e-on

Communication package #3

PerformtoWin:
Functional empowerment in
Generation

Dusseldorf, April 23, 2009, Project team




Contents

* Functional fleet management
* NBU and EEN: Steps to a new setup
* Change management

* Lighthouse Generation: Mission and structure of the project

Infopackage 3 April 23, 2009

2



E.ON generation business with untapped potential

Our biggest value source...

320 TWh
19,000 employees
€ 5.3 bn EBIT from Generation

€ 1.5 bn for maintenance &
refurbishment investment

€ ~1 bn for running maintenance (thc)

... Shows distinct improvement need

Advantages from fleet not realized

- Consensus driven decisions

- No clear accountabilities for fleet
targets

CoC lacks impact beyond transparency

- Detached from local asset mgmt.

- No cross MU management support

- Little/slow implementation

Vague functional reporting lines

- No dedicated heads of committees

- Reporting via MU participants

Infopackage 3 April 23, 2009
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Functional empowerment in generation is the next step of

change for value creation

250 - Significant value increase
through stronger functional

200 - steering
150 -
100 -

. BSC world GSC world

~ 21 ~ 52
0 ‘ . : | : .
...—2006 2007-2008 2009-...

1 €0.75m cost reduction SCR catalyst procurement (fossil) & €1m cost saving in-house waste management (nuclear)
2 €2.7m SCR catalyst management on existing fleet & €2m assumed annual savings from New Build Units SCR catalyst procurement 3 per year
Source: 1 BSC chairman presentation Nov 2005 and Vorstandsvorlage 5.12.06 from Oliver Kasper 2 GSC presentation 17.02.2009 Infopackage 3 April 23, 2009
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Three blocks of potential from functional empowerment

Logic of potentials due to functional

empowerment Generation

Measures
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tional

mea-
sures

p2w
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sures

p2w measures

pP2w measures
transferred

CE, UK, Nordic

Italy, Spain, France

MU
Focus

0 Functional empowerment is partially prerequisite

for identified p2w measures

Q Identified measures can be assigned to MUs which
were not in focus in p2w phase |

@ Additional potential due to functional
empowerment across all relevant MUs

Value generation by functional
empowerment (Min and Max)

Value generation

(Mio.

gm_

200 -

100 -

€)
116 230
|:| Add. potential (max)
B Min. potential 63
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T T

p2w measures  Transfer of
enabled by measures on
functional further MUs

empowerment

Additional SUM potential
measures functional
empowerment

Potential blocks
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Roles of key functions in functional fleet management

Basic structure new Functional Fleet Management Basic roles

o GFM: Accountable for the success of a
technology-specific fleet across MUs.

r——--n1 . .

'O XGFM | e e UK NordicSpain Haly €) FMC: Responsible for the success of a

' Oerm : 3 3 N3 N3 | technology fleet across MU and BU.
Steam ST O Emc steam Creating value added through increased

:0 :- . B B R cross MU synergies and continuous

CCGT i ‘cia"i"T ! O Fmc cceT improvement within the technology.
Nucl O 6em :- ) - 9 MU/BU: Key role for securing operational

uclear | Nudear ' Aolt ey success and development (e.g., Country

| QG . [t specific guidance and service provision,
Hydro | Hydro : © FMC Hydro stakeholder management and project

| - N development)

o XGFM: Ensuring that cross technology
synergies are achieved (e.g., common
maintenance contracts and cross technology
development of senior managers)

“FMC = Fleet Management Center ““GFM = Global Fleet Manager Infopackage 3 April 23, 2009 6



Clear role distinction between GFM and MU defined

» MU/BU integrates assets into
prrsrensansnssensasnsessaens market (stakeholder mgmt., HR,
crisis mgmt., admin services)

: * No technical steering by MU/BU,
Functional fleet management (FFM) but close information loop with FFM
required to fulfill role

* FFM sets fleet and plant's
performance targets (budget, MTP,
KPIs)

* FFM take the long- and medium-term
decisions on engineering &

maintenance strategies * Role of plants not significantly
- Steering of plant 0&M by FFM, full é‘f‘“‘t&, changed for day1o-day operarions
decision/implementation power (one clear reporting line locally)

* No change in legal structure; no

substantial moving of staff
Local

“FMC = Fleet Management Center ““GFM = Global Fleet Manager Infopackage 3 April 23, 2009 7



Next steps for functional fleet management

Based on an approval of main directives from the ExCo, team will continue with
phase Il of concept detailing:

* Review each MU/BU against the functional blueprint to understand the speed and
implementation path, identify potential risks and mitigation actions

* Define future interfaces between market units and GFM

* Engage with generation business around suggested changes to get feedback on
issues/problems, and potential solutions

* Continue to build momentum for change, ongoing change mgmt. process

* Return to the ExCo with detailed results of implementation review for final
detailing of functional empowerment structure, organization, value and
implementation plans

Infopackage 3 April 23, 2009
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NBU: Further empowerment of NBU promises synergies
across MUs and technology types

New build unit installed in europe.on Benefits through further empowerment

First experience gained:

cc « NBU established as competent partner for
fossil new build

* Successful knowledge transfer, based on

:‘é CE UK Nordic RU PEG operational experience of EKW
g I v
5
TEB EKW
g | Further empowerment of NBU:

_____ m ot eoecifi » Leverage synergies and utilize scale effects

roject speciric: . . .
part o'f« st'eerin'; committee between project organizations across all MUs
and technology types
----  Functional report - Foster even stronger cooperation with EEN to

profit from operational view and expertise

Infopackage 3 April 23, 2009 10



Two major changes for NBU and EEN: Joint steering by CC
and revised interface

Organizational setup

CC

1
Board of directors m Board of directors

New NBU Revised New EEN
interface

Description

1 Joint steering by CC by dedicated
executive as CEO of both units (with
operative responsibilities)

2 Revised interface between project
management and engineering service

- New NBU as flexible provider of
new build project management
services', with clear focus on
owner's perspective, and
potentially wider range of
technologies

- New EEN with clear focus as
engineering service provider,
ensuring synergies between
engineering of new build, O&M
support, and R&D

oY - A ey evvs



New new build unit: Integration of nuclear and large hydro

new build activities planned

Project type m

project-

mgmt.

Joint steering of NBU and EEN

New build | £ sineering functions

New Build | Operations

S Nuclear Integration depending on status of

"E brojects ; implementation plan '09

= — —

& Large hydro L el
Offsh%l:sepwmd/ Analysis ongoing

.. fl Large-scale pro- .

S jec%s (e.g. LBG) Analysis postponed*

:

K=

ey

g Analysis ongoing

o

(U]

Small hydro/
Onshore wind
1. No new-build project development 2. Mainly Offshore wind parks — early discussion with ECR needed
3. Heat production leading 4. Assessment starts in next project phase

No integration

Analysis
post-
poned*

Level of relvance for new NBU:

High immediate potential to profit
B from synergies by integration in
new NBU
High potential to profit from
synergies on medium time-scale

- Expected synergies smaller than
disadvantages

Infopackage 3 April 23, 2009 12



Next steps for NBU/EEN setup

* Based on an approval of main directives from the ExCo, team will continue with
phase Il of concept detailing:

* Detail revision of interface NBU/EEN and discuss with managing directors of
NBU/EEN

* Define measure for internationalization of new NBU

* Analyze integration time lines for other technologies (nuclear, offshore wind/CSP,
large hydro)

* Present new NBU concept to important stakeholders in MUs

* Return to the ExCo with detailed results of structure, organization, value and
implementation plans

Infopackage 3 April 23, 2009 13
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Functional empowerment Generation: Managing the change

* Interviews with most impacted MDs (8) before project start
* First communication package distributed March 10
* Second communication package distributed March 25

* More than 30 individual talks with managers of companies in the
scope of the generation project

* Third communication package distributed April 23

* Change workshop “Leading generation” May 7 and 8 (invitation to
leading generation managers in the whole group - no participant
without individual discussion with project lead before workshop)

Status: April 6, 2009 Infopackage 3 April 23, 2009 15



Change Management: Communication plan

Yo
v

2009
March April May June July
Format Responsible Recipient Regularity 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 3031
|
Official communi- Change mgmt.& MDs generation ~ * Every2-4weeks | @ @ € @ @ <L
cation package communication :
. . |
Information Project mgmt. Boards of * End of phase |
tour (Rimmler, generation MUs/ End of phase I |_
Lightfoot, Jost) BUs P :
Local discussions Board members  Local generation * in assoc. with _

after Infor-
mation tour

Change
workshop

Toolbox for

change Mgt. in
execution phase

of generation
MUs/BUs

Change mgmt. &
communication

Change mgmt. &
communication

managers / inte-
rested others

Decision board plus

Boards of
generation MUs/
Bus / Comms resp.

information tour

as required

Status: April 22, 2009

Phase |

Infopackage 3 April 23, 2009
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Original slide from
ExCo January 27

In January, E.ON AG Board decided validation of functional
empowerment within dedicated project team

Adjustment of generation organization recommended, yet a full functional organization seems

currently not to be the appropriate step
* Strengthen of management structures and extension of decision power in functional

dimension of matrix currently are most appropriate
* Stringent central management of NBU by CC to be tackled, interface to EEN to be reviewed

Structural changes need further detailing and assessment along three core questions
* How to allocate tasks to functional- and MU-dimension (e.g. capex allocation)?
* How to organize the functional dimension accordingly (e.g. fleet management center)?
* What are the organizational and reporting-model for the NBU?

E.ON board agrees to a project group for validating the empowerment and NBU/EEN
* Project group will be lead by Mr. Rimmler
* Project group will include members from MUs
* p2w supports project group in further analysis \/

Yes No

Source: Project team Infopackage 3 April 23, 2009 18



Project organization and roles in concept phase

7%

Project controlling

Change management for

executives and employees

Internal communication

Change Management
and Communication

A. Brandtner

Close exchange/
cooperation with module
teams

Preparing
communication
proposals for each
decision board

Source: Project team

D. Steinheider

Decision board

Functional fleet management (FFM)

W. Kohlpaintner

J. Prudlo (BCG)

Operational project work:

Baselining/assessment of current organization

Review, validation and detailing of functional fleet management concept
Fuel specific teaming with working group leader in second phase

Steering Committee/Sponsors .

K.-D. Maubach
M. Antonanzas

Project Management

E. RUmmler

Project Execution

M. Miiller (BCG)

Bi-weekly discussions and decisions

Decision by majority, PM has constructive veto
Leading fuel specific working groups

Challenging of
intermediate results
Approval and commitment
to intermediate results

r
Change Management
and Communication

e Definition of approach
* Lead of discussions
* Ensure buy-in

Project Office

M. Riiffer

* Administrative

New NBU/EEN (NNE) assistance

H. Urban
H. Zimmermann
S. Stock (BCG)

Organizational support

Infopackage 3 April 23, 2009 19



