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 POWER UP: CHECK OUT A SELECTION OF THE WEEK’S POWER AND UTILITY NEWS ON TWITTER PAGE 6

Canadian Solar is consid-
ering launching a yield 
company after it com-

pletes its $265 million acquisi-
tion of Recurrent Energy from 
Sharp Corp.

The acquisition will mark a 
strategic shift in Canadian 
Solar’s build-and-sell business 
model to owning and operat-
ing most of its projects, poten-
tially within a yieldco, Michael 
Metzner, cfo of Recurrent Ener-

gy tells PFR.
Canadian Solar aims to utilize 

cash flows from the assets that 
it is acquiring through Recur-
rent and its pipeline of operat-
ing projects in Canada to launch 
a yieldco in the U.S., most likely 
this year. The Recurrent acqui-
sition is expected to give Cana-
dian Solar an additional 4 GW 
of large-scale solar projects, 
nearly doubling its existing 4.5 
GW pipeline. Recurrent aims to 
build 1 GW of late-stage devel-
opment projects 

American Electric Power Co. 
is considering strategic options 
for up to 10,393 MW of merchant 
generation in Ohio and Indiana, 
including a sale or retaining assets 
if the company garners regulatory 
approval for long-term contracts. 

AEP recently hired Goldman 
Sachs as an advisor on a stra-
tegic evaluation covering assets 
formerly owned by subsidiary 
AEP Ohio. The fleet includes 
2,470 MW that are scheduled 
for retirement by the middle of 
this year, leaving 7,923 MW in 
operation. Goldman Sachs did 

not respond to inquiries by press 
time and the status of that evalu-
ation could not be learned. 

The company initially filed 
with the Public Utilities Com-
mission of Ohio for approval of 
long-term contracts for about 435 
MW on Dec. 20, 2013 as part of its 
Ohio Electric Security Plan. AEP 
expanded the filing to include 
2,677 MW of generation on Oct. 
3, 2014. This filing includes con-
tracts for AEP’s share of four coal-
fired plants:

-one 595 MW unit at the Cardi-
nal plant in Jefferson County, 

-three units totaling 1,149 MW at 
the Conesville plant in Coshocton, 

-a 603 MW stake in the Stuart 
plant in Brown County, and 

-a 330 MW stake of the Zimmer 
plant in Clermont County. 

If the contracts garner approv-
al, AEP Ohio would be entitled to 
the capacity, energy and ancillary 
service output of its stakes in the 
plants and would bid these into the 
PJM market. The 

Canadian Solar Eyes YieldCo After 
Recurrent Acquisition

AEP Weighs Ohio,  
Indiana Gen Sale

Nischinta Amarnath

Nischinta Amarnath

 PAGE 8  >>
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FERC Proposal To Impact 
M&A, Asset Valuations
Mona Dajani, partner at Baker & McKenzie, 
explains how a recent FERC policy statement 
could affect power and energy M&A.  Page 7

Harbert Power Seals  
$485M Fund
Harbert Management Corp. has wrapped fun-
draising for its Harbert Power Fund V vehicle, 
bringing in a slew of new investors. Page 2

12th Annual Deals & Firms Of 
The Year Awards
PFR is gearing up to launch the voting process 
for our 12th Annual Deals & Firms Of The Year 
Awards. Check the website for more info. 
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TELL US WHAT YOU THINK!

Do you have questions, comments  
or criticisms about a story that appeared  
in PFR? Should we be covering more or 
less of a given area? The staff of PFR is 
committed as ever to evolving with the 
markets and we welcome your feedback. 

Feel free to contact Sara Rosner,  
editor, at (212) 224-3165  
or sara.rosner@powerfinancerisk.com

 AT PRESS TIME

DTE Scout Gas-
Fired Purchase
DTE Energy has issued a request for proposals 
to acquire up to 350 MW of gas-fired projects in 
Michigan’s Lower Peninsula. The deadline to 
submit bids is Feb. 20, 2015.

DTE is looking to acquire and operate single 
or multiple generating assets with 50 MW to 
350 MW of capacity. Qualifying projects must 
already be online. DTE is looking to select win-
ners by early May. Charles River Associates 
has been hired as an independent evaluator 
and is monitoring the RFP process on behalf 
of DTE. The Boston-based shop also worked 
with DTE on an RFP that led to its acquisition 
of the 732 MW Renaissance gas-fired project 
in Carson City, Mich., from LS Power. DTE 
purchased Renaissance for $240 million in 
November (PFR, 11/11). 

DTE launched the RFP citing a need for 
long-term MISO resource adequacy. How DTE 
will finance any potential asset acquisitions 
and whether DTE will issue more RFPs in the 
immediate future could not be learned. “A lot 
of that depends on where the state goes with 
energy policy. As well as the feds on their envi-
ronmental policy,” Henry Decker, director of 
strategy at operating subsidiary DTE Electric, 
told PFR. Approximately 76% of DTI’s annual 
electricity production is generated from fossil 
fuel, primarily coal. The utility has said that 
it will be retiring plants but has not published 
a timetable or announced which facilities will 
close, according to a spokesman in Detroit. 

In addition to the Renaissance purchase, the 

Detroit-based utility acquired one of the two 
75 MW Pheasant Run wind projects in Huron 
County, Mich., from a subsidiary of NextEra 
Energy Resources in June. The project has 
since been renamed the Brookfield Wind Park.

A spokeswomen for Charles River Associates 
did not respond to inquiries by press time.    

Harbert Clinches 
$485M Fund

Harbert Management Corp. has closed its 
Harbert Power Fund V with $485 million in 
equity commitments from 58 investors. 

Birmingham, Ala.-based Harbert aims to 
fully invest the fund into contracted power 
assets that are either in operation or under 
development, by the end of next year. The 
fund is targeting an internal rate of return in 
the range of 15% to 20%. Harbert has already 
invested $160 million of HPF V. 

The latest fund in the HPF series attracted 
34 new investors, notes a spokesman. Harbert 
did not work with an advisor on the transac-
tion. Details of the investments already made 
from HPF V and the identity of investors in 
the fund could not be learned. 

An affiliate of Harbor Management bought a 
stake in the 561 MW gas-fired Astoria Energy I 
facility in Astoria, N.Y., from SNC Lavalin 
(PFR, 8/4). Harbert Management had also 
emerged as one of the frontrunners in the 
Ontario Teachers’ Pension Plan Board’s 
auction of its stake in Northern Star Genera-
tion (PFR, 4/23).    
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GENERATION AUCTION & SALE CALENDAR 

These are the current live generation asset sales and auctions, according to Power Finance and Risk’s database. 
A full listing of completed sales for the last 10 years is available at http://www.powerfinancerisk.com/AuctionSalesData.html

   New or updated listing

The accuracy of the information, which is derived from many sources, is deemed reliable but cannot be guaranteed.  
To report updates or provide additional information on the status of financings, please call Editor Sara Rosner at (212) 224 3165 or e-mail sara.rosner@powerfinancerisk.com

Seller Assets Location Advisor Status/Comment

American Electric Power Portfolio (7,923 MW Gas, Coal) Indiana and Ohio Goldman Sachs AEP has tapped Goldman to conduct a strategic evaluation of 
the assets (see story, page 1).

Apex Clean Energy Balko (314 MW Wind) Beaver County, Okla. Macquarie Capital D.E. Shaw is buying the project (PFR, 1/12).

Apex Clean Energy Kay (314 MW Wind) Kay County, Okla. Southern Power Co. is considering buying the project (PFR, 
1/12).

Apex Clean Energy, First 
Reserve

Kingfisher (298 MW Wind) Oklahoma Deal has wrapped (PFR, 2/2).

ArcLight Capital Partners Bayonne (512 MW Gas) New Jersey Morgan Stanley Macquarie is assuming $510M in debt and paying $210M in 
cash for the asset (see story, page 5). 

Energisa Portfolio (488 MW Wind, Biomass, 
Hydro)

Brazil Brookfield Renewable Energy Partners is buying the portfolio 
for $545M (PFR, 12/8).

Entegra Gila River (2.2 GW Gas) Gila Bend, Ariz. Tucson Electric Power is buying a 25% stake in the asset (PFR, 
12/8).

ET Solar Energy Corp., Geenex Halifax (20 MW Solar) Roanoke Rapids, N.C. Duke Energy Renewables is buying the asset (PFR, 1/12).

Exelon Corp. Fore River Energy Center (809 MW Gas) Massachusetts Citigroup Calpine has issued unsecured bonds to fund the $530M 
purchase (see story, page 5).

Exelon Keystone (1,711 MW Coal) Pennsylvania ArcLight has launched a TLB package to finance its acquisition 
of stakes in Keystone and Conemaugh (PFR, 12/8).

Exelon Conemaugh (1,711 MW Coal) Pennsylvania ArcLight has launched a TLB package to finance its acquisition 
of stakes in Keystone and Conemaugh (PFR, 12/8).

First Wind Portfolio (512 MW Wind) Various Goldman Sachs TerraForm Power is buying operational assets (PFR, 11/24).

First Wind Portgolio (1.6 GW Wind Project Pipeline) Various Goldman Sachs SunEdison is buying the development assets (PFR, 11/24).

Footprint Power Salem Harbor (674 MW Gas) Massachusetts Macquarie Capital Highstar Capital and Oaktree are taking equity stakes in the 
project (PFR, 1/19).

NRG Energy Storm Lake 1 (108 MW Wind) Iowa Allete Clean Energy is buying the asset (PFR, 12/8).

PPL Corp., Riverstone Holdings York project (49 MW Gas) 
Ironwood (660 MW Gas)
Bayonne (158 MW Gas)
Camden (145 MW Gas)
Elmwood Park (65 MW Gas)
Newark Bay (120 MW Gas)
Pedricktown (118 MW Gas)
Holtwood (248 MW Hydro)
Wallenpaupak (44 MW Hydro)
Crane (399 MW Coal)

Pennsylvania
Pennsylvania
New Jersey
New Jersey
New Jersey
New Jersey
New Jersey
Pennsylvania
Pennsylvania
Maryland

PPL and Riverstone agree with FERC to sell one of two asset 
portfolios (PFR, 2/2).

Verso Paper Corp. Various (118.4 MW) Bucksport, Maine American Iron & Metal is buying the plants as part of its $60 
million acquisition of the Bucksport Paper Mill (PFR, 12/15).

Verso Paper Corp. Bucksport Power (185 MW Cogen) Bucksport, Maine American Iron & Metal is buying the plants as part of its $60 
million acquisition of the Bucksport Paper Mill (PFR, 12/15).
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 PROJECT FINANCE

8minutenergy Renewables 
& D. E. Shaw Renewable 
Investments

Springbok (133 MW Solar) Kern County, Calif. TBA TBA TBA TBA Debt financing deal sealed (PFR, 1/12).

Advanced Power Carroll County Energy 
(755 MW Gas)

Ohio BNP, Crédit Agricole TBA TBA TBA Deal is set to wrap in the next few weeks  
(PFR, 2/2).

Apex Wind Balko Wind (300 MW 
Wind)

Oklahoma TBA TBA TBA TBA D.E. Shaw buys the project (PFR, 1/12).

Apex Wind Kingfisher (298 MW Wind) Oklahoma TBA Tax Equity TBA TBA MidAmerican invested tax equity in project 
currently being acquired by First Reserve (PFR, 
12/8).

ATCO Group & Quanta 
Services

Fort McMurray 
(Transmission)

Alberta TBA TBA TBA TBA Sponers looking to finance $1.43 billion project 
(PFR, 1/12).

Cape Wind Associates Cape Wind (468 MW 
Wind)

Cape Cod, Mass. MUFG TBA $1.95B TBA National Grid and NStar terminate their offtake 
contracts (PFR, 1/12).

Cheniere Energy Corpus Christi (LNG 
Export Facility)

Corpus Christi, 
Texas

SocGen TBA $11.5B 7-yr Cheniere Energy mandates 18 joint lead arrangers 
(PFR, 1/12). 

E.ON, GE Grandview (211 MW Wind) Amarillo, Texas Bank of America, 
JPMorgan

Tax Equity $222M TBA Sponsors have garnered tax equity from Bank of 
America and JPMorgan (see story, page 6).

EDP Renewables North 
America

Headwaters (200 MW 
Wind)

Randolph County, 
Ind.

BAML Equity, Tax 
Equity

TBA TBA Tax equity investment wrapped from Bank of 
America Merrill Lynch subsidiary (PFR, 1/12).

Enel Green Power North 
America

Osage (150 MW Wind) Massachusetts JPMorgan Tax Equity TBA TBA Enel has obtained tax equity from JPMorgan (see 
story, page 6).

Energy Investors Funds Keys Energy Center (735 
MW Gas)

Brandywine, Md. Natixis, MUFG Union 
Bank

TBA TBA TBA Deal is set to wrap in the next few weeks  
(PFR, 2/2).

Energy Transfer Partners Lake Charles (LNG Export 
Facility)

Calcasieu Parish, La. Royal Bank of 
Scotland

TBA TBA TBA Deal coming to market later in 2015.

Footprint Power Salem Habor (647 MW 
Gas)

Massachusetts BNP, GE EFS, MUFG Term Loan $600M Deal wraps with 10 lenders (PFR, 1/19).

Freeport LNG Freeport (LNG Export 
Facility)

Freeport, Texas Macquarie Capital, 
Credit Suisse 

Debt, Equity $11B 7-yr Debt financing for first two trains was three times 
oversubscribed (PFR, 12/8).

GDF Suez, Pemex Los Ramones II Sur (178-
mile Pipeline)

Mexico Santander TBA TBA TBA Deal wrapped at the end of 2014.

IENova, PEMEX Los Ramones II Norte 
(274-mile Pipeline)

Mexico Santander Commercial 
Bank 
Tranche

TBA 12-yr Deal is set to wrap in the next few weeks (PFR, 
1/26).

Development 
Bank Tranche

TBA 20-yr

Invenergy Rattlesnake (207 MW 
Wind)

Glasscock County, 
Texas

Morgan Stanley Construction, 
Term, Tax 
Equity

TBA TBA Deal wrapped with financiang led by affiliates of 
Morgan Stanley (PFR, 12/1).

Korea Southern Power Corp., 
Samsung C&T

Kelar (517 MW Gas) Chile Natixis Gaurantee, 
VAT, LC, 
Working 
Capital

 $477 M C+14.5 
-yr

Deal wrapped with Export-Import Bank of Korea 
providing loans and guarantee (PFR, 12/1).

NextEra Energy Partners Palo Duro (250 MW Wind) Randell, Texas TBA TBA TBA TBA BAL Investment & Advisory and Bank of New York 
Mellon made tax equity investment (PFR, 12/8).

NextEra Energy Resources Seiling Wind I (200 MW) 
and Seiling Wind II (100 
MW)

Oklahoma TBA Tax Equity TBA TBA BAL Investment & Advisory and Bank of New York 
Mellon invest tax equity (PFR, 12/15).

Penn Energy Renewables Various (37 MW Solar) Ontario Rabobank Deal wrapped (PFR, 2/2).

Panda Power Funds Stonewall (750 MW Gas) Leesburg, Va. Goldman Sachs, 
Credit Suisse, ICBC, 
Investec, MUFG, 
Ares Capital

B Loan, Debt $571M 7-yr Deal wrapped at L + 550 (PFR, 11/24).

Sponsor Project Location Lead(s) Loan Loan 
Amount Tenor Notes

Live Deals: Americas

Deal Book is a matrix of energy project finance deals that Power Finance & Risk is tracking in the energy sector. 
A full listing of deals for the last several years is available at http://www.powerfinancerisk.com/Data.html 

   New or updated listing

The accuracy of the information, which is derived from many sources, is deemed reliable but cannot be guaranteed.  
To report updates or provide additional information on the status of financings, please call Senior Reporter Olivia Feld at (212) 224-3260 or e-mail olivia.feld@powerfinancerisk.com
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MERGERS & ACQUISITIONS 

 STRATEGIES 

Macquarie Infrastructure 
Capital has agreed to buy 
ArcLight Capital Partners’ 
512 MW natural gas-fired Bay-
onne project for $720 million, 
including the assumption of 
$510 million in debt. 

Macquarie will fund the 

remaining portion of the pur-
chase with $210 million in cash. 
Barclays advised Macquarie, 
while ArcLight tapped Morgan 
Stanley to advise on the sale 
(PFR, 9/16). 

Macquarie expects Bayonne 
to generate earnings of rough-

ly $62 million per year, before 
EBITDA, and is also consider-
ing adding 100 MW of capacity 
to the project. Centrica sub-
sidiary Direct Energy has toll-
ing agreements for 62.5% of 
Bayonne’s capacity. The agree-
ments have an average remain-

ing life of 13 years.  
Macquarie Capital and Mor-

gan Stanley are among the lead 
arrangers on Bayonne’s debt, 
which matures in 2021 (PFR, 
6/19). ArcLight bought Hess 
Corp.’s 50% stake in Bayonne 
last year (PFR, 6/3).   

Macquarie Snaps Up ArcLight’s Bayonne 

Renewable developers RES America 
and Blackstone Group-backed Off-
shoreMW have won leases in the largest 
U.S. offshore wind auction to date. The 
winning bids for roughly 360,000 acres 
off the coast of Massachusetts could 
support roughly 2 GW of wind, accord-
ing to the U.S. National Renewable 
Energy Laboratory. 

The leases give the developers exclu-
sive rights to submit plans for wind 
projects to the U.S Department of the 
Interior’s Bureau of Ocean Energy 
Management (BOEM). The leases have 
preliminary terms of one year, during 
which the leaseholders must submit site 
assessment plans to BOEM. If approved, 
the lessee will have five years to submit 
a construction and operations plan. The 
lessee has a 25 year operating term if the 
BOEM approves the construction and 
operations plan.

There is no guarantee that the BOEM 
will approve plans for construction. 
The cost of the two winning bids 
totaled $448,171 and the related lots 
nearly double the amount of acreage  
leased in prior auctions. Two neighbor-
ing lots in the same auction did not 
receive any bids.

RES America and OffshoreMW were 
the only participants in the auction, 
which consisted of two rounds. The 
other developers that applied and were 
approved to take part in the auction, but 

did not submit bids were Deepwater 
Wind New England, EDF Renewable 
Development, Energy Management 
Inc., Fishermen’s Energy, IBERDRO-
LA RENEWABLES, NRG Bluewater 
Wind Massachusetts, Sea Breeze 
Energy, US Mainstream Renewable 
Power (Offshore) and U.S. Wind.

RES America will be advancing 
the development of the site with the  
BOEM, says CEO Glen Davis in an 
email statement. 

The Blackstone Group is a majority 
investor in OffshoreMW, a sister com-
pany of Germany-based WindMW. 
Blackstone was the lead investor in 
WindMW’s 400 MW German North Sea 
offshore wind project, which has been 
operational since June.

The 468 MW Cape Wind project was 
slated to be the first offshore wind 
project in the U.S. However, bankers 
are questioning the fate of the project 
and a related financing after offtakers 
National Grid and NStar terminated 
their contacts (PFR, 1/7). Deepwater 
Wind’s 30 MW Block Island project off 
the coast of Rhode Island is aiming to 
close its financing this year, according 
to CEO Jeffrey Grybowski (PFR, 10/22). 

A spokesperson for RES America in 
Austin, Texas declined to comment and 
representatives from OffshoreMW in 
Princeton, N.J., did not respond to 
inquiries by press time.   

RES, Blackstone-Backed Company 
Net Offshore Wind Leases

Calpine Corp. has increased an issuance of 
senior unsecured notes to $650 million, 30% 
more than the original $500 million on offer. The 
deal closed on Tuesday Feb. 3. 

The notes, due in 2024, carry a coupon of 5.5%. 
Credit Suisse, Bank of America Merrill Lynch, 
Citigroup and UBS are joint book-runners on the 
deal, while ING is the co-manager. 

The Houston-based company will channel $150 
million, or roughly 23% of its net proceeds, to 
repurchase a portion of its 7.875% senior unse-
cured notes due in 2023. The company will use 
the remaining proceeds largely to finance its 
$530 million purchase of the 809 MW Fore River 
Energy Center, a natural gas-fired combined-
cycle plant in North Weymouth, Mass., from 
Exelon Corp. It agreed to the acquisition last 
year (PFR, 8/25). 

Calpine’s decision to issue the notes was an 
opportunistic bid based on market conditions, 
a spokesman notes. The notes mark Calpine’s 
second unsecured issuance in the past year; it 
issued $2.8 billion of senior unsecured notes in 
July (PFR, 7/11). Calpine’s increasing focus on 
unsecured debt comes in the wake of growing 
incentives to land a deal that will slash interest 
costs and waive collaterals on its asset base.

Moody’s Investors Services accorded a B3 rat-
ing to the new senior unsecured notes, and a Ba3 
rating on the company’s secured debt. Moody’s 
also assigns a B1-PD Probability of Default Rating.

Bankers at Citi and BAML declined to comment 
while a UBS spokesman did not respond to inqui-
ries. An ING official could not be reached for 
comment by press time.   

Calpine Upsizes 
Bonds To $650M
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 SECTION HEADING  PROJECT FINANCE 

@bentekenergy   
Major declines in #wind gen in the US in Jan 
2015 vs. 1 yr ago. Total wind gen fell 14% YOY w/ 
declines across all regions except ISO NE.

@SolarCouncil   
John Grimes & Campbell Newman discuss LNP's 
solar-smashing record & the big 'NO' on the #solar score-
card. #qldvotes

@AmericasPower   
@KearneyHub letter applauds @duncanrmike’s charge 
to Congress. Bipartisan effort must �ght costly #ener-
gy policies. http://bit.ly/1uXBKvO 

@StianReklev   
#China's eastern regions to approve no more #coal proj-
ects in bid to curb overcapacity, says Coal Association

@EIAgov   
U.S. #natgas inventories on 1/30/15 at 2,428 Bcf; 
DOWN 115 Bcf from week ago: http://go.usa.gov-
/hwzA  #energy 

@FirstWind   
@FirstWind is now part of @SunEdison. Follow 
@SunEdison to get regular updates about exciting 
things in #renewables. #windworks

@MarkFHand   
EIA reports #natgas injection of only 115 Bcf. My predic-
tion with eight weeks left: Storage levels will �nish 
season at a robust 1,400 Bcf.

@IEA   
The @IEA #Energy Snapshot of the Week compares 
LNG to Pipeline imports in the @OECD 
http://bit.ly/16h3Lbn  #gas 

@GoRasika  
#FERC goes ahead with tariff pricing mechanism for #Deman-
dResponse even when the SC decision is yet to be announced 
http://www.troutmansandersenergyreport.com/#article/5214 

@AWEA   
#Windpower fact of the day: Since 2008, wind energy has 
brought >$100 billion in private investment in the U.S. 
#windworks

For more news and coverage, follow @PowerFinRisk on Twitter, as well as  
Editor @SaraReports, @OliviaFeld and @NishAmarnath.

Enel Green Power North 
America has scooped tax 
equity investment for its 150 
MW Osage wind project in 
Oklahoma. JPMorgan Cap-
ital Corp. is one of the tax 
equity investors, according 
to a deal watcher.

The transaction will be 
finalized when the project 
begins operating, according 
to a deal watcher. Osage is 
under construction and is 
expected to be online this 
summer. The developer 
filed for approval for the tax 
equity investment from the 
U.S. Federal Energy Regu-
latory Commission late 
last month. Enel previously 
secured a $400 million tax 
equity investment for other 
wind assets from JPMor-

gan Capital Corp., MetLife 
Capital Credit and Bank 
of New York Mellon (PFR, 
9/14). 

Enel brought the project 
from TradeWind Energy 
for $60 million in Octo-
ber (PFR, 8/6) and will be 
the long-term manager of 
the project. TradeWind 
purchased Osage in April 
from Wind Capital Group. 
GE Energy Financial Ser-
vices has an equity stake in 
Osage, which will sell all of 
its output to Associated 
Electric Cooperative under 
a long-term power purchase 
agreement. 

U.S. Attorney for the 
Northern District of Oklaho-
ma Danny Williams filed a 
complaint against the proj-

ect in mid-December, alleg-
ing that Enel conducted 
unauthorized mineral exca-
vation activities relating to 
the project in land owned 
by the Osage Nation tribe. 
A scheduling conference for 
the complaint is slated for 
later this month, according 
to a court official.

Whether the sponsors are 
seeking debt financing for 
the project and MetLife and 
BNY Mellon are contrib-
uting tax equity to Osage, 
could not be learned by 
press time. 

A spokesperson for Enel in 
Andover, Mass., declined to 
comment and spokespeople 
for GE, JPMorgan, MetLife 
and BNY Mellon did not 
respond to inquiries.   

E.ON Climate & Renewables and GE 
Energy Financial Services have sealed 
tax equity investment for the 211 MW 
Grandview wind project in Amarillo, Texas.

Bank of America Merrill Lynch and 
JPMorgan Capital Corp. invested $222 
million of tax equity into the project. In 
July, GE EFS brought a 50% stake in the 
project from E.ON (PFR, 7/9). Grandview 
consists of 118 GE 1.7-100 turbines. E.ON is 
developing an additional phase of the proj-
ect, according to a deal watcher. 

Grandview was slated to be online by the 
end of last year, but is now not expected to 
be complete until the end of this quarter. 
Whether the project has a power purchase 
agreement could not be learned.

Spokespeople for GE EFS, E.ON, Bank of 
America and JPMorgan either declined to 
comment or did not respond to inquiries by 
press time.   

Enel Scores Tax Equity E.ON, GE Seal 
Tax Equity
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The current energy crisis and the various 
major changes affecting the electric industry 
including the introduction of open access to 
transmission facilities, major utility reforms, 
environmental challenges together with large 
turnover of state public utility commission-
ers expected across the country, has had or 
will continue to have a significant impact on 
the sector. As a result, many energy compa-
nies have engaged in mergers or other energy 
asset transactions. On Jan. 22, 2015, the U.S. 
Federal Energy Regulatory Commission 
issued a proposed policy statement to clarify 
FERC’s allowance on “hold-harmless” com-
mitments for determining whether such pro-
posed mergers or other asset transfers subject 
to its jurisdiction would have an adverse effect 
on cost-based rates for transmission service or 
wholesale electric service. As discussed below, 
FERC’s policy statement, if adopted, may have 
a significant impact on valuations of large 
regulated utility mergers and swaps of genera-
tion asset portfolios.

The Law- Standard of Review
Generally, Section 203 of the Federal Power 
Act requires owners of certain energy assets 
in the U.S. to obtain prior approval of certain 
acquisitions, dispositions and mergers trans-
fers from FERC unless blanket authorization is 
available or jurisdiction has been disclaimed. 
Failure by such owners of electric energy to 
obtain FERC’s approval for a transfer to an 
acquiring entity could lead to FERC’s assess-
ment of civil penalties. As discussed below, 
in light of the issuance of the Revised Policy 
Statement on Penalty Guidelines (Revised 
Policy Statement on Penalty Guidelines, 132 
FERC ¶ 61,216 (2010) in the Sept. 17th order 
and the recent more aggressive role of FERC’s 
Office of Enforcement auditing the activities 
of energy companies subject to FERC regula-
tion, failure to comply with the requirements 
of Section 203 of the FPA may have serious 
consequences, including sanctions and pos-
sible civil penalties.

 
At heart, FERC is a consumer protection 

agency whose primary task since the 1930s 
has been to protect the consumer ratepay-
ers (including protection against inappropri-
ate cross-subsidization), precluding harm to 
competition, but also removing unnecessary 
transaction burdens on the much needed 
infrastructure investment in the utility indus-
try.  Simplified, FERC’s approach to merger 
analysis under Section 203 of the FPA is to 
determine if the transaction “will be consis-
tent with the public interest,”  (i.e. does not 
raise market power concerns and does not 
have adverse effects on rates). If so, the statute 
requires FERC to approve the transaction. 
Applicants do not have to demonstrate that 
the proposed transaction positively benefits 
the public interest, but rather the proposed 
transaction does not harm the public interest. 
FERC generally analyzes the public interest 
issue by considering the effect of the trans-
action on electric power competition, rates 
and regulation in the relevant geographic 
and product markets. The Energy Policy Act 
of 2005 amended Section 203 to expressly 
require FERC to also find that the transac-
tion “will not result in cross subsidization of 
a non-utility associate company or the pledge 
or encumbrance of utility assets for the benefit 
of an associate company,” unless FERC deter-
mines that such a result of the transaction 
“will be consistent with the public interest.” 16 
U.S.C. § 824b(a)(4).

Section 203 applicants commonly are able 
to satisfy FERC’s concern on adverse effect 
on rates by demonstrating and utilizing rate 
freezes, rate reductions, open seasons or other 
‘hold harmless commitments.” In connec-
tion with such hold harmless commitments, 
the applicant typically covenants for a peri-
od of five years after the transaction closes, 
not to seek to recover transactional related 
costs or transition costs in jurisdictional rates 
except to the extent that there are demon-
strable merger-related savings in a separate 

rate filing. Specifi-
cally, the applicants 
commit for a period 
of five years to hold 
ratepayers harmless 
from the rate effects of a proposed merger. 
Common protests around the hold harmless 
commitment usually center on the requests 
for a full evidentiary hearing, what constitutes 
merger-related costs including acquisition 
premiums (or acquisition adjustments), mis-
understanding of savings and the procedures 
for how such costs and savings are verified 
and enforced together with the absence of sat-
isfactory assurances that the accrual of merger 
related costs during the commitment period 
will not prevent recovery of such costs after 
the commitment period expires.  

 
FERC’s proposed Policy Statement
In the Policy Statement, FERC proposes four 
new changes as set forth below:
1.  To clarify the scope and definition of the 

costs that should be subject to hold harm-
less commitments;

2.  To clarify the controls and procedures 
applicants offering hold harmless commit-
ments must implement to track the costs 
from which customers will be held harm-
less; 

3.  To impose no time limitation on hold 
harmless commitments; and

4.  To clarify that applicants may demonstrate 
that, under certain circumstances, a hold 
harmless commitment is unnecessary.

It is also important to note that the if the pro-
posal is adopted, FERC would apply the new 
policies on a prospective basis.

 
Key Takeaways on the Policy Statement
1. Just as the FERC has done since 1935, it will 
continue to be vigilant to protect ratepayers 
against mergers or other jurisdictional corpo-
rate transactions that are not consistent with 
the public interest.

INDUSTRY CURRENT   

FERC’s Hold Harmless Proposal To 
Impact M&A Asset Valuations

Mona Dajani

This week’s Industry Current is written by Mona Dajani, partner, and Michael 
Reed, associate of the energy transactions group at Baker & McKenzie.
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before the federal investment 
tax credit for expires in 2016. 

The company hopes to debut 
a yieldco that will eventu-
ally acquire or hold operating 
assets outside North America, 
a Canadian Solar official said 
in an earnings call on Wednes-
day. Whether the company has 
tapped an advisor or underwrit-
ers for the yieldco could not be 
learned by press time.

Ontario-based Canadian Solar 
will pay Sharp Corp. $200 mil-
lion when the acquisition wraps 
and $65 million one month 
later. The acquisition is slat-
ed to close in March pending 
regulatory approval. Canadian 
Solar will fund its purchase of 
Recurrent through available 
cash and committed financing 
and expects to net revenues of 
$2.3 billion from the acquisi-
tion. Canadian Solar expects to 

accrue up to $575 million, or 
25% of those revenues this year 
and the remaining $1.72 billion, 
in 2016.

Credit Suisse is the financial 
advisor to Canadian Solar on 
the acquisition. Scotia Capital 
(USA) and Bank of Tokyo-Mit-
subishi/MUFG Americas are 
the financial advisors to Sharp 
Corp. and Recurrent. Foley 
& Lardner and Orrick, Her-
rington & Sutcliffe are the legal 
counsel for Canadian Solar and 
Sharp Corp., respectively. 

Recurrent Energy will remain 
an independent entity even as it 
becomes a wholly owned subsid-
iary of Canadian Solar. “We will 
collaborate closely with Cana-
dian Solar to maximize value on 
development assets by owning 
and operating them. These col-
laborations will involve building 
a portfolio of high-quality solar 
power plants,” Metzner says. 

The Osaka, Japan-based elec-
tronics manufacturer acquired 
Recurrent Energy for $305 mil-
lion in 2010 and had been con-
sidering a sale since 2012. Sharp 
Corp. has actively been looking 
for a buyer for Recurrent since 
September  (PFR, 9/24).    

company would then pass along 
the resulting net benefits or costs 
to Ohio consumers. The PUCO is 
expected todecide on AEP’s pro-
posal by June 1. If PUCO rejects the 
proposal, AEP will consider selling 
its stakes in the plants, an AEP 
spokeswoman notes.

Other Ohio plants being con-
sidered for sale include the 2,665 
MW Gavin coal-fired facility near 
Cheshire, an 840 MW and a 507 
MW natural gas-fired project in 
Waterford and Darby, respec-
tively, the 48 MW Racine hydro 

facility in Meigs County, and the 
1,186 MW Lawrenceburg natural 
gas-fired facility in Indiana. 

The AEP spokeswoman says 
that the proposed contracts are 
expected to provide Ohio much-
needed stability in electricity 
supply and reduce price fluctua-
tions. However, the proposals 
are facing opposition from the 
Sierra Club for environmental 
reasons, and from industrial 
customer groups, which are 
hoping to purchase power at 
least-cost open market prices.   

Canadian Solar 
Eyes YieldCo 
After Recurrent 
Acquisition

AEP Weighs Ohio, 
Indiana Gen Sale

FERC’s Hold Harmless Proposal To Impact M&A Asset Valuations
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2. The unlimited duration of the 
hold-harmless commitment may 
make the anticipated value of 
the merger or other electric asset 
transactions more uncertain 
because the facts and circum-
stances of future cost-recovery 
will be more difficult to predict. 
From the transactional side, util-
ities look to merge to increase 
their valuation multiples, and 
reduce their cost of capital. A 
key metric in valuations is how 
quickly utility companies can 
earn back the funds that it will 
spend on capital expenditures. 
If the Proposal is adopted, we 
expect to see variations of exist-

ing methodologies for valuations 
for utility companies which may 
be more attractive to strategic 
buyers versus financial sponsors.
3. If the Proposal is adopted, the 
FPA 203 application will need 
to be significantly more detailed 
with supporting data, calcula-
tions and witness testimony 
together with post-transaction 
accounting entries to demon-
strate proper compliance with 
the hold harmless commitments. 
This means the applicants will 
likely need to track separately 
merger-related costs, including 
costs incurred to effectuate the 
proposed transaction and costs 
incurred to integrate.

4. To gain more regulatory and 
financial certainty, the merger 
agreement or principle agree-
ment between the parties in the 
merger or electric asset transac-
tion will need to include careful-
ly drafted provisions  to address 
the uncertainties of cost recov-
ery. We would suggest provi-
sions such as detailed condition 
precedents, risk shifting cove-
nants, reverse termination fees, 
cooperation covenants together 
with strong indemnities and rep-
resentations with survival.  
5. The scope and definition of 
transaction-related costs are crit-
ical. Disputes may arise before 
FERC over what costs may be 

recoverable in rates.
6. Failure to comply with Section 
203 to obtain prior authorization 
of disposition is a violation of 
federal law and may also be a vio-
lation of various contractual obli-
gations of the parties. FERC has 
also indicated that a disposition 
implemented without prior 
authorization may be voidable in 
court by the affected party and 
that FERC has the authority to 
revoke market-based rate author-
ity or order refunds for violating 
Section 203.   

Comments on the policy  
statement are due March 30, 
2015.
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