
INVESTORS SEE GOLDMAN AS CULPRIT 
IN FALLING CALPINE DEAL 
Several debt investors singled out sole lead arranger Goldman Sachs for criticism last week
after a $750 million second-lien term loan the firm launched for Calpine plummeted by 12-
points within weeks of allocation, according to PFR sister publication Loan Market Week.
Even though the paper, part of a $3.3 billion debt transaction, was starting to climb back up
into the 90s last week, some investors complained that Goldman increased the size of the
deal by too much, stuffed accounts full of the paper and did not support the new deal in the

(continued on page 12)

Top Mirant Exec Departs
Mirant’s v.p.-corporate development has
left the firm, marking the first senior
departure since the troubled company
filed for Chapter 11 bankruptcy
protection.

See story, page 2
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CSFB NEARS PRIVATE EQUITY DEAL 
FOR EMPIRE STATE POWER LINE
Prior to the blackout which knocked out power to swathes of the Northeast last week, Credit
Suisse First Boston was in intensive negotiations with a private equity player to finance a
new $750 million high-voltage network that will run along abandoned train tracks from
upstate New York to New York City, say power bankers close to the deal. CSFB is advising
Albany-based developer Conjunction on the 2,000 MW transmission line project, dubbed
the Empire Connection. The line, which would give a timely boost to New York City’s

(continued on page 11)

DYNEGY LOOKS TO OFFLOAD INT’L 
ASSETS, U.S. QFS 
Dynegy is looking to raise $100-150 million by selling off its international generation
portfolio and also a bundle of minority stakes in U.S. qualifying facility (QF) power plants.
“We’re actively exploring sales in those areas,” Bruce Williamson, president and ceo, said on
an analyst earnings conference call. The Houston-based player expects to close some of the
deals shortly.

Dynegy’s international generation business consist of contracted plants in Costa Rica,
(continued on page 12)

Blackout Aftermath
TRANSMISSION REFORMS EXPECTED TO
GET POLITICAL, REGULATORY BOOST 
State and federal regulatory hurdles that have made investment in the
U.S. transmission network such an unattractive proposition are likely
to come under strong pressure for reform as a result of last week’s
blackout of the Northeast, Midwest and Canada, says industry officials.
While the root cause of last week’s 9,300-square-mile blackout may take

(continued on page 12)
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Web Exclusive 
Williams Cos is looking to sell much
of its trading business within the next
month and has already received a
number of offers, according to CEO
Steve Malcolm.

For the full story go to PFR’s Web site
(www.iipower.com) 
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EKT Readies $200M
Bond Offering

Entergy-Koch Trading was preparing to issue
$200 million in three-year bonds through co-lead underwriters
Credit Suisse First Boston and ABN AMRO as PFR went to
press late last week. Marc Palazzo, a spokesman for EKT,
declined comment. Bankers at CSFB did not return calls.

The deal is something of a rarity, says Wen-Wen Lindroth
Chen, a fixed-income analyst at ABN AMRO in New York.
EKT, which issued around $300 million in bonds in 2001, may
be the only energy trading outfit to have tapped the bond
market, Chen notes. “You don’t see much of this,” she says.
“Trading operations are usually subsidiaries of parent companies
and use the parent’s capital. I don’t recall another pure trading
company issuing bonds.” 

EKT’s consistent ability to generate healthy returns and avoid
the type of scandals that have sunk many of its rivals has given it
the support of bond investors, according to analysts. “I like that
company and the partnership,” says fixed-income analyst Dot
Matthews at New York City-based CreditSights. “Those guys
know what they are doing.” 

Matthews notes EKT has maintained an A rating despite
wide-spread problems in the power trading industry. “That
rating is important for a trading operation because they don’t
need collateral and that keeps costs down.” 

Price talk on the 144a split-rated transaction stood at 100
basis points over comparable Treasuries last Thursday. The
offering has an A3/A rating from Moody’s Investors Service and
Standard & Poor’s, respectively. The Houston-based trading
joint venture will use the proceeds to pay down existing bank
debt, says one investor eying the deal. 

Chapter 11 Claims First Mirant Scalp 
Edwin Adams, senior v.p.-corporate development at Mirant, has
become the first high-level executive to leave the firm since it filed
for Chapter 11 bankruptcy protection on July 14. Adams, reached
at his home in Marietta, Ga., confirmed his departure, declining all
further comment. David Payne, a spokesman for Mirant, also
declined comment. 

Adams was reportedly in charge of the company’s troubled
restructuring efforts, according to two industry officials. 

Adams held positions at Southern Co., First Financial
Management and Chase Manhattan prior to working his way up
through the finance department at Mirant, according to a profile
on Bloomberg. 

AEP & InterGen Look 
To Sell Mexico Plant
American Electric Power and InterGen are looking to sell a
600 MW natural gas-fired plant in Mexico that they jointly own.
AEP has hired WestLB to advise on the process and InterGen is
handling the sale of its 50% stake independently. AEP
spokeswoman Pat Hemlepp says the Mexico plant “[Is] among
the non-core assets we are divesting.” AEP hopes to close the deal
by year-end. Calls to Sarah Webster, spokeswoman at InterGen,
were not returned by press time. 

Hemlepp said the plant went on the market at the beginning of
July and bankers say first round bids are expected at the end of
September. The plant, called El Bajio, is situated 160 miles outside
Mexico City in the municipality of San Luis de la Paz. Some 500
MW of its capacity is under a long-term contract to Mexico’s state-
owned electricity utility, The Comision Federal de Electricidad. 
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Aquila Shortlists QF Bidders
Aquila and its advisor Lehman Brothers are in the process of
notifying prospective buyers whether they have qualified for the
second round of an auction to acquire 13 qualifying facilities. An
official involved in the auction says Aquila has yet to announce to
interested parties a date for completing the second round, but
notes bidders will require several months to complete due
diligence on such a large power plant portfolio. 

The Kansas City, Mo.-based energy player sent out an initial
sale memorandum in June (PFR, 6/15). The portfolio amounts
to 1.49 GW of capacity, of which Aquila owns 671 MW
outright. The portfolio, dubbed UtilCo Group, consists of 12
U.S. qualifying facilities, mostly in California, Florida and the
Northeast, and a small interest in a 14 MW power plant in
Jamaica. Calls to bankers at Lehman were not returned by
press time.

Dominion Unit Upsizes Loan 
Amid Strong Demand
Consolidated Natural Gas, a subsidiary of Richmond, Va.-
based Dominion, is upsizing a targeted $750 million, one-year
loan to $1 billion after commitments in syndication reached
the $1.3 billion mark. The facility, which has fully drawn
pricing of 67.5 basis points over LIBOR, backstops letters of
credit issued in connection with its natural gas hedging
program, says one market official. 

Lead arrangers Barclays Capital and Bank One will wrap
the deal Wednesday with 29 lenders signed up. The loan
replaces a $500 million deal also led by Barclays (PFR, 8/11).
The fully drawn nature of the loan and solid upfront fees
factored in the strong interest, say lenders.

Blaylock & Partners Suspends
Power Coverage
Just 15 months after initiating equity research coverage of the
electric utility and IPP sector, New York-based Blaylock &
Partners has laid off its power analyst, Lasan Johong, and
intends to hire an oil and gas exploration and production
(E&P) analyst to take his place. 

“We’re not focused on the IPP sector anymore,” says John
Tinker, director of research. “It’s a small, brutal space and we
decided that we want more E&P [coverage]. Lasan was really
an IPP guy.” 

Tinker says he is actively recruiting to fill the new position.
Johong says he may look to move over to the buy side, but

has no immediate plans. “It is what it is,” he says. “They

[Blaylock] can’t figure out what they want to do.” Johong says
he worked at Bear Stearns for two years as a junior E&P
analyst and one year as a power analyst before joining Blaylock. 

Calpine Plots Another 
Single-Plant Financing
San Jose, Calif.-based Calpine is shooting for a $270 million
project finance loan to fund a 600 MW combined-cycle gas-
fired plant being built near Hudson, Colo. The deal likely will
be next down the chute after the independent power producer
closes a $230 million mini-perm loan for its 600 MW
Riverside Energy Center in Beloit, Wis. (PFR, 8/11). Market
officials say it doesn’t appear that a lead bank has been assigned
yet and some question whether it will be a bank deal given the
company is shooting for a closing around Labor Day. It’s
possible the deal could be financed via the bond market, says
one banker.

The facility, known as the Rocky Mountain Energy Center,
is due online next June. It has a 10-year base-load contract
with Xcel Energy’s Public Service Co. of Colorado, according
to Calpine’s Web site.

AEP Lines Up Fortis 
To Run $80M Wind Deal 
American Electric Power has hired Fortis Capital to help put
together an $80 million non-recourse loan that will refinance
its 150 MW Trent Mesa wind farm near Abilene, Texas. 

Market officials say Fortis has begun putting out feelers to
gauge other lenders’ appetite for the new renewable power
deal. David Hagelin, spokesman at AEP, says the Colombus,
Ohio, power giant has hired Fortis to help put together a
banking syndicate, adding the deal size has yet to be
finalized. Calls to Fortis were not returned. Fortis led a
$120.7 loan million for AEP’s Desert Sky wind farm earlier
this year (PFR, 3/10).

One market official says the success of the new Trent Mesa
wind financing likely lies in lenders’ acceptance of the wind
farm’s offtake contract with TXU. He notes many of the
European banks that form the core of the wind generation
lending roster may be a bit skittish on TXU after the
company’s well-documented woes in Europe last year. 

Initial price talk on the new deal is in the of 200-250 basis
points range over LIBOR. The loan’s eight-year tenor, which is
far shorter than most wind loans, is probably designed to cast a
wider net within the lending community, says one banker. U.S.
banks have generally seen 10 years as the cut-off point for
wind loans, he adds.
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Tractebel Seals Texas Financing
With Lending Quartet
Tractebel has signed up four more lenders to wrap
syndication of a $100 million non-recourse loan financing
its operational Ennis plant. Kreditanstalt für Wiederaufbau
(KfW), CIC Credit Industriel et Commercial, Natexis
Banques Populaires and HSH Nordbank signed on for
$14.5 million a piece in the club-style syndication, say
market watchers. Lead arrangers DZ Bank and Bank of
Scotland each kept $16 million and Export Development
Canada took a $10 million slug. James Beach, a project
finance official at Tractebel in Houston, confirms the closing
of the deal, but declined to elaborate. Calls to officials at
DZ Bank were not returned.

The bank loan refinances an operational 343 MW gas-
fired plant in Ennis, Texas (PFR, 7/7). The financing is
structured as a seven-year term loan and the plant has a
tolling agreement in place with a Tractebel subsidiary, which
is believed to be Tractebel Energy Marketing. Pricing and
leverage could not be ascertained. One official says
syndication was successful for several reasons including that

the plant is up and running, is being dispatched 24/7 and
that Tractebel is a solid creditworthy sponsor.

El Paso Expects 4Q Wrap 
For Generation Sales
El Paso expects to finalize the sale of its U.S. merchant and
contracted generation portfolio during the fourth quarter.
“We’ve received strong indications of interest with respect to
both the contracted and merchant plants,” Bob Baker,
president of El Paso Merchant Energy, told analysts on the
company’s earnings conference call last Wednesday. Calls to El
Paso were not returned by press time.

Binding bids in the auction of the 27 contracted plants
(PFR, 7/28) are expected at the end of next month, Baker said.
The merchant auction comprises nine debt free plants with a
total capacity of 1,284 MW scattered across the U.S. Final bids
are due in that sale later this month.

As part of its restructuring plan, this year El Paso has sold or
signed final agreements to sell 1,200 MW of generation in
deals valued at $700 million. It is looking to raise $3.4 billion
by year-end in asset sales across the company.

You
read
it
here
first!
We stay ahead
of our competition
so you can stay
ahead of yours.
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CENTRICA ENTERS TALKS TO ACQUIRE

AES U.K. ASSET

Centrica has entered talks with AES to acquire one of its

distressed U.K. merchant energy plants, AES Barry, and

lenders close to the company say a deal could be

hammered out within the next month so long as banks

are willing to take a haircut on the plant’s debt. Calls to

AES Barry were not returned and a Centrica spokesman

declined comment.

One official says Centrica has placed a bid in the

GBP60 million range. For the sale to proceed, non-

recourse creditors to the 250 MW CCGT power plant

in Wales will have to stomach a roughly GBP20 million

loss, says the official, adding some of this loss could

eventually be recouped through the liquidation of the

plant’s tolling counterparty TXU Europe.

A deal would mark Centrica’s second acquisition of a

distressed U.K. power plant in the last two months. In late

FINANCIAL TIMES
JULY 25, 2003
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Midwest Transco Taps 
Long-Dated Bond Mart 
American Transmission Co., the Midwest transmission
player, is looking to close a $100 million two-tranche private
placement of bonds by month end. Dan Doyle, cfo in
Waukesha, Wis., says the company is splitting the deal
between $70 million in 30-year bonds and $30 million of
40-year paper. The financing, which will equate to a funding
rate of 6.79%, is at the long end because ATC is looking to
match debt to the life of the transmission assets it runs, he
explains. ATC began operations Jan. 1, 2001, and owns more
than 8,900 miles of transmission lines with a total
investment of approximately $700 million in portions of
Wisconsin, Michigan and Illinois.

Banc One is leading the note issue and was given the nod
because of the nature of ATC’s short-term lending relationship
with the Chicago-based bank, Doyle says, declining to
elaborate.

Doyle says ATC has executed several private placement
financings and prefers that market at the moment. “One of the
reasons we’re sticking with private placements is that they’re
more flexible,” he says. He likes that deals can be structured in
ways that allow the borrower to draw dawn cash as required.
He also notes that long-end maturities are more readily
available in the private placement space.

The new funds are earmarked to finance investments across
ATC’s transmission network, rather than for any specific
project, says Doyle.

Nevada Utility Issues Pricey Debt 
To Pay Down Maturing Notes
Las Vegas-based Nevada Power, a subsidiary of Sierra Pacific
Resources, sold $350 million in 10-year secured notes last
Thursday, paying a hefty 443 basis point spread over comparable
Treasury notes to execute the offering. The rich yield reflects
Nevada Power’s distressed financial position, notes Swami
Venkataraman, an analyst of Standard & Poor’s. He says the
Public Utility Commission of Nevada’s refusal to allow the utility
to recoup $550 million in deferred power costs incurred during
the California power crisis continues to hurt the company.
Nevada Power spokeswoman Sonya Headon declined to
comment on the issue’s pricing, noting it was a 144a transaction.

Nevada Power, which S&P rates B plus, is paying a 9%
coupon on the par-priced bonds. “Everything the company has
done thus far has been expensive,” says Venkataraman, “They

are doing better, but this is a distressed company. They didn’t
even have enough cash to pay $350 million this fall.” 

Nevada Power has a corporate rating of B plus, but was able
to get a two-notch higher rating on the bonds of BB by
securing the deal, says Venkataraman. Nevada Power’s Headon
says the new offering is secured by a lien on the company’s
property in Nevada.

Proceeds will be used to repay $210 million of 6% unsecured
notes due Sept. 15, and $140 million of general and refunding
mortgage floating rate notes, due Oct. 15, Headon says.

Lehman Brothers and Merrill Lynch underwrote the bond
offering.

Xcel Utility Taps Into Lower 
Coupon Debt
Northern States Power Co.-Minnesota (NSP), a utility
subsidiary of Xcel Energy, tapped the capital markets with a
$375 million two-part offing of first-mortgage bonds, a deal
that effectively refinances a series of higher coupon notes
redeemed earlier this year. 

Dick Kolkmann, managing director of investor relations at
Xcel, says the company has retired several smaller note issues
over recent months. “We wanted to have a [new] issue of
adequate size,” he explains of Northern State’s decision not to
execute a series of small deals.

Despite the negative impact NRG Energy’s bankruptcy has
had on parent Xcel, NSP has been relatively unscathed. “It’s
significant that NSP has been consistently able to land
finance,” says Ellen Lapson, analyst at Fitch ratings in New
York.

The first-mortgage notes were split between a $200 million
issue of three-year 2.875% coupon notes and $175 million of
seven-year 4.75% notes. The joint bookrunners on the deal
were Barclays Capital and J.P. Morgan.

NSP will use the proceeds to repay short-term indebtedness
under its credit facility and funds owed to Xcel, both of which
were used to refinance the higher coupon notes earlier this
year, says Kolkmann. These comprised a $200 million offering
of 7 7/8% paper redeemed July 31, $100 million of 5 7/8%
bonds paid down March 1, and $80 million of 6 3/8 % first
mortgage bonds redeemed April 1. 

Fitch recently upgraded NSP, along with other Xcel utility
subsidiaries, to A minus from BBB plus. Lapson notes the
utilities all have strong stable cash flows and the pressure on
the parent from NRG’s Chapter 11 filing increasingly looks
like it will be limited.

Corporate Strategies
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Viewpoint
Investing In Electricity
In surveying the outlook for U.S. electricity investments, one
question stands out: who will invest in electricity assets in the
wake of the scandals in California, the implosion of Enron and
its cohorts, and the battle royale between federal and state
regulators? The flip answer—“no one”-–is not true. In these
kinds of dysfunctional markets, there are usually two kinds of
investors: those who invest because they can, and those who
invest because they must.

Those who can invest in electricity right now are mostly
financial groups that specialize in buying distressed assets. For
example, Williams (WMB) recently sold its interest in
Williams Energy Partners to a group composed of funds
managed by the Carlyle Group and Madison Dearborn
Partners. Sales like these are almost certain to be on terms that
a few years ago would have seemed ludicrous, valuing power
assets at 25 cents on the dollar of equity invested. The sales are
occurring because companies like Williams, and many others,
are in a “sell or die” situation. Some are choosing to sell
because they believe they have life left in them; others are
choosing to die in the hopes that there is life after death.

Those who must invest are mostly utilities with obligations
to serve their customers. In many cases, we must carefully
distinguish between the obligations these utilities are
recognizing, and the investments they are making. Thus,
Consolidated Edison’s RFP for 500 MW of capacity in New
York City is not an investment, it is rather an
acknowledgement of an obligation to stimulate investment the
old-fashioned way: by making with regulator approval a
commitment to buy a service that will form the backbone of
an investment by someone else. 

In a similar vein, the Federal Energy Regulatory
Commission’s forthcoming rulemaking on electric
transmission policy seems likely to contain a provision granting
to regional transmission organizations the obligation to
develop “transmission plans” which may well turn into
transmission development orders to utilities which may also
turn out to be opportunities for developers. This will be a
variation on the must invest theme and will be a far cry indeed
from the exuberant, market-driven, want to investment that
was envisioned for the electricity industry. 

The Seven Drivers Of Investment In Electricity
It would be naïve to believe this investment climate will
suddenly change. Those who believed in minimal regulation in
electric markets had a chance to make it happen, and they

collectively blew it. 
Intelligent and prudent business people and regulators

now must live in the aftermath and salvage what they can.
Thus, prudent investment plans in electric markets must deal
with the world as it is and as it is likely to evolve over the
next 10 years. That world will contain a variety of well-known
economic hazards, and it behooves all of us to understand
them and to make our plans around them.

We propose that there will be seven (of course!) principal
drivers determining the returns on investment in electricity:

There will be more RTOs than are economically efficient.
Instead of the three major markets that FERC initially
contemplated under a “standard market design,” there will be
many RTOs and a consequent “balkanization” of the U.S.
power market. Not even the Northeast has been able to
organize itself into a single RTO; instead, it remains fractured
into the small New England and New York markets and the
expanding PJM. The investment climate in each of these
markets will be very, very different. We now know that at least
four RTOs will essentially be single-state markets—New York,
California, Florida, and Texas—where state governments will
effectively have veto power over the rules. In the rest of the
country, state governments apparently are to set up regional
councils to figure out how to shape the rules of the game. 

One should not be too sanguine about the expansion
prospects even of PJM. The pushback from the littoral states is
huge, and the prospects for the joint and common market with
MISO are mixed, to say the least. 

Location-based energy price (LMP) markets are here to stay, and
will be imposed on those areas that do not yet have them: in spite
of what we said in #1 above, LMP will ultimately be imposed
everywhere except, possibly, in the parts of the Northwest totally
dominated by hydro resources. LMP is working so well in PJM,
New York, and New England that most of the rest of the country
will ultimately succumb to the basic fact that, where market
forces do work, for goodness sake, use them!

But, capacity markets in most areas will be reregulated or will
remain regulated. While LMP energy markets clearly do work,
capacity markets are believed to be fatally dysfunctional. When
FERC embraced PJM as its favorite market paradigm, it
overlooked the fact that PJM’s uniquely well-integrated
transmission grid made its capacity markets a poor model for
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other areas where the transmission systems are different. 
The capacity market in PJM actually works well; it has

“failed” only in the sense that overbuilding has driven capacity
values to near-zero levels. To hard-pressed owners of bankrupt
generation, this is of course a market failure. To economists, it
is evidence that the market is working well. We suspect PJM is
not unhappy with its capacity policy and that generators are
gradually learning to recover part of their capacity costs in
their energy trading strategies. 

In other pools, however, capacity market cannot be allowed
to fail to the extent that developers stop developing. New York
cannot afford to play chicken with the electric system of New
York City, hence it has developed the nation’s best reregulated
capacity market policies. It recognizes the need to impose
“locational capacity requirements” and to prevent small
surpluses in capacity to cause capacity values to “fall off the
cliff.” Hence, New York has implemented a “capacity demand
curve” that essentially imposes capacity price floors and
ceilings. In spite of these changes, however...

Merchant power facilities will be excessively devalued: investors,
especially those from outside the industry, properly see the
power sector as fraught with regulatory risk, moral hazards, and
principal agent problems. To account for those, they will raise
the discount rate used in their appraisals, causing their bid
values for power plants and other assets to be much lower than
they would be in the absence of these factors. To be specific, the
discount rates will be raised to compensate for the following
three risks:

The regulatory risk needs little elaboration: FERC’s weaving and
bobbing, state-level politics, and (increasingly) the politicization
of RTOs themselves constitute important risks. There is and
should be little faith in the constancy of policy and regulation.
Electricity will be fraught with the problem economists call
“regulatory capture”, a term used to describe a situation in which
regulators serve the interests of the regulated rather than the
interests of consumers. For independent investors in electricity, the
concern will center on the threat that the incumbent utilities will
co-opt the regulatory process. For utilities themselves, the concern
is that the independent investors will somehow regain the clout
they had when Enron was still around and was, arguably, the
most influential voice in energy policy.

The moral hazard (strictly defined as principle that says that
“those who purchase insurance have a reduced incentive to
avoid what they are insured against” but more broadly felt in
many various ways) will afflict electricity in numerous ways.
For example, we suspect there will be excessive, subsidy-driven

investment in “green power.” That power will grant capacity
revenues to plants that will operate intermittently. When they
do operate, they may adversely affect the economics for
“normal” facilities in ways that make financing normal (non-
subsidized) facilities more and more difficult. 

The principal agent problem will make life much more difficult
for merchants in some areas: This problem exists in “any situation
in which one party (the principal) needs to delegate actions to
another party (the agent), and thus wishes to provide the agent
with incentives to work hard and make decisions about risk that
reflects the interests of the principal.” This is a first cousin of
regulatory risk, except that it affects RTOs themselves, which are
not regulators. In electricity, investors will fear that those RTOs
that represent a single state (the afore-mentioned New York,
California, Texas, and Florida cases) will operate primarily to
benefit their state public service commissions. Independent
investors fear multi-state RTOs will be operated primarily to
benefit incumbent transmission providers. 

Conclusions: A Future Of Firm 
Versus Variable Returns
These seven drivers of investment in electricity will jointly
create, not one, but a variety of geographic investment
opportunities and complications. At its very essence, they
consign power markets to a hybrid system of market and
regulated returns on investments. A power plant in New York
City, for example, will draw firm revenues from capacity
contracts with ConEd, and variable revenues from the
locational market prices created by supply and demand.

In the end, investors in electricity assets, not to mention in
electricity companies, are well-advised to base their valuations
on the ratio of firm to variable revenues. In the most heavily
regulated areas, the returns will be primarily or totally firm; in
the least heavily regulated areas, they will be mostly variable.
Even the apparently firm revenues, however, will be prey to
concerns about regulatory risks.

Thus, where 10 years of deregulation and restructuring has
left us is a power market in which investors de-rate even firm
revenues, and look at variable revenues as among the most
speculative in the U.S. economy. Investors will use very high
discount rates whenever they deploy capital to buy power
plants and transmission assets, or venture into the retail arena. 

The bottom line for investors? All electricity investments are
ultimately local. All will be hybrids of regulated and market
risks. Some will provide exceptional opportunities. 

This week’s Viewpoint was written by Edward Krapels, director
at Energy Security Analysis, Inc. in Boston.
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Generation Auction & Sale Calendar
Following is a directory of ongoing generation asset sales. The accuracy of the information, which is derived from many
sources, is deemed reliable but cannot be guaranteed. To report new auctions or changes in the status of a sale, please call
Will Ainger, managing editor, at (44-20) 7303-1735 or e-mail wainger@euromoneyplc.com.

Seller Plants Location MW Plant Type Advisor Status
AEP Fiddler’s Ferry U.K. 2,000 Coal N/A Intention to sell.

Ferry Bridge U.K. 2,000 Coal

American Electric Power Barney M. Davis Texas 697 Gas/oil CSFB Launched sale process in June 
E.S. Joslin Texas 254 Gas/oil as part of deregulation 
J.L. Bates Texas 182 Gas/oil of Texas market.
Laredo TExas 178 Gas/oil
Lon C. Hill Texas 559 Gas/oill
Victoria Texas 491 Gas/oil
La Palma Texas 255 Gas/oil
Nueces Bay Texas 559 Gas/oil
Coleto Creek Texas 632 Coal
Oklaunion Texas 54 (7.8%) Coal
Eagle Pass Texas 6 Hydro
South Texas Texas 630 (25%) Nuclear

AES Yarra Power Station Australia 510 Gas - Has appointed an advisor.
Jeeralang Australia 449 Gas
Mt Stuart Australia 288 Gas

AES Barry Barry U.K. 250 Gas N/A Centrica has tabled a bid.

AES Fifoots Point Fifoots Point U.K. 363 Coal KPMG (Administrator) Looking to sell plant.

Allegheny Energy Supply Armstrong Penn. 356 Coal J.P. Morgan Ongoing.
Hatfield Penn. 1,600 (75%) Coal
Mitchell Penn. 442 Coal

Alliant Energy Southern Hydro Victoria, Australia 500 Hydro N/A Intention to sell.

Aquila Koma Kulshan Wash. 14 (49.9%) Hydro Lehman Bros. Launched Sale in June.
Stockton Cogen Calif. 60 (50%) Coal
BAF Energy Calif. 120  (23%) Gas
Badger Creek Calif. 50 (48.8%) Gas
Lake Cogen Fla. 110 (99.9%) Gas
Pasco Cogen Fla. 108 (49.9%) Gas
Orlando Cogen Fla. 126 (50%) Gas
Rumford Cogen Me. 85 (24.3) Coal
Topsham Me. 14 (50%) Hydro
Selkirk Cogen N.Y. 345 (19.9) Gas
Onondaga Copgen N.Y. 91 Gas
Mid-Georgia Cogen Ga. 306 (50%) Gas
Jamaica Private Power Jamaica 65 (21.4%) Diesel

BP Great Yarmouth U.K. 400 Gas J.P. Morgan Intention to sell.

Calpine Watsonville Calif. 30 Gas Citigroup Is looking to sell portfolio of contracted QFs.
Greenleaf I Calif. 50 Gas
Greenleaf II Calif. 50 Gas
Agnews Calif. 29 Gas
Parlin N.J. 118 Gas
Morris Ill. 177 Gas
Bethpage N.Y. 54 Gas
KIAC N.Y. 105 Gas
Stony Brook N.Y. 40 Gas
Auburndale Fla. 153 Gas
Grays Ferry Penn. 148 Gas

CenterPointEnergy Texas Genco portfolio Texas 14,175 Variety - Reliant Resources has option to 
(12 plants) purchase portfolio in early 2004

Cinergy Cinergetika Czech Rep. 230 CHP J.P. Morgan Expects to sell assets shortly.
Energetika Chropyne Czech Rep. 48 CHP
EPR Ely U.K. 36 Straw
Moravske Teplamy Czech Rep. 410 CHP
Pizenska Energetika Czech Rep. 406 CHP
Redditch U.K. 29 Gas
Teptama Otrokovice Czech Rep. 349 (11%) CHP

pfr.08.18.03  8/16/03  3:24 PM  Page 8



August 18, 2003 www.iipower.com Power Finance & Risk

Copying prohibited without the permission of the publisher. 9

CMS Energy Loy Yang Melbourne, Australia 2,000 Coal Not chosen Announced intention to sell.
Ensenada Argentina 128 Gas-fired J.P. Morgan
CT Mendoza Argentina 520 Gas-fired J.P. Morgan
El Chocon Argentina 1,320 Hydroelectric J.P. Morgan

Duke Energy North America Lee Energy Ill. 640 Gas J.P. Morgan
Bridgeport Energy Conn. 480 (67%) Gas
Grays Harbor (in construction) Wash. 650 Gas
Deming Energy (in construction) N.M. 570 Gas
Moapa Energy Nev. 1,200 Gas
Griffith Energy (50%) Ariz. 600 Gas
Maine Independence Maine 520 Gas

El Paso Europe Enfield U.K. 396 (25%) Gas No Advisor Looking to exit Europe.
EMA Power Hungary 70 Coal
Kladna Czech Rep. 350 Coal

El Paso North America Barstrop Texas 543 (50%) Gas Citigroup Final bids due late summer.
(merchant assets) Bayonne N.J. 171 Gas

Camden N.J. 150 Gas
CDECCA Conn. 58 Gas
Fulton N.Y. 45 Gas
Newark Bay N.J. 123 Gas
Pawtucket R.I. 67 Gas
Rensselaer N.Y. 79 Gas
San Joaquin Calif 48 Gas

El Paso North America Ace Calif. 100 (48%) Coal Banc of America Launched Sale in June.
(Contracted assets) Mt Poso Calif. 50 (16%) Coal

NCA 1 Nev. 86 (50%) Gas
Front Range Colo. 480 (50%) Gas
Badger Creek* Calif. 46 (26%) Gas
Bear Mt* Calif. 45 (51%) Gas
Chalk Cliff* Calif. 45 (51%) Gas
Corona* Calif. 50 (20%) Gas
Crockett* Calif. 240 (5%) Gas
Double C* Calif. 46 (26%) Gas
High Sierra* Calif. 46 (26%) Gas
Kern Front* Calif. 46 (26%) Gas
Live Oak* Calif. 45 (51%) Gas
McKittrick* Calif. 45 (51%) Gas
Cambria Penn. 85 Coal
Colver Penn. 100 (28%) Coal
Gilberton Penn. 80 (10%) Coal
Panther Creek Penn. 82 (50%) Coal
Dartmouth Mass 68 Gas
MassPower Mass 252 (50%) Gas
Midland Cogen Miss. 1,500 (44%) Gas
Prime N.J. 66 (50%) Gas
Mid-Georgia Ga. 300 (50%) Gas
Mulberry Fla. 115 (46%) Gas
Orange Fla. 96 (50%) Gas
Orlando Fla. 114 (50%) Gas
Vandola Fla. 680 (50%) Gas

Endesa Conatillor Chile 172 Hydro N/A Ongoing.

Fife Power Fife U.K. 115 Coal KPMG (Administrator) El Paso placed plant in administration.

IVO Energy Grangemouth U.K. 130 Gas - Looking to refocus in Nordic region.
Edenderry Ireland 120 Peat

Mirant Kendall Mass. 270 Oil CSFB Ongoing.
Shady Hills Fla. 474 Gas BofA Ongoing.
West Georgia Ga. 640 Gas
Bosque County Texas 538 Gas Looking for advisor to assist with sale.
Wichita Falls Texas 77 Gas Looking for advisor to assist with sale.

NRG/Xcel Gladstone Power Australia 1,500 (37.5% stake) Coal ABN AMRO Awaiting bids.
(Asia) Flinders Australia 760 Coal

Loy Yang A Australia 2,000 (25% stake) Coal Sale agreed.
Hsinchu Taiwan 400 (60% stake) Gasfired

Generation Auction & Sale Calendar (cont’d)
Seller Plants Location MW Plant Type Advisor Status
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NRG/Xcel Lanco Kondapalli India 340 (30% stake) Gas/Oil
(Asia) Collinsville Australia 192 (50% stake) Coal

NRG/Xcel TermoRio Brazil 1040 (50% sake) Gas Deutsche Bank Awaiting bids.
(Latin America) COBEE Boliva 220 (98% stake) Hydro/Gas

Itiquira Energetica Brazil 160 (98% stake) Hydro
Cementos Pacasmayo Peru 66 Hydro/Oil
Bulo Bulo Bolivia 90 (60% stake) Gas-fired
Cahua Peru 45 Hydro

NRG/Xcel CEEP Poland 10 (10% stake) - Goldman Sachs Has already sold two Eastern European plants.
(Europe) Enfield U.K. 380 (25%) Gas-fired Awaiting further bids.

MIBRAG Germany 238 (50% stake) Coal
NRG/Xcel Big Cajun II La. 2,400 (90%) Coal - Has shortlisted three bidders.
(U.S.) Pike Miss. 1,192 Gas Shaw Group to take over.

Batesville Miss. 1,129 Gas
Brazos Valley Texas 633 Gas
Kaufman Texas 545 Gas
Big Cajun La. 458 Gas
McClain Okla. 500 (77%) Gas OG&E agreed to buy.
Bayou Cove La. 320 Gas
Sabine River Texas 420 (50%) Gas
Sterlington La. 202 Gas
Mustang Texas 485 (25%) Gas
Pryor Cogen Okla. 88 (20%) Gas
Timber Fla. 13.8 Biomass 
Power Smith Okla. 80 (9.6%) Gas 

Oman (Ministry of Housing, Rusail Oman 730 Gas CSFB -
Electricity & Water) Ghubratt  Oman 507 CHP

Wad AlJazzi Oman 350 Gas

Ontario Power Generation Lennox Ontario 2,140 Oil, gas Merrill Lynch & Ongoing.
Lakeview Ontario 1,140 Coal Scotia Capital
Atikokan Ontario 215 Coal
Thunder Bay Ontario 310 Coal

PESG Global Tanir Bavi India 220 (74%) Naphtha - -
Karpatalsm India 330 (20%) Naphtha

PG&E National Energy Group Bear Swamp Mass. 599 Hydro Ongoing.
Masspower Mass. 267 Gas
Salem Harbor Mass. 745 Coal & Oil
Pittsfield Mass. 173 Gas
Brayton Point Station Mass. 1,599 Coal  
Manchester Street Station R.I. 495 Gas

Polish Treasury Elektroncieplownie Poland CHP - Ongoing.
Pozpnanskie

Reliant Resources Argener Argentina 160 CHP

SG-led bank group Athens N.Y. 1,080 Gas Blackstone First round bids closed July 9.
(NEG developed plants) Covert Mich. 1,170 Gas

Harquahala Mass. 1,092 Gas
Millenium Mass. 360 Gas

Tractebel North America Ripon Cogeneration Calif. 49 Gas Navigant Launched sale in May.
San Gabriel Calif. 41 Gas

TXU Lake Creek Texas 323 Gas Merrill Lynch Reviewing sales strategy.
Tradinghouse Texas 1,340
River Crest Texas 110
Mountain Creek Texas 893
Parkdale Texas 327
North Main Texas 123

Monticello Texas 1,900 Coal Merrill Lynch Is looking to sell an undisclosed number of 
Martin Lake Texas 2,250 its coal assets.
Big Brown Texas 1,150
Sandow Texas 545

TXU Europe Shotton U.K. 229 CHP PWC Awaiting bids.

Generation Auction & Sale Calendar (cont’d)
Seller Plants Location MW Plant Type Advisor Status
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creaking power infrastructure, would bring electricity down from
Canada and a new PSEG Power natural gas-fired plant in
Albany by 2005. 

CSFB spokesman Pen Pendleton confirmed the bank has
been hired to advise on the deal. Conjunction CEO Steven
Mitnik did not return calls by press time. 

The project, which has been on the drawing board for several
years, has been delayed by concerns from environmental groups. 

A banker at CSFB says the bank hopes to lock in the private
equity firm—which he declined to name—by the fourth quarter,
but the capital structure of the $750 million transmission project
is still up in the air. The project could be financed on a non-
recourse basis, he says, “by which it would probably be 70%
levered.” Alternately, the private equity firm could fund the deal

with a equal split of public bonds and equity. “The key is to lock
the private equity in place and go from there,” he says. 

The banker says Conjunction does not have a power supply
contract in place. “They know how capacity and transmission
constrained New York is,” says the banker, “and they are quite
confident that this will go over well.” 

Neil Brown, a spokesman at PSEG Power, says the
company is building a 750 MW gas-fired generation facility in
Albany, to replace the Albany Steam Station. The new plant,
which is scheduled to come on line by 2005, has yet to ink
any offtake contracts. 

He adds that another PSEG project to lay a 600 MW
transmission line from the company’s Bergen Generation plant
in New Jersey to Manhattan is still under development, contrary
to rumors that the project had been dropped. “We are almost
finished with the permitting,” he says, “We just need to decide
on the investment aspect.” —Nina Sovich

CSFB NEARS 
(continued from page 1)

Financing Record (AUGUST 7 - AUGUST 13)

Bonds
Date Maturity Issuer Amount ($ mil) Offer Price Type of Security Coupon (%) Spread to Benchmark Moody’s S&P Bookrunner(s)
8/11/03 9/16/13 Aare-Tessin fuer Elektrizitaet 147 100.27 Fxd/Straight Bd 3.125 - NR NR UBS 
8/13/03 8/18/13 Nevada Power(Sierra Pac Res) 350 100 Mortgage Notes 9 - Ba2 BB Merrill Lynch/Lehman/M&A

M&A
Date Announced Target Target Advisors Target Country Acquiror Acquiror Advisors Acquiror Country Deal Value ($mil)
8/7/03 Agac - Italy Meta - Italy -
8/7/03 AMPS - Italy Meta - Italy -
8/8/03 Shell Gas - Brazil Ultrapar Participacoes - Brazil 58.559
8/12/03 Epic Energy-Gas Pipeline Asset - Australia Australian Pipeline Trust - Australia -

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

SUBSCRIPTION ORDER FORM

1. FAX: 212-224-3671
2. TEL: 212-224-3570
3. EMAIL: USHOTLINE@IINVESTOR.NET

4. WEB: WWW.IIPOWER.COM

5. MAIL: INSTITUTIONAL INVESTOR NEWS

THE HOTLINE, 8TH FLOOR

225 PARK AVE SOUTH

NEW YORK, NY 10003

❑YES! Please send me 1 year (51 issues) of Power Finance & Risk at the special price of $2,195*. Once I have

subscribed I can select a permanent User ID and Password to the website www.iipower.com at no extra charge.

NAME

TITLE FIRM

ADDRESS

CITY/STATE POSTAL CODE/ZIP COUNTRY

TEL FAX E-MAIL

Options for payment:

Bill me      Check enclosed (please make check payable to Institutional Investor News)

I am paying by credit card: Visa Amex Mastercard

CREDIT CARD NUMBER EXPIRATION DATE SIGNATURE

The information you provide will be safeguarded by the Euromoney Institutional Investor PLC group, whose subsidiaries may use it to keep you informed of relevant products and services. We occasionally
allow reputable companies outside the Euromoney Group to mail details of products which may be of interest to you. As an international group, we may transfer your data on a global basis for the
purposes indicated above.

( ) Please tick if you object to contact by telephone. ( ) Please tick if you object to contact by email.

( ) Please tick if you object to contact by fax. ( ) Please tick if you do not want us to share your information with other reputable businesses.

FIVE EASY WAYS TO ORDER:

Fuel Cell Co. Seeks Funds
To Stave Off Bankruptcy
ZeTek Power, a London-based fuel cell
developer, is looking to raise $10-12
million in private equity by Dec. 7 to
fend off bankruptcy. The company was
pushed to the brink of collapse last
month when one of its private equity
investors, Texaco, decided to walk
away from a private financing round.

See story, page 3
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DUKE SEEN BUYING CMS PLANT DOWN UNDER
Duke Energy International is close to purchasing CMS Energy’s 50% stake in a 
2,000 MW coal-fired plant in Australia, says an official familiar with the matter. While
neither party would comment on the pending asset sale, Peter Barnett, a spokesman at
CMS in Dearborn, Mich., says it is close to finding a buyer and could announce a sale
before year-end. Jennifer Epstein, a spokeswoman at Duke Energy in Atlanta, referred
calls to spokespeople at its international division in Houston, who did not respond. 

CMS put its stake in the Loy Yang power plant up for sale in the first quarter of last
year and last December decided to write down its entire $267 million equity
investment in the Melbourne-based facility. “We have decided to exit the generation
market in Australia because it has not been as profitable as we initially expected,” says
Barnett. He adds CMS has not set a specific price tag on the plant and declined to

(continued on page 12)

LONDON UTILITY READIES $1.4B MTN 
PROGRAM TO FUND TXU ACQUISITIONS
London Electricity, the holding company for Electricité de France’s U.K. generation,
supply and wire assets, is in the process of arranging a GBP1 billion ($1.42 billion)
medium-term note program and is considering tapping the shelf shortly to refinance
some GBP500 million of recent acquisition costs.

Steve Bott, group finance manager in London, says the utility has hired BNP
Paribas to arrange the program and may use the French bank to underwrite the first
bond deal. “Bankers being bankers, [BNP] will no doubt want to lead the deal, but
nothing has been decided.” Any bond offering is unlikely to hit the market before

(continued on page 12)

TRIO OF COMPANIES NEARS EPA DEAL, 
BOND FINANCING LIKELY
Several major U.S. power companies, including Cinergy, PSEG Power and South
Carolina Public Service Authority, are close to reaching agreements with the United
States Environmental Protection Agency about cutting SO2 and NOx emissions from
their coal-fired generation units, a move that could result in several hundred million
dollars in bond financing. “In the main we’re looking at old, small, dirty units being
shut down and larger units refurbished,” according to an attorney at the EPA in
Washington, D.C. 

Cinergy has estimated the cost of buying and installing new pollution control
equipment at $1.4 billion, but this figure does not include the cost of shutting down or

(continued on page 12)
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Quote Of The Week
“It is what it is.”—Former utility equity Lasan Johong taking a
philosophical approach to a decision by his employer, Blaylock &
Partners, to get out of utility research (see story, page 3).

Panama, Jamaica and Honduras with 270 MW of gross output,
says company spokesman John Sousa. The facilities were
acquired as part of its merger with Illinova in 2000.

Further details of the intended QF sales could not be
determined by press time. Williamson characterized the sales as
an effort to reduce non-strategic minority interests. —P.T.

DYNEGY LOOKS
(continued from page 1)

weeks to fully uncover, the creaking nature of transmission
infrastructure already has taken center stage. “It clearly highlights
the need for significant investment in transmission,” argues Kirk
Edelman, cfo at TRANSLink Transmission, the proposed for-
profit independent transmission company (ITC). 

The transmission sector is widely seen as suffering from chronic
under-investment. “[U.S.] transmission is just not very interesting
for entrepreneurial investors,” says Fiona Woolf, partner at London
law firm Cameron McKenna and an expert on transmission
systems around the globe. She explains the tariff structures in place
do not provide sufficient rates of return to mobilize new capital. 

“We will hear plenty of calls for re-regulation,” predicts Tony
Gordon, former head of AIG Energy in New York, but last
week’s cascading blackout was not the result of deregulation or a
lack of generation capacity. Rather, Gordon says, under the
current regulatory environment there is minimal economic
incentive for T&D owners to stump up the significant capital
expenditure required to upgrade the network. 

Karl Miller, senior partner at New York energy boutique
Miller, McConville, Christen, Hutchison, & Waffel, concurs.
“The transmission systems must be forced to separate from the
vertically integrated utilities as they will not spend the capital
necessary to upgrade the systems,” he wrote in an e-mail to PFR.
“This can only be forced to happen through regulatory change,
not re-regulation,” he adds. MMC is a joint venture partner with
Trans-Elect, a privately funded transmission company. 

Over a three year period to 2005 distribution investment will
be some $54.5 billion short of what is needed to fully upgrade
the system, and there is also an additional $21.3 billion shortfall
for transmission investments, according to a recent report by
consultants R.J. Rudden Associates. 

Among rules that are restricting investment are Federal
Energy Regulatory Commission-mandated fixed rates of return
that dis-incentivize merchant transmission and state regulators’
reluctance to allow the transfer of utility-owned assets to for-
profit operators that would invest in upgrades.

Woolf, who has advised on U.S. merchant transmission

TRANSMISSION REFORMS
(continued from page 1)

projects, says U.S. regulation doesn’t allow transmission operators
to keep part of the returns gained through increased efficiencies,
noting the rules only allow a fixed rate of return. 

Outside the merchant transmission world, some initiatives
that have FERC support have hit state regulatory hurdles.
TRANSLink, for instance, has been trying to get state approval
to transfer the transmission assets of its 10 utility backers to the
new ITC. Regulators in Minnesota and Iowa are among those
to have turned down initial requests to approve the transfer
because they do not want to give up control of the assets (PFR,
7/28). Edelman thinks the outage is going to be a wake-up call
that may lead those regulators—and state legislators—to revisit
the issue. —Peter Thompson & Victor Kremer

secondary market. Calls to Steve Hickey, head of Goldman’s
U.S. loan trading team, were referred to a loan sales official, who
did not return calls by press time. Rick Barraza, Calpine’s v.p. of
investor relations, declined to comment.

“Clearly, there was [a] disconnect between how the deal was
marketed to us and how the deal was completed,” said another.
But some investors admit they are peeved simply because they
took a hit on the deal. “Honestly, we’re not happy because we
lost money,” said one investor. 

Market players suggest that Goldman exaggerated the size of
the book, claiming that the deal was three times oversubscribed.
But when investors put in for allocations, they were hit with a
large portion of what they asked for, rather than getting cut
back—as would be expected in an over-subscribed deal.
“[Goldman] just jammed it in there,” said one buysider. But
another noted that investors played their part by asking for
larger allocations. 

Some observers assert that market fundamentals played a
strong role in depressing the prices for the new term loan. “It’s
tough to look at the market and think that it shouldn’t come off
because you look at the Treasury market, which has come off
about 100 points,” says one investor.  Moreover, there was
pressure on the energy sector as a result of Mirant filing for
bankruptcy and weaker reported numbers from companies
including, Reliant Resources. Finally the sheer size of the
$3.3 billion transaction makes it more reactive to market ebbs
and flows, notes one market player. —Molly Jackson Sell

INVESTORS SEE
(continued from page 1)
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