Aging Coal Plants, High Coal Prices Bankrupt Big Power Producer
by Daniel Cusick
December 18, 2012 – One of nation's largest unregulated utility holding companies, Edison Mission Energy, yesterday filed for Chapter 11 protection under the Bankruptcy Code, saying it would seek to restructure an estimated $5 billion in debt from creditors.  Santa Ana, Calif.-based Edison Mission and 16 affiliated firms filed a bankruptcy petition in U.S. Bankruptcy Court for the Northern District of Illinois.  Executives said operations at the company's "electric facilities across the country will continue to generate power safely and reliably, and it will continue to focus on its marketing and trading operations."
Edison Mission Energy owns or has leasing stakes in 43 power plants around the country, including roughly 10,300 MegaWatts within the company's pro rata share.  Among the firm's major holdings are Chicago-based Midwest Generation, which operates 4 coal-fired power plants in Illinois, and Edison Mission Operation & Maintenance Inc.  (EMOMI), which operates 8 natural gas power plants in California and a waste coal plant in West Virginia.  EMOMI was not among the subsidiaries included in the bankruptcy petition.
The company also owns a large coal plant in Homer City, Pa., as well as a biomass power plant in New York.  It is also a major investor in U.S. wind energy, with projects in operation or under construction in Illinois, Iowa, Minnesota, Nebraska, New Mexico, Oklahoma, Pennsylvania, Texas, Utah and Wyoming.  Among Edison Mission's largest creditors are Commonwealth Edison, with a $19.2 million stake in the company, and Wells Fargo Bank.
The company's coal-fired power plants have been especially hard hit by the economic and regulatory shifts around coal, and earlier last year, Midwest Generation announced the closure of 2 older coal-fired plants in the city of Chicago.  "Like other independent power generators, [Edison Mission Energy] has been challenged by depressed energy and capacity prices and high fuel costs affecting its coal-fired facilities, combined with pending debt maturities and the need to retrofit its coal-fired facilities to comply with environmental regulations," the company said in a statement.
'Deeply Challenged' by Market
In November, Edison Mission CEO Ted Craver warned investors that the company had been "deeply challenged" by low margins in its merchant power portfolio.  He predicted then that the company would not be able to make a $97 million interest payment on bonds that it owned by Nov. 15.  A 30-day grace period to make that payment expired this week, triggering yesterday's filing of voluntary bankruptcy petitions.
Edison Mission's agreement with Commonwealth Edison and other holders of an estimated $3.7 billion in debt is subject to court approval.  Pedro Pizarro, EME's president, said in a statement yesterday that the court filings were "an important first step in the process to reduce our debt, enhance our liquidity profile and position EME for continued operation and future success while preserving our ability to generate power safely and reliably at our electric facilities across the country."
The Chicago-based Environmental Law and Policy Center, which has long pressed Midwest Generation to clean up or retire its older coal-fired power plants in Illinois, said the company's difficulties are an outgrowth of decades of management that allowed wholesale electricity profits to flow to shareholders rather than invest in building a clean power plant fleet for the 21st century.
The company's pain became even more acute as Illinois shifted from a regulated to a competitive electricity market and wholesale electricity prices dropped.
"When Midwest Generation was profiting while wholesale electricity market prices were high, it sent dividends to its parent company in California; now, while wholesale market prices are low, the California-based parent has not supported Midwest Generation and has helped to trigger the bankruptcy," ELPC Executive Director Howard Learner said in a statement.
Learner said his organization will continue to press a restructured Edison Mission to address its aging power plant fleet "to make sure that if these old, highly polluting coal plants continue to operate, that they are cleaned up with the installation of modern pollution control equipment."
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