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Le Directeur Général





Rueil-Malmaison, 11 june 2008 

STRICTLY PRIVATE & CONFIDENTIAL 


LAZARD FRERES

121, boulevard Haussmann

75008 PARIS

For the attention of Mr Matthieu Bucaille and Mr Thomas Picard

Subject : Project Fox Initial & Non-Binding Offer

Dear Sirs,

Further to receiving the Information Memorandum on May 21st 2008 and the Procedure Letter, dated May 28th 2008, together its Appendix (the “Initial Information”), La Société Nationale d’Electricité de Thermique S.A. (“SNET”), is pleased to submit an Initial

Non-Binding Offer Letter ("Non-Binding Offer") expressing our interest in the proposed

transaction consisting in the acquisition from FEAG Switzerland (the "Selling shareholder") of:

-100% of the share capital and voting rights of its wholly owned subsidiary, EnR GIE 1

-100% of the share capital and voting rights of its wholly owned subsidiary, EnR GIE 2

-a Call option on the subsidiaries of its wholly owned subsidiary, EnR GIE 3

(The “Transaction”)

SNET's Non-Binding Offer is exclusively based on the information that has been provided in the Initial information, which we presume accurately reflects all that it is said.

SNET's Non-Binding Offer contains the following specifications:

(i) Company Description

SNET is the trademark of La Société Nationale d'Electricité et de Thermique which is the third largest generation company and electricity supplier in France

Key Figures (2007)

Registered Capital:
569 206 335 Eur

Workforce:

1003 (incl. 209 in Poland)

Operating revenues:
1133 Meur

Installed Capacity:
2817 MW (incl. 330 MW in Poland)

Sales:


19,3 TWh

In Wind energy SNET has 111,54 MW of fully authorized permits (20 MW already in operation and 47,54MW by the end of 2008) and a pipe line of project representing 200MW

(ii) Strategic reasons for our interest

SNET is currently implementing an ambitious Industrial plan in classical thermal power generation:

· 860 MW CCGT under construction (Emile Huchet)

· 1600 MW CCGT with obtained permits (Hornaing, Lucy, Lacq)

· 400 MW CCGT with permit submitted (Gardanne)

· 700-900 MW super critical coal-fired power plant under planning (Le Havre)

Beside this industrial plan, SNET intends to comply at its level with the European objective of 20% renewable capacity by 2020: the intended Transaction would substantially contribute in reaching this ambitious goal while generating predictable cash flow in the short/medium term.

(iii) Preliminary Indication of Value

EnR GIE 1:

SNET is willing to submit a Preliminary Indication of Value , for the acquisition of 100% of the share capital and voting rights EnR GIE 1. 

That will result in a total amount of Euro 45.000.000 (Forty-five million Euro)

EnR GIE 2:

SNET is willing to submit a Preliminary Indication of Value , for the acquisition of 100% of the share capital and voting rights EnR GIE 2. 

That will result in a total amount of Euro 85.000.000 (Eighty-five million Euro)

EnR GIE 3:

SNET is willing to submit a Preliminary Indication of Value, for the exercise of the Call option on the subsidiaries of EnR GIE 3. 

That will result in Eur 300.000 (three hundred thousand Euro) per machine (i.e. 150.000 Eur/MW)

(iv) Assumptions made in order to assess the preliminary price indication

1.- The preliminary offer has been prepared solely on the basis of the information provided by

the Seller to Endesa. This includes, among other, the forecasted electricity prices, average

annual production, the investments involved, development costs, operation and maintenance

costs, etc.

2.- A Discounted Cash Flow model has been used for evaluating the projects and calculating the

Preliminary Indication of Value, with the following key assumptions:

· Evaluation period of 20 years.

· Information included in the Information Memorandum regarding average number of hours of annual production, installed capacity, operating costs,

· capex costs (especially for EnR GIE 1 and for the projects in EnR GIE 2 where the procurement of machines are secured), investment costs for the new projects and forecasted revenues.

· 100% of success in the EnR GIE 2 future projects (the eventual substitution of projects is supposed to be economically equivalent)

· Estimated net debt of EnR GIE 1 of 45,5 Meur (no more outstanding Capex expenses concerning the sites of Soudan, Erbray, Freigné and Beaufou)

· Energieteam development fees are not borne by EnR GIE 2 (and that they are already fully paid for EnR GIE 1)

· Subsidiary of EnR GIE 3 are supposed to be debt free when exercising the call option (Energieteam development fees are not borne by the subsidiary of EnR GIE 3

· The full tax benefit of the depreciation policy remains with EnR GIE 1

· It is supposed that the operating contract with Energieteam during the life of the assets brings added value to the cash flow of the companies.

3.- A full due diligence process, as described below, will have to confirm the validity of these documents and consider any additional risks that we may have not been aware of before.

(v) Financing Method and Sourcing

Should SNET submit a Binding Offer in the Phase II of this procedure, the financing will be secured trough SNET. SNET's robust financial position will enable the company to realize the necessary investment for the successful and profitable new generation projects post acquisition

(vi) Approvals for the Non-Binding Offer

The submission of the Non-Bindling Offer Letter is not subject to approval of our Board of

Directors according to the internal rules and regulation applicable to SNET.  

This Non-Binding Offer Letter is submitted by

Société Nationale d’Electricité et de Thermique S.A.

2, rue Jacques Daguerre

92565 Rueil-Malmaison Cedex

Siret 399 361 468 00040

The final acquisition structure for the Transaction (and thus the possible incorporation by SNET of one or more special purpose vehicles or involvement of any of its affiliates) and the possible opening to third parties is still under analysis.

(vii) Due Diligence

The content of SNET's Non-Binding Offer is subject to a satisfactory financial, commercial, legal, tax, technical and environmental due diligence process ("Due Diligence"). The main areas of focus of the Due Diligence to be carried out during the next phase would include but not be limited to: 
· Fiscal aspects

· Legal aspects

· Financial aspects

· Wind data analysis

· Long Term Electricity Purchase Agreements

· Supply contracts

· Other material contracts

· Environmental issues

· Electrical connections arrangements

· Consents and licences

· Land lease

· Technical site visits

· Corporate structure

· Other

However, the company's experience in this kind of acquisitions will enable SNET to conduct the Due Diligence expeditiously.

(viii) Prior authorisations and condition precedent to the Binding Offer

Conditions for the Binding Offer (if any) will be determined once the due diligence and management presentations are successfully completed, according to the usual practice in this kind of transactions, and will include, ínter alía:

· no disposal of the relevant assets prior to Closing of the Proposed Transaction, including, but not limited to, sale, transfer, lease, creation of mortgages or other security, lien, encumbrances, or undertaking to execute or create any of the foregoing;

· completion of the due diligence (see Section X bellow);

· customary representations and warranties satisfactory to SNET;

· agreement of mutually acceptable documentation for the Proposed Transaction; and

· no material adverse change in the business, assets, conditions (financial or otherwise) or prospects of the companies involved before Closing.

Further approvals by the Management Board and the Board of Directors of SNET will be required after the Due Diligence process and prior to the submission of a Binding Offer.

Other authorisations such as Antitrust or regulatory may be required in order to complete the

Transaction.

Closing of the transaction is in any case conditioned to obtaining all the authorisation mentioned in this Section.

(viii) Contact person 

Please contact exclusively the following people to discuss any issues relating to this Non-

Binding Offer Letter:

Philippe Boulanger

Directeur du Développement

SNET
2, rue Jacques Daguerre

92565 Rueil Malmaison Cedex

France

Tel : 
+33 1 47 52 39 84

Fax : 
+33 1 47 52 39 50

Mob :
+33 6 03 22 02 85

philippe.boulanger@endesafrance.fr 
(ix) Assignment

No party shall assign or otherwise transfer any of its right and/or obligations under this Non-Binding Offer to a third party. However, either party may assign all or part of its interest in this Non-Binding Offer to any company within its Group without prior written consent of the other party provided that such company agrees to enter into a counterpart of this Non-Binding Offer and be subject to the rights and obligations applicable to it.

(x) Validity

Our Indicative Offer is valid until the August 11th 2008. If after this date, no answer is received from the Seller, we will consider that it does not wish to go on in the process with SNET.

We understand that you will keep SNET's involvement in the Proposed Transaction and the existence and contents of this Non-Binding Offer strictly confidential without disclosing it to any third party without the prior written consent of SNET. 
This Non-Binding Offer has the nature of a preliminary indication of interest and it does not constitute and cannot be interpreted as an offer, a preliminary agreement or a binding undertaking by SNET or any other company in the group of companies controlled or participated by Endesa. Except in relation to Confidentiality, this Non-Binding Offer is not intended to, and will not, create any legally binding obligations on SNET (or any company controlled or participated by Endesa) in respect of the Transaction.

We look forward to be invited to next negotiations and to working with you on the Transaction.

Yours Faithfully,

Antonio HAYA

CEO

Société Nationale d’Électricité et de Thermique - 2, rue Jacques Daguerre - 92565 Rueil-Malmaison Cedex
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