truthout-LynnN. Hargis| When China Owns Our Utilities

t truthouteeditorial

trithout

d

donarne

S

subscribe

1

ISSLES

C

EEVIFONENT

Im

muliimedia

=04 Print This Story [=1J E-mail This Story

What do you think? Thetruth o ut Town Meeting is in progress. Join
the debate!

When China Owns Our Utilities
By Lynn N. Hargis
truthout| Perspective

Thursday 30 June 2005

It is a great irony that on the day President Bush called for a
thorough review of China's proposed acquisition of a California-based
oil company, Unocal, the United States Senate voted 85-12 to send an
energy bill to conference that would allow China to own local US public
utilities, without a murmur from the administration, lawmakers or the
media. Perhaps this is an example of the government and the press
being unable to address something that is not literally exploding under
their noses at the moment. Indeed, a reputable reporter and Enron
veteran assured me that China wouldn't be interested in acquiring US
utilities, because they couldn't ship the electricity to China! | gently
suggested that the Chinese might want to buy utilities for the same
reason that America's most famous investor, Warren Buffett, wants to
buy utilities (or the reason he gives, anyway): to obtain steady,
reasonable and reliable utility revenues (from captive utility
customers).

Buffett denies that he, like so many others in the past, wants to
simply use utilities as "cash cows" to fund other, more profitable
business ventures. This was what led to the collapse of the utility
holding companies during the Great Depression, and resulted in the
passage of the Public Utility Holding Company Act of 1935 (PUHCA),
the law that the Senate has just voted to repeal. Owning utilities just for
profit was enough for the Power Trusts of the roaring 1920s and '30s,
who invested the utility revenues in numerous non-utility schemes
before they crashed, resulting in 53 utility holding company
bankruptcies and 23 bank loan defaults pre-PUHCA. Owning merchant
(PUHCA-exempt) power plants has also offered enough temptation for
a number of modern utilities, including Enron, Mirant, NRG, NEG, and
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others, to invest in non-utility businesses that similarly crashed and
burned, with the merchants declaring bankruptcy. Whatever side
benefits might accrue to China from owning utilities (including nuclear
power plants) within a country that could potentially become hostile
towards them would just be gravy.

The Chinese, as it turns out, already own a good chunk of America,
but most of their investment is held in government bonds that don't pay
highly. One could hardly blame the Chinese for setting their investment
sights a little higher, and numerous recent articles indicate that they
plan to do exactly that, by making investments in US companies. Why
wouldn't they follow Warren Buffett's advice and buy utilities, when
bidders are currently bidding over $250,000 just to share the
investment acumen of the Oracle of Omaha over a single lunch? And
Bill Gates, the Number One World's Richest Man (Buffett is only
Number Two, but he tries harder) has not only bought shares in
utilities, but has just purchased a huge chunk of shares (at $83,000 a
pop) in Buffett's Berkshire Hathaway holding company that has
recently announced its decision to acquire more utilities. Why should
the Chinese ignore the advice of such sterling and acclaimed
capitalists if they want to increase their capital? If a utility acquisition
also gives them the opportunity to take down the US electric grid if
they so desire (we now know it is notoriously prone to going down),
why that's just a side benefit. If, short of war, the Chinese simply want
to stall our national economy a little, couldn't they take a lesson from
the California electricity crisis in 2000-2001, from which California, the
fifth largest economy in the world, is still struggling to recover, by
withholding their generation from the "market?"

And where are the patriotic defenders of our country, our economy,
our utility investors (our pension plans) and ourselves as electric and
natural gas consumers who would prevent such an economic - or
potentially, security - disaster? Apparently they are not in the United
States Senate nor in the House, which has already voted to repeal
PUHCA. And, indeed, where is the media to report on this potentially
catastrophic occurrence? Still talking about Enron, apparently.

Lynn Hargis is a volunteer attorney/lobbyist at Public Citizen, Inc., a
national consumer advocacy organization. For the last twelve years,
Ms. Hargis was Counsel for an international law firm representing
developers of independent power plants around the world. She served
as Assistant General Counsel for Electric Rates and Corporate
Regulation at the Federal Energy Regulatory Commission from 1979
to 1985.
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Jump to today's TO Features:

Today's TO Features

(In accordance with Title 17 U.S.C. Section 107, this material is
distributed without profit to those who have expressed a prior interest
in receiving the included information for research and educational
purposes. truth o uthas no affiliation whatsoever with the originator
of this article noristruth o utendorsed or sponsored by the
originator.)

"Go to Original" links are provided as a convenience to our readers
and allow for verification of authenticity. However, as originating pages
are often updated by their originating host sites, the versions posted on
TO may not match the versions our readers view when clicking the
"Go to Original" links.
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