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	Place, Date, Time
	

	Paris, EDF office avenue de wagram, 25th May 2009, 10:00 – 12:00
	

	Date of Minutes
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	25th May 2009
	Mr Boulanger (EEA)

Mr Fischer (EEA)

Mr Haya (EFR)
Mr Hienz (EFR)
Mr Maßmann (EEA)
Dr. Neubronner (EEA)
Mr Rümmler (CC)

	( Items and content
	

	Item
	Content
	
	Type
	Resp.
	Date

	1
	Presentation of participants
EDF participants and roles:

· Dr.-Ing. Gérard Wolf (Senior Executive Vice President – Negotiation Lead)

· Mathieu Aury (Deputy General Counsel Legal Division – Role in negotiations: legal)

· Antoine Badinier (Head of strategy & synergies department International and Gas Branch – Role in negotiations: Cross-over topics, governance)

· Julie Carles (Finance Manager Corporate Finance in M&A/ Structured Finance – Role in negotiations: Coordination support) 

· Joseph Dupuy (Manager Nuclear Generation – Role in negotiations: Technical and Project Management aspects)

· Yves Giraud (Head of Economics and Industrial Strategy in Generation Division – Role in negotiations: Economics and cost estimates)

· Frédéric Mayoux (Head of structured marketing & pricing in Optimisation and trading – role in project: Energy Management aspects)
	
	  


	
	

	2
	Introduction Dr. Wolf
· EDF took the strategic decision to focus on EPR technology for the next years due to synergy and resource reasons

· The EPR project in Flamanville is EDF’s reference project for an rollout on an international scale (in total 10-12 EPRs by 2020 planned):
· Flamanville and Penly
· China: 2 EPRs in Taishan COD in 2013 (first concrete planned in August 2009) and 2015

· UK: 4 EPRs

· USA: 4 EPRs

· EDF doesn’t have the ambition to run all projects by themselves but is open for partnerships

· Critical success factors for the international EPR projects are a) public acceptance and b) security of technology. Therefore, in international projects EDF is looking for strong local partners.

· For Penly the rational for partnership is more in sharing the industrial risk.

· EDF expects that in Europe 4-5 EPR players will remain (EDF, E.ON, GDF-Suez, ENEL and eventually Iberdrola)
	
	
	
	

	3
4
	Introduction E.ON participants

· EFR has four pillars for development: coal, CCGT, renewables and nuclear
· E.ON wants to strengthen the position in France based on industrial commitment

· E.ON has a larger technological variety in nuclear. While having a basic preference for EPR technology, alternatives are considered (e.g. Westinghouse in UK) as E.ON strives for competition on the technology market. 

Current status of planning and preparation of Penly project
· General status partnering:
· Stakes of EDF (50% + 1 share) and GDF-Suez (33% + 1 share) have been fixed. GDF-Suez agreed a joint venture with Total
· EDF will have discussions with E.ON and ENEL about the remaining 16,7%
· 5-6 other energy players expressed their interest for participation but are not considered for Penly.
· Position of partners as perceived by EDF
· GDF-Suez: The interest is more focussed in strengthening its profile as nuclear player for export reasons and less in access to drawing rights.
· ENEL: Announced that their interest is focussed on commercial aspects (i.e. drawing rights) and less in industrial partnership, as this aspect is covered by the Flamanville project and engaged engineering resources (approx. 60 engineers) will be transferred back to Italy. In fact, ENEL would be highly interested to extend their option for 12,5% in drawing rights up to 16,7%.
· E.ON: Interest in industrial partnership perceived as complementary; it is acknowledged by EDF that a share of 4% doesn’t make sense for E.ON.
· Schedule for negotiation phase
· Kick-off meetings with GDF-Suez and ENEL will be held within the next days and negotiations will be led in parallel
· Further bilateral meetings in June
· Before French vacation season (starting with July 14th) joint meeting with all potential partners
· MOU signing in September
· Closing end of 2009
· Rough project schedule
· Project start in 2010
· Building permission expected for 2012
· First concrete late 2012
· COD 2017
	
	
	
	

	5
	Key aspects to be covered during negotiations

The participants agreed that four key aspects need to be addressed during the negotiation phase.

a) Industrial aspects and governance:

· EDF pointed out that in construction and operation only one party can be in the driver seat, which for Penly was decided to be EDF.

· Nevertheless, a good and open partnership can be established (as already proved in joint projects and operations with e.g. ENEL, Electrabel, ENBW)

· E.ON acknowledges the need for clear responsibilities but an adequate impact on decision processes must be ensured for partners based on governance rules (e.g. seat in supervisory board) 

· E.ON is highly interested to second staff to the Penly project but resources in engineering are limited due to parallel project activities in other countries.
b) Finacial aspects: 

· In a potential partnership E.ON strives for full transparency in budget and costs. EDF confirms that this is established practice in the cooperation with ENEL in Flamanville.
· EDF communicated end of 2008 that the expected price for Flamanville increased to the level of 54 €/ MWh. This increase was basically driven by development of exchange rates.

· Prices for the construction of Penly are not known yet as vendor contracts have not yet been negotiated.

· For the location Penly no additional location related costs are expected compared to Flamanville.
· As RFPs for Penly will be launched at the same time as RFPs in UK synergies in procurement are expected.

c) Commercial aspects:

· E.ON confirmed its interest to have a substantial share in equity as well as in drawing right.
· As pointed out above, one issue that has to be resolved during negotiations: ENEL as well as E.ON would like to have access to 16,7% in drawing rights. 
· E.ON expressed its interest for ramp-up of drawing rights even before 2017. EDF reconfirms to be open for discussion.
d) Swap:

· EDF reconfirmed that they are rather interested in swaps. Possible fields of interest are generation capacities or gas contracts.

· E.ON sees currently the following opportunities for swaps:

· CCGT projects in France: 
First feedback: EDF is rather interested to extend market position outside France

· Cooperation in the project KERENA for the development of boiling water technology
Dr. Güldner pointed out that diversification in technology might be as well of interest for EDF (e.g. building a BWR in France)
First feedback: EDF is currently “fully booked” with EPR technology, but Dr. Wolf will take this idea and discuss this with the relevant management

On top of these 4 key aspects a general decision will be required on a strategic level:

· As described above GDF-Suez and Total will set up a consortium with an equity stake of 33,3%.

· From an EDF perspective it might make sense to set-up as well a consortium (EDF – E.ON – ENEL) for representing the three other players and to have more flexibility in the distribution of drawing rights. 


	
	
	
	

	7
	Public debate and local lobbying
Statements from EDF:

· Public debate process will start after European elections in June (in parallel to negotiation phase)

· A meeting is scheduled on July 1st in order to decide if the public debate needs to be held on a national or on a local level (preference EDF).

· Support from the local authorities in the region of Penly (e.g. municipality of Diep, UMP deputes, prefet, sous-prefet, chamber de commerce) is considered as strong by EDF as a very positive impact on local economy is expected. 

· For May 28th a local meeting is scheduled in Penly for first discussions with potential opponents. 

· Within the public debate a potential erection of additional high voltage lines would be considered as more critical than safety risks from nuclear technology. However, according to current planning no additional high voltage lines are considered as necessary.

	
	
	
	

	8
	Rules of conduct during negotiation phase
· E.ON points out that antitrust rules must be respected in the exchange of information (e.g. no exchange of market price expectations)
( For this reason EDF and E.ON agreed to set-up antitrust guidelines for the negotiation phase
· Communication: E.ON pointed out that all discussions and negotiations should be kept confidential. Any external communication should be aligned.
· Confidentiality: EDF handed over a signed NDA. The NDA will be signed within E.ON and send back to EDF by May 29th.

	
	
	
	

	9
	Next steps

· Roles on the side of EDF were agreed as described in 1.
· After the return of the signed NDA E.ON – EDF team members can take direct contact for exchange of information
· EDF considers as most urgent question the set-up of a SPV for the project. EDF offered to deliver governance examples.
· Next meeting E.ON – EDF is scheduled for June 15th 10:00 – 13:00 at the EDF head quarter. Confirmation and agenda will be agreed one week before.
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