RWE npower RWE

Downstream insights on the
perceived future of the UK
gas market

Richard Jemmett

27 November 2007



Downstream insights on the perceived future RWE'%
of the UK gas market

a From gas lights to gas switching: we have moved from fuel
to customer account competition. Overall energy demand is
governed by population, GDP, technology and lifestyle —
change drivers are pointing down

e To understand residential gas demand better we need to
look at customers’ needs and behaviours

e Increased gas demand from residential customers may only
come about if new technology meets the customers’ needs.
Utility retail companies and perhaps other ‘gas’ companies
must ensure that customers’ needs are always met
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From gas lights to gas switching: we have moved from fuel RWEI 2
to customer account competition

Tell Sid!
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The early years Beckton Gasworks
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UK Industry Average Accounts Switching? Net Account Gains and Losses 2005 — 20072
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Overall energy demand is governed by population, GDP, RWI!%
technology and lifestyle — change drivers are pointing down

Physical infrastructure Company strategy & Government Legislation
constraints competitive behaviour. & Regulation
Power Station consents, Smart metering, CR EEC, Cert, Building
pipes and wires agenda Regs. CO, pricing, HIP

Overall energy Demand
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To understand residential gas demand better we need to ng
look at customers’ needs and behaviours

Fuel Choice Customer Needs Outputs and Derived Goods

Security of

Economic

Supply _ :
How available an\tl grtlge \;vnl |
will my pay

for the fuel?

fuel be?

Customer

Renewables

Usability Environmental
Will the fuel Will the fuel
meet my meet my
usability environmental
concerns?

Coal/wood
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T
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Security of supply and environment issues have changed, ng

but they are not new

Security of Supply

B Reliability of supply — strikes,
transport, etc.

B |ong-term v. short-term
availability

B | ocal to European to global
markets

UK gas/demand balance
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Security of

Supply
How available

Will the fuel
meet my
usability
needs?

Customer

Environmental
Will the fuel
meet my

environmental
concerns?

Low CO, energy

Environmental

Always on the agenda — de-
forestation, city pollution,
smokeless zones, fuel spillages
Waste disposal

Transparent consequences of
fossil fuels

Pricing impacts on economics

new energy
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Gas is the preferred fuel for space heating given its relative ng
pricing against electricity; carbon pricing may impact

Economic

Total costs transparency
Changes in tax

Fuel type competition, to fuel on
fuel competition

B Relative spend has fallen

B The price of carbon

Sales of Electricity and Gas —
Domestic £m
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Security of

Supply
How available

Usability

Will the fuel Will the fuel

meet my meet my
usability environmental
needs? concerns?

Usability

Turn-off & on-ability!!
Safety

The look and BBQ test
Controllability
Reliance on others

The development of gas central heating
from 1970 to 2005 — ‘000 units
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Increased gas demand from residential customers may only RWEl %
come about if new technology meets the customers’ needs

Possible future annual gas demand in Great Britain Demand for gas

180 B Gas demand for power generation
still strong in order to meet

120 ‘7—; generation gap, keeping prices
100 relatively high to residential users

Billion cubic metres (bem)
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e Renewables and possibly nuclear
i e R D =g may ensure electricity from central
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as
Demand for energy saving technologies J

B  Existing gas central heating
systems, for example, have
relatively high efficiency acting as a
barrier to DCHP

"
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% take up

B Existing energy transportation
systems meet immediate needs
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Utility retail companies and perhaps other ‘gas’ companies RWE' %
must ensure that customers’ needs are always met

Support Services

home
Closer to
team
customer

Utility Retall
Companies

Diversifica
tion to
new gas
demand
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