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Europe’s energy markets: a tale of complexity

=" Internal Energy Market to be completed by 2014

o Emphasis on the day-ahead coupling target model

o Grids to be further expanded and modernised through EU-wide network
planning and operation

o Generation and networks investments need to be reconciled — or getting past of
the ‘mental unbundling’ that unbundling rules have created

= Renewable policy adds further uncertainty

o Variability challenge
o Financing challenge

"= Policy landscape doesn’t reassure investors
o Regulatory risk is on the rise

= “t’s the economy, stupid!”
o The Great Recession is still biting on the EU energy sector
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Electricity demand on the roller coaster
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Regulatory risk is on the rise

Which risk do you rank highest when making your investment decisions?
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How can utilities hedge regulatory risks?

Source: EURELECTRIC, Power investments: challenges for the liberalised electricity sector
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Taxes and levies are piling up...!
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Recent tax developments in Europe in the electricity sector

Spain — new taxes on generation introduced: 6% levy on all forms of power generation + “green
cent” levy on fuels (coal, natural gas, fuel oil)

Hungary — “Robin Hood’ tax increased by 23 p.p., boosting corporate tax rate to 50%

Netherlands — coal tax of about €14/tonne

Source: EURELECTRIC
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Renewables — mainly subsidised — keep growing in times
of recession

Electricity demand (TWh) RES installed capacity (MW)
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SE&FI: capacity reserves for spot
market deficits only. SE reserves to
be gradually pased out by 2020

{ RU: capacity
market with price
restrictions.
Long-term capacity
supply agreements
for obligatory
investments

EE: household
market opening
\ January 2013

GB: developing full-scale
capacity auctions, legislation
to be ready in 2013
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[I E&NI: capacity payments

since 2005 LT: condensing

units as reserve

BE: tendering for new
gas plants proposed +
additional rules for

grid stability reserves

[FR: capacity purchase
obligations planned
to be implemented by
2016, but new
government could
Kchange the NOME law

PL: nodal pricing and capacity
market discussed, but no final
decisions

DE: no decision on capacity
mechanisms before 2015.
Grid stability reserves in
southern DE since 2011

PT: same as

Spain for ;

new units. . GR: capacity obligation
Payments ' mechanism since 2005
reduced in =

i

2012

KES: capacity payments for new units
and to existing coal, gas, oil and
hydro capacity. In 2012 proposals to IT: minor payments. New
stop/reduce payments capacity market mechanism to
be implemented by 2017

\

M Energy only market *) M Proposals for new capacity elements M Regulated market restriction

[l Partial capacity mechanisms M Major capacity mechanisms
Source: EURELECTRIC, Power investments: challenges for the liberalised electricity sector
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Results? Utilities challenged:

underperforming the European Blue-chip index...
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Source: Data elaborated from Eurostoxx.com; figure in EURELECTRIC, Power investments: challenges for the liberalised electricity sector
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... and losing attractiveness vis-a-vis US and Asian peers
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The result: A vicious circle is at work
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Today’s business case for investments is influenced more by
political and regulatory decisions than by customer demand

What does this imply for nuclear energy?

Source: EURELECTRIC, Power investments: challenges for the liberalised electricity sector
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Policy / regulatory risk is even hlgher for nuclear
generators

- MS without NPP

MS with operational
NPP

Source: EURELECTRIC
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Source: EURELECTRIC

MS without NPP (and
don’t planning for it)

MS with operational
NPP

MS with NPP currently
under construction

MS planning to build
new NPP

MS phasing out NPP
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MS without NPP (and
don’t planning for it)

MS with operational
NPP

MS with NPP currently
under construction

MS planning to build
new NPP

MS phasing out NPP

*Based on current information
Source: EURELECTRIC
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However, several scenarios do see a role for
nuclear power going forward

40% Reference Scenario 26,4% [161 GWe]
40% Current Policy Initiatives 20,6% [117 GWe]
80% High Energy Efficiency 14,2% [79 GWe]
Diversified supply
o) o)
80% technologies 16,1% [102 GWe]
80% High Renewables 3,6% [41 GWe]
80% Delayed CCS 19,2% [127 GWe]

80% Low Nuclear 2,5% [16 GWe]

Source: European Commission, Energy Roadmap 2050
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Nuclear is cost competitive with fossil-fired...
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well timed ‘

and Policy and
designed regulatory
Energy stability

l transition

/

Companies need an empowering political /regulatory framework to build
the confidence necessary to underpin the investments needed to the
energy transition

Source: EURELECTRIC, Power investments: challenges for the liberalised electricity sector

attractiveness Investments

of utilities
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What does nuclear need?

An integrated electricity market
o Better interconnectivity of the EU power markets is key to unleash
the competitiveness of nuclear energy

A revitalised ETS: EU policymakers should set an ambitious,

firm, long-term, economy-wide, greenhouse gas reduction

target for 2030 up to 2050, in line with the European Council

goal;

o CO, needs to be fairly priced to incentivise nuclear new build and
long-term operation

Continue working on safety of nuclear installations
o To foster public acceptance
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Thank you
for your attention!



