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	Strategic evaluation investment proposal biomass Lucy

	

	( Anrede und Fließtext


Description:  Development of a biomass CHP project located at the SNET site Lucy
Evaluation
The opportunity for the development of a biomass plant on the site ofLucy was identified in the context of the preparation of the industrial plan. This project covers two strategic initiatives which were both considered of being of high strategic priority: Development of biomass and development of future opportunities on existing sites.
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Consequently, this project contributes to the following strategic objectives:

· Development of a diversified, well-balanced generation portfolio: A biomass plant will strengthen the ambition to develop a significant renewables position as part of a overall generation portfolio
· Participating in the public tender process CRE3 and realizing a biomass process will be a positive signal to French authorities and can be considered as active participation in the important public ambition of Grenelle d’environment to develop 2.760 MW of biomass capacities by 2020

· The first business case considerations based on the currently available data indicate a comfortable ROI and therefore a positive contribution to the future EBIT development

· A major challenge from the industrial plan of E.ON France is the management of the social consequences from scheduled decommissionings. For the preparation of the GPEC decommissioning for Lucy 3 is expected for end of 2013. The biomass plant could contribute to a limited extend to the GPEC process. 
However, due to the current early development status a certain number of strategic uncertainties and risks need to be taken into consideration:
· Uncertainties in the decision of the client (municipality of Mentceau-les-Mines) and the concrete commercial conditions for the off-take

· Price levels for biomass at the time of commissioning and price developments during operations are uncertain. This price however has a major impact on the ROI development. 
· The overall biomass strategy of E.ON Climate & Renewables on a global level and for France is still uncertain
· The number of employees which can be transferred from the existing plant Lucy 3 directly to the biomass plant or indirectly to other opportunities in this context is uncertain.
However, from a strategic perspective the strategic advantages outweigh the risks and uncertainties. Therefore, a positive gate 1 decision is recommended.
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