 Day-Ahead Call Option



Trade Date: 17/11/2009

DAY AHEAD CALL OPTION FOR 2011

The following Confirmation describes a product whereby the Holder will pay a fixed Monthly Option Premium to the Writer for the right to purchase physical active power in the French high voltage grid.

Scheduling will be done on a Day Ahead basis, within the operational constraints contained herein.

Buyer (Holder):

< Buying Company >

Seller (Writer):
 
< Selling Company >

Term:


2011 : From 00.00 hours CET on 1st  January 2011 until 24.00 hours CET on 31st December 2011  (both included)

Day-Ahead Call Option:


The option held by the Holder whereby, prior to any Exercise Deadline with respect to any Exercise Period, pursuant to the notice of Exercise , the Holder has the right but not the obligation to purchase at the Contract Price from the Writer any Contract Quantity from and including the Minimum Capacity to and including the Maximum Capacity of physical electricity at the Delivery Point in accordance with the provisions of this Confirmation and the General Agreement, and the Holder shall pay the Writer a Monthly Option Premium.

Upon exercise by the Holder of its right to purchase from the Writer the physical electricity delivery at the 

Contract Price, as per the notice of Exercise, the Writer shall have the obligation to sell to the Holder at the Contract Price plus Startup Costs such physical electricity delivery at the Delivery Point as Scheduled by the Holder in accordance with the provisions of this Confirmation and the General Agreement.

Contract Price: 
Strike Price in EUR/MWh determined in accordance with the following formula:


Strike Price = 2.0894 * PHUB + 0.365 * ppCO2 + 0.72
(see Annex) 


Delivery Day: 
Any working day (Monday, Tuesday, Wednesday, Thursday and Friday including holidays) within the Term from 00:00 hours to 24:00 hours on a day.

Delivery Month: 
Any calendar month within the Term in which one or more deliveries of electricity can take place.

Capacity Nomination step:
Upon exercise of the option, the Holder shall purchase Contract Quantities by 

multiples of <W> MW. Within the constraints expressed in this Confirmation, the Holder is free to nominate the Contract Quantity that he wishes.

<W> is as defined in terms of tender.

Zero nominations:     The minimum number of consecutive hours with zero nomination will be 1 hour. 

Minimum Capacity:  The minimum capacity that can be nominated for each Hour is 0 MW.

Maximum Capacity: The maximum capacity that can be nominated for each hour is <W> MW.

Non-Zero Nomination Period:
No limitation
Startup: 
There will considered a startup added to each Delivery Day only if the nomination(s) of two consecutive hours imply an increase from zero for one hour to a positive value for the following hour, the later hour being within Delivery Day concerned by nomination. 

Maximum Startup :
Nominations will not imply more than one (1) startup per nomination day.

Startup Costs: 
There will be a startup cost added to each nomination day that imply a Startup, Startup as defined above . This Startup cost is calculated for each concerned nomination day, in €/day, as :

Startup cost  = 3044.19 €/Day + 287.88 * PHUB+ 54.93 * ppCO2
(see Annex)
EXERCISE

Exercise Period and Deadline:


For any delivery day:
With respect to any hour of any Delivery Day, at any time on any day during the Term but no later than on the business day unless it is a public holiday, immediately prior to such Delivery Day. Any Scheduling can be modified until 08.30 CET on that exercise day if Delivery concerns the day after, until 15.00 CET otherwise

Notice of Exercise  : 
With respect to any Delivery Day and notwithstanding §5.4 (Notice of Exercise) of the General Agreement, each notice of exercise could be given verbally, followed by either an E-mail communication : <EmailAdress@Company.fr> or facsimile communication (<FaxNumber>)  made by the Holder to the Writer during the Exercise Period to specify for each hour of the respective Delivery Day the Contract Quantity (in MW) Exercised as per the Day-Ahead Call Option. In Case of verbal Exercise, the Holder shall promptly confirm the Exercise in writing (unless if it is done by facsimile), provided that such written confirmation is not a prerequisite to the validity of verbal Exercise.
Delivery Point Electricity:
French high voltage grid (RTE).

PAYMENT

Upfront Premium : is As defined in tender
Monthly Option Premium 
 <X> (€/Month) (total of   <Y>  M€). 

Payment of the Option 

Premium:
On a monthly basis, the Holder will pay to the Writer the Monthly Option Premium on the first Business Day of each calendar month in the Term (each a “Premium Payment Date”) .

Payment of the Contract Price:


The Holder shall pay to the Writer, in respect of each Delivery Month, an amount equal to the sum of the Startup Costs plus the product of, in respect of each Delivery Day in a Delivery Month:

(i) The amount of electricity delivered on such Delivery Day in such month and;

(ii) Such Delivery Day’s Contract  Price;

on or before the later to occur of (a) the twentieth day of the calendar month following the delivery of electricity or if not a Business Day, the immediately following Business Day or (b) the fifth Business Day following receipt of the Writer’s invoice.

Payment of the Startup Costs:


The Holder shall pay to the Writer, in respect of each Delivery Month, an amount equal to the product of the number of days including a Startup by the startup cost price ( in €/day ) as defined above, on or before the later to occur of (a) the twentieth day of the calendar month following the delivery of electricity or if not a Business Day the immediately following Business Day or (b) the fifth Business Day following receipt of the Writer’s invoice.

Calculation Agent:
As per the General Agreement

Business Day:
As per the General Agreement plus any day which Trans-European Automated Real-time Gross settlement Express Transfer system (TARGET) is open.

Credit terms:
Credit approval should be obtained before any commitment between the Parties.

References to Time:
References to time shall be CET unless otherwise provided in this Confirmation.

Governing Law:
France.

Underlying Agreement:  

European Federation of Energy Traders General Agreement Concerning the Delivery and Acceptance of Electricity between < Buying Company >and < SellingCompany >dated < Agreement Date >and EU Allowance Appendix (“General Agreement”). All provisions of The General Agreement shall govern this Confirmation, except as modified herein. Terms defined in the General Agreement and not otherwise defined here shall have the same meaning herein as therein. In the event of any inconsistency between this Confirmation and the General Agreement, this Confirmation shall govern for the purposes of the Day Ahead Call Option.
Confidentiality: 

The confidentiality provisions contained in § 20 of the General Agreement shall apply to this terms sheet and the existence and all details of all preliminary discussions and negotiations as well as of the eventual transaction itself (if any), save to the extent that they agree on the timing and content of any relevant public announcements. 
ANNEX: CONTRACT PRICE DEFINITION AND MARKET DISRUPTION

1. CONTRACT PRICE DEFINITION

For each Delivery Day, the result of the following formula, expressed in EUR/MWh and rounded to three decimal places

Strike Price = 2.0894 * PHUB + 0.365 * ppCO2 + 0.72   
Where: 

ppCO2:   means for a Delivery Day, the last available closing price in EUR/MT of carbon dioxyde as published by BlueNext on “www.bluenext.eu” under the reference "Statistique - Carbon Spot EUA TM " or any successor headings at 8:00 CET on the day immediately preceding the Delivery Day, provided that if BlueNext fails to announce or publish such price (or information necessary for determining such price) for five (5) consecutive days or more, the Fallback Reference Price specified in clause 3(i) (Market Disruption) of this Annex shall be used instead of such price.

PHUB = 


· For any weekend day PHUB is the Powernext Gas Spot DAP PEG Nord WE price of the last Working Day preceding that weekend.

· For any week day which is not a French public holiday, PHUB is the Powernext Gas Spot DAP PEG Nord DA price of the last Working Day preceding that day.

·  For any week day which is a French public holiday and which is joined to a weekend or joined to another French public holiday which itself is joined to a weekend, PHUB is Powernext Gas Spot DAP PEG Nord WE price of the last Working Day preceding that weekend.
· For any week day which is a French public holiday and which is not joined to a weekend and not joined to another French public holiday which itself is joined to a weekend, PHUB is PEG Nord DA Powernext settlement price of the last Working Day preceding that day.

Pricing Month: Each calendar month in a Calculation Period.


Calculation Period: the relevant Delivery Month or Day.
2. CORRECTIONS TO PUBLISHED PRICES
A Party may require that payments be adjusted to reflect any correction to a published price within 30 days of the original publication on PowerNext or ICE reference.

3. MARKET DISRUPTION

Market Disruption Events: As per the General Agreement. 

Market Disruption Fallbacks: Notwithstanding the Fallback Mechanism specified in the Underlying Agreement, the Market Disruption Fallbacks for this Day Ahead Call Option shall apply in the following order:

(i) In relation to “PPCO2” only, Fallback Reference Price means  the price for any day on which a such price is to be determined in accordance with this Confirmation (each a “Calculation Date”) will be closing price of the first available December ICE Futures ECX Carbon Financial Instruments Futures Contract per MT of EU Emissions on ICE Futures, stated in Euros, as made public by ICE Futures on that Calculation Date (“ECX Futures Price”) as discounted by the Calculation Agent as follows:


ECX Futures Price / (1+ (Z/360) x 6months Euribor), 


Where:
 


Z = number of calendar days between Calculation Date plus 2 Business Days and the delivery date of the first available December ICE Futures ECX


6 month Euribor = as published by Reuters on pages 248-249 at 11:00 CET.

(ii) The Calculation Date  will be deemed to be the first succeeding Commodity Business Day on which the Market Disruption Event ceases to exist, provided that the Calculation Date will not be postponed by more than two days, that would but for the Market Disruption Event, have been, Commodity Business Days .

(iii) The parties will, promptly upon becoming aware of the Market Disruption Event negotiate in good faith to agree on an Alternative Commodity Reference Price and if the parties have not so agreed within three (3) Commodity Business Days following the first Calculation Date on which the Market Disruption Event occurred or existed, paragraph (iv) will apply;

(iv) An Alternative Commodity Reference Price will be determined on the basis of quotations provided by four leading dealers two of which are selected by the Holder and two by the Writer. If four quotations are provided the price will be the average of the two prices that remain after discarding the highest and the lowest, and if three quotations are provided the price will be the price that remains after discarding the highest and the lowest. If fewer than three quotations are provided, it will be deemed that the price for that Calculation Date cannot be determined and paragraph (v) shall apply.

(v)  the Calculation Agent will determine the Alternative Commodity Reference Price (or a method for calculating a Alternative Commodity Reference Price) taking into consideration the latest available quotation of the Commodity Reference Price and any other information that it in good faith deems relevant.

“Business Day” for the purposes of this clause 2 (Market Disruption) shall mean (i) in relation to the price “PPCO2”, a day that is (or but for the occurrence of a Market Disruption Event, would have been) a day on which the relevant exchange is open for trading during its regular trading session, notwithstanding such exchange closing prior to its scheduled closing time and (ii) in relation to the price PHUB as defined above, a day in respect of which the relevant price source published (or, but for the occurrence of a Market Disruption Event, would have published) a price.

For < Buying Company >
For < Selling Company >















