Update disposal ALTEK








1) Background 
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.

2) Recent Events
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. 
Turkey not being a strategic market for E.ON, Snet does not intend to further invest in JV projects within ALTEK. Alarko however, is further focussing on its energy business. Therefore, in February 2009 Alarko mandated Raiffeisen Investment to find a new strategic partner for its energy activities outside of ALTEK, i.e. new generation projects and Meram Disco privatisation. According to our information, this process shall be finished by end of summer 2009. To our opinion, including ALTEK in this package could result in “cross subsidizing” the value of the new generation projects and/or Meram Disco respectively, to the detriment of attributable value to ALTEK. Therefore this option shall not be further considered.
In coordination with EEA, 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.

3)  Options Assessment / Valuation
The financial market conditions currently are not very favourable for the sale of assets. Therefore it should be taken into account that the ALTEK sales process could take some time, in order to be able to obtain a fair value. In order to realise the exit decision regarding the Turkish market, we have the following options:
· Wait for the result of Raiffeisen Investment search for new strategic partner for Alarko and approach this company ourselves re. their interest in buying 50% of ALTEK.
· If there cannot be reached an agreement with the new strategic partner of Alarko, start an independent sales process of our 50% stake in ALTEK in autumn 2009. 
We propose to appoint a Bank with the double purpose of providing an independent evaluation and to look for possible buyers. Alarko has signalled its willingness to collaborate with the Bank in this ALTEK evaluation. Snet has received two offers from Investment Banks and proposes to mandate Turkish Garanti Bank, with good references in the Turkish energy market and reasonable fees (25,000 € for valuation plus 1.75% success fee on transaction value, exclusive mandate for 12 months).

A preliminary own valuation of the 50% Snet share in ALTEK resulted in a value range of 12 to 55 mn €, while the book value amounts to 32 mn €. 

4)  Process Schedule

We suggest the following procedure for the sale of 50% stake in Altek:
1. Approach new strategic partner of Alarko regarding their interest in buying 50% of Altek from Snet.
2. If this option fails, a Bank shall be mandated in autumn 2009 for execution of valuation and sales process.

