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Performance

Following EEA´s reporting policy no performance figures are reported for the month of January. Foreseeable and relevant impacts on the result 2009 are reported as chances and risks (see 1).
Highlights
· The French national strike on January 29th caused a shut-down of all plants in the generation portfolio, except 80 MW at Emile Huchet 4. The negative impact on the gross margin was limited by sourcing on the market ahead of the strike (-1.9 M€). Some unplanned unavailabilities of the power plants in France occurred in Emile Huchet 4 (Boiler tubes leaking / 8 days), Emile Huchet 6 (boiler tube leaking / 5 days) with a negative effect on gross margin (-3.1 M€).
· Alstom has been condemned to pay to SNET 16.5 M€ of damages linked to failures during works realized in Provence’s plant. First payments amounting to 5.2 M€ have already been received on an escrow account. They have to be retained as the appeal-period of two months only started in beginning of February (+16,5 M€).
· In early January a polish arbitration court convicted SNET to a payment of 24.2 M€ concerning the non- investments in Bialystok. The obligation for the investments derives from the Share Purchase Agreement (SPA) SNET closed with the Polish Treasury in 2001. SNET decided together with EA-R to pay the penalty which was provisioned. The non provisioned interest will be partly allocated to the PPA; a minor part has to be accounted as interest payments in 2009 (‑1.7 M€ - see 5) for further details).
Other Highlights
1. Highlights of Chances and Risks
· The French power tariffs-regulator (CRE) plans to modify the accounting rules for the calculation of the financial compensation for the suppliers supporting the costs of TaRTAM. The impact can not be evaluated yet as the outcome of the modifications is still unknown. Meanwhile the compensation for Q4/2008 has been paid almost entirely and a first part of the delayed compensation payments for Q3/2008 have also been settled by CRE far ahead of its announcement to pay in 2010. Due to the finalization of implementation of Tarif Spécial de Solidarité (gas), the payment for 2008’ charges was performed on January 31st. The risk is pending that this charge cannot be passed through to customers retroactively (-0.2 M€).
· An agreement was found with ERG regarding retroactive charges for the modulation of individual gas-transactions in 2008. The final amount has been halved during the negotiations (-0.4 M€ - intercompany charge).
· The Russian-Ukrainian crisis created uncertainty for gas supply from January 6th and the following days as reductions of deliveries at Obergailbach were announced by ERG. In the end, ERG maintained the planned deliveries, although emergency measures had been implemented to meet its supply obligations with massive gas storage withdrawals and movements of gas between zones via swaps. Further risks are mitigated by the fact that together with ERG a substitution of gas supplies at Obergailbach by a LNG cargo delivered at Montoir (regasification over a 30-day period starting February 4th) has been prepared.

· The refunding of gas tax (TICGN) for power plant-consumption in the years 2006-08 has been sent to customs as the tax exemption was not applied (+1.0 M€).
2. Highlights of Sales and/or Operational Development

· Gas sales: Several spot transactions have been performed at the PEG during the Russia-Ukraine crisis and ensuing cold wave from gas in storage. Biddings for several contract renewals and new customers were posted, but due to the lack of competitiveness of gas sources the industrial gas market remains difficult for E.ON France. Therefore competitiveness benchmarks for future gas supplies to France will be set up and submitted to ERG/EET in February. On January 13th the Capsquare-platform has been launched by Fluxys and GRTgaz and is now the only mean to exchange transportation capacities. EFRE has subscribed to this platform, enabling in particular operations on the Obergailbach entry capacity. 
· Electricity sales: A Pan European Customer contract has been won in a joint project across several Market and Business Units (LPC - Swedish Tissue for 2010-2011 with 30 GWh per year in France). In the mean time a small reduction of the consumption forecast for year 2009 occurred (-80 GWh) as a contract was terminated after frequent payment incidents and the forecast was revised due to slower industrial activity. Other new contracts have been signed on 650 GWh for the delivery years 2010 and 2011.
· Generation in France: The annual CO2 control has been finished successfully for all the sites. The production in January is lower than expected (plant unavailability + strike), causing coal overstock. Considering the clause de sauvegarde EDF has renewed its request to settle the contract through a unique and final payment. If no agreement is found on a short term basis, EDF and E.ON France have to negotiate the application of the clause and define the product to sell in the market during the coming years. The process is carried forward with EEA and E.ON AG.

· Generation in Poland: First coal arrived through new logistic chain (vessels via the Baltic Sea) on time securing the sourcing even if so far no interruptions in the delivery of coal via trains from Russia have occurred. Free EUA-allocation for 2008 is still not in the registers, as approval of Polish NAP by European CITL is pending.
3. Highlights of Targets and Measures
· The responsibility for the integration of SNET was handed over end of 2008 to the respective line management. In January the new streamlined project management was established (e.g. only one jour fixe per month). The implementation project is well on track, however management attention on a continous basis is required in order to remain on schedule. A particular focus is put on the implementation of E.ON group guidelines (first guidelines rolled out end of January).
· Concerning the integration of sales business between EFRE and SNET workshops have been held on different subjects with the aim of a final implementation as of July 1st, 2009.
· Concerning the preparation of industrial plan it was agreed with trade unions to present the outcomes mid of March 2009. As a basis a suggested strategy and position of the BU E.ON France on the French generation market was developed and aligned with EA-E. The communication of the industrial plan will be closely aligned with HR.
· Preparation of tender process for hydro concessions is progressing. Based on the information received by the ministry of energy it is expected that concessions will be clustered and tendered as "packages". As a consequence significant delays in the tender process for major concessions are expected. However, the project team expects that the tender process for some concessions will start mid of 2009.
· A first workshop on the strategy for the engagment in the field of ELDs (entreprises locales de distribution – regional distributors) was set-up with Sorégies in order to identify potential topics for cooperation.
· The Group Reporting for the first year end closing of BU France was carried out succesfully. Together with EA-CR an optimization-project for processes concerning the IFRS-reporting via SAP SEM has been set up. The aim is to report SNET, Bialystok and SNET´s wind activities (Aérodis) via different packages and perform consolidation directly within SAP SEM. This will also facilitate the virtual carve out of Aérodis towards the MU EC&R foreseen for Q1/2009.
· In January SNET entered into the perimeter of E.ON´s internal group financing with the approval of a 50 M€ credit line granted by E.ON AG and coordinated via EA-CKR. A first drawing is likely to be performed soon. Major unforeseeable reasons for the financing need have been non-payment by CRE of Q3 compensation for TaRTAM and penalty in the Bialystok litigation.
· The SNET intranet has been linked with the E.ON Energie Intranet. A new setup of the E.ON France internet and intranet homepages is under preparation.
· The last round table on the Plan Pluriannuel d´Investissement (PPI) took place on January 27th, 2009. Snet handed in its final position for this last meeting. The PPI is set up every five years and covers a period of 15 years. A draft of the final report has been presented by DGEC (relevant body of French economics ministry) with the following highlights:
· Demand-side: Demand prognosis is based on very ambitious Grenelle scenarii showing a demand for 2020 of 492 TWh (‘Central’ Grenelle) and 525 TWh (Grenelle “measures postponed to 2030”) compared to 486TWh in 2008.

· Supply-side: The draft report takes into account Grenelle objectives for renewables, i.e. 25,000 MW wind, 5,400 MW solar, 2,300 biomass, 3,000 MW peak hydro. A second EPR has been included, whereas the PPI considers a lifetime-extension of the existing nuclear plants as uncertain. For coal the PPI is more restrictive than the legal framework. Only power plants integrated in demonstration chain (including CO2 storage already) will be authorized. The “Capture Readiness” concept is not considered as a sufficient prerequisite to authorize a new construction (subject is still under discussion at the ministry level). The PPI doesn’t fix any limit for the number of CCGTs that will be balancing the grid. Investment on extra peak might be valued higher through fees for grid-services especially in some critical zone (Provence-Alpes-Côte d´Azur (PACA) and Bretagne).
4. Highlights of Investments
· The investments in Emile Huchet 7&8 (2*430 MW CCGT) are well on track and remain in the budget forecasted in the MTP 2009-11. With the arrival of the alternator for Emile Huchet 7 on January 30th another milestone was reached. The project was even ahead of schedule. This advantage has now been consumed almost fully due to misunderstandings between Siemens and one of its contractors (Boccard).
· End of January together with EA-E the decision has bee taken to tear down the cooling tower No. 2. at the Hornaing site.  
· Concerning Lacq (CCGT project) the EEA Project Revue Committee agreed on ordering a study on the gas-connection of the site that will be prepared by TIGF (responsible gas supplier).
5. Highlights of relevant Activities and Changes at shareholding companies

· Regarding Bialystok ENEA SA (partially privatized listed company, with a minority stake belonging to Vattenfall) announced in press it will meet SNET as it wants to sell its stake. ENEA announced only in December 2008 that it acquired 30.36 % of ECB Bialystok. E.ON France did not participate in the tender process set up by the Polish treasury as the minimum bid was considered as being to high.
· On January 7th SNET was sentenced to a payment of 30.5 M€ (i.e. 24.2 M€ plus 6.3 MC accumulated interest) in the arbitration at the Polish Treasury’s request regarding the guaranteed investments defined in the Bialystok’s SPA dating of 2001. An appeal remains possible, however the probability to change the decision is considered to be very low. Therefore Polish lawyers have contacted the Polish Treasury to organize the direct payment or to make a deposit in an escrow account. Apart form the purely legal perspective BU France considers the decision as inconvenient and coordinates communication to Polish officials togehter with EA-X in which the contradiction of the decision regarding the important investments in the biomass capacities at Bialystok and E.ON´s interest to perform further investments in Poland is underlined. 
Comments of the controller of E.ON Energie AG
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