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	Activity report Q1. 

LP outlines the main regulatory events that occurred during Q1: Champsaur Committee deliberations and free CO2 allocation reduction for electricity producers.
· EFR is achieving an analysis on the opportunities and risks from Champsaur conclusions on sales and generation. The creation of a regulated business case for sales has to be analyzed. In generation side, one has to consider the possible impact in wholesale market where a development on peak load exchanges may be expected while base load exchanges decrease. 

· The BU France preliminary complaint to the State Council on 26th April has opened the debate with the European Commission about the legacy of the cut in free allocation of EUA2 quotas. EFR has noticed that EdF's lobbying is being very active in Brussels against this French government’s measure

SB members have deeply discussed TarTam compensation mechanism. Despite the high volatility of the compensation due to the variability on Snet production, a positive effect is expected, which will be included in next Forecast 2.

Q1 gross margin results are in line with budget, despite the important production narrowing (from a budget of 3.5 TWh to a real production of 2.5 TWh). Ebit has increased from 39 Mio. € budgeted to 77 Mio. € impacted for PPA push down model.
SB members asked about the consequences of such a little production on coal stocks and about results in general. EFR Board Members explained that according to the EdF contract whole volume risk is assumed by Snet. Hence, despite Snet hedging policy, this increase of stocks will have a negative impact on EFR results, which will be shown in Forecast 2.
Power retail sales have been strongly impacted by the crisis while gas retail sales have fit with the budget (because of the typology of EFRE gas clients). Mrs Rapp asks for additional information on the periodic effects. RH will detail by e-mail. 
Note after the meeting (from Dr Ulbrich’s explanation): 

The periodic effect included in the overall gross margin-deviation of -0.8 M€ amounts to -1.3 M€ allocated in purchase costs. To be more precise two different reasons for the cost increase have to be distinguished:

· -0.8 M€ due to third party gas purchases (higher costs than estimated in fast closing). 

· -0.5 M€ due to retroactive charges invoiced by ERG for modulation of gas-transactions in 2008.     

Periodic purchase costs are mainly paralleling with the sales revenues with a net margin effect of +0.5 Mio. €.

LP reports the accident of last May in EH CCGT where an employee of a Siemens subcontractor was injured. EFR has kept contact with Siemens in order to strengthen safety measures in the erection site.
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	EFR 2008 – Accounts Check

The approved accounts of E.ON France, E.ON Énergie, EER and SNET are presented to the SB for control. The SB has no reservation about the accounts presented.
The approved accounts will be sent to EEA and ERG financial departments
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	MTP presentation & Delta project

The Supervisory Board takes note of the budget for 2009-2011 budget which is presented. Bases are the figures of the MTP-presentation to the E.ON Energie AG board in September 2008.

Also considered are the impact of the Delta project in 2009.

Project "Delta" is based on a letter from E.ON Energie AG received in the end of February asking for (1) a reduction of investments to the level of 256 Mio. EUR and (2) cash-effective cost savings of 7.3 Mio. EUR, both applicable for the year 2009. In Forecast 1 BU France confirmed the cash savings, backed by a detailed planning. Regarding cost reduction a stretch of approx. 2.8 Mio. EUR remained. The MB of BU France will confirm the savings in Forecast 2 and reduce the stretch significantly. 

In addition RH presented a post-integration project analysing synergies in the E.ON Group after the acquisition of the French activities of Endesa. This Project "Synergies" was set up by BU France with E.ON Energie in the beginning of May aiming at the identification and documentation of synergies and dyssynergies deriving from the integration of SNET.
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	Industrial plan

The decommissioning programme for GIC sites was presented to the Comité Central d’Entreprise of SNET (“CCE” – the group works council of SNET) on March 25th 2009. This discussion was accompanied by a communication plan targeting French press and stakeholders. Immediate reactions from the press and trade unions were moderate. In the beginning of April workers blocked the Gardanne site during one day 

Social consequences and solutions of this Plan are discussed within the legal frame of GPEC (Gestion Prévisionnelle des Emplois et des Compétences). Snet will announce palliative measures such as: retirement programmes according to age pyramid; staff mobility; or voluntary leavers.

In a first step a frame agreement will be negotiated in order to define methodology, tools and guidelines. This frame agreement will be completed by appendices with concrete measures. Negotiations are planned to be finalized by December 2009.

Snet has launched GPEC discussions and received a first positive feedback from trades unions. The agreement on GPEC measures before the end of the year (at least the official presentation in Work Council) would permit EFR to provide with a first provision this current year. 
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	SNET Claim against polish treasury

On 16th February EFR Management Board decided to pay 30.5 Mio.€ in order to stop ruling interests. On 30th March it further decided not to appeal against the Arbitrate decision, 
According to our Polish legal advisors chances to win an appeal in front of an ordinary Polish Court are small; besides there is no real possibility to challenge such a decision in front of a European court. Therefore EFR has stopped legal procedures in Poland.

SB recommends to follow the French diplomatic way as the only feasible one (even considering that to win against Polish Treasury is unlikely)
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	Approvals

6.1.   Investment on ECB Accumulator

E.ON France Supervisory Board grants APPROVAL for the investment in EC Bialystok Accumulator on the terms described below:

The investment is evaluated on 21,3 MPLN (4,8 Mio. €). It will be subsidised with 6.375 MPLN subjected to the obligation of providing a planning for the effective investment. The estimated IRR reach 18.5%. The investment will be entirely covered by ECB treasury.

6.2.   Conilhac Acquisition

Following the approval on June 5 2009 from ECR Investment Committee, E.ON France Supervisory Board grants APPROVAL for the acquisition by E.ON Énergies Renouvelables SAS (EER) of 100% shares of Société Conhilac Energies S.A.S. and it subsidiaries Valdom II, GBL Energies and New Energy Partners at a price of 3 Mio€ upfront plus an earn-out amounting up to 22 Mio. € (capped).
Supervisory Board of E.ON France grants APPROVAL for the increase of the existing credit facility between E.ON France and EER up to 3 Mio€.

SB of EFR asks EC&R controlled subsidiaries to improve the coordination and transparency with EFR in order to assure legal procedures of decision taking and best success in French activities
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	Any other business

7.1.   Coal supply contract 

SB supports the decision of EFR not to extend the EdF Trading supply contract and to enter in bilateral exclusive negotiation with EET. SB is concerned about the difficulties of taking back the logistic tools and asks EFR to assure this transfer.
7.2.   PPA Process 

RH presents the PPA process including the foreseen Push Down-Accounting of the purchase price to the BU France level.  The principles of IFRS-accounting request the PPA to be terminated by end of June  2009, i.e. one year after the acquisition. EFR MB reminds about the importance of the PPA for EFR´s and the group´s future results. 

Even more important is the intended acquistion of 65% interest in SNET by EFR as this will be performed by a cross border-transaction with E.ON Europa, Madrid. All possible local risks deriving from French corporate, tax and accounting law should be avoided. (Comment: In order to guarantee a smooth process EFR will therefore request legal consultancy regarding this transaction.)

The EFR SB asks officially to include an EFR representation in the PPA task force in order to assure the process from EFR point of view.
7.3.   65% Snet acquisition (Only verbal)

See point 7.3

7.4.   Update on Altek Disposal

In agreement with EEA-A the Altek disposal has been postponed to November, waiting for the result of Alarko partnership looking for process.   


7.5.   LT Gas supply contract (option)

RH explains the last 6 month negotiations on Gas business between EFR, ERG, EET, EEA and CC.

EFR is obligated to express the concerns about the current stand-by on the discussions. After a complex alignment with EET and ERG on the LT contract, the final agreement has been frozen by CC.

EFR SB declares that in case of no solution on LT contract, the decision will escalate.
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	General Assembly convocation

A general assembly for formal accounting approval will be called at the end of the month.




