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Thank you, Astrid. I too would like to welcome you to the presentation of our results for the 

first nine months of 2018. 

 

The big picture is that, all in all, at the nine-month mark of 2018 we’re on course to meet our 

targets. But I also don’t want to hide the fact that our operating performance was weaker 

than we anticipated. I’ll get to our earnings and cash flow in a moment. Let’s start by taking 

a look at the markets and the policy developments in the countries that are particularly 

important for us.  

 

At the time we became an independent company, it was often said that Uniper stock is a 

“bet on rising commodity and energy prices.” And, indeed, market developments have 

proven those investors who counted on this to have been correct. In our view, energy and 

commodity markets around the world continue to move in the right direction. Higher fuel 

prices (above all for coal), rising carbon prices, and structural changes on generation 

markets have led to further increases in electricity prices as well. 

 

The current year-ahead price for baseload electricity in Germany is over €45 per megawatt-

hour (MWh). At the time of Uniper’s stock-market listing that would’ve been unimaginable. 

Just to remind you: two years ago, wholesale electricity prices were at lows of €20 per 

MWh. Scandinavia’s extremely dry, hot summer has led to very high electricity prices there. 

At times, it actually had to import power from Germany to offset the drop in hydro output 

resulting from low water levels. Uniper’s hydro plants in Sweden have suffered from the 

water shortage as well and produced less power in the third quarter of 2018 than the same 

period last year. The situation in Scandinavia aptly highlights how sensitive power markets 

can sometimes be to the weather and unplanned plant outages and how important backup 

solutions are for ensuring a reliable energy supply. 

 

Gas prices have increased as well. The price of wholesale gas in the market territory of Net 

Connect Germany rose from just around €17 per MWh at the end of the third quarter of 

2017 to €25 at the same time this year. Prices have come down a little bit since then. The 

summer-winter spreads, the decisive margins for our gas storage business, are trending 

upward as well. But even though these margins have widened by about 30 cents per MWh 
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since the beginning of winter, that’s not yet a real improvement. The economics of the 

business remain not terribly attractive. In part because the weather has been very mild 

during the start of the gas year, the market currently appears placid with regard to gas 

deliveries to Europe. Another reason for this is that LNG is playing an increasingly 

important role in the global gas market and the supply of it is growing. 

  

As I said, no one could’ve predicted with certainty the strong recovery of power and gas 

prices. As you know, to minimize our exposure to price fluctuations, we had to hedge the 

prices for a portion of our generating capacity at a relatively low level. Our hedged prices 

are lower than current market prices, which, compared with the prior year, had an adverse 

impact on our third-quarter earnings as well. However, further ahead—mainly in 2020 and 

more so in 2021—we still have open positions. In the future, we’ll therefore benefit more 

from further price increases. 

 

But rising gas prices don’t just have positive effects on our business. On the one hand, they 

also mean that it costs us more to refill our gas storage facilities, which adversely affects 

our liquid funds. On the other, current market developments lead our procurement partners 

to want to renegotiate their long-term contracts with us. For example, we’re currently 

preparing for an arbitration proceeding with a gas supplier regarding one of our large and 

important long-term contracts. These contracts aren’t etched in stone, so this is a 

completely normal occurrence. The contract terms need to be revised from time to time to 

reflect how markets have changed, sometimes in one direction, sometimes in the other. 

Uniper is striving to reach a commercial agreement with this gas supplier, even though our 

respective views are currently still quite far apart. 

 

Carbon prices in the third quarter rose as high as €25 per metric ton of carbon dioxide. The 

decision to reduce the supply of carbon allowances in the EU Emissions Trading Scheme 

(ETS) by creating a market stability reserve was a decisive factor in this development. Even 

though prices have declined somewhat since then, compared with last year the trend is 

definitely upward. This increasingly enables the ETS to exert its power and move things in 

the desired direction ecologically. If this trend continues, the end of coal-fired power 

generation in Europe could be accelerated by a market-based mechanism. Rising carbon 
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prices automatically crowd older, higher-emission generating capacity out of the market in 

favor of lower-emission technologies. 

 

Speaking of the coal phaseout, I’d like to say a few words about this issue. By the end of 

the year, a commission consisting of policymakers and various social groups is supposed to 

propose to the German federal government a set of structural measures that would make it 

possible for Germany to end coal-fired power generation. Uniper is actively involved in this 

debate by offering its expertise and making constructive recommendations. In late October, 

my colleague Eckhardt Rümmler gladly accepted the commission’s invitation to present 

Uniper’s position on the coal phaseout when the commission was making a local visit. Our 

position has three main components. First, we believe the emergency-only reserve for 

lignite-fired power plants should be extended in duration and also expanded to include 

hard-coal-fired plants. This short-term measure would help Germany reach its climate-

protection targets for 2020 by making it possible to reduce the gap to these targets by more 

than 20 million metric tons of carbon, while at the same time ensuring supply security 

despite the upcoming phaseout of nuclear power. And it would do this with sufficient lead 

time, which is very important for the employees affected. That would be a good compromise 

for everyone involved. Second, to provide companies like Uniper with incentives to make 

replacement investments in gas-fired capacity, Germany needs to establish a stable, long-

term policy and regulatory environment. One example would be to extend the Combined 

Heat and Power Act through 2030. Third, we believe that a voluntary tender process for 

decommissioning coal-fired power plants is the best mechanism for enabling Germany to 

achieve its long-term climate-protection targets. This would make the coal phaseout 

plannable and would prevent the structural dislocations that people are apprehensive 

about. And it would do this as cost-effectively as possible and in a macroeconomically 

reasonable manner. 

 

At this point I’d like to say a few words about Datteln 4 hard-coal-fired power plant. There 

have been rumors that the debate about the coal phaseout could possibly result in the plant 

never going online. The fact is, Datteln 4 will rank among Europe’s most technologically 

advanced and most efficient coal-fired power plants, albeit probably also the last in 

Germany to enter service. The focus of the coal phaseout should clearly be on old power 
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plants that emit significantly more carbon. Anything else would run counter to the energy 

transition, genuine climate protection, and the future viability of Germany as an industrial 

economy. 

 

I can add that work on Datteln 4’s steam generator is moving forward on schedule. About 

450 people are currently working at the construction site, of whom about 150 are 

dismantling the boiler walls piece by piece. The first new boiler components arrived at the 

construction site in October. In parallel with the work on the steam generator, other 

components continue to be tested. In short, we still plan for Datteln 4 to enter service in the 

summer of 2020. 

 

Germany’s neighbor France only has four coal-fired power stations. Uniper operates two of 

them. The French government announced that it wants to close the four power stations by 

the end of 2021. In other words, it wants to do this within the next three years, even though 

it hasn’t presented a specific timetable or passed any legislation for this purpose. Nor has it 

made any serious proposals to the companies for how this massive blow can be absorbed 

from a social and commercial perspective. 

 

As we stated in August at the release of our half-year results, we’ve therefore decided to 

place our business operations in France under a strategic review, which is currently under 

way.  

 

In recent weeks, we’ve had good initial contacts with government officials in France and 

want to continue these discussions. But the clock is ticking. The closure of our coal-fired 

power stations in Lorraine and Provence long before the end of their technically feasible 

operating lifetimes would eliminate roughly half our business in France and thus endanger 

our other operations there. We are, it’s worth remembering, French power producers’ only 

international competitor. Existing supply contracts, regional infrastructures, and hundreds of 

jobs depend on these assets. Since the announcement of the coal phaseout, there have 

been repeated protests against the French government and strikes at our facilities in 

France, which does economic damage to our company as well. I’d like to state clearly and 

fundamentally that Uniper expects compensation for the planned closure of our coal-fired 
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power stations, in part in our employees’ interest. There’s not much time left for a 

consensus-based solutions. In the weeks ahead our employees need clarity about what’s 

ahead. 

 

In the Netherlands Uniper operates Maasvlakte 3, one of the world’s most technically 

advanced hard-coal-fired power plants. The government aims to phase out coal-fired power 

generation by 2030 and to introduce a national minimum carbon price. It would be absurd to 

shut down Maasvlakte 3 after just 16 years of operation. If the Netherlands government 

decides to do so, here too it could only happen in return for appropriate compensation, 

which, if necessary, we would seek to obtain through legal action. In the consultations for 

this plan, Uniper is representing its positions and interests just as actively as in Germany 

and France. We expect the parliamentary process to be completed and draft legislation to 

be presented in the first half of next year. We’ve never concealed the fact that we consider 

national carbon prices like those under discussion in the Netherlands and France to be the 

wrong approach. The prevention of carbon emissions takes place at the European level, not 

through unilateral policies by individual countries. As I already mentioned, the EU 

Emissions Trading Scheme is a good, market-based mechanism that has demonstrated, 

particularly in recent months, that it works. 

 

As you can see, individual European countries are approaching the phaseout of coal-fired 

power generation in very different ways. Everywhere where we have a facility affected, this 

is of course an issue for us and particularly for our employees. But I’d like to emphasize 

again that it’s not our overriding issue. Because coal-fired power generation is just one part 

of our business. Indeed, although our portfolio is broadly diversified in terms of geography 

and generation technology, we place a significant strategic focus on our gas business.  

 

Our future focus will primarily be on gas, the perfect technology for the transition to a lower-

carbon energy future. With its domestic gas sources dwindling, Europe needs a secure and 

diversified gas supply to meet its future needs. We believe that a variety of procurement 

pathways are necessary to enhance competition in the gas industry and for this purpose 

are active in many areas. Thanks to our long-term supply contracts, gas infrastructure, 

trading activities, and sales, Uniper’s gas business has already established a strong 
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position. As my colleague Keith Martin recently explained in an interview, our LNG activities 

make us the only German company today that does business at so many stages of the 

LNG value chain. It therefore makes sense that we’re also currently exploring how we can 

facilitate the construction of regasification capacity in Germany. Among the various 

locations currently under discussion for a German LNG terminal, we think Wilhelmshaven is 

the most suitable. For example, Jade Weser Port – Germany’s only deepwater harbor – 

gives Wilhelmshaven the perfect infrastructure for handling LNG tankers of all sizes. 

Wilhelmshaven is also close to a segment of Germany’s gas transmission network and to 

important gas storage facilities, which would make the terminal’s integration into the 

country’s gas system very cost-effective. We want to get this project off the ground. After 

the terminal’s completion, we would see ourselves as an optimizer between gas 

procurement and marketing. We’re in discussions with policymakers and with companies 

from around the world that are willing to invest and that have the right know-how to make 

the project a reality at the lowest possible cost. We already know that this project is very, 

very competitive from a cost perspective. However, there’s still a lot of movement on this 

topic. As you’ve come to expect from us, we’ll communicate additional details as soon as 

they’re definite. 

 

To enable us to continue to supply Europe’s markets with gas at competitive prices going 

forward, we continually expand our global trading activities. For example, we’re also 

interested in the Goldboro LNG terminal in Nova Scotia, which is being built by Pieridae 

Energy of Canada. Conventional natural gas will be transported to Goldboro via existing 

pipelines, liquefied there, and transported by ship to markets around the world. Early on, 

Uniper concluded a long-term agreement with Goldboro to procure about 5 million metric 

tons of LNG annually. That’s roughly 70 TWh, or around 8 percent of Germany’s annual 

gas consumption. This demonstrates that we’re working very actively to diversify 

Germany’s and Europe’s gas supply. As with this project as well, we’ll report to you again 

as soon as there’s news. 

 

Despite persistent criticism, Nord Stream 2 is also making continual progress. In German 

and Finnish waters, 100 kilometers gas pipeline has been laid. The project is on schedule. 

With the exception of Denmark, pipe-laying has been approved in all countries. Opposition 
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from the United States continues, as do the sanctions against Russia. We continue to 

monitor the risks carefully. Through the end of September, Uniper had provided about €500 

million to fund the project. 

 

Let’s remain in Russia for a moment. The reconstruction of Beryozovskaya 3, one of our 

generating units there, is making good progress but remains an unbelievably complex 

process. Currently, we face increased requirements for the restored boiler’s fireproof 

coating. This will impact the timetable. As a result, the plant’s return to operation could be 

delayed until the fourth quarter of next year. Nevertheless, our objective, which has been 

contractually agreed on with our contractors, is for Beryozovskaya 3 go online as quickly as 

possible.   

 

I’ll turn now to our earnings and cash-flow performance. We recorded Adjusted EBIT of 

€386 million in the first nine months of 2018, which is significantly – 60 percent – 

less than in the prior-year period. We anticipated the major factors in this decline and 

communicated them early. They encompass the already-communicated portfolio changes 

as well as several structural effects: the absence of the earnings streams from Yuzhno-

Russkoye and decommissioned generating units along with the non-recurrence of the 

insurance payment for Beryozovskaya 3. These items alone total about €500 million. 

 

I already mentioned at the start of my remarks that our earnings continue to be adversely 

affected by lower achieved prices from the forward marketing of our generating capacity. 

Specifically, our achieved prices for our hydro and nuclear output are about €4 to €5 per 

MWh below the level of 2017, which reduced our nine-month earnings by about €100 

million year on year. Our operating earnings were adversely affected by negative currency-

translation effects on the Russian ruble as well. 

 

In terms of our operating performance, I don’t want to conceal the fact that gas optimization 

is somewhat lagging behind our initial full year expectations, as has our generation portfolio 

due to lower availabilities. Furthermore, the massive increase in carbon prices adversely 

affected our third-quarter earnings by roughly €200 million. This effect, known as carbon 

phasing, is temporary and not cash-effective. Let me explain it briefly. As you perhaps 
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know, we market our fossil-fueled portfolio one to two years in advance. To hedge against 

price fluctuations, we use derivatives to lock in power, fuel, and carbon prices. Hedging 

transactions for power and fuel are unwound during the course of the year at the time the 

power is produced, and the hedged prices from the past are what affects our EBIT. The 

situation with carbon is somewhat different. We need to have enough emission allowances 

to meet our obligations to the German Emissions Trading Authority (DEHSt). During the 

course of year, the costs for each metric ton of carbon emissions are factored into our EBIT 

through provisions we create based on the spot-market price at the quarterly balance-sheet 

date. Carbon hedging transactions are unwound once a year in December when the 

allowances are physically delivered to the DEHSt. This creates a certain temporal 

distortion, which in the first nine months of the year can sometimes result in our numbers 

indicating artificially negative margins for our fossil-fueled generation business: power and 

fuel are recorded at the prices hedged in the past, carbon, by contrast, at the current spot 

price. Due to the strong rally in carbon prices in recent months, the difference between the 

price at which we hedged carbon in the past and the spot price at the end of the third 

quarter resulted in an adverse effect of roughly €200 million. When our carbon hedging 

transactions are unwound in the fourth quarter, this effect will be cancelled out and the 

picture will return to normal. This phenomenon isn’t really new. But this time its magnitude 

was so considerable that I hope you’ll forgive me this brief digression. 

 

Income from compensation from the U.K. capacity market and tax reductions on hydro and 

nuclear power stations in Sweden had a positive impact on our nine-month operating 

earnings. The same applies to effects resulting from cost savings across the entire Group. 

The unwinding of hedging transactions in our LNG business also had a positive impact on 

Adjusted EBIT in the reporting period. 

 

Nevertheless, Uniper recorded a net loss of €521 million for the first nine months of 2018. 

The primary negative factor was once again the marking to market of commodity 

derivatives at the balance-sheet date. The difference between current forward prices and 

the price of the derivatives we used to hedge our position results in a significantly negative 

effect totaling €731 million. Another factor is the impairment charge of €270 million we 

recorded on Datteln 4, which we reported when we released our first-quarter results. In the 
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third quarter we had to record an impairment charge of €91 million on Provence 4, one of 

our generating units in France. Provence 4 entered service in the second quarter of 2018 

but subsequently experienced temporary interruptions in its operation. As a result, 

Provence 4 won’t be able to reach its assigned minimum operating hours and will therefore 

generate less income.   

 

This brings us to our cash-flow performance. Our nine-month operating cash flow of €89 

million was substantially below the prior-year figure, primarily for the following reasons: 

 

• First, the decline in our cash-effective EBIT is accompanied by a decline in our 

operating cash flow. 

• The active management of our working capital is another aspect. Our objective is to 

reduce the substantial seasonal fluctuations in cash flow, particularly between the fourth 

and the first quarters. 

• Our operating cash flow benefited significantly from this approach at the end of 2017. 

That will be the case again at year-end 2018, and our operating cash flow will return to 

normal. 

 

Adjusted Funds From Operations (Adjusted FFO), which we use to assess the potential 

dividend payout to our shareholders, totaled €772 million. Despite the absence of earnings 

due to structural changes, this is practically unchanged from the figure for the first nine 

months of 2017. This isn’t surprising, since the aforementioned seasonal fluctuations in our 

working capital don’t affect adjusted FFO. From the beginning, our dividend policy has been 

designed to ensure that funds available for distribution are as predictable as possible. Nine-

month adjusted FFO benefited from positive tax effects and a reduction in the utilization of 

provisions. 

 

Our economic net debt rose to €3.8 billion at the September 30 balance-sheet date. There 

are four main reasons for this temporary increase: 
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• First, fully €300 million is attributable to the application of IFRS 16, which requires 

liabilities under operating leases to be reported on the balance sheet. We explained this 

item when we reported our first-quarter results. 

• Another reason, which you may remember from the presentation of our half-year 

results, is that the sharp increase in commodity prices has required us to provide more 

collateral to back our trading transactions. This adversely affected liquid funds in the 

amount of €400 million at the end of the third quarter. 

• Third, our dividend payout for the 2017 financial year required liquid funds of roughly 

€271 million. 

• Last but not least, our seasonally low operating cash flow didn’t cover our investment 

needs at the nine-month mark. 

 

We anticipate that our economic net debt will recover by the end of the year and be roughly 

where it was at the half-year balance-sheet date, which is around €3.3 billion. The 

improvement in our operating cash flow in the fourth quarter will be the key factor. 

 

Uniper’s nine-month cash-effective investments totaled €387 million, about 25 percent 

less than in the prior-year period. €230 million went toward growth investments, primarily 

Datteln 4 and Beryozovskaya 3. We invested €157 million in maintenance. 

 

As you can see, despite a number of variables in our business and environment, Uniper’s 

overall picture after nine months is roughly as we sketched it at the start of the year. Today 

we can therefore reaffirm our forecast. The outlook range for our Adjusted EBIT – €0.8 to 

€1.1 billion – remains unchanged, although our somewhat weaker operating performance 

makes it likely that we’ll end up in the lower half of the range. We also affirm with no 

changes the range for Adjusted FFO: €0.5 to €0.8 billon. Here, however, we expect to be in 

the upper half of the range. Our planned dividend proposal for the 2018 financial year is 

unchanged at €310 million. 

 

Thanks for listening.  
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