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	September 7th 2009

	
	


	Author:
	Philipp Lamboley, Dr. Philipp Ulbrich 

	Alignment:
	Souleymane Soumaoro, Killian Dubost

	Subject:
	Short-term transfer of gas entry capacities / usage rights to EET

	

	Purpose:

	EET has asked BU France for a transfer of usage rights out of EFRE´s portfolio on gas entry capacities from Germany to France at Obergailbach for the period beginning October 1st and ending December 1st 2009 (each 6:00 a.m. CET) amounting to approx. 19,500 MWh/day. Furthermore EET has asked for a transfer of gas entry capacities booked by EFRE amounting up to approx. 28,250 MWh/day plus approx. 8,400 MWh/day of interruptible capacities for the period from December 1st 2009 to December 1st 2010. Both deals show the following characteristics:
· The volumes have been calculated by deducting from the overall capacities booked by EFRE the volumes that are needed for serving the gas sales portfolio of EFRE. This does not imply that these capacities would not have been used by EFRE for other purposes, e.g. cross border arbitrage, leading to the generation of additional margins, or developing sales in line with plans, such as reported to the Ministry of energy last April.

· The price under which the capacities shall be transferred will be the regulated tariff as invoiced by GRTgaz, i.e. at cost, with no element of margin. This price will be adapted to the fair market price if at any time another price is recognized as the fair market price for the capacities / usage rights.

· All risks that are deriving from the transaction are allocated with EET following the principles agreed upon by the E.ON Implementation Committee for France (IC) on August 25th 2009.

The transfer shall be effected before the carve out of all gas optimization activities from EFRE to EET that is currently scheduled for April 1st 2009 and is limited to the transfer of entry capacities thus not already influencing the storage business, apart from curtailing arbitraging activities and further development of sales. The planned carve out will change EFRE`s business model and the expected results from its business activities fundamentally. EFRE and ERG have been provided by a tax ruling that exempted the contribution in kind of the corresponding ERG branch into EFRE in 2008 from any taxation on the revealing of hidden reserves. As this ruling was granted on the condition that EFRE business model would need to remain unchanged for a significant period without material changes, the possible tax impacts of the carve out need to be analyzed carefully before execution. Therefore CC-tax approved after consultation of Sherman & Sterling only transfers of capacities / usage rights that are limited to a short term period and reflect market price conditions.

	

	Decision/Information:

	The Board of E.ON France approves the transfer of usage rights on entry capacities at Obergailbach from EFRE to EET for the period between October 1st and December 1st, 2009 amounting to approx. 19,500 MWh/day. The price is based on the regulated tariff as calculated by GRTgaz and will be adapted to the fair market price if at any time another price is recognized as the fair market price for the capacities / usage rights. The Board of E.ON France does not approve the transfer of capacities or usage rights that will affect a period that is significantly exceeding the short term time frame and recommends that such transfers should be limited until the planned date for the carve out of gas optimization activities to EET.
In view of the wide mismatch in duration between the three-year supply obligation of EET towards SNET for Emile Huchet and the capacities that can be transferred, the Board of E.ON France reiterates the proposal made in early August for the provision of a matching three-year transportation and storage services agreement by EFRE, instead of a transfer of capacity. Such service agreement can be entered into at any time, and terminated at any time as well, if and when needed.
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