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Date 16 janvier 2009
Objet: Coal coke furnace gas supply by Cokes de Carling to SNET (Huchet Plant in Saint-Avold)

1)  Introduction 

Coke de Carling (CC) is a subsidiary of german iron plant companies. Coke de Carling produces coal coke in Saint-Avold (Moselle) for those German plants in Dillingen (Saarland). 

Historically, CC was owned by Charbonnages de France (CDF) and supplied its furnace gas to the Emile Huchet Power Plant (EH) in Saint-Avold. The gas supply from CC to SNET was kept and renegotiated after privatization of Snet. The present agreement expired on Dec 31st 2008. A transitory agreement is now in force for a month until Jan 31st 2009.

2)  Technical description

CC uses a part of the gas in its own units, and sells the excess to SNET: 7000 to 20000 Nm3/h according to the number of coke batteries (960 to 2800 Mw a day)

Gas is sent at 15 bar by a duct to EH. If the quantity isn’t enough for EH’s needs, some natural gas is added before sending to EH.

EH uses the blend “coke gas / natural gas” in several units:

·  Huchet 5 (300 MWe)

·  3 gas turbine of 15 MW ( usually 2 x 7 MWe ; pressure 15 bar

·  Heating air installation with the flue of turbines ( pressure 2,5 bar

·  Burning support ( pressure 2,5 bar 

·  Huchet 6 (600 MWe) and Huchet 4 (125 MW) ( gas in excess ; pressure 2,5 bar

Huchet 5 needs at minimum of 12 to 15000 m3/h of coke gas, and adds natural gas when it is necessary.

3)  Present contractual situation

SNET and CC were linked by a contract until December 31st 2008.

In 2008, SNET and CC have negotiated a new contract on the following main principles:

·  CC is able to supply coke furnace gas until September 30th 2010 (21 months) : minimum 10000 m3/h ; indicative maximum  20 – 22000 Nm3/h

·  CC will announce before June 30th 2009, if the supply until September 30th 2011 (eventually later)

·  SNET will buy all the coke furnace gas available

·  CC carries the natural gas from a delivery station set in Coke de Carling (an STS contract links SNET and GDF Suez for natural gas supplying).

The future of CC is highly linked to the economical decisions of its owners. For instance, they have decided in November 2008 to reduce the production of 30%, with a very short notice (a few days). Since there, the supply is at a 7000-12000 Nm3/h.

In front of those risks, SNET asked CC for a Mother Company  guarantee in the contract draft: 3 M€ to be paid in case of a definitive closing down  of Coke de Carling. 

The mother company did not accept to deliver the guarantee in December 2008, so to let time, SNET have accepted to sign a transition contract for 1 month (January 1st to 31st 2009) without that guarantee.

That transition contract indicates that contractual relation will be terminated at the end of January 2009, if both parts did not reach an agreement in respect of the mother company guarantee. Snet needs to mitigate the risk of sudden decision of CC of closing down the gas production.

On the other hand, Snet also needs to have visibility enough about gas supply. The operation of EH5 ( 300 MW) depends on gas supply.

4)  Alternative technical solution

In the future, when the supply of coke gas is finished, it will be necessary to switch definitively EH5 to natural gas:

·  3 gas turbine of 15 MW 

·  Heating air installation with the flue of turbines 

·  Burning support 

Today, a part of the actions needed have been done or prepared (gas duct, studies…).

Some other operations (material orders, preparations…) have to be started in the beginning of this year in order to be able to modify the installation during the overhaul period: present forecast May 16th ( July 1st 2009.

Conclusion

1) SNET is open to look for the best way to arrange the situation, but

2) Can not let fully open the risk of gas supply for EH

3) In order to mitigate the risk according to the existing uncertainty on CC closing down, a mother guarantee is needed in the case of signature of a new agreement until Sep 30th 2010.

4) If no agreement is possible regarding the guarantee , SNET has to decided before end of January the switching to NG: material order, work planning, etc…. (EH5 overhaul starts on May 7th).
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