
AES Developer Joins
Money Manager
David Long, a project developer at
AES in the U.K., is set to join UBS‘
money management arm as a European
utility analyst.
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INT’L POWER SEEN COURTING RWE 
FOR PORTUGUESE PLANT
London-based International Power is reportedly holding talks with German utility giant
RWE about acquiring its 50% stake in Turbogas Produtora Energetica, owner of the
990 MW Tapada natural gas-fired power station near Oporto in Portugal. Sarah
Richardson, spokeswoman at IP, declined to comment and calls to RWE went unreturned.

Market watchers say RWE has been looking to divest its stake in Tapada since the
backend of last year, but has been stymied until now by uncertainties surrounding the
value of a long-term offtake contract between Tapada and the Portuguese grid operator. 

As part of an effort to fully liberalize Iberia’s wholesale power market, the Portuguese
government is looking to unwind a variety of offtake contracts, but has yet to agree
compensation surrounding associated stranded costs with the country’s independent

(continued on page 8)

BULGE BRACKET PAIR INKS PPAs TO CLEAR 
PATH FOR LONE STAR AQUISITION
Goldman Sachs and Morgan Stanley have signed offtake contracts covering 450 MW of
output for a newly acquired power station in Texas, a move that suggests a growing role
for strongly rated Wall Street firms as power-purchase agreement (PPA) counterparties,
say market watchers. The brace of deals converts the Coleto Creek power plant from a
merchant facility into a guaranteed revenue generator, a shift that allowed its private
equity buyers to leverage up the acquisition in the bank loan market last week.  

The entrance of financial players into the Lone Star State PPA market is a welcome
sign as most incumbent Texas utilities either lack the credit quality or don’t have a strong
enough long-term customer base to sign meaningful offtake contracts, say market
watchers. “The financial firms have the ability to aggregate and disaggregate the risks and

(continued on page 8)

U.K. GREEN ENERGY CO. PUTS ITSELF UP FOR SALE
Energy Power Resources Ltd., one of the largest independent green energy companies in

the U.K., has put itself up for sale and recently hired Rothschild to
advise on the process. The investment bank is expected to

launch the sale process this week when it will distribute a
detailed sale memorandum to potential suitors. 

Paul Anthony, chief executive, says the auction is being
driven by private equity firm Electra Europe Partners, which
owns a 54% stake in London-based EPRL. “Electra has held
the investment since 1998 and as it’s a venture capital firm
with a short- to medium-term investment horizon, it thinks
now is a good time to sell,” he explains. Nigel McConnell, a

(continued on page 7)
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AES Developer Moves 
To Buyside With UBS

David Long, a veteran project developer at AES in
Richmond, U.K., is set to join UBS later this month, as a European utilities
equity analyst in the Swiss bank’s global asset management division. Long
left AES in late June. Calls to Long went unreturned and officials at UBS
declined comment.

Long spent five-and-a-half years at AES, working on several IPP projects,
most notably the development of Cartagena, a 1,200 MW combined-cycle gas
turbine project in Spain, according to spokesman Christian Wright. Cartagena
was funded in the debt markets late last year and is expected to come on line
in 2005 (PFR, 12/16).  

Joining UBS marks a return to the City for Long. Prior to AES, Long was a
utility banker at Rothschild.

El Paso Europe Seen Losing Last 
London Staffer
Elaine Delamer-House, El Paso Corp.’s last employee in Europe, has
reportedly left the firm, marking the final shuttering of its London-based
wholesale merchant energy operation. 

While El Paso Europe sold its trading book and released the bulk of its staff
last summer (PFR, 10/28) Delamer-House was reportedly retained to manage
the company’s investments in several generation assets, notably its 25% stake
the 396 MW Enfield power plant, northeast of London. The stake has not
been sold and PFR was unable to ascertain whether Delamer-House’s departure
means a sale of the gas-fired plant is looming. Calls to Delamer-House were
not returned.

Texas Wind Farm J.V. Opts For Conservative
Loan Structure
Sponsors Shell WindEnergy and a unit of Mitsui & Co. (USA) have
adopted a conservative structure for their $87.5 million financing for the
Brazos wind farm in Texas. Bankers say the loan is structured with a
guarantee from an affiliate of offtaker TXU Portfolio Management
Company, a strong package of warranties to cover the less familiar
Mitsubishi Heavy Industries turbines and also a modest 48.7:51.3 debt-to-
equity ratio. “It’s quite a good structure,” says one banker who plans to
commit to the non-recourse loan.

Lead arrangers ANZ Investment Bank and Dexia Credit Local started
formally pitching the 9.5-year loan to other lenders last week (PFR, 7/5).
Given the small size of the deal, only five banks have so far been invited to
take part, says one financier. Pricing on the loan kicks off at LIBOR plus 175
basis points, heads to a spread of 1 7/8% over LIBOR in year four and 200
basis points in year seven.

At Press Time
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Calpine Preps Big Apple Tender 
Calpine intends to formulate bids involving two power plant
projects, and perhaps more, under the New York Power
Authority’s tender for 500 MW of electricity supply into New
York City. Ron Walter, executive v.p. in charge of business
development, says that in at least one of Calpine’s proposals
the entire 500 MW capacity will be supplied by a single
power station. He declined to elaborate on the project beyond
saying Calpine would likely tie the power into an existing
transmission system or perhaps build a line into a
transmission line substation. 

Brascan, Constellation Energy, Besicorp, Zilhka
Renewable Energy, Dynegy and PSEG Power have all been
seen preparing bids, and Conjunction’s Empire Connection
project is making a push to provide electric transmission to the
city as part of all these bids (PFR, 7/5).

U.S. Investment Boutique Shifts
Focus Overseas
Investment boutique Franklin Park Energy has formed
Energy Americas, a separate subsidiary to invest specifically in
non-U.S. power deals, says Tom Tribone, founder. Energy
Americas has received $50 million in capital from emerging
market investors including Darby Overseas Investors and
BBVA and is looking to add as much as $50 million more. It
is poised to announce its first acquisition, an interest in a
“major power company” in Latin America from an
undisclosed strategic investor for a price in the $35 million
range, says Tribone, a former AES executive. Officials at
BBVA and Darby did not return calls.

The “back to basics” strategy that has seen many large U.S.
utilities look to rein in their overseas operations has allowed
Energy Americas to identify attractive investment
opportunities in emerging markets like Latin America and
Eastern Europe, Tribone explains. He says Energy Americas is
looking to contribute around $20 million in equity per deal.
“We are not opposed to raising additional third-party funds on
a larger deal,” says Tribone, adding that in a larger deal Energy
Americas would contribute a bigger slice of the equity and
bring industry operating expertise to the table. 

Thus far, Franklin Park has failed to seal any acquisitions in
the U.S. energy sphere. Last summer, it was on the verge of
acquiring J.A. Jones’ Hawaii and New York state plants and
was on the shortlist for Mountaineer Gas Co. (PFR, 6/30/03),
but J.A. Jones went bankrupt before the acquisition was
completed—and was subsequently acquired by Energy
Investors Fund (PFR, 7/5)—and the Mountaineer transaction

has been postponed several times, says Tribone. 
Otherwise, U.S price tags have been too high for Franklin

Park’s liking. “We have been surprised at some of the relatively
high prices that have been paid for assets in the U.S. market,”
says Tribone. “Although we have analyzed a lot of deals and bid
on several, so far we have not been able to find any businesses
at a price that we like.” 

Franklin Park is still looking at U.S. assets but has no
specific acquisition plans in place at this time.

Pike Electric Wraps Loan 
With Flex Addition 
Pike Electric has bagged a $300 million B loan funding the
acquisition of a competitor, with a two-stage flex added to the
loan. Initial pricing was pared back from LIBOR plus 250
points but to a 225 basis point margin (PFR, 7/5), but
financiers say there is another ratchet down to LIBOR plus
200 basis points if leverage at the company falls from a 3.25
equity multiple to 2.75. That is expected to happen within the
year, says one banker.

The loan was a near blowout during syndication, raking in
some $800 million in commitments. “Pike is the contractor of
choice for most utilities’ storm repairs,” says one official on the
solid basis of the business. Pike is the largest electrical
contractor in the Eastern U.S. and will use the funds to
acquire Red Simpson, a major player in the south central U.S. 

Barclays Capital and J.P. Morgan led the loan.

Garden State Coal Project Places 
L/C Credit Extension
Logan Generating has set up a $92 million letter of credit
facility backing bonds that partially funded its 225 MW
pulverized coal-fueled plant located on the Delaware River in
Logan Township, N.J. One banker, who signed up for the
deal, says the five-year facility is a straightforward refinancing
to underpin the tax-exempt bonds. Tax-exempt funding is
often available to fund the pollution control elements of a
coal-fired plant and L/C facilities are used to strengthen the
credit, he adds.

The plant, which came on line in 1994, is a 50:50 joint
venture between Cogentrix and National Energy & Gas
Transmission (PFR, 4/26). It sells 203 MW to Atlantic City
Electric and the balance is sold on a merchant basis into the
regional wholesale market.

The deal was led by Union Bank of California. Officials at
UBoC could not be reached.
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El Paso Origination Chief 
Flips To Sempra
Tom Swank, head of power origination at El Paso Corp.,
joined Sempra Energy at the beginning of this month as v.p.
and head of power origination. Reached at Sempra’s Stamford,
Conn. office, Swank declined comment.

El Paso spokeswoman Kim Wallace declined comment on
Swank, but says its unlikely that any departing employees in
its power operations would be replaced as El Paso is exiting the
power business. Calls to Sempra’s media relations office were
not returned. 

Prospect Street Readies 
Equity Issue
Prospect Street Ventures, the New York private equity firm
founded by ex-Merrill Lynch officials, is close to launching a
new closed-end investment company focused on making
acquisitions in the energy sphere. According to initial
Securities and Exchange Commission filings, Prospect Energy
Corp. is looking to raise $207 million in its offering and will
list common stock on Nasdaq. 

The focus of the operation will be to invest in small- and
mid-market opportunities in energy (PFR, 5/10). One
financier who tracks the power investment arena says Prospect
staffers appear confident the issue will be a success. He adds if
the offering is successfully placed, other players may follow.

CNG Looks To Extend, Upsize 
Hedge-Related Loan
Consolidated Natural Gas is looking to replace a $1 billion
364-day letter of credit loan facility with a three-year deal.
One banker says the deal, which backstops L/Cs issued to
support CNG’s natural gas hedging program, is pitched
initially as a $1 billion facility with the explicit intention of
upsizing to $1.5 billion if commitments hit that level. The
expansion reflects the current strong bargaining position in
which borrowers find themselves.

The subsidiary of Richmond, Va.-based Dominion has 29
banks in its current facility and lead arrangers Barclays
Capital and KeyBanc Capital Markets expect that number to
at least be matched. Drawn pricing on the deal is LIBOR plus
67.5 basis points, the borrower is A minus rated and is also
effective at managing its banking group, reflects one financier,
on the prospects for the loan.

Commitments are due Aug. 4 and the deal is expected to
close shortly thereafter.

Exelon Draws In I-Banks 
For New Credit 
Exelon has passed its $1 billion target for a new five-year loan
facility, drawing in a healthy roster of investment banks in the
process. “They’re seeking a slice of future business,” says one
industry official, who notes Exelon’s status as a potential asset
acquirer means its loans have included M&A-focused shops
for several years.

The ticket tally was at $1.16 billion early Thursday last
week, with the expectation that another $500 million would
come in before the commitment window closes. In addition to
the five-year deal, a three-year facility of $500 million is in the
mix, which effectively replaces a $750 million three-year deal
inked last year. Bank One and Barclays Capital launched the
deal in Chicago last month (PFR, 6/21).

High-Hanging Fruit
ArcLight Sees Slimmer Pickings 
For Contracted Plants

ArcLight Capital Partners, one of the most
active acquirers of U.S. power plants over the
past 18 months, is seeing an increasingly
sparse environment for contracted power
plants acquisition opportunities as it begins to
invest its recently closed second energy fund,
the $1.6 billion ArcLight Energy Partners
Fund II. “All the low-hanging fruit has been

picked,” says Managing Partner Daniel Revers, of the swath of
qualifying facilities that have been auctioned by distressed sellers
within the past year or so. 

Some 60% the $950 million fully committed ArcLight
Energy Partners Fund I was invested in generation. And the
percentage is likely to be noticeably lower for the new fund, says
Revers. “Given heightened concerns about fuel shortages, we’re
seeing better opportunities in gas storage infrastructure and also
in electric transmission,” he notes. He also believes that new
opportunities to acquire entire regulated utilities could appear.

While Revers does not see many large-scale auctions of
contracted generation emerging in the near future, the private
equity fund is talking on a one-to-one basis with several energy
companies about acquiring individual power plants. “We’re
looking at between 15 and 20 plants right now,” he says.

ArcLight closed its second fund last month, but already has
committed some of its funds to three investments, including a
combined heat and power facility in France previously owned
by Duke Energy and an 320 MW gas-fired station in Illinois
owned by Entergy Asset Management (PFR, 2/3). 

Daniel Revers
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Constellation Pockets $226M Stock
Sale To Fund Nuclear Asset
Constellation Energy will use the $226.6 million proceeds
from a recent common stock offering to partially fund the
acquisition of a 495 MW nuclear facility in New York State.
The balance of the $408 million price tag is being funded
from cash, according to Tobias Hsieh, credit analyst with
Standard & Poor’s in New York. Rob Gould, spokesman at
Constellation, confirmed the acquisition financing plan.

Sole underwriter Wachovia Capital Markets placed the six
million new shares at $37.95 each and pocketed an
underwriting commission of $804,000, according to a
prospectus supplement filing by Constellation. The
Baltimore-based player also forecast additional costs of
approximately $250,000 associated with the underwriting,
taking net proceeds to $226.6 million.

The acquisition of the R.E. Ginna Nuclear Power Plant
was completed in June. The plant is located north of
Rochester, N.Y., and was acquired from Rochester Gas and
Electric Corp., a subsidiary of Energy East. 

The sale is the first change of ownership at Ginna since
Rochester Gas and Electric established the facility in 1970.
The deal includes a 10-year PPA under which Constellation
will sell 90% of the plant output to Rochester Gas and
Electric; the balance will be sold into the wholesale market.

Arizona Utility Taps Debt Market
Early To Lock-In Rates
Arizona Public Service ‘pre-financed’ debt maturing next year
with a recent $300 million 10-year 5.8% unsecured note
offering. The proceeds of the issue will be invested for the time
being before refinancing $100 million of 6.25% notes due Jan.
15 and $300 million in 7.625% notes due Aug. 1 2005. The
early refinancing effort eliminates the risk of waiting until the
debt matures when bond rates could be higher, says Barbara
Gomez, v.p. and treasurer of APS. The $100 million difference
between the previous offerings and the current issue will likely be
covered with cash on hand when the debt matures, says Gomez.

The 10-year notes were offered at 99.73 to yield 118 basis points
over comparable Treasury bonds. Credit Suisse First Boston and
J.P. Morgan were joint bookrunners on the deal. 

Gomez says the two underwriters approached APS with the
idea to pre-finance the debt at the same time that the company
was considering how to take advantage of favorable interest
rates with regard to maturing debt. Gomez says APS was happy

Corporate Strategies

BNP, Standard Chartered
Form Six-Strong Roster
Mandated lead arrangers BNP Paribas and

Standard Chartered Bank are set to bring on board six other
banks to jointly lead a long-dated project loan to fund Tractebel’s
development of a roughly $400 million, 500 MW and 30 million
gallons of water per day IWPP in Oman. 

The six other leader arrangers are Bank Muscat, Bayerische
Landesbank, Gulf International Bank, HSBC, KBC Bank and
Sumitomo Mitsui Banking Corp, say financiers close to the deal. 

The lead arranger roster is almost double the size of that
originally anticipated, reflecting strong demand, and means
there will be a relatively minor retail syndication effort, says
one banker. “Seven banks were approached and six ended up
committing to the deal,” he adds. Officials at BNP declined to
comment and calls to Tractebel went unreturned. 

A Tractebel-led consortium won an Omani government
tender to a develop an IWPP at Sohar last month (PFR, 5/31).
The Tractebel consortia includes five Omani companies will
provide equity to fund construction; The Omani Ministry of
Defense Pension Fund, W.J. Towell, National Trading Co.,
Zubair Corp. and Sogex. 

Gulf Projects Go Under The Hammer
A brace of Middle East power and water desolation projects
were due to go under the hammer these past two days,
highlighting a recent furry of activity within the Gulf region
surrounding the development of new power stations.

First on the auction block was Abu Dhabi’s $3 billion
Taweelah B & C acquisition and expansion program, the Middle
East’s largest IWPP. Three consortia were expected to submit
bindings bids yesterday; Tokyo-based Marubeni allied with
Boston investment fund BTU and Malaysian IPP Powertek
Berhad; TotalFinaElf working with Tokyo Electric Power Co.;
and Tractebel teamed up with London IPP International Power.

The tender for Ras Laffan II, a 750 MW, 50 million gallons
per day IWPP, being developed adjacent to Qatar’s 700 MW
Ras Laffan plant, reaches the binding bid stage today, say
bankers. Only two bidders, London-based International
Power in conjunction with Qatar Power & Water Co., and
AES have been invited to bid (PFR, 5/30).

Middle East & North Africa

with the pricing and that the offering was well-received and
oversubscribed by investors, likely because of a general lack of
supply of utility company debt in the primary market.
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Asia
• BP expects to sign deals in the next two months to supply
liquefied natural gas to South Korea’s K-Power generation
plant. The oil and gas leviathan signed a preliminary agreement
with South Korea’s biggest refiner SK Corp. to supply LNG for
20 years from 2006. SK Corp and BP will build a natural gas-
fired power project known as K-Power (Reuters, 7/7).

Europe & Middle East
• Edison, Italy’s second largest power company, has hired Banco
Caboto, HSBC, Royal Bank of Scotland and UniCredit Banca
Mobilaire to manage an upcoming EUR500 million or greater
bond sale. Edison is controlled by Electricité de France and Fiat
through holding company Italenergia (Bloomberg, 7/4).

• Elia System Operator, which owns and operates Belgium’s
electricity transmission network, has tapped Merrill Lynch and
Fortis Bank to lead manage its initial public offering. Belgian
investment bank Petercam will also likely help with the sale.
About 40% of the company is expected to be sold in the IPO.
Electrabel owns 64% of Elia, a group of Belgian municipalities
owns 30%, and Belgian power producer Société Publique
d’Electricité owns the rest (Bloomberg, 7/7). 

• Goldman Sachs unit J. Aron & Co. has begun trading day-
ahead contracts on Powernext, the French power exchange.
The exchange began trading forward contracts last month, and
has 41 active members (Bloomberg, 7/7). 

U.S. & Canada
• Dominion Virginia Power is buying two Virginia power plants
for around $49 million in cash and the assumption of $148
million in debt. The utility affiliate of Dominion Resources already
buys all the output of the plants under 25-year offtake contracts
with the 80 MW, wood-burning plant in Hurt and the 310 MW,
gas-fired plant in Chesapeake. The Hurt plant is being acquired
from Multitrade and the Chesapeake facility from units of NRG
Energy and Dynegy (Dow Jones, 7/6).

• The Federal Energy Regulatory Commission has approved
Williams Cos.’ $137.2 million settlement with California utilities
of claims that the power supplier overcharged for electricity during
the western U.S. energy crisis of 2000 and 2001 (Dow Jones, 7/6).

• TXU Corp. has abandoned construction of a long-delayed
East Texas power plant, prompting it to redeem $100.9
million in bonds issued to finance construction. Building at
the 750 MW coal-fired plant began at the Twin Oak site in
Henderson County in 1976, but construction was indefinitely
delayed in 1992 and has now been abandoned (Reuters, 7/6).

• The Tennessee Valley Authority will have invested $5.6 billion
by 2010 in pollution control measures to comply with
regulations and will pass the expense on to rate payers,
according to Director Bill Baxter. Last year the TVA raised rates
by 7.4% to install coal scrubbers and selective catalytic devices
(Chattanooga Times, 7/2).

• The Moapa Band of Paiutes and Calpine have obtained
permits to build a 720 MW plant on a Native American
reservation northeast of Las Vegas. The project is awaiting
approval from the Secretary of Interior Projects (Las Vegas
Review, 7/5).

• Plant shutdowns at Allegheny Energy’s Hatsfield’s Ferry plant
in Masontown, Pa. have cost the company $75-80 million,
$40 million more than expected. The higher costs stemmed
from lost revenue and repair expenses resulting from a fire in
November (Bloomberg, 7/2).

• TECO Energy has appointed Sherrill Hudson as chairman
and chief executive to replace Robert Fagan, who is retiring.
COO John Ramil assumed the added role of president, which
Fagan previously held. Fagan decided to retire for personal
reasons and because the company’s transition efforts are almost
complete (Dow Jones, 7/7).

• The U.S. division of Italy’s biggest power company Enel has
bought five hydroelectric power plants in Idaho and
California. The acquisition is part of efforts by Enel to become
a leader in the North American renewable energy market, it
said via a press release. Enel North America now owns 18
hydroelectric plants in the U.S. with a combined output of
425 MW. The five new acquisitions account for 27 MW of
capacity. The hydro plants were bought from five different
U.S. power companies. Financial terms were not disclosed
(Associated Press, 7/2).

The Weekly Recap is a summary of publicly reported power news stories. The information has been obtained from sources believed to be
reliable, but PFR does not guarantee its completeness or accuracy.

Weekly Recap
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BANK-OWNED GENCO APPOINTSFORMER TXU EXEC AS CHIEFCGE Power, an investment vehicle set up by sixof the leading U.K. project finance banks to poolmany of the country’s standalone power plants, isset to appoint former TXU Europe executive EddieHyams as its first chief executive. Hyams could not bereached, and bankers close to CGE declined tocomment.
Market watchers say Hyams is set to take day-to-dayoperational control of the newly formed company,previously dubbed Project JOE, while Chairman Jim Forbes will take on more of afigurehead role. One banker argues the division of responsibilities makes sense givenHyams’ strong understanding of the U.K. generation market as a result of his previous role

(continued on page 12)

Cogentrix Creditors MullForeclosure
Creditors are considering foreclosing onCogentrix’s Southaven plant in Mississippi.

See story, page 2

TransCanada Takes
Pipeline Pole PositionTransCanada has emerged as the front-runner to win National Energy & GasTransmission’s Gas TransmissionNorthwest pipeline.

See story, page 2
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End Game
AIG, NOBLE SLUG IT OUT AS EL PASO QF AUCTION NEARS CONCLUSION El Paso Corp. is close to selling its entire portfolio of 27 contracted power plants andofficials tracking the auction say it has come down to a two-horse race between AIG andNoble Power Assets, a Chester, Conn.-based energy investment boutique. Aaron Woods,an El Paso spokesman in Houston, says the company anticipates closing a deal soon,declining further comment. Walter Howard, ceo of Noble, did not return calls and JohnQuirke, senior v.p. of operations, declined comment. An official at AIG declinedcomment. 
Several market officials say Noble, which is backed by private equity heavyweights

(continued on page 11)FPL ENERGY EXPLORES SALE OF MERCHANT ASSETSFPL Energy, the IPP arm of FPL Group, is considering divesting much of its U.S.merchant generation portfolio and has been holding talks with Lehman Brothers aboutconducting the auction. The Juno Beach, Fla.-based company has put all its merchantplants under the microscope, says an industry official, adding it is particularly interestedin unloading three newly built natural gas-fired plants in Texas, with a combined capacityof 3,355 MW, as well as some assets in the Northeast. It could not be determined by press time whether Lehman had been retained to adviseon the sale or whether FPL is also considering hiring another advisor. Lanie Fagan, aspokeswoman at FPL Energy, could not provide comment by press time. Calls to bankers
(continued on page 12)
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Financing Record (JULY 1 - JULY 8)

Bonds
Issue Date Maturity Issuer Amount ($ mil) Offer Price Coupon (%) Type of Security Spread to benchmark Moody’s S&P Bookrunner(s)
7/1/04 7/15/12 Belden & Blake 192.5 100 8.75 Sr Secured Nts 433 B3 B- Goldman Sachs
7/7/04 12/15/11 Forest Oil 125 107.75 8 Senior Notes 244 Ba3 BB- JP Morgan/BofA

M&A
Date Date Target Name Target Target Acquiror Acquiror Acquiror Value 
Effective Announced Advisors Country Name Advisors Country ($mil)
- 7/1/04 Noverco - Canada Investor Group - Canada 676.184
- 7/5/04 Forbrukerkraft - Norway Agder Energi - Norway -
- 7/6/04 Commonwealth Power Generation - U.S. Dominion Virginia Power - U.S. 15
- 7/6/04 Hubei Qingjiang-Gaobeizhou - China Sinopec Wuhan Phoenix Hantang Securities China 77.647
7/7/04 7/7/04 Catamount Energy Corp-Gas - U.S. Texas American Power - U.S. -
7/7/04 7/7/04 Chesapeake Generation Facility - U.S. Dominion Virginia Power - U.S. -
7/7/04 7/7/04 Hurt Generation Facility - U.S. Dominion Virginia Power - U.S. 197

7/7/04 Williams-Onshore Pipeline Assets - U.S. Crosstex Energy - U.S. 30

Source: Thomson Financial Securities Data Company. For more information, call Rich Peterson at (973) 645-9701.

spokesman at Electra in London, could not be reached.
One potential investor says buoyant demand for sources of

renewable power in the U.K. is also prompting the sale. “The
market for green energy assets is pretty hot right now, given

the government’s aggressive timetable for building non-thermal
generation, and Electra sees this as a good exit point,” he says.
He notes Electra can require the minority shareholders to sell
their stakes to the same buyer. 

EPRL was formed in 1997 and specializes in biomass
generation, particularly power plants fueled by chicken litter
waste. It owns roughly 50% of the U.K. biomass market,

U.K. GREEN
(continued from page 1)
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Quote Of The Week
“We have been surprised at some of the relatively high prices that
have been paid for assets in the U.S. market.”—Tom Tribone,
founder of investment boutique Franklin Park Energy, on why
Franklin has not yet made any U.S. acquisitions (see story, page 3).

One Year Ago In Power Finance & Risk
Aquila put its Aquila Networks Canada business, comprised
of utility operations in Alberta and British Columbia, on the
block to boost liquidity. One banker estimated the sale could
fetch $1.5-2 billion. [Newfoundland-based energy company
Fortis acquired ANC in September for CAD1.36 billion
($990 million).]

charge for that,” says David Freeman, president of Team
Power & Associates, a Plano, Texas, consulting shop.

The offtake contracts were crucial in allowing investment
partners Sempra Energy Partners and Carlyle/Riverstone to
get the necessary debt financing to seal the acquisition of the
632 MW Coleto plant from American Electric Power. Since
the downturn in the wholesale power market two years back,
employing external financing for a merchant acquisition has
proved a tough, if not impossible, proposition (PFR, 5/24). 

Goldman signed a two-year contract for 150 MW and
Morgan Stanley signed a five-year contract for 300 MW,
industry officials say. Officials at Goldman and Morgan
Stanley did respond to requests for comment by press time.

Sempra Energy Solutions, Sempra’s retail marketing unit,
has contracted for 122 MW of Coleto Creek Power’s output.
Doug Kline, a spokesman at Sempra in San Diego, declined
comment on other counterparties citing confidentiality
agreements.

Financial players that ink long-term PPAs are likely to trim
their risk exposure by entering short-term deals with natural
buyers of power. In the case of Texas, this could be large electric
retailers such as Reliant Energy and TXU Corp. Because of
Texas’ deregulated and competitive retail power market, these
suppliers generally don’t have a captive, long-term customer
base, says Freeman, and they may be averse to signing long-
term commitments. 

A more sophisticated play could see the Wall Street firms

BULGE BRACKET 
(continued from page 1)

power producers, say market watchers.
International Power owns a roughly 40% stake in another of

Portugal’s IPPs, the 600 MW coal-fired Pego Power plant, and
building on this position makes sense, say market watchers.
Furthermore, as it is already negotiating with the Portuguese
government on unwinding its Pego PPA, it has a better
understanding than most of what these contracts are worth. IP’s
Richardson declined to comment on how the PPA restructuring
talks were progressing, but says that in its most recent annual
report IP states it expects talks to continue into the second half
of this year and that, “We believe that the government intends
to preserve the value in these contracts and we expect to be kept
economically whole through this process.”

RWE bought a 49.9% stake in Tepada in late 2000 from
U.K. utility Powergen for GBP110 million. —W.A.

INT’L POWER
(continued from page 1)

taking a view on the forward credit quality of PPA
counterparties and looking to exploit an arbitrage between the
market view and their own internal credit model, he explains.

With the PPAs in place, the Coleto acquisition closed with a
fully underwritten $460 million loan led by Citigroup,
Goldman and J.P. Morgan. 

Those three lenders launched syndication of the deal last
week. The credit has a $105 million 5 1/4 year, pro-rata
tranche priced around LIBOR plus 250 basis points. A term-
loan portion of the deal comprises a two-tranche affair: a
$205 million, seven-year first-lien loan priced at LIBOR plus
250 basis points, and $150 million eight-year second-lien
tranche priced around LIBOR plus 350 basis points. 

One banker, who is looking at the deal, says contracted
paper is so thin in the financing market that a lot of lenders
will likely look at the loan. —Peter Thompson

including stakes in four poultry litter plants; Glanford (14 MW),
Westfield (10 MW), Thetford (39 MW) and Eye (13 MW), the
world’s first such plant. It also owns Elean, a 38 MW straw-fired
generation plant and two wind farms in Yorkshire with a
combined capacity of 16 MW. Lastly, EPRL owns a variety of
biomass projects in varying stages of development in the U.K.,
the Netherlands and the U.S.

The likely price tag of the privately owned company could
not be ascertained, but one market watcher says he’s shying
away from the auction in the belief that the company will be
priced at a rich premium to its book value. As a sophisticated
investor, Electra is only going to sell if it can make a handsome
profit, reasons the investor. He adds Electra has spent the past
two years cutting fat at EPRL and this likely leaves bidders
with little opportunity to boost profits through cost cutting. 

Potential bidders are being asked to submit non-binding
bids by mid August. Shortlisted bidders will be asked to
submit binding offers by the end of October. 

—Will Ainger  
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