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Introduction 

On May11, 2018, China Three Gorges (CTG), a Chinese state-owned company, launched a 

Public Takeover Offer (PTO) over Energias de Portugal (EDP), an electricity and gas utility 

based in Lisbon. EDP’s portfolio included retail, distribution networks and conventional 

generation operations in Iberia and Brazil (through its subsidiary EDP Brazil, based in São 

Paulo) and a presence in fifteen countries with renewable generation assets (through its 

subsidiary EDP Renewables, based in Madrid). CTG was already the largest shareholder, with 

23% of EDP’s equity, and was now setting as a successful outcome of the PTO a controlling 

majority position (50% + 1). 

The PTO had a price of € 3.26 per share, a 4.8% premium over the previous closing price, and 

valued the company at b€ 11.9. On May 15, 2019, EDP communicated to the market regulator 

(CMVM) it had initiated the internal procedures to comply with the obligations it was legally 

bound to. In the same note, EDP’s Executive Board of Directors took the opportunity to 

announce it considered “that the price offered (did) not adequately reflect the value of EDP 

and that the implied offer premium (was) low considering what (was) customary for European 

utilities where the offeror has acquired control.”1 

The process of the PTO was long and included all kinds of news: shareholders exiting and 

entering EDP’s equity, including one shareholder activist, a change in CTG’s management, 

uncertainty about regulatory barriers, regulatory fines in Portugal, alternative strategic plans 

for EDP, among many other. Surrounded by all this buzz, the common shareholder might have 

felt confused and certainly powerless in deciding what would be best for EDP. 

However, on April 24, 2019, almost one year after the PTO was launched, a General 

Shareholder Assembly took place. In this meeting’s agenda there was an item to be voted that 

could at first be seen as a technicality, but had in fact the power to put an end or to push the 

PTO process forward. This item, a decision about lifting the voting rights limit of 25% that was 

in place at EDP, was crucial, since CTG had made its approval a pre-condition for the PTO’s 

success, but shareholders were likely to be divided about it. If it was not approved by the 

General Assembly, the PTO would immediately fall, but otherwise it would solve one major 

statutory barrier for the PTO to proceed. For the first time, all shareholders with voting rights 

had the fate of the PTO in their hands. 
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EDP – from the old days to the present 

EDP was formed in 1976, resulting from the merger of fourteen electricity companies that 

had been nationalized the previous year. It remained a fully state-owned company until 1997, 

when in June, through a public offering and a direct sale, the Portuguese State sold 30% of 

the company to 770 thousand national and foreign new shareholders. This was the first of 

eight privatization phases that led the Portuguese State to first loose its controlling position 

in EDP and later completely sell its stake in the company. This occurred in the last privatization 

phase, in 2011, when the Portuguese State chose China Three Gorges over Electrobras 

(Brazil), Cemig (Brazil) and E.ON (Germany) for the direct sale of its remaining shares, 

representing 21.35% of EDP’s equity, in exchange of b€ 2.69 and the creation of credit lines 

for EDP’s growth2. 

The period during which EDP went from state to privately-owned was also a time for the 

group’s international expansion. It entered the Brazilian market in 1996, through minority 

stakes in local companies, and in 1998 and 1999 it acquired the control of two main state 

utilities: Bandeirante and Escelsa3. In 2005 EDP performed EDP Bazil’s IPO in the Novo 

Mercado of the Bovespa (São Paulo, Brazil), keeping a 66% stake4. 

Spain was the second country to which EDP expanded, in 2004, when it acquired 56.2% of 

Hidrocantabrico’s equity, the power and gas utility in the region of Asturias, which also owned 

the gas utility in the Basque Country2. EDP was already the main power utility in Portugal, and 

through this operation it became one of the top four in Spain, an important step considering 

the about to be created Iberian power market (MIBEL). 

But the main driver of international growth was the renewables business. In 2007, EDP 

acquired Horizon Energy, a USA renewable generation company, therefore becoming a top 

world market player2. In 2008, EDP performed the IPO EDP Renewables in Euronext Lisbon, 

keeping a 75% stake. Since then, EDP’s results were presented for 3 main business areas: 

Iberia, Brazil and Renewables5. 

The growth in these three areas was remarkable. In Portugal, EDP had, in 2001, an installed 

generation capacity of 7,184 MW, M€ 4,596 in revenues and an EBITDA of M€ 7116. In 2018, 

in its Iberian activities (excluding renewables), EDP had an installed capacity of 10,007 MW, 

M€ 13,177 in revenues and an EBITDA of M€ 1,387 (Exhibit 1). In 2007, EDP Brazil had an 



 

 

3 

installed capacity of 1,043 MW, which grew to 2,859 MW in 2018, including hydro, coal and 

renewable power plants. In this period, its revenues went from MR$ 4,528 to MR$ 12,847 

and its EBITDA from MR$ 1,123 to MR$ 2,7867. In 2008, EDP Renewables had an installed 

capacity of 4,400 MW (of which 1,923 MW in the USA and 1,692 MW in Spain – Exhibit 2), M€ 

581 in revenues and an EBITDA of M€ 438. In 2018, EDP Renewables had grown its installed 

capacity to 11,672 MW (of which 5,332 in the USA and 2,312 MW in Spain), M€ 1,697 in 

revenues and an EBITDA of M€ 1,3008. 

EDP Renewables had a differentiating self-funding model, called asset rotation. The company 

regularly sold minority stakes (49%) of mature projects, preferably already operating, thus 

with high visibility over future cash flows and therefore significantly de-risked. Under this 

strategy, EDP Renewables claimed it crystalized the value of future cash flows to reinvest its 

proceeds in accretive projects with superior returns. In 2018, EDP Renewables initiated its sell 

down strategy, by selling majority stakes in projects already in operation or in a late stage of 

development. This strategy added to the asset rotation the visibility of value creation, since it 

required capital gains to be booked in the income statement9. One of the buyers of the 

minority stakes in the context of the asset rotation was CTG, as a result of the strategic 

partnership established with EDP in its last privatization phase in 201110. 

EDP’s Iberian business was impacted by two important transformations in the power sector 

during the decade of 2000. Until its beginning, this sector was 100% vertically integrated, i.e., 

in each region the same company managed all four main activities – generation, transmission 

(super high voltage networks), distribution (high, medium and low voltage networks) and 

retail, – but the ECi Directive 96/92/CE forced companies to unbundle. Competition was 

introduced in generation (different companies had to compete to sell energy in a wholesale 

marketii) and in retail (the end consumer would be able to choose among different energy 

suppliers). The businesses of managing transmission and distribution networks, ensured 

respectively by the transmission system operators (TSO) and the distribution system 

operators (DSO), were natural monopolies, thus there would be only one regulated company 

 

i European Commission 

ii Portugal and Spain formed a single Iberian market, MIBEL 
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per network. The TSO was simultaneously the market operator, which was responsible for the 

technical feasibility of the system, thus having the power to add and exclude generating units 

from the market to ensure it. Therefore, market agents and the market operator could not be 

controlled by the same shareholder, although it was not clear if there would be a problem if 

this was the case for the ultimate beneficial owner (i.e., if the market operator and a market 

agent were controlled by different companies, but who in turn were controlled by the same 

company - the ultimate beneficial owner). EDP Group's regulated networks, which were 

important business areas in Iberia, included the DSO company in Portugal and later in the 

regions of Spain in which Hidrocantabrico was the DSO. However, as part of the unbundling 

requirements from the EC, EDP had to sell REN, the Portuguese TSO, in 2000. 

The obligation to create a market for generation led to the other important change in the 

power market in Portugal: until 2004, generation units had a PPAiii with the TSO, which 

assumed the role of the single buyer of the power system. However, in order to create a 

market, these units would have to make offers in a wholesale market environment. The 

Government mediated the celebration of the CMECiv contracts, a regulated instrument under 

which units with the old PPA could operate in the market and then be compensated from (or 

compensate) the power system if their revenues from the market turned out to be lower (or 

higher) than what had been previously agreed in the PPA. Therefore, the Iberian market had 

units that were merchant, i.e., exposed to market risk, and units under the CMEC regime, 

which were considered regulated. 

The Context of the PTO 

EDP’s PTO came in a context of transformation of the European power sector, as several deals 

in the beginning of 2018 pointed out: CounterGlobal, a UK energy company, acquired five 

solar plants from Acciona, an energy developer in Spain; Total acquired a controlling stake in 

Direct Energie, an energy retailer in France and Belgium; Sembcorp Idustries, an integrated 

energy group, agreed to buy UK Power Reserve, Britain’s largest flexible power generator; 

 

iii Power Purchase Agreement 

iv Custos de Manutenção do Equilíbrio Contratual – Costs to Maintain Contractual Equilibrium 
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Enel sold its biomass business in Italy to an infrastructure fund; among several other11. This 

transformation could also be found in the reorganization of some companies: German utilities 

E.ON and RWE decided to swap assets, with E.ON focusing on retail and distribution networks 

and RWE on renewable generation11; Gas Natural, one of the top four utilities in Spain, 

restructured its business in order to have a global unit of power and gas (generation, retail 

and trading of electricity and gas) and three regional units dedicated to infrastructures 

(distribution and transmission power and gas networks)12. 

EDP was clearly a potential target in this wave of mergers and acquisitions. It was the largest 

utility in Portugal and one of the top four in Spain, EDP Brazil was one of the largest utilities 

in Brazil, present in twelve states, and EDP Renewables was one of the biggest renewable 

producers in the world and the main responsible for the group’s growth. However, at a 

European scale, EDP was a mid-sized company that could interest to giant utilities, and in 

2017 and 2018 there had reportedly been approaches from Gas Natural (Spain), Engie 

(France) and Enel (Italy)13. However, instead of taking the opportunity to alienate its stake 

and monetize capital gains, CTG was reportedly more interested in increasing its stake at EDP. 

Furthermore, CTG viewed Portugal as a potential worldwide growth platform – to Europe and 

to North, Central and South America14. This may have been a motivation for CTG to launch 

the PTO, in order to eliminate competition for the control of EDP before it appeared. 

One other sign EDP could serve as base for the expansion of Chinese investment worldwide 

was related to another shareholder: CNIC. Like CTG, CNIC’s ultimate beneficial owner was the 

Chinese State, and in the end of 2017 it increased its stake in EDP by 1.96% to 4.98%13. This 

might have also been a strong driver for the launch of the PTO: under Portuguese law, if one 

shareholder acquires more than one third of another public company’s equity, it might be 

bound by the market regulator (CMVM) to launch a takeover offer for 100% of all outstanding 

equity. The Chinese State, which through CTG and CNIC controlled 28% of EDP’s capital, was 

getting close to that threshold. 

Controlling EDP would also be a way for CTG to freely implement its strategy. The second 

largest shareholder, Capital Group, had a stake of 12% in EDP on March 31, 2018 (Exhibit 3), 

right before the PTO launch, but it had gotten to a 17% stake in 201515. CTG might have 

naturally considered the risk of losing its reference shareholder position, which would lead to 

barriers to its intentions in General Assembly’s votings. 
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Regarding its plans for EDP in case the PTO was successful, CTG presented some strategic 

guidelines in its initial communication to the market: (i) it would keep investing in EDP, which 

would serve as base for CTG’s growth in Europe, Americas and Portuguese speaking countries, 

(ii) the headquarters would remain in Portugal and (iii) the dividend policy would be kept 

stable and not below what Management had previously announced in the company’s last 

business plan16. However, this document lacked a complete business plan with CTG’s 

projections of EDP’s growth (in which business areas, by how much, etc.). It also came to 

public knowledge that CTG intended to keep EDP a listed company17. 

EDP responded to the PTO a few days later, saying in a market notification the price was low 

and did not consider an adequate control premium1. This preliminary opinion was further 

developed in June, on a detailed management report, which supported this conclusion on a 

benchmark for multiples of recent transactions in the power industry18. This report was 

unanimously approved by the General and Supervisory Board (Exhibit 4), an EDP governing 

body in which some of the major shareholders were represented, including CTG. 

Change of Hands – the PTO’s visible impact 

After the PTO announcement on May 11, 2018, there was some movement among EDP’s 

shareholders. Some minority shareholders such as NorgesBank acquired or raised their stake 

in EDP’s capital, and others sold or decreased their positions. There were two main highlights 

among these movements. 

The first goes to Capital Group, the second largest shareholder when the PTO was launched. 

Capital Group was an investment management company known as a long-term investor 

interested in a strong and stable dividend policy19. Although CTG assured it wouldn’t lower 

the dividend at the time of the PTO of € 0.19 per share16, it was known CTG was interested 

on global expansion, which could jeopardize the dividend policy in the medium term. 

Additionally, if the PTO was successful, the decision process at the shareholder level would 

no longer be a negotiation between the largest shareholders, but rather CTG would be the 

controlling shareholder, and thus have the power to decide alone. This might have triggered 

Capital Group’s decision: it first decreased its position in EDP to 9.97% in May and then sold 

what was left in October10. 



 

 

7 

The second highlight came later and goes to Paul Elliot Singer. On October 16, 2018, through 

two of its controlled entities (Elliot International, L.P. and Elliot Associates, L.P.), he acquired 

2.3% of EDP’s capital. Paul Elliot Singer was a famous shareholder activist, once considered 

by Fortune as the most successful manager in the world, also known as one of the most feared 

investors. In 42 years of activity, he had only had a negative return twice20. His strategy was 

to enter the capital of companies with difficulties and change things dramatically, pushing for 

restructurings, making strong cases to replace management, selling assets, and finding other 

options to quickly lift the company’s share price to then realize capital gains. He also usually 

bet on the fall of countries and companies. Elliot got famous for having legally seized one of 

Argentina’s naval instruction sailing tall ship, the ARA Libertad, while docked in Ghana, to 

force the country to pay a 2001 bond it owed in full21. When he entered EDP, it was not clear 

what his claim would be, but it was certain he was not there just to be a passive spectator. 

Regulation and other types of barriers 

CTG’s control over EDP required a favorable opinion from international and national market 

and competition regulators. At an international level, the European Commission’s DGcompv 

would have to declare the transaction compatible with the European Merger Control 

Regulation. At a national level, a list of fifteen authorizations from national regulators and 

authorities in countries where EDP was present was identified by CTG, including a 

confirmation from the Portuguese Government it would not oppose the transaction. In this 

list, CTG identified mostly market and competition entities, having detailed energy sector 

entities in four countries: USA, Brazil, Canada and Poland. 

The first favorable opinion came almost immediately: on the day the PTO was launched, 

Portugal’s Prime Minister António Costa said the Government had “no reservations” about 

the PTO22. Later, in September 2018, the Brazilian regulator (CADE) accepted CTG’s bid 

“without any restrictions”23. In November 2018, it was further clarified that CTG didn’t need 

to launch a PTO over the minority shareholders of EDP Brazil (EDP controlled 51% of its 

Brazilian subsidiary)24. But these were the only good regulatory news for CTG in this process. 

 

v Directorate-General for Competition 
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Despite not expecting resistance in Europe – the European Commission President Jean-Claude 

Juncker said on August 22, 2018, the Commission had “little instruments to intervene”25, – 

the Committee on Foreign Investment in the United States (CFIUS) was credited at the time a 

rigorous scrutiny over any large Chinese investment such as this one, possibly due to the 

ongoing trade war between China and the USA, and news reported it would not approve the 

deal26. This view was indirectly confirmed by the US Ambassador in Portugal, who said to be 

“totally against the deal”27. However, this was probably not a full road block for the PTO. CTG 

had almost certainly anticipated this before it launched the takeover, and news reported it 

was already seeking buyers for EDPR’s business in the US among European utilities28. 

Therefore, although it was still not clear how to overcome this regulatory barrier, it seemed 

unlikely that it alone would prevent the PTO from happening. 

But then Portugal presented some unexpected regulatory issues, related to the unbundling 

obligation.  CTG was a Chinese state-owned company, as well as State Grid, which owned 25% 

of the Transmission System Operator (TSO) REN in Portugal. Apart from the competition 

approvals, which CTG pointed as mandatory in its PTO filling, the question remained on 

whether the Portuguese energy sector regulator ERSEvi would be favorable to the PTO, since 

it would result in the ultimate beneficial owner (the Chinese State) having a majority stake in 

the largest market player (EDP) and a relevant stake in the TSO (REN). This could be seen as a 

violation of the unbundling required by a European Directivevii. Not long after EDP’s PTO was 

launched, there were news pointing to an unfavorable opinion from ERSE on this matter. 

Datang, also a Chinese state-owned company, had an ongoing process to acquire Generg, a 

Portuguese company with renewable assets (hydro, wind and solar). ERSE consulted 

interested parties on its preliminary opinion on June 5, 2018, which stated the deal “was not 

in accordance” with the unbundling rules, and that it would create a “potential conflict of 

interests” between Datang and State Grid. Therefore, it would “not be compatible with the 

terms of certification” of REN as a TSO29.  

 

vi Entidade Reguladora dos Serviços Energéticos 

vii EC Directive 96/92/CE 



 

 

9 

ERSE issuing this opinion about the acquisition of Generg, a company with only 487.6 MW of 

installed capacity30, could represent a significant setback for the PTO over EDP, a much larger 

market player. CTG had not included in its PTO initial filing that having a favorable opinion 

from ERSE was formally a pre-condition for the PTO’s success – only a non-opposition from 

the Portuguese Government, which had been given the day the PTO was launched. However, 

this could make things even more difficult: CTG would not be able to withdraw the offer using 

ERSE’s opinion as an argument. The PTO could formally move forward even with an 

unfavorable opinion from ERSE, but for REN to keep its license as a TSO, State Grid would 

have to sell its stake in REN. In other words, for CTG to avoid a voluntary withdrawal of the 

PTO, it was dependent on the will of State Grid and the Chinese State. 

In September 2018 there was a change in management at CTG: Ya Yang (CTG’s CFO) and Lu 

Chun (CTG’s chairman, which in the Chinese governance model is equivalent to the CEO) were 

removed from their roles, and Lei Mingshan, a vice-minister, was appointed by the Chinese 

government to replace Lu Chung. News at the time reported this was seen as the Chinese 

Government wanting to have a greater control over the PTO process, and this change came 

in line with a prioritization of the investments made by State Grid, a company that was big 

even for Chinese standards – State Grid was ranked 2nd in the Global Fortune 500 list of 2018, 

with b$ 387 in revenues; CTG reported b€ 11.5 in revenues the same year31. 

On December 4 and 5, 2018, China’s President Xi Jiping visited Portugal and 17 bilateral deals 

were signed between public and private entities. Two of them involved EDP, CTG, REN and 

State Grid. EDP and CTG signed a deal to “define the cooperation at the social responsibility 

level, namely on culture, sustainable development, innovation and R&D”. REN and State Grid 

signed a deal to reinforce the strategy currently in place32. 

In addition to the regulatory uncertainty related to the PTO, during this process EDP had to 

deal with regulatory pressure in Portugal related to the CMEC contracts. ERSE had presented 

a study back in September 2017 stating that EDP’s power plants under the CMEC mechanism 

had been overcompensated by M€ 510 from 2007 to 201733. This study, however, had no 

practical effect on EDP, since it was only based on the regulator’s opinion under its own 

assumptions, but in August 2018 the Portuguese Government, through its Secretary of 

Energy, announced it would demand from EDP M€ 285 from the M€ 510 and was considering 

an additional M€ 73. EDP issued a market notification stating this decision lacked “legal, 
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economical and technical foundation” and therefore “EDP’s General and Supervisory Board, 

in which strategic shareholders take part, has unanimously declared today that the adequate 

protection of shareholders’ interests justifies the resort to International Arbitration under 

treaties in force regarding the protection of foreign investment” (Exhibit 5). All this regulatory 

noise had a visible impact on EDP’s share price during the period of the PTO (Exhibit 6).  

Paul Elliot’s proposal – an alternative plan for shareholders 

On February 14, 2019, Paul Elliott Singer’s idea for EDP became clear. As an activist 

shareholder, Elliot launched a websiteviii (Exhibit 7) in which he published a presentation on 

how to unlock EDP’s value. This document argued that CTG’s bid not only represented a 

significant undervaluation of the company, but also was undermining EDP’s growth, since 

there had been little progress in overcoming regulatory barriers so far. It noted that in nine 

months CTG had only received one anti-trust approval, out of fifteen required, and that to 

overcome regulatory barriers in the US and Portugal EDP might have to divest in these 

geographies, which would result in an “unattractive break-up of EDP leaving the company 

weaker”. It also claimed that EDP was lagging its peers, since total shareholder return since 

the PTO was launched was only 2%, compared to a 9% average from them. 

As an alternative, Elliot suggested three operations and estimated the respective proceeds: 

EDP should divest on EDP Brazil (b€ 2.3), Iberian thermal assets (b€ 1.7) and a minority stake 

of 49% in Iberian networks (b€ 3.6). He suggested these proceeds should be used to de-lever 

to net-debt / EBITDA 3x (b€ 2.8), invest in renewables (b€ 3.5) and buyback shares (b€ 1.2). 

With this plan, Elliot claimed the New EDP would present better growth than the Status Quo 

EDP (7% vs. 2% CAGR 2019-22E), shareholder remuneration would grow instead of being kept 

constant (11% vs. 0% CAGR 2019-22E) and by 2022 leverage would be more prudent (2.9x vs. 

3.3x Net Debt / EBITDA). In his view, the New EDP would also have “highest exposure to 

growing markets with primarily EUR and USD revenues”.  

CTG never pronounced itself about this plan. On the same day Elliot made its presentation 

available, EDP issued a press release stating “we appreciate Elliott’s contribution and will 

 

viii www.empower-edp.com  

http://www.empower-edp.com/


 

 

11 

carefully consider their proposals, as we do in the ordinary course for all shareholders”, but 

nevertheless, “[a]s previously announced, EDP will be providing a strategic update to the 

market in connection with the release of the group’s 2018 results on 12th March 2019”. 

The EDP Strategic Update – EDP Management’s plan 

EDP did not respond directly to Elliot’s plan, since it had already announced for the Capital 

Market’s Day on March 12, 2019 the presentation of its Strategic Update 2019-22 (Exhibit 8). 

Under this plan, during these four years the company would invest b€ 12 on three main areas: 

renewables (75% of the 2019-22 CAPEX), networks (20%) and client solutions & energy 

management (5%). From the b€ 9 CAPEX in renewables, b€ 8 would include a b€ 4 continued 

asset rotation strategy and a b€ 4 net expansion. From the b€ 2.4 CAPEX in networks, b€ 1.3 

would represent a growth in the remunerated asset base of EDP Brazil. And finally, the b€ 0.6 

CAPEX in client solutions & energy management would allow EDP to increase the number of 

services contracts and the amount of energy under management. 

Regarding the b€ 12 of CAPEX, above b€ 4 would be financed by renewable asset rotations 

and above b€ 7 would represent net investments. The later would be funded from a total 

source of cash of b€ 12, which would include b€ 8 of organic cash flow, b€ 2 of asset disposals 

and b€ 2 of other sources. Apart from the b€ 7 net investments, these sources of cash would 

be applied on b€ 2 of deleveraging and b€ 3 of dividends. This plan was backed by the 

shareholders, having been approved in the General and Supervisory Board, in which some of 

the largest shareholders were represented – including CTG (Exhibit 9)34. 

Lifting voting limits – the vote that could end the PTO 

Elliott stated EDP’s plan “marked an important first step in the right direction”, but a “stronger 

and accelerated portfolio optimization plan” was needed. In Elliott’s opinion, to have a more 

ambitious strategy, EDP would need to “overcome the significant uncertainty created by 

CTG’s takeover bid”. To precipitate the failure of the PTO process, Elliott required an item be 

added to the Shareholder’s Assembly agenda: the lifting of the 25% voting right cap, which 

needed approval by a two-third majority, announcing he would vote against it (i.e., in favor 

of maintaining the cap). 
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This limit had existed in EDP for several years. It began in 5%, and while the Portuguese State 

was still a shareholder it increased to 20%. In the last privatization phase, when CTG acquired 

21.35% of EDP’s capital and the State ceased to hold an interest in it, the voting rights limit 

was raised again to 25%35. 

The lifting of the voting limits was a pre-condition of the PTO, thus CTG would eventually have 

to put it to vote. Paul Elliot took a step forward and did it for CTG, confident it would be 

rejected by all shareholders, therefore putting an end to the PTO. But if it was instead 

approved, Elliot would have helped CTG to overcome an important statutory barrier at EDP. 

This decision was now in the shareholders hands. 

Looking from the perspective of a qualified minority shareholder, with over 2% stake in EDP 

but with not much more access to information than the news and EDP’s market notifications, 

how could one see all this process? Should one vote against lifting the voting rights and help 

putting the PTO to an end, or is CTG’s proposal the best for one’s interests, in which case one 

should vote in favor of lifting the limits? 
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Exhibit 1 EDP Financials 

Income Statement 

 

 

Balance Sheet 

 

Source: EDP Results handout 2017 and 2018 

Number of outstanding shares: 

3 657 thousand 



 

 

14 

Exhibit 2 EDP Renewables’ installed capacity growth 

 

Figure 1 – EDP Renewables’ installed capacity evolution (MW). 

 

EDP Renewables' Installed Capacity 2018 (MW): 

Portugal 1,309 

Spain 3,312 

USA 5,332 

Canada 30 

Mexico 200 

Brazil 467 

France 421 

Belgium 71 

Poland 418 

Romania 521 

Italy 221 
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Exhibit 3 Shareholder structure on March 31, 2018 

 

Source: EDP Interim Report 1Q18 

China Three Gorges Corporation: Chinese State-owned power company 

CNIC: Chinese State-owned investment company 

Capital Group Companies: American investment management company 

Oppidum Capital: investment holding company 

Blackrock: American global investment management company 

Mubadala: Abu Dhabi investment company 

Millenium BCP: Portuguese bank 

Sonatrach: Algerian state-owned oil company 

Qatar Investment Authority: Qatar national sovereign fund 

Norges Bank: central bank of Norway 
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Exhibit 4 Corporate Governance at EDP 

EDP had the so called two-tier, or dual corporate governance model, composed by the 

Executive Board of Directors (EBD), which consists in the company’s management, the 

General and Supervisory Board (GSB), which represents EDP’s largest shareholders (Exhibit 

9), and the Statutory Auditor (SA). In this model, the GSB and the SA have only supervisory 

duties, but the GSB may be required to approve certain acts to be performed by the EBD. 

These bodies are elected by the General Assembly. EDP’s General and Supervisory Board is 

composed of several committees which undertake the GSB’s duties: the financial and the 

audit committees, responsible for the supervision of financial information; the remuneration 

committee, responsible for fixing the remuneration of the members of the EBD; the corporate 

governance and sustainability committee, responsible for functions in the areas of corporate 

governance, including transactions with related parties; and the strategy and performance 

committee, responsible for monitoring the company’s performance in the context of its 

sector and EDP’s business plan and its implementation considering market conditions. 

One important area of Corporate Governance are the transactions with related parties. The 

market regulator (CMVM) defined them as “business with shareholders owning qualifying 

holdings or with entities related to them in any way”, and recommended these were done at 

market conditions and their completion was subject to a prior opinion from a supervision or 

audit body. EDP had these recommendations in place: the GSB had internal regulations and 

reporting obligations from the EBD on such transactions and criteria to identify which ones 

were subject to the prior opinion of the GSB, namely of the corporate governance and 

sustainability committee (CGSC). The detailed guidelines regarding transactions with related 

parties that were in place at EDP were the following: 

“a) The GSB must approve a regulation aimed at the pursuit of the company’s interests 

that establishes procedures and rules on EDP’s transactions with related parties. In 

particular, this regulation must: 

i. Define the concepts of transactions and related parties for the purpose of 

implementation of the regulation 

ii. Establish reporting obligations by the EBD on transactions deemed as 

relevant 
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iii. Determine the responsibilities of the participants in implementing the 

regulation, especially the GSB, CGSC and EBD 

iv. Set out the criteria for identifying transactions of significant relevance 

requiring a prior opinion and the terms of its intervention 

b) The GSB must delegate to the CGSC the task of monitoring compliance with the 

regulation and the CGSC must send periodic reports to the GSB on its work in this area. 

c) The EBD must set up and implement procedures for identification, internal reporting 

and action to be taken in the event of a conflict of interest, in harmony with the 

principles laid down by the GSB. 

d) The GSB must issue an opinion on compliance with the regulation when 

appreciating EDP’s annual and interim report, taking account of the work done by the 

CGSC. 

e) Every year, the GSB must assess the effectiveness of the regulation and amend any 

rules necessary.” 

Apart from the recommendations related to transactions with related parties, EDP identified 

in its corporate governance manual a total of 36 recommendations from CMVM, detailing the 

procedures in place to follow them. The topics of these recommendations included: control 

of the company, management, supervision, auditing, remunerations, conflicts of interests and 

information36. 
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Exhibit 5 Market Notification from EDP – CMEC overcompensation 
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Exhibit 6 EDP share price evolution 

 

Figure 2 – EDP share price evolution vs. European utilities (values in €). 
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Exhibit 7 Paul Elliot’s proposal for EDP – selection of slides 
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Exhibit 8 EDP Strategic Update 2019 – selection of slides 
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Exhibit 9 Composition of the General and Supervisory Board at the end of 2018 

 

 

Source: Annual Report of the General and Supervisory Board 2018 
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Exhibit 10 Comparable transactions information 

Iberian precedent transactions 

 

European precedent transactions 

 

Precedent transactions multiples in the industry 

 

Premium paid in successful cash offers with acquisition of control 

 

Source: Report of the Executive Board of EDP regarding CTG’s offer 
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Exhibit 11 Comparable companies’ information 

Companies comparable to EDP Group 

  

 

Companies comparable to EDP Renewables 

 

Source: Report of the Executive Board of EDP regarding CTG’s offer 

 

  

Group EDP Iberdrola Gas Natural Engie E.On Innogy SSE Enel Orsted

Equity b€ 11.9 41.9 21.7 35.0 20.2 19.4 16.1 51.5 22.6

Net Debt1 b€ 20.8 41.1 15.6 36.5 24.9 26.2 11.7 64.0 4.2

EV b€ 32.7 83.0 37.3 71.5 45.1 45.6 27.8 115.5 26.8

EV/EBITDA 2019E 9.0 8.6 8.0 7.2 8.7 10.8 9.4 6.8 11.3

P/E 2019E 13.7 13.1 15.8 13.2 13.1 16.4 11.3 11.2 20.8

Renewables Business
EDP 

Renewables
Acciona Falck Voltalia Orsted

Atlantica 

Yield
Nextera NRG Yield

Pattern 

Energy
TransAlta

CPFL 

Renewables
Saeta Yield

Equity M€ 6 394 3 841 683 485 22 604 1 687 5 770 1 141 1 497 1 935 1 876 908

Net Debt
1 M€ 5 910 4 544 625 413 2 709 4 406 3 523 5 155 2 319 665 1 304 1 371

EV M€ 12 304 8 385 1 308 898 25 313 6 093 9 293 6 296 3 816 2 600 3 180 2 279

EV/EBITDA 2018E 9.1 7.5 8.6 12.3 8.1 9.0 11.2 7.8 11.3 9.5 9.3 8.6
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