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1. Perception on E.On Organisation Evolution
E.On is moving from a decentralised model, with a strong local structure, with an important level of decisions to a new centralised one. A first movement is done in the centralisation of the energy management with the creation of the EET Company. A second step would arrive with the centralisation of the generation, driven by the Functional Empowerment in Generation that is now in advanced discussion phase. A third movement would be expected, where the local structures will keep only a service role in a new model that could be call ambassador model.
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In this paper we woul like to approach to this evolution with a very pragmatic view from an E.on local structure in a new market with a non relevant position.

2. General principles

Basically, the decentralised local model profits of the local knowledge of the market, the integrity on the chain of value and the clear responsibility in the Profit and Losses account. On the other hand, the centralised functional model take advantage on the continuity of business model for every market, the scale factor of adding markets and assure a centralised decision prioritization.
So, when we move from a decentralised model to a centralised one is basically because: the local questions are less important than the functional ones; or we think that the continuity in chain of value is less important than the continuity in the functional model of bussines; or because pragmatics reasons of lack of critical mass it is not possible to assure the right level on local decisions. 
3. Energy Management Centralisation
We will avoid to criticize the growing up existing model but we would like to focus in the main aspects that would be problematic for the business:
· [image: image2.jpg]Even if in the future there will be a unique power market in Europe, it is not the case in this moment. This situation forces EET to acquire the necessary local market knowledge even by transfer of local BU FTE even by reconstitution of the local know how. 
· On the other hand, it is clear that the concentration on the decisions and strategies on fuel procurement markets provides a better global position for E.On. If finally we consider that this centralised model adds value we ought to extend it to gas procurement. 
· The separation on long term and short term, -EET has a scope of only three years-, produces a complicated interface: while the asset owner looks for long term hedges to assure the investor profitability, EET is only concern about finding  an open position to develop its trading business.
· The rupture on the chain of value causes a new complex interface to assure a reasonable allocation of responsibilities on the P&L account.
· This model lets in the hands of the BU the role of asset owner.  BU will be concern on asset optimisation (asset manager role) and new business development. 
4. Moving to Generation optimisation (BU as Platform Company?)
With perform to win we assist to a new step on the business centralisation. The “Functional Empowerment in Generation” passes through the concept of Functional Fleet Management that we will create for Steam, CCGTs, Nuclear and Hydro fleets. The FMC will be responsible for the success of a technology fleet across MU and BU, creating added value through increased cross BU/MU synergies and continuous technological improvement. The BU/MU role on generation will keep on operational aspects and on development service provider
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The Plants operator has the responsability for maximize the availability of the plants expending a minimun of resources (investiments and operational and maintenain costs) fitting with the optimazer interest (best period for overaul, blend of fuels, running program, ancillary services vs active power, etc). 
It would be possible to split the generation operator responsabilities in operation aspects from manteinance ones, as proposed by “Functional Empowerment in Generation” paper. But it would not posible to isolate the responsability of each unity (FMC for maintenance quetions and BU for explotation) on the final results for availability or contribution for the P&L account. As example, the decisions on explotation side are as important asd the investiments decision to provide the targeted availability. Nor, it is not posible to disconect the operational decisions from HR consequences (at least in France). It is not easy to imagine a model to reflect the contribution of the operator and technical decisor for a final result. To avoid a dilution of responsabilities we have to choose who lead the decisions for generation side.
For us, it in completely necesary to keep the integrity for decisions on generation side avoiding artificial spliting on task and responsabilities. But we can consider two alternatives:

· Option 1: If we belive that the differences on markets/countries/regions are less importants than the necesity on technical coherence, the choise for organisation would pass through a centraliosation on generation estructure: Only one supranational structure would be the responsable for generation operational or maintenance decisions.

· Option 2: If on the contrary, we think that the idiosincracy of markets/countries/regions is more complex to manage than technical issues the decision would be to decentralise generation decisions and to put in place n-local structures concern with the local differences but responsible to follow technical central directives. 
From our point of view the second option is the correct one. It is not posible to imagine someone located in Hannover or wherever dealing with french trade unions, but it is likely realistic to think that the local generation manager of France follows the technical guidelines emanating from a Competence Centre.
5. The final Model: BU as ambassador
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