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1. 
2. Current situation of Poweo SA later the sale of Poweo Production to Verbund
At the end of 2010 Poweo SA and Verbund have agreed a Shares Purchase Agreement for the sale of Poweo production remaining shares: Poweo SA sales to Verbund 60% of Poweo Production. In the deal, the company has been evaluated at book value. In the same agreement Verbund grants to Poweo SA a call option on these assets (The option) with exercise every 6 months up to mid 2013 (last exercise).  The closing date for this agreement is 15 February 2011. Some contracts (services between both companies) have to be agreed during this month.
The carve-out of the generation activity doesn’t affect the “Prométhée” assets which stay in Poweo SA’s perimeter. Prométhée is the name of the agreement between EdF and Poweo SA that includes:
· Poweo holds a daily call option on 160 MW of nuclear base up to 2023. The strike price is indexed with inflation. As per Poweo management is deeply in the money
· EdF holds a daily call option on 190 MW (2011-2012) and 160 MW (2013-2023) on a CCGT physical synthetic product. The strike price is composed with a daily startup cost plus a proportional cost of gas (Zeebrugge spot price). With the carve-out of Poweo Production, Poweo SA is fully exposed on this position.
· Both legs are not split-ables
· It is necessary prior agreement of EdF for the assignation of this contract.
Once Poweo SA close the sale of the production subsidiary, will focus in three business lines:
· Retail B to B (actually 3.5 TWh electricity + 1 TWh gas)
· Mass market  (400 kClientes), and
· Trading and energy management activity, where will be allocate Prométhée assets.

 Likely Poweo SA will structure these activities through 3 subsidiary vehicles to develop each of those activities independently. It could be possible to create a JV with a competitor for retail mass market business (i.e. Direct Energy).
3. Business Opportunities for MS
In spite of the sale of Poweo Production, that will provide 120 €M, Poweo is in a delicate credit situation. Poweo hopes that the new NOME law and the regulated access to nuclear base-load for final clients supply will permit to normalize retail activity. If retail becomes profitable, Poweo would like to re-build up the generation leg through the exercise of the option on Poweo Production.
Notwithstanding, there are conscious that survive in the current situation is not an easy task. So they are very interested in the evaluation and potential sale of some of their assets. In this way, Poweo shall grant 1 month of exclusive negotiation to Morgan Stanley on Prométhée assets (up to 15/02/2011).
This negotiation could be the initial point of additional discussions with MS, i.e.:  the acquisition of the option on Poweo Production; JV on energy management business or supply of retail business.

4. Next Step
MS to send a letter to initiate discussions on prométhée assets to be send to M. Caperan.
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