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Performance BU France* 

Adjusted EBIT in m€
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	January to February 2009

	
	Prior Year
	Actual*
	Budget

	Turnover (m€)
	n.a.
	317
	486

	Sales Electricity (GWh)
	n.a.
	3.295
	4.866

	Sales Gas (GWh)
	n.a.
	2.396
	2.361

	Employees
	n.a.
	1,053
	1,105
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Highlights

Adjusted EBIT

· The increase in adj. EBIT (+5.1 M€ compared to budget) is mainly driven by changes in gross margin (+5.2 M€).
· Regarding the gross margin in detail the negative effects deriving from unplanned unavailabilities that occurred mainly in January (strike and failures amounting to +5.0 M€) have been compensated by non-periodic effects in the gas and in the power portfolio and a far better availability in February.
Other highlights:
· The French regulator (CRE) presented a new draft of calculation rules for the compensation scheme of TaRTAM mid of February, accepting most of the remarks made by BU France. Therefore the risk of a lower compensation has significantly decreased. However, due to the fact that the rules have not been finalised, the provisions of 5.2 M€ have not been reversed. Furthermore the compensation for Q4/2008 has been paid entirely. In addition the remaining compensation for Q3/2008 has been paid partially by CRE.
· BU France participated in the NAP Commission-hearing mid of February. On this occasion BU France asked for more transparency on the evaluation of new entrants’ needs and opposed formally to the reduction of 10% in EUA free allocation foreseen for 2009. The corresponding EBIT-effect would be -5.8 M€, as announced in ad hoc-KonTraG-reporting in December 2008. As the corresponding decree (2009-231), confirming the 10 %-reduction in the electricity sector, was published on February 26th. Until mid of April it has to be decided, if legal measures against the decree are taken. This decision is currently prepared together with EEA by BU France.
Other Highlights
1. Highlights of Chances and Risks
· Following a ruling from February 12th (European Council´s directive 2003/96), polish electricity producers can claim significant refunds of excise duty on electricity paid since January 2006. BU France is likely to claim 25 MPLN, i.e. about 5.25 M€ (plus interest). BU France is preparing the next legal steps together with EEA.
· At Bialystok the heat tariff approval procedure has reached a final stage. A rise of heat tariffs is expected but cannot be quantified yet.
· Regarding the sentence of January 7th against SNET on non-performance of investments in Bialystok, the penalty of 30.5 M€ has been paid to the Polish Treasury. Due to the provisioning of the possible fine the impact on the result will be limited to approximately -1.8 M€ on interest income, though not affecting EBIT. The decision if an appeal should be made before a Polish court is under preparation with EEA.

· BPG as subcontractor of Alstom has claimed the direct payment of its services realized during the construction of the desox/denox-installation in Provence 5 (‑0.7 M€). Because Alstom as the legal partner of SNET has already been directly paid, the risk is estimated to be low. On the other hand, the claim of another contractor, Leclerq, has expired with the end of the period allowed to appeal. The corresponding provision can be retaken (+2.0 M€). 

· Alstom has been condemned to pay to SNET 16.5 M€ of damages linked to failures during works realized in Provence’s plant. 5.2 M€ have already been received on an escrow account. These funds have to be retained as the appeal-period of two months only started in beginning of February and it is very likely that Alstom will lodge an appeal on the conviction (chance of up to +16.5 M€).
· The free EUA-allocation for 2008 has not been booked in the registers of Bialystok yet, as the approval of Polish NAP by the European authorities is still pending. As Bialystok has a long position of 270 kt, 2.7 M€ of open position are at risk.
· The estimated impact of the financial crisis for the year 2009 in France is around -3.5 M€ including the loss of margin and mark-to-market due to the need of reselling the energy purchased at lower prices than contracted. However, some of the risks are covered by the TaRTAM-regime as unpaid invoices are likely to be reimbursed by CRE. The estimated loss in sales volumes is around 300 GWh both in the gas and in the electricity portfolio.

2. Highlights of Sales and/or Operational Development

· Generation: The availability of E.ON´s plants in France was high in February with only 4.2% of overall unplanned unavailability. However, some incidents were recorded, e.g. a one week stop because of a tube leak in the economizer at EH 4, three days of stop due to a super heater tube leak at EH 6, two days of unavailability due to a tube leak in the boiler of Hornaing and three days of unavailability caused by the boiler at Provence 4. 
· Sales: BU France participates in the E.ON-wide organization for pan-european customers for gas and power. The official “kick-off” will take place on the April 1st. 1.9 TWh of electricity contracts were signed in February (thereof approximately 1.3 TWh for 2009, including a 1 TWh-baseload contract with Areva, 300 GWh p.y. for 2010 and 2011). 
· Sales gas: In the gas sales portfolio BU France faces a continuing lack of competitiveness of ERG gas sourcing in the industrial gas market, although the sharp reduction in oil prices may lead to an ease of the non-competitiveness by mid-2009. Therefore new deals have only been made on optimizing the existing transfer rights at Obergailbach. The start of marketing gas sourced by EET at EGT/TTF and transferred to EFRE at Obergailbach, for on-selling to EFRE’s counterparts at PEG Nord and PEG Sud was done with 39,150 MWh traded during the second half of the month. In the meantime competitiveness benchmarks for future gas supplies in France were finalized and presented to EEA and ERG on February 27th and will be further discussed in the upcoming weeks. 
· Other: BU France was able to book storage capacities of approximately 750 GWh, in line with volumes requested under the regulated regime for storage rights attached to the portfolio of end customers. The bulk of deliveries from ERG during the month (23,500 MWh/day) were received from an LNG tanker unloaded at Montoir since February 4th. This alternative sourcing was established in a joint operation by BU France and ERG to counter the risk of reduced deliveries via Ukraine.
3. Highlights of Targets and Measures

· Due to the progress achieved, the Steering Committee for the integration of SNET decided to terminate the project by end of March 2009. The remaining implementation activities will be completed in the responsibility of the established line management.
· The preparation of the industrial plan is well advanced. A long-term vision for a target position on the French generation market within the context of a global E.ON generation strategy as well as a strategy for each existing production site were defined and aligned with EEA. A communication plan for the relevant target groups is being developed and communication vis-à-vis trade unions will start end of March.
· With other CCGT-operators BU France presented a concerted position to the regulator (CRE) opposing GRTgaz’ proposal to shift the responsibility of the intraday flexibility to gas consumers, amongst them the generators. An analysis of the french gas system is going to be performed by the regulator in order to assess precisely the flexibility needs of the planned CCGTs.
4. Highlights of Investments
· The erection of Emile Huchet 7&8 (2 * 430 MW-CCGT) is continuing on track, i.e. no deviation in comparison with the planned timeline and budget has occurred. The start of commissioning is foreseen for January 1st, 2010. 
· The management for the clean coal-project in Fos sur Mer has been officially transferred from EKW to SNET by notice to the port authority.
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 will be performed. The process for the merger of those project companies belonging by 100% to SNET has been initiated and should be finanlized by end of may 2009.
· BU France has started the process of selling its 50.0 %-stake in Altek, Turkey. The decision has been taken togehter with EEA.  
Comments of the controller of E.ON Energie AG

* 	Comparable figures for 2008 are not available as SNET is consolidated only since end of June 2008 onwards. 
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Tabelle1

				YTD		Full Year

		Prior Year

		Actual/Forecast		31.9

		Budget		26.8		98.6

		Delta 3>2		0		0

		Delta 3>4		Δ 19%		Δ -100%






