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	Project/Subject
	Participants

	EFR Management Board 
	L.Poyer

R.Hienz



	Place, Date, Time
	

	Paris – 20.07.2009 – 9.30
	

	Date of Minutes
	Additional Recipients

	28 August 2009
	A.Haya

	( Items and content
	

	
Item
	Content
	
	Type
	Resp.
	Date

	1
	 Weekly Activity Report
Postponed

	
	
	
	

	2
	 Feedback KVK
Feed back of RH on last KVK meeting. With special focus in portfolio management implications for EFR.

	
	
	
	

	3
	 Visit Mr Bernotat and Mr Paskert 02.11.09
In place of the proposed political visit (see attachment) the agenda could be completed with a Top manager of French utilities contact (i.e. EdF or Suez GdF). 

The agenda, including this second option, will be proposed to Mr Bernotat Cabinet. 
	
	
	 CR/SM
	

	4
	SNCF Commercial proposition
The sales department of BU France had placed a non-biding offer to SNCF for a total amount of 1.8 TWh for a delivery period 2010-2011. EFR management board, in the 6th June session, granted approval for a bidding offer (prior detailed explanation about the consequences on Snet generation open position to be provided by Snet Asset Manager in a ad-hoc meeting with LPoyer)

SNCF has re-launched it request for 2010 supply at same time that has decided to defer the decision for 2011 supply.

SNCF considers that BU France offer doesn’t fit perfectly with it peak needs, and finally will look for it from an extension of existing EdF supply contract.
In these circumstances, EFR MB approves the withdrawal of 2010 offer to SNCF, and will examine the 2011 later this year.
	
	
	
	

	5
	EH7 & 8 Gas Supply

F.Munoz explains to MB the current status on the analysis for EH7&8 alternatives for gas supply:
· Snet counts with an offer from EFRE covering the commissioning period (1st October 2009 to 31st march 2010). With the possibility to extend for 1 more year the offer.
· A second offer from EET includes:

· STS-Like for the Commissioning period,

· Flexible flat band basis from 1st April 2010 up to 31st March 2013

· Snet is waiting for a STS-Like offer from EET for the whole period.
In this situation it is not possible to take any decision about the STS termination.

The EFR MB considers for Snet as best solution to have a STS like tariff that will permit Snet to learn about CCGTs operation with the minimum risk. This STS –like tariff will be justified whether maintains the same flexibility as original STS with a price reduction.
F.Munoz will ask EET to complete it offer (with the STS Like), to EFRE to extend it offer up to 2013, in order to analyse the alternatives of taking the supply from GdF or from EON group (EFRE or EET).

The E.ON group supply will have to consider:

· The EET carve out implications

· Soregies rights from SNET/Soregies Power Option 

· The share of margins between ERG/EET and EFRE in the different alternatives.

The final objective is to be ready to terminate the STS at 31st of August, in case that it is the best alternative. 

	
	
	
	

	6
	Hedging the Clause of Sauvegarde

With the termination of the EDF-SNET contract and the clause de sauvegarde (cds) in the course of the White-transaction, coal fired generation capacities in France of up to approx. 1,100 MW will become non-hedged.

Therefore BU France proposes to apply the same hedging strategy for the non-hedged capacities, i.e. a basically linear marketing through forward products starting three years before the start of the delivery and ending with the end of the year of delivery. For the delivery years 2010, 2011 and 2012 an accelerated approach has to be taken (see presentation for details). For the front year ancillary services of up to 120 MW will be sold to continue with supply of system services and to cash in expected premiums for these products.

This approach qualifies as consistent with the europe.on-principles as

· a transfer of the capacities to EET under the group-standard TPA remains possible,

· no speculative positions are taken,

· a separate transfer of the EUA-long position deriving from free allocation to EET remains possible and will be performed. 

The proposed model will be terminated latest at the moment, when a TPA with EET is signed and the positions have been transferred to EET.

The approach has been presented to EET (Strategy and Risk Strategy) and Corporate Center (Commodity Risk Controlling) in order to ensure that all relevant aspects are taken into account. The following steps will follow in the decision process:

· Presentation and discussion in Implementation Committee BU France / EET on July 22nd 2009.

· Approval by Risk Committee BU France on July 23rd 2009.

· Presentation in Jour Fixe BU France on July 24th 2009.

· Written approval by Risk Committee E.ON Energie AG following approval by Risk Committee BU France.

Start of the execution of the hedge latest with the closing of the White-transaction.
The Board of BU France approves the proposed hedging strategy, i.e. that

· Latest after the closing of the White-deal BU France will start the hedging of the capacitites bound by the clause to sauvegarde so far. This will be done following a linear approach by selling power forwards and sourcing combustibles and CO2-certificates at the same time (clean dark spread-hedging). 

· BU France will sell the long EUA-position to EET. All other power, CO2 and combustible positions are steered through the hedging approach as mentioned above, i.e. on a clean dark spread basis.
· BU France will market up to 120 MW of coal as ancillary services out of the cds-capacities. Those operations will be limited to the current front year in order not to harm a possible transfer of capacities to EET in a mid-term perspective.

The positions will be monitored by the Profit-at-Risk-tool already used for the existing portfolio. Additional commodity risk-related limits will be requested in the course of the regular limit process in the MTP 2010-12 from Corporate Center.

	
	
	
	

	7
	Amendment of Credit facility

As the 100%-shareholder of E.ON Énergies Renouvelables S.A.S. (EER) E.ON France S.A.S. (EFR) is responsible for the equity financing and – following the E.ON-guidance of a group-wide debt financing – also for the debt financing of EER. The debt financing of EER is currently performed by a credit line within a cash pooling-scheme set up with EFR.

The corresponding credit line was extended by 10 M€ to 15 M€ with effect of July 13th 2009. In this context the following principles were applied:

- 
Following the virtual concept, the managerial control of the activities of EER lies with Market Unit E.ON Climate & Renewables (EC&R); however the financing has to follow  legal structures.

-
Any decisions on changes in the financing of EER have to convey with the legal requirements of BU France and EFR, thus approvals by the Board of Management of BU France/EFR and the Supervisory Board of EFR might be necessary.

- 
T
he decisions on financing of EER have to be taken independently from the investment decisions which might also be subject of an approval by the Board of Management or the Supervisory Board of BU France. This is necessary as the non-endurable link between assets and liabilities on EER´s balance sheet can be established and the financing might also be necessary for expenditures that do not need any approval by EFR’s bodies. 

- 
Changes in the credit lines should be conducted in considerable amounts in order to limit the administrative efforts, e.g. any extension of a credit line should take into account the financing needs also of the next three months.

With the increase of the credit line to 15 M€ the debt-equity-ratio of EER will rise to approx. 150:1, with the statutory capital of 100.000 € taken into account. The balance sheet equity is currently even negative (-1.2 M€) due to accumulated losses deriving from setting up the business. This situation is acceptable as

· from a tax point of view no thin-capitalisation-ruling is applicable as EER and EFR are joint in the same tax grouping and no cross-border-financing applies between the entities,

· the book value of EFR´s participation in EER has been proved to PWC in the  course of the annual account´s audit by the future earnings expectations deriving from approved investment projects (e.g. Caulières) and

· it has been agreed between EFR and EER that the debt-equity-ratio will be adjusted to 75:25 in September of each year or in case of important financing needs in order to limit the administrative efforts.
The Board of BU France S.A.S. takes notice about the setup for financing activities of E.ON Énergies Renouvelables S.A.S., especially that decisions on credit facilities and equity financing will be taken independently from any decisions about investment proposals of E.ON Énergies Renouvelables S.A.S. 


	
	
	
	

	8
	Thermal Projects Portfolio management

During the session, it is analysed the current status of the thermal projects of Snet. EFR MB proposes to modify the current approach to these projects to a wide one with a portfolio management point of view.

In consequence it is asked to Corporate Development:

· To develop a new strategy for the existing projects to decide whether to continue; to freeze; to stop or to sell them

· To develop the new partnership concept to apply to thermal projects, when the strategy pass through the investment.

· To establish the necessary contacts in CC, EEA and global Fleet Management  to transmit the EFR point of view in the discussion about investment prioritization.

It is asked to Snet Asset Manager:

· To update the Hornaing business case considering the new inputs as gas supply (considering interruption bonus); ancillary services; investments; etc
· To follow French offer/demand equilibrium analysis and the competitors projects position  to influence in LTM construction in order to assure it best adaptation to French reality
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