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Capgemini European Energy Markets Observatory (EEMQ Report
highlights turning point for Utilities

Eleventh edition of report reveals full impact of economic crisis on Utilities sector
and sheds light on challenges around continuing investments and meeting legidative targets

Paris, November 16, 2009 — Capgemini, one of the tas foremost providers of consulting, technology
and outsourcing services, supported by Société Géaée Global Research & Strategy, CMS Bureau
Francis Lefebvre and VaasaETT, today announced theesults of the eleventh edition of the European
Energy Markets Observatory (EEMO)' report. The report outlines how the global recessh has put
Utilities under pressure with expectations of a hisrical drop in global electricity consumption (-35%)?
and global gas demand (-3%)forcing them to take short-term and longer term meaures:

- in the short-term, Utilities are deferring or cancdling investments in much needed infrastructure

and also divesting assets;

- inthe longer term, a deeper change in their busires models is needed.
In addition, the report indicates that there is stil action needed on climate-change issues in ord&y meet
the 2020 objectives laid out by the EU Climate andnergy Package, although the European Union is

ahead of other regions in this area.

According to the European Energy Markets Obseryateport, these trends are necessitating a newoapipr
for the Utility sector. Having in past years invabtheavily incross border acquisitions, their previously large
‘war chests’ have dwindled. In addition, the prierrease and the consumption drop (about 5% irrieigc
and 8% in gas in H1 2009 for the main European tim#) also have reduced revenues, creating argurre
perception of financial risk and a drop of ratirjigs. Société Générale Global Research & Strafedn

contributed to the chapter on the Finance and Waluaf Utilities companies) identified that Utilittompany

! Capgemini’s European Energy Markets ObservatoBMP) is an annual report that tracks the prograssstablishing
an open and competitive electricity and gas marketU-27 (+ Norway and Switzerland) as well asphegress on the EU
Climate-Energy package objectives. Thi§ &tlition — built on a majority of public data soesccombined with Capgemini
methodology and knowledge — is based on 2008 anten2008/09 data sets.

"The impact of the financial and economic crisis glabal energy investment” - IEA background papar the G8
Energy Ministers' Meeting, May 24-25, 2009
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debt continued to deteriorate in 2008, with the bim@d debt of the 10 largest European companiegrisy
113% between 2006 and 2008, to reach €213 billion.

To recover their footing, Utilities now need to pufplace a number of measures:

« In the short-termthey need to restore investors’ confidence. Maungopean Ultilities have postponed their
investments and announced large divestment planscydarly around network infrastructure. Thesseds,
with their recurrent and predictable revenues, atéract new types of investors. In addition, aswshby
two Capgemini benchmark studigsnany incumbent Utilities have room to improve itheperational
efficiency, and many have launched savings plans.

¢ In the mid-term,Utilities have to adapt to the new EU legislatimtluding the Climate and Energy
Package. They need to strive for more,@®e generation through renewables and nucleaggnas well
as act on the demand-side management by implergenéw technologies such as Smart Metering and
Smart Grids. Smart Metering deployment in the aeytiand residential sectors will help curb power
consumption, reduce peak electricity demand andawap the grid management as well as the client
relationships. Utilities also need to establishirthission and plan for implementing Smart Gridse tlatter
are enabling mainly the distribution grid to manageth centralized and decentralized generation,
intermittent renewables, multi-directional flowsked to customers becoming occasional producers,
demand side management programs and grid operatreal time.

* In the longer termUtilities actually could become advisors on eneagyl CQ savings to their clients.

However, their incentive to do so is unclear today.

Deferred or cancelled infrastructure investments

The crisis precipitated a fall in consumption amitipg, leading many Utilities to defer or canceVéstments
and impacting the significant growth of renewablergies in past years. Already in 2008, investmémts
sustainable energy (renewables and energy effigjeincreased at a much slower pace (2%) than duhiag
previous five years when the Compound Annual Growie (CAGR) reached 56%. This trend was
emphasized by the crisis when European investnienenewable energies fell by 14% in the seconél dfal
2008 (compared to H2 2007) to $21.2 billion.

However, many stimulus plans do contain incentif@sinvestment. For example, the EU Member States
Presidents and the European Parliament voted all@h lenergy infrastructure investment plan in M2§09;
the effect of these plans on physical investmeniisnat be tangible before 2010. However, in Q2 2@bese
plans have spurred increasing financial investmentdeantech, with mergers and acquisitions in gbaetor

amounting to €8.8 billion compared to a low €1 .llidn in the previous quarter.

% European multi-client retail benchmark, a study @ost to Serve (CtS) and Cost to Acquire (CtA) &ng on the
households, September 2009 and Distribution Netsv@dmparative Performance Benchmarking, March 2008
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Post-crisis, one could predict a smaller increasgeimand for electricity and gas than in years, gt notably
to energy savings regulation and citizen's behaviechange. Given these trends, the Union for the Co
ordination of Transmission of Electriciff CTE) has revised down its estimates of the aduhfi@lectricity
generation investment needed to maintain secufitgupply by 2020 from 50,000 Megawatts to 20,000
Megawatts and foresees that these investmentsbwilinade. This study assumes two things: that dilyren
planned investments are not cancelled, and thaet #fie crisis, investment will pick up again — heit

assumption can be validated at this stage.

Colette Lewiner, Global Leader of Energy, Utiliti@& Chemicals, Capgemini, saidUtilities is a heavy
industry with a need for long term planning and stouction. An example of this is gas infrastructumere
investment in re-gas terminals, gas storage, piygehetworks and in exploration and production irrtNdea
and Arctic regions gas field, as well as in uncortianal gas is essential to secure the gas sugpiytinuing

to address these needs during the crisis is esgeifitnot the post-crisis ‘wake up’ will be diffi.”

Meeting the EU Climate and Energy Package objectiwe

At the Copenhagen United Nations Climate Changeféfence in December 2009, it is more than likelt th
the EU will be the only region among developed d¢nes able to show clear GGemissions decrease
objectives, as well as an existing Cap and Tradeesy. However, the Observatory highlights that ef€0,
emissions decreased in 2008 and 2009, this is ynkitded to the economic crisis and not to actualctural
changes. For example, it is worrying to observe $kilh three-quarters of the power stations unm@rstruction
will be supplied by fossil fuels and therefore e@i.. It is clear therefore that there is still mordi@t to be
taken, notably around energy efficiency, transfoigrthe electricity-generation mix by building ma&e,-free

plants and developing an affordable Carbon CatndeStorage technology.

For a copy of the abstract report, please waitw.capgemini.com/eemo
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