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reduction as well as the consolidation showed clear
results: For the first time, we achieved a positive EBITDA
and, at the same time, we managed to reduce the net loss
by approx. EUR 18 million compared with the previous year.

The development continued to move in the right direction:
In 2004 the essential infra-structural tasks were resolved
and new strategic products were introduced or the launch
of these was prepared. In 2004 we implemented the comp-
lete integration of the systems for the trading and clearing
landscape across all markets: With Xetra and Eurex we are
now using two extremely efficient and flexible system
which set the standard on the financial market worldwide
today. These systems enable us to launch new products
within the shortest possible period of time and to develop
new market areas. During this year of IT integration and of
the expansion of our product range EEX established a
sound foundation for the revenue and earnings situation
with regard to the future. The break-even could be brought
forward and was forecast for the year 2005.

During the past business year 2005 there was an array of
milestones which were achieved one after the other. In
view of the increased speed of growth we managed to ful-
fil the tasks which we had set for ourselves and continue
to keep our promises. The integration of the trading and
clearing landscape was completed, the introduction of for-
ward-pointing products was implemented within the limits
of budgeting. The results of an eventful year 2005 comprise
record revenue as well as a result after tax, which was
positive for the first time and exceeded even our own high
expectations.

We can now look back on a year of operative success
during which we have established a strong foundation for
the future in parallel with the satisfactory development of
business.
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Report by the Management Board

Dear reader,

This is the first report by the management board of Euro-
pean Energy Exchange AG (EEX), which we are pleased
and proud to present to you – pleased that we can report
the first business year with a positive result and proud of
what EEX has achieved during its development from a
regional electricity trading market to a European energy
exchange so far.

From minus nineteen to plus three in four years: There is
far more behind those figures than just the development of
earnings since the merger between EEX (old) and LPX.

In 2003, the first full operational year after the merger, we
came to terms with the consequences of the merger and
managed to achieve a new structural alignment by making
a major effort. With OTC clearing we introduced a new and
important structure from within the existing infrastructure.
Step by step the sustained restructuring, the ongoing cost

Report by the Management Board



We know that gas and coal are experiencing a renais-
sance. And we will make use of this opportunity.

All of this can only be achieved with people who have
committed themselves to the limits of their resilience and
sometimes even gone beyond those limits. On behalf of the
entire management team I would like to thank all of our
members of staff and their families as well as our business
partners and trading participants for the trust placed in us
and for the support during the development which our com-
pany has accomplished so far. We would like to invite you
to continue to accompany European Energy Exchange AG
and its clearing subsidiary also on the path into the future.

Dr. Hans-Bernd Menzel
Chairman of the Management Board
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Report by the Management Board

EEX is far more than just another power exchange among
many: Our prices reflect the market in Europe very well and
are seen and used as a reference far beyond the borders
of Germany. We see this as the basis for our participation
in the further liberalization process within Europe.

The fact that we set examples throughout Europe in terms
of attractiveness and security is underlined not least by the
open interest in the Derivatives Market, the market value of
which we have now managed to increase to more than
EUR 10 billion. Numerous product innovations, such as
trading in CO2 emission allowances or the fulfilment of the
physical future for France, show that we can make further
progress. 

In order to ensure that EEX remains an essential pillar of
the liberalized energy market we will continue to expand
our product portfolio in a forward-looking manner during
the current year. In addition to a continuous expansion of
the transparency of trading, the supervisory board of EEX
approved of the spin-off of the clearing division into a com-
pany of its own, European Commodity Clearing AG. The
preparations for this are being developed as planned.
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Report by the Supervisory Board

Report by the Supervisory Board

Dear shareholders,  

In 2005 the supervisory board dutifully discharged the tasks
for which it is responsible according to the applicable legisla-
tion as well as according to the statutes of the company in
a total of four meetings. During these meetings the manage-
ment board of EEX AG reported to the supervisory board
with regard to the current business situation and the
development of the company including the risk situation
and risk management both verbally as well as in writing.
The chairman of the supervisory board as well as the
other members of the supervisory board and the manage-
ment board of EEX AG ensured a regular exchange of
ideas also between these meetings. The supervisory
board was directly involved in all decisions which were of
fundamental importance for the company.

The discussion regarding the separation of the exchange
and of the clearing house under the company law, which
is to be implemented in the year 2006 retroactively with
effect as of 1 January, formed an essential focus of the
discussions on the supervisory board and the steering
committee which prepares the resolutions. The co-opera-
tions with other exchanges which are connected with the
spin-off were another focus of the deliberations of the
supervisory board and of the steering committee. 

The human resources committee dealt with matters of the
management board in one meeting.

This annual financial statement for the business year 2005
was audited by the final auditor elected by the general
meeting and commissioned by the supervisory board,
PricewaterhouseCoopers Aktiengesellschaft, Berlin with
the co-operation of the accounting department and was
certified without qualification.

The report by PWC regarding the annual financial state-
ment was submitted to all members of the supervisory
board and was discussed comprehensively during the
supervisory board’s annual accounts meeting in the pre-
sence of the final auditor on 5 April 2006. We had no
objections. The supervisory board approved the annual
financial statement prepared by the management board; it
is, hence, adopted.

The supervisory board thanks the management board and
all members of staff of EEX AG for the work accomplished
during the year under review. 

Leipzig, in April 2006
On behalf of the supervisory board

Dr. Jürgen Kroneberg
Chairman of the Supervisory Board
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Highlights of the business year

Milestones in 2005

EEX starts the new business year with record spot sales in
power. The trade volumes increase steadily, the number of
trading participants increases and the course of internatio-
nalisation is pursued further: At the beginning of the year,
123 companies from a total of 16 countries are registered
and active on the EEX platform. The open interest doubles
within a period of only one year as of the beginning of 2005.

In February a step setting the track for the future is taken:
The Spot Market switches to the Xetra system by Deutsche
Börse Systems AG. The combination with the Eurex system
allows spot and derivatives trading via the same technical
connection.

1st quarter

High interest in CO2 emission allowances: 37 of a total of
112 trading participants on the Spot Market are cleared for
the first spot auction regarding CO2 emission allowances
on an exchange in Europe.

The exchange council paves the way for physical power
futures. This means direct fulfilment of the forward trans-
actions which have fallen due is now possible through the
delivery or procurement of power.

Instead of being published after seven days, bid curves are
now published after only one day. This increases the trans-
parency in trading.

In April EEX achieved a new monthly record for the Deri-
vatives Market for Power with 55.2 TWh; in May more than
1.4 million MWh are traded on this market every day,
whereas 0.2 million MWh were traded on the Spot Market.
Since April it has also been possible to fulfil transactions in
Austria by means of the access to the APG balance area.

Five-year anniversary in June: With a total of 126 compa-
nies from 16 countries EEX has been established as the
energy exchange in continental Europe with the highest
number of trading participants.

2nd quarter

The information services offered by EEX are redesigned
and supplemented with data, analyses as well as charts
illustrating volumes and price developments.

Once clarity has been established with the Federal
Ministry of Finance regarding the treatment of physical
futures under the applicable sales tax law, trading with
physical power futures can commence.
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Milestones in 2005

EEX commences continuous trading in CO2 emission
allowances. During the first hour of trading alone more
than 22,000 CO2 emission allowances change hands; 
in the course of the day, a total of 38,450 are traded. 

3rd quarter

The trading participants can now choose between conti-
nuous trading during the day and auction trading. The 
path towards internationalisation is continued with the
launch of physical power futures in France.

On 4th October derivatives trading in CO2 emission 
allowances commences. 

The newly quoted European Carbon Futures are denomi-
nated in 1,000 CO2 emission allowances each of the trading
period from 2005 until 2007 and/ or of the Kyoto Commitment
Period from 2008 until 2012. In this context, the EEX clearing
house as always assumes the counterparty risk from the
futures transactions concluded.

With a daily turnover of more than 300,000 MWh for 3
October, which corresponds to approx. 24 per cent of the
German consumption of electricity, EEX once again sets a
record in spot trading of power.

4th quarter

With the introduction of French power Futures EEX offers its
trading participants trading and an OTC clearing service for
over-the-counter futures transactions in France for the first
time. In this way EEX also opens up considerable potential in
capital links and costs in this field for its customers in the
framework of cross-margining.

Trade volumes and trading participants continue to increase.
On the Spot and Derivatives Market for power the volume
reaches the level of the previous year at 602 TWh. The Spot
Market accounts for 86 TWh of this total, whereas more
than 517 TWh were recorded on the Derivatives Market –
these volumes correspond to a commodity value of more
than EUR 23 billion. 132 trading participants from 16 coun-
tries confirm the growth path of EEX.
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Business year 2005



7

Business year 2005

“The market works. This is clearly illustrated by the develop-
ment of the power prices on the exchange”, the German
Electricity Association (VDEW) sums up the energy busi-
ness year 2005, which was accompanied by vociferous
discussions regarding price manipulations and a lack of
transparency on the energy market and in particular on
European Energy Exchange which were covered exten-
sively by the media. Though the German wholeselling
market was characterized by considerable price increases
also for electricity during the year under review, the rates
for the final customers were still far below the level of
1998, the year of liberalization.

The statement by VDEW is confirmed by a study on the
development of electricity prices in Europe from 1995 until

2004 by Kema-Consulting. This study states that the power
prices both for households and industrial customers have
fallen in real terms on an EU average even though the de-
velopment proceeded differently in the individual countries.

Moreover, the price development was not a national pheno-
menon which prevailed on an isolated market resembling
an island. The year 2005 rather served to underline that
there are no individual national developments any more.
The price development on the regional markets has long
since begun to proceed in unison and in this process it is
strongly influenced by a demand for energy and primary
energy carriers, such as coal, mineral oil as well as natural
gas, which is increasing continually on a global level, and
by the price increases associated with this.

The energy-industry environment
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Business year 2005

Compared with the rest of Europe Germany does not display
conspicuously high electricity prices. With regard to the
exchange market prices, EEX holds an average position
among the European energy exchanges with a plus of
approx. 50 per cent.

However, in terms of the development of the trade volumes
EEX indeed managed to establish a considerable difference
in its development and displays by far the most positive
growth trend in a direct comparison with all European

energy exchanges. Since the year 2001 it has managed to
increase its volume to approx. ten times, it has the biggest
number of trading participants both from Germany and
from abroad; given the structure of its trading participants
it also has the biggest diversity of all exchanges and com-
mands a highly diversified product range.

This development is interpreted as clear proof of a wor-
king competition on the energy market by trading partici-
pants and representatives of various industrial federations.
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Business year 2005

Course of business characterized by a strong growth rate

European Energy Exchange AG finished the business year
2005 above its own expectations and was able to achieve
considerable increases with regard to both trade volumes,
revenues and operating results. An essential factor for this
development was a sustainable expansion of its own posi-
tion on a European level. In this process, EEX managed to
consolidate its function as the leading exchange in
continental Europe.

In addition to a forward-looking launch of new products and
services, a continuation of the path of internationalisation
as well as the integration of the systems landscape which
has now been completed contribute to strengthening the
presence on the market. This measure, into which more than
EUR 6 million have been invested over the past three years in
addition to the on-going operation, formed a structural and
organizational milestone during the year under review. By
means of this system which extends over all products, com-
prises both exchange as well as over-the-counter trans-
actions and covers both the Spot and the Derivatives Market,
EEX has established a synergetic potential which is unique in
Europe and now offers an integrated market on one of the
best systems landscapes in the world. In the framework of its
strategy of safeguarding growth, which has a long-term
orientation, EEX also achieved milestones on the product
side which were clearly visible throughout the entire year.

During the past business year EEX managed to significantly
increase its trading volumes and to considerably raise the
number of trading participants. The fact that this development
has been achieved in spite of the partly fierce public
discussions between representatives of various interests
regarding the integrity of the exchange as a neutral and fair
trading platform is proven by the continuously growing trust
in the exchange market of EEX – in Europe and beyond. The
degree of acceptance which EEX enjoys is also confirmed
by a considerable expansion of the clearing business.

The confidence of the market as well as the security
which the exchange market of EEX provides to its trading
participants is reflected in the strong increase in the open
interest. The open interest is defined as the sum of all buy
and sell positions which have not been fulfilled yet.
Following a doubling during the business year 2004 and a
roughly 12-per cent increase during the year under
review, the trend of this increase continues. As of the end
of the year 2005 the open interest corresponded to a mar-
ket value of approx. EUR 8 billion, roughly four months
later it exceeded a level of 200 TWh, which corresponds to
a market value of approx. EUR 12 billion, for the first time
ever. 

Against this overall backdrop European Energy Exchange
AG managed to achieve a positive annual result for the first
time ever in the history of the company. 
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Business year 2005

Trading participants with considerable plus

Both the development of the number of trading participants
as well as the development of sales displayed a positive
trend during the year under review. The international struc-
ture of the trading participants also increased in all EEX
market sectors, with an increasing number of companies
from central and eastern Europe.

With regard to the Spot Market a plus of ten trading
participants was recorded during the business year 2005,
whereas the number of trading participants on the
Derivatives Market increased by seven. The fact that
financial service providers become active to an increased
degree was particularly striking.
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Business year 2005

Trade turnover on the Spot Market

Trade turnover on the Derivatives Market
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Business year 2005

CO2 emission allowances move 
within the limits of expectations

Since October 2004 EEX has already published a daily 
CO2 price index on the basis of actual transactions; at the
beginning of March 2005 EEX started the first ever spot
auction regarding CO2 emission allowances in Europe
even before the national emissions trading registry in
Germany and most registries in the other countries were
operational. Continuous spot trading, the Derivatives
Market and OTC clearing for CO2 emission allowances
then followed during the second half of the year. 

After a start which was somewhat muted in accordance
with expected trading in CO2 emission allowances saw a
solid boom during the second half of the year 2005.
Small and medium sized companies in particular increasingly
used the possibility of trading in CO2 emission allowances
also via banks as intermediaries to EEX – similar to depo-
sits held at the house bank in the case of stock trading. All
in all, trading in emission allowances proceeded on a low
level during the business year 2005, as expected.
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Business year 2005

Revenue and earnings considerably above budget

Since the threshold of sales to the amount of EUR 10 million
had already been exceeded considerably by the middle of
the year, EEX managed to achieve further gains with
regard to the growth of the volumes during the second
half of the year. On account of the welcome growth of the
trade volumes in the core products as well as the adjust-

ment of the transaction fees on the Spot Market the sales
revenue was increased to EUR 23.5 million during the year
under review compared with revenue to the amount of
EUR 15.9 million which had been achieved during the pre-
ceding year. 

This results in an annual net profit of EUR 3.37 million after
tax for the business year 2005 compared with a net loss to
the amount of EUR 3.0 million during the business year
2004. Under consideration of the losses brought forward to
the amount of EUR 25.82 million as well as of an allocation
to the reserves for own shares to the amount of approx.
EUR 0.5 million the balance sheet loss as of 31 December
2005 was reduced to EUR 22.96 million compared with a
total of EUR 25.82 million during the previous year.
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Transparency balance sheet 2005
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Transparency balance sheet 2005

Report by the Exchange Council

The exchange council is an exchange authority of EEX
defined by law which is in charge of supervising the
management and adopting the conditions for trades.

The 17 members comprise three representatives of the
German TSOs, four representatives of the public utilities
and regional suppliers, one representative of the industrial
consumers as well as one representative of the financial
institutes, six foreign members and one representative
each of VIK and VDEW.

In addition to the regular analysis and further development
of the market activities the increase of transparency in

particular formed an important topic during the reporting
period. Recognizing the fact that the exchange only forms
one part of the power market and that for this reason the
exchange council cannot safeguard the transparency of
the overall market, we have endeavoured to achieve as
much transparency as possible while maintaining the
protection of the trading participants prescribed by law. 
For example the proposal put forward by VIK was imple-
mented, i.e. daily bid-ask curves are now published on the
Spot Market for power in addition to the prices. In order to
explain the role of the market makers, which has frequently
been criticized, the exchange council, moreover, resolved
to publish detailed data on this topic in its meeting in
March 2006.

Furthermore, the increasing European orientation of EEX
was at the centre of the discussions. Since approximately
one half of the trading participants and one half of the
volumes come from abroad, we cannot refer to the
exchange as a German exchange any more. From this
perspective, the gradual expansion of EEX to the neigh-
bouring countries is a logical consequence.

Dr. Jacques Piasko, Chairman
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EEX creates transparency

Transparency balance sheet 2005

Energy trading needs transparency. Confidence in the mar-
ket and, ultimately, in its liquidity can only be established if
the trade volume which is traded on the market can be
assessed and if the development of supply and demand
can be assessed equally well by all trading participants in
case of a corresponding commitment.

The European energy exchange provides this transparency.
By means of the publication of prices and volumes traded
as well as by means of further market-specific information,
it provides comprehensive data which allows conclusions
to be drawn with regard to the general development of the
market. The exchange sets pricing and scarcity signals
and grants all trading participants non-discriminatory
access to the wholeselling market.

EEX is an institution under public law and as such it is
governed by the stock exchange act. The stock exchange
act specifies that the trading prices have to be established
properly, that such have to correspond to the true market
situation in the field of exchange trading and that the sales
on which such are based have to be announced to the
trading participants forthwith. The provisions contained in
the stock exchange act regarding the publication of sales
and prices apply to commodity exchanges and securities
markets to the same degree. This means EEX is subject to
the same quality requirements as any other German
securities exchange.

Against this backdrop EEX is subject to comprehensive
supervision. The exchange council elected from within the
ranks of the trading participants whose tasks and authori-
ties are defined in the stock exchange act, passes the
rules and regulations of the exchange and supervises the
management board, etc. All bids and trades concluded are
checked by the Market Surveillance Office of EEX, which
reports directly to the exchange supervisory authority at
the Saxon State Ministry of Economic Affairs and Labour.
As the exchange supervisory authority this ministry exer-
cises its supervision of EEX in accordance with the provi-
sions of the stock exchange act. On the one hand, this

supervision extends to compliance with the provisions and
orders under the legislation regarding stock exchanges
(legal supervision) as well as to the proper execution of
trading on the exchanges (market supervision) on the
other hand. If required, e.g. in case of complaints by third
parties, the German Federal Financial Supervisory
Authority (BaFin) carries out such supervision as the
supervisory and investigation board. Moreover, EEX also
co-operates intensively with other important supervisory
authorities, such as the German Federal Cartel Office and
the Federal Network Agency. On a European level bodies
like the European Regulators Group for Electricity and Gas
(ERGEG), which unites 28 European regulatory authorities
and organizations, and the Council of European Energy
Regulators (CEER) have to be mentioned primarily.

Access to exchange trading on EEX is also provided for in
the rules and regulations of the exchange, which ensure,
amongst other things, that all the parties interested in trading
are licensed to trade on EEX under the same conditions.

EEX is an essential pillar of the liberalized market and a
basic pre-condition for fair competition. It stands for trans-
parency, market confidence and liquidity.
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Transparency balance sheet 2005

Comprehensive publications for trading participants and the public

The legal regulations do not prescribe any details with
regard to the publication of trade prices and trade volumes.
However, the creation of a transparent and liquid market
forms the precondition for functioning exchange trading.
With its comprehensive and detailed publication of market
data EEX contributes to transparency and, hence, to the
development of a liquid energy market also on the basis of
its own initiative.

Hourly prices and hour volumes, CO2 intra-day auction prices,
aggregated bid curves for the hourly auctions for electricity,

block prices, prices and volumes of continuous trading in
power, the CO2 settlement price, CO2 trading volumes, including
volumes from OTC clearing, are published in a manner as
up-to-date as possible in the framework of a clear hierarchy
of target groups in various systems and on various platforms
also via information providers, such as Bloomberg and
Reuters. 
The same principle also applies with regard to the publications
regarding the Derivatives Market which are just as compre-
hensive – from the open order book to prices and volumes in
various classifications extending to the open interest. 
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Transparency balance sheet 2005

In March of the past business year the exchange council
decided to shorten the lead time for the publication of the
bid curves on the Spot Market from seven days to one day.
Hence, the bid curves of a particular day can already be
inspected by the trading participants on the following day. 

On the homepage of EEX the current trading data regarding
the Derivatives Market, prices and volumes traded is made
available for the public to the full extent and in an up-to-date
manner (t+15 min.). After the end of trading this also applies
with regard to the data published on a daily basis: the tra-
ded volume, the number of contracts, prices upon opening
and closing of the market, the highest and the lowest
price, the settlement price as well as the open interest.

Transparent pricing procedure on the Spot and Derivatives Market

Immediately after the publication within the Xetra trading
system, the Phelix Base/ Peak is published on the home-
page of EEX and individual hourly prices and volumes are
published there 40 minutes later. Moreover, the CO2 intra-
day auction price on the EEX homepage is also made
accessible to the public directly after fixing.

After the end of trading historical data is available for gene-
ral access in the download area of the homepage of EEX.
In addition to the Phelix Base/ Peak regarding individual
hourly prices/ volumes, these comprise block prices, prices
and volumes of continuous power trading, the CO2 intra-day
auction price and the settlement price as well as CO2 trade
volumes including the volumes achieved in OTC clearing. 
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Transparency balance sheet 2005

During the trading hours on the Derivatives Market the
order book is open for inspection for all trading partici-
pants. Immediately after the publication within the Eurex
system the Phelix Base/ Peak is available for all trading
participants on the Derivatives Market as a News Board
message. This data is also available for the Xetra users on
the Spot Market immediately after the publication via a
News Board Message.

In July 2005 EEX expanded its services and its range of
information offers: All the trading data is available for
downloading in an electronic form on an FTP server.
Moreover, current descriptions of the development of
prices are provided by means of tables, charts and ana-
lyses in PDF format. Data on power trading, information
regarding trading in CO2 emission allowances and data
regarding the Spot Market is transmitted on every
exchange trading day via SMS. Almost all trading partici-
pants approved of the publication of the names on the
homepage of EEX. In addition, EEX also grants non-trading
participants the possibility of asking the Market
Surveillance Office of EEX (HÜSt.) to carry out inspections
at any time as a special service provided by the exchange.

General information and services
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Transparency balance sheet 2005

Extended range of information increases transparency

During the first quarter of the year 2006 further efforts were
made to increase transparency. The range of information
which the exchange provides to the trading participants as
well as to the public has been expanded considerably by
means of detailed information regarding market making,
such as obligations to quote and current quotes. The
market makers ensure liquidity for the exchange and make
sure that a trading partner is available at all times. In the
course of the past four years the share of the transactions
concluded by the market makers among themselves has
reduced continuously. Whereas more than 80 per cent of
the volume were traded between the market makers among
themselves during the peak of this development until the
middle of the year 2003, this share quickly fell to below 30
per cent and has settled on a level of approx. 20 per cent
since the middle of last year.

In the framework of the expansion of the range of infor-
mation offered EEX will provide information on fast market
situations on its internet site in addition. Up to now, infor-
mation on highly volatile market situations has only been
published via the trading system.

Beyond the scope of this expansion the exchange will now
provide the information regarding the aggregated bid cur-
ves from the Spot Market, which has only been available for
the trading participants so far, to the public for downloading.
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Transparency balance sheet 2005

Data on electricity generators also 
available on EEX information platform

The decision to publish operating data regarding their
respective German power plants in a centrally bundled
manner via the homepage of EEX taken by the electricity-
generating companies of EnBW, E.ON, RWE and Vattenfall
has made a decisive contribution to transparency on the
market. By means of said power plant data, which has
now been published on a daily basis since 10 April 2006,
the generating companies are now consistently continuing
the process which EEX has initiated and promoted steadily
in the interest of fair energy trading in order to strengthen
the confidence in the market ever since its establishment. 

In addition to the installed power plant capacities, the
generating capacities which are available on a daily basis
are listed broken down into energy carriers; moreover, the
quantities of electricity generated every hour are listed
subsequently. The data regarding the available capacities
can be inspected by everyone on every exchange trading
day as of 10:00 am for the following day as well as for the
364 days after that. As of 04:30 pm the information regarding
the quantities of electricity generated during the previous
day is available.
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Report by the Market Surveillance Office

Transparency balance sheet 2005

The complexity of energy trading occasionally produces
results which seem to be hard to comprehend at first
glance and need to be looked at in more detail. In order to
detect any possible attempts at violations of the ban on
market manipulations, the stock exchange act or the rules
and regulations of the exchange, the Market Surveillance
Office (HÜSt.) monitors the trading behaviour of the trading
participants in its capacity as the internal supervisory
authority of the exchange and as a supervisory authority
under public law.

The results of its monitoring activities were forwarded to
the exchange supervisory authority and to the management
board of EEX as well as to the Saxon State Ministry of
Economic Affairs and Labour at regular intervals.

In addition to the regular and ad hoc investigations in the
course of the day-to-day business, the Market Surveillance
Office continued to develop its methods and tools in order
to comply with the requirements arising on account of the
introduction of trading in CO2 emission allowances on the
Spot and Derivatives Market, of the launch of trading in
physical futures for Germany and France, the introduction
of an Austrian trading area as well as the switch of the
single hour auction on the Spot Market to the Xetra tra-
ding system.

The Market Surveillance Office also supports other autho-
rities with its data. For example it provided data regarding
the trading activities on the EEX market for electricity and
CO2 to the Federal Cartel Office for the investigation regar-
ding the connection between CO2 emission allowances
and the establishment of power prices which was still
under preparation at the end of the year under review.
Moreover, the Market Surveillance Office supported the
investigation into the state of the European gas and power
market by the European Commission (Sector Inquiry).

In addition, ad hoc analyses performed at short notice on
the occasion of certain events also formed part of the day-
to-day work of the Market Surveillance Office in 2005. All
in all, the investigations carried out by the Market
Surveillance Office were fortunately all “without result”.

Dr. Wolfgang von Rintelen
Head Market Surveillance
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Balance sheet as of 31 December 2005

Financial report 2005

European Energy Exchange AG, Leipzig
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Profit and loss account
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Financial report 2005

European Energy Exchange AG, Leipzig

Notes to the accounts 2005

The annual financial accounts for the business year 2005
were prepared in compliance with the provisions of the
commercial law and with the supplementary provisions of
the stock corporation act. The total cost type of accounting
according art. 275 paragraph 2 HGB [German commercial
code] was selected for the presentation of the profit and
loss account. The company is a medium-sized publicly
quoted company within the meaning of art. 267 paragraph 2
HGB. The development of the individual items of the assets
according to art. 268 paragraph 2 HGB is shown separately.
European Energy Exchange AG, Leipzig was established
through the merger of LPX Leipzig Power Exchange GmbH,
Leipzig and European Energy Exchange AG, Frankfurt with
PVG Vierzehnte Vermögensverwaltungs AG, Leipzig as of 1
January 2002.

The valuation and the preparation of the balance sheet
were effected in accordance with the general valuation
rules and accounting provisions as specified for publicly
quoted companies in the German commercial code under
consideration of the supplementary provisions contained
in the German stock corporation act. The provisions
governing the preparation of balance sheets for major
publicly quoted companies were complied with on a
voluntary basis. The rule against off-setting of balance
sheet items according to art. 246 HGB was complied with,
the going-concern principle was assumed, the valuation
principles of the previous years were maintained.
Assets and liabilities were valued individually. A conserva-
tive valuation was made, i.e. all foreseeable risks and los-
ses which have arisen until the balance sheet date have
been taken into account.

1. Accounting and valuation principles

Foreign currency assets and liabilities are valued at the
exchange rate upon acquisition or by applying the lower-
of-cost-or-market principle at the lower (in case of assets)
or higher (in case of liabilities) exchange rate as of the
balance sheet date.

2. Fundamental principles of the 
conversion of foreign currencies

3. Notes to the accounts

The balance sheet values as of 31 December 2004 were
used as figures for the purpose of comparisons.

IInnttaannggiibbllee  aanndd  ttaannggiibbllee  aasssseettss
The intangible assets and the tangible assets were valued
at acquisition costs reduced by scheduled depreciations.
The assets were depreciated in accordance with the ave-
rage useful life and under consideration of the admissible
tax life. The straight line depreciation method was 
selected for additions. Minor assets acquired during the
business year were written off during the year of acquisition
by applying the provisions as per art. 6 paragraph 2 EStG
[German income tax code].

The merger in 2002 was effected at intermediate values.
The goodwill created in this process is depreciated at a
constant rate over a useful life of 10 years.
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PPaayymmeennttss  oonn  aaccccoouunntt
As of the balance sheet date the item of payments on
account comprised a value of k€ 1,521. These concern
power deliveries resulting from physical futures and will
be settled financially in advance in accordance with the
clearing conditions.

AAccccoouunnttss  rreecceeiivvaabbllee  aanndd  ootthheerr  aasssseettss
The valuation of the accounts receivable and other assets
was effected at par value. Non-recoverable claims were
adjusted individually.

OOwwnn  sshhaarreess
As of 31 December 2005 there was a stock of 1,386,280
items; this corresponds to a share of 3.46 per cent in the
equity capital.

No own shares were sold during the business year under
review.

The valuation expertise as of 31 December 2005 commis-
sioned at an interval of two years by the pool of sharehol-
ders stated a value of € 1.27 per share. The own shares
were increased accordingly by k€ 513 with an effect on
profits.

CCaasshh  aanndd  dduuee  ffrroomm  bbaannkkss
The valuation of the available funds was effected at
nominal value.

AAccccrruuaallss
Expenses prior to the balance sheet date which form
expenses for a certain period of time after that day are
shown as prepaid expenses. 

EEqquuiittyy
The equity capital of the public limited company amounts
to k€ 40,050 and is included in 40,050,000 registered indivi-
dual share certificates.

BBaallaannccee  sshheeeett  lloossss
The balance sheet loss to the amount of k€ 22,964 consists
of the profit for the year 2005 to the amount of k€ 3,374, the
losses brought forward to the amount of k€ 25,825 as well
as an increase of the reserve for own shares to the
amount of k€ 513.

PPrroovviissiioonnss  ffoorr  lliiaabbiilliittiieess  aanndd  cchhaarrggeess
The provisions for liabilities and charges take into account
all the risks und uncertain liabilities discernible until the
preparation of the annual financial statement in as far as
such are not recorded under other balance sheet items.
Evidence has been furnished individually with regard to
the provisions for liabilities and charges and these concern:

AAccccoouunnttss  ppaayyaabbllee
Accounts payable are shown at the amount repayable.
There are no accounts payable with a remaining time to
maturity of more than one year.



29

Financial report 2005

4. Trust assets and liabilities

In accordance with the clearing conditions the partici-
pants in exchange trading regarding EU allowances have
deposited emission allowances in trust in the account of
European Energy Exchange AG held at DEHSt. As of 31
December 2005 the stock of these emission allowances
kept in trust amounted to 2,222,665 items with a market
value of € 47,009,364.75. European Energy Exchange AG is
obliged to deliver the emission allowances kept in trust at
any time and without any conditions.

5. Notes to the profit and loss account

SSaalleess  rreevveennuuee
The sales revenue for the business year is structured as
follows:

SSuupppplleemmeennttss
As in the case of the previous year, the turnover from the
sales on the Spot Market was netted out with the pur-
chases on the Spot Market (€ 4,170 million, previous year: 
€ 1,685 million) for the purpose of simplification. The taxes
on income and profits (k€ 1,196) have influenced the result
from ordinary activities to the full extent.

CCoonnttiinnggeenntt  lliiaabbiilliittiieess
There are no liabilities any more arising from guarantee
bonds towards the settling banks of the trading partici-
pants on the Xetra Spot Market with regard to the fulfil-
ment and execution of the transactions. Guarantees and
securities were returned fully in February 2006.

EEX AG assumes the counterparty risk of the respective
other party on the Spot and Derivatives Market. The posi-
tions of the trading participants are subject to constant
monitoring. In addition to this, only those institutions are
licensed for participation in clearing which are subject to
supervision by the respective national supervisory authority
and fulfil certain equity capital requirements. A risk
remains for EEX AG in case such a clearing member fails
and in case the security mechanisms do not cover the
entire market risk of the trading participant.

In order to safeguard the transfer of money via the
account held at Deutsche Bank, a guarantee to the amount
of k€ 3,000 has been deposited with Deutsche Bank AG.

6. Supplementary information as per 
art. 158 paragraph 1 AktG 
[German stock corporation act]

The balance sheet loss is structured as follows:
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The service agreement concluded with Deutsche Börse
Systems AG and the contract of lease regarding the
premises in Neumarkt 9-19, Leipzig have terms until the
year 2010.

HHuummaann  rreessoouurrcceess  ddeevveellooppmmeenntt
As of the balance sheet date 38 members of staff were
employed in the company, of which 3 employees were
senior executives. The average number of the workers
employed during the business year was 33.

OOtthheerr  ffiinnaanncciiaall  oobblliiggaattiioonnss
The following other financial obligations arise on an
annual basis:
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Management board

DDrr..  HHaannss--BBeerrnndd  MMeennzzeell, Leipzig, Chairman of the
Management Board

Information on the remuneration of managing directors is
dispensed with in accordance with art. 286 paragraph 4 HGB.

Supervisory board

DDrr..  JJüürrggeenn  KKrroonneebbeerrgg (Chairman)
Member of the Managing Board, RWE Energy AG,
Dortmund

TToorrggeerr  LLiieenn (Assistant Chairman)
President and CEO, Nord Pool ASA, Lysaker/Norway

EEddwwaarrdd  BBaacckkeess
Head of Department Market Supervision, 
Deutsche Börse AG, Frankfurt am Main

DDrr..  HHeeiinnzz  BBaauummbbeerrggeerr
Wettingen/Switzerland

WWoollffggaanngg  BBeehhrreennss
Head of Legal Department, Sachsen LB, Leipzig

UUllrriicchh  EErrkkeennss
Chief Executive, E.ON Sales & Trading GmbH, Munich

DDaanniieell  GGiisslleerr
Member of the Management Board, Eurex Zurich AG,
Zurich/Switzerland

CChhrriissttoopphh  HHaabbeerrmmaannnn
State Secretary, Saxon State Ministry of Economic Affairs
and Labour, Dresden

DDrr..  CChhrriissttoopphh  HHeellllee
Chief Executive Officer, MVV Energie AG, Mannheim

DDrr..  RRoobbeerrtt  HHeerrddee
Head of Process Management, Deutsche Börse AG,
Frankfurt am Main

AAllffrreedd  HHooffffmmaannnn
Head of Trading Services, Vattenfall Trading Services
GmbH, Hamburg

DDrr..  HHaannss--JJooaacchhiimm  KKlleeiinn
Chairman of the Managing Board, LVV Leipziger
Versorgungs- und Verkehrsgesellschaft mbH, Leipzig

RRoobbeerrtt  LLiilllleeffllootthh
Senior Project Manager, Nord Pool ASA, Lysaker/Norway

JJöörrnn  LLiimmaannnn
CEO, Nord Pool Spot AS, Lysaker/Norway

DDrr..  DDiirrkk  MMaauussbbeecckk
Managing Director, EnBW Trading GmbH, Karlsruhe

DDrr..  RRooggeerr  MMüülllleerr
Chief Legal Adviser, Deutsche Börse AG, Frankfurt am Main

GGeerrrriitt  RRoobbeerrtt  RRaauuppaacchh
Member of the Managing Board, Sachsen LB, Leipzig

EErriikk  TThhrraannee
Attorney at Law, Nord Pool ASA, Lysaker/Norway

WWoollffggaanngg  TTiieeffeennsseeee (until 22 November 2005)
Federal Minister of Transport, Building and Urban
Development and Commissioner of the Federal
Government for the Development of the New Federal
States, Berlin

VViinncceenntt  vvaann  LLiitthh
Director, BHF-Bank AG, Frankfurt am Main

DDrr..  HHaannss  JJüürrggeenn  WWiittsscchhkkee
Chairman of the Managing Board, DB Energie GmbH,
Frankfurt am Main

The members of the supervisory board have not received
any emoluments during the current business year.

Leipzig, 3 February 2006

Dr. Hans-Bernd Menzel



During the business year 2005 EEX AG achieved a positive
result for the year for the first time ever both in the history
of the company as well as in that of its predecessor com-
panies. As a result of this, the demanding business
expectations were more than fulfilled. Based on the new
structuring of the infrastructure in 2003 and 2004, the busi-
ness year was characterized by the expansion of the 
existing markets and the establishment of new products.

On account of the complete integration of the systems side
of the trading and clearing landscape across all markets,
which was implemented during the year under review, a
considerable expansion of the clearing business could be
achieved. Offsetting of the margins to be furnished across
various products and markets is possible through the
integrated clearing system. Trading participants can reduce
their capital costs on account of this. This means EEX AG
now has a unique selling point in Europe with this system.
Just how attractive and promising this is is also shown by
the increase in the number of renowned clearing banks to
a total of by now 11 banks.

The introduction of the first spot auction in emission allo-
wances (EUA) in Europe in March 2005 was followed by
continuous spot trading, a derivatives market and OTC
clearing during the second half of the year. 

At the end of August EEX AG launched trading, clearing
and OTC clearing for France. This French Power Future
will be introduced into physical delivery at RTE, the French
TSO, for the first time in January 2006.

The introduction of the physical German Power Future in
parallel with the established financial future in June 2005
enabled the trading participants to implement adjustment
measures with regard to the accounting rules as per IAS 39.

All of these measures taken together form an important
step for the consolidation of the position of EEX AG in an
intense and increasingly dynamic competitive environment.

The primary aim of EEX AG is to establish a leading position
for itself in the process of re-structuring within the Euro-
pean energy trading landscape which is to be expected.
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During the business year 2005 10 new participants were
acquired for the Spot Market and another 7 new participants
were acquired for the Derivatives Market. The number of
terminations (1 trading participant on the Spot Market on
account of restructuring within the group) was more than
offset by this. In the course of the year, the number of
trading participants increased from 123 companies to 132
companies (+7%) from a total of 16 countries. The trading
participants licensed during the business year primarily
come from the member states of the EU and increasingly
also from central and eastern Europe. In January 2006 the
first company with registered offices in Poland was licen-
sed to trade on the exchange. Currently, six further com-
panies are in the process of being licensed. The number of
countries from which the trading participants of EEX AG
come hence increases to 17 countries. On account of the
high and still increasing interest in trainings with regard to
trading on the Spot and Derivatives Market, EEX AG assumes
that the number of trading participants will continue to
increase in the future.

On the Spot Market for Power the trade volume increased
by 43% to 86 TWh compared with 60 TWh during the year
2004. This corresponds to 17% of the total German annual
consumption. The increase in sales on the Spot Market is
essentially attributable to an increase in the volume which
is due to the physical delivery of the financial futures con-
tracts (34 TWh; 2004: 18 TWh). In the classic optimization
trade (2005: 52 TWh) an increase of 27% was also achieved
compared with the previous year. This means revenue to
the amount of € 5.4 million (compared with € 3.5 million in
2004) was achieved on the Spot Market in total.

Trading participants 
and development of sales

Annual report

Financial report 2005
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However, this increase in sales is also due to an increase
in the transaction fees from 4 to 5 Cents/ MWh in August
2005 in addition to the increase in the volume. This increase
in fees became necessary since the implementation of an
EU sales tax directive resulted in a situation in which an
input tax burden has to be financed by EEX. The financing
expenses were prorated to the trading participants in
accordance with the principle of causality by means of the
increase of the fees.

During the previous year, the trade volume on the Deri-
vatives Market for power increased by 53% from 338 TWh
to 517 TWh. The development of exchange trading (actual
2005: 261 TWh) proceeded considerably above expect-
ations and managed to offset the development of OTC 
clearing and in particular of OTC clearing for options 
(actual 2005: 256 TWh and 14 TWh) which fell short of
expectations almost entirely. Compared with the planned
revenue for options trading to the amount of € 1 million,
only k€ 254 were achieved in real terms.

Trade volumes to the amount of 1.6 TWh and revenue to
the amount of k€ 44 were achieved with the French Power
Future, which was launched in August.

As expected, the contribution by trading in emission
allowances on the Spot Market was low with a volume
traded to the amount of 2,748,791 tonnes and sales revenue 
to the amount of k€ 102.

Trading in emission allowances on the Derivatives Market
fell short of expectations in this field with a volume traded
of 448,000 EUA.
Because of the suspension of the transactions fees until
the end of the year no sales revenue was generated here.
The decline in transaction fees which occurred on the
market on account of the competition between different
trading platforms both on the Spot and on the Derivatives
Market means that no major improvements can be ex-
pected in this field in the future either. The increase in the
trade volumes of the core products as well as the adjust-

ment of the transaction fees on the Spot Market have led
to a profit-sales ratio before taxes across all products to
the amount of 19.5% (2005: result from ordinary activities: 
€ 4.6 million, sales revenue: € 23.5 million; 2004: result from
ordinary activities: € –2.998 million, sales revenue: € 15.96
million).

After a doubling of the open interest from 2003 to 2004, the
open interest managed to achieve growth rates of approx.
12% from 2004 to 2005 with 138.3 TWh – with the last day of
trading in the year as the cut-off date - (2004: 121.8 TWh).
For this reason EEX AG assumes that the sustainable deve-
lopment will continue on the Derivatives Market in the 
future. Since the beginning of the year 2006 an increase to
150 TWh has been observed.

All in all, the sales revenue and the operating income
exceeded expectations by approx. € 3 million (actual 2005:
€ 27.6 million). In connection with the higher trade volumes
and the new products which have been launched as well
as in connection with the trading participants’ decision in
favour of high-quality technological connections (transitory
item for EEX AG) the actual expenditure incurred was
approx. € 2.1 million higher than had been expected.

As during the previous years, the expenses were deter-
mined in particular within the four pools of costs of
systems expenditure, market maker reimbursements,
human resources expenses and depreciations of goodwill
during the current business year. These items accounted
for roughly 84% of the total expenditure.

In order to be able to ensure smooth operations even after
the introduction of the new products referred to herein
above and with a view towards further aims in 2006, the
number of employees was increased from 31 as of 31
December 2004 to 34 as of 31 December 2005. With this
staffing EEX AG still has an extremely efficient position in
terms of human resources compared with other energy
exchanges and energy trading platforms.
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Financial status and income situation

With sales revenue to the amount of € 23.5 million (2004: 
€ 16.0 million) EEX achieved a result from ordinary activities
which improved by € 7.6 million compared with the previous
year (€ –3.0 million). On account of the profit for the finan-
cial year, which was reported for the first time ever, the
equity capital of EEX has increased from € 25.5 million to 
€ 28.8 million. On account of the balance sheet total, which
has also increased (2005: € 67.0 million; 2004: € 60.4 million),
the equity ratio has increased from 42.2% during the
previous year to 43.0% in 2005. The return on investment
amounted to 5% after negative figures during the preceding
years. After adjustment by the statement of accounts
receivable and accounts payable arising from the purchase
and sale of power to the amount of € 8.4 million, which is
caused by the balance sheet date, as well as the state-
ment of cash deposits in the cash assets and in the
accounts payable to the amount of € 18.1 million, which
was also caused by the balance sheet date, the return on
investment amounts to 8.3%. The positive financial status
and income situation is also reflected in the development
of the available funds. The company can cover all its
expenses with its revenues and generates a considerable
surplus. 
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Financing measures

Amendments in the sales tax legislation affecting the Spot
Market and a surplus in sales of commodities to com-
panies with registered headquarters abroad on this market
have led to an input tax burden to the amount of on average
€ 11 million per month on EEX AG since January 2005.
During the “peak” € 24.2 million were reported in the sales
tax advance return for December 2005. Financing of these
sums is ensured through external funds and internal
resources. In this context, EEX AG has a credit line to the
amount of € 17.5 million. A further sum of € 10 million can
be called in case of a maximum burden. In accordance
with the principle of causality, the financing expenses
entailed in this are borne by the trading participants on the
Spot Market in the framework of the increase in the trans-
action fees which went into effect in August. 

However, on account of the positive business development,
the operation and the further expansion of the company
can be financed through the cash flow of EEX AG to the full
extent as planned. 

Risk management

In compliance with the provisions contained in art. 91
paragraph 2 AktG, EEX AG has developed an early warning
system for risk exposure comprising all business segments.
Within this system the risks are evaluated with regard to
the probability of the event and the potential extent of
damage and classified into risk categories. The manage-
ment board prepares a monthly risk report on the basis of
the current status of the early warning indicators. More-
over, the management board reports to the supervisory
board with regard to the risk situation on a quarterly basis.
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Indications regarding further essential
opportunities and risks of the future
development

The introduction of OTC clearing for the German electricity
market has shown the acceptance of clearing as a tool for
risk controlling and has been a business success. EEX AG
is planning to expand the business segment of clearing via
an independent subsidiary which will be wholly owned by
EEX AG at first. Clearing enables the trading participants in
particular to reduce internal administrative costs while
maximizing the protection against the counterparty risks
(“Enron risk”) at the same time. EEX AG expects the share
of the clearing revenue in the total sales to increase from
52% to 56% during the years 2006 to 2011.

The company-law separation of EEX AG into an indepen-
dent company operating the exchange and an independent
clearing house, which is planned for the year 2006, entails
substantial opportunities for additional growth through co-
operations with other exchanges. Concrete talks and con-
tract negotiations are currently being held with two
exchanges. The new clearing house will then emerge on
the market as an independent provider of clearing as a
service. At the same time, the acceptance of the clearing
house forms an essential precondition for its commercial
success and hence constitutes a substantial financial risk.

Perspective

On account of the expenditure which is associated with
the company-law separation into an exchange and a
clearing house as well as on account of the expansion of
existing markets and of the launch of new markets EEX AG
expects a result to the amount of roughly € 3 million for the
year 2006. The project work associated with these plans
will tie up an essential part of the available resources.

External influences, such as accounting rules (e.g. IAS 39 –
fluctuations in the equity capital of the trading participants
on account of the statement of futures settled financially),
taxation legislation (e.g. financing requirement for increased
input tax burdens), the EU Directive on Markets in Financial
Instruments (MiFID – risk of advancement of the non-
organized market) or the Energy Industry Act (as things
stand at present this law does not lay the foundations for
the development of an exchange gas market) might affect
the future of the business of EEX AG to a considerable
degree. 

Apart from this, no further material risks beyond the usual
limits are discernible.

Leipzig, 3 February 2006

Dr. Hans-Bernd Menzel



Report by the final auditor*

We have audited the annual accounts – consisting of the balance sheet, the profit and loss account as well as the notes –
including the accounting documents and the annual report of European Energy Exchange AG, Leipzig for the business year
from 1 January until 31 December 2005. Accounting and the preparation of the annual accounts as well as of the annual
report in accordance with the provisions of the German commercial code lie within the sphere of responsibility of the
management board of the company. It is our task to give an opinion on the annual accounts including the accounting docu-
ments and on the annual report on the basis of the audit which we have carried out.

We have carried out our annual audit according to art. 317 HGB in compliance with the German principles of proper final
audits established by the Institute of Auditors (Institut der Wirtschaftsprüfer (IDW)). According to these the audit has to be
planned and carried out in such a way that inaccuracies and violations having an essential impact on the presentation of
the image of the assets, liabilities, financial position and profit or loss conveyed by the annual accounts in compliance with
the principles of adequate and orderly accounting are recognized with sufficient certainty. In establishing the auditing
activities the knowledge regarding the business capacity and regarding the business and legal environment of the company
as well as expectations with regard to possible errors are taken into account. In the framework of the audit the effective-
ness of the internal controlling system with regard to financial reporting as well as records for the information provided in
the accounting documents, in the annual accounts and the annual reports were evaluated primarily on the basis of random
samples. The audit comprises the assessment of the accounting principles applied and of the essential judgements of the
management board as well as the evaluation of the overall presentation of the annual accounts and of the annual report.
We are convinced that our audit forms a sufficiently safe basis for our evaluation.

Our audit has not led to any objections.

According to our evaluation on the basis of the findings obtained during the audit the annual accounts correspond to the
legal requirements and convey an image of the assets, liabilities, financial position and profit or loss of the company which
corresponds to the actual situation in compliance with the principles of adequate and orderly accounting. The annual
report corresponds to the annual accounts, all in all conveys a correct image of the situation of the company and outlines
the opportunities and risks of the future development appropriately.

Berlin, 17 February 2006

Pricewaterhouse Coopers
Aktiengesellschaft 
Accountancy firm

* The report by the final auditor exclusively refers to the final accounts and to the annual report on pages 23 ff.

Herrmann
Auditor

p.p. Schmid
Auditor
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