
AQUILA EYES SALE OF 1.2 GW MIDWEST 
PEAKING PORTFOLIO
Aquila is considering the sale of three Midwest peaking plants in Illinois and Mississippi,
as part of ongoing plans to exit the deregulated power business, but it will likely wait for
the market valuation of such power stations to improve before putting the plants under
the hammer. 

Rick Dobson, cfo, says the Kansas City, Mo.-based utility would like to complete the
sale of the gas-fired plants by the end of next year, but adds it will only countenance a

(continued on page 2)

CITI, ABN PITCH $500M NON-RECOURSE
MERCHANT DEAL FOR BRASCAN
Leads Citigroup and ABN AMRO are sounding out a limited group of lenders for a
$500 million non-recourse bridge loan to fund Brascan Corp.’s acquisition of upstate
New York generation assets from Reliant Energy. Financiers say the deal marks the first
time in a couple of years that commercial banks have brought merchant asset financing
to the market. Merchant project financing essentially evaporated post-Enron as the power
plant building binge slashed billions of dollars from asset valuations. 

(continued on page 7)

Sweet!
NESTLÉ EYES ENERGY MARKETS HEDGING DEBUT
Nestlé is considering hedging its global exposure to fluctuating energy prices. The Swiss
giant has exposure to electricity, fuel and oil on many levels, such as transportation,
manufacturing and overhead costs. Nestlé officials would not comment, but an analyst
estimates Nestlé’s energy exposure is just below EUR2 billion (USD2.44 billion). 

In the last nine months the corporate has been looking closely at how it can accurately
hedge energy exposure, in a move away from its current strategy of fixing prices with

(continued on page 8)

IRISH DEVELOPER INKS PLANT FINANCING 
AS RWE PROVIDES ENERGY CONTRACTS
The Republic of Ireland’s Tynagh Energy has signed some EUR300 million ($365 million)
of non-recourse financing to fund the construction of a 400 MW gas-fired power plant in
County Galway after inking a long-term gas-supply contract and a tolling agreement with
RWE Trading. The latter deal also marks RWE’s first trade in the Republic’s increasingly
deregulated power sector.

Tynagh, a joint venture between Dublin-based Mountside Properties and Turkish
(continued on page 8)
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Web Exclusive 
Prospect Energy is in talks to acquire
stakes in companies in the energy
market after completing a $105 million
IPO this summer. The investor is
targeting mezzanine investments that
offer a double-digit yield and upside
equity exposure.

For the full story go to PFR’s Web site
(www.iipower.com) 
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EDF Loses Senior Oil Trader
Homan Amiry, senior oil trader at EDF Trading, has left the London-based
firm to join a rival trading outfit. Amiry could not immediately be reached for
comment and officials at EDF declined to comment. 

Amiry joined EDF Trading in February 2002 after brief spells at Standard
Bank and Enron Europe in London, where he worked in commodity markets
risk management. 

Deutsche Bank Seen Paying $111M 
For Enron Claim
Deutsche Bank reportedly acquired the roughly $220 million Enron claim of a
New England waste management company that was auctioned two weeks back
for $111.2 million, implying a $24 million premium to the anticipated price
envisaged under Enron’s already announced bankruptcy settlement. The sale
price of the Connecticut Resources Recovery Authority (CRRA) claim equates
to 50.2% of its face value.

Five bidders participated in the auction and the cover bid was around the
49 5/8 context, according to market participants (PFR, 8/30). An official at
Deutsche Bank declined comment.

CRRA decided not to wait for the end of the process to get a settlement
from the bankruptcy court. By selling the claim, CRRA accelerated the
reception of the funds, a company spokesman explains, noting it could take
years to get the money back through the bankruptcy process. 

Three years ago, CRRA and Enron sealed a deal under which the energy giant
agreed to pay CRRA $28.5 million per year for 12 years for power generated at
its Mid-Connecticut Project, a CRRA plant that transforms trash into energy,
while Enron received an upfront payment of approximately $220 million. 

Enron declared bankruptcy after making only eight monthly payments.
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sale at the right price. The merchant plants have a book value of roughly
$480 million, “but they’re worth much less than that from a sales
perspective,” he predicts.

Still, Dobson says that the facilities are ideally located and efficient, adding
they require only $8 million a year to support.

A recent equity research report from Lehman Brothers notes the $480 million
book value of the three plants equates to roughly $400 per KW, but continues
that they’re probably only worth around $100-200 per KW in today’s weak power
market. 

The two plants in Illinois, Raccoon Creek and Goose Creek, are located
100 miles north of St. Louis, while Crossroads Energy Center is in Clarksdale,
Miss. The three plants each have roughly 340 MW of installed capacity. Aquila
has yet to select a bank to advise on the sale of the plants, says Aquila
spokesman Al Butkus. —Christine Idzelis 

AQUILA EYES
(continued from page 1)
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Energy Trader Leaves UBS
Robin Eves, managing director of crude oil trading, has left
UBS. Eves was based in Stamford, Conn. and reported to
Simeon Schwartz. Schwartz could not immediately be reached
for comment. Kris Kagle, UBS spokesman, said in an e-mail
that the firm’s crude trading area will temporarily report to
Mike Grigsby, head of energy trading for the Western U.S.
Kagle declined to comment on why Eves left the firm or give a
timeframe for replacing him. 

ABN Adds Oil Marketer
Bill Foley, a veteran oil and gas marketer at Deutsche Bank
in New York, is set to join ABN AMRO’s nascent New York
energy trading operation. Foley is the second energy marketer
to make the move in as many months. In August Bruno
Stanziale, senior energy marketer at Deutsche Bank in New
York, also joined the Dutch bank (PFR, 9/16). Foley could
not be reached for comment and ABN spokeswoman
Kimberley Williams did not return calls. Stanziale declined
to comment.

Market watchers say Bruno spent some three and a half
years at Deutsche Bank, primarily marketing oil derivatives.
Prior to that he was a power and gas marketer at NYMEX. He
also spent stints on the commodities desks at Merrill Lynch
and Chase Securities. 

MMC, Morris Energy Bag El Paso
Garden State Plants 
MMC Energy and Morris Energy have acquired three merchant
plants from El Paso Corp. in New Jersey. John Burges, cfo of
MMC and chairman of New Market Power, the special purpose
entity created to own and operate the plants, says the acquisition
closed last Wednesday. He declined to comment on the price,
but market watchers had been predicting the merchant plants
would sell for little more than $20 million because of weak
wholesale prices in the region (PFR, 6/21).

While much of the U.S. East Coast is awash with excess
generation capacity, Burges says the plants, one of which is
located across the Hudson River from New York City, are in
relatively tight pockets of PJM East. “They’re located in some
of the most attractive markets in the U.S.,” says Burges. He
adds the plants, as former qualifying facilities, have been very
well maintained by El Paso.  

As first reported on PFR’s web site last Wednesday
(www.iipower.com), Trust Co. of the West and a N.J.-based
venture capital shop Think Investments Inc. have financed the
acquisition through a combination of equity and hybrid

mezzanine debt, Burgess says. Bayonne (171 MW), Camden
(150 MW) and Newark Bay (123 MW), are gas-fired
merchant plants that came on line in 1988, 1993 and 1993,
respectively. Citibank has been shopping the facilities along
with six other El Paso merchant plants for the better part of
two years.

The deal is one of the first merchant acquisitions to close in
recent years, and Burges says the plan, for the time being at
least, is to operate the plants on a merchant basis and sell
power into the spot market. 

Dennis Clarke, a founding partner at Morris, will serve as
ceo at New Market.

BNP Seen Losing Scheduler
Kelvin Milgate, a power trading scheduler and operations
official at BNP Paribas in London, is reportedly set to leave
the French bank. Market watchers say the ex-Aquila Energy
staffer announced his resignation at the end of last month
and is set to leave the firm shortly. PFR was unable to
ascertain whether Milgate is about to join a rival trading
desk. Reached at BNP last week, Milgate declined comment
on his plans. Rob Kelvey, head of power trading, also
declined comment.

BNP’s London-based energy trading operation has suffered
several departures in recent months, most recently losing
Hakan Kocayusufpassoglu, a senior options trader, to ABN
AMRO in London, where he will rejoin former BNP
commodity heads Wayne Harburn and Vincent Chevance,
who joined ABN last year (PFR, 9/16).

Texas Genco Acquirers Set 
To Launching Financing
GC Power Acquisition, the private equity consortium
buying Texas Genco, is expected to come to market later
this month with the $2 billion financing to close the deal.
The group, which includes Kohlberg Kravis Roberts, Texas
Pacific Group, The Blackstone Group and Hellman &
Friedman’s, is buying CenterPoint Energy’s 70% stake in
the Lone Star generator (PFR, 7/24). The exact form of the
financing could not be determined, but it will likely be a
mix of bonds and loans targeted at institutional investors,
says one industry official.

The $3.65 billion acquisition gives the consortium 12 plants
with output from the 14 GW portfolio only contracted
through 2006. Morgan Stanley, Goldman Sachs and
Deutsche Bank, who all advised the equity players, are
expected to take a role in the financing.
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Aquila Bolsters Balance Sheet With
Stock, Convertibles Offering 

Aquila issued $102 million shares of
common stock and $345 million of
mandatory convertible bonds late last month
in a move designed to bolster its cash
liquidity profile, cut its interest rate burden,
and also keep Kansas and Missouri state
energy regulators content. “It’s a balancing
act between stabilizing the company and

fostering and improving [Aquila’s] regulation relationships,”
explains CFO Rick Dobson. 

The Kansas City, Mo.-based utility is still evaluating how
best it might deploy the $447.4 million of proceeds, but it’s
considering paying down $110 million of gas contracts,
reducing long-term debt and exiting an out-of-the-money
tolling arrangement with Elwood, a peaker plant in Illinois,
says Dobson. A recent research report from Lehman Brothers
suggests the 15-year toll would cost some $150-250 million to

terminate early. 
Also, Aquila intends to use some of the equity capital to

help retire a $430 million secured term loan that comes due in
2006. The utility will also issue a $100 million revolver and a
$200 million term loan, both unsecured, to pay down the
secured loan, says Aquila spokesman Al Butkus.  

Aquila saw the $345 million mandatory convertibles offering
as a good way to bring a significant amount of fresh equity
capital into the company over the next three years, says
Dobson. He says Aquila would likely not have been able to
issue a similar amount of equity just now. The convertibles,
which carry a coupon of 6.75%, must convert by September
2007 and have a 3:11 conversion ratio. 

Aquila currently carries a BBB minus rating, but could move
higher on the back of the equity infusion. “This puts us on the
runway to achieving a double B rating,” predicts Dobson. 

Aquila issued the common stock at $2.55 per share on
Aug. 19 and the price had rallied to $2.90 a share by the
middle of last week. Lehman Brothers was the lead book
runner on the deal, while Credit Suisse First Boston co-led. 

Corporate Strategy

Trading Shop Makes Power Foray 
Foundation Energy, a recently formed London-based energy
trading and marketing boutique, began trading power last
week. The company executed its first U.K. electricity contract
on Wednesday morning with a 2 MW day-ahead trade, says an
official at the firm.

Foundation launched early this year after being capitalized
by U.S. hedge fund Ritchie Capital Management (PFR, 3/1).
It began trading the U.K. gas market this Spring.

Enel J.V. Preps Wind Farm Financing
A renewable energy joint venture between Italian utility
giant Enel and Spain’s Union Fenosa has tapped a trio of
European banks to provide some EUR217 million in
project-level construction financing, says a banker close to
the deal.

Enel Union Fenosa Renovables has selected BBVA, BSCH
and Mediocredito Centrale as lead arrangers to fund the
development of eight wind farms and three hydro electric
plants with some 242 MW of combined capacity in the Castilla
La Mancha and Galicia regions of Spain. Financing is expected
to close by year-end.

The J.V. owns some 22 wind farms in Spain with a
combined 535 MW of installed capacity. Enel owns 80% of
the J.V., while Union Fenosa holds the remainder.

Reliant Energy To Take Down 
Orion Non-Recourse Debt 
Reliant Energy has told lenders it will pay down the $350 million
balance in its Orion Power New York project loan later this
month and also aims to pay off the circa $900 million cross-
collateralized Orion Power MidWest loan. One lender says
Reliant had originally forecast it would terminate the New York
loan last month after the closure of its deal to sell 769 MW of
upstate New York hydroelectric assets to Brascan Power (see
related story, page 1).

Once the $900 million sale is bagged and some reserve issues
have been taken care of, Reliant will use the balance to pay off
part of the MidWest deal, says a financier. The Houston-player
has informed lenders it plans to take down the MidWest loan by
year-end. A way to fund that would be for Reliant to sell its
1,855 MW Astoria generation business in New York City, which
also forms part of the collateral package for the two deals, notes
one banker, who adds that he’s surprised those power plants have
yet to be sold. “Those New York assets are strong cash
generators,” he reflects.

Orion Power bought the Astoria complex from
Consolidated Edison in August 1999, and 661 MW of hydro
assets in central and upstate New York from Niagara
Mohawk Power in July 1999. Reliant subsequently acquired
Orion.

Rick Dobson
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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 El Bajio Mexico 600 (50%) Gas WestLB

AES Wolf Hollow Texas 730 Gas N/A Ongoing.
Granite Ridge N.H. 720 Gas
Termomamonal Colombia 90 Gas
Ottana Italy 140 Gas None Ongoing.

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

Aquila Racoon Creek Ill. 340 Gas Not chosen Intention to sell.
Goose Creek Ill. 340 Gas
Crossroads Miss. 340 Gas

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

Black Hills Energy Pepperell Mass. 40 Gas - Intention to sell.

BNP -led bank group Mystic River 7 Mass. 560 Oil/Gas Lazard Ongoing.
(Exelon developed plants) Mystic River 8 Mass. 832 Gas

Mystic River 9 Mass. 832 Gas
Fore River Mass. 832 Gas

Citi & SocGen-led creditor group Union Ark. 2,200 Gas Goldman Ongoing.
(TECO Energy developed plants) Gila River Ariz. 2,300 Gas

CMS Energy Ensenada Argentina 128 Gas Not chosen Announced intention to sell.
CT Mendoza Argentina 520 Gas J.P. Morgan
El Chocon Argentina 1,320 Hydro J.P. Morgan

Citi-led bank group Lake Road Conn. 840 Gas Lehman Bros. Seperate auction for each plant.
(NEG developed plants) La Paloma Calif. 1,121 Gas Lehman Bros.

ConocoPhilips IngIeside Texas 440 (50%) Gas None Looking to sell stake by June.

Damhead Power Damhead U.K. 800 Gas E&Y Has agreed sale to ScottishPower.

Delta Power Lowell Power Mass. 82 Gas None Actively pursuing a sale.

Duke Energy North America Lee Energy Ill. 640 Gas J.P. Morgan Ongoing.
Bridgeport Energy Conn. 480 (67%) Gas
Grays Harbor (in construction) Wash. 650 Gas
Deming Energy (in construction) N.M. 570 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 Berkshire Mass. 261 (56.41%) Gas Final bids due.
(Merchant assets) CDECCA Conn. 62 Gas

Eagle Point N.J. 233 Gas
Fulton N.Y. 45 Gas
Pawtucket R.I. 67 Gas
Rensselaer N.Y. 79 Gas
San Joaquin Calif 48 Gas

El Paso North America Midland Cogen Miss. 1,500 (44%) Gas Citigroup Has sold majority of QF portfolio to ArcLight.
(Contracted assets) Prime N.J. 66 (50%) Gas

Endesa Conatillor Chile 172 Hydro N/A Ongoing.

EnCana Cavalier Alberta 106 Gas HSBC Launched sale in April. Looking to 
Balzac Alberta 106 Gas HSBC exit generation business.
Kingston Ontario 110 (25%) Gas HSBC

Energy Investors Fund Multitrade Va. 79.5 (60%) Biomass None Intention to sell.
Crockett Calif. 240 (24%) Gas None
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Entergy Asset Management Robert Ritchie Ark. 544 Gas/oil Ongoing.
Warren Power Miss. 314 Gas
Top of Iowa Iowa 80 Wind
RS Cogen La. 425 (49%) CHP
Roy S. Nelson La. 550 (20%) Coal
Harrison County Texas 550 (70%) Gas
Independence Ark. 842 (15%) Coal

EPRL Glanford U.K. 14 Poultry Litter Rothschild Ongoing.
Thetford U.K. 39 Poultry Litter
Ely U.K. 13 Poultry Litter
Westfield U.K. 10 Poultry Litter
Elean U.K. 38 Straw

Ernst & Young Corporate Bear Swamp Mass. 599 Hydro E&Y Exploring sale.
Finance (representing 
secured creditors)

HSBC-led creditor group Attala Miss. 526 Gas HSBC Ongoing.

InterGen Larkspur Energy Calif. 90 Gas Citi Ongoing.
Indigo Calif. 135 Gas Citi
El Bajio Mexico 600 (50%) Gas N/A Ongoing.

KBC-led creditor group Milford Conn 542 Gas Lazard Ongoing.

LG&E Power Roanoke Valley N.C. 178 (50%) Coal N/A Ongoing.
Gregory Power Texas 550 (50%) Gas
Palm Springs Calif. 42 (50%) Wind
Tyler Minn. 27 (50%) Wind
Van Horn Texas 41 (33%) Wind N/A Sent out RFP in April.
Tarifa Spain 30 (46%) Wind

Mirant Kendall Mass. 270 Oil CSFB Ongoing.
Shady Hills Fla. 474 Gas BofA
West Georgia Ga. 640 Gas
Bosque County Texas 538 Gas
Wichita Falls Texas 77 Gas

Morrow Power Boardman Ore. 28 Gas Marathon Capital Looking to select bidder by June.

Nations Energy Bayport Texas 80 N/A Considering liquiditing the company.
Mungo Junction Ohio 32
Southbridge Mass. 7

National Energy Gas & Salem Harbor Mass. 745 Coal/Oil Lazard Ongoing.
Transmission Brayton Point Mass. 1,599 Coal
(USGen New England) Manchester St. R.I. 495 Gas

Connecticut River N.H. 479 Hydro
Deerfield River Mass. 89 Hydro

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

Wad AlJazzi Oman 350 Gas

Reliant Energy Carr Street N.Y. 95 Oil Goldman Ongoing.
Astoria N.Y. 1,276 Gas
Gowanus N.Y. 549 Gas
Narrows N.Y. 281 Gas

SG-led bank group Athens N.Y. 1,080 Gas Blackstone Assessing bids.
(NEG developed plants) Covert Mich. 1,170 Gas

Harquahala Ariz. 1,092 Gas
Millennium Mass. 360 Gas

STEAG Iskenderun Turkey 1,320 Gas Morgan Stanley Ongoing.
Termopaipa IV Philippines 185 Gas Set to sell Guadalupe and Odessa to PSEG.

TECO Energy Frontera Power Station Texas 477 Gas
Dell Power Station Ark. 540 Gas
McAdams Power Station La. 599 Gas
Commonwealth Chesapeake Va. 315 Gas Goldman

Tractebel North America Chehalis Wash. 520 Gas N/A Looking to sell or swap.

United Utilities Landfill Generation Portolio U.K. 50 MW Landfill RBC Capital Markets Set to launch sale in May.

Generation Auction & Sale Calendar (cont’d)
Seller Plants Location MW Plant Type Advisor Status
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Bill Hale, managing director at ABN, says the leads are
right in the midst of syndication and credit approvals are
expected to flow this week and next. Eight firms have been
targeted in the limited syndication, says a Citi source. The
small, scale syndication reflects the quick turnaround time
needed given the acquisition is set to close before month-end.

Syndication of the loan is set to close concurrently with the
acquisition later this month, says Shelley Moorhead, a
spokeswoman at Brascan. 

The bidding for the financing was very competitive, says one
financier, who adds this is reflected in the terms Brascan secured:
the loan is priced at LIBOR plus 100 basis points and it is
reportedly underwritten by the two lead arrangers. One banker
tracking the deal says the thin spread reflects lenders’ belief that
they will make a larger margin from the company somewhere
else, perhaps in take-out capital markets activity when the loan
matures. Base pricing in a traditional deal for a contracted asset

is around the 150-175 basis points over LIBOR, he adds. Hale
declined comment on the Brascan pricing.

Lenders say the Brascan deal, which is a two-year facility,
isn’t a return to the old days of cheap money financing risky
projects. The assets supporting the loan are made up of 71
hydroelectric power generating plants, totaling 674 MW, and
one 95 MW co-generation facility. Long service histories and
the lack of commodity input price risk make them a safer
merchant option, they argue. “We’d do some merchant hydro
if there was enough equity [backing the assets],” says one
banker who like the rest of the bank project finance market
has sworn off gas-fired merchant deals. 

Brascan has refinanced merchant hydro assets in Canada in
the past, but is still planning to add offtake contracts to plants.
Earlier this summer, Richard Legault, president at Brascan
Power, told PFR the plants’ offtake contracts with Niagara
Mohawk were set to expire in September (PFR, 6/28). He
added Brascan’s aim is to set up long-term fixed price contracts
as it has done for 60-65% of its assets.

—Peter Thompson

CITI, ABN
(continued from page 1)

Europe & Middle East
• Four firms are vying for a stake in TXU Europe’s German
utility Braunschweiger Versorgungs. Interested parties
include Macquarie Corporate Finance, Veolia, HSH
Nordbank AG and a consortium of E.ON’s energy service
unit Avacon and utility Stadtwerke Hannover. The sale,
which was first announced in November 2002, regained
momentum after TXU sold its other German utility stake in
April (Reuters, 8/27).

• The European Commission is poised to approve the GBP5
billion ($9 billion) bailout of British Energy, removing one of
the biggest obstacles to the nuclear generator’s survival. Officials
in Brussels are understood to have accepted the rescue plan after
receiving reassurances that aid for decommissioning nuclear
power stations would be ring-fenced to ensure that the cash
cannot be used to subsidize British Energy’s other interests
(Financial Times, 9/2).

U.S. & Canada
• Reliant Energy’s lenders plan to foreclose on a Pennsylvania
power plant as soon as September. The foreclosure will result
in a $75 million book value write-off for the Houston-based

firm and a possible transfer of ownership. The 530 MW,
natural-gas fired Liberty power plant has been in technical
default for its $262 million project financing agreement for
over a year (Reuters, 8/27).

• CenterPoint Energy could lose billions of dollars and its
investment-grade rating should Texas utility regulators decide
to punish the firm for suspected lapses that occurred during
the deregulation process (TheStreet.com, 8/30).

• American Electric Power is planning to develop one or more
large advanced gas-fired power plants. As early as 2010, it will
build one or more integrated gasification combined-cycle
plants that produce up to 1,000 MW. The Columbus, Ohio,
company also put together a report saying that it is well-
positioned to handle expected future plant emissions
regulations (Dow Jones, 8/31).

• CMS Energy has elected David Joos as ceo, replacing Ken
Whipple. Whipple will remain chairman of the company and
its subsidiary, Consumers Energy. Joos, who was previously
president and coo at CMS Energy, will retain his position as
president when the changes take effect on Oct. 1 (AP, 8/31).

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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Quote Of The Week
“This puts us on the runway to achieving a double B rating.”—
Rick Dobson, cfo, Aquila, on the Kansas City, Mo., commenting on
the utility holding company’s successful stock and convertible bond
issuance late last month (see story, page 4).

One Year Ago In Power Finance & Risk
Hays, Kan.-based cooperative Sunflower Electric Power was
seeking financing for the construction of a $120 million,
120 MW wind farm in Wichita County. [A development
official at Renewable Energy Service, which is building the
farm, says financing for the project remains on hold due to
uncertainty surrounding the extension of production tax
credits in the long-delayed new energy bill. He adds that
while RES has already selected an unspecified institutional
investor to fund the project it may solicit new ones,
depending on the legislative outcome on Capitol Hill.]

construction outfit Gamma Construction, sealed a 15-year term
loan on Aug. 27 with mandated lead arrangers, KBC Bank and
Royal Bank of Scotland, which each underwrote 50% of the
financing, according to Niall Murray, head of power at KBC in
Dublin. He notes the financing was split between a EUR260
million term loan and a EUR40 million letter-of-credit facility.
He declined comment on pricing or lending fees ahead of the
launch of syndication at the end of this month. 

The two lead lenders were selected late last year after the
Republic’s Commission For Energy Regulation awarded
Tynagh a long-dated offtake contract tied to the construction
of a new power station (PFR, 12/16). 

Jeremy Ellis, head of energy origination at RWE Trading in
Swindon, England, says the German multi-utility giant will supply
all of the Tynagh’s gas supply needs under a long-term agreement
and also will take 10% of its power output, which in turn it will
market to industrial customers in the Republic. While RWE has
been an active player in Ireland’s gas market for several years, this
marks its first power trade, says Ellis. Ireland’s state-owned
Electricity Supply Board has contracted the remaining 90%.

RWE also has entered a 10-year operations & maintenance
contract with the plant. 

The project is being built on a 80:20 debt-to-equity basis,

IRISH DEVELOPER
(continued from page 1)

suppliers on an annual basis, according to PFR sister
publication Derivatives Week. Philippe Blondiaux, group
treasurer in Zurich, explains, “We have tried to brainstorm on
a global concept.” The results of nine months of research,
however, showed that there is less correlation
between energy markets globally than
Blondiaux had expected. He also
notes that some energy markets
Nestlé investigated did not have
liquid enough derivatives
markets to allow for efficient
hedging. “We are used to
managing volatility, but we are reluctant to
enter illiquid markets,” he adds.

The group is reviewing the possible use of
derivatives including swaps, forwards and futures
and is discussing various possibilities with several banks, notes
Blondiaux. Nestlé is putting systems in place and considering
how best to handle the global operation. He explains that
regional purchasing groups already hedge exposure to other

commodities, such as sugar and cocoa, and he would not rule
out the possibility of fuel and electricity hedging being carried
out regionally, rather than from the central treasury in Zurich.
The purchasing group could not be contacted by press time.

Energy traders say they have noticed a rise in the number of
non-power company corporates entering the energy markets.

“Management’s attention has been
caught by rising oil prices in
recent months,” explains Steve
Jones, executive director in
commodities at Morgan Stanley
in London. Gavin Tait, senior
energy trader at ABN AMRO in

London, adds, “The level of
sophistication [of corporates] is

definitely on the up.” 
The power exchanges are also

supporting this growth by bringing
new instruments to the market. UKPX, the

London-based power exchange launched a new forward
contract two weeks ago. The International Petroleum Exchange
also has plans to launch two electricity futures contracts.

—Elinor Comlay

NESTLÉ EYES 
(continued from page 1)

with Gamma providing 80% of the equity. Earlier this year it
doubled its stake after buying out Tynagh’s third partner
Investec, says an official close to the deal.

The plant is expected to come on line late next year and
will use General Electric 9FA turbines.

—Will Ainger
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