MoM 6-7-2009
EDV Contract

After exhaustive analysis it has been decided that it is preferable that Snet does not provide some activities/services to EFRE during the TrTam in force. For that reason, EFRE has agreed with EVD a new SLA to provide the services of:
· Short term and long term standard products sourcing

· Injections in EFRE’s Balancing circle

· Invoicing and other back office services
The costs of these services are calculated with a fix fee plus a proportional fee in terms of the effective sourcing. 

EH7&8 Gas Supply

The EFR’s MB asks F.Munoz to prepare a decision on EH7&8 gas supply to be taking during th MB to be held 20th July. This decision will be presented and discussed during IC of 22nd of July.

It is asked to F.Munoz to analyse, from E.On Group perspective (considering gaining in power and gas), the three basic alternatives:

1. To keep GdF STS tariff 

2. To switch first to EFRE supply (up to 1st April) moving later to EET supply. To evaluate this alternative it will be necessary to have an offer from EET.

3. To switch to EFRE supply (sine die) whether EET is not able to provide any fair offer. This alternative has to be discussed with EEA and CC before acceptation.

For the EFRE's supply alternatives it is asked to P.Lamboley to detail the purchase plan and to evaluate the risks and opportunities, necessary resources as well as to calculate the margin of the activity.
 Accord d’Interessement
FO and CGC have signed the new accord of “interessement” proposed by Snet management. It is uncertain the final position that CGT will take on this agreement: whether CGT appeals before 8 days the agreement will not enter in force, either the agreement will be applicable.

The agreement is a renewal of the existing one, expired last year, including the overhaul prime discussion. The accord considers that the “interessment” will be calculated based on three targets:

· EBIT performance in line with Budgets
· Availability (Technical)

· Overhaul duration

This prime is limited as maximum as 4% of salary costs (the precedent agreement considered a limit of 3.5% but didn’t include the overhaul success prime)
Social Temperature
The negotiations for the “Interessement”, GPEC discussions, apprentices problematic and local specifics problems (i.e. EH5 social movement), produce a very tense situation that will normally calm with summer holidays. 

MTP

LP presents the MTP program from Mr Romeike’s letter: 15th July presentation of planning assumptions; at the end of July BU will receive the objectives and operatives KPIs; deadline for MTP as 11th September; and a final strategy and budget discussion in October 2009. 
To fit with the planning, EFR is preparing a first bottom up MTP exercise. The results of this first MTP will be presented during the EFR’s MB on 20th of July by P.Caruel (P.Ulbrich out of office).

Later the confrontation of bottom-up with top-down requirements, the result MTP will be discuss in 17th of August EFR’s MB meeting. Finally R.Hienz will present the EFR MTP in the CFO meeting at 21st of August. The final MTP will be sent as 11th September.
BU France Jour fixe

The MB proposes the following agenda for 24th of July BU France Jour Fixe:
1. Review of Political, economical and regulatory environment (10’) 

2. Current status of business activities
1.1. Q2 Activity Report (15’) 

1.2. Revised TrTam impact (5’)
1.3. GPEC (HR project): project progress & financial impact (10’)
1.4. Forecast II (10’)
3. Synergies Project (10’)
4. MTP: Strategic, targets and KPI’s (10’)

5. Projects (20’)
5.1. Lucy Biomass

5.2. EET Coal supply contract

5.3. EH7&8 gas supply contract

5.4. EVD SLA

5.5. EPR
5.6. Hydro

6. Evaluation of the opportunity to apply alternative financing model (according VSS 8/6/09) to Snet CCGT projects

Note: C.Reik is in charge to GPEC figures EEA’s validation 
Biomass Lucy
The CRE’s tender process for biomass obliges to a bidding offer where the exclusion clauses are not admitted. 

The Snet’s Lucy biomass project remains uncertainties:

· Final decision on heating power network future to be made by Municipality 

· Final heating power price to be agreed with Montceau Les Mines Municipality

· Biomass supply contract to be concluded with ONF / GCF

· Investment amount to be confirmed after inquiry process

In this situation a complete engagement for this investment is not possible.
On the other hand, EFR considers that socially, during the discussions about Lucy 3 decommissioning or the incertitude on Lucy CCGT future, it is important to keep the Lucy Biomass as an option.
Finally, in case Snet CHP biomass project is selected by the Ministry at the end of the tender process and Snet decides not to develop the project, a financial penalty could be charged to Snet for withdrawal. According to the information obtained from CRE this penalty would not exceed 150.000 €.
Board Decisions:
1. P.Gaget in charge to confirm the maximum amount of 150 k€ of penalty for withdrawal
2. JF.Perret in charge to assure an EFR internal Gate 1 approval, with a minimum IRR of 10%
3. AH in charge to align with EEA-X the process
Whereas the three above points are solved positively, the MB will approve the bidding offer to CRE tender to assure the maintaining of the project as an option. 
SNCF

F.Dionnet updates EFR’s MB on the proposed biding offer to SNCF; The proposition consists in a firm profile of 1.8 TWh across the delivery years 2010 (400 GWh) and 2011 (1.400 GWh), with an estimated contract value approx. 137 M€. The profile has been design by Snet in order to fit with CCGTs estimated future production. On the curret market conditions,  1.100 GWh will be produced by CCGTs and the rest will be purchased from market.

With written approval as of June 29th 2009 the Risk Committee of BU France has given its consent to a wider binding offer that has been reduced on the 2010 period to avoid risk on a Tartam extension till end of 2010.
The operation is interesting for generation side. The profile hedges more production hours than a standard product, -with an estimated margin over the budgeted one-, without any optionality transfer. For commercial side the product, as firm block, has no imbalance or volume risk, adding a gross margin of 0.6 €/MWh.
Decision
The management board will grant approval for this bidding offer prior detailed explanation about the consequences on Snet generation open position to be provided by Snet Asset Manager in a ad-hoc meeting with LPoyer. This decision will be presented to next MB on 13th July.

Synergies Project
Together with E.ON Energie AG (EEA) BU France conducted a cross functional workstream to accomplish the integration project. The aim was to identify, classify and – as far as possible – quantify synergies deriving from the integration mainly of SNET but also the former branches of E.ON Sales & Trading GmbH (Power) and E.ON Ruhrgas AG (gas) into BU France.

The results can be summarized as follows:

· concerning the administrative level overall cost increases show up. These are caused by the shift of the requirements to the E.ON group standard, especially what concerns IT and insurance.

· concerning the operative level three major levers have been identified:

· Organisational synergies deriving from the merger of the sales businesses.

· Structural synergies from a new definition of interfaces analysed by the portfolio management workstream.

· Possibly higher values from the marketing of the generation portfolio are showing up in the EET TPAs.
The results have been fully validated by the workstream’s sounding board (Mr. Hienz, Mr. Barr and Mr. Bachmeier). The remaining question, which synergies should be included in the MTP has been clarified by Mrs. Klein and Dr. Ulbrich with the following results:

· The intention of EEA to incorporate synergies from a possible TPA with EET covering the time value of the physical option (fully for 2011 and 2012, half for 2010) should be displayed by corresponding bookings on EEA-level as the MU is responsible for the valuation mechanisms laid down in the TPA and took the take-over from the synergies workstream to clarify the impact.

· The synergies from carving out of the portfolio management functions beyond simply transferring the option are based on first estimations. Even though most of the positive effects might arise within the trading unit they have not been aligned with EET yet (a coordination with EET will be carried out through the Implementation Committee).
· The remaining quantifiable effects will be included in the MTP as far as the corresponding organisational concept is followed (not the case e.g. for synergies from accounting). These amount to approx. -3.5 / -2.3 / -2.3 M€ in the years 2010 / 2011 / 2012.
Decisions

· Synergies deriving from a possible TPA between BU France and EET covering the physical option in the generation portfolio need further clarification by EEA.

· Synergies deriving from a possible carve-out of trading functions need to be aligned via the Implementation Committee with EET for further validation before being included in the MTP.

· Remaining quantifiable synergies (-3.5 / -2.3 / -2.3 M€ in the years 2010 / 2011 / 2012) will be incorporated into the MTP.

