
FirstEnergy Takes 
Bids For Ohio Plants
Some five suitors have approached
FirstEnergy about acquiring 2.5 GW of
generation assets the company is
looking to sell in Ohio. 

See story, page 2 
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BUFFETT TURNS TO EUROPE, REPORTEDLY 
BIDS FOR AQUILA’S U.K. ASSETS
Warren Buffett’s Berkshire Hathaway, the parent of Des Moines, Iowa-based
MidAmerican Energy Holdings, has set its sights on acquiring power assets in Western
Europe and has reportedly made a bid for Aquila’s Midlands Electricity, the fourth largest
regional electric company in the U.K. An official close to the matter says Buffett is
continuing to search for acquisitions in the U.S, but is looking at Europe as well to take
advantage of fire sale prices as U.S. companies flee the Continent. 

Debbie Bosanek, assistant to Buffett, said she is instructed to give all reporter
enquiries directly to Buffett, but he was traveling last week and could not be reached for
comment. Al Butkus, an Aquila spokesman in Kansas City, Mo., says the company has
received bids for Midlands and expects to have the bids evaluated by the end of the

(continued on page 8)

SOROS SIBLING EYES POWER INVESTMENTS
Paul Soros, an independent global investor and brother of hedge fund legend George, is
looking to invest in the U.S. power industry and has been discussing the plan with power
players, according to an industry official. Michael Vachon, spokesman at George Soros’
flagship Quantum Fund in New York, says the company does not comment on
investments, declining further comment. 

“[Soros] would be well advised to look at investing in the U.S. power market,”
comments a banker in New York who was unaware of the plans. He notes that illiquidity
in the equity and senior debt markets is driving financial players to look at undervalued
assets. 

Hedge fund and private equity firms are expected to play an increasingly prominent
role in the power industry as utilities look to sell off assets to clean up their balance

(continued on page 8)

CMS TO SELL TRADING OPERATION
CMS Energy is looking to sell its 170-strong CMS Marketing Services & Trading unit
in Houston as part of an on-going effort to lower its debt-to-equity ratio. Jeff Holyfield,
spokesman in Jackson, Mich., says the company is looking to sell any assets it deems non-
strategic. “The door is wide open. We’re willing to listen to any offers.” CMS is the latest
power company to look to exit the trading business following a credit crunch precipitated
by the collapse of Enron. Aquila, Dynegy and Allegheny Energy have tried to sell their
trading operations and Duke Energy and AEP announced last week they are scaling back
their trading activity. 

CMS is believed to have held talks with Harvard Management Co., the endowment
fund of Harvard University with $7.5 billion under management, about forming a joint
venture with CMS MS&T, but the deal fell apart because Harvard undervalued the

(continued on page 8)
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Fitch Bulks Up Power Group
Fitch Ratings last month hired Denise Furey, formerly a
senior director conducting counterparty analysis of traders,
refineries and large retail customers at Enron, as a senior
director in the North American global power group in New
York covering large regulated utilities and independent power
producers. The rating agency is looking to make a further hire
at this level. Furey says she worked at Enron for two years and
left the Houston-based defunct energy trader in December. 

Richard Hunter, managing director and head of the global
power group, says Furey has more than 20-years experience
covering the utility, commercial banking and insurance sectors.
“She has a long and distinguished track record examining
utility credits so she brings a great deal of expertise to our
group,” he says. 

Panda Commodity Chief Exits
Dave Freeman, senior v.p. commodity transactions at Panda
Energy International, has left the privately held Dallas-based
merchant power developer. Freeman, a 25-year veteran of the
industry, joined Panda from Aquila last October to head up its
power sales, fuel purchases, transmission and market analysis
operations. One official characterizes Panda as being a strong
developer of merchant plants, but as with most players in the
sector its program has slowed and Freeman’s exit is likely part
of a reining in effort. 

Calls to Harold Green, spokesman at Panda, were not
returned. Freeman says he is looking for a position at a player
that will use his asset optimization and trading experience.
Given the current depressed valuations of some power plants,
he adds there are tremendous acquisition opportunities at the

moment. Citing contractual arrangements, he referred
questions on the reason for his departure to Panda.

FirstEnergy Courts 
Bidders For Ohio Plants
FirstEnergy has held discussions with five or six suitors about
acquiring 2.5 GW of coal-fired generation assets in Ohio since
canceling an agreement to sell the plants to NRG Energy earlier
this year over fears that NRG would not follow through with
the purchase, according to Warwick Busfield, a utilities research
analyst at Fahnestock in New York. The bidding process will
likely be completed by mid-November, with closure expected
by year-end. He declined to discuss the potential buyers nor
would he comment on a possible price tag, beyond saying the
deal with NRG was for $1.5 billion. Ellen Raines, a
FirstEnergy spokeswoman, declined comment on the sale
except to say the company is indeed entertaining bids.

Commenting on the current asset sale environment,
Busfield says, “There are a lot of utilities selling assets because
they are in trouble. This is not the case with FirstEnergy,
however, as it is simply looking to divest older plants and buy
newer ones.” 

NRG already has terminated one acquisition this year. In
April it pulled the plug on the agreed acquisition of 794 MW
of capacity from Conectiv, citing a changing marketplace
(PFR, 8/5). NRG announced the deal with FirstEnergy on
Nov. 29, three days before Enron filed for bankruptcy.
FirstEnergy’s Raines says the assets on the block consist of four
predominantly coal-fired facilities: Bay Shore (648 MW), Lake
Shore (249 MW), Eastlake (1,262 MW) and Ashtabula (376
MW). 
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Lenders Expect Orion 
Mini-Perms To Get Greenlight
Banks already signed up for the restructuring of the $1.5 billion
Orion MidWest and Orion New York mini-perm loans are
expecting the last few remaining stragglers to sign up this week.
The three-year extension and combination of the facilities,
sponsored by Reliant Resources, has to be approved by all 38
banks in the deals by today because that is when the MidWest
deal expires. Lead Bank of America set the target date to close
the deal for last Friday. Although the original target was to have
the reworking complete by the end of September (PFR, 8/28),
most bankers expected the deal to go down to the wire. Calls to
officials at BofA were not returned by press time.

One financier in the deal says only a couple of banks had yet
to sign up as of late last week as PFR went to press. However,
in contrast to the eleventh hour negotiations surrounding
CenterPoint’s loan facilities, the stragglers have been actively
looking and discussing the deal rather than saying they won’t
commit. “In a perfect world we would have had the renewal
two weeks ago,” he reflects, but adds the process has been more
painful than the CenterPoint deal.

The loans became Reliant’s responsibility following its
acquisition of Orion Power, and refinancing them has been a
tortuous process: a long-standing plan to replace them with
corporate level debt was snuffed out as the company became
caught up in the downdraft of trading scandals (PFR, 6/23).

Tenaska Wraps Fluvanna 
With Strong Oversubscription
Omaha, Neb.-based Tenaska has closed the retail syndication of
a $497 million project level loan to finance construction of a
885 MW plant in Fluvanna County, Va. Final allocations
among the 23 banks were sliced back after the deal was two
times oversubscribed. One banker who signed up says in the
current jittery market one factor stood out, “A triple-A
guaranteed offtake contract.” As with previous Tenaska deals,
Coral Energy is the offtaker. Other bankers also cited the lack
of other attractive paper in the market and the sponsor’s
conservative profile. “Tenaska isn’t wrapped up with any crazy
trading stories or liquidity issues,” says one financier. The deal
has seen strong interest since its launch (PFR, 9/2).

Leads DZ Bank, HypoVereinsbank, Bank of Tokyo-
Mitsubishi, Credit Lyonnais and Dexia Crédit Local ended up
with just over $25 million, says a banker close to the
deal. Arrangers, co-arrangers & senior managing agents ended
up around $20-25 million, and retail tickets ranged from $7.5-
$20 million. The banker says the numbers varied because of the

subscription so allocations were tailored to individual wants
and needs. The other arrangers are Abbey National, Bank of
Scotland and CoBank; the co-arrangers are Bank of Ireland,
Landesbank Baden-Württemberg, Lloyds TSB and NIB
Capital; senior managing agents and other tiers (ranked by size
of commitment) are John Hancock Life Insurance, Helaba,
Bank für Arbeit und Wirtschaft, Hamburgische Landesbank,
Landesbank Schleswig-Holstein, Credit Industriel et
Commercial, MetLife Insurance Co., Banca Popolare di
Milano, IKB Deutsche Industriebank, Natexis Banques
Populaires and Landesbank Saar Girozentrale.

TD Project Finance Veteran Retires
Michael Reddy, one of the old hands in the North American
power project finance world, has retired from Toronto-
Dominion Bank. Reddy was head of utility project finance at
TD in New York prior to the last five years as managing
director covering advisory work in the sector. “It’s the passing
of an era,” says one financier, who notes Reddy was among the
bankers to do the first QF—or qualifying facility—financing.
“Initially, I’m going to do nothing,” Reddy says. But he will
eventually be looking to do advisory work for developers
covering project appraisal and financing. Reddy, who is 64, says
he is unsure whether he will be directly replaced, referring
questions to Julian Bott, TD’s senior energy banker in New
York. Bott was unavailable for comment by press time.

CFTC Forms New Office to Improve
Interagency Enforcement
The Commodity Futures Trading Commission has established
an Office of Cooperative Enforcement within its enforcement
division to improve the coordination of investigations with
federal and state regulators. Daniel Nathan, who previously
was the enforcement division’s deputy director, will head the
new office. Nathan could not be reached for comment.

Philip McBride Johnson, former chairman of the CFTC
and a lawyer at Skadden, Arps, Meagher & Flom, praised the
establishment of the new office. He said the energy trading
scandals involving Enron and other firms may have been the
impetus for forming the new office. “The energy trading
problems drive home the need for having a central focal point
within the CFTC to collaborate with other federal and state
officials.” The office could strengthen the investigative efforts
of agencies such as the Federal Energy Regulatory
Commission, which has been conducting an extensive
investigation of the energy trading industry to determine if
companies conspired to fix prices. 
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Powergen Retains 
Barclays For TXU Financing
Powergen has retained Barclays Capital to arrange the bank
financing for its pending acquisition of TXU Europe’s U.K.
utility business, noted Hans Gisbert Ulmke, executive v.p. of
finance at E.on, Powergen’s German parent.

Meanwhile Kiran Bhojani, executive v.p., said E.on is
continuing to scout the Midwest to land one or two medium
sized U.S. acquisitions to complement its existing utility in the
region. Any deal would have to be accretive in the first full year,
he added.

Spanish Grid Players 
Seek Second Bite
Red Electrica de Espana, Spain’s largest transmission company,
believes it could land itself a second bite at Iberdrola’s wire
business. Amanda Cedeno, an investor relations official in
Madrid, told PFR the company was outbid by CVC Capital
Partners earlier this year, but may land a second opportunity as
the Spanish government is considering nixing the CVC deal. It
seems the government does not want a financial player owning
transmission assets, she said. The government is set to make a
decision on Nov. 11.

Red Electrica would also like to buy Endesa’s, Union
Fenosa’s and Hydroelectric del Cantabrico’s high voltage wires
networks to create a unified transmission grid. 

While CVC plans to fund any potential acquisition in the
asset-backed bond market, Red Electrica will not employ
securitization, noted Cedeno. We have the financial flexibility
to fund these deals either with equity or corporate debt, she
explained.

The company is also looking to expand in Latin America
and Eastern Europe and has set aside a EUR300 million
warchest to spend on assets over the next four years. This
summer it bought its second LatAm wire business, TDE in
Bolivia.

Red Electrica’s presence at the conference reflects an
increased effort to woo U.S institutional funds, which now
account for a quarter of its free float. This is necessary as the
utility looks to increase its free float from 31% to 55% next

year, through a reduction in state ownership. The company
intends to visit the East and West Coasts once a year, says
Cedeno.

Attendees Slam Dividends
Embattled energy concerns Aquila, CMS Energy and
Allegheny Energy all came under fire for maintaining dividend
payments despite lingering liquidity concerns. “TXU took the
bold step of slashing its dividend by 80% because of trouble in
Europe, and Allegheny should do the same,” noted one banker.

David Joos, coo at CMS, responded to criticism of its $26
million dividend payment due in the fourth quarter by noting
that such shareholder returns are expected from utilities. But he
conceded that CMS could review its dividend policy if its
liquidity position worsened.

Aquila CEO Rick Green said the utility has enough cash to
continue paying out dividends.

Analyst Blasts CMS
CMS Energy was branded a loose cannon that had lost its way
by one disgruntled debt analyst during a presentation by the
Dearborn, Mich.-based company.

The stinging attack came as CMS tried to assuage investors’
fears about its ability to refinance maturing debt. “We had
expected to enter the capital markets this fall, but that relied on
the capital markets remaining open. We are now looking to
take back control of our destiny,” said David Joos, coo.

The remarks cut little ice with Winfried Fruehauf, an energy
analyst at Nation Bank Financial in Toronto. “If you need to
take back control that suggests you must have been a loose
cannon out of control previously,” he argued. Thomas Webb,
CFO at CMS, disagreed with this view. “We’re simply righting
the ship, if you will.”

CMS spent most of a 40 minute session with analysts and
investors portraying its three-year $4 billion divestiture program
as an attempt to cut its dependence on the overly capricious
capital markets 

This summer CMS aborted plans to raise $600 million of
debt and equity capital after the markets dried up, explained
Joos. To avoid entering the markets again it has extended its
asset sale program to include its roughly $900 million

C O N F E R E N C E EEI Financial Conference
Some 1,200 power company executives, bankers, analysts and investors attended Edison Electric Institute’s 37th Financial Conference
at the Marriot Desert Springs Resort in Palm Desert, Calif. Beset by credit concerns and investor disillusion, most power company chiefs
focused their presentations on scaling back merchant trading operations and boosting liquidity. Managing Editor Will Ainger reports:
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Panhandle Pipeline and gas services business. CMS has already
received indicative bids on the Panhandle business and expects
to name a shortlist by month-end. Indicative bids on the gas
service business are due at the end of this week. Both businesses
are slated to be sold by the end of next month.

DTE, Entergy-Koch 
Fill Trading Vacuum
Whilst most U.S. power companies have scaled back or even
shut down their trading operation Entergy-Koch Trading and
DTE Energy have exploited the vacuum to ramp up their
operations.

Susan Hennessey, investor relations manager at DTE
Energy, said its Ann Arbor-based trading arm, DTE Energy
Trading, has seen earnings jump to $25 million from $10
million over the past year due to a sharp rise in structured
transactions. As the likes of Enron have fallen by the wayside so
DTE is increasingly being asked to provide structured contracts
for utilities and other energy users, explained Hennessey.

J. Wayne Leonard, ceo at Entergy, said its trading joint
venture, Entergy-Koch Trading, is also ramping up. He argued
that most merchants were making the classic business model
mistake of scaling back too far in lean times. “They’re
mortgaging their future. We’re doing the opposite,” he
enthused.

Leonard added that the lack of trading shops willing to take
positions was skewering the market and offering opportunities

for EKT. “Everyone’s a natural hedge[r], we’re one of the few
actually willing to take a point of view.” 

Aquila Hints At Aussie Sale
Aquila may consider selling its portfolio of Australian utility
businesses next year, once it has completed its present $1 billion
plus divestiture program. 

CEO Rick Green told attendees that the former energy
merchant-turned utility thought about selling its Aussie assets
earlier this year when it put its New Zealand business up for
sale, but decided against the move fearing a sale would take too
long. However, Green said Aquila would revisit the issue again
next year.

Meanwhile Aquila has set a month-end deadline for suitors
to submit final bids for its Midlands distribution business in
the U.K., but a sale is by no means certain. “It’s on the block at
a good price. If we get that, fine. If not, we’ll keep the
business,” said Green.

Seen ‘N’ Heard

• TXU’s costly foray into Europe is the latest in a long list of
Transatlantic deals to flounder over the past two years. Perhaps
it has something to do with the Atlantic waters itself, suggested
Winfried Fruehauf, a debt analyst at Nation Bank Financial in
Toronto. “When do you plan to cross the septic tank to make
an acquisition?” he asked E.on’s top brass.

Corporate Strategy

Detroit Utility Taps Bond 
Mart To Slash Debt
Detroit Edison has issued $450 million of senior secured first
mortgage bonds to take advantage of the low interest rate
environment and refinance $450 million of bonds that are
either maturing soon or will be callable. According to Sue
Hennessey, an investor relations official, the Detroit-based
utility will see a cost savings because the bonds to be
refinanced have coupons ranging from 6.5-8% compared to
the most recent offering, which has coupons of 5.2% and
6.35%. 

William Ferara, a Standard & Poor’s credit analyst in New
York, says it gave the offering an A minus rating partly
because of its stable business profile. He explains that
favorable electric restructuring legislation has enabled the
utility to strengthen its balance sheet and solidify its business
profile by removing its high-cost Fermi nuclear plant asset

from its balance sheet.
The A3/A- rated issuance was divided into two equal

tranches of $225 million 10-year and 30-year bonds. The
shorter dated tranche has a 5.2% coupon and was priced at
99.8240, a spread of 120 basis points over comparable
Treasuries. The longer dated piece has a 6.35% coupon and
was priced at 99.326, a spread of 140 basis points. The deal
was announced on Oct. 16 and was expected to close last
Wednesday.  

Commenting on the structure of the deal, Hennessey says,
“We decided to do the 30-year deal because of the good rates
we received on it. But it didn’t have a call option so we did
the shorter note to have more diversification of interest rate
risk and a call feature.”  

Barclays Capital and Salomon Smith Barney co-led the
deal. Co-arrangers were Bank of New York, Credit Suisse
First Boston, McDonald Investments, Morgan Stanley and
Scotia Capital.
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PSEG Postpones 
Chilean Bond Offering

PSEG Global opted not to tap the Chilean capital markets
in mid-October with a $150-$175 million bond offering
because of unattractive pricing and adverse market
conditions, says Gonzalo Oyarce, an analyst at Feller rating
agency in Chile. The energy concern plans to try tapping
the mart again in a couple of months, explaining that the
unfavorable pricing comes from a recent slew of downgrades
of distribution companies in the country. Citibank is the
sole bookrunner on the deal.    

PSEG expects to see some cost savings with the debt
offering because Chilean interest rates are very low,
according to Oyarce. The peso-denominated bonds will be
divided into two tranches, with maturities of five and 21-
years. He adds that the size of the tranches have not yet
been determined as it will depend on whether market
conditions favor long or short pieces.

PSEG is looking to arrange the bond offering to
refinance a $150 million syndicated loan arranged by Citi 
to fund its acquisition of Sociedad Austral de Electricidad
(PFR, 6/10). The acquisition cost PSEG about $430 
million and it funded the remaining $285 million with
$135 million of equity capital and $150 million of
subordinated debt. J.P. Morgan advised PSEG on the
acquisition (PFR, 6/3). 

Chilean Generator 
Faces Downgrade 
AES Gener, one of the largest generators in the Chilean
electricity market, could receive another downgrade from
Standard & Poor’s rating agency unless it can raise capital
and pay off approximately $140 million of looming interest
and debt payments. The generator has a double B rating
from S&P and is on credit watch with negative implications.  

Marta Castelli, an S&P analyst in Buenos Aires, says the
agency is closely monitoring the company’s liquidity
position and if the situation does not substantially improve
as a result of asset sales or another means of funding, the
company’s risk profile will steepen. Selling assets is the most
realistic option as AES does not have access to the credit
markets. 

Meanwhile, Castelli says that Gener has been involved in
active discussions to sell some assets, yet it has not
announced any sales. She adds that Gener is also exploring

the debt markets to see if it can obtain bank lines.     
Gener this past summer renegotiated two put options

held by ABN AMRO and Banc of America Securities for
$40 million and $72 million, respectively, says Castelli.
Although these agreements reduced Gener’s liquidity
troubles in the short-term, they will result in higher debt
maturities in the period between 2002-2004. Castelli says
there are some other debt maturities forecasted for the
second half of next year, but she declined to discuss them.
Calls to bankers at the firms were not returned.    

Gener’s owns and operates four hydroelectric projects:
Alfalfal (160 MW), Maitenes (26.8 MW), Queltehues (42
MW) and Volcan (13 MW). It also has four coal-fired
thermal plants, including Norgener (277 MW), Ventanas
(338 MW), Guacolda (304 MW), Laguna Verde (61 MW);
a couple of gas turbines, Nueva Renca (100 MW) and
Electrica de Santiago (379 MW) and a biomass facility,
dubbed Energia Verde (39 MW).

CFE Receives Bids 
For Latest Mexican Project
The Comision Federal de Electricidad, Mexico’s national
power company, called for bids a couple of weeks ago for
companies looking to develop Tuxpan V (479 MW), a
combined-cycle gas-fired plant. A New York project
financier familiar with the bidding process says about 15
companies submitted bids, including Union Fenosa,
Mitsubishi, Electricité de France and Iberdrola. 

A CFE official told PFR in June that with regard to the
general bid process, after offers are received the CFE
conducts a 30-day technical evaluation process and then an
economic evaluation, which takes approximately two weeks
(PFR, 6/3). The commission chooses developers for the
projects following completion of the evaluations. 

The project is part of the CFE’s plan to auction off some
5.5 GW of power projects by year-end (PFR, 3/4). CFE’s
rollout plan reflects Mexico’s need to add 3 GW of capacity
each year to meet growing demand. Last year demand for
power grew by 7%. Since the CFE launched Mexico’s IPP
program in the mid-1990s it has awarded 25 contracts—
covering a combined 10 GW of capacity—of which six of
the plants are already on line. 

Repeated calls to Eugenio Laris Alanis, director for new
projects at the CFE, and officials at Mitsubishi, EdF and
Iberdrola were not returned. Calls to Union Fenosa’s press
office in Madrid also were not returned. 

Latin America
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Financing Record (OCTOBER 17 - OCTOBER 24)

Bonds
Issue Principal Type of Spread of 
Date Maturity Issuer Amount ($ mil) Offer Price Security Coupon (%) Treasury Moody’s S&P Bookrunner(s)

10/18/02 10/25/07 BSES 120.0 100.000 Convertible Bds .500 - NR NR -
10/22/02 10/15/09 Nevada Power 250.0 94.245 Notes 10.875 848 Ba2 BB Lehman Brothers
10/23/02 11/13/12 BG Energy Capital 308.3 99.705 Fxd/Straight Bd 5.875 115 A3 A- Barclays Cap/HSBC

M&A
Date Date
Announced Effective Target Name Target Advisors Target Country Acquiror Acquiror Advisors Acquiror Country Value
($mil)

10/17/02 10/17/02 El Paso - United States Pacific Financial Research - U.S. -
10/17/02 - Upplands Vasby Elec Grid - Sweden Graningeverkens AB - Sweden 20.628
10/22/02 - Dynegy Canada Marketing Business - Canada Seminole Group - U.S. -
10/22/02 - Energy Resources - United States Gene Cell - U.S. 0.936
10/22/02 - Salten Kraftsamband AS - Norway Energi E2 A/S Danmark - Denmark -
10/22/02 10/22/02 Stadtwerke Schwerte - Germany Dortmunder Stadtwerke AG - Germany 11.683

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

Europe
• AES Corp. is considering writing off its investment or
selling the U.K.’s largest power station, Drax. The write-off
would be around $900 million pre-tax. Drax, already
struggling with over capacity in the U.K. electricity generating
industry, received a further blow when its cash-strapped
customer, TXU Europe, delayed paying its GBP20 million
pound ($31.1 million) bill. According to AES, TXU has now
paid (Reuters, 10/24).

• TXU has agreed to sell some of its failing U.K. power
businesses for GBP1.62 billion ($2.5 billion) to German
energy giant E.On. E.On will make the acquisition through its
Powergen subsidiary, which already has 3.5 million customers,
mainly in the East Midlands. The deal includes three coal-fired
power stations and a London-based combined heat and power
scheme. However, it does not include the power purchase
contracts, under which TXU has to buy power at prices well
above current wholesale market values (FT.com, 10/24).

U.S. 
• Dynegy dismissed six people and disciplined seven others
who worked on its natural-gas trading desk for allegedly
submitting false data to publishers that create important
natural-gas pricing indexes. Earlier this month, Ohio-based
American Electric Power dismissed five employees for a similar
offense  (The Wall Street Journal, 10/21).

• Pacific Gas & Electric filed a suit against California that
threatens to increase the cost of the state’s $11.95 billion of
power revenue bonds, set to be sold this month and next.
Proceeds are needed to pay back money the state borrowed to
buy electricity during the energy crisis of 2000 and 2001 (The
Wall Street Journal, 10/21).

• Williams Cos. and Morgan Stanley say they would lose
large amounts of money on hedges if they are forced to
renegotiate long-term electricity contracts signed during the
California power crisis. Executives with both firms submitted
separate sworn statements to the Federal Energy Regulatory
Commission on Friday in response to California’s demand for
lower prices (Reuters, 10/21).

• TXU marked the beginning of the end of its European
operations Monday, selling most of its troubled U.K.
operations for $2.13 billion to Powergen, a unit of the
German energy giant E.ON (The Dallas Morning News,
10/22). 

• Calpine has secured New York State approval to build a 540
MW power plant. Late Monday, the state Public Service
Commission said it approved of Calpine’s proposed natural
gas-fired, combined-cycle combustion turbine facility in
Wawayanda, which is about 75 miles north of New York City
(Reuters, 10/22).

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.
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Quote Of The Week
“We are now looking to take back control of our destiny.”—David
Joos, coo of CMS Energy, commenting on the company’s plans to
refinance maturing debt (see story, page 4).

One Year Ago In Power Finance & Risk
Reliant Resources was considering selling its European trading
operation as part of a broader move to completely exit the
European power market. [Sandy Fruhman, a company
spokeswoman, says Reliant Resources decided to retain the
business, as it did not receive any offers it deemed good
enough.]

sheets. An industry attorney in New York says private equity
investors have some $100 billion of capital and some of this
will likely end up in power investments. 

—Victor Kremer

SOROS
(continued from page 1)

operation, according to an official familiar with the process.
CMS’ Holyfield declined to comment on this point. Kathleen
Amirault, assistant to the president at Harvard Management,
says the endowment does not comment on companies in
which it invests. 

Holyfield says CMS has already stopped speculative trading
but is looking to sell its retail trading book. 

—V.K.

CMS
(continued from page 1)

month and a deal sealed by year-end. He declined all
comment on the identity of the bidders.

A banker says, “It makes perfect sense for Buffett to look
for assets in Europe because the power industry there is
hemorrhaging just like we are here in the U.S.” He explains
that Midlands would fit in with Buffett’s usual strategy of
targeting regulated assets that can provide a steady cash flow.
Aquila is also a typical target for the Sage of Omaha as it is in
financial distress and looking to sell assets to raise cash and
clean up its balance sheet.  

Midlands has a distribution network that provides
electricity under long-term contract to a retail power provider
serving 2.3 million customers. The company also holds
interests in three power plants.  

The official close to the matter says Buffett is also on the
prowl for a transmission business in the Midwest that would
fit in with his MidAmerican and Northern Natural Gas
Pipeline holdings.

Buffett first entered the energy sector in March 2000 with
the purchase of MidAmerican Energy Holdings for $9.1
billion (PFR, 9/2). It provides electricity and gas to about five
million customers worldwide, primarily through its utility
subsidiaries, MidAmerican Energy in the U.S. and Northern
Electric in the U.K. Its regulated subsidiary, MidAmerican
Energy, has 669,000 electricity customers and 646,500 gas
customers in Iowa, Illinois and South Dakota. Buffett then
went on to snap up Dynegy’s Northern Natural Gas Pipeline
and Williams Cos’ Kern River interstate natural gas pipeline
business in March for $960 million.

—Amanda Levin

BUFFETT
(continued from page 1)

• Duke Energy’s regulated utility, Duke Power, agreed to pay
$25 million to its customers to settle allegations the company
had underreported profit in order to avoid having to reduce its
electricity rates. The inquiry found the utility had failed to
report $123 million in pretax income from 1998-2000  (The
Wall Street Journal, 10/23).

• The Commodity Futures Trading Commission inquiry
into U.S. energy markets involves many companies and
includes a review of intentional reporting of false price data to
publications that produce indexes, according to Gregory
Mocek, director of the Division of Enforcement. The agency
has said it’s investigating allegations of market manipulation
relating to former trading giant Enron (Dow Jones, 10/23).

• Dynegy named Bruce Williamson, a Duke Energy
executive, as its ceo and president, replacing Chuck Watson,
who resigned from the beleaguered Houston player in May.
Last Monday, the company began letting go almost 800
employees, with about 600 of them in Houston, as it reinvents
itself as a non-trading operation with a focus on assets such as
power generation (Houston Chronicle, 10/23).

• California planned to start selling $4.25 billion of short-
term power bonds Wednesday, in the first part of one of the
largest municipal bond offerings in U.S. history. The variable-
rate debt is the first of several sales making up a $11.95 billion
deal and was delayed one day by a new lawsuit filed last week,
according to lead underwriter JPMorgan (Reuters, 10/23).
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