x. We flag that:

= MVV’s fair PER would also be 10x, assuming a theoretical growth rate of 3% in dividends (this
translates from 8.5% RoE times 40% payoult ratio).

= |f we apply our estimated EPS 2011-15 CAGR of 5.8%, we end up with a fair PER of 17x. Our
2015E EPS already includes the earnings impact from the €250m growth investment in Plymouth.

= Our DCF-based fair value implies a fair PER of 16x.

Fig 4 Fair PER derived from dividend discount model

2012/13 2012/13
(at theoretical growth rate) (at estimated 2011-15 CAGR)
P (current share price) 27.1 27.1
D (Dividend) 0.90 0.90
E (Earnings) 1.50 1.50
ROE (return on equity %) 8.3% 8.3%
k (required return %) 9.4% 9.4%
g (growth rate in dividends %) | 3.3% 5.8%)
The dividend discount model's results
P =D/(k-Qg) 15 26
k=(DIP)+g 6.6% 9.2%
P/E = (DIE)/(k - g) | 9.9 17.2]
PE ratio (market price) 18.1
PE ratio (DCF-based target price) 16.0

Source: Macquarie Research, February 2012
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Important disclosures:

Recommendation definitions

Macquarie - Australia/New Zealand

Outperform — return >3% in excess of benchmark return
Neutral — return within 3% of benchmark return
Underperform — return >3% below benchmark return

Benchmark return is determined by long term nominal
GDP growth plus 12 month forward market dividend
yield

Macquarie — Asia/Europe

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie First South - South Africa
Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie - Canada

Outperform — return >5% in excess of benchmark return
Neutral — return within 5% of benchmark return
Underperform — return >5% below benchmark return

Macquarie - USA

Outperform (Buy) — return >5% in excess of Russell
3000 index return

Neutral (Hold) — return within 5% of Russell 3000 index
return

Underperform (Sell)— return >5% below Russell 3000
index return

Volatility index definition*

This is calculated from the volatility of historical
price movements.

Very high—highest risk — Stock should be
expected to move up or down 60-100% in a year
— investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors should
be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30—40% in a year.

Low—medium — stock should be expected to
move up or down at least 25-30% in a year.

Low — stock should be expected to move up or
down at least 15-25% in a year.
* Applicable to Australian/NZ/Canada stocks only

Recommendations — 12 months

Note: Quant recommendations may differ from
Fundamental Analyst recommendations

Recommendation proportions — For quarter ending 31 December 2011

AU/NZ Asia RSA
Outperform 56.59% 65.60%  54.55%
Neutral 33.45% 20.55%  38.96%
Underperform 9.96% 13.85%  6.49%

Company Specific Disclosures:

USA CA EUR
44.53%  75.28%
50.20%  22.47%
5.27% 2.25%

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals, property
revals, appraisal value uplift, preference dividends &
minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit /average
total assets

ROE = adjusted net profit / average shareholders funds
Gross cashflow = adjusted net profit + depreciation
*equivalent fully paid ordinary weighted average
number of shares

All Reported numbers for Australian/NZ listed stocks
are modelled under IFRS (International Financial
Reporting Standards).

49.46% (for US coverage by MCUSA, 10.53% of stocks covered are investment banking clients)
32.36% (for US coverage by MCUSA, 10.96% of stocks covered are investment banking clients)
18.18% (for US coverage by MCUSA, 0.44% of stocks covered are investment banking clients)

Sal Oppenheim jr & Cie KGaA and/or its affiliated entities received compensation for investment banking services from MVV Energie AG in the last 12

months.

Important disclosure information regarding the subject companies covered in this report is available at www.macquarie.com/disclosures.

Analyst Certification:

The views expressed in this research accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The
analyst principally responsible for the preparation of this research receives compensation based on overall revenues of Macquarie Group Ltd ABN 94
122 169 279 (AFSL No. 318062) (MGL) and its related entities (the Macquarie Group) and has taken reasonable care to achieve and maintain
independence and objectivity in making any recommendations.

General Disclaimers:

Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital Markets Canada Ltd; Macquarie Capital Markets North America
Ltd; Macquarie Capital (USA) Inc; Macquarie Capital Securities Ltd and its Taiwan branch; Macquarie Capital Securities (Singapore) Pte Ltd;
Macquarie Securities (NZ) Ltd; Macquarie First South Securities (Pty) Limited; Macquarie Capital Securities (India) Pvt Ltd; Macquarie Capital Securities
(Malaysia) Sdn Bhd; Macquarie Securities Korea Limited and Macquarie Securities (Thailand) Ltd are not authorized deposit-taking institutions for the
purposes of the Banking Act 1959 (Commonwealth of Australia), and their obligations do not represent deposits or other liabilities of Macquarie Bank
Limited ABN 46 008 583 542 (MBL) or MGL. MBL does not guarantee or otherwise provide assurance in respect of the obligations of any of the above
mentioned entities. MGL provides a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital
Securities (Singapore) Pte Ltd for up to SGD 35 million. This research has been prepared for the general use of the wholesale clients of the Macquarie
Group and must not be copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you must not use or
disclose the information in this research in any way. If you received it in error, please tell us immediately by return e-mail and delete the document. We
do not guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other person. MGL has
established and implemented a conflicts policy at group level (which may be revised and updated from time to time) (the "Conflicts Policy") pursuant to
regulatory requirements (including the FSA Rules) which sets out how we must seek to identify and manage all material conflicts of interest. Nothing in
this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any transaction. In
preparing this research, we did not take into account your investment objectives, financial situation or particular needs. Macquarie salespeople, traders
and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions which are contrary to the
opinions expressed in this research. Macquarie Research produces a variety of research products including, but not limited to, fundamental analysis,
macro-economic analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ from
recommendations contained in other types of research, whether as a result of differing time horizons, methodologies, or otherwise. Before making an
investment decision on the basis of this research, you need to consider, with or without the assistance of an adviser, whether the advice is appropriate
in light of your particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities
can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of

the investment. This research is based on information obtained from sources believed to be reliable but we do not make any representation or warranty
that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions in it. Opinions expressed are subject
to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, indirect, consequential or other loss arising
from any use of this research and/or further communication in relation to this research. Clients should contact analysts at, and execute transactions
through, a Macquarie Group entity in their home jurisdiction unless governing law permits otherwise. The date and timestamp for above share price and
market cap is the closed price of the price date. Close Price is the final price at which the security is traded in the relevant exchange on the date
indicated.

Country-Specific Disclaimers:

Australia: In Australia, research is issued and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947), a participating organisation of the
Australian Securities Exchange. New Zealand: In New Zealand, research is issued and distributed by Macquarie Securities (NZ) Ltd, a NZX Firm.
Canada: In Canada, research is prepared, approved and distributed by Macquarie Capital Markets Canada Ltd, a participating organisation of the
Toronto Stock Exchange, TSX Venture Exchange & Montréal Exchange. Macquarie Capital Markets North America Ltd., which is a registered broker-
dealer and member of FINRA, accepts responsibility for the contents of reports issued by Macquarie Capital Markets Canada Ltd in the United States
and sent to US persons. Any person wishing to effect transactions in the securities described in the reports issued by Macquarie Capital Markets
Canada Ltd should do so with Macquarie Capital Markets North America Ltd. The Research Distribution Policy of Macquarie Capital Markets Canada
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