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	January to February 2009

	
	Prior Year
	Actual*
	Budget

	Turnover (M€)
	n.a.
	491,4
	715,1

	Sales Electricity (GWh)
	n.a.
	5,187
	7,152

	Sales Gas (GWh)
	n.a.
	3,708
	3,600

	Employees
	n.a.
	1,047
	1,105


.





Highlights

Adjusted EBIT

· The increase in adj. EBIT (+8.4 M€ compared to budget) is driven by a decrease of costs (+10.2 M€) and earnings from participations (+0.5 M€) whereas gross margin is below budget (-2.3 M€). The fact that the actual results surpasses the budget while the first forecast shows a lower result than planned can be explained by several aperiodic effects in favour of BU France that improved the earnings in the beginning of the year and cost relevant-expenditures in the first three months that are below the expected yearly average.
· Regarding the gross margin in detail the negative effects in the gas segment (-0.8 M€ mainly due to aperiodic effects in purchase) and in the heat segment (-5.5 M€) have been almost compensated by a positive effect in the power portfolio (+4.0 M€).

· Major effects beyond gross margin are deriving from lower maintenance costs (+1.6 M€), lower depreciations due to longer lifetimes of existing power plants (+1.5 M€), a decrease in personnel expenses (+0.9 M€) and several effects in other operating expenses (+6.6 M€).
Other highlights:
· BU France´s industrial plan regarding the decommissioning of the existing sites and the intended investment in power generation in France has been published in the last week of March. It states that the CCGT project in Gardanne will not be pursued, while those in Hornaing, Lucy and Lacq will be further analyzed as options. Immediate first reactions from the press and the trade unions were moderate, while in the beginning of April workers blocked the Gardanne site for one day. 
· BU France has sent its position regarding the revision of the power tariff regulation in France to the responsible ministry and the Chairman of the appointed commission. In this BU France stresses the need to open generation to competition and to deregulate the sales market.
Other Highlights
1. Highlights of Chances and Risks
· A recalculation of the revenues from the EDF contract showed that the changes in the public available indexes other than commodities will have a negative impact as the growth predicted in the MTP is likely not to reach the full amount (-4.9 M€ - already included in Forecast 1).
· Regarding the reduction in free allocation of EUAs BU France tried to obtain compensation from EDF, e.g. through changing the split of free EUA-allocation between SNET and EDF or including a cash adjustment in the safety clause (“clause de sauvegarde”). As EDF refused, talks with the French government have been renewed. In parallel BU France prepares an action which has to be filed with the deadline of April, 27th. At that time at least a preliminary complaint on the Council of State’s decision has to be expressed in order to keep all necessary means. It will be decided jointly from BU France and EEA if a legal action will be taken.
· BU France received the information that the free allocation of EUAs for Bialystok´s generation in 2008 will be received soon, i.e. the risk mentioned in the last Management Reports will disappear. Regarding the treatment of the remaining long position of 270 kt a decision will be taken in the beginning of April. 
2. Highlights of Sales and/or Operational Development

· Sales: Regarding Power Sales in the month of March 610 GWh were sold (thereof 200 GWh for the delivery year 2009, 220 GWh for the delivery year 2010 and 190 GWh for the delivery year 2011). Even if a deterioration of the credit worthiness ratings is seen amongst the industrial clients BU France maintains its strict risk policy, i.e. is asking for guarantees or other collaterals in case the minimum ratings are not met. The credit clause taken into in all new and renewed contracts even allows BU France to ask for higher coverage if the rating weakens after the settlement. Regarding Gas Sales several deals on PEG have been conducted with the collaboration of EET taking advantage of the reduced supply due to strikes. Furthermore BU France participated in the storage auctions and gained additional 175 GWh of capacities.

· Generation France: As due to a rise in the clean dark spread the forecasted production for 2010 has reached a volume of more than 12 TWh accelerated hedging have been started in order to lock in the margin. In the same time a decreasing clean dark spread in the spot market led to a very low load factor of approx. 12 % for the month of March (compared to a yearly average of approx. 40 %). However even as EDF did not call capacities under the long term contract and BU France was able to buy back the sold positions at lower prices even a positive margin deviation against the budget occurred. In addition due to the low clean dark spread in the spot market the unplanned unavailabilities did not have any material impact on the result. The only technical unavailability occurred in PR 4 where a tube leak caused an interruption of two days within a standby period. In EH 4 and Lucy the capacities were limited due to works on the turbine and a clogged ash filter.
· Generation Bialystok / Other: Because of a higher performance of the biomass boiler in Bialystok, daily consumption of biomass amounts to 900 tons compared to 700 tons budgeted. In order to be able to meet the demand the biomass procurement is closely monitored. For the current period ECB has contracted all biomass it needs. 
3. Highlights of Targets and Measures

· The industrial plan was finalized and presented to the Central Workers Council (CCE) on March 25th and to the Conseil d’Administration on March 26th. These presentations were accompanied by communication activities to other internal and external stakeholders (including press). The industrial plan underlines the ambition of E.ON France for growth in the French market while the global financial crisis needs to be taken into consideration in the investment plan. E.ON France will strive for a balanced generation portfolio with focus on CCGT, nuclear, renewables and clean coal. The decommissioning dates for the existing coal plants Hornaing 3, Lucy 3 and Emile Huchet 5 due to the European directive GIC were specified. For the coal plant Gardanne 4 technical and commercial prerequisites to prolong the lifetime beyond 2012 need to be analyzed further before a decision on the decommissioning date can be taken. The CCGT projects in Hornaing, Lucy and Lacq will be kept as options, while the CCGT project in Gardanne will not be pursued. The consequences of this transition phase for the employees will be managed in the forecast of employment and competences (GPEC). A crisis committee responsible for the ongoing follow-up of the communication of the industrial plan and quick reaction in press and in internal relations with trade unions was set-up. A particular focus was put on reactions from trade unions and press. CGT (major trade union) announced activities for Gardanne, for other sites no activities are planned so far. Reactions from national press were rather moderate, but local press in the region of Gardanne showed very concerned about the future of the site.
· BU France sent its position regarding the revision of the power tariff regulation in France to the responsible ministry (MEEDDAT) and the Chairman of the appointed commission, Mr. Champsaur. BU France stresses the need to open generation to competition, especially what concerns base and super-peak load. A 30 %-market share should be held by competitors of EDF in each segment at end of 2012. Regarding sales BU France asked for transparency on tariffs and expects the communication of a pre-determined date for the ending of tariffs for medium and large customers, while tariffs for households and small businesses should at least be influenced by market price signals in the future. BU France expects that the TaRTAM-regime will completely disappear by end of June 2010, i.e. the expiration of the current regulation. A report of the Champsaur commission should be handed over to MEDDAAT around April, 20th, 2009. BU France is expecting the proposal that the current tariff system for all households and small business may be maintained (“blue tariff”), while all regulated tariffs for medium and large industrial customers may be abandoned. In the future, medium and large customers should be able to buy electricity from any supplier complying with European law. However prices are expected to stay low, as a procurement of nuclear base load at a regulated price (“tarif de cession”) from EDF could be made available to these suppliers in order to source their retail business through a destination clause.
· After having set up a first 50 M€ internal credit facility for SNET in the end of January, the financial department of E.ON AG has taken the decision to also refinance the external 350 M€ credit line. Therefore a note declaring the advanced termination has been sent to the financing banks who will receive a repayment in the second week of April. The conditions for the internal financing are the same as for the existing external one. Also the extension of the credit facility that BU France will need in the upcoming course of the year to finance its investments will be provided by E.ON AG. 
· With the transfer of Powernext to European Commodity Clearing (ECC), BU France reached the agreement that margin calls vis-á-vis the organized market will be replaced by a bank guarantee. Other margin calls have also been reduced as the line with Gaselys covered by other collaterals has been doubled to 10 M€.
· In the discussions about a reduction of the gas flexibility offered by the grid operator BU France explained to the regulator (CRE) that the conditions set in the contract for EH 7 & 8 cannot be reconsidered. However BU France is prepared to accept solutions with incentives for a sound dispatch of the gas.

4. Highlights of Investments
· The erection of Emile Huchet 7 & 8 (2 CCGT-blocks of 430 MW) is continuing on track, i.e. no deviation in comparison to planned timeline and investment budget has occurred. In both blocks the installation of the steam pipes in the machine-room has begun.
· After the management for the clean coal-project in Fos-sur-Mer has been officially transferred to SNET already in February by notice to the port authority, this has also been contractually fixed between EKW and BU France on March 20th. Following this the reservation option for the 10 hectar-site in Fos-sur-Mer appropriate for a 800 MW-clean coal project has been contracted for another 3 year-period by BU France with the Marseille Port Authority.
· For the CCGT-project in Lacq BU France has given order to an expert (TIGF) to conduct an analysis on the access to the gas grid.
5. Highlights of relevant Activities and Changes at shareholding companies

· Wind activities of SNET will be reported via EC&R from March onwards in the virtual consolidation scheme. Therefore a deconsolidation was performed. The process for the merger of those project companies fully owned (100%) by SNET has been initiated and should be finalized by end of May 2009. As the wind activities have already not been included in the MTP of BU France no deviation will occur.
· Due to non-materiality the 100 %-stake in Surschiste will cease to be fully consolidated but consolidated at cost. This will reduce the earnings of BU France by ‑2.1 M€ i.e. the planned EBIT for Surschiste in 2009.
Comments of the controller of E.ON Energie AG
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Diagramm1

		Prior Year		Prior Year

		Actual/Forecast		Actual/Forecast

		Budget		Budget



Full Year

YTD

71.6

47

98.6

38.6



Tabelle1

				YTD		Full Year

		Prior Year

		Actual/Forecast		47		71.6

		Budget		38.6		98.6

		Delta 3>2		0		0

		Delta 3>4		Δ 22%		Δ -27%






