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Key rigures

2003/04 2002/03 Change 2001/02 2000/01 1999/00
%

Sales
Electricity
Electricity sales valumes GWh 10,442 9,656 8.1 8,624 7,773 8,826 )
Electricity revenues EUR m 659.7 608.1 8.5 556.5 549.2 592.3
Gas
Gas sales volumes? m m3 716 1,072 -332 1,895 1,322 1,336
Gas revenues! EUR m 258.5 304.1 -14.7 417.2 343.8 254.9
Heating
Heating sales volumes GWh 967 877 10.3 786 721 712
Heating revenues EUR m 47.4 42.0 128 36.5 341 26.8
Water
Water revenues? EURmM 119.2 214 - 18.7 17.7 17.5
fncome statement
Sales revenues EUR mM 1,207.3 1,082.1 1.6 1,113.9 1,014.7 948.1
EBITDA EURm 297.6 227.5 30.8 250.0 243.9 255.3
EBITDA margin % 246 21.0 - 224 24.0 269
Operating result {EBIT) EUR m 114.6 102.5 11.8 127.9 121.0 119.4
EBIT margin % 9.5 9.5 ~ 1.5 1.9 12.6
Result before tax EUR m 135.9 145.4 -6.5 137.6 126.3 127.4
Group net result EUR m 174 102.6 14.5 89.5 87.8 94.5
Earnings/share EUR 3.08 2.73 12.8 2.39 2.56 278
Balance sheet
Balance sheet total EURm 3,732.0 2,993.8 24.7 2,803.9 2,488.6 2,215.0
Equity EUR m 1,555.7 1,160.2 341 1,064.7 1,013.0 849.9
Equity ratio¥ % 41.7 388 - 380 40.5 384
Net debt EUR m 4293 3470 23.7 4419 3421 269.2
Gearing3 % 27.6 29.8 - 415 33.8 31.7
Cash flow and investments
Cash flow from
operations EUR m 242.6 2132 13.8 263.9 190.1 207.0
Investments in tangible ‘
assets EUR m 168.8 228.0 -26.0 161.7 157.7 177.3
Employees
Number of employees Average 2,608 2,317 128 2,199 2,204 2,221
EBIT/employee TEUR 43.9 443 -0.9 58.2 54.9 53.7
Value added
Capital employed? EUR m 2,896 .4 2,2295 29.9 2,066.2 1,802.8 1,626.6
Return on equity (ROE)3 % 8.7 8.3 - 8.7 9.4 11.3
Return on capital /
employed (ROCE)? % 6.2 6.2 - 6.0 6.4 7.5
Dividend/share EUR 0.954 0.75 26.7 0.70 0.70 0.73 .

W From January 1, 2003, excluding gas trading and sales to large customers following transfer to EconGas.

2 Acquisition and consolidation of the WTE Group as at Gctober 1, 2003,

3 The redefinition of equity (addition of minority interests) as contained in 1AS 1, requires corrections to the affected figures for the previous years.
4 Proposal to the AGM
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EVN's wark force constitute the foundation stone for the Group’s success. They also represent
the basis for the progress made in the past financial year, during which EVN completed the
step from regional supplier to international group with an extensive portfolio of energy,
infrastructure and environmental services. Against this backdrop, the design concept of the
current Annual Report portrays the scope of Group activities, while simultaneously lending
EVN a human aspect, which is a vital element in customer services within every husiness area.

The illustrations were designed and implemented by the Austrian artist and graphic designer,
Alexander Rendi, who has thus continued his long-running series of creative solutions for the

EVN Annual Report.

Key Figures
Highlights 2003/04
Company Profile
Foreword
Corporate Governance
Corporate Bodies
Strategy
Bulgaria, a market with a future
The EVN share
Human Resources
Sustainability as a long-term corporate concept
Research & Development
Risk Management
The 2003/04 Financial Year
Management Report
Legal framework
General economic environment
Energy sector environment
Overall business development
Qutlook
The Individual Business Areas
Electricity
Gas
Water
Heating, waste incineration and other services
Consolidated Financial Statements according to IFRS
Balance sheet
income statement
Cash flow statermnent
Changes in equity
EVN Group investments
Notes
Auditors' Report
Reporting concerning the 4t quarter 2003/04
Report of the Supervisory Board
Glossary
The EVN Group

Key figures

front flap
1

2
4
10
12
18
20
26
32
34
36
38

42
44
45
46
53

56
60
63
66
72
74
75
76
77
78
81
109
110
111
112

back flap




Highlights 2003/04

>> Sales revenues EUR 1,207.3 m +11.6%
> EBITDA EUR 297.6 m +30.8%
> EBIT EUR 114.6 m +11.8%
> Group net result EUR 117.4 m +14.5%
> Earnings/share EUR 3.08 +12.8%
> Dividend/share EUR 0.95" +26.7%

> Sizeable contributions from water and waste business.

> Majority holdings purchased in two Bulgarian electricity supply
companies.

> Strong growth in the water sector with WTE projects in Croatian,
Russian and Polish cities

> EVN to build waste incineration plant in Moscow.
> “Austrian electricity solution” gets the green light from Brussels.

> Successful capital increase: 3.3 million new shares placed both
nationally and internationally.

" Proposal to the AGM

Highlights 2003/04
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EVN: a leading energy,
water and infrastructure
services group

EVN is a leading, listed Austrian energy and services group with headquarters in Lower
Austria, the nation’s largest federal province. The Group provides its customers with electrici-
ty, gas, heating, water, waste incineration and related services on a one-stop shop basis by
means of highly modern infrastructure.

As a growth-oriented company, EVN is endeavouring to share in the dynamic growth poten-
tial offered by the CEE states. By obtaining majority holdings in two regional electricity sup-
ply companies in south-eastern Bulgaria, EVN successfully participated in the privatisation of
the country’s electricity industry.

Via a network of fully-owned subsidiaries, EVN is also active in the areas of water and waste
incineration within Austria and eleven other CEE states.

As a result of the realisation of synergy effects between the various business areas within
the Group, sustainable value is to be created in the interests of EVN's shareholders, cus-
tomers and employees.

EVN Group business areas

Heating

Water Waste incineration Telecommunications Services

Company Profile




Foreword

Success witn energy ang
intrastructure se
jed turope

Marked increases in EBIT, net
result and dividend

The south-east Bulgarian
region

High growth potential

ryices in an

Ladies and gentlemen,

For the EVN Group and you as a shareholder, the 2003/04 financial year was highly success-
ful. Not only the figures represent proof of an effective strategy. During the last twelve
months we also succeeded in making decisive progress towards the securing of further
profitable growth for our Group through the purchase of the water services company, WTE,
the start of waste incineration in Lower Austria, the internationalisation of water and waste
incineration business and the successful participation in the Bulgarian privatisation.

Very solid result in 2003/04 despite competitive pressure and high energy prices
In spite of relatively unfavourable general conditions, during the period under review we
again succeeded in surpassing the good figures of the previous year. Mainly on the basis of
the contributions from waste incineration and the project business of our new subsidiary
WTE, overall sales revenues rose by 11.6% to EUR 1,207.3 m. This meant that for the first
time, the EVN Group also attained substantial earnings outside Lower Austria. At the same
time, the continuing negative influence emanating from high energy prices was at least par-
tially counterbalanced. On this platform, we were again able to improve both the operative
and Group net results.

Against this background, the dividend for the 2003/04 financial year should be increased by
26.7% to EUR 0.95.

Take-over of two Bulgarian electricity suppliers

One decisive step forward with regard to further company development was recently achieved
with EVN's take-over of the “South-East Company Group” in the course of the privatisation
of the Bulgarian electricity industry. This group includes two power companies, one based in
Plovdiv, Bulgaria’s second largest city, and the second in Stara Zagora. All in all, the south-
eastern region has an area of around 42,000 km?, roughly the same size as Switzerland, and
supplies some 2.8 million people with an annual power demand of approximately 6,600 GWh.
The signing of the contracts of purchase took place in Sofia at the end of October 2004.

Apart from a trebling of the number of our electricity customers and a doubling of the
extent of our networks, above all, this purchase provides EVN with access to the growth
potential of the Bulgarian economy and power industry. In this extremely dynamic market,
EVN has an excellent chance of gradually offering other energy and infrastructure services in
line with the successful pattern established in Lower Austria.




Growth leap in the water business area - EVN now Austria’s largest, private
supplier of water services

Acquisition of the WTE Group  During the period under review, we were able to consolidate our market position and activi-

and NOVUM ties in the water business area. This development was initiated at the beginning of the

financial year with the acquisition of the German WTE Wassertechnik GmbH, which was fol-
lowed by the purchase of the remaining 50% stake in NOVUM in December 2003. While
the WTE Group plans, builds, finances and operates municipal and industrial water and
wastewater installations and has been successful with this range in the CEE markets for
many years, with NOVUM we were able to integrate the largest private operator of waste-
water treatment plants in Austria into our Group. Following the purchase of evn wasser in
2001, we have now succeeded in establishing ourselves as a complete supplier in the water
business sector.

-Foreword

Attractive international  The probity of this approach was already confirmed during the period under review by sever-
projects  al international projects. These include orders for a drinking water supply plant for Moscow,
a wastewater treatment plant for the city of Szczecin (Stettin) in Poland and the opening of
a new central wastewater treatment plant in Zagreb.

Waste incineration shows high levels of dynamism

Our activities in the waste incineration sector also developed in a highly positive fashion. The
waste incineration plant built by our fully-owned subsidiary AVN at DUrnrohr in Lower Aus-
tria went into full operation as planned on January 1, 2004, and was able to make a positive
contribution to results in its first operational year.

Successful “Waste-to-Energy”  In the meantime, we have succeeded in putting EVN's expertise in the “Waste-to-Energy”
concept  sector to good use in further projects. As the best bidder in an international invitation to
tender, EVN is to build and operate a waste incineration plant with an annual capacity of

330,000 t in the Russian capital of Moscow.




Foreword

Successful capital increase

Green light from Brussels

Increasing demand

Liberalisation and CO; trading

EVN well positioned

With these projects, we have been able to establish curselves in both the water and waste-
water sectors as well as waste incineration as a competent partner for professional environ-
mental services both in Austria and abroad.

Capital increase supports further growth

One important capital measure was completed by EVN in July 2004. Using approved capital,
a total of 3.3 million shares, or around 8.8% of share capital, was placed with existing and
new investors. The issue was clearly oversubscribed and brought revenues of EUR 133.7 m.

EVN will partly use the revenues from the issue for the financing of its entry into the Bulgari-
an electricity industry and partly for the provision of equity for new water and waste pro-
jects. Moreover, investments will be made in Lower Austria and other countries for the
installation of additional generation capacity using thermal and renewable energy.

Restructuring of the Austrian energy market

Following receipt of official approval from the EU Competition Commission, the partner
companies in the “Austrian Electricity Solution”, which apart from EVN include the other
members of the EnergieAllianz and the Verbundgesellschaft, started intensive work on the
fulfilment of the stipulations for the partnership laid down by the Brussels authority. in par-
ticular, the sale of the APC sales company, which was under the majority ownership of Ver-
bundgeselischaft, had to be completed.

In the meantime, all measures stipulated by the EU Commission for the partnership have
been taken, with the result that the only obstacles to the actual implementation of the
"Austrian Electricity Solution” are the detailed negotiations concerning individual contractual
items and approval by the corporate bodies of some of the partner companies. Unfortunate-
ly, a delay has occurred lately due to an ill-judged discussion concerning market price devel-
opments.

We are confident that, following this long approval phase, the “Austrian Electricity Solution”
will make use of the chances offered by the liberalised European electricity markets and thus
emulate the success achieved by EconGas in the gas market.

A demanding environment

The European energy and infrastructure supply sector is confronted by a number of major
challenges. Energy demand continues to rise and in the case of electricity, shows annual
growth of around 2%. However, at the same time, the purchase prices for gas, coal and
electricity remain high. Naturally, coverage is required for this increased demand, whereby in
Europe it must be assumed that generation capacity will either remain unchanged or be
slightly reduced. Against this background further price increases are to be expected up to a
full cost coverage of new investment.

Anather challenge facing the energy industry derives from the inconsistent realisation of the
liberalisation directives of the EU in the individual member states and the imbalanced imple-
mentation of European CO; reduction targets through national allocation planning.

Outlook - steady further development as a platform for sustained success

Cur Group's development and the result of 2003/04 mark the central strategies for the
future adopted by EVN during recent years. They are proof of EVN's correct positioning with
regard 10 the big challenges irrespective of whether these relate to the decision taken at the
beginning of the 1990s to expand our business portfolio into the water and waste incinera-
tion areas, successful consolidation of the Austrian electricity and gas markets against the
backdrop of liberalisation, the expansion of own, flexible power station capacity, or entry
into the Bulgarian electricity sector.




Great potential in new areas
and other countries

With these activities, the foundation has been laid for longer-term growth in new markets
with new products and services and the generation of supplementary income to the benefit
of our shareholders, customers and employees. EVN has thus achieved the transition from
regional supplier to an internationally active group. However, the company is not content to
rest on its laurels, but instead is systematically seeking an active role in the deve\opment‘of
the CEE energy and infrastructure sector with the goal of profiting from the high levels of
dynamism inherent to this economic region. The rapid integration of the acquired companies
will be a priority in this regard.

The relatively modest growth in our traditional domestic market is in sharp contrast to the
sizeable potential in new business areas and other countries. It goes without saying that we
will retain a sense of proportion with regard to the size and competences of EVN, our finan-
cial capacity and the attainment of our financial targets.

Rudolf Gruber
Chairman of the Executive Board

Maria Enzersdorf,
November 2004

Foreword
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Corporate Governan
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Own corporate governance
code

A comprehensive and
transparent framework

Ongoing improvement

Corporate Governance

EVN has had its own Corporate Governance Code since September 2003 and has thus cre-
ated a regulatory framework, which provides shareholders, management and employees
with a transparent and easily understood presentation of the Group's managerial and control
procedures.

Unlike the Austrian Corporate Governance Code, which due to the diversity of the compa-
nies involved, must offer room for manoeuvre in many areas, the Code of Corporate Gover-
nance of EVN AG regulates clearly the areas addressed and only contains obligatory stipula-
tions.

In detail, the EVN Corporate Governance Code orders matters relating to shareholders and
the AGM, the co-operation between the Supervisory and Executive Boards, the Executive
Board (competences and responsibilities, conflicts of interest and own business activities,
remuneration), the Supervisory Board (competences and responsibilities, the appointment of
the Managing Board, committees, conflicts of interest, rermuneration, gualification and com-
position, decision-making powers), transparency and auditing (corporate governance clarity,
accounting and publicity, investor relations, annual financial statement audits). Apart from
maximum internal and external transparency, important aspects include the “one share, one
vote” principle and the allocation of well-defined rules for the composition and selection of
corporate bodies. The stock options area is not regulated, as at present, EVN does not pos-
sess such a remuneration system.

Accordingly, the EVN Code of Corporate Governance meets all the main stipulations of the
Austrian Corporate Governance Code and in only a few areas of detail accounts for special
Group circumstances, which are partiatly of historical origin.

EVN attaches special emphasis to the monitoring of the ongoing development of corporate
governance standards in the capital markets, in order to virtually simultaneously undertake
any required adjustments on the basis of legal developments and both in-house and third
party practical experience. In particular, the standards foreseen in the EU’s Market Abuse
Directive (2003/6/EG) are to be incorporated quickly into the EVN Corporate Governance
Code.

The EVN AG Executive and Supervisory Boards declare compiete compliance with the Code
of Corporate Governance of EVN AG.

An initial, external evaluation of compliance with the Code of Corporate Governance of
EVN AG was carried out for the 2003/04 business year.

The EVN Code of Corporate Governance is available on the investor relations homepage
under www.investor.evn.at/CorporateGovernance.




Réport regarding the evaluation of the declaration of the Executive and Super-
visory Boards of EVN AG, Maria Enzersdorf, concerning compliance with the
Code of Corporate Governance of EVN AG

We have evaluated the declaration of the Executive and Managing Boards of EVN AG,
Maria Enzersdorf, concerning compliance with the Code of Corporate Governance of EVN
AG in the version from September 2003. Adherence to the individual regulations and pub-
lic reporting are the responsibility of the company’s Executive and Managing Boards. Our
task is to issue a report concerning adherence to the individual regulations on the basis of
an evaluation.

We conducted our evaluation in line with the regulations of the international Federation
of Accountants (IFAC) for commissions relating to the completion of agreed audits in the
case of financial information (ISRS 4400). These standards require that the evaluation be
planned and performed in such a manner that reasonable assurance is achieved as to
whether the declaration of the Executive and Managing Boards concerning the observance
of the Code of Corporate Governance of EVN AG are free of material misstatement. The
evaluation mainly consisted of guestioning of the persons responsible, random checks on
adherence to the Code of Corporate Governance of EVN AG and an assessment of the
declarations provided.

During our evaluation, we did not discover any facts that contradicted the declaration of
the Executive and Managing Boards concerning compliance with the Code of Corporate
Governance of EVN AG.

Vienna,
December 13, 2004

KPMG Alpen-Treuhand GmbH
Wirtschaftspriifungs- und Steuerberatungsgeselischaft

Johann Perthold m.p.
Peter Honzak m.p.

Chartered accountants and tax consultants

Corporate Governance



Corporate Bodies

Corporate Bodies

Executive Board

Herbert Pottschacher

Member of the Board

Born 1949, degree in surveying, devel-
opment and environmental planning.
Member of the EVN Board since July
1995. Herbert Pottschacher has execu-
tive responsibility for power stations,
general administration and internal
auditing.
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Rudolf Gruber

Chairman

Born 1933, doctor of law. EVN Chair-
man since January 1968 (1968 —~ 1987
NEWAG and NIOGAS). Rudolf Gruber
has executive responsibility for energy
business, business administration, Group
communications and investor relations,
human resources and legal matters.

Peter Layr
Member of the Board

Born 1953, doctor of technical sciences.

Joined EVN in 1978 as an engineer.
Member of the Board since October
1999. Peter Layr has executive responsi-
bility for network operations, technical
engineering and environmental control-
ling.




Supervisory Board

Chairman
Theodor Zeh
Director of the Lower Austrian Chamber of Commerce, ret.

Vice-Chairpersons

Stefan Schenker

Forestry engineer

President of the Austrian Association of Agricultural and Forestry Enterprises

Traude Dierdorf
Mayor of Wiener Neustadt

Members

Walter Aigner

Chairman of the Trades Union Council, Spar Osterreichische Warenhandels-AG,
St. Poiten headquarters

Edgar Flhrer
Chairman of the General Assembly, Waldviertel Hospitals Association (“Waldviertel Klinikum™)
CEO, Stiftung Blrgerspital zu Horn Service-Betriebe GmbH

Norbert Griesmayr
Chairman of the Board, VAV Versicherungs-Aktiengesellschaft

Gottfried Holzer
Chairman of the Lower Austrian Chamber of Agriculture

Reinhard Jordan
Managing partner, Busatis GmbH
Vice-Chairman of the Lower Austrian Chamber of Commerce

Helmut Kriines
CEQ, Austrian Research Centers GmbH (ARC)

Robert Lehner
Head of the Economic Policy Department of the Lower Austrian Chamber of Labour

Franz Madl

Wolfgang Peterl
Mayor of Korneuburg

Gerhard Posset
Secretary, Lower Austrian Executive Committee of the Austrian Trades Union Council

Leopold Richentzky
Mayor of Stockerau

Michaela Steinacker
CEO, Immobilienmanagementgeselischaft des Bundes mbH (until December 31, 2004)
CEO, OBB-Immobilienmanagement GmbH (from January 1, 2005)

Corporate Bodies




Corporate Bodies

14

Employee representatives

Franz Hemm
Chairman of the EVN Central Trades Union Coundil
Vice-Chairman of the Lower Austrian Chamber of Labour

Otto Krupka
Vice-Chairman of the EVN Central Trades Union Council

Rudolf Rauch
Vice-Chairman of the EVN Central Trades Union Council

Friedrich jelinek

Leopold Résel

Peter Ruis

GUnter Stadler (until March 7, 2004)
Manfred Weinrichter

Franz Ziegelwagner (from March 22, 2004)

Environmental Advisory Committee

Siegfried Ludwig
Governor of Lower Austria, ret,
(Chairman)

Wolfgang Berger
Member of the Austrian Administrative Court

Reinhard Dayer
Mavyor ret., National CEO, Naturfreunde Osterreich

Wolfgang Frank
Dr. Frank Management Consulting KEG

Rudolf Friewald
Mayor of Michelhausen
Member of the Lower Austrian provincial parliament

Helmut Frisch

Head of the Institute of Economics and Business Computing, Vienna University of
Technology

Chairman of the National Debt Committee

Albert Hackl
Lecturer, Institute for Process Engineering, Environmental Engineering and Technical
Biosciences, Vienna University of Technology

Walter Hatak
Consuttant

Ernst Hoger
Deputy-Governor of Lower Austria, ret.




Cswald Jahn
Specialist for internal medicine
Head of the EVN occupational medicine service

Herbert Kaufmann
Chairman of the Board, Flughafen Wien AG

Heinz Kaupa
Member of the Board, Verbund-Austrian Power Grid AG

Helmut Kroiss
Head of the Water Quality Management Department, Vienna University of Technology
Chairman of the Austrian Water and Waste Association

Hermann Kihtreiber
Mayor of Zwentendorf

GUnther Leichtfried
Mayor of Wieselburg

Member of the Lower Austrian provincial parliament

Herbert Peninger
Director, Stadtwerke Amstetten, ret.

Adolf Stricker
Executive Chairman, Lower Austrian School Board

Paul Weil
Farmer

Heinz Zimper
District head, Wiener Neustadt District

Employee representatives
Leopold Buchner

Helmut Peter (from March 23, 2004)

Franz Ziegelwagner {until March 22, 2004)

" Corporate Bodies




Krems, Lower Austria

"Atine
nose...

... does not replace the high-precision meas-
urement technology that we use when
checking for leaks in our gas networks.
Nonetheless, an excellent sense of smell and
enthusiasm for the job cannot hurt. Qur cus-
tomers justifiably expect the highest levels of
security and reliability on our part. Accordingly,
all our gas netwaorks are examined regularly
according to the motto, ‘Trust is good, surveil-
lance is better."”

Franz Hintermayer, member of the gas tracing
team, EVN Krems
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Strategy

Multi-service utility with a
complete range

Central and Eastern Europe

Entry into the Bulgarian
energy market

Modern, fiexible power plant

18
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High-quality infrastructure

Strategy

One-stop energy, water and infrastructure services

In the course of the systematic implementation of its multi-service utility concept, during
recent years the EVN Group has completed the transition from being purely an energy com-
pany to a customer-oriented provider of public services. Apart from the integrated supply of
electricity, gas and heat, the company has also been able to establish additional activities in
core business related areas such as water, waste incineration and other infrastructure servic-
es, which possess dynamic growth potential. Harizontal and vertical integration in the elec-
tricity, gas, heat and water areas, where the EVN Group covers the entire value chain from
production to the supply of end customers, provides the company with cost advantages and
EVN customers with a chance to obtain a complete range of energy, water and infrastruc-
ture services on a one-stop shop basis.

Expansion of core energy business in Lower Austria and
other selected markets

Apart from the strengthening and consolidation of its position in the domestic market, EVN
is seeking further expansion in the dynamic growth markets of Central and Eastern Europe.

One EVN success of far-reaching significance was achieved with the acquisition of two elec-
tricity distribution companies in south-eastern Bulgaria. Apart from a trebling of the cus-
tomer basis and a doubling of the size of the network, above all, this purchase enables EVN
to benefit from the growth potential of the Bulgarian economy and energy industry. In this
extremely dynamic market, EVN has an excellent opportunity to offer other energy and infra-
structure services in line with the successful model developed in Lower Austria.

Autonomy of supply

For many years EVN has employed a policy involving the ongoing optimisation of the output,
efficiency and emission levels of its generation capacity and therefore, now possesses a
modern and flexible power plant pool. Apart from increasing the company’s thermal genera-
tion capacity, a special focus of investment is formed by renewable energy sources such as
hydro- and wind power in the electricity generation sector, biomass in the electricity and
heat areas and the energetic use of heat from waste incineration.

Modern supplier of network services

As an operator of electricity, gas, heat, water and telecommunications networks, during
recent years EVN has invested in high-quality, sustainable infrastructure and has thus created
the basis for a functional supply system. Today, EVN is @ modern, highly efficient and reliable
supplier of network services.




EnergieAllianz - no.1in
Austria

Domestic and international
growth

Use of existing know-how for
additional projects

Strong position in a liberalised European energy market

Against the background of the deregulation of the European electricity and gas markets,
EVN has sought to enhance its corporate competitiveness through new partnerships. For this
purpose, together with other regional Austrian suppliers, the EnergieAllianz was founded in
2000. In a next step, EconGas, a joint venture of the EnergieAllianz partners, OOF and OMV
for gas trading and large customer sales, started operations in 2003. Moreover, in the mean-
time, all anti-trust stipulations for the realisation of the “Austrian electricity solution” have
been fulfilled.

In both areas, major segments of the energy business of the partners are being merged and
brought into specially formed joint companies for sourcing, trading and large customer serv-
ice. As a consequence, EVN and its partners have been able to consclidate their position on
a sustainable basis and create an excellent platform for additional activities in the new CEE
markets. The main priority now is the full realisation of the synergies derived from the close
co-operation of the partner companies.

Further water business expansion

EVN water business strategy is targeted on the extension of its activities and range to cover
the entire value added chain. First and foremost, the WTE Group should participate in the
rapid development of the water markets in Austria, Germany and the high-potential CEE
states as a partner to local government and industry and further enhance its already solid
position in the medium-sized projects area. The probity of this strategy wes already con-
firmed during the period under review by numerous attractive projects. At the same time,
WTE's strong regional presence in the CEE states has had a positive effect on the remaining
EVN business areas.

Selective growth in the waste sector

In the waste sector, the EVN Group aims to use the “Waste-to-Energy” know-how acquired
during the completion of the AVN waste incineration plant in Durnrohr for additional pro-
jects in other countries. Following the successful start-up of this plant, during the period
under review an initial, international order was obtained for the realisation of a similar pro-
ject in Moscow.




Buigaria, a market w

future
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Centuries of traditiona!
cultural links

Intensive economic contacts

Trade and tourism

uigaria, a market with a

future

As result of the investment in two Bulgarian electricity supply companies, which was con-
tractually agreed in October 2004, Bulgaria has attained central importance as a new market
for the EVN Group. Conseguently, in this report we would also like to provide some funda-
mental information concerning the Bulgarian economy and energy industry, as well as the
relations between Bulgaria and Austria.

Bulgaria en route for the EU
interview with the Bulgarian ambassador to Austria, Dr. Elena Kirtcheva.

Your Excellency, 2004 is a jubilee year for both Austria and Bulgaria. How would
you characterise the relations between our two countries?

July 2004 marked the 125t anniversary of diplomatic relations between Austria and Bulgar-
ia. And if I might sum up the relationship between our two countries in just a few words, |
would say with conviction that it is simply excellent!

These outstanding ties are based on a long history. A large part of the Bulgarian intelli-
gentsia was Austrian educated, first under the Austro-Hungarian Empire and then the Aus-
trian Republic. These architects, engineers, scientists and artists transferred a great deal of
Viennese flair to Bulgaria and had a major influence on the culture and economy of our
country. Indeed, even today, Vienna remains a magnet for many young Bulgarians, who in
the meantime constitute the second largest group of foreign students in the Austrian capi-
tal.

Therefore, for centuries our countries have been linked by far more than the "beautiful blue
Danube” and in view of these strong, traditional bonds and the manifold opportunities
derived from European integration, today we are close partners in the new, “old” Europe.

Against this background, how do you see bilateral, Austro-Bulgarian economic
relations?

There is virtually no other European country with which Bulgaria has such long and rich tra-
ditions of economic co-operation as with Austria. Particularly in the past ten years, these
contacts have developed rapidly on the basis of mutual benefits and respect. Austria has
recognised our country as a reliable partner, which plays a stabilising role in south-eastern
Europe. Conversely, Bulgaria can build on Austria’s high level of economic interest with con-
fidence.

These facts are reflected clearly by bilateral trade, which in recent years, has demonstrated
great dynamism and continuous growth. Tourism has also expanded considerably. In the first
half of 2004, the number of Austrian tourists to Bulgaria rose by 39% over the preceding
year and 28% more Bulgarians travelled in the opposite direction.

Is there a similar high level of interest in investment in Bulgaria?

Very much so. Since 2000, foreign investment has risen by 40%, and around 16,000 new
and secure jobs have been created. in 2003, foreign investment amounted to 7.1% of GDP,
while in 2002 this figure stood at 5.8%.




Austria as the no.1
international investor

Bulgaria at a glance

2004m
Population m 7.7
GDP USD bn 23.8
GDP growth % >5
Per capita GDP usb 3,080
Inflation % 6.1
Unemployment % 12.0
Budget surplus % 0.2

W Forecast
Source: Bulgarian National Statistics Institute

Dynamic economic growth

Negotiations with the EU well
advanced

In this context, the importance of Austria as an international investor in Bulgaria has
increased markedly. In 2003, Austria was rated fifth in the international investment rankings,
but now has moved into second place. In the first half of 2004, Austria had an almost
35.5% share of all direct investment in Bulgaria and according to the latest forecasts, by the
end of 2004 Austria will be my country’s largest international investor, not just in terms of
the year, but overall.

Bulgaria, a market wit

future -

What other Austrian companies are active in Bulgaria?

An important characteristic of Austrian investment is the fact that virtually every branch is
represented. Numerous Austrian enterprises have used the opportunities offered for invest-
ment in my country in recent years including Raiffeisenbank, Eurobilia, OMV, Bank Austria
Creditanstalt, BAWAG, Taus Group, Palfinger, UNIQUA, Soravia Group, Wiener Stadtische
Allgemeine Versicherung, VA TECH, Strabag, Brevillier-Urban, Plansee-Tizit, Knauf, Festo,
Sportalm, Mayr-Meinhof Karton, Schenker and many more. Not to forget EVN.

The bilateral economic co-operaticn picture is also supplemented by a wealth of business
and trade activities as well as close links between Bulgarian and Austrian firms. All in all,
some 500 Austrian SMEs are active in Bulgaria.

How is the Bulgarian economy developing?

Bulgaria’s economy is progressing very positively. In 2003, the country attained economic
growth of 4.3% and 5.6% in the first half of 2004. This positive trend can be traced prima-
rily to dynamic development in the industrial sector (+7.0%) and services area (+5.8%).
Gross investment (+12.6%) and public investment (+5.2%) also grew rapidly during this
period along with private consumer demand (+4.6%), which was supported by growth in
real incomes. In the first half of 2004, exports increased in real terms by 9.6% and imports
by 14.2%. Unemployment fell in the first half of 2004 to 12.0%, while inflation in May
2004 stood at 5.5%.

Buigaria plans to join the EU in 2007. What stage have the preparations reached?
Bulgaria’s accession to the EU is already at an advanced stage. All 31 negotiation chapters
were completed punctually in June 2004 and this is confirmation of our government’s suc-
cessful strategy, which aims at an acceleration of political and economic reform at national
level. At this point, | would like to express my special gratitude to Austria for its support of
our accession process, both at a political level and in connection with expert assistance in
various areas.

In foreign policy terms, our most important priority at present is certainly integration into
European and transatlantic institutions. In this context, our entry into the NATO alliance on
Aprit 2, 2004, was without doubt a contribution to the security of the entire region.

On the domestic front, our government is pushing through a programme of reforms that
will turn Bulgaria into a modern nation and a promising economic location. The considerable
progress made in recent years en route to a solid democracy and a functioning market econ-
omy have strengthened our self-confidence as a future EU member and a trustworthy Euro-
pean partner.

Many thanks for your time!
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The Bulgarian electricity industry

Developments since 1989

In the period from 1989-1999 the previously highly centralised Bulgarian energy industry
underwent a phase of restructuring. Among other measures, the entirely state-owned elec-
tricity company, NEK (Natsionalna Elektricheska Kompania EA), was founded.

This was followed in 2000 by the disincorporation of generation, transmission and distribu-
tion activities into separate legal entities and the formation of seven regional supply compa-
nies.

The Bulgarian electricity industry today

Bulgaria has a mixed generation portfolio with total capacity of around 13.2 GW. This
includes fourteen hydropower plants, ten thermal power stations, one nuclear power station
and several district heating and other small-scale power plants. The plants are operated by
generation companies under both state and private ownership.

NEK operates as a national transmission company and also completes electricity import and
export transactions. On the basis of a single buyer model, the company purchases virtually
the entire electricity production of the generation companies and then supplies major cus-
tomers and regional suppliers using its high-voltage network.

Since 2000, Bulgaria's supply sector has been divided among seven newly founded regional
electricity supply companies. These each operate their own distribution and supply networks
and serve around 4.5 million households, commercial customers and public facilities in the
medium- and low-voltage segment with power. EDC Plovdiv and EDC Stara Zagora, the two
companies in which EVN has taken a majority interest, are also among these regional suppli-
ers.

EVN in Bulgaria

The contracts concerning the purchase of 67% of the shares in EDC Plovdiv and EDC Stara
Zagora by EVN were signed on October 29, 2004, in Sofia. The shares are to be transferred
by the end of 2004, and the purchase price is EUR 271 m.

EDC Plovdiv and EDC Stara Zagora in detail

Allin all, the EDC Plovdiv and EDC Stara Zagora companies serve almost 1.5 mitlion, or
around 33%, of Bulgaria’s electricity customers. In 2003, the companies sold a total of
approx. 6,550 GWh of electricity of which EDC Plovdiv provided around 3,650 GwWh and
EDC Stara Zagora, about 2,800 GWh. As a result of the purchase of a majority holding in
both companies, the EVN Group will virtually treble its customer base in the electricity sector
and roughly double its sales of power to end consumers.

The EDC Plovdiv supply area measures some 22,000 kmz2, that of EDC Stara Zagora comes. to
approx. 20,000 km2, The Stara Zagora region offers considerable potential with- regard to
Black Sea tourism and also possesses the trading activities of the port of Burgas. Plovdiv is
the second largest city in Bulgaria and an important business and trade fair centre.

As at December 31, 2003, EDC Plovdiv had a work force of around 2,400 and EDC Stara
one of about 1,800.




EDC Plovdiv/EDC Stara Zagora key figures 3
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S
EDC Plovdiv  EDC Stara Zagora Total g
1]
Electricity customers Number 866,675 628,967 1,495,646 .g'
Network km 32,706 23,245 55,951 SEf
Sales volumes Gwh 3,647 2,921 6,568 ENL
Employees Number 2,400 1,800 4,200
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Outlook
Several aspects underline the existence of a pasitive outlook exists for the further develop-
ment of the Bulgarian electricity industry and hence that of the two new EVN Group sub-
sidiaries:

Far-reaching market It is planned that, at the latest, the current single buyer model will end upon Bulgarian
liberalisation  accession to the EU, which is scheduled for 2007. As a consequence, the regional suppliers
will have the possibility of concluding direct contracts with the Bulgarian power producers
and also for imports.

New price regulation A new price regulation system has been scheduled for introduction in 2005 by the Bulgarian
government. The main features of the new system include recompense for the costs of the
regional supply companies and appropriate interest on equity.

Dynamic economic situation  Powerful impetus for the electricity industry can be expected from the favourable economic
environment. Bulgaria already numbers among Europe’s fastest growing economies and this
dynamism should by enhanced by planned accession to the EU. At the same time, joining
the EU will also provide an improvement in the legal framework in the energy sector.

Higher average consumption  Finally, considerable potential derives from average electricity consumption in Bulgarian
households, which at a current level of around 200 kWh per month, is low even by Eastern
European standards. Positive economic data permit the expectation of a marked increase in
demand for the coming years. Additional room for manoeuvre for result improvement is pro-
vided by both the optimisation in and between the two companies acquired by EVN, as well
as integration into the EVN Group.

All'in all, EVN's involvement in Bulgaria will lead to positive contributions to sales and results
in the medium-term.
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The EVN Share

Moderate international index
rises

EVN share up by 14.6%

index weighting of the
EVN share

September 30, 2004

ATX (Austrian Traded Index) 3.55%

ATX Prime 3.16%
WBI (Vienna Stock
Exchange index) 3.18%

26

The EVN Share

Following good performance from October — December 2003, the international stock mar-
kets were unable to maintain this tempo during the rest of the period under review. Due to
geopolitical uncertainties, the initial dynamism in the markets weakened and was supersed-
ed at the beginning of March 2004 by lateral movement. In total, during EVN's 2003/04
financial year, the Dow Jones Index showed a rise of 9.3%, while the German DAX was up
by 19.5%.

The ATX index of the Vienna Stock Exchange was zgain able to clearly outperform the inter-
national indices and showed a rise of 51.1% in the same period. The Dow Jones Euro Stoxx
Utilities branch index, which is of relevance to EVN, also exceeded the international stock
market trend and registered growth of 30.6%.

A similar pattern applied for the EVN share, which during the period under review gained
14.6% in value. From October until the end of April 2004, the price benefited initially from
the good performance of the ATX and during this period rose by around 25%. This was fol-
lowed by a marked fall in May 2004, which was then fully compensated for by the market’s
positive reaction 1o the half-year results published at the end of the same month. Following
the capital increase completed in July 2004, which was allocated at a price of EUR 40.50 per
share, by the end of the business year the price rose again to a level of EUR 41.50.

The turnover in EVN shares during the period under review amounted to EUR 167.1 m or
around 0.54% of total Vienna Stock Exchange trading volume. On average, some 7,900
EVN shares were traded on the Vienna Exchange daily. As at the closing date on September
30, 2004, EVN market capitalisation amounted to some EUR 1.7 bn and its ATX weighting
to 3.55%.

Capital increase supports additional growth

EVN completed an important capital measure in July 2004 with the issue of 3.3 million new
shares, or approximately 8.8% of share capital, using the authorised capital approved by the
Annual General Meeting of January 22, 1999. These new shares were placed among exist-
ing and new investors. The issue was clearly oversubscribed and provided revenue of EUR
133.7 m. The number of shares issued by EVN thus increased to a total of 40,881,455.

Apart from the creation of a solid capital basis for additional EVN expansion, this measure
also raised the liquidity, and hence the attractiveness, of the EVN share.
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Performance
2003/04 2002/03 2001/02
Share price at the end of September EUR 41.50 36.22 43.98
Highest price EUR 47.34 44.50 48.43
Lowest price EUR 36,10 35,40 41.00
Value of shares traded" EURm 167 107 334
Average daily turnover? Shares 7.927 5,361 15111
Share of total turnover? % 0.54 0.60 2.80
Market capitalisation at the end of
September EUR m 1,697 1,361 1,653
1 Vienna Stock Exchange
Value added
2003/04 2002/03 2001/02
Earnings/share EUR 3.08 273 2.39
Dividend/share EUR 0.95 0.75 0.70
Cash flow/share EUR 6.36 5.67 7.05
Book value/share EUR 383 30.9 28.3
Price/earnings X 13.5 13.3 18.4
Price/cash flow X 6.5 6.4 6.2
Price/book value X 1.1 1.2 1.6
Dividend yield % 2.3 2.1 1.6

Basic information

EUR 99,069,392.62
40,881,455 non-par value shares
AT0000741053

Share capital, denomination

ISIN security code number

Tickers EVNV.VI (Reuters); EVN AV (Bloomberg);
AT: EVN (Dow Jones); EVNVY (ADR)

Stock exchange listings

Vienna; Frankfurt; Munich

ADR programme; depositary

Sponsored level one ADR programme
(5 ADR = 1 share); Bank of New York

Ratings

A+, stable (Standard & Poor’s);
Aa3, negative (Moody’s)
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Shareholder structure
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Shareholder structure

There was one change in the ownership structure of EVN during the period under review. In
December 2003, Energie Steiermark Holding AG (ESTAG) reduced its holding in EVN from
over 15% to below 5%. This led to an increase in free float and hence a higher EVN weight-
ing in the ATX. On the basis of constitutional law requirements, the province of Lower Aus-
tria continues to be the majority shareholder in EVN with around 51%. In addition, EnBW
Energie Baden-Wirttemberg AG has a holding of over 10% and Raiffeisenlandesbank Ober-
dsterreich one of over 5%. The remaining shares make up the free float. Around 0.3% of
stock is held by the EVN work farce.

Dividend policy

EVN dividend policy is directed towards sustained, continuous development. Apart from
accounting for long-term growth prospects and future investment and financing require-
ments, above all, it endeavours to provide an appropriate return for company shareholders.
Accordingly, EVN seeks a continuous rise in the dividend payout ratio and following the
7.1% dividend increase of last year, the Executive Board will suggest a further raise in the
dividend for the 2003/04 financial year of 26.7% to EUR 0.95, This corresponds with a pay-
out ratio of 33.1%.

Credit ratings

The long-term credit rating of the Standard & Paar's agency was altered from AA- (negative
outlook) to A+ (stable outlock) due to the accelerated growth strategy involving entry into
the Bulgarian market and expansion in the water and waste sectors. The Moody's rating,
which is currently under review, remained unaltered at Aa3 (negative outlook). With these
ratings, EVN numbers amang the highest rated European utilities. Under these circum-
stances, the spread of EVN issues on the secondary market also remained stable during the
2003/04 financial year.

Investor Relations

intensive working year

During the 2003/04 financial year, EVN maintained an active dialogue with all the target
groups in the capital market. The basic principle behind all investor relations team activities
consists of simultaneous, open and comprehensive communications with all market partici-
pants. The aim is to achieve a fair valuation of the share by means of high levels of trans-
parency and active information.

The highpoint of investor relations activities during the past financial year came in July 2004
with the successful EVN capital increase. During the marketing of the issue, a total of 70
institutional investors were contacted directly in eleven cities in Austria and other countries.
These efforts were crowned by the clear oversubscription of the issue and the extensive
spread of the new shares among both existing and new shareholders. 51% of the issue was
subscribed by the federal province of Lower Austria, the main shareholder, Of the remaining
new shares, 50% went to Austrian investors, 31% to institutional investors in Germany and
14% in Switzerland. The remaining 5% were subscribed by investors in the UK.

Ongoing EVN investor relations activities during the period under review included numerous
national and international presentations. Following two roadshows in the USA, tondon and
Paris at the beginning of the financial year, the second quarter programme was charac-
terised by participation in an international finance conference for energy suppliers, as well as
the investor events of domestic banks. The presentation of the half-year resuits led EVN to
new investors in Edinburgh and Dublin. Following intensive presentation work relating to the
capital increase, road shows to Paris and Edinburgh were also held in conjunction with the
Vienna Stock Exchange.




Retail investors  The information of retail investors also forms a focal point of EVN investor relations activi-
ties. The annual EVN event for retail investors, which was held at the beginning of June, was
very well attended. EVN offered an invitation to a presentation of the latest corporate devel-
opment and a tour of its largest wind farm in Prellenkirchen. EVN was also presented at the
GEWINN investment fair in Vienna.

Research coverage At present, EVN is covered by Bank Austria Creditanstalt (Vienna), BNP Paribas {London),
Erste Bank (Vienna), HypoVereinsbank (Munich), IXIS Securities (Paris) and RCB Raiffeisen
Centro Bank (Vienna).

A focus on online information
Nomination for “Best  The EVN investor relations team achieved a pleasing success with its information activities on
European Investor Relations  the internet. In March 2004, the EVN investor relations homepage was nominated by the
Homepage”  Investor Relations Society in London for the IR Best Practice Awards 2004 in the "Best Euro-
pean Investor Relations Homepages” category.

The EVN Share

We would like to offer you a cordial invitation to visit our investor homepage. Under
www.investaor.evn.at you will find all relevant information such as current reports, press
releases, price trends, finance calendar and much more besides. In addition, we offer numer-
ous services taitor-made to investor needs.

Financial calendar 2004/05

76th AGM, EVN FORUM, Maria Enzersdorf January 18, 2005
Ex-dividend day January 24, 2005
Dividend payment January 28, 2005
Result Q. 1 2004/05" February 28, 2005
Result HY 1 2004/05" May 31, 2005
Result Q. 1-3 2004/05" August 31, 2005
Annual results press conference 2004/05" December 20, 2005

Y Provisional
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... when wood is worked. Something that
EVN is rather pleased about, as it uses
such material to generate environment-
friendly heat. An increasing number of our
heating plants are fired using biomass, which
as a renewable energy source makes a notable
contribution to CO, reduction. Not only do
customers benefit from a comfortable supply
of heat from EVN, but the environment also
profits. With a total of 37 biomass plants, we
have long been Austria’s largest producer of
heat using biomass.”

Klaus Berger, heating engineer, EVN Mddling
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Resources

During the 2003/04 financial year, on average, the EVN Group had a work force of 2,608.
This was 12.6%, or 291, more than in the preceding year due largely to the acquisition of
the WTE Group.

Targeted personnel development

Particularly in a liberalised market, high levels of employee competence constitute a major
prerequisite for corporate success. Consequently, EVN uses a wealth of measures aimed at
enhancing the qualifications of its work force. Education and training activities are focused
on the provision of expertise for the fulfilment of specific tasks.

At around EUR 0.95 m, expenditure on further training (seminar fees, trainers, e-learning)
during the 2003/04 financial year was marginally lower than that in 2002/03.

Cultural change born of internationalisation

One focal point of EVN human resources management during the period under review was
integration within the Group, which has grown markedly due to acguisitions. In this connec-
tion, EVN is making every effort to blend in the various companies, in order to facilitate the
opening up of synergetic potential. The exchange of experience and expertise and the pro-
motion of understanding for other cultures are core elements in this development.

In view of EVN's growing involvement in Central and Eastern Europe, a set of binding stan-
dards for international postings was prepared during the past year, in order to increase
employee flexibility and mobility, encourage personnel development and contribute to know-
how transfer throughout the Group.

New activities lead to increase in work force numbers

The development of the EVN Group work force in the 2003/04 financial year mirrored a
number of trends, some of which are contradictory in nature. While employee numbers in
the energy sector fell by 1.1% to 1,944, over the past two financial years, the EVN Group
has also succeeded in creating new jobs. For example, in connection with the start-up of its
Durnrohr waste incineration plant, AVN recruited a total of 48 employees. in addition, due
to the acquisition of WTE, the EVN Group work force was enlarged by a further 231.

While on average the EVN Group work force grew by 12.6% in the 2003/04 financial year,
personnel costs only rose by 5.5%. This disproportionately small increase can be traced to a
fall in the expenditure for severance payments and pensions. Consequently, during the per-
iod under review, personnel costs accounted for around 16.6% of sales. By comparison, at
the beginning of the 1990s, this EVN key indicator had still stood at 26.7%.




In spite of the considerable increase in work force numbers, EBiT/employee in the 2003/04
financial year amounted to around TEUR 43.9, which was roughly the level of the previous
year. This means that EVN occupies the top ranking among Austria’s integrated utilities.

At < 1%, the fluctuation rate among EVN employees was extremely low and indicates the
high levels of employee job satisfaction.

A marked change in the employee structure of the EVN Group will occur in the coming year
with the addition of around 4,200 employees through the purchase of the Bulgarian elec-
tricity suppliers EDC Plovdiv and EDC Stara Zagora.

Employees by country Average number of employees?
1% 2003/04 2002/03 2001/02
EVN AG 1,994 1,966 1,997
Other business areas 664 351 202
EVN Group total 2,608 2,317 2,199
thereof apprentices 61 54 31
§ :
Y Full-time basis 5
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More details concerning EVN’s activities in the interests of its employees are contained in the £
Austria EVN Sustainability Report 2003/04, which is published in conjunction with this Annual T
] Germany Report. Additional information on this topic is also available under
] Others www.responsibility.evn.at.
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Sustainability as a long-
term corporate concept

Long before “sustainability” was used as a concrete term, or became a comprehensive con-
cept, EVN had already oriented its activities towards the idea of durable, economic manage-
ment. Above all, the reasons for this decision related to EVN's specific tasks in the area of
essential public supplies and the related high level of responsibility to people and the envi-
ronment. EVN activities and services are both part and parcel of the modern industrial socie-
ty and its natural backbone, which clearly sums up the scope and weight of the responsibiti-
ties involved.

This claim to sustainability is the most important premise for all EVN activities. Group activi-
ties are not measured in terms of proof of performance, but rather on the basis of long-term
responsibility to future generations. EVN regards the creation of lasting values for customers
and shareholders, a conservationist approach to natural resources, the provision of employ-
ees with an attractive work place and the simultaneous fulfilment of its responsibilities in the
social sphere, as constituting its current challenge.

One particularly important aspect of sustainability, especially in the case of an energy suppli-
er, is a responsible use of natural resources. Prior to the concept of environmental protection
becoming established, EVN had already started initiatives aimed at achieving equilibrium

between economic and ecological interests. Among other aspects, these efforts incorporate

~ the highest possible use of environment-friendly hydro- and wind power, the generation of

electricity and heat from biomass and the utilisation of the latest environmental and genera-
tion technologies. Practically all of EVN’s thermal power stations are now accreditated, with
the result that the company also possesses a holistic, environmental management system.

Confirmation through acceptance into sustainability indices

The endeavours of EVN in line with sustainability-oriented corporate management have
received confirmation in the form of acceptance into related, specialist indices. These enable
sustainability-oriented investors to make targeted investments in companies, which fulfil
globally recognised standards relating to environmental and stakeholder responsibility. EVN is
today represented in the FTSE4Good Index and the Ethibel Sustainability Index.

These initiatives are also reflected by EVN's excellent placings in international sustainability
rankings. EVN occupied rank 6 among the 37 energy suppliers audited worldwide for the
sustainability ratings of the German Oekom Research Institute. Moreover, in its international
compariscn, the Swiss iNrate Institute placed EVN among the leading companies and in
another study concerning sustainability-oriented corporate management in listed Austrian
companies carried out by the Vienna University of Economics, EVN came an excellent fourth
in the overall evaluation and second among industrial companies. As a consequence of
these positive evaluations, EVN is continually recommended by leading financial services
companies as a worthy investment from an ecologicai and social viewpoint.




Regular reports since 1990

Sustainability Report 2003/04

Swift, interactive information

Comprehensive reporting

EVN has been providing regular information concerning its initiatives in these areas since
1990 in the form of its annual Environmental Reports, which from 2002 onwards have been
published in an extended version as Sustainability Reports. This made EVN one of the first
Austrian companies to report upon the sustainability of its activities with the degree of
transparency demanded by international standards.

EVN's comprehensive understanding of sustainability-oriented company management is doc-
umented by the Sustainability Report 2003/04, published in conjunction with this Annual
Report. The Sustainability Report is divided into the three areas of Economy, Ecology and
Society and offers an overview of the various EVN Group initiatives in these sectors. Exten-
sive coverage is also allotted to issues such as corporate governance, dialogue with stake-
holders, climate protection and emissions trading. Moreover, our relations to suppliers, the
safeguarding of the landscape, fauna and flora, as well as EVN's commitment concerning
social matters within its corporate environment, also represent important topics. Naturally, as
bearers of special EVN Group know-how, our employees constitute a major factor in sus-
tained, successful performance. The initiatives in their interest are therefore afso described in
detail.

Should you not have received the EVN Sustainability Report 2003/04, it can be ordered at
any time under www.investor.evn.at.

New sustainability homepage

Parallel to this report, under www.responsibility.evn.at, EVN has established a sustainab-
ility homepage. On the one hand, this meets the increased need for a faster and more inter-
active exchange of information and, on the other, contributes to transparency and the rais-
ing of levels of awareness both internally and externally. While the Sustainability Report
spotlights the concrete measures of the past financial year, the new homepage is primarily
intended to serve the documentation of general principles and the longer-term development
of EVN in the corporate social responsibility area.

Sustainability
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Higher efficiency, lower
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International co-operation

Pyrolysis gas from biomass

Research & Development

Particularly in the power generation sector, EVN concentrates its research activities with the
aim of launching new technologies for efficient energy conversion and application within its
own area. Another focal point consists of ongoing improvements in efficiency at all generat-
ing plants in tandem with a reduction in emissions. Among other measures in this connec-
tion, EVN undertakes research co-operation with engineering colleges, polytechnics and uni-
versities of technology.

Several EU sponsored projects
During the 2003/04 financial year, EVN again participated in a number of EU-sponsored
research projects. These are all concerned with economic-technical questions relating to the

‘Dirnrohr power station, with research into the clean and safe use of hard coal in power sta-

tions as the predominant issue. The guestion of the use of steam from a waste incineration
plant, which in the meantime has been realised with the neighbouring AVN plant, was also
the subject of detailed scientific study. EVN is working together with numerous, international
institutions in this context and up to 25 employees were involved in these projects to a vary-
ing extent.

Use of substitute fuels

During recent financial years, EVN has also completed tests concerning the use of substitute
fuels at the Dlrnrohr power station. One project carried out during the period under review
related to the possible enlargement of the power station to include a biomass gasification
plant. An initial study was concluded into the potential for the generation of pyrolysis gas
from biomass, or replacement fuels. The pyrolysis gas could be fired in the bailer of the
power station and used to replace the standard fuel, coal. The related reduction in the use
of fossil fuel would lead to a corresponding fall in CO, emissions from the power station.




Pilot plant optimisation

Total expenditure of
TEUR 736.6

Electricity from biomass

During the period under review, EVN continued an interesting research project on the topic
of power generation from biomass in the new Wiener Neustadt suburb of Civitas Nova. EVN
and its partners from universities and the engineering industry are operating an innovative
pilot plant, which generates wood gas from forest chippings, which is then used in a gas
engine for electricity and heat production.

Following the commencement of test operations in 2003, the plant is currently in the opti-
misation phase. Test operation has clearly paid off and has demonstrated the functionality of
the plant. All in all, the plant has completed 1,600 operational hours to the complete satis-
faction of all those involved. It is planned that the research programme will continue for a
further two years, during which the technical development of the process should be com--
pleted. However, unless the general and funding conditions change, the commercial use of
this technology remains questionable.

All in all, EVN spent TEUR 736.6 on R&D during the period under review.
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Risk Management

Strategic risk controlling
across the Group

Multi-phase planning and
control system

Sales, sourcing and price risks
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Risk

As a utility company, EVN is subject to various risks, which are inseparably linked to its busi-
ness activities. EVN counteracts this problem through targeted financial and energy risk
management, which is undertaken by a separate staff unit. This puts EVN in a position to
recognise both opportunities and risks at an early stage.

Risk policy

EVN’s risk policy is focused on the optimum use of the available opportunities and the
acceptance of risks, only where these are counterbalanced by adequate opportunities. In the
interests of the most extensive possible risk limitation, EVN only takes risks that can be han-
dled within the scope of its own organisation.

Where this is of economic benefit, risks that can be hedged, are transferred to insurance
companies following the taking of measures for risk prevention and reduction.

Risk organisation

Risk management is included in the design of all EVN business processes as an integrated
corporate management element. The management of the operative risks takes place on a
largely decentralised basis and is the responsibility of the respective business units and com-
panies involved. Conversely, the strategic risk control staff unit centrally monitors superordi-
nated risks in connection with financing and general value development within the EVN
Group.

In the interest of long-term increases in corporate value, EVN employs a multi-phase, inte-
grated planning and control system, on the basis of which economic success is periodically
measured and controlled using established targets.

Apart from these instruments, EVN also has an internal auditing department. This is respon-
sible for regular checks on business processes and organisational procedures with regard to
their propriety, security and efficiency,

Specific sector risks

Due to the liberalisation of the energy markets and the related, sharp increase in competi-
tion, EVN is subject to intensive price competition in its traditional business areas. The pri-
mary results are sales, sourcing and price risks. In order to attain a general reduction in the
related effects and to strengthen its position, EVN has stepped up the vertical and horizontal
integration of its activities. At the same time, the company has initiated a range of specific
hedging measures:

e Sales
EVN counteracts sales risks through the utilisation and expansion of its production plants,
the appropriate trading activities and an active portfolio management. At the same time,
EVN relies on partnerships, the development of new products and services, the purchase
of holdings both in Austria and other countries, as well as ongoing brand management
for the securing of its market position.

» Sourcing/production/distribution
EVN alleviates risks through the constant monitoring of relevant markets, careful supplier
selection and long-term general agreements. Quality, work safety, environmental and fail-
ure risks in the production and distribution sectors are minimised by continuous and com-
prehensive process contraols.




State of the art

Qualifications

Active treasury management

IT risks

EVN limits the risks relating 1o the availability and reliability of its IT systems through system-
atic, angoing modifications to the state of the art and the securing of a uniform IT standard
throughout the Group. Within the scope of its comprehensive IT security management, the
Group also meets the steady rise in the security requirements for all IT systems.

Personnel risks

The increasing international linkage of many activities places increasingly stringent demands
on the qualifications of both skilled and managerial employees. In order to meet these
requirements, EVN cultivates close contacts to research and educational bodies and offers its
work force an extensive programme of further training.

Financial management risks

EVN counteracts foreign currency, interest and liquidity risks through active treasury manage-
ment, for which detailed Group directives and limits have been created. The hedging of
financial management risks is generally completed on a centralised basis. Derivative financial
instruments are alsoc employed and primarily serve to secure basic, operative business and
the financial transactions necessary in an operational connection. EVN is not subject to addi-
tional risks of note in this connection.

General risk

At present, EVN does not see any risks that could endanger the existence of the company.
The functional capacity and the procedures of the risk management system are scrutinised
by internal auditing and the Group auditors.
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Legal framework

Market liberalisation/legal unbundling

EU-wide liberalisation by 2007  With the 2003/54/EG directive from June 2003 (which is also labelled an "acceleration” or
“modification guideline”), the EU legislators prescribed the complete opening of the electric-
ity markets of the member nations by July 1, 2007, as well as the implementation of meas-
ures aimed at toughening up competition. This means that from 2007, all electricity cus-
tomers can freely select their supplier. In addition, the EU directive foresees the mandatory
creation of national regulating authorities and the legal unbundling of the network area
from the remaining functions of an electricity company.

As Austrian electricity industry law already envisages the complete opening of the electricity
market and structures that encourage competition, the need for legal modification at
national level was limited to the regulation of the legal unbundling of the network area.
During legislative implementation, only the mandatory minimum content of the directive
was transferred into Austrian law, and therefore, the actual final constellation remains open.
EVN is therefore free to develop an optimised solution from the viewpoint of both legal and
economic criteria.

Implementation of the Kyoto target, trading with emission certificates
Trading scheduled to start on  On the basis of the Kyoto target, which foresees a reduction in total EU greenhouse gas
January 1, 2005  emissions to 8% below the 1990 level by 2012, and the resulting community law require-
ments, in April 2004, Austria passed its Emission Certificate Act. This law is intended to
ensure an adequate contribution to the attainment of the Austrian reduction target of 13%
by means of the creation of a system for greenhouse gas emission certificate trading, which
is due to commence on January 1, 2005.

The Emission Certificate Act prescribes the determination of an overall volume of emission
rights for Austria, which will then be subsequently allotted to the individual plants affected.
Should a particular plant not require all its allocated rights, these may be sold on the open
market to other plant operators. However, should the annual greenhouse gas emissions
from a plant exceed the allotted volume, then the operator must obtain additional entitle-
ments on the market. EVN plants are also affected by these regulations.

42




Allotment of certificates in
Austria not in line with
requirements

Intensive preparations for
emission certificate trading

For both the energy industry in general and EVN in particular, the actual number of certifi-
cates envisaged on the basis of the Austrian allocation plan offered fewer entitlements than
anticipated. This allotment is not yet legally binding, but should it be retained in the current
form, can be expected to place an economic burden on electricity generation in thermal
power plants. in the run-up to the allocation, EVN aiready pointed out the needs of the
energy industry and its own plants and will submit the last allocation to a strict legal exami-
nation.

Independent of these issues, EVN is making intensive preparations for the start of emission
certificate trading. Initial transactions aimed at the securing of a sufficient number of certifi-
cates have already been concluded and other related negotiations are in progress. However,
as the market is only just taking shape, the future price for certificates remains difficult to
estimate. Whatever the case, the purchase of certificates is certain to negatively influence
the cost structure of the plants affected.
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General economic environment

EU economy lags well behind
that of the USA

Austria above the European
average

Positive tendency for Austria
and the EU in general

Strong growth in Bulgaria

General economic environment

The 2003/04 financial year brings strong global economic expansion and a moder-
ate revival in Europe

During the period under review, the global economy demonstrated a dynamic, upward
trend, although this only gradually spread to Europe. Consequently, real economic growth in
the Eurozone in 2003 amounted to a mere 0.5%, while the USA achieved expansion of
3.0%. However, with nominal growth of around 15%, the exceptional expansion in world
trade has now started to affect the European economic picture. Therefore, current forecasts
predict growth of 2% in the Eurozone during 2004, while in the USA growth in 2004 will
continue to accelerate to over 4%.

Growth in the Austrian economy during 2004 will attain a level of 2%, which will be well
above the value of 2003 (+0.7%). Negative influences derived from the continuing weak-
ness among Austria’s most important trading partners, Germany, ltaly and Switzerland, will
be compensated for by positive impulses from the new EU member states, which should
attain minimum growth levels of at least 3.75%.

The outlook for 2004/05 points to a continued upturn in Europe, but increasing
risks to the global economy

in 2005, a prolongation of the economic upturn can be expected in Europe as a whole and
in Austria in particular. However, the risks related to growth in the international economy
have increased. The predominating factors in this regard are the high price of crude oil and
the double deficits relating to the US budget and balance of payments. While growth in the
Eurozone should amount to around 2.25% in 2005, it seems likely that the more robust
domestic demand generated by the tax reform in Austria should facilitate marginally above-
average GDP growth of 2.5%.

In Bulgaria, an important new EVN market, strong domestic demand should result in eco-
nomic growth in 2004 and 2005 of 5.5% and 5.25% respectively.




Temperatures 1.0% higher
than the long-term average

Oil price rises by 45% in
2003/04

Gas price up by 9%

Price of hard coal increases by
almost 30%

Electricity demand and prices
both higher

Energy sector environment

Naturally, the business development of an energy supply company is strongly influenced by
the general conditions prevailing in the energy sector. in the 2003/04 financial year, EVN was
affected by the following main factors:

Temperatures at the level of the previous year

During the period under review, temperatures largely corresponded with those of the previ-
ous year and were therefore just above the long-term average. in terms of the heating
degree total, which represents the energy industry’s standard indicator for temperature-relat-
ed heating demand, the weather was 1.0% warmer than the long-term average.

Electricity, gas and coal prices at a high level

The oil price trend during 2003/04 led to a sharp increase in the costs of primary energy for
EVN. From October onwards, the oil price, which is listed in USD/barrel, rose steadily and a

total increase of some 45% was registered for the period between October 2003 and Sep-

tember 2004. In view of the only limited 4% fall in the exchange rate of the dollar against

the euro, Europe felt the full impact of these price increases.

As gas prices follow the crude oil price with a time lag of three to six months, up to now, the
cost increases for EVN have not yet reached the same level. The price of natura! gas purchases
for EVN's power stations increased by around 8% during the period under review. However, in
view of the price adjustment delay, EVN expects a further increase of some 15%.

By contrast, the cost of the hard coal used in EVN's power stations rose considerably more in
the 2003/04 financial year. In combination with high transport expenses, there was an over-
all price increase of almost 30%.

During the period under review, the electricity market developed in a far less dramatic man-
ner than in the previous year. This was largely due to the more favourable climatic condi-
tions in summer 2004, which improved the international situation regarding the generation
of hydropower and prevented larger bottlenecks caused by power plant shutdowns.
Nonetheless, the market was characterised by increasing demand and higher wholesale
prices. For example, during the period under review, the price for base products on the
futures market rose by almost 20% and that for peak products, by more than 7%. Thanks
to its fiexible generation possibilities, EVN was able to react with a marked rise in the use of
its thermal power stations.

Primary energy price trends (indexed)

Base: lanuary 2, 2002
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Overall business deveiopment

Consolidated financial statements according to IFRS

The 2003/04 consclidated financial statements have been prepared in accordance with the
principles of the International Financial Reporting Standards (IFRS, previously International
Accounting Standards, or IAS). In line with § 245a of the Austrian Commercial Code, these
financial statements replace the consolidated financial statements pursuant to Austrian
accounting regulations.

Scope of consolidation  As a result of the initial consolidation of the WTE Group, as compared 1o the preceding year,
enlarged by 20 companies  the scope of consolidation was enlarged by 20 fully consolidated companies.

In the 2003/04 financial year, V&C Kathodischer Korrosionsschutz Gesellschaft m.b.H., which
had previously been consolidated at equity, was fully consolidated for the first time. The
consolidated financial statements prepared by EnergieAllianz Austria GmbH are included on
a pro rata basis. EVN AG has a 31.5% holding in this sub-group, which comprises Energie
Allianz Austria GmbH, Switch Energievertriebsgesellschaft m.b.H. and Naturkraft Energiever-
triebsgesellschaft m.b.H. EVN Energievertrieb GmbH & Co KG, in which EnergieAllianz Aus-
tria GmbH exercises a general partner function and EVN AG has a 100% limited partner
interest, was included entirely within the framework of pro rata consolidation.

Consequently, including EVN AG, the Group parent company, the scope of consolidation
currently consists of 32 fully consolidated companies and four pro rata consolidated compa-
nies.

In addition, 15 associated companies are consolidated at equity.

Sales revenues 11.6% up on the preceding year due to new business areas

EVN sales revenues in the 2003/04 financial year amounted to EUR 1,207.3 m, which was

11.6% up on the EUR 1,082.1 m of the preceding year. The main reason for this increase

was the initial inclusion of the WTE Group and the start of full-scale operations at the AVN
waste incineration plant.

Electricity revenues: +8.5%  Electricity revenues rose by 8.5% in the 2003/04 financial year to EUR 653.7 m (previous
year: EUR 608.1 m) due mainly to an increase in own generation. Electricity revenues from
end customers rose by 1.9% to EUR 503.6 m, whereby slight increases were attained both
inside and outside the EVN network area. While revenues from electricity sales were up by
9.1%, mainly as a result of increased generation, there was a 6.5% fall in network revenues,
due to the price reductions imposed by the regulative authority.

Gas revenues: ~14.7%  Natural gas revenues in the period under report amounted to EUR 259.5 m, which was
14.7% down on the EUR 304.1 m of the preceding year. The main reason for this fall was
the fact that the first quarter of the 2002/03 financial year still contained revenues from gas
trading and large custorner sales, which were subseguently transferred to EconGas on Janu-
ary 1, 2003. This resulted in a 21.6% fall in revenues from gas sales due to the reduction in
volumes, while the network price reductions ordered by the regulative authority led to a cut
in gas network revenues of 4.1%.

Heating revenues: +12.8 %  There was another notable rise in heating revenues of 12.8% to EUR 47.4 m (previous year:
EUR 42.0 m), which as in the preceding years, resulted from the rapid, ongoing expansion of
EVN’s heating networks. '

Marked increase in water  As a result of the initial consolidation of the WTE Group, water revenues during the period
revenues  under review were markedly higher than in the previous year, rising from EUR 21.4 m to
EUR 119.2 m.




Other revenues: +14.2 %

Sales revenues by business
area

Electricity
R Gas
SR Heating
R Water
iy Other

Sales revenues by region

Austria
International

Other revenues also rose sharply, increasing by 14.2% to EUR 121.6 m. This figure includes
revenues derived from waste incineration (EUR 32.5 m) and other service areas.

As compared to the preceding year, earnings from changes in inventory, work performed
and capitalised and other operating income fell by 28.3% to EUR 38.2 m (previous year:
EUR 53.2 m).

High energy purchasing prices put pressure on resuits

During the period under review, the sharp increase in market prices for primary energy and
electricity purchases placed a considerable burden on EVN earnings. In total, the cost of
materials and services was up by 1.9% at EUR 662.3 m despite the marked reduction in the
quantities of energy purchased following the transfer of gas trading and large customer
sales to EconGas.

Personnel numbers markedly higher

As a result of the enlargement of the scope of consolidation, average work force numbers in
the EVN Group increased by 12.6% to 2,608 during the period under review. In spite of this
fact, EVN personnel expenses only showed a disproportionately small rise of 5.5% and
totalled EUR 200.5 m (previous year: EUR 190.1 m). This was due primarily to a reduction in
expenditure on pensions and severance payments, which cushioned the effects of the
enlargement of the scope of consolidation to include the WTE Group and the increase in
remuneration resulting from the collective wages and salaries agreement.

Sharp rise in depreciation
In the period under review, depreciation rose by 46.4% to EUR 183.0 m (previous year: EUR
125.0 m).

Scheduled depreciation increased by 17.8% to EUR 152.8 m, due mainly to ongoing EVN
investment activity and the additions of the past year. This figure also contains depreciation
on intangible investments derived from the initial consolidation of the WTE Group. The
resulting goodwill and capitalisation in connection with customer orders in progress had a
corresponding effect on the income statement.

During the 2003/04 financial year, exceptional value adjustments of EUR 30.2 m were com-
pleted. These became necessary at EVN's thermal power stations and heating plants as a
consequence of the increase in primary energy purchasing prices and the future cost burden
anticipated from CO; emission trading. A further exceptional value adjustment was required
in the data transmission network area because of a competition-related price fall.

The enlargement of the scope of consolidation was also the main reason for an increase in
other operating expenses by 25.8% to EUR 85.1 m (previous year: EUR 67.7 m).

Overall business development
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Cost/earnings structure Income statement

2003/04 2002/03 Change
EURm EURm EURm %
Electricity revenues 659.7 608.1 51.6 8.5
Gas revenues 259.5 304.1 -44.6 -14.7
Heating revenues 47.4 42.0 5.4 12.8
Water revenues 119.2 21.4 97.8 4559
Other revenues 121.6 106.5 15.1 14.2
Sales revenues 1,207.3 1,082.1 125.2 11.6
Changes in inventories, work performed and
capitalised and other operating income 38.2 53.2 -15.1 -28.3
Cast of materials and services -662.3 -650.0 -12.3 -1.9
BN Material and operating expenses Personnel expenses -200.5 -190.1 -10.4 -5.5
3 Personnel expenses Other operating expenses -85.1 -67.7 -17.4 -25.8
E— Depreciation EBITDA 297.6 2275 70.1 30.8
p— gli;;:‘g’i”;ejt Depreciation 1830 1250 58.0 _26.4
Operating result (EBIT) 114.6 102.5 12.1 11.8
Financial resuit 21.3 42.8 -21.5 ~50.2
Profit before tax 135.9 145.4 -9.4 -6.5
Taxes on profit -17.5 -41.8 243 58.1
Profit after tax 118.4 103.6 14.8 14.3
Minority interests -1.0 -1.0 - -3.0
Group net result 117.4 102.6 14.9 14.5

EBITDA and EBIT clearly up on previous year’s level
EBITDA: +30.8% In spite of the unfavourable energy purchasing price trends, EBITDA rose by 30.8% from
EBIT: +11.8%  EUR 227.5 m to EUR 297.6 m in the period under review. This was mainly due to the
increase in energy business and, above all, the initial contributions to results from the water
and waste incineration business areas. Despite the steep rise in depreciation, at EUR 114.6 m,
the operating result (EBIT) for the 2003/04 financial year still exceeded that of the preceding
year by 11.8%.

The exceptional measures completed during the period under review also influenced the dis-
tribution of the operating result among the individual segments. For example, the electricity
segment, which was influenced by power station value adjustments, contributed EUR 49.8 m.
The gas segment attained EBIT of EUR 53.5 m, while the water segment, which was report-
ed separately for the first time, demonstrated positive EBIT of EUR 10.2 m, in spite of the
aforementioned value adjustments to intangible assets. EBIT of EUR 1.2 m derived from the
heating, waste and other services areas, which included the results from waste incineration.
Further information on the result development of the individual segments is given in the
"The individual business areas” section (from page 56).

Operating result (EBIT)
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Y From January 1, 2003, excluding the key account and trading
business outsourced on this date to EconGas.
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Result from investments
shows a positive trend

Result from interest and other
financial result both down

Reduction in taxes on profit

Group net result: +14.5%

ROE: 8.7%
ROCE: 6.2%

Balance sheet total up by
24.7%

Initial consolidation of the
WTE Group

Financia! result down due to one-off effects in preceding year

During the period under report, the financial result reached a highly satisfactory volume of
EUR 21.3 m. However, this was below the EUR 42.8 m of the preceding year, which had
been strongly influenced by one-off effects in connection with the valuation of financial
instruments.

The result from investments mirrored the significant improvement in the contribution from
companies consolidated at equity. This was due primarily to the positive development of
EconGas and RAG. The result from other investments also showed a marked upturn during
the period under review. The predominant factors in this regard were the increased divi-
dends of Verbundgesellschaft and Energie AG, as well as the write-back of a provision for
financing risks made in the preceding year. In total, the result from investments rose by
EUR 37.8 m to EUR 52.4 m.

The result from interest fell due to the enlarged scope of consolidation, the related increase
in the financial requirement for project business and the issue of an additional CHF bond
with a volume of CHF 200 m.

The other financial result was also lower in the year under review due to the aforemen-
tioned one-off effects in 2002/03.

Result before tax lower than in 2002/03, but consolidated result well up

Against this background, the result before tax for the 2003/04 financial year amounted to
EUR 135.9 m and was therefore EUR 9.4 m, or 6.5%, below the EUR 145.4 m of the pre-
ceding year.

The reduction in Austrian corporation tax to 25%, which is part of 3 tax reform package for
2005, had a positive effect and led to a revaluation of the provision for deferred taxes and a
corresponding reduction in the profit tax burden.

Following the taking into account of taxes on profit and minority interests, the Group net
result amounts to EUR 117.4 m, which was EUR 14.9 m, or 14.5%, higher than the compa-
rable figure for the preceding year (EUR 102.6 m).

The Group net result for the 2003/04 financial year corresponds with a return on equity
(ROE) of 8.7%, which was slightly lower than the 9.3% of the preceding year. However, it
should be noted that the financing measures completed during 2003/04 and the jump in
the value of the investment in Verbundgesellschaft according to IFRS, resulting from a rise in
the share price, led to a marked rise in the capital base. At 6.2%, the return on capital
employed (ROCE) remained stable at the level of the preceding year. EVN's weighted average
cost of capital after tax (WACC) in the period under review amounted t0 5.3%.

Balance sheet structure remains solid

EVN activities continue to be based on a very solid balance sheet structure. All in all, the
consolidated balance sheet total of the EVN Group increased by EUR 738.2 m, or 24.7%, to
EUR 3,732.0 m (previous year: EUR 2,993.8 m).

Fixed assets rose by 22.8% to EUR 2,925.0 m (previous year: EUR 2,381.3 m), The main rea-
son was the initial consolidation of the WTE Group, as well as the upvaluing of the invest-
ment in the Verbundgesellschaft due to the increased stock exchange price.

Overall business development
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Balance sheet structure
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Current assets increased  During the period under report, current assets increased by EUR 194.4 m, or 31.7%, to
EUR 807.0 m {previous year: EUR 612.5 m). Above ali, this development was due to a size-
able rise in current assets as a result of the capital increase and the raising of a second CHF
bond. Group inventories were also well up, which was due primarily to the marked increase
in the level of customer orders in progress derived from WTE project business. By contrast,
receivables fell slightly.

The share of fixed assets in total assets fell from 79.5% to 78.4% as at September 30,
2004. Conversely, the share of current assets increased from 20.5% to 21.6%.

Increase in long-term  On the equity and liabilities side, long-term liabilities rose by EUR 363.0 m, or 25.7%, to
liabilities EUR 1,776.5 m (previous year: EUR 1,413.5 m). This was due mainly to the full consolidation
of the WTE Group and the inclusion of its financial liabilities within the scope of project
financing, as well as the aforementioned issue of a CHF bond. As a consequence of the
inclusion of the WTE Group, the non-recourse liabilities entered into by project companies
rose from EUR 85.9 m to EUR 215.2 m. In addition, long-term tax liabilities also jumped
because of the result-neutral upvaluing of the investment in Verbundgeselischaft,

Current liabilities on the balance sheet date stood at EUR 399.8 m, which was EUR 20.3 m,
or 4.8%, below the EUR 420.1 m of the preceding year.

Equity ratio rises to 41,.7%  Due to the capital increase, the net result and the result-neutral value adjustments according
to 1AS 39, equity went up by EUR 395.5 m, or 34.1%, to EUR 1,555.7 m (previous year:
EUR 1,160.2 m). Accordingly, despite the increase in the balance sheet total, the equity ratio
of 41.7% was higher than the 38.8% of the preceding year. This led to a reduction in net
debt from 29.9% to 27.6%.




Far higher cash flow from the
result

Total cash flow:
minus EUR 35.6 m

Cash flow and corporate financing

In view of the higher operating result and the increased level of non-cash expenses, during
the period under review, the cash flow from the resuit was 21.2% up on that of the preced-
ing year at EUR 261.5 m. In spite of a rise in inventories, higher payments for taxes on prof-
its and a reduction in current liabilities, the cash flow from operating activities was 13.8%
higher than the comparable figure for the preceding year at EUR 242.6 m,

The cash flow from investment activities increased in 2003/04 from EUR 388.8 m to

EUR 553.7 m. This rise can be traced to the purchase of the WTE Group, an increase in
project business and, in particular, the investment of the liguid assets in short-term securi-
ties, which, according to IFRS regulations, are not to be classified as cash equivalents. This
change of reporting affected the cash flow from investment activities to an amount of
EUR 283.3 m.

The capital increase and the issue of a second CHF bond by EVN resulted in cash flow from
financing activities of EUR 275.5 m in the period under review, which was well up on the
figure for the preceding year.

All'in all, there was negative cash flow for the 2003/04 financial year of minus EUR 35.6 m,
which reduced the cash and cash equivalents to EUR 64.8 m on the balance sheet date.
However, EUR 416.5 m were invested in short-term securities, which according to IFRS, are
not allocated to cash equivalents.

Cash flow statement

2003/04 2002/03
EUR m EUR m
Profit before tax 135.9 145.4
Non-cash items 125.6 70.4
Cash flow from the result 261.5 215.8
Change in short- and long-term baiance sheet items ~1.0 143
Payments for taxes on profits -18.0 -16.9
Cash flow from operating activities 242.6 213.2
Change in fixed assets -132.9 -201.9
Change in financial assets -137.5 81.4
Change in short-term securities -283.31 -44.52)
Cash flow from investment activities -553.7 -164.9
Cash flow from financing activities 275.5 36.6
Total cash flow -35.6 84.9
Cash and cash equivalents at beginning of period 230.6 1434
Change in the scope of consolidation 3.0 2.4
Regrouping of securities from liquid funds to
financial investments -133.21 0.0
Cash and cash equivalents at end of period 64.8 230.6

" In the 2003/04 financial year, additions to the securities are reported under this item, which are used for
the investment of surplus liquidity, but do not meet the IFRS criteria for reporting as cash equivalents.

2 As changes to the securities are now reported under the finandial investments, the figures for the
previous year have been adjusted accordingly.
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Total investment of EUR 168.8 m

Further network expansion  In the course of the 2003/04 financial year, EVN invested a total of EUR 168.8 m in tangible
and intangible assets. This expenditure related primarily to the enlargement of the electricity,
gas and heating transport and distribution networks and their modification to the needs of
the liberalised electricity and gas markets. Other focal points included wind farm and district
heating plant expansion, as well as the installation of radio communications networks.

Of the aforementioned investment volume, EUR 107.5 m related to the electricity seg-

ment (previous year: EUR 116.2 m) and EUR 24.6 m ta the gas segment (previous year:

EUR 24.8 m). EUR 2.4 m were invested in the water segment (previous year: EUR 3.6 m) and
EUR 34.3 m in the heating, waste and other services segment (previous year: EUR 83.3 m).
EUR 17.2 m of this figure was allocated to the heating area and the remaining EUR 17.1 m
to the other activities within the segment.

Cash flow and investments
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