
Ormat Preps Private
Placement
Sparks, Nev.-based Ormat, a builder
and operator of geothermal and
recovered energy power plants, is
readying a private placement deal via
Société Générale to finance
geothermal assets in Hawaii.

See story, page 3
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VOL. VII, NO. 42 IPPs SET TO TAP INTO PRIVATE EQUITY

Cash-strapped IPP players are starting to turn to the
private equity market, and analysts expect equity private
placements to become more common over the next few
years. In the latest deal, Allegheny Energy placed
privately $151.5 million of common stock to several
hedge funds, circumventing the underwriting
process. “It’s not unusual for a utility to do this,
but it’s probably unusual for the last eight to 10
years,” says Gary Hovis, an electric utility analyst with
Argus Research, who has covered Allegheny since 1969. “I think we’re going to see more

(continued on page 8)

PLAYERS EYE FINANCING FOR $1B COAL PLANT
Backers of a planned 600 MW coal-fired plant in South
Dakota are looking at a range of financing possibilities for
the $1 billion project—from equity to tax-exempt bonds.
Big Stone II near Millbank, S.D., will require all the equity
owners to fund a share of the construction, says Mark
Rolfes, manager of new business development at Otter Tail
Power Company, which is leading the project. Ownership
shares have not yet been determined, but will likely be

divided up fairly evenly among the six utility backers. 
As it stands, a general consensus among the parties on how the deal will be funded has

not yet been achieved. Rolfes says each party likely will determine its own financing, but
(continued on page 7)

Chi-Town Shuffle
POLSKY’S INVENERGY ADDS SENIOR STAFFER TO
SPEARHEAD DEVELOPMENT
Invenergy, the Chicago generation player founded by Michael Polsky, has created a new slot
heading up development and acquisition and hired Kevin Smith from fellow Chicago
boutique Insight Energy to fill it. Smith, who joined as a senior v.p., says he made the switch
as Invenergy has built a large portfolio of development opportunities and that is where he
thinks future growth is going to be. “There are lots of acquisition opportunities out there.
But most of the merchant assets are unattractive. That has driven down the potential returns
on a smaller pool of [contracted] assets,” he says. As a result, Invenergy is turning
increasingly to development. (continued on page 7)

Check www.iipower.com during the week for breaking news and updates.
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On The Chopping Block
InterGen Taps Citi For Generation Auction
Royal Dutch/Shell Group and Bechtel Corp. have tapped Citigroup to advise on
the sale of InterGen, their IPP joint venture. The process is in the early stages and
a sale is not definite, says InterGen spokeswoman Sarah Webster. Calls to Bechtel
and Citigroup were not returned by press time.

InterGen’s entire portfolio, which is comprised of assets scattered across the
globe, is up for grabs, say bankers familiar with the situation (for a complete asset
listing go to www.iipower.com). 

The companies have not yet determined which assets will be sold, according to
Royal Dutch/Shell spokesman Andrew Corrigan. InterGen has already sold
several power plants over the past year, including the Sidi Krir plant in Egypt, the
Wildflower plant in California and the Gebze, Adapazari and Izmir gas-fired
plants in Turkey.

OGE To Renew $300M Revolver
Oklahoma City-based OGE Energy is looking to refinance a $300 million revolving
line of credit, expiring in December and leads Wachovia Securities and J.P.
Morgan have already launched the deal. Todd Tidwell, manager of investor
relations at OGE, says the syndication is likely to close by the end of the month.
Tidwell declined to elaborate on the syndication. Calls to Wachovia and Morgan
were not returned. The 364 revolver is priced at LIBOR plus 72.5 basis points,
officials say. Wachovia and Bank One Capital Markets, which merged with J.P.
Morgan, led the old deal financing. Calls to Wachovia were not returned and a J.P.
Morgan spokesman declined to comment on the terms of the deal.

Senior Slots Pitched On $2.2B Genco 
Buyout Loan
Twenty commercial banks have been invited to participate as senior managing
agents on the $2.2 billion loan component financing the $3.65 billion acquisition
of Texas Genco Holdings by The Blackstone Group, Hellman & Friedman,
Kohlberg Kravis Roberts & Co. and Texas Pacific Group. The deal will head for
wider syndication next week.

The structure includes a $325 million revolver, $200 million letter of credit
facility, $300 million special letter of credit facility, $900 million B loan and $475
million delayed-draw B loan, a banker said. The special letter of credit facility is
synthetic and will be sold to institutions, he added. There is no price talk yet
because the banks are waiting for ratings. The sponsors will inject up to $1.08
billion in equity.

Goldman Sachs and Morgan Stanley are joint lead arrangers on the credit. 
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RBS Taps Former CIBC Staffer
Royal Bank of Scotland has hired Yen Hua in its syndication
team in New York, primarily charged with structuring finance for
energy and project finance. She reports to David Nadelman,
senior v.p. of loan markets. Previously, Hua worked at CIBC in
New York where she was responsible for leveraged finance with a
focus on corporate energy and project finance users. Nadelman
says Hua fills a position newly created to meet the bank’s growing
business, particularly in the energy sector.

Ormat Preps Private Placement
Sparks, Nev.-based Ormat, a builder and operator of geothermal
and recovered energy power plants, is looking to arrange a
private placement via Société Générale to finance geothermal
assets in Hawaii. Rany Raviv, v.p. of business development at
Ormat, declined to comment. Jim Brown, who is the banker on
the deal and managing director of SocGen’ project finance
group, did not return phone calls.  

In June, Ormat announced that it closed its purchase of the
30 MW Puna geothermal power plant along with some
associated assets in Pahoa, Hawaii.  The plant, which is roughly
20 miles south of Hilo on the island of Hawaii, was acquired
from Constellation Energy.

Up in Smoke
R.J. Reynolds Looks To Cut 
N.C. Plants
R.J. Reynolds Tobacco is trying to unload a pair of
generation plants in Winston-Salem, N.C., for about $10
million, after closing them in March. The locally-
headquartered tobacco company developed the plants in
1985, spending more than $120 million. It shuttered the
coal-fired 80MW operation because increasing expenses make
running the plants uneconomical, says a spokesman. It now
purchases power directly from Charlotte-based Duke Energy,
a more economically favorable option for the company, he
explains. Bill Beam, principal at Bill Beam Co., a boutique
company that exclusively represents R.J. facility sales, is
handling marketing.

Calls to Diane Neal, cfo and Lynn Beasley, coo at parent
company Reynolds American, did not return calls requesting
comment. 

The facility consists of two inside-the-fence 40 MW
turbine generator power plants on a 10-acre site. Marketing
efforts for the power plants are being conducted now, Beam
says, noting that the target date for the completion of the
sales initiative is unclear. 

Ala. Developer Reworks L.I. 
Project Debt
Birmingham, Ala.-based Harbert Power is set to bag tighter
pricing for a $41 million project loan financing a 47 MW plant
on Long Island which actually closed early this summer. The 13-
year HypoVereinsbank-led deal (PFR, 6/7) came back in to play
after  Harbert landed a Long Island Power Authority PPA for
an additional plant and attracted a number of financiers hunting
for business, says one official. 

Harbert received pitches that could have refinanced the HVB
loan and the new project at tighter pricing than the LIBOR plus
250 basis points it inked on the $41 million loan. As a result,
officials say HVB is reworking the deal and will also have a role
in financing for the Pinelawn Power project. Calls to HVB and
Harbert were not returned.

One official says when the original deal was set up for the
47 MW power plant in Freeport, Long Island, the LIBOR
spread was market rate. 

The awarding of the LIPA contract (PFR, 6/21) a few
weeks later drew in more players and tightened the rate, he
added. Among them was Calyon which will now lead a circa
$100 million private placement to finance Pinelawn’s 79.9
MW Babylon project, which was selected by LIPA to meet

part of its generation needs by next summer. Pricing and
other details of the bond could not be ascertained, but one
official says HVB will also have some role in the deal. Calls
to Calyon were not returned.

The scale of both projects and technology used means there is
little in the way of construction risk, says one observer. He says
at a very simple level, the turbines are delivered and bolted to a
concrete foundation.

Bond Insurer Lands Former 
Intesa Head
Financial Guaranty Insurance Co. has hired former Intesa
project finance head Mike Pepe as director of its New York-
based utilities group, which provides credit enhancement. He
reports to Paul Morrison, managing director, who came on
board in March to lead Financial Guaranty’s reentry into the
North American utilities business (PFR, 3/21). Pepe declined
to comment on his move, beyond saying that he’s delighted
to be working with Morrison and international group head
Tim Travers. 

Pepe was let go from Intesa as a result of the shuttering of
its New York project finance operation in March (PFR, 3/7).
He has been doing consulting work since that time.
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Financing Record (OCTOBER 6-12)

Bonds
Principal Offer Standard

Issue Amount Coupon Type of Offer Yield to Spread to & Poors Moody’s Fitch
Date Issuer ($ mil) (%) Security Maturity Price Maturity (%) Benchmark Rating Rating Ratings

10/6/2004 Innsbrucker Kommunalbetriebe 66.4 Varies Step-Up Bonds 10/6/2008 100 Varies NR Aa3 NR

10/7/2004 Magellan Midstream Partners LP 250 5.65 Notes 10/15/2016 99.879 5.664 143 BBB Ba1 NR

10/7/2004 Metropolitan Electricity 24.2 3.325 Fxd/Straight Bd 10/15/2007 100 3.325 NR NR

10/7/2004 Metropolitan Electricity 24.2 3.825 Fxd/Straight Bd 10/15/2008 100 3.825 NR NR

10/7/2004 Metropolitan Electricity 21.8 4.28 Fxd/Straight Bd 10/15/2009 100 4.28 NR NR

10/12/2004 Entergy Louisiana Inc 115 5.09 Notes 11/1/2014 99.998 5.09 100 A- Baa1 BBB

10/12/2004 Terna Spa 739.9 4.25 Fxd/Straight Bd 10/28/2014 99.968 4.254 AA- Aa3 NR

10/12/2004 Terna Spa 986.6 4.9 Fxd/Straight Bd 10/28/2024 99.624 4.93 AA- Aa3 NR

Source: Thomson Financial Securities Data Company. For more information, call Rich Peterson at (212) 806-3144.

Macquarie Hires GE Staffer 
For New Asia Slot
Macquarie Securities has tapped Bill Cavers, v.p. origination at
GE Energy Financial Services, to fill a newly created position
focusing on origination for its power and utility equity investing
effort in New York. 

Reached at Macquarie, Cavers says his new v.p. position
covers originating and structuring equity deals for the firm’s
power and infrastructure related funds. He reports to Chris
Leslie, executive director. Cavers declined to comment on the
reason for his move beyond saying Macquarie is an innovative
equity player in the energy sector. Calls to Leslie were not
returned by press time.

Cavers previously reported to Mathew Siegel, managing
director of strategic marketing at GE Energy. A spokesman for
GE Energy confirmed Caver’s departure. 

Brascan Wraps Up Debt on Empire
State Power Facility Buy
Brascan Corp. closed syndication last week on a $500 million
non-recourse loan with commitments from eight lenders. The
deal funds its acquisition of a portfolio of power generation
facilities in upstate New York. The syndicate includes seven
banks that have committed $471 million and Brascan took $29
million of its own deal. 

Kelly Marshall, senior v.p., corporate finance at Brascan, says
it took a piece of the deal through Titanium Trust, an asset back
conduit owned by Brascan that has the ability to buy high grade
credit against which it may issue commercial paper. 

Lead arrangers ABN AMRO and Citigroup pitched the
two-year bridge facility to fund Brascan’s buy of more than 70

power facilities with a combined output of 769 MW from
Reliant Energy (PFR, 9/6). 

The tightly-priced loan had a limited syndication and was
pitched with an eye toward firms also participating in the bond
market take-out economics, says one official. 

Syndication agent ABN AMRO and administrative agent
Citigroup each committed $104.25 million to the deal, while
co-arranger and documentation agent Scotia Capital landed
$75 million, says a market watcher. Officials at ABN declined
comment and calls to Citi and Scotia Capital were not
returned. 

Sumitomo Mitsui and EDC were both senior managing
agents, committing $75 million and $50 million, respectively,
the official says. Comerica contributed $25 million and SunLife
committed $37.5 million to the loan, which was priced at
LIBOR plus 100 basis points, the official adds.

ABN AMRO Nabs Energy Trader
ABN AMRO has hired Katie Spelman, an associate in the
commodities group with Bank of America in New York, to
market U.S. crude oil and gas contracts. She will report to
Wayne Harburn and Vincent Chevance, who head up the
commodities group for ABN. Spelman, who will be based in
ABN’s New York office. Spelman, Harburn and Chevance could
not immediately be reached for comment, and spokespeople for
ABN and BofA declined to comment.

Spelman’s move is the latest in a series of departures by
BofA energy traders and marketers. In July, natural gas trader
Damian Jee joined Barclays Capital (PFR, 7/4). In May,
Julian Barrowcliffe, former global head of commodity
derivatives at BofA, joined hedge fund giant Vega Asset
Management (PFR, 5/2).
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Corporate Strategies

Calpine Expected To Go Private 
With L.I. Plant
Calpine appears likely to go the route of a private placement to
fund a new 80 MW Bethpage, N.Y. plant. Project lenders had
hoped the company would pursue a loan but none appear to
have been approached, according to market watchers. That the
San Jose, Calf., company has not arranged loan funding gives
reason to believe that it will do a private placement deal,
speculates one observer, who has worked with it on previous
financing arrangements. Calls to Brian Harenza, Calpine’s v.p. of
finance, were not returned.

The IPP reportedly said it would fund another project—the
550 MW Fox Energy Center plant in Kaukauna, Wis.— via a
private placement, the market watcher explains. Earlier this year,
Union Bank of California and Bayerische Landesbank were
reportedly in position to lead the Fox deal for Calpine (PFR,
4/19). The power plant was slated to be the first of several to hit
the market as the company was prepping $450 million of
project-level debt this summer (PFR, 8/6). 

Bear Fund?
Mirant Trader Lands 
At Atlanta Hedge Fund
Timothy Pearce, a senior trader at Mirant, has joined
Atlanta-based hedge fund AquaCapital. Pearce joins as senior
trader and energy analyst, according to PFR’s sister
publication Alternative Investment News. He will work on the
firm’s flagship hedge fund, AquaFund, says Scott Kimball,
senior managing director.

AquaCapital was started in July by three alumni from Bear
Stearns’ Investment Banking Private Services group. The multi-
strategy global macro fund will launch Nov. 1. 

The firm had slated an August launch date but the quick
turnover from starting the firm to launching its first fund was
not practical and the firm decided to work with a more
realistic launch date, Kimball says. AquaCapital is run by
Kimball, Jason Adams and Brody Bray, all former Bear
Stearns pros. Calls to Pearce and a Mirant official were
not returned. 

Entergy Unit To Retire Bonds For
Cheaper Rate
Entergy Louisiana, a utility subsidiary of Entergy Corp., plans
on using proceeds from a $115 million fixed-rate bond offering
to refinance maturing debt and take advantage of persisting low
interest rates. The existing 10-year debt, which was set to
mature in 2008, carried a coupon of 6.5% and was replaced by
10-year bonds carrying a rate of 5.09%.“We are always looking
to refinance debt and lower our cost of capital and it made
sense to take advantage of the low-interest rate environment,”
says Frank Wolliford, assistant treasurer. 

Wachovia Securities and BNY Capital Markets led the
offering, which was priced at 99.998 to yield 100 basis points
over comparable Treasuries. The underwriters were chosen
based on the utility company’s longstanding relationship with
the banks, Wolliford says. Entergy Louisiana could look to issue
more bonds but no plans have been outlined and no specific
dates have been set, he added. 

About three weeks ago, it refinanced $70 million in long-
term debt paying a coupon of 9%, with 30-year debt paying
6.4%. Morgan Stanley and RBS Greenwich, which also
maintain long-term relationships with Entergy, underwrote the
offering.  

Wolliford was unable to say how much debt the company

has refinanced over the past 12 months. Entergy Louisiana’s
total debt, as of June 30, is $988 million.

PG&E Starts To Shrink 
Post-Bankruptcy Debt 
Pacific Gas & Electric has redeemed $500 million of two-year
floating-rate bonds ahead of their call date as part of the
company’s bankruptcy restructuring. The redemption is the
first for PG&E since the California-based utility filed for
bankruptcy in 2001 amid the California energy crisis. “We’re
eliminating debt and moving toward a capital structure that
entails 52% equity” says Brian Hertzog, a spokesman at
parent company PG&E Corp, referring to the utility’s debt to
equity ratio. 

Oct. 3 was the first possible redemption date for the bonds,
which were issued as part of the company’s plans to emerge from
Chapter 11. No early call penalties were incurred as a result of
the redemption.

The notes were due August 2006 and were redeemed at par and
priced to three-month LIBOR plus 70 basis points.

Lehman Brothers and UBS underwrote the bonds. PG&E
has about $6.2 billion of debt outstanding, including $1.1 billion
of floating rate bonds. The redemption will be financed with cash
from operations, Hertzog said. 
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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
Mark DeCambre, managing editor, at 212-224-3293 or e-mail mdecambre@iinews.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

PFR.10.18.04  10/14/04  8:42 PM  Page 6
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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

Generation Auction & Sale Calendar (cont’d)
Seller Plants Location MW Plant Type Advisor Status

For the full version go to www. iipower.com. 

Polsky is a well-known name in U.S. circles after selling his
SkyGen Energy operation to Calpine for $650 million at the top
of the IPP market.

Invenergy has a 1GW book of wind projects on the table,
with 450 MW under contract or at late stage development.
Smith says the firm has spent this year building its development
book in anticipation that the federal production tax credits for
renewable energy would be re-instated. That happened a few
weeks back (PFR, 10/4). There are also traditional generation
projects in the works, including the 357 MW Cannon Falls
project in Minnesota, which has an offtake contract with Xcel
Energy, and the partially completed 1,163 MW Nelson
Generating facility outside of Chicago. Nelson, a former NRG
Energy project, was acquired out of bankruptcy and Invenergy is
evaluating how and what to complete at the facility, Smith says.
Invenergy has acquired completed assets in the form of the 370
MW Hardee facility power plant from TECO Energy (PFR,
8/25/03).

Smith says his departure from Insight is amicable. “The
difficulty a company like Insight has is the returns. There is not a
scarcity of investment funds, but playing with private equity is
expensive. It’s difficult to get 20% returns,” he reflects. While

declining to give details, he says the Invenergy’s funding deal with
GTCR Golder Rauner is flexible and allows Polsky’s team to
look at a variety of projects. Jeff Grundman, principal at Insight,
says Smith will not be directly replaced. “We are still pursuing
opportunities,” he adds.

Smith and Polsky worked together at Indeck Energy, Polsky’s
last stop before SkyGen. Calls to Polsky were not returned.

—Peter Thompson

POLSKY’S INVENERGY
(continued from page 1)

predicts that co-op Great River Energy will look to Rural
Utilities Service for a financing deal, while the four
municipalities might want to arrange a joint transaction in order
to achieve economies of scale. 

Otter Tail is not looking at project financing, but will likely do
a mix of debt and equity to fund construction, Rolfes says,
referring further questions about financing to Todd Wahlund,
director of risk management and business planning at Fergus
Falls, Minn.-based Otter Tail. Calls to Wahlund were not
immediately returned. Kandace Olsen, spokeswoman for Great
River Energy, an Elk River, Minn., not-for profit generation and
transmission cooperative, did not return calls by press time. 

Steve Thompson, director of operations at Central

PLAYERS EYE
(continued from page 1)
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Quote Of The Week
“That’s when the big expenses start coming.”—Bill Radio,
spokesman at Missouri River Energy Services, noting that the big
costs of the Big Stone II project would not occur until after approvals
and permits are obtained (see story, page 1).

One Year Ago In Power Finance & Risk
Oak Brook, Ill.-based Private Power, a power development
boutique, agreed to purchase 444 MW of in-the-fence generation
assets from NiSource subsidiary Primary Energy. [Private Power
subsequently changed its name Primary Energy Holdings and
tapped Credit Suisse First Boston to lead a refinancing of roughly
$375 million in debt associated with the assets (PFR, 5/4).]
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[equity] private placements in the next few years.” 
Distressed players, with weak credit ratings, can often get

better terms in head-to-head negotiations with institutional
investors than they could by tapping banks to underwrite equity
deals. Timeliness is another factor, says Craig Shere, an analyst
for utility and energy merchant securities with Calyon Securities.
But also expected to spur additional deals is what appears to be
an increase in appetite from private equity investors such as
hedge funds, who have been stacked with cash but hard pressed
to find suitable investments. Equity private placements from
energy merchants are attractive to hedge funds because they can
turn around a quick, and often hefty, profit, Shere said.

Perry Partners, Auda Advisor Associates, Zimmer Lucas,
Abrams Capital and its affiliate Whitecrest Partners, and
Canyon Capital Advisors were the buyers of Allegheny’s private
offering. Spokespeople for Abrams and Canyon declined to
comment, and officials from Perry, Auda and Zimmer did not
return calls for comment. 

Allegheny saved about 2-5% in transaction costs in its private
deal and completed it speedily given Securities and Exchange
Commission filing obligations are less onerous for a private

IPPs SET
(continued from page 1)
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Minnesota Municipal Power in Blue Earth, Minn., says it will
use tax exempt financing and is currently discussing the
possibility of raising money via a joint bond offering. He says
the funding effort won’t be decided until next year, but
declined to comment on whether it has approached any banks
beyond saying that New York-based lending groups might be
approached.

The project, which is expected to come on line in 2011, has a
few approvals that need to be obtained before ground can be
broken. Rolfe says transmission studies need to be completed
before the group can decide whether to go ahead with
construction, noting it hopes to make the decision in the first
quarter of next year. 

Bill Radio, spokesman at Missouri River Energy Services,
another backer, says getting state permits in South Dakota and
Minnesota is a lengthy process. Construction probably wouldn’t
get underway until 2007, he says. “That’s when the big expenses
would start coming in.”

Otter will close financing prior to construction, likely in late
third quarter of 2006, Rolfe says. Although Otter Tail owns
about 54% of the inaugural Big Stone project, he says equity
for the Big Stone project likely will be evenly divided among
the parties. The other backers are Hutchinson Utilities
Commission, Great River Energy and Heartland Consumers
Power District. —Christine Idzelis

placement than for a public offering. “We were able to move
more quickly to take advantage of a reasonable share price,” says
an Allegheny official. “We did this thing in three days.” Since the
prospective buyers were few in number it decided a sale would be
relatively easy to execute, he adds, noting that it also wanted to
take advantage of its relatively high stock price. The company
does equity private placements relatively infrequently, says Steve
Gale, a spokesman at Allegheny.

Ten million shares of common stock were placed at $15.15
per share as part of a strategy to reduce debt by $1.5 billion by
the end of 2005, Gale says. Allegheny does not anticipate it will
have to make additional equity offerings to reach that goal, he
says, noting that it has so far eliminated $1.2 billion of debt
since December 2003. It had a total of $5.3 billion of long-
term debt outstanding as of June 30, 2004. The company said
in late 2002 that it was nearing bankruptcy, but did not
ultimately file for Chapter 11 protection. Allegheny stock was
trading at $16.74 last Wed. with a 12-month range of $17.21
to $9.62. 

—Christine Buurma
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