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1) Introduction 

Snet made an investment in Turkey in 2001 by purchasing 50 % of the shares of ALTEK, at that time a 100% Alarko company, ALTEK being a producer and seller of electricity, operating in Turkey. Alarko is a major Turkish industrial group operating in contracting, real estate, tourism and energy.

Snet, being a partner of ALTEK, found itself through ALTEK investing in the following projects:

Hasanlar, Berdan & Tohma Hydroelectric Power Plants (30MW) and Kirklareli Combined Cycle Natural Gas-Fired Power Plant (80MW) which were included in the portfolio of ALTEK and In the year 2001, the hydroelectric power plants were in operation, whereas the Kirklareli Combined Cycle Power plant was in the construction stage.

Originally the Kirklareli project, signed with the Ministry of Energy and Natural Resources in accordance with the Build-Operate-Transfer model as per the Law No. 3096, should have benefited from a 20 years PPA. Due to in-between changes of regulation, Turkish Administration blocked the necessary procedures for the connection to the grid. After close analysis of options – going to court against Turkish Administration or renegotiating of a much less favourable BOT- Snet decided to renounce the BOT status, and its attached PPA, and to commercialize its energy on the free market.

After a complex process of transfer under the new regulatory regime (law 4628), the grid connection could be completed for a full commissioning of the CCGT in December 2005. During that period Alarko kept back and offered a very poor support in order to safeguard its own other business interests.

In 2008 Alarko decided to launch the investment for an extension of the Kirklareli CCGT consisting in a new 82MW gas fired power plant that will be constructed on the same piece of land that the first unit. This decision was made unilaterally without any official approval of the project by SNET, thus against the clauses of the shareholder agreement. 

In coordination with EEA (re: Minute of telco dated 27/11/08), EFR has decided to put on sale this minority participation. 

EFR is in charge of managing the process in coordination with EEA (Mr. Boulanger will ensure proper coordination within EEA). The responsible from Snet is Mr Haya with Mr Munoz and Mr Perret. Eon Turkey (Mr Mutlu) will keep a role of local assistance
2)  Key Issues

As in whole the world, the Turkey financial market situation is not favourable for the sale of Altek participation. So, we have to be ready for a long process of selling, or to sell in a not fair condition.

Normally Alarko would be interested on not facilitate the sell process:

· If Snet is pressed to sell, Alarko would take advantage of their pre-emption right to get an under fair-value price

· If Snet stay as shareholder, Alarko maintain a comfortable control of the company and can wait the irruption of a new partner for their development on Turkey market and propose it the Snet participation.

So tactically, Snet has to look for the incentivizing of Alarko in the selling of its Altek participation

A first evaluation on the fair value of Altek participation is done by EEA with the support of Snet. It provides a value of 55 M€.

3)  Principal Objectives

Obj.1: To sell the Snet participation on the best conditions: time and price.

Obj. 2 (only if obj.1 is not reachable) to maximize the cash transfer from Altek during the stand-by phase 

4)  Expectable Process

1. Process of selling.

In the next days Snet will appoint a Bank with the double purpose of providing an independent evaluation (in order to avoid any problem with Snet minority shareholders) and to look for possible buyers. In a first meeting Alarko is ready to collaborate with the Bank in this Altek evaluation.

Once this first evaluation is done, Snet will offer to Alarko the 50% shares. It is expectable that Alarko refuse this first quotation, and Snet will ask the bank to launch the search of possible buyers. 

2. Aligning Alarko

In parallel with the process of selling, Snet will initiate a second way to align Alarko in the interest of exit Snet from Altek. 

In case that Snet is not able to sale the shares, Snet will ask Alarko that Altek size remains stable and no other development is done into Altek perimeter. So Altek won’t be more an expansion vehicle for Alarko. Certainly this limitation perimeter will limit the Alarko’s attractiveness of Altek, and it will incentive Alarko to facilitate the exit of Snet.

The most crucial issue to formalize this freeze of Altek evolution is the future of Klirkarely extension. In a recent letter to Alarko, Snet has formalized that doesn’t want to develop this project. In fact, Altek has launched this project without the needed Board of Directors authorisation. Now, Snet will ask for spin-off this project from Altek with a multiple objective: (i) limit the Altek perimeter as explained before; (ii) Make resources available to distribute dividends; and (iii) don’t facilitate the stay-on situation.

3. Asking for dividends

At same time, once that has been clarified that Altek is not a development vehicle from the point of view of Snet, it is completely licit to ask for dividends distribution. The Altek bylaws permit the dividends distribution in certain conditions, even without the agreement of majority. 

5)  Next steps
The next General Assembly will be held on 19th of March. Before that date Snet has to decide the final tactic about Kirklarely extension Spin-off and dividend distribution. A legal firm is working with Snet to advice for those issues. To avoid any relationship rupture with Alarko, Snet will explain and negotiate all those questions with them.
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