ALTEK

How to manage the Altek issue

Two starting points

a) Alarko/Altek: the signature of some contracts ( EPC, gas turbines and financing) without the prior board approval of the investment is a clear breaching of the shareholders agreement. They are now in an uncomfortable position (risk to be assigned to court).

b) According to the first Eon analysis, the Kirklareli extension project is not profitable. Snet has another view on the project but is ready to join any Eon strategic position.

Three strategies to close the issue

a) Consensus: the Altek board approves the Kirklareli extension.

i. End of the crisis

ii. Partnership reconstruction with Alarko

iii. Snet weak position in front of Alarko. No guarantee that the same problem will not happen again.

iv. Addition of a new asset, which could damage the Altek result if Eon projections are right.

b) Intermediate: Altek board approves the Kirklareli extension and it is immediately transferred to another Alarko subsidiary. That need the agreement of Alarko.

i. End of the crisis

ii. The extension of Kirklareli is allocated out of Altek to avoid an undesirable investment.

iii. The partnership is definitively broken.

c) Partnership Break: The board of Altek does not approve the Kirklareli extension and Snet starts legal actions against the signature of the contracts. Taking advantage of the weak situation of Alarko, Snet enforces the selling of its Altek 50%.

i. End of a non strategic partnership

ii. Risk to damage the position of Eon in Turkey

Conclusion

As demonstrated since some years ago the partnership with Alarko is difficult to maintain from a strategic point of view. 

The present case of Kirklareli extension project is the most serious one but not the first. 

The theoretical balanced position in the board together with a completely different business understanding of the parties make not viable the Altek development platform.

On the other hand the contempt by Altek/Alarko for the board rules get them into a difficult situation from a legal point of view.

On that basis, the best option would be to go to a partnership break ( except other Eon interests). Is probably now the best moment to do it.

Snet would like to discuss this issue urgently.

