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Financial markets impact on energy prices

|dentity crisis of the utilities sector so far in 2008

Long-term Utilities sector relative performance
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Commodity prices

Crude oil and coal
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Utilities sector performance

Long-term dividend yield relative (100 = market yield) Power price plays’ relative performance versus coal price
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Financial markets impact on energy prices

Recession, no longer an “if”, but “how long”

Recession scenario favours defensive earnings and secure income

>

Utilities have historically performed better during periods of recession on absolute and relative basis — we believe this trend should
continue

» Earnings to remain robust in the:

» short term: given 2008/09 forward hedging already in place

» Medium/longer term: capacity ‘crunch’ to support power prices

Absolute utility P/E & Eurozone Recessions Utility P/E relative & Eurozone Recessions
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Commodity forward hedging to protect 2009 earnings

Forward hedging makes Forward hedging positions for commodity price plays
utilities earnings defensive 2007 Forward sales (Aug '08) Baseload forwards (Sep '08)
Avg. achieved 2008 2009 2010 2009 2010
» For the power price plays in the Czech Republi Wh Wh Wh
sector, forward selling of power for zech Republic ¢ i . i ¢ ¢
. ey ere CEZ 47 95% 65% 30% Czech 81 79
2009 provides added visibility and
Certainty to sector earnings. Finland €/MWh €/MWh €/MWh
Fortum 40 70% 45% -- Nord Pool 64 60
» Sector 2009 forward sales at 40-
80% France €/MWh €/MWh €/MWh
EDF 34 France 89 83
GDF-Suez 48 95% 80% 40% Belgium 91 85
Germany €/MWh €/MWh €/MWh
E.ON 52 95% 65% 35% Germany 82 79
RWE 47 90% 65% 40%
ltaly €/MWh €/MWh €/MWh
Edison 91 90% 40% 10% Italy 90 90
Enel 71 75% 50% 25%
Portugal €/MWh €/MWh €/MWh
EDP 52 NM NM NM Portugal 67 67
Spain €/MWh €/MWh €/MWh
Endesa 43 70% 40% 20% Spain 67 67
Gas Natural 41 70% 40% 20%
Iberdrola 41 70% 40% 20%
Union Fenosa 46 70% 40% 20%
UK Energy £/MWh £/MWh £/MWh
British Energy 41 85% 61% UK 95 91
Drax 45 90% 72% 68%
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Commodity prices sensitivities

Utilities earnings vs. oil price Utilities earnings sensitivities to commodity prices
=0 ™ POWER  £Psimpactof a €1/MWh increase in the power price only
24,000 - 1 140 British Energy 9.3%
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8,000 ; ; ; ; ‘ 0 British Energy 271% 21.7%
Apr-01 Aug-02 Dec-03 May-05 Sep-06 Feb-08 Suez 25.4% 20.4%
—— Total earnings —— Oil Fortum 24.5% 21.0%
CEZ 22.4% 8.1%
RWE 15.0% (4.0%)
E.ON 12.2% 7.5%
Enel 6.5% (1.7%)
Iberdrola 4.0% (1.4%)
Drax (5.2%) (25.0%)

EDF 72.9%
Suez 13.0%
Fortum 10.2%
E.ON 4.8%
RWE 4.6%
CEZ 4.5%
Iberdrola -0.4%
Enel -0.4%
British Energy -4.7%
Drax -17.9%
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Capacity crunch?

Medium / long term capacity restriction to support European power prices

» European reserve margins appear tight over the next few years, should support medium / long term power prices

» We see limited correlation between GDP growth and demand growth (correlation of 0.0006)

European reserve margins
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Debt market conditions

Utilities financing concerns not justified
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4.5x

2009 net
financial debt

(€m)
2,574
6,648

27,441
20,225

5,308
17,727

29,498
1,603

4,716
3,742
45,541
1,381
1,520
6,463
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12,002
3,226

2,806
na
4,036
23,221
3,564
3,268
5,708

(£m)

1,505
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18,480
5,033

2,753
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5,142
6,033

2009 gross
financial debt (F)

(€m)
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28,872
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20,843
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14,183
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na
4,281
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(Em)
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3,093
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5,834

Stated fin. net debt
debt H1 2008 (A)
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18,000
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(€m) (%)
316 9%
909 12%
9,340 31%
10,000 37%
1,199 17%
300 2%
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Outlook
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Debt market conditions

[ 0 T )
Five-year Credit Default Swap (CDS) Spreads in bps (Oct 14 vs. -1y) European utilities average credit rating (S&P)
» The recent turmoil in global
credit markets is even AA
effecting utilities, 200 N
traditionally seen as an 182.7
ultra-safe credit risk A+
. A
» Increasingly de-regulated 147.3
. 150 141.4
businesses models and A
vqlatlllty in comr_nod_lty 1244 o0 = .
prices are contributing to & % 56 oo o o oS o o
the perception of enhanced 101.1 AN /
risks 100
. 77.7 76.7
» The comparative 684 o
attractiveness of the sector ' 58.6
is, however, little changed 50
as other sectors have seen
their CDS spreads widen 5.8 05
even further 90 ' 6.7 55 76
O T T T T 1
%Enel Iberdrola Gas Centrlca Union EDP Fortum GDF RWE Vattenfall
Natural Fenosa Suez

m CDS 5Y (10/10/08) = CDS 5Y (-1y)

Utilities now face difficulties and increased costs in refinancing

Source: Bloomberg, Standard and Poor’s



Sector liquidity in 2009

Return of cash to shareholders to more than offset possible drain of funds in 2009

» Use of funds: takeover of Gas Natural for Union Fenosa; takeover of EDF for British Energy and Share buyback and/or special dividends
for CEZ, GDF Suez, National Grid, RWE, Drax and Hera

» Possible drain of funds: French government placing in EDF, Enel Renewables IPO, Enea IPO, Red Electrica placing, Dong?

We see up to €38.5bn cash to be returned to shareholders in 2009
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Restructuring

Likely deals

>

Gas Natural/Union Fenosa: the announced €16.8bn deal
should close by April 2009 (€18.33/share offer price for UNF)

EDF/British Energy: the announced €15.5bn deal should close
by mid-January 2009 (774p/share or 700p+CVRs)

ACS/Iberdrola: having sold its 45.3% stake in UNF, ACS has
made it clear where its heart is.

Endesa break-up: technically, exercise of Acciona put option for
25% stake in Endesa not allowed before March 2010 and break
up not allowed before March 2012. But possible this break-up
could come early.

Unlikely deals

>

SSE/Vattenfall: Vattenfall’s long term goal of having 10%
European energy market share sounds logical in the long term,
but unlikely in the short term as it would need equity financing or
disposal of assets first.

UK water: given the higher cost of debt & lower investor risk
appetite, further LBO in the sector seems unlikely

11

Possible deals

>

EDF: having decided not to pursue a bid with KKR and TPG,
EDF still has c.€11bn of firepower post BGY

GDF Suez: has c.€32bn of firepower, historically linked with
interest in Repsol, International Power and Spanish utilities

Centrica/SPE/EDF: EDF wants Centrica’s 51% stake in SPE,
Centrica could buy 25% stake in BGY (we believe Centrica
could face Competition Commission issues)

Suez Environnement/Agbar/Valoriza: if LaCaixa decide to
focus on energy, Suez Environnement could be interested to buy
LaCaixa’s stake in Agbar.

E.ON: likely to focus on disposals with related assets in the US,
German HV gird and 3.5% in Gazprom

RWE: small and medium sized acquisitions in Poland, the
Netherlands and eastern Europe

Viridian: Arcapita put Energia up for sale, €11.5bn, SSE /
Endesa interest?
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European consolidation

Drivers of continental consolidation

»  Consolidation in regional markets builds up to
continental consolidation

» Converging power markets with stronger
interconnection

> EU energy policy envisages a single market;
blocking rights for governments become harder
to enforce

» Regulatory schemes are increasingly aligned
and environmental issues are addressed on a
Europe-wide basis

»  Scarcity of quality assets and increasing
financial strength of major players make
counterbids for any asset very likely

> Size is key to large new capital programmes

Key developments highlight a changing market

» Gas Natural/ Fenosa: Spanish consolidation
»  EDF/ British Energy: nuclear new wave
>  Vattenfall Netz: network unbundling

»  Many fewer infra fund transactions in 2008

12
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Large positions in selected markets
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High growth markets ———

Eastern
Europe
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Possible
targets

Moons signify significance of market to earnings of group

Geographical diversification is necessary in order to gain the scale investors prize (and avoid becoming a target)

Sources: Company information
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15.0
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1.00
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15.0
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2010
80
130
25.5
21.2
68.3
10.0
59.1
56.2

2010
2.0%
1.02
81.6
132.6
26.0
21.6
69.6
10.2
60.3
57.3
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2011
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