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A Globalconditionsand EUenergypolicychallenges
A Marketdevelopmentsand energybalancein the SEregion

A Investmentneedsandperspectivesn the SEregion
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Globalconditionsand EUenergypolicychallenges
A March4th vs March11th 2011

A Twohugeconsequencesmerged

1. the immediate sharp spike in spot prices caused vast immediate
losses on the books of most market participants.

2. market participants had to unwind loAgrm forward positions
which depended on German nuclear production.

A Valuesof Europearenergycompanies

the unexpectedGermanu-turn in respectof nuclearenergydoesnot fully
explainthe poorer resultsof EuropeanenergycompaniesAfter all, losses
are beingrecordedby companieswhich are in no way reliant on nuclear
energyin the energymix. It seemsthat the main causeof concernamong
energy community is the acknowledgementhat investmentbanksand
“Qedgefundslook like they havehijackedthe market
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Currentconditions

A Preserving the balance sheets and capital positions
A Highmarket volatility in terms of economic framework

A Changing regulatory background and M&A trends (unbundling,
market integration..),

A the Week50issue

Accordingto the ENTSE ninter outlook, the Week50 shallbe the key
test for the stability of Europeanelectricity systemdue to the planned
colderthan-normalweatherconditionsandthe limited Frenchor German

Interconnectioncapacities
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Currentconditions/ 2

A Vulnerabilityand Sensitivityof the SERegion
low hydrologyvs. SignificantlyincreasedspreadbetweenEEXand SEmarkets

A Renewables investment and the Feiedtariff predictability,

Aal 22N dziAft AG0ASEAY o0dzaAySaa R2
balance sheet and reducing risk strategy

A New market players, physical asset ownership ask reduction
strategy for financial institution®ctiveon the market,

A Commodity longerm tradingthrough assets onjy
A Political risk and credit rating downgrading
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EUenergypolicychallenges

A Transpositionand enforcementof third internal energy market
package

A shortcomingsin implementation focus on market openingand
prices

A9 ! Prdposed Infrastructure Regulation(Energy Infrastructure
Prioritie9 with speeding up planning and permit granting
procedureqProjectsof Communityinterest)

A Rejectedpermit plan EnergyMinistersfrom EUMember States/
the permitideamight not be appropriatein all Member States

AP
A/
¢
eft www.eft-group.net

ideas with energy



EUenergypolicychallengeg 2

A a single integrated Europeanelectricity market unlikely to be

fully implementedby 2014
o framework guidelinesand network codes- regional iniciative processin
paralellisneeded

o harmonisingoalancingmarketregimesacrossthe Member States

A Market coupling as the important mechanism for reducing
volatility in EU electricity prices. It is essential for enabling
existing transmission capacity to be used more effectively and
for achieving price convergence.

A While market coupling may reduce price volatilityat the same
time lowersthe profit margins forgenerators(andtraders).

“eft

ideas with energy www.eft-group.net



Market developmentandenergybalancein the SEegion

A Countries of SoutlEastern Europe in comparison with EU

Specific (per capita) energgconomic indicators
mEU m SEE region

Serbla (RS
) Bulgaria (BG)
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Electricity consumptionpast trend, breakdown by countries

Consumption [TWhi 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Albania 59 6.1 5.8 6.2 6.6 6.9
Bosnia & Herzegovina 11.2 11.1 11.2 11.7 11.0f| 11.7
Bulgaria 36.] 357 33.§ 343 32 31.6
Croatia 16.4 16.8§ 174 179 17.50 |17.8
Greece 529 54.0 5571 56.3 53.90 53.6
Hungary 39.3 40.q 41.3 41.3 38.74F 39.6
FYR Macedonia 8.1 8.4 8.6 8.6 7.8 8.3
Montenegro 4.5 4.7 4.7 4.6 3.6 4.G
Romania 51.9 53.0 54.1] 552 50.0 53.(¢
Serbia 37.] 374 383 390 38.8 40.7
Slovenia 12.§ 13.3 134 1274 11.3/| 12.2
SEE region 276.3 281.3 284.1 28/7.9 27/2.0 279.C
Year-on-year changqd 3.1% 1.8% 1.0% 1.3% -5.5% 2.6%
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Electricity consumptionpast trend and forecasted yearly grow rate
for the SEE region
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Global economic crisis during 2009 caused significant decline in
electricity consumption throughout the region

Pre-crisislevel of consumption not to be reached before 2012
Low but nonefficient use of electricity

5 Expected increase of industrial activities will boost

’o‘eft electricity consumption
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Electricity production installed generation capacities and electric
production in 2010, breakdown by countries

Installed generation] Sum| TPP | HPP | NPP| RES Electricity Sum | TPP | HPP | NPP | RES

capacities (2010) | [MW] | [MW] | [MW] | [MW] | [MW] production (2010) | [TWh] | [TWh] | [TWh] | [TWh] | [TWh]
Albania 1,564 119 1,445 0 0 |Albania 7.7 0.0 7.7 0.0 0.0
Bosnia & Herzegovina 4,021 1,957 2,064 0 0] |Bosnia & Herzegovina 15.6 7.7 7.9 0.0 0.0
Bulgaria 11,871 6,523 2,993 2,000 361 |Bulgaria 41.C 21.1] 5.4 14.2 0.3
Croatia 4,003 1,810 2,086 0| 107 |Croatia 13.2 4.8 8.3 0.0 0.1
Greece 12,628 8,284 3,200 0| 1,144 |Greece 47.9 37.9 7.9 0.0 2.9
Hungary 8,574 6,154 50 1,822 549 |[Hungary 34.4 18.7 0.0 15.7 0.0
FYR Macedonia 1,664 1,154 503 0 0 |FYR Macedonia 6.6 4.3 2.3 0.0 0.0
Montenegro 87q 210 660 0 0| |Montenegro 3.8 1.3 2.5 0.0 0.0
Romania 15,999 8,773 5,904 1,300 22 |Romania 56.1] 25.3 20.2 10.7) 0.0
Serbia 7,961 5,115 2,846 0 0 |Serbia 41.C 28.5§ 125 0.0 0.0
Slovenia 3,041 1,284 1,063 696 Ol |Slovenia 14.4 4.8 4.2, 5.4 0.0
SEE region 72,199 41,384 22,814 5,81H SEE region 2811 1549 785 46.-
% of total capacity 57%| 32% 8%| 3%| |% of total production 55%| 28%| 16% 1%
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Electricity productiom- installed thermal power plant capacities in

2010, breakdown by fuels _
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Electricity production past trend of electricity production by
technologies
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Electricity production thermal power plants characteristics

Thermal Power Plant TPPs insftalldd'PPs: cguntrlﬂ'PPs workin
capacity vs region | hours 2010
Albania 119 0% 0l
Bosnia & Herzegoving 1,959 5% 3926
Bulgaria 6,523 16% 32372
Croatia 1,81( 4% 26572
Greece 8,284 20% 4571
Hungary 6,154 15% 3037
FYR Macedonia 1,159 3% 3701
Montenegro 210 1% 6073
Romania 8,773 21% 2881
Serbia 5,115 12% 5573
Slovenia 1,282 3% 373¢
SEE region 41,384 100% 372¢
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Characteristics of existing
generation capacities:

A Mainly outdated
A High average age

A Low utilization rate
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Electricity balancespast trend, breakdown by countries

:

0 N O A WN B O R, N WS U OO N B WO

W 2005 W 2006 w2007 2008 W 2009 w2010




Electricity consumption and production forecast
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