
Lehman To Unload 
Canuck Wind
The 80% Lehman Brothers -owned
renewable shop SkyPower is close to
selling its 10 GW wind development
business in Canada. 
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ORMAT TRUMPS GOLDMAN 
TO LAND LEHMAN STAKE
Geothermal developer Ormat Technologies has
exercised its right of first refusal and purchased an $18.5
million Lehman Brothers-owned tax-equity stake in a
portfolio of its projects, swiping the piece away from
Goldman Sachs. The developer initially passed on
acquiring the stake. Goldman emerged as the frontrunner
for it and went through six months of due diligence while
negotiating the price down to 40% of its book value.

With the price knocked down, Ormat stepped in. “Everyone knows Goldman is the
smartest guy on the block, but it looks like she has outsmarted them,” says a deal watcher of

(continued on page 7)

DUKE RE-LAUNCHES WIND PARTNER HUNT
Duke Energy is again scouring for a partner to help develop its wind pipeline. A previous
search was halted a year ago because there wasn’t the interest in the market that there is now.
Bill Keeney, v.p. of wind development, was travelling and could not be reached for
comment.

Duke Energy Generation Services, the unregulated generation arm of the utility, is
undecided about how to finance the 251 MW of wind projects that are slated for
construction in 2010, says Greg Efthimiou, spokesman. Although the company has so far
funded its wind build-out on balance sheet, it is “constantly looking for financing
opportunities,” he adds. He declined further comment on any aspect of future wind
financing. (continued on page 7)

SCOTTISH OFFSHORE FACILITIES FACE 
FINANCING CHALLENGE
Four wind farms totaling 2.5 GW are being prepped off the coast of Scotland, but financiers
say they will likely find financing challenging, given the lack of construction debt track
record for the technology. “Banks have not taken construction risk for a standalone offshore
wind farm on a limited recourse financing basis in the U.K.,” says a banker.

Five companies are in early development stages and are collaborating on marine studies to
get permits. At an average cost of GBP3 million (USD4.9 million) per MW, that would
bring the projects to a total cost of GBP7.4 billion. “I don’t think there’s the debt [capacity]
to provide seven and a half billion pounds,” the banker adds.

Consequently, smaller developers with approvals in hand may need to sell their
development rights as there isn’t the financing for all of the projects, says a project finance

(continued on page 8)
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SUEZ Loads Up On Astoria
SUEZ Energy is increasing its interests in the

500 MW gas-fired Astoria Energy I in Queens, N.Y.
The company will buy out Caisse de Dépôt et Placement

du Québec’s stake and also buy portions of Energy Investors Fund and
JEMB Realty’s stakes in the project, says a deal watcher. The plant has been
online since 2006.

SUEZ is looking to gain more of a long-term foothold with the
purchase, the deal watcher notes. The transaction will increase SUEZ’
direct and indirect interests in Astoria Project Partners, the holding
company for operating company Astoria Energy, to 58.53% from 10.9%,
according to a document filed with the U.S. Federal Energy Regulatory
Commission.

Ownership interests in APP and Astoria Energy II, the company’s sister
500 MW gas-fired plant set for operation in 2011, had been on the block via
advisor Merrill Lynch (PFR, 7/17). A Merrill official and spokeswomen for
CDPQ, JEMB and SUEZ did not return calls. Chuck McCall, ceo of Astoria
Energy, and an EIF spokesman declined to comment. The cost of the stakes
for SUEZ could not be learned. 

SkyPower Nears Wind Biz Sale
SkyPower will likely sell its 10 GW wind development business in Canada
before year-end, according to a deal watcher, adding strategic investors and
financial institutions in the U.S. and Canada are the likely buyers. An official
at Marathon Capital, advisor on the sale, declined to comment. 

The Toronto-based company, which is 80% owned by Lehman Brothers,
has been looking to sell down its wind and solar pipeline since Lehman’s
bankruptcy last year. Binding offers were due for the wind development
business Oct. 15 and for 201 MW of General Electric XLE turbines Oct. 19,
according to documents filed with the Ontario Superior Court of Justice.
The status of the turbine sale could not be immediately learned. 

Real estate concern CIM Group purchased SkyPower’s 1 GW solar
business for an undisclosed sum, the deal watcher says. EDF Energies
Nouvelles unit enXco scooped up 270 MW of GE SLE 1.5 MW turbines
(PFR, 3/6). SkyPower officials did not respond to e-mail and the value and
cost of the wind development business could not be immediately learned. 
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Sempra Prefers Keeping It Foreign 
In Trading
Sempra Energy is interested in tapping another foreign partner
to replace the Royal Bank of Scotland in its commodity trading
joint venture. The company liked the international growth that
RBS brought to Sempra’s existing trading in 2008, says Scott
Tomayko, manager of investor relations in San Diego. He
declined to disclose interested parties. 

Nomura International is a new name being floated on the
trading grapevine as interested in filling RBS’ shoes in RBS
Sempra Commodities, according to market watchers. Officials at
Nomura in London declined to comment. 

Although Sempra has the option to bring the commodities unit
in-house, the “easiest thing is for someone to step into the deal that
RBS has. Nothing is off the table at this point,” says Tomayko.

RBS is obligated to remain in the JV until April 2012 but an
earlier transition is possible depending on when contracts can be
worked out, says Tomayko. Sempra contributed its existing $1.6
billion commodities trading unit to the JV in April 2008 when
RBS invested $1.7 billion.

RBS is divesting its stake to satisfy a European Commission
order after the bank accepted more government funds (PFR,
11/9). Calls to officials at RBS were not returned.

Seattle Developer Preps 
East Coast Expansion
Ridgeline Energy is looking for mid-stage East coast wind
projects to purchase as part of a planned expansion. The Seattle-
based developer wants projects that are “reasonably far along” but
isn’t eyeing specific targets, says Robert Ellis, general counsel. He
declined to say if Ridgeline is using an advisor.

Ridgeline, owned by Veolia Environment, has roughly 1 GW
of projects scheduled to come online in 2011 and 2012 across
Idaho, Nevada, Oregon, Washington and Wyoming. Veolia is
footing the pre-construction development costs and will look to
bank financing for construction, Ellis says. He declined to name
which lenders Ridgeline has approached.

Separately, Diamond Generating is teaming up with
Ridgeline on a 125 MW joint project with BP Alternative
Wind Energy in Idaho, according to U.S. Federal Energy
Regulatory Commission filings. The acquisition, in which
Ridgeline will sell 50% of its share of the project to Diamond,
is expected to close by the end of the month. Ellis and Satoshi
Hamada, director of business development of Diamond,
declined to comment on the deal.

The 125 MW Goshen II project, which has a PPA with
Southern California Edison, is scheduled to be operational this

summer, says Ellis. Diamond, a unit of Mitsubishi, went on the
hunt to invest in late stage wind projects (PFR, 5/1). 

Riverstone/Carlyle Circle 
Biomass Acquisition
Riverstone/Carlyle is acquiring interests in two North Carolina
coal-fired plants that will be converted to biomass, according to
documents filed with the U.S. Federal Energy Regulatory
Commission two weeks ago. A spokeswoman for Riverstone in
New York did not return calls. 

Riverstone will acquire the assets via the Riverstone/Carlyle
Renewable Energy and Alternative Energy Fund II and its
affiliate Carolina Clean Power. The facilities, which include
the 35 MW Elizabethtown Energy plant in Bladen County
and the 35 MW Lumberton plan in Robeson County, are
currently owned by North Carolina Energy Holdings, a
subsidiary of affiliates of private equity firm Atalaya Capital
Management and hedge fund sponsor Del Mar Asset
Management. Calls to Atalaya and Del Mar in New York were
not immediately returned. 

Details, such as the value of the deal and the cost and
timelines for the conversions could not be immediately learned.

Lackluster Response Forecast 
For FIPP 
Project financiers are expecting weak interest in the first round of
Part II applications for the U.S. Department of Energy’s Financial
Institution Partnership Program. “There’s definitely an economic
incentive to go down that route, but there’s also a question of the
time and effort and uncertainty surrounding the program,” notes a
banker, adding that the deadline for Part II applications on Nov. 23
may pass without the DOE receiving a single entry.

Under FIPP, which is part of the loan guarantee program,
banks must fill out a brief Part I application demonstrating
project finance experience in order to qualify to participate in the
program. Part II applications are far more involved and require
term sheets, closing documents, environmental studies and other
material that could spark a several month-long review in order to
receive federal guarantees on loans made to projects. 

Many lenders and developers are in limbo over the program as
they weigh the benefits and disadvantages of FIPP against other
loan guarantee solicitations in light of project timelines, says a
project finance attorney in Washington, D.C. Still other potential
applicants will likely remain on the sidelines of the first round to
see how other peers fair in the process, before deciding whether to
turn in a Part II application during the next round in January. 

Part I applications are due on a rolling basis and the DOE

To receive email alerts or online access, call 800-715-9195. 3
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may have received as many as 50. The DOE did not respond to
calls or e-mails by press time and the number of Part I
applications received could not be learned. 

PPL Wraps Hydro Sale To ArcLight
PPL Corp. is closer to pulling out of the Maine hydro generation
market after the sale of five facilities totaling 23 MWs to ArcLight
Capital Partners was finalized. The Allentown, Pa.-based utility is
in the process of selling an additional three hydroelectric to
Penobscot River Restoration Trust. The deal, which PPL expects
to wrap by early next year, is awaiting final approval from the U.S.
Federal Energy Regulatory Commission to transfer licenses and
permission to demolish two of the facilities.

Black Bear Hydro Partners, an affiliate of ArcLight, bought
the five facilities for about $81 million.

“We intend to focus our generation in the PJM and in the
northwest,” says George Biechler, spokesman at PPL. ArcLight
also acquired PPL’s 50% stake to own outright a 13 MW
hydroelectric facility in West Enfield, Maine. The facilities had
been on the market about 18 months, says Biechler (PFR, 8/7). 

Calls to officials at ArcLight were not returned.

Corporate Strategies
FPL Opts For Corporate Floaters 
Over Non-Recourse
FPL Group Capital, the financing arm of renewable developer
NextEra Energy Resources and Florida Power & Light, is using
short-term debt on NextEra’s wind development pipeline and
taking it out with a $200 million floating-rate debenture issue
instead of going the project finance route. 

“Project financing has been difficult to access in the past few
years. The [capital] markets are pretty favorable right now,
pricing is pretty tight and spreads are thin,” says Mike Haggarty,
analyst at Moody’s Investors Service in New York.

The Juno Beach, Fla.-based company priced the three-year
notes at three month LIBOR plus 40 basis points, with quarterly
resets. The choice of floating-rate notes balances out its non-
floating rate debt and the tenor is likely a reflection of market
appetite and maturity schedule, Haggarty explains. A
spokeswoman did not return calls by press time. 

Proceeds will pay down a portion of the roughly $621 million
in outstanding commercial paper issued to fund construction of
NextEra’s 1,170 MW wind pipeline for this year. NextEra plans
to install another 1 GW of projects next year and has a 31 GW
development pipeline through 2014. The specific projects
funded by the CP program this year could not be learned. 

Barclays Capital, Deutsche Bank Securities and RBS

Securities are the underwriters on the issue each with roughly
$66,666,667 allotments. Moody’s rates the debentures A2 stable. 

TransAlta Funds Acquisition 
With Bonds
TransAlta has issued $500 million in 4.75%, five-year notes to
fund its C$1.7 billion ($1.6 billion) purchase of Canadian
Hydro. The company priced the unsecured senior notes  last
Tuesday. Frank Hawkins, treasurer, and a spokesman in Calgary
did not return calls. 

Proceeds will pay down a roughly C$920 million bridge
facility put in place this summer for the acquisition, says Allan
McLean, analyst for Moody’s Investors Service in Toronto,
adding the tenor of the notes is likely a reflection of market
appetite and the company’s maturity schedule. TransAlta will also
use $360 million in proceeds from a sale of common shares on
Oct. 30 to fund the purchase. 

Details such as the identity of the banks participating in the
bridge facility or whether the proceeds of the equity sale will pay
down the bridge or go toward other acquisition costs could not
be learned. 

HSBC, RBC Capital Markets and RBS Securities are joint
bookrunning managers on the deal and BNP Paribas, CIBC
World Markets, Mitsubishi-UFJ Securities and Scotia Capital
are co-managers. 

Mass. Electric Issues Notes To 
Fund Capex
Massachusetts Electric Co. issued $800 million in senior
mortgage notes to fund capex. Parent National Grid is planning
a substantial capex for its U.S. utilities next year, says George
Laskaris, director of investor relations at Mass. Electric. He
declined to elaborate on the plans. 

Although the money was raised specifically for Mass. Electric,
some money may wind up going to a pool of funds that other
U.S. utilities controlled by London-based National Grid can
withdraw from. “Money is fungible,” says Laskaris. Some
proceeds from a Niagara Mohawk Power Corp. issuance paid
back money it borrowed from the pool (PFR, 9/22).

The 30-year, 144A notes carried a 5.9% coupon. They priced
150 basis points above U.S. Treasuries. The debentures were rated
A3 by Moody’s Investors Service and A- by Standard & Poor’s. 

Bank of New York Mellon, Citigroup, Mizuho and Wells
Fargo & Co. were chosen as underwriters after Mass. Electric
looked at a variety of offers from relationship banks, says
Laskaris. Officials at the banks either declined to comment or did
not return calls.

©Institutional Investor News 2009. Reproduction requires publisher’s prior permission.4
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Project Finance Deal Book 
Deal Book is a matrix of energy project finance deals that PFR is tracking in the energy sector. The entries below are of new deals or deals where
there has been change in their parameters or status. To report updates or provide additional information on the status of financings, please call
Jeanine Prezioso at (212) 224-3226 or e-mail jprezioso@iinews.com. 

Live Deals: North America
Loan 

Sponsor Project Location Lead(s) Loan Amount Tenor Notes

Horizon Wind Energy Blue Canyon (99 MW) Southern California GE EFS TBA TBA TBA GE EFS plans to loan money to the projects (PFR, 11/9).

Arlington (103 MW) Gilliam County, Ore. GE EFS TBA TBA TBA

Kruger Energy Chatham (100 MW Wind) Ontario TBA TBA TBA TBA Talking to banks for projcet finance (PFR, 11/9).

Terra-Gen Power Various (831 MW Renewables) Various BNP Paribas, Citibank, Bank of Refi/Term Loan $215M 2.5-yr Deal wrapped (PFR, 11/9). 
Montreal, barclays, Credit 
Suisse, Fortress, ING, Natixis, 
UBoC, UBS

For a complete listing of the Project Finance Deal Book, please go to iipower.com.

Americas
• California Energy Commission member Jeffrey Byron has
proposed the commission approve Macquarie Group’s
planned 600 MW gas-fired plant in the San Joaquin Valley.
Pacific Gas & Electric has a PPA with the $530 million
facility (Dow Jones, 11/10).

• New Jersey regulators have approved Public Service Gas &
Electric’s proposal to expand its solar loan pr ogram to $248
million and 51 MW, from $143 million. The loans are available
to homeowners, businesses and municipalities interested in
installing solar generators in the state ( CNET News, 11/11). 

• Utilities that operate U.S. nuclear plants ar e waiting to see if
President Barack Obama can agree on a new arms treaty with
Russia so the companies can secure a steady supply of nuclear
material. Disarmament over the last two decades has led to
utilities getting 45% of the required nuclear fuel from former
Soviet bombs (The New York Times, 11/9).

• Utility executives at Duke Energy, Exelon and Southern Co.,
are calling for Congress to finalize legislation to cap greenhouse
gas emissions. The push comes amidst fears that the U.S.
Environmental Protection Agency will establish costlier and less
effective rules if Congress does not come up with the legislation
(The Wall Street Journal, 11/9). 

• Integrys Energy Services is selling two generation companies
in northern Maine and New Brunswick to Algonquin Power &
Utilities for an undisclosed sum. The sale includes three hydro
plants and five thermal plants with a combined capacity of 75
MW (MaineBiz, 11/11).

Europe
• U.K. utility Scottish and Southern Energy will submit plans
to develop the country’s largest carbon capture trial facility at its
Ferrybridge coal-fired plant in Yorkshire. (Dow Jones, 11/11).

• E.ON sold its German transmission grid to TenneT, a Dutch-
owned power network operator, for EUR1.1 billion ($1.64
billion). The E.ON unit, Transpower Stromuebertragungs, had
been for sale for a year (Dow Jones, 11/10). 

• The British government agreed to a streamlined approval
process of 12 months for 10 pr oposed nuclear plants. Several
utilities, including RWE, EDF and Scottish Power, are waiting
on approval and the promise of government funding (Daily
Telegraph, 11/9).

Asia
• High funding costs and weak solar panel manufacturing
capacity are blocking India’s ambitions to build at least 20 GW
of solar by 2020. The government is expected to announce plans
to push its $19 billion proposal on Saturday. (Dow Jones, 11/11).

• The International Energy Agency estimates that one billion
people will still be without power in 2030. Areas most likely to
be left in the dark will be in Sub-Saharan Africa and Southeast
Asia (Reuters, 11/10).

• Singapore-based company Sembcorp Utilities has landed a
15-year PPA to back a 450 MW plant in O man. The company
beat out Marubeni and General Electric to build, own and
operate the $1 billion plant (Reuters, 11/8).

News In Brief
News In Brief 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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PPL Scouts Investment Options
PPL Corp. is scoping out acquisitions, including gas-fired
generation and expanding its transmission unit. The utility has
been looking at different assets in the PJM territory that could
balance some of its carbon footprint, say bankers.

PPL has kicked the tires on a few plants in PJM, but may be
reluctant to invest in individual assets if the company is seriously
eyeing a regulated utility acquisition, says a banker in New York.
James Miller, ceo, noted recently that PPL is open to absorbing
regulated utility, but nothing is in the works.

The Allentown, Pa.-based utility is in the process of selling off
its hydroelectric generators in Maine to focus on its operations in
the PJM and northwest regions (see story, page 4). A spokesman
for PPL declined to comment on its acquisition plans.

Vermont Pension Fund 
Taps Commodities
The $2.5 billion Vermont Pension Investment Committee has
tapped Schroder Investment Management for a 2%
commodities mandate. Stephen Rauh, chairman, says Vermont
selected Shroders for its diversified exposure, portfolio flexibility
and strong research capabilities. The other finalists were
Wellington Management and Gresham Investment
Management. Spokesmen for the firms did not return calls.

The mandate is still subject to contract negotiations and is
part of the fund’s decision to invest in commodities for
diversification purposes. The committee has decided to use active
management and benchmark the mandate to the Dow Jones
Commodities Index. NEPC assisted with the manager search. 

Dita Bronicki, ceo in Reno, Nev. A project finance attorney
in Washington, D.C., says the language in the original tax
equity deal may have specified that even if the entity with
right of first refusal initially passes, the seller of the tax equity
still needs re-approach the entity for approval when it has an
offer from a prospective buyer. Bronicki could not be reached
for comment. 

Lehman and Morgan Stanley had 30% and 70% ownership
interests, respectively, in the portfolio for production tax credit
purposes.

The company purchased the stake at a discount that
would automatically yield a $13 million pre-tax gain this
quarter, according to its Web site. It will likely look to sell
the tax equity benefits of the stake sometime in the future,
the deal watcher says. Michael Feldman, managing director
at Goldman in New York, directed questions to a

ORMAT TRUMPS
(continued from page 1)

Bringing a private equity fund or strategic partner aboard would
allow Duke to more easily pursue its 5 GW pipeline that would
carry a hefty price tag if developed, M&A bankers say. At the
market rate of $2 million per MW in construction, Duke could be
looking at $10 billion in construction costs if the pipeline is built
to capacity. The company is planning to bring 200 to 300 MW of
wind power online each year. —Holly Fletcher

DUKE RE-LAUNCHES
(continued from page 1)
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Quote Of The Week
“Project financing has been difficult to access in the past few years.
The [capital] markets are pretty favorable right now, pricing is pretty
tight and spreads are thin.”—Mike Haggarty, analyst at Moody’s
Investors Service in New York, on FPL Group Capital’s move to
forego project financing its wind pipeline in favor of short-term corporate
debt (see story, page 4).

One Year Ago In Power Finance & Risk
Dynegy put its 18 GW generation portfolio on the block hiring
Goldman Sachs and Greenhill & Co. to send out a book to
potential suitors. [LS Power has tapped BNP Paribas, WestLB,
ING and GE Energy Financial Services to lead a $750-800
million financing backing its purchase of nine Dynegy assets
with a 4 GW capacity (PFR, 10/30)].

...With Strings Attached
It’s a bird. It’s a plane… it’s a high altitude

wind kite? The storied, high-flying pastime
may be a Jetson-esque power generator.
Companies like Google-backed Makani

Power and Italian firm Kite Gen are building super-kites
capable of harnessing high altitude wind kinetic energy. A kite
engineered to float up to 3,000 ft above the earth’s surface could
have a 1 GW capacity.

A recent conference at Chico State University in Chico,
Calif., brought kite enthusiasts together to discuss the future
of kite power, including how to avoid entangling jetliners.
One idea is to suspend them in no-fly zones like the ones
above nuclear plants. An upside to planning is that
atmospheric winds blow continuously so developers
wouldn’t need to consider climate change when predicting
wind patterns. 

But realistically, kite power comes with its own set of
obstacles. Anyone who’s ever tried to fly a kite will raise an
eyebrow over the prospect of launching a huge, heavy power-
collecting kite way up in the sky. Not to
mention, maintenance—once it’s up, how
will it come down?

It’s probably too soon to expect
financing proposals to come breezing
across your desk but who knows—
the Makani Power voicemail box is
already full.

Alternating Current

banker in London.
The projects include:

• The 905 MW Inch Cape developed by RWE Npower
Renewables and SeaEnergy Renewables (as Inch Cape
Offshore Wind Farm)

• The 700 MW Bell Rock developed by Airtricity
Holdings and Fluor

• The 450 MW Neart na Gaoithe developed by
Mainstream Renewable Power

• The 415 MW Forth Array developed by Fred Olsen
Renewables

The companies expect to get approval for the projects by the
Scottish government by 2012. 

Challenges with financing offshore wind include dealing with
the elements of water and storms, and a need for stronger blades
and associated technologies, the banker adds.

All of the companies say they are in preliminary stages of
development and have not approached banks for financing yet.
All attended a stakeholder meeting Wednesday to begin a
dialogue about the projects, says a spokeswoman for Fred Olsen
Renewables in London. —Jeanine Prezioso

SCOTTISH OFFSHORE
(continued from page 1)

spokesman, who did not return a call by press time.  
The portfolio includes the 13.7 MW Desert Peak II project in

Fernley, Nev., and three projects in Reno: Steamboat Hills (5
MW), Galena II (10 MW) and Galena III (20 MW).

—Sara Rosner
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