August the 31st
Hedging Structure

Indicative Term Sheet

The following Term Sheet describes a product whereby the Buyer 

· Will pay a Fixed Value to the Seller for the purchase of 1,4 MMT of CO2 allowances.

· Will pay a monthly Capacity Premium for the right to exchange CO2 allowances for an electricity production margin.

Hourly nominations will be done on a day ahead basis, following operational constraints.

Seller:

Snet
Buyer:

Endesa Trading SA

Term:

1 January 2006 0:00 CET to 31 December 2007 23:59 CET

CO2

Volumes:

1 400 000 MT

Price (€/T)

25,00 €/MT

Payement

35 M€ within 30 day after be signed

Delivery :
The Buyer can asked to be delivered at any time for the 1.4 MMT or let any amount of these allowances into SNET account.

If at the end of each week  the Buyer has nominated more electricity than he let into SNET account he will deliver to SNET the CO2 volumes equivalent of the MWh the first working day of the month m+1.

Exchange CO2 / Production Margin

Hourly Production Margin (PMh in €/MWh) : 


PMh = PWNTh – Fm (API2 €/T)

F is a mensual fonction. The whole formula is given in addendum 1

Capacity:

200 MW maximum (Q1 2006 ; Q4 2006 ; Q1 2007 ; Q4 2007; a definir abril –mayo-septiembre 2006) 

Détail in addendum 2

CO2 Exchange :
 1.00 T/MWh

Day-ahead Nomination:


The Buyer will submit to the Seller a Nomination, before 9.30 of D-1 for the day D listing the hourly quantities called for the day. The following constraints will apply:

· Only one group of  hours 

· Composed by summation of Powernext valid blocks (given in addendum 3)

· with a minimum of 5 consecutive hours can be called

· In the hours where some capacity is called, the called capacity will be any number up to the Maximum Capacity rounded to no decimal places  and the same for all the hours

· The capacity will be firm

Premium 

To be determined (€ / Month) 

Delivery Location:    RTE High Voltage Grid

Payments:
The Buyer will pay the Seller the Premium by the 10th day of the current month of delivery.



The Seller will pay the Buyer, on a monthly basis, the mensual Production Margin (PM) corresponding to the quantities called. This amount is calculated on an hourly basis 
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Credit terms:
Each Party will provide credit support as appropriate.

Terms and Conditions:
Detailed Terms and Conditions of this agreement shall be defined in a separate contract. 

The information contained in this document is confidential and for your internal use only.  The document is solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell commodities or instruments or to participate in a particular trading strategy or transaction mentioned herein.  Any reproduction of this information in whole or in part is prohibited.  No representation is made that it is accurate or complete or that any returns indicated will be achieved.  Prices included herein are indicative only.  While Morgan Stanley & Co. International Limited (“Morgan Stanley”) has obtained the information on which these indicative prices are based from sources it believes reliable, Morgan Stanley makes no representation or warranties with respect to these indicative prices.  An indicative price of a transaction may differ substantially from an actionable value.  These indicative prices do not necessarily reflect Morgan Stanley's internal bookkeeping or theoretical model based valuations of such transactions.  Certain assumptions may have been made in this analysis which have resulted in the returns shown by way of example herein.  Changes to the assumptions may have a material impact on any returns detailed.  Certain factors which may not have been assessed for the purposes of these indicative prices, including, for example, the notional amount of the transactions, underlying volatility, use of capital profit, may substantially affect the value of any specific transaction.  The price or value of the transactions to which this document relates, either directly or indirectly, may fall or rise.  Indicative prices and their availability are subject to change without notice.  Morgan Stanley and its agents and representatives, make no representation and have given you no advice concerning the appropriate regulatory treatment, accounting treatment, or possible tax consequences in connection with the proposed transaction.  Prior to entering into any proposed transaction, you should determine, without reliance upon Morgan Stanley or its agents or representatives, the economic risks and merits, as well as the legal, tax, and accounting characteristics and consequences of the transaction, and that you are able to assume these risks.  Morgan Stanley & Co. International Limited is Authorised and Regulated by the Financial Services Authority.
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