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CMS Energy is one of the world’s leading energy
infrastructure companies. Our unique capabilities 
span the entire energy value chain, from oil and gas extrac-
tion, through processing, transmission and 
electricity generation, to distribution and energy 
marketing services for end-users.



1999
An ownership interest was purchased in Grupo
Companhia Paulista de Energia Elétrica (CPEE), a
group of electric distribution companies in Brazil.
CPEE serves 135,000 customers in a market where
annual growth in electric consumption averages 
6 percent.

Two pipelines were completed in the Powder River
Basin of Wyoming and Montana. The lines will
gather and transport gas from the area’s coal bed
methane development, including reserves being
developed by CMS.

CMS acquired the Panhandle Companies, 
extending our natural gas presence from the Gulf
of Mexico to the Great Lakes. The $2.2 billion
acquisition positions us as a major energy company
in the Midwest.

The 200 megawatt GMR Vasavi power plant 
began operating in Chennai, India. It is our second
generating plant in the country. Our third, the
Neyveli plant, is under construction, and we are
continuing to plan TIDCO, a 1,886 megawatt electric
power plant and liquefied natural gas project.

The GasAtacama pipeline/power plant project began
operating. The pipeline is the first to carry natural
gas from Argentina to the copper mining region in
northern Chile. In addition to serving customers
directly, the pipeline fuels our 555 megawatt NOPEL
generating plant.

A 300 megawatt electric generating plant in
Thailand, National Power Supply Units 7 and 8,
began operating. The plant sells electricity under
long-term contract to the Electric Generating
Authority of Thailand.

Three new peaking plants, totaling more than 
350 megawatts, were added in Michigan in time 
to meet heavy summer loads. One of the plants 
is the first stage of the 710 megawatt Dearborn
Industrial Generation plant, which will supply
power to Michigan’s Ford Rouge complex as well
as sell electricity in the Michigan market.

CMS increased proved oil and natural gas reserves by
36 percent to a record 248 million barrels of oil
equivalent. The growth includes major new natural
gas production in Midland, Texas. We also discov-
ered a large new oil field in the Colón Block of west-
ern Venezuela. And we completed a significant
development well in the Ginta oil field of Ecuador.

Viron, an energy services company with more than
20 years of experience, was acquired. The company
is qualified for government contracts, significantly
expanding the potential market for our energy
services business.



2000
A 696 megawatt expansion of the company’s Jorf Lasfar 
generating plant in Morocco will be completed. The expansion
doubles the plant’s capacity to about 1,356 megawatts, or 
one-third of the country’s electricity.

The first two units of Takoradi II, a gas-fueled generating plant 
in Ghana, are scheduled to be completed. Each unit is 110
megawatts; a third will be finished in 2002. The plant will be 
a welcome addition; the major source of Ghana’s electricity 
currently is hydropower, and droughts have caused a power crisis.

Another 100 megawatts of electricity generation will begin 
operating at the Dearborn Industrial Generation plant in Michigan,
bringing capacity to 260 megawatts. All 710 megawatts will be
completed in 2001.

In Chile, the GasAtacama pipeline has been extended about 
125 miles to fuel the Taltal power plant, which this year will
begin generating 120 megawatts of electricity.

The Transportadora de Gas del Norte pipeline, stretching 3,200
miles through northern Argentina, is being expanded. The 
273-mile addition, called the Transportadora de Gas del Mercosur
pipeline, will for the first time connect Argentine natural gas
with markets in Brazil.

Early in 2000, CMS announced the acquisition of Sea Robin, 
a strategic, 445-mile offshore pipeline system in the Gulf of
Mexico that can be connected to CMS Trunkline’s system.

CMS Energy Momentum

Our energy operations grew by more than 
$4.1 billion in assets during 1999. We added 
a major North American pipeline, and put
1,400 megawatts of electricity generation into 
operation. Major new natural gas and oil dis-
coveries boosted proved reserves to record levels.

This growth helped increase consolidated
revenue by 19 percent in 1999. 

In 2000, we will continue to concentrate
our operations in key geographic regions.
Assets that no longer fit the company’s 
strategy will be sold, and a number of 
additions are planned. The additions include 
a pipeline acquisition completed early in 
the year, 1,100 megawatts of new generation
and a natural gas pipeline extension that
opens up an important new market.
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FINANCIAL HIGHLIGHTS

Millions of Dollars, Except as Noted

Percent
December 31 1999 1998 Change

REVENUE
Electric utility $2,667 $2,606 2.3
Gas utility 1,156 1,051 10.0
Independent power production (a) 1,073 880 21.9
Natural gas transmission, 

storage and processing (a) 895 218 310.6
Oil and gas exploration and production (b) 143 127 12.6
Marketing, services and trading (a) 1,320 1,228 7.5
International energy distribution (a) 307 233 31.8
Other 31 15 106.7

Total Revenue (a)(b) $7,592 $6,358 19.4

Consolidated revenue $6,103 $5,141 18.7
Consolidated net income $ 277 $ 285 (2.8)
Return on equity (percent) 11.8 14.2 (16.9)
Per common share

Basic
Net income attributable to common stock $ 2.44 $ 2.65 (7.9)
Premium on redemption of Class G stock (0.26) – –

Net income available to common stock $ 2.18 $ 2.65 (17.7)
Diluted

Net income attributable to common stock $ 2.42 $ 2.62 (7.6)
Premium on redemption of Class G stock (0.25) – –

Net income available to common stock $ 2.17 $ 2.62 (17.2)
Dividends declared $ 1.39 $ 1.26 10.3
Book value $21.17 $19.61 8.0
Market value (year-end) $31.19 $48.44 (35.6)

(a) Includes CMS Energy’s share of unconsolidated revenue.

(b) Before intercompany eliminations.



Six new plants began operating, adding about
1,400 megawatts of generating capacity.

The GasAtacama pipeline and power project
began commercial operation with Argentine
gas deliveries to Chile.

CMS completed the $2.2 billion acquisition 
of the Panhandle Companies to create 
a major Midwest energy presence, 
transporting 5 percent of the nation’s 
natural gas supply.

William T. McCormick Jr., Chairman and CEO (left)
Victor J. Fryling, President and COOTo our shareholders
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1999 was a disappointment.

Our earnings fell far short of our goal. Consolidated
net income for 1999, after a write-off, totaled 
$277 million, or $2.44 per share compared to 
$285 million, or $2.65 per share in 1998. A pre-
mium paid for repurchasing Class G shares reduced
per share earnings by $.26 to $2.18 per share. The
premium payment did not reduce net income.

The major reason for the decline was a $49 mil-
lion, or $.45 per share write-off of our entire invest-
ment in an unsuccessful gas treating company,
Nitrotec. Before the write-off, earnings totaled
$326 million, or $2.89 per share — a 9 percent
increase from 1998.

The company wrestled with several other signifi-
cant problems during the year, as well. The most
important of those is the debt on our balance sheet,
which represents 68 percent of our capitalization.
That high level limits our ability to finance large
investments that are critical to continued growth in
the international energy business. It also makes us
particularly sensitive to recent rising interest rates,
which are increasing our cost of debt.

All of our businesses are strong and growing, as
will be discussed later in this letter. However, several
of our investments struggled in very difficult market

conditions. The Australian and Argentine commer-
cial markets for electricity are extremely price-com-
petitive and difficult to predict; current prices are so
low that our generating plants in those countries
either aren’t making a profit, or are earning well
below our expectations. In Australia, state govern-
ments are continuing to subsidize their own power
plants, despite a promise of full competition. That
puts private plants like our Loy Yang facility at a
severe disadvantage. As a result, we have
announced that we intend to sell our 50 percent
interest in Loy Yang. We are also reviewing our
underperforming Argentine generation assets to
develop plans for their improvement or sale.

Because of these difficulties, we have not deliv-
ered the level of sustained earnings increases that
the market expects of growth companies, and we
have reduced our 2000 earnings forecast.

And, as you undoubtedly are aware, energy com-
pany stock prices dropped considerably during the
year. CMS Energy stock fell 36 percent in 1999, while
our peer group declined about 25 percent. CMS
stock dropped further after year-end, in reaction to
our reduced $2.50 per share 2000 earnings outlook.

These problems are as unacceptable to us as they
are to you. We can, however, fix them. This past
February we announced a financial restructuring



CMS redeemed its Class G tracking
stock. Early in 2000, the company
announced plans to issue a
Consumers Energy tracking stock.

The purchase of Grupo Companhia
Paulista de Energia Elétrica in Brazil
strengthened our international 
electric distribution business. 

Major oil and natural gas 
additions increased CMS
reserves to a record level.

As construction of the Al Taweelah A2
power and water plant progressed,
three publications recognized the
project as “power deal of the year”
for 1999.
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plan that will raise equity and reduce debt. We
expect the plan will strengthen our balance sheet
and enable us to consistently achieve a high earn-
ings per share growth of 10–12 percent in 2001 and
12–15 percent in the following years.

First, we plan to raise up to $1.3 billion that will be
used largely to reduce our debt and fixed charges,
and in the process improve the company’s financial
flexibility. Some of the funds also will be used to
repurchase up to 10 million shares of CMS Energy
common stock. Our goal is to reduce the debt on our
balance sheet to 55 percent of our capital structure
by the end of 2002. That level should boost our com-
pany’s debt securities to investment grade. 

At least $600 million of the total will come from
the sale of assets that are no longer central to the
company’s business strategy. We’ve already found
buyers to meet about half of the goal; several
other sales are completing the bid process. Most
of these sales will be at higher prices than we paid
for them, and will result in significant earnings
gains in 2000.

We are considering raising the balance of the
total through an issue of a tracking stock that will
represent about a 20 percent economic interest in
Consumers Energy, the electric and natural gas util-
ity that is our principal subsidiary. CMS expects to

pay about 75 percent of its utility earnings as divi-
dends, in line with the dividend levels other utility
companies are paying. Moving forward on the
tracking stock offering will depend on market con-
ditions. If market conditions are not satisfactory, we
will improve our balance sheet through additional
asset sales or other alternative means.

Assuming the tracking stock is issued, CMS
Energy will reduce the dividend on its common
stock to $.40 per share annually, from the current
yearly rate of $1.46. This lower dividend would rep-
resent about a 15 percent payout of earnings,
which is similar to that paid by comparable higher-
growth energy companies. The $125 million of
annual savings from the reduced dividend will be
used to help fund the company’s cash flow and
earnings per share growth.

We realize that some CMS Energy shareholders
prefer a high-yield stock rather than a growth-
oriented investment. To give them that choice, the
Board of Directors has approved, after the tracking
stock is issued, a tax-free exchange offer to con-
vert CMS Energy common stock into the new
tracking stock.

We appreciate the significance of these actions,
and how seriously they are viewed by investors. We
also believe that, given time to evaluate our actions,
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• Beginning construction of the company’s third
power plant in India, the 250 megawatt Neyveli
project in Tamil Nadu.

• Beginning construction of two 110 megawatt gen-
erators in Ghana; they’ll be completed this year.

• Beginning construction of the first energy privatiza-
tion project in the United Arab Emirates, the Al
Taweelah A2 power and desalination facility.
Capacity is 710 megawatts and 50 million imperial
gallons per day of water.

• Placing into service the Fort Union and Bighorn gas
gathering systems in the Powder River Basin of
Wyoming.

As you can see, the day-to-day operation of
CMS Energy businesses is strong. That is due in
no small part to the skill, dedication and hard
work of our 11,500 CMS employees and the
additional 3,600 partnership employees. We 
are proud of their success, and grateful for their
support as we work to provide them with a
stronger company.

We also thank our Board of Directors for their
wise counsel and continuing support through
this period.

And we thank you, our shareholders. We ask for
your patience, and invite you to judge us not by our
words, but by our progress in the year ahead.

William T. McCormick Jr.
Chairman and Chief Executive Officer

Victor J. Fryling
President and Chief Operating Officer

March 21, 2000

investors will share our belief that CMS Energy is a 
strong company with a bright future, and that we 
have a good plan to restore value.

The company has a strong base upon which to
build. Consolidated operating revenue, for exam-
ple, grew 19 percent last year to $6.10 billion, com-
pared to $5.14 billion in 1998. In the last five years,
consolidated revenue has grown at a compound
annual growth rate of 11.1 percent. Cash flow
exceeded $900 million in 1999 and will approach
$1 billion in 2000.

Our business grew significantly in 1999 through
important acquisitions, projects moving into com-
mercial operation, and new projects that will add
revenue and earnings in future years. Among them:

• Acquisition of CMS Panhandle and its 10,400 miles
of natural gas pipelines, which are the backbone of
our growth strategy in North America. Purchased
last March, in 2000 we will get the benefit of a full
12 months of earnings.

• Placing several generating plants into commercial
operation: Units 7 and 8, totaling 300 megawatts,
at the National Power Supply plant in Thailand;
GMR Vasavi, totaling 200 megawatts in India; and
more than 350 megawatts of generation in
Michigan. This includes the first peaking generator
on the site of the 710 megawatt Dearborn
Industrial Generation plant in Michigan, and two
other peaking plants.

• Placing into commercial operation the GasAtacama
pipeline, which transports natural gas from
Argentina to northern Chile, and the first phase of
the project’s NOPEL generating plant in Chile.
Contracts for 85 percent of NOPEL’s capacity will
phase in from 2002–2005.

• A major new gas discovery in Texas, and oil discover-
ies in Venezuela and Colombia. As a result, proved
oil and gas reserves increased by 36 percent, to 248
million barrels of oil equivalent. The present value of
our proved oil and gas reserves, based on the stan-
dard SEC PV10 measurement, increased from about
$400 million in 1998 to $1 billion at year-end 1999.
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The Energy Business
Energy markets grow through three stages on their way to full competition.

Stage one is the emerging market. It is characterized by a government’s deci-
sion to end its total control over energy and sell parts of its energy businesses.

As privatization increases, energy moves into a transition market. Well-estab-
lished, highly skilled businesses become the norm, eventually translating into
robust competition. The United States is in this stage; although private businesses
dominate, their monopoly markets and tight government regulation of distribu-
tion are only beginning to make way for competition.

In the final stage, energy becomes a mature market. Energy is actively and
widely traded, and there is full competition.

Across these evolutionary stages
stretches a trend called convergence.
Enabled by technology, it means that in
the eyes of the energy user, the form of
energy (oil, gas, electricity, etc.) is losing
importance. Instead, the customer values
what energy can do, such as heating 
or lighting.

Our Strategy for Success
We have two competitive advantages — our 
edge over the competition in these very different,
demanding markets.

The first is our energy value chain. It spans all
fuels and includes every step, beginning with resource
extraction and reaching all the way to the customer.

It adds value at each point. The value chain
begins with exploration and production,
and continues across gathering, processing,
storage, transportation, generation, distribu-
tion, marketing and energy management
services. We are experts in each of these seg-
ments, and in integrating them to provide
unique, one-stop solutions for the customer.

Our second competitive advantage is a rich
knowledge base, which lets us get the most

value from our technological expertise. Our skills in
engineering, financing, construction, management
and operation give us the flexibility to adapt our
energy businesses to each particular opportunity. They
also enable us to integrate them for greater value.

The CMS story that follows explains how we are
putting this value chain and our unique knowledge to
work to create value for customers and shareholders.
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Midland

T E X A S

West Texas is a primary
area of focus for CMS Energy’s
North American exploration
and production efforts. The
company believes the area has
tremendous potential, based
on its success with several
wells there. There are 19,000
additional acres, on which CMS
plans to drill more than 100
wells by the end of 2001.

CMS Exploring & Producing Processing Transporting

Exploration and production
activities are located in the
U.S., Venezuela, Colombia,
the Republic of the Congo,
Cameroon, Equatorial Guinea
and Tunisia. In 1999, the com-
pany produced gas, oil and
condensate totaling 12 mil-
lion barrels of oil equivalent
(MMBoe). Total proved
reserves are 248 MMBoe.

explo 
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ring &
From wellhead to burner tip, from financing and
developing to operating on five continents, CMS
Energy has the experience and skills that are mak-
ing energy projects succeed.

Our energy assets and services cover the full
spectrum: wells that extract natural gas, oil and liq-
uids from the earth; facilities that process oil, liquids,
natural gas and liquefied natural gas; pipelines that
move the energy to market; plants that produce
steam, electricity and drinking water; pipelines and
wires that move energy to homes and businesses;
and marketers who sell energy and help customers
make the best use of the energy they buy.

We tailor these services to a country’s specific
market needs. We can offer them separately, such
as building a single power plant or pipeline, or

together in a chain of energy assets. This integrated
energy value chain— the ability to provide a com-
plete range of services—differentiates CMS from
other energy companies. 

At the front end of CMS Energy’s value chain
are exploration and production— the extraction of
oil, gas and liquids from the earth. Last year was
the most successful period of exploration in the
company’s history, increasing proved oil and gas
reserves by 36 percent. The company discovered a
major new oil field in western Venezuela and an
additional oil field in Colombia.

In the U.S., our strategic exploration focus is on
natural gas, to supply a market in which consump-
tion is expected to grow 30 percent in the next
decade. Our success will help maximize the value
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of the company’s significant U.S. gathering, pro-
cessing and transportation facilities.

CMS drilled three successful gas wells in a new
field near Midland, Texas, last year. The wells
yielded high-quality gas with an impressive com-
bined daily flow rate of about 28 million cubic feet
of gas and 1,700 barrels of condensate. Two addi-
tional successful wells were drilled early in 2000.

The wells’ high flow rates are the result of hori-
zontal drilling technology; CMS is one of the first
independents to successfully use this technology
in the area’s Devonian formation. The wells were
first drilled vertically to depths of two miles, and
then horizontally for another mile. One horizontal
well in the Devonian formation is expected to

yield production volumes equal to four or five 
vertical wells.

This synergistic project combines the experience
of our oil and gas team for drilling and production,
and the talents of our gathering and processing
team, which built gathering lines from the wells to
deliver gas for processing and to market. CMS plans
to drill 35 more horizontal wells in the area in 2000. 

A similar synergy is taking place in Equatorial
Guinea in West Africa, where the company pro-
duces condensate and liquefied petroleum gas
(LPG) from a gas field off the island of Bioko. A
major expansion program is adding new platforms
and wells, and is expanding the undersea pipeline
and onshore processing facilities. Gas production

The company discovered a major new oil 
field in Venezuela. CMS holds an interest of
almost 44 percent in the Colón Block, in the
Maracaibo Basin.

ing
V E N E Z U E L A
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Gathering, storage and pro-
cessing facilities are concen-
trated in the United States.
The company owns interests
in facilities that can process 
1 billion cubic feet of gas 
per day; 4,800 miles of gas 
gathering pipelines; and 200
billion cubic feet of working
gas storage. Its Louisiana 
liquefied natural gas facility
provides berthing, unloading,
storage and regasification,
and has the capacity to
regasify 700 million cubic
feet per day.

Specially equipped tankers bring liquefied natural
gas (LNG) to the company’s Lake Charles, Louisiana,
facility — the largest active LNG facility in North
America. The gas carried on LNG tankers is natural
gas that has been reduced to a liquid state by cool-
ing it to minus 260 degrees Fahrenheit. This greatly
increases the volume a tanker can carry; one LNG
tanker can transport enough LNG to equal 600
tankers carrying natural gas at atmospheric pres-
sure and temperature. The LNG is stored in tanks at
Lake Charles until it is needed. At that time it is
returned to its gaseous state by a process of heat
and pressure for pipeline transportation.

processing& storing
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will nearly triple to 250 million cubic feet per day,
substantially increasing the condensate and LPG
available for export.

The dry gas exiting the processing plant will be
used as feedstock at a new methanol plant being
built by a CMS partnership. The plant, with a capac-
ity of 2,500 metric tons per day, will be completed
late this year. Methanol sales to various world 
markets will begin in 2001. The facility is expected
to be one of the lowest-cost producers of methanol
in the world.

Gas not used as feedstock will be used to fuel
the small gas-fired power plant built by CMS for
the Equatorial Guinean government, or will be
reinjected into the field. The methanol plant 
will end the need for any flaring and, as a result,
improve the environment.

Synergy is also the key to a major project
underway in the western U.S. CMS partnerships
are developing coal bed methane fields and
related gathering systems in Wyoming’s Powder
River Basin.

Gulf of
Mexico

Sea Buoy

Shipping Channel

24 miles

24 miles

Calcasieu
Lake

CMS TRUNKLINE LNG TERMINAL

L O U I S I A N A
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The company’s gas transmission
pipelines span 18,200 miles in the
U.S., Argentina, Australia, Chile
and Tunisia, with 400 more miles
under development. Together, 
the systems have a transportation
capacity of 12 billion cubic feet per
day. The CMS Panhandle/Trunkline
pipelines transport 5 percent of 
the natural gas used in the U.S.

Powder River is probably the most promising new
natural gas production basin in the U.S., holding an
estimated 4-6 trillion cubic feet of recoverable gas.
The production techniques CMS perfected during a
decade in northern Michigan’s Antrim fields will
improve the efficiency of our Wyoming production.

Because each shallow well produces less gas than
conventional natural gas wells, a large number of
wells must be drilled to provide a significant profit.
CMS’ Powder River partnership has leased 560,000
acres; 25 wells are already producing, and more than
600 additional wells will be drilled in 2000.

transpor
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Gathering gas from the wells and delivering it to
transmission pipelines requires a strong gathering
infrastructure. To fill that role, CMS partnerships in
1999 built and put into service the Fort Union and
Bighorn gathering systems; when a Bighorn expan-
sion is completed, the gathering systems will stretch
over 200 miles. Fort Union gathers gas throughout
the center of the Basin, and connects to the Bighorn
system, which gathers gas from northern Wyoming
and southern Montana. Additional wells will 
be connected to the gathering systems as they 
are drilled. We expect to connect other Basin 

developers as well, to increase the volume flowing
into the Fort Union and Bighorn systems. At the end
of 1999, CMS sold 50 percent of its interest in
Bighorn for a $50 million gain.

The Powder River operation expands on the
gathering, compression and processing services
CMS already offers producers in Kansas, Oklahoma
and Texas. CMS has four active gas processing
plants with a combined total of 160 million cubic
feet per day and 4,400 miles of gathering systems
currently moving over 240 million cubic feet per
day. These services will be expanded into southern

ting
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Several expansion projects are increasing CMS’ pipeline transportation capacity beyond its current 12 billion
cubic feet per day. The growth includes acquisition of the Sea Robin system, located in the Gulf of Mexico.
Sea Robin’s transportation capacity is 1.2 billion cubic feet of natural gas per day.
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Texas and the Gulf of Mexico, allowing CMS to
offer direct pipeline connections to the CMS
Panhandle interstate transportation system.

In addition, CMS operates North America’s
largest active liquefied natural gas import complex,
in Lake Charles, Louisiana. The facility was part of
last year’s Panhandle acquisition. Underutilized for
many years, CMS in 1999 increased shipments to
the facility to 27, the largest in a decade. The facility
has more than 6.3 billion cubic feet of storage, and
a sendout capacity of 700 million cubic feet per day. 

With U.S. demand for natural gas growing and
prices increasing, liquefied natural gas has the
opportunity to increase market share. The Lake
Charles facility is particularly well-positioned
because, through the CMS Trunkline system and its
many interconnections, customers have access to
the entire U.S. pipeline grid.

Acquisition of Panhandle was completed in
1999. The CMS Panhandle system, composed of
the CMS Panhandle and CMS Trunkline pipelines,
serves as the spinal cord of the company’s North
American strategy. Stretching 10,400 miles, CMS
Panhandle connects the energy production areas of
the central and south central U.S.— including areas
in which CMS’ own production, gathering and pro-
cessing assets are located— with our traditional
Michigan market base, served by Consumers
Energy. 

The CMS Panhandle system already transports 
5 percent of the natural gas used in the nation, mov-
ing through 13 states to end-use customers. It winds
through areas rich with opportunities to sell addi-
tional natural gas to end-use customers and to the
Midwest power plants that are expected to be built
to solve a shortage of generating capacity. 

Already, CMS Panhandle supplies seven electric
generating plants with natural gas. An eighth, con-
sisting of three 130 megawatt peaking units, will be
added in April under a 15-year agreement. The cus-
tomer list includes the largest independent power

plant in the country, the Midland Cogeneration
Venture, built by CMS.

CMS also recently acquired Sea Robin, a strate-
gic offshore pipeline system in the Gulf of Mexico
that can be connected to CMS Trunkline. The sys-
tem has 445 miles of pipeline, which increases the
gathering and processing services to area produc-
ers and shippers.

In South America, the company’s two natural
gas pipeline systems are already providing plat-
forms for energy chain growth. Transportadora de
Gas del Norte (TGN) in Argentina, a 3,200 mile sys-
tem capable of transporting 1.3 billion cubic feet of
gas per day, is being extended. The 273-mile
Transportadora de Gas del Mercosur (TGM)
pipeline will connect to TGN and will carry the first
Argentine gas to Brazil. Its daily capacity of 310
million cubic feet will fuel an electricity plant in
Brazil. The pipeline will be operational in mid-2000,
and can expand to meet expected growth in Brazil.

The GasAtacama pipeline and power project,
which entered service in 1999, has already
expanded. This pipeline stretches 582 miles from
Argentina across the Andes Mountains to northern
Chile. In addition to bringing low-cost natural gas
to the region, the pipeline fuels the company’s
NOPEL generating plant, which has a strong cost
advantage in this high-priced electricity market.
GasAtacama has been extended 125 miles to
Taltal, Chile, where it will fuel a power plant co-
owned by CMS. The first 120 megawatts will begin
operating by the end of the first quarter this year; a
120 megawatt expansion is planned.

NOPEL was part of a milestone year for our elec-
tric generation business. Around the world, more
CMS-affiliated plants were put into commercial
operation in 1999 than ever before. 

Six plants, totaling about 1,400 megawatts,
began operating. In addition to NOPEL, they were:
the 300 megawatt National Power Supply plant in
Thailand; the 200 megawatt GMR Vasavi plant in
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expansion will be completed this year that will 
double output to 1,356 megawatts–about one-
third of the country’s electricity. 

CMS also has focused on improving the plant’s
environmental performance. We have installed a
modern disposal method for the plant’s fly ash, and
added measures to protect fish from the plant’s
water intake system.

In Ghana, which is heavily dependent on
hydropower, a prolonged drought underscores the
need for new sources of electricity. CMS is building
330 megawatts of gas-fueled generation in Ghana;
220 megawatts will begin operating this year.

CMS is leading power development in the Middle
East and India. In the United Arab Emirates, CMS was
chosen to partner on the first independent power

India (the plant is coupled with an innovative
sewage treatment plant that produces the plant’s
water requirements, freeing enough fresh water to
meet the needs of 100,000 people); and three
peaking plants in Michigan totaling more than 350
megawatts. This includes the first peaking genera-
tor at the 710 megawatt Dearborn Industrial
Generation plant under construction in Michigan.

CMS is an industry leader on the African conti-
nent, where only 10 percent of the population has
access to electricity. 

In Morocco, we operate Africa’s largest inde-
pendent power plant, the Jorf Lasfar plant near 
El Jadida. Strong industrial growth is increasing the
demand for electricity in the country at a rate of 
7 percent annually. To help meet that need, an
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SUCCESSFUL INTEGRATION STORIES
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CMS Panhandle >        >       >      >     >    > 

TIDCO LNG facility >          >          >          >         

CMS Exploring & Producing Processing Transporting
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We also are developing the TIDCO project,

which combines our generation and liquefied natu-
ral gas expertise. It will be the largest energy infra-
structure project in Tamil Nadu.

TIDCO includes a 1,886 megawatt power plant,
and a 2.5 million tons per year facility to receive,
store and regasify liquefied natural gas. The project
promises a secure source of long-term electricity
needed to fuel industrial growth, and gas to
expand the region’s infrastructure and economy.
The targeted gas market is a 400-mile radius from
the terminal. In the long term, CMS also hopes to
develop a gas distribution network reaching from
the Ennore terminal to other power and fertilizer
plants in southern and eastern India. 

and water project to be built in the country. Al
Taweelah A2 will generate 710 megawatts of elec-
tricity; its desalination capacity will be 50 million
imperial gallons per day of drinking water. It is
expected to be operational in 2001. 

Al Taweelah A2 also highlights the benefits our
company’s full range of resources can bring to a proj-
ect. CMS was honored for its skill in financing when
Al Taweelah A2 was named “power deal of the year”
by three publications: Project Finance International,
Project Finance and Institutional Investor.

And in India, we obtained financing guarantees
and began construction of our third power plant
there. The 250 megawatt Neyveli project is being
built in Tamil Nadu.
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Increasingly, company projects
integrate several CMS businesses. The TGN
pipeline, for example, carries natural gas to
fuel the CT Mendoza plant in Argentina – one
of several fuel/power plant combinations.

Generating Distributing Marketing ENERGY

CMS is the tenth-largest U.S.-based
independent power company, gen-
erating electricity in 10 countries
on five continents. The company
owns interests in independent
power plants totaling more than
9,000 gross megawatts of capacity
and utility plants totaling 7,200
megawatts. Independent power
plants totaling about 4,800
megawatts are under development.
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The next link in the energy value chain is energy
distribution. With more than a century of experi-
ence in the U.S. electric and gas utility businesses,
CMS now delivers energy to 3.7 million customers
in four countries.

Our principal subsidiary, Consumers Energy, is a
pioneer in the U.S. utility industry. In business since
1886, the company today serves about 3.3 million
customers. Always a leader, Consumers in 1999
became the first utility in Michigan to offer online
Internet billing. 

Currently, the company is pushing hard to
deregulate Michigan’s energy markets. Customers
want the ability to choose energy suppliers. We’re
prepared to help them do that, and to be a strong
competitor.

The utility in 1999 successfully began phasing in
electric deregulation, under a voluntary agreement
with state regulators. We are working with the
Michigan business community to pass legislation
that would ensure a strong competitive market
when the phase-in is completed in 2002.

To encourage competition, Consumers Energy
and four other electric utilities have filed a proposal
with the Federal Energy Regulatory Commission
(FERC) to form a regional transmission organization
(RTO). The proposed Alliance RTO would operate
the high-voltage transmission systems of the par-
ticipating utilities, and may someday purchase
those systems. The FERC is encouraging utilities to
form RTOs so that generators of electricity can sell
energy across transmission systems which are not
controlled by their competitors. If the Alliance RTO

is approved, it would encompass 43,300 miles of
transmission lines in nine contiguous states, and
serve more than 26 million people. 

Consumers Energy’s electricity sales grew 2.5
percent last year to 41 billion kilowatt-hours. A
growing Michigan economy, 25,000 new cus-
tomers and hot weather–when customers set an
all-time peak record of 7,460 megawatts–were
responsible for the growth. The utility’s generating
plant availability was excellent at nearly 85 percent,
a slight improvement over 1998.

Electric utility employees in 1999 rose to the
challenge presented by severe storms, in which
winds raging at 100 miles per hour knocked out
power to 145,000 electric customers. About 90
percent of the customers were back in service
within 24 hours, even though the physical system
was badly damaged.

Natural gas deliveries totaled 389 billion cubic feet –
an increase from 1998, but still below projections
because of winter weather that was 4.5 percent
warmer than normal. However, the number of gas
customers grew by 25,700 in 1999, and our miles of
gas distribution pipeline increased by 570 miles.

Consumers Energy is working to pass legislation
to permanently deregulate Michigan’s natural gas
business. The utility is halfway through one of the
most successful pilot programs in the nation, with
nearly 175,000 customers participating in 1999.
However, without legislation this experiment will
expire in April 2001.

Safety is a priority in the way the company 
does business. As a result, CMS is recognized as a

CMS Energy has been in the
energy distribution business
for more than a century. In
the United States, Consumers
Energy is the fifth-largest
investor-owned electric and
gas utility. Consumers Energy
serves 3.3 million customers
in Michigan. M I C H I G A N

Service area
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Electric Utility Gas Utility International

Generating Distributing Marketing ENERGY

Consumers Energy 
is the twelfth-largest
electric utility in the
U.S. The company
serves 1.7 million cus-
tomers in Michigan,
and in 1999 delivered
41 billion kilowatt-
hours of electricity,
through its 68,000
miles of transmission
and distribution lines.
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worldwide leader in safety and health by organiza-
tions such as the American Gas Association (AGA)
and the National Safety Council (NSC). Consumers
Energy has earned the NSC award for large com-
bination utilities for the last seven consecutive
years. The AGA has honored the company with 
its safety achievement award for the last four con-
secutive years.

Consumers also is focusing its safety efforts on
preventing damage to underground utilities. This
issue is growing in importance in Michigan, where a
robust economy has construction booming. More
construction also means more potential damage. In
1999, excavating damage to Consumers’ under-
ground gas facilities increased 7.5 percent. In 2000,
the company is working with construction contrac-
tors, regulators and municipalities on the problem,
including holding workshops to teach damage pre-
vention to members of the Association of
Underground Contractors and others.

Consumers, like all CMS companies, encourages
economic growth in the communities it serves. For
more than 50 years, the company has employed an
active economic development program in
Michigan. In 1999 we continued to work with the
state and communities to expand existing compa-
nies and attract new industrial development. The
efforts paid off with projects that are expected to
create $4.6 million of new revenue for the com-
pany, and retain or add 1,400 jobs in the state. 

Consumers also is successfully promoting the
redevelopment of “brownfield,” or previously
used, industrial properties. In 1999, CMS was
involved in 48 redevelopment projects, bringing
investment of about $1.6 billion to the state and
$2 million in new revenue to CMS. The largest of
these projects was the General Motors Technical
Center in Warren, which will create and retain
25,000 Michigan jobs. 

CMS is leveraging the knowledge and expertise
developed by Consumers Energy to deliver energy

The fifth-largest gas distribution company
in the U.S., Consumers Energy serves 
1.6 million customers in Michigan. 
About 389 billion cubic feet of gas were
delivered to customers in 1999 through a
network of 24,500 miles of transmission
and distribution pipelines. 

Outside the U.S., CMS has energy 
distribution interests in Venezuela,
Argentina and Brazil. In those countries,
CMS serves 452,000 customers, 
recording annual sales of about 3,000
gigawatt-hours. Among its distribution
assets are 13,900 miles of electric 
transmission and distribution lines.



to about 452,000 customers in Brazil, Argentina
and Venezuela.

In 1999 we acquired and assumed operating
management control of a group of electric utilities
in southern Brazil, where electricity demand is
growing by as much as 7 percent annually. Grupo
Companhia Paulista de Energia Elétrica (CPEE) is a
well-established utility, with more than 135,000
customers and sales of 1,100 gigawatt-hours. CPEE
already operates a transformer repair shop and a
meter shop, giving CMS an opportunity to offer this
service to non-CMS utilities. The company hopes to
use CPEE as a platform for secondary opportunities,
such as the electric generation business.

The U.S. Chamber of Commerce in Argentina
recognized EDEERSA, our electric utility in the
province of Entre Ríos, for outstanding contribu-
tions to improve the Argentine economy. EDEERSA
received the chamber’s first annual Honorary
Award for Corporate Citizenship for its business
development program.

EDEERSA also introduced new programs to
boost revenue, while giving customers services that
aren’t readily available from other sources. For
example, EDEERSA now offers a credit card; sells
life insurance, home appliances and prescription
medicine; offers operating and maintenance serv-
ices to other utilities, and information technology
services to other companies; and replaces pumps
on irrigation wells.

On Margarita Island, Venezuela, CMS is restor-
ing customer confidence in SENECA, an electric
distribution company which had serious operating
problems when it was privatized in late 1998.
Margarita Island depends on a tourism-based
economy, and a reliable electric supply is critical. 

CMS is investing significant amounts over three
years to improve and expand SENECA’s system. The
first priority, however, was to establish reliability in
time for December’s heavy tourist season. CMS
installed 40 megawatts of temporary electric 
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CMS Energy's interna-
tional energy distribution
business is concentrated 
in South America.  The
company serves 452,000
customers in Argentina,
Brazil and Venezuela.

Generating Distributing Marketing ENERGY

CMS’ marketing business
has expanded to serve
10,000 customers in 35 U.S.
states and two Canadian
provinces. In 1999, CMS
employees marketed 470
billion cubic feet of gas;
4,000 gigawatt-hours of
electricity; 23 million barrels
of crude oil; and 6.5 million
barrels of natural gas liquids. 

Outsourced energy management services is a growing market; it allows
a company to concentrate on its core business. CMS has signed a five-
year agreement to provide overall energy management services and
utility bill payment services for the 3,200 U.S. facilities of Bank One —
the fourth-largest bank holding company in the U.S.

market



In 1999, CMS marketed and managed 23 million
barrels of oil, 470 billion cubic feet of gas, 6.5 mil-
lion barrels of liquids and 4,000 gigawatt-hours of
electricity. That represented an increase of 28 percent
in gas volumes and 442 percent in liquids volumes.

Increasingly, success depends upon creative
marketing agreements. One example is the 12-year
supply agreement signed by CMS with the Ohio
Schools Council on behalf of its 111 school dis-
tricts. The Council financed the prepayment of 44
billion cubic feet of gas through a municipal bond
financing. The schools are receiving the gas from
CMS through October 2011. A larger, similar deal
was arranged with Tennergy Corp., which prepaid
CMS for 135 billion cubic feet of natural gas to the 
benefit of the residents and businesses it serves in
17 municipalities in Kentucky and Tennessee.

generation, and repaired and refurbished 90
megawatts of existing generation. Holiday travelers
were not disappointed when they flocked to the
island’s five-star hotels and found the air condition-
ing, electric lights and hairdryers working as
expected. In January, CMS’ goal of achieving elec-
tric self-sufficiency for the island was achieved with
the start-up of a new 40 megawatt gas turbine.

The final link in the CMS Energy value chain is
marketing. This business grew in real terms in 1999,
and in creating opportunities for the future as well.
CMS centralizes the marketing of energy products
produced by its various non-utility businesses. This
allows its skilled marketing staff to optimize the
value of its assets.
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Customers also are finding that it pays to con-
centrate on their primary business, and contract
energy management services to experts like CMS.
CMS recently signed a five-year contract to provide
overall energy management services, ranging from
purchasing to bill management and energy infor-
mation, for Bank One’s 3,200 facilities throughout
the United States. 

CMS also specializes in a wide range of other
energy services, from analyzing a corporation’s
energy use, to improving energy efficiency and
ensuring that adequate backup power is available
to maintain production lines.

CMS greatly expanded its ability to serve cus-
tomers in 1999 with the acquisition of Viron
Energy, an $80 million energy services group. This
company has customers in 22 cities, some of
which are new markets for CMS. CMS Viron’s
qualifying status to work for government agencies
opens up new markets for us. It has been success-
ful in this area; with a partner, the company is in
the early years of an 18-year, $200 million energy-
savings contract with the Department of Defense,
the largest in the federal government’s history.

The company’s marketing, services and 
trading business expanded with the 
acquisition of Viron Energy in 1999. CMS is
now active in 35 states and two Canadian
provinces.

ing 
CMS marketing and services areas



Selected Unaudited Proportionate Data

In Millions

Years Ended December 31 1999 1998 1997

Operating revenue $7,592 $6,358 $5,672
Operating expenses 6,332 5,281 4,746

Pretax operating income 1,260 1,077 926
Fixed charges (a) 894 638 538
Other income (expenses), net 30 (24) (7)

Income before income taxes 396 415 381
Income taxes 119 173 137
Cumulative effect of property tax accounting change – 43 –

Net income $ 277 $ 285 $ 244

Operating cash flow (b) $2,001 $1,747 $1,505

(a) Fixed charges include interest on long-term debt, preferred dividends, and Trust Preferred Securities’ distributions less capitalized interest.

(b) Pretax operating income plus depreciation and amortization, and the property tax accounting change.

Because significant 50 percent or less owned investments of CMS Energy are not consolidated, CMS Energy believes that the discussion below
of certain proportionate data enhances an understanding and assessment of its results of operations. The table above sets forth the major com-
ponents of CMS Energy’s net income for each of the last three years on a proportionate accounting basis. Proportionate accounting reflects CMS
Energy’s pro rata ownership interest in its energy projects and investments. Except for certain industries, proportionate accounting is not in accor-
dance with generally accepted accounting principles.

Of the $1.234 billion increase in 1999 revenue, $240 million (19 percent) is attributable to increased trading revenues in the marketing, 
services and trading segment (primarily representing a full year of CMS MST’s Texon operations), and an increase of $63 million (5 percent) in
operating revenue associated with operations of investments in the natural gas transmission, storage and processing segment. The $1.051 billion
increase in operating expenses includes $239 million (23 percent) related to increased trading activity in the marketing, services and trading 
segment of business. The $256 million increase in fixed charges includes $23 million (9 percent) of interest charges associated with international
energy investments.

Of the $686 million increase in 1998 operating revenue, $169 million (25 percent) is attributable to 1998 investments by the international
energy distribution segment, and $161 million (23 percent) is attributable to increased revenue associated with investments made in 1997 
(CMS Generation’s Loy Yang and Jorf Lasfar projects, and CMS MST’s Texon acquisition). The $535 million increase in operating expenses includes
$123 million (23 percent) related to 1998 international energy investments and $100 million (19 percent) associated with increases in costs related 
to the 1997 investments previously described.  The $100 million increase in fixed charges includes $33 million (33 percent) of interest charges asso-
ciated with new international energy investments and an increase of $45 million (45 percent) in interest charges relating to Loy Yang and Jorf Lasfar.

For further information, refer to the Management’s Discussion and Analysis.
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This MD&A also refers to, and in some sections specifically incorporates
by reference, CMS Energy’s Notes to Consolidated Financial State-
ments and should be read in conjunction with such Statements and
Notes. This Annual Report and other written and oral statements
made by CMS Energy from time to time contain forward-looking
statements as defined by the Private Securities Litigation Reform Act
of 1995. The words “anticipates,” “believes,” “estimates,” “expects,”
“intends,” and “plans,” and variations of such words and similar
expressions, are intended to identify forward-looking statements that
involve risk and uncertainty. These forward-looking statements are
subject to various factors which could cause CMS Energy’s actual
results to differ materially from those anticipated in such statements.
CMS Energy disclaims any obligation to update or revise forward-
looking statements, whether from new information, future events or
otherwise. CMS Energy details certain risk factors, uncertainties and
assumptions in this MD&A and particularly in the section entitled
“Forward Looking Statements Cautionary Factors” in CMS Energy’s
Form 8-K filed on February 1, 2000, and periodically in various public
filings it makes with the Securities and Exchange Commission (SEC).
This discussion of potential risks and uncertainties is by no means
complete but is designed to highlight important factors that may
impact CMS Energy’s outlook. This Annual Report also describes
material contingencies in the Notes to Consolidated Financial State-
ments and readers are encouraged to read such Notes.

Results of Operations
In October 1999, CMS Energy exchanged .7041 shares of one of
two classes of common stock of CMS Energy, par value $.01 (CMS
Energy Common Stock) for each of the approximately 8.7 million
outstanding shares of one of two classes of common stock of CMS
Energy, no par value (Class G Common Stock). This exchange ratio
represented the fair market value of CMS Energy Common Stock
equal to 115 percent of the fair market value of one share of Class G
Common Stock, and resulted in a reallocation of earnings per share.
CMS Energy’s basic and diluted earnings per share were reduced
$.26 and $.25, respectively, and Class G’s basic and diluted earnings
per share were increased $3.31, as more fully discussed in Note 8.
The per share allocation does not affect CMS Energy’s net income for
1999 or for future periods.

CMS Energy Corporation (CMS Energy) is the parent holding company of Consumers Energy Company 
(Consumers) and CMS Enterprises Company (Enterprises). Consumers is a combination electric and gas utility
company serving the Lower Peninsula of Michigan. Enterprises, through subsidiaries, is engaged in several
domestic and international diversified energy businesses including: natural gas transmission, storage and pro-
cessing; independent power production; oil and gas exploration and production; energy marketing, services
and trading; and international energy distribution. On March 29, 1999, CMS Energy completed the acquisi-
tion of Panhandle Eastern Pipe Line Company, including its subsidiaries Trunkline and Pan Gas Storage, and
its affiliates Panhandle Storage and Trunkline LNG (Panhandle), as further discussed in the Capital Resources
and Liquidity section of this Management’s Discussion and Analysis (MD&A) and Note 3. Panhandle is 
primarily engaged in the interstate transportation and storage of natural gas. 

Also in 1999, CMS Energy recorded losses of $84 million, or 
$49 million net of tax, relating to its investments in Nitrotec Corpora-
tion, a proprietary gas processing company which has patents for its
helium removal and nitrogen rejection processes for purifying natural
gas (Nitrotec). After reviewing the business alternatives and strategic
outlook for its investments in Nitrotec, CMS Energy determined that
the probability of recovering any portion of its investments was
unlikely. Accordingly, CMS Energy has recorded losses equal to the
carrying amount of its investments.

The following table depicts CMS Energy’s Results of Operations
before and after the effects of the above-mentioned events of 1999.

CMS Energy Consolidated Earnings
In Millions, Except Per Share Amounts

Years Ended December 31 1999 1998(a) Change

Consolidated Net Income $277 $285 $ (8)

Net Income Attributable to CMS 
Energy Common Stock $269 $272 $ (3)

Net Income Attributable to 
Class G Common Stock $ 8 $ 13 $ (5)

Consolidated Net Income of CMS Energy
Net Income Before Losses on 

Investments in Nitrotec $318 $272 $  46
Effects of Losses on Investments 

in Nitrotec, Net of $35 Tax (49) – (49)
Net Income Attributable to 

CMS Energy Common Stock $269 $272 $ (3)

Basic Earnings Per Average 
Common Share of CMS Energy
Net Income Before Reconciling Items $2.89 $2.65 $ .24

Effects of Losses on Investments in Nitrotec (.45) – (.45)

2.44 2.65 (.21)
Effects of Class G Common Stock Exchange (.26) – (.26)

Net Income Available After Reconciling Items $2.18 $2.65 $(.47)

Diluted Earnings Per Average 
Common Share of CMS Energy
Net Income Before Reconciling Items $2.85 $2.62 $ .23

Effects of Losses on Investments in Nitrotec (.43) – (.43)

2.42 2.62 (.20)
Effects of Class G Common Stock Exchange (.25) – (.25)

Net Income Available After Reconciling Items $2.17 $2.62 $(.45) 

(a) Includes the cumulative effect of an accounting change for property taxes which increased net

income by $43 million, or $.40 per basic and diluted share of CMS Energy Common Stock. 

Management’s Discussion and Analysis
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The increase in consolidated net income for 1999 over 1998
before the effects of losses on investments in Nitrotec resulted from
increased earnings from the electric and gas utilities; the natural gas
transmission, storage and processing business, primarily as a result of
the Panhandle acquisition; the independent power production busi-
ness; the oil and gas exploration and production business; and lower
losses from the international energy distribution business. Partially
offsetting these increases was higher interest expense principally
related to the Panhandle acquisition.

The increase in consolidated net income for 1998 over 1997
resulted from increased earnings from the electric utility; independent
power production; natural gas transmission, storage and processing;
and marketing, services and trading businesses. Partially offsetting
these increases were lower earnings from the gas utility, oil and gas
exploration and production and international energy distribution
businesses; the recognition of a $37 million loss ($24 million after-tax)
for the underrecovery of power costs under the power purchase agree-
ment between Consumers and the Midland Cogeneration Venture
Limited Partnership (MCV Partnership), and higher interest expense. 

For further information, see the individual results of operations for
each CMS Energy business segment in this MD&A. 

Consumers’ Electric Utility 
Results of Operations

Electric Pretax Operating Income:
In Millions

Change Compared to Prior Year 1999 vs 1998 1998 vs 1997

Electric deliveries $ 37 $ 40
Power supply costs and related revenue 27 14
Net energy option costs (19) 6
Non-commodity revenue (13) (4)
Operations and maintenance (3) (3)
General taxes and depreciation (10) (10)

Total change $ 19 $ 43

Electric Deliveries: Electric deliveries were 41 billion kilowatt-hours
(kWh) for 1999, an increase of 1 billion kWh or 2.5 percent com-
pared with 1998. Total electric deliveries increased in all customer
classes. Total electric deliveries in 1998 were 40 billion kWh, an
increase of 2.2 billion kWh or 6 percent compared with 1997. The
increase was primarily attributable to increased sales to other utilities
and a 3 percent increase in deliveries to ultimate customers.

Power Supply Costs: 

Years Ended In Millions

December 31 1999 1998 Change 1998 1997 Change

$1,193 $1,175 $18 $1,175 $1,139 $36

Power supply costs increased for 1999 to meet increased electric
delivery requirements. Both the 1999 and 1998 power supply cost
increases reflect higher internal generation to meet the increased
demand for electricity. In addition, the cost increase in 1998 over the
prior year reflects increased power purchases from outside sources to
meet sales demand. In 1999 and 1998 respectively, Consumers pur-
chased $19 million and $5 million of energy options for physical

delivery of electricity to ensure a reliable source of power during the
summer months. As a result of periodic excess daily capacity, some
options were sold for $6 million and $11 million during June, July,
and August of 1999 and 1998, respectively. All of the remaining
options were exercised or expired. The costs relating to the expired
options, offset by income received from the sale of options, were
reflected as purchased power costs.

Consumers’ Gas Utility
Results of Operations
Gas Pretax Operating Income:

In Millions

Change Compared to Prior Year 1999 vs 1998 1998 vs 1997

Gas deliveries $ 32 $(42)
Gas commodity and related revenue (5) 19
Gas wholesale and retail services 5 1
Operation and maintenance (14) (1)
General taxes and depreciation (12) (4)

Total change $ 6 $(27)

Gas Deliveries: Gas system deliveries in 1999, including miscella-
neous transportation, totaled 389 billion cubic feet (bcf), an increase
of 29 bcf or 8 percent compared with 1998. The increased deliveries
reflect colder temperatures during the first quarter of 1999. System
deliveries in 1998, including miscellaneous transportation, totaled
360 bcf, a decrease of 60 bcf or 14 percent compared with 1997.
The decreased deliveries reflect milder winter temperatures in the first
and fourth quarters of 1998. 

Cost of Gas Sold: 

Years Ended In Millions

December 31 1999 1998 Change 1998 1997 Change

$637 $564 $73 $564 $694 $(130)

The cost of gas sold increase for 1999 was the result of increased
sales due to colder temperatures during 1999 and higher gas prices.
The cost of gas decrease for 1998 was the result of decreased sales
from milder temperatures during 1998 and decreased gas prices. 

Natural Gas Transmission, Storage and Processing
Results of Operations
Pretax Operating Income: Pretax operating income for 1999, includ-
ing $84 million of losses on investments in Nitrotec, increased $58
million (176 percent) from the comparable period in 1998. The
increase reflects earnings from Panhandle, which CMS Energy
acquired in March 1999, increased earnings from other international
and domestic operations, and a gain on the sale of a partial interest
in the Northern Header gathering system in Wyoming’s Powder River
Basin. Partially offsetting these increases were 1998 gains on the sale
of Petal Gas Storage Company and Australian gas reserves. Pretax
operating income for 1998 increased $6 million (22 percent) from
the comparable period in 1997 primarily due to a gain on the sale of
Petal Gas Storage Company, a gain on the sale of Australian gas
reserves, and lower operating expenses. These increases were par-
tially offset by a decrease in earnings from international operations.

27CMS Energy Corporation



Independent Power Production
Results of Operations
Pretax Operating Income: Pretax operating income for 1999
increased $13 million (9 percent) from the comparable period in
1998. This increase primarily reflects increased operating income
from international and domestic plant earnings and fees and an
increase in income earned from management service fees. Partially
offsetting these year-over-year increases were 1998 gains of $26 mil-
lion on the sale of two power purchase agreements and $9 million
on the sale of two plants. Pretax operating income for 1998
increased $48 million (50 percent) from the comparable period in
1997. This increase primarily reflects increased operating income from
international plant earnings and fees, a $26 million gain on the sale of
two power purchase agreements, and a $9 million gain on the sale of
two plants. These increases were partially offset by higher net operat-
ing expenses and a scheduled reduction in the industry expertise
service fee income earned in connection with the 2,000 megawatt
(MW) brown coal-fueled Loy Yang A power plant and an associated
coal mine in Victoria, Australia (Loy Yang).

Oil and Gas Exploration and Production
Results of Operations
Pretax Operating Income: Pretax operating income for 1999
increased $11 million (183 percent) from the comparable period in
1998 as a result of higher realized commodity prices and lower
exploration expenses. Partially offsetting this increase were higher
operating expenses. Pretax operating income for 1998 decreased
$20 million (77 percent) from the comparable period in 1997 due to
lower oil prices and a gain in the prior period from the sale of CMS
Oil and Gas Company’s (CMS Oil and Gas) entire interest in oil and
gas properties in Yemen. Partially offsetting this decrease were
increased oil production, decreased exploration expenses, and
decreased depreciation, depletion and amortization expenses.

Marketing, Services and Trading
Results of Operations
Pretax Operating Income: Pretax operating income for 1999 was
unchanged from the comparable period in 1998. Increased earnings
from retail gas sales, wholesale gas price volatility and a recent 
acquisition in energy management services were offset by costs
related to market development activities. Pretax operating income 
for 1998 increased $9 million from the comparable period in 1997.
This increase is the result of improved margins on electricity and gas
sales combined with increased electric and gas sales volumes. The
increase was partially offset by additional operating costs relating to
growth objectives.

Market Risk Information
CMS Energy is exposed to market risks including, but not limited to,
changes in interest rates, currency exchange rates, and certain com-
modity and equity prices. Management employs established policies
and procedures to manage its risks associated with these market 
fluctuations, including the use of various derivative instruments such
as futures, swaps, options and forward contracts. Management
believes that any losses incurred on derivative instruments used to
hedge risk would be offset by an opposite movement of the value of
the hedged item.

In accordance with SEC disclosure requirements, CMS Energy has
performed sensitivity analyses to assess the potential loss in fair value,
cash flows and earnings based upon hypothetical 10 percent
increases and decreases in market exposures. Management does not
believe that sensitivity analyses alone provide an accurate or reliable
method for monitoring and controlling risks. Therefore, CMS Energy
and its subsidiaries rely on the experience and judgment of senior
management and traders to revise strategies and adjust positions as
they deem necessary. Losses in excess of the amounts determined in
the sensitivity analyses could occur if market rates or prices exceed
the 10 percent shift used for the analyses. 

Commodity Price Risk: Management uses commodity futures con-
tracts, options and swaps (which require a net cash payment for the
difference between a fixed and variable price) to manage commodity
price risk. The prices of energy commodities, such as gas, oil, electric
and natural gas liquids, fluctuate due to changes in the supply of and
demand for those commodities. To reduce price risk caused by these
market fluctuations, CMS Energy hedges certain inventory and pur-
chases and sales contracts. A hypothetical 10 percent adverse shift in
quoted commodity prices in the near term would not have had a
material impact on CMS Energy’s consolidated financial position,
results of operations or cash flows as of December 31, 1999. The
analysis assumes that the maximum exposure associated with pur-
chased options is limited to prices paid. The analysis also does not
quantify short-term exposure to hypothetically adverse price fluctua-
tions in inventories.

Interest Rate Risk: Management uses a combination of fixed-rate
and variable-rate debt to reduce interest rate exposure. Interest rate
swaps and rate locks may be used to adjust exposure when deemed
appropriate, based upon market conditions. These strategies attempt
to provide and maintain the lowest cost of capital. The carrying
amount of long-term debt was $7 billion at December 31, 1999 with
a fair value of $6.7 billion. The fair value of CMS Energy’s interest
rate swaps at December 31, 1999, with a notional amount of $2.9
billion, was $6 million, representing the amount CMS Energy would
receive upon settlement. A hypothetical 10 percent adverse shift in
interest rates in the near term would not have a material effect on
CMS Energy’s consolidated financial position, results of operations or
cash flows as of December 31, 1999. 

Currency Exchange Risk: Management uses forward exchange
and option contracts to hedge certain investments in foreign opera-
tions. A hypothetical 10 percent adverse shift in currency exchange
rates would not have a material effect on CMS Energy’s consolidated
financial position or results of operations as of December 31, 1999,
but would result in a net cash settlement of approximately $71 mil-
lion. The estimated fair value of the foreign exchange and option
contracts at December 31, 1999 was $64 million, representing the
amount CMS Energy would pay upon settlement. 

Equity Security Price Risk: CMS Energy and certain of its sub-
sidiaries have equity investments in companies in which they hold
less than a 20 percent interest. A hypothetical 10 percent adverse
shift in equity security prices would not have a material effect on
CMS Energy’s consolidated financial position, results of operations or
cash flows as of December 31, 1999.

For a discussion of accounting policies related to derivative trans-
actions, see Note 9.

Management’s Discussion (Continued)
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Capital Resources and Liquidity

Cash Position, Investing and Financing
CMS Energy's primary ongoing source of cash is dividends and distri-
butions from subsidiaries. In 1999, Consumers paid $262 million in
common dividends and Enterprises paid $118 million in common div-
idends to CMS Energy. In January 2000, Consumers declared and
paid a $79 million dividend to CMS Energy. In June 1999, CMS
Energy contributed $150 million of paid-in capital to Consumers.
CMS Energy's consolidated cash requirements are met by its operat-
ing and financing activities.

Operating Activities: CMS Energy's consolidated net cash provided
by operating activities is derived mainly from the processing, storage,
transportation and sale of natural gas; the generation, transmission,
distribution and sale of electricity; and the sale of oil. Consolidated
cash from operations totaled $917 million and $516 million for 1999
and 1998, respectively. The $401 million increase resulted from an
increase in cash earnings, reflecting higher non-cash charges to earn-
ings in 1999 as compared to 1998, combined with a reduction in
working capital in 1999. CMS Energy uses its cash derived from
operating activities primarily to maintain and expand its international

and domestic businesses, to maintain and expand electric and gas
systems of Consumers, to pay interest on and retire portions of its
long-term debt, and to pay dividends.

Investing Activities: CMS Energy’s consolidated net cash used in
investing activities totaled $3.564 billion and $1.634 billion for
1999 and 1998, respectively. The increase of $1.930 billion primarily
reflects the acquisition of Panhandle in March 1999. CMS Energy's
expenditures (excluding acquisitions) during 1999 for its utility and
international businesses were $464 million and $1.06 billion, respec-
tively, compared to $429 million and $1.271 billion, respectively,
during the comparable period in 1998. 

Financing Activities: CMS Energy’s net cash provided by financing
activities totaled $2.678 billion in 1999, primarily for funding the
approximately $2 billion Panhandle acquisition, and $1.150 billion in
1998. The increase of $1.5 billion in net cash provided by financing
activities resulted from an increase of $1.212 billion in the issuance of
debt and trust preferred securities (see table below) and a decrease in
the retirement of bonds and other long-term debt ($403 million), par-
tially offset by an increase in the retirement of preferred stock ($194
million) and a decrease in the issuance of common stock ($185 million). 
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In Millions

Distribution/ Principal
Month Issued Maturity Interest Rate Amount Use of Proceeds

CMS Energy
GTNs Series E (1) (1) 7.4%(1) $ 244 General corporate purposes
Senior Notes January 2009 7.5% 480 Repay debt and general corporate purposes
Senior Notes February 2004 6.75% 300 Repay debt and general corporate purposes
Trust Preferred Securities June 2001 (2) 250 To refinance acquisition of Panhandle 
Senior Notes June 2011 8.0%(3) 250 To refinance acquisition of Panhandle 
Senior Notes June 2013 8.375%(4) 150 To refinance acquisition of Panhandle 
Adjustable Convertible Trust 

Preferred Securities(5) July 2004 8.75% 301 Repay debt and general corporate purposes

$1,975 

Consumers
Trust Preferred Securities October 2029 9.25% 175 Repay debt and general corporate purposes

Panhandle
Senior Notes (6) March 2004 6.125% 300 To fund acquisition of Panhandle
Senior Notes (6) March 2009 6.5% 200 To fund acquisition of Panhandle 
Senior Notes (6) March 2029 7.0% 300 To fund acquisition of Panhandle 

800

Total $2,950

(1) CMS Energy General Term Notes® (GTNs) are issued from time to time with varying maturity dates. The rate shown herein is a weighted average interest rate.

(2) The securities representing an undivided beneficial interest in the assets of statutory business trusts (Trust Preferred Securities) pay quarterly distributions at a floating rate of LIBOR plus
1.75 percent. For detailed information, see Note 7, incorporated by reference herein.

(3) The interest rate may be reset in July 2001. For detailed information, see Note 6, incorporated by reference herein.

(4) The interest rate may be reset in July 2003. For detailed information, see Note 6, incorporated by reference herein.

(5) For detailed information regarding the conversion provisions of these securities, see Note 7, incorporated by reference herein.

(6) These notes were privately placed by CMS Panhandle Holding Company (CMS Panhandle Holding) on March 29, 1999, with an irrevocable and unconditional guarantee by Panhandle.
On June 15, 1999, CMS Panhandle Holding merged into Panhandle, at which point the notes became direct obligations of Panhandle. In September 1999, Panhandle exchanged the
$800 million of notes originally issued by CMS Panhandle Holding with substantially identical SEC-registered notes. 



In 1999, CMS Energy declared and paid $154 million in cash divi-
dends to holders of CMS Energy Common Stock and $9 million in
cash dividends to holders of Class G Common Stock. In January
2000, the Board of Directors of CMS Energy (Board of Directors)
declared a quarterly dividend of $.365 per share on CMS Energy
Common Stock, payable in February 2000. 

Other Investing and Financing Matters: At December 31, 1999,
the book value per share of CMS Energy Common Stock was $21.17.

At January 31, 2000, CMS Energy had an aggregate $1.7 billion
in securities registered for future issuance. 

CMS Energy has $725 million of senior credit facilities consisting
of a $600 million three-year revolving credit facility and a five-year 
$125 million term loan facility (Senior Credit Facilities), unsecured
lines of credit and letters of credit as anticipated sources of funds to
finance working capital requirements and to pay for capital expendi-
tures between long-term financings. At December 31, 1999, the
total amount available under the Senior Credit Facilities was $241 mil-
lion, and under the unsecured lines of credit and letters of credit 
was $218 million. For detailed information, see Note 6, incorporated
by reference herein.

Consumers has credit facilities, lines of credit and a trade receiv-
able sale program in place as anticipated sources of funds to fulfill its
currently expected capital expenditures. For detailed information about
these sources of funds, see Note 5, incorporated by reference herein.

In March 1999, CMS Energy acquired Panhandle from Duke
Energy Corporation (Duke Energy) for a cash payment of $1.9 billion
and existing Panhandle debt of $300 million. Initially, CMS Energy
financed the acquisition of Panhandle with funds from a $600 million
bridge loan negotiated with domestic banks, proceeds from CMS
Energy long-term debt, and proceeds from approximately $800 mil-
lion of notes privately placed by CMS Panhandle Holding. As of June
30, 1999, the entire bridge loan had been repaid from proceeds of
the sale of $250 million of Trust Preferred Securities and $400 million
of senior notes. 

In April 1999, Consumers redeemed all 8 million outstanding
shares of its $2.08 preferred stock at $25.00 per share for a total of
$200 million. 

In October 1999, CMS Energy exchanged approximately 6.1 mil-
lion shares of CMS Energy Common Stock for all of the approximately
8.7 million issued and outstanding shares of Class G Common
Stock in a tax-free exchange for United States federal income tax
purposes. For detailed information, see Note 8, incorporated by 
reference herein.

In October 1999, CMS Energy announced that because of the low
market price of CMS Energy Common Stock at that time, it identified
an alternative way to improve its balance sheet through the sale of
non-strategic assets. At that time, CMS Energy identified for possible
sale $1 billion of assets which were expected to contribute little or no

earnings benefit in the short to medium term. In addition, in February
2000, CMS Energy announced its intention to sell its interest in 
Loy Yang. The amount CMS Energy ultimately realizes from the sale of
Loy Yang could differ materially from the $500 million investment
amount currently reflected in the financial statements. Excluding Loy
Yang, CMS Energy plans to sell, or have agreements to sell, $600 to
$750 million of such assets by the end of April 2000. As of February
1, 2000, CMS Energy had sold a partial interest in its Northern Header
gathering system and all of its ownership interest in a Brazilian distri-
bution system. In addition, CMS Energy has an agreement to sell all of
its northern Michigan oil and gas properties. These sales are expected
to generate approximately $370 million in proceeds.

Capital Expenditures
CMS Energy estimates that capital expenditures, including new lease
commitments and investments in partnerships and unconsolidated
subsidiaries, will total $4.2 billion during 2000 through 2002. These
estimates are prepared for planning purposes and are subject to revi-
sion. CMS Energy expects to satisfy a substantial portion of the capital
expenditures with cash from operations. CMS Energy will continue to
evaluate capital markets in 2000 as a potential source for financing its
subsidiaries' investing activities. CMS Energy estimates capital expendi-
tures by business segment over the next three years as follows:

In Millions

Years Ended December 31 2000 2001 2002

Consumers electric operations(a)(b) $ 426 $ 520 $ 473
Consumers gas operations(a) 113 130 127
Natural gas transmission, storage and processing 234 198 248
Independent power production 577 220 223
Oil and gas exploration and production 153 210 212
Marketing, services and trading 32 12 12
International energy distribution 66 – –
Other 16 – –

$1,617 $1,290 $1,295

(a) These amounts include an attributed portion of Consumers' anticipated capital expenditures for plant

and equipment common to both the electric and gas utility businesses.

(b) These amounts do not include preliminary estimates for capital expenditures possibly required to com-

ply with recently revised national air quality standards under the Federal Clean Air Act, as amended

(Clean Air Act). For further information see Note 4, Uncertainties.

CMS Energy currently plans investments from 2000 to 2002 in
focused regions, which include: North and South America; West and
North Africa; the Middle East and select areas of Asia, including
India, and Western Australia. Investments will be made in market
segments which align with CMS Energy’s varied business units’ skills
with a focus on optimization and integration of existing assets.

Management’s Discussion (Continued)
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Outlook

As the deregulation and privatization of the energy industry takes
place in the United States and in foreign countries, CMS Energy has
positioned itself to be a leading international integrated energy com-
pany acquiring, developing and operating energy facilities and
providing energy services in major world growth markets. CMS
Energy provides a complete range of international energy expertise
from energy production to consumption. CMS Energy intends to pur-
sue its global growth by making energy investments that provide
expansion opportunities for multiple CMS Energy businesses.

CMS Energy also enhances its growth strategy through an active
portfolio management program (the ongoing sale of non-strategic
assets), with proceeds reinvested in assets with greater potential for
synergies with existing or planned assets. In particular, CMS Energy is
reviewing its options regarding certain assets performing below prior
expectations, including Argentine generating assets. CMS Energy 
also continues to seek improvement in the profitability of all assets
retained in its portfolio.

Recapitalization
On February 1, 2000, CMS Energy announced a financial restructur-
ing plan to strengthen significantly its balance sheet, to reduce fixed
charges and to enhance earnings per share growth. During the 
second or third quarter of 2000, subject to market conditions, CMS
Energy intends to make an initial public offering of approximately
$600 million of a tracking stock representing 20 percent of the 
economic interest in its electric and gas utility. CMS Energy expects 
to pay about 75 percent of the electric and gas utility earnings as 
dividends. The proceeds of the offering will be used mostly to reduce
debt. Some of the proceeds may also be used to repurchase CMS
Energy Common Stock, which management believes is currently
undervalued. The CMS Energy Board of Directors approved the repur-
chase of up to 10 million shares of CMS Energy Common Stock, 
from time to time, in open market or private transactions. Substantial
progress has been made toward the 10 million share limit. In addi-
tion, the Board of Directors has indicated its intention that the CMS
Energy dividend, currently at an annual rate of $1.46 per share, will
be reduced after the initial public offering to an annual rate of $.40
per share. The Board of Directors also authorized a tax-free exchange
offer to provide an opportunity for CMS Energy Common Stock to
be converted into the new tracking stock.

CMS Energy anticipates this restructuring program, along with the
proceeds from the planned sale of $600 to $750 million of assets dis-
cussed above, will improve CMS Energy’s balance sheet. If market
conditions are not satisfactory for issuance of the tracking stock, CMS
Energy will improve its balance sheet through additional asset sales or
alternate means. These actions are expected to make further issuance
of CMS Energy Common Stock unnecessary in the foreseeable future,
except for issuances in connection with existing convertible securities
or a major acquisition. 

Diversified Energy Outlook
CMS Energy expects to grow its diversified energy businesses by
focusing on acquisitions and greenfield (new construction) projects in
the central portion of the United States, as well as high-growth mar-
kets in India, South America and the Middle East. Additionally, the
growth strategy includes exploiting its West Africa oil and gas reserves,
further developing markets for the fuel and methanol product derived
in West Africa, and investigating expansion opportunities for its exist-
ing independent power project in West Africa. CMS Energy seeks to
minimize operational and financial risks when operating internation-
ally by utilizing multilateral financing institutions, procuring political risk
insurance and hedging foreign currency exposure where appropriate.

CMS Energy intends to use its marketing, services and trading
business to improve the return on CMS Energy’s other business
assets. One method to achieve this goal is to use marketing and trad-
ing to enhance performance of assets, such as gas reserves and power
plants. Other strategies include expanding CMS Energy’s industrial
and commercial energy services to enhance our commodity market-
ing business, using CMS Energy’s gas production as a hedge to
commodity risk in other areas of our business, and developing risk
management products that address customer needs.

Consumers’ Electric Utility Outlook
Growth: Consumers expects average annual growth of 2.5 percent
per year in electric system deliveries for the years 2000 to 2004. 
This growth rate does not take into account the possible impact of
restructuring or changed regulation on the industry. Abnormal
weather, changing economic conditions, or the developing competi-
tive market for electricity may affect actual electric sales by Consumers
in future periods. 

Competition and Regulatory Restructuring: Generally, electric
restructuring is the regulatory and legislative attempt to introduce
competition to the electric industry by allowing customers to choose
their electric generation supplier, while the transmission and distribu-
tion services remain regulated. As a result, the electric generation
suppliers ultimately compete in a less regulated environment. Compe-
tition affects, and will continue to affect, Consumers’ retail electric
business. To remain competitive, Consumers has multi-year electric sup-
ply contracts with some of its largest industrial customers to provide
power to some of their facilities. The Michigan Public Service 
Commission (MPSC) approved these contracts as part of its phased
introduction to competition. Beginning in 2000 through 2005, some
customers, depending on future business and regulatory circum-
stances, can terminate or restructure their contracts. The termination 
or restructuring of these contracts could affect approximately 600 MW 
of customer power supply requirements. The ultimate financial impact of
changes related to these power supply contracts is not known at this time.

As a result of a transition of the wholesale and retail electric busi-
nesses in Michigan to competition, The Detroit Edison Company
(Detroit Edison), in December 1996, gave Consumers the required
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four-year notice of its intent to terminate the current agreements
under which the companies jointly operate the Michigan Electric
Power Coordination Center (MEPCC). At the same time, Detroit Edi-
son filed with the Federal Energy Regulatory Commission (FERC)
seeking early termination of the agreements. The FERC has not acted
on Detroit Edison’s application. Detroit Edison and Consumers are
currently in negotiations to terminate or restructure the MEPCC 
operations. Consumers is unable to predict the outcome of these
negotiations, but does not anticipate any adverse impacts caused by
termination or restructuring of the MEPCC.

In December 1999, a large coalition of utilities, businesses, and
commercial and industrial energy users agreed upon proposed elec-
tric restructuring legislation for Michigan. This legislation: 1) provides
for customer choice of power suppliers for all customers by January
2002; 2) ensures full recovery of costs incurred by utilities in order 
to serve their customers in a regulated monopoly environment
(Stranded Costs) calculated by taking into account the difference
between the market value and the net book value of the generation
assets; and 3) provides for deregulation of electric power suppliers
who control less than 30 percent of the sum of Michigan’s transmis-
sion import and generating capacity by December 31, 2002. It also
provides for a three-year rate freeze through 2002 for all utility 
customers who keep their utility as their electric supplier. To be able
to sell electric generation services on a deregulated basis, Consumers
would be required to transfer control of sufficient generation
resources to meet the 30 percent test. The legislation precludes 
Consumers’ generating resources from being deregulated prior to
December 31, 2002. The proposed legislation was introduced 
into the Michigan Legislature in January 2000, and is expected to be
considered in hearings during the first quarter of 2000. Consumers
supports this specific legislation. 

Uncertainty exists with respect to the enactment of federal legisla-
tion restructuring the electric power industry. A variety of bills
introduced in Congress in recent years seek to change existing fed-
eral regulation of the industry. These federal bills could potentially
affect or supercede state regulation; however, none have been
enacted. Consumers cannot predict the outcome of electric restruc-
turing on its financial position, liquidity, or results of operations.

Rate Matters: There are several pending rate issues that could
affect Consumers’ electric business. These matters include MPSC rate
proceedings and electric restructuring orders and a complaint by
ABATE alleging excess revenues.

For further information and material changes relating to the rate 
matters and restructuring of the electric utility industry, see Note 2,
Summary of Significant Accounting Policies and Other Matters, and
Note 4, Uncertainties, “Consumers’ Electric Utility Rate Matters – 
Electric Proceedings” and “Consumers’ Electric Utility Rate Matters –
Electric Restructuring,” incorporated by reference herein. 

Uncertainties: Several trends or uncertainties may affect CMS
Energy’s financial results and condition as a result of Consumers’
electric business. These trends or uncertainties have, or CMS Energy

reasonably expects could have, a material impact on net sales, rev-
enues, or income from continuing electric operations. Such trends
and uncertainties include: 1) capital expenditures for compliance with
the Clean Air Act; 2) environmental liabilities arising from compliance
with various federal, state and local environmental laws and regula-
tions, including potential liability or expenses relating to the Michigan
Natural Resources and Environmental Protection Act and Compre-
hensive Environmental Response, Compensation and Liability Act
(Superfund); 3) cost recovery relating to the MCV Partnership; 4) an
ABATE rate complaint; 5) electric industry restructuring; 6) implemen-
tation of a frozen power supply cost recovery (PSCR) and initiatives
undertaken to reduce exposure to energy price increases; and 
7) nuclear decommissioning issues and ongoing issues relating to the
storage of spent fuel and the operating life of Palisades Nuclear Power
Plant (Palisades). For detailed information about these trends or uncer-
tainties, see Note 4, Uncertainties, incorporated by reference herein.

Consumers’ Gas Utility Outlook
Growth: Consumers currently anticipates gas deliveries, including gas
customer choice deliveries (excluding transportation to the natural
gas-fueled, combined-cycle cogeneration facility operated by the
MCV Partnership (MCV Facility) and off-system deliveries), to grow at
an average annual rate of between one and two percent over the
next five years based primarily on a steadily growing customer base.
Actual gas deliveries in future periods may be affected by abnormal
weather, alternative energy prices, changes in competitive conditions,
and the level of natural gas consumption. Consumers’ gas business
also offers a variety of energy-related services to electric and gas 
customers focused upon appliance maintenance, home safety, com-
modity choice and assistance to customers purchasing heating,
ventilation and air conditioning equipment.

Regulatory Restructuring: In December 1999, several bills related to
gas industry restructuring were introduced into the Michigan Legisla-
ture. Combined, these bills constitute the “gas choice program.”
Consumers is participating in the legislative process as part of a gas
utility coalition that also includes Michigan Consolidated Gas Com-
pany and Southeastern Michigan Gas Company. These bills provide
for 1) a phased-in approach to gas choice requiring 40 percent of the
customers to be allowed choice by April 2002, 60 percent by April
2003 and all customers by April 2004; 2) a market-based, unregulated
pricing mechanism for gas commodity for customers who exercise
choice; and 3) a new “safe haven” pricing mechanism for customers
who do not exercise choice under which NYMEX pricing would be
used to establish a statutory cap on gas commodity prices that could
be charged by gas utilities instead of traditional cost of service regula-
tion. The proposed bills also provide for a gas distribution service rate
freeze until December 31, 2005, a code of conduct governing busi-
ness relationships with affiliated gas suppliers and the MPSC licensing
of all gas suppliers doing business in Michigan and imposes financial
penalties for noncompliance. They also provide customer protection
by preventing “slamming”, the switching of a customer’s gas supplier
without consent, and “cramming”, the inclusion of optional products
and services without the customer’s authorization. The bills establishing
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the gas choice program will become the subject of extensive legislative
hearings during which there will undoubtedly be various amendments
offered by many parties, including the gas utility coalition. Consumers
cannot predict the outcome of this legislative process. 

Uncertainties: CMS Energy’s financial results and position may be
affected by a number of trends or uncertainties that have, or CMS
Energy reasonably expects could have, a material impact on net sales
or revenues or income from continuing gas operations. Such trends
and uncertainties include: 1) potential environmental costs at a num-
ber of sites, including sites formerly housing manufactured gas plant
facilities; 2) a statewide experimental gas industry restructuring pro-
gram; 3) permanent gas industry restructuring; and 4) implementation
of a suspended gas cost recovery (GCR) and initiatives undertaken 
to protect against gas price increases. For detailed information 
about these uncertainties see Note 4, Uncertainties, incorporated by
reference herein.

Panhandle Outlook
CMS Energy intends to use Panhandle as a platform for expansion in
the United States. Panhandle plays an important role in the growth
strategy by providing services for the exploitation of existing gas wells,
production, and throughput of gas to the market. To this end, CMS
Energy must also consider expansion of its existing gathering and pro-
cessing facilities to accommodate anticipated increased production.
The market for transmission of natural gas to the Midwest is increas-
ingly competitive, however, and may become more so in light of
projects in progress to increase Midwest transmission capacity for gas
originating in Canada and the Rocky Mountain region. As a result,
there continues to be pressure on prices charged by Panhandle and an
increasing necessity to discount the prices charged from the legal maxi-
mum. Panhandle continues to be selective in offering discounts to
maximize revenues from existing capacity and to advance projects that
provide expanded services to meet the specific needs of customers. 

Regulatory Matters: For detailed information about Panhandle’s
regulatory uncertainties see Note 4, Uncertainties – Panhandle 
Matters, incorporated by reference herein.

Other Matters

New Accounting Rules
In 1999, the Financial Accounting Standards Board (FASB) issued
Statement of Financial Accounting Standards (SFAS) 137, Accounting
for Derivative Instruments and Hedging Activities – Deferral of the
Effective Date of FASB Statement No.133. SFAS 137 defers the effec-
tive date of SFAS 133, Accounting for Derivative Instruments and
Hedging Activities, to January 1, 2001. CMS Energy is currently study-
ing SFAS 133 and plans to adopt SFAS 133 as of January 1, 2001, but
has yet to quantify the effects of adoption on its financial statements. 

Year 2000 Computer Modifications
In 1999, CMS Energy completed a detailed assessment and inventory
of all technology related to business processes, with an emphasis on
mission-critical systems. CMS Energy identified, remediated and
tested those systems that were not year 2000 ready to ensure that
those systems would operate as desired on and after January 1, 2000. 

As a result of its year 2000 efforts, CMS Energy successfully tran-
sitioned to the new year without experiencing year 2000-related
system failures, power outages or disruptions in services provided to
its customers. 

CMS Energy expensed the cost of software modifications as
incurred, and capitalized the cost of new software and equipment,
which is being amortized over its useful life. Since 1995, the total cost
of the Year 2000 Program modifications was approximately $30 million.
CMS Energy funded year 2000 compliance work primarily from opera-
tions. This cost did not have a material effect on CMS Energy’s financial
position, liquidity or results of operations. The commitment of CMS
Energy resources to the year 2000 issue has not deferred any informa-
tion technology projects that could have a material adverse effect on
CMS Energy’s financial position, liquidity, or results of operations. 

While CMS Energy does not expect any significant year 2000
issues to develop after year-end 1999, CMS Energy will continue to
monitor its systems throughout the year 2000 to ensure that any
year 2000 issues that may arise are addressed promptly.

Foreign Currency Translation
CMS Energy adjusts common stockholders’ equity to reflect foreign
currency translation adjustments for the operation of long-term invest-
ments in foreign countries. The adjustment is primarily due to the
exchange rate fluctuations between the United States dollar and each
of the Australian dollar, Brazilian real and Argentine peso. During
1999, the change in the foreign currency translation adjustment
increased equity by $28 million, net of after-tax hedging proceeds.
Although management currently believes that the currency exchange
rate fluctuations over the long term will not have a material adverse
affect on CMS Energy's financial position, liquidity or results of opera-
tions, CMS Energy has hedged its exposure to the Australian dollar, the
Brazilian real and the Argentine peso. CMS Energy uses forward
exchange and option contracts to hedge certain receivables, payables,
long-term debt and equity value relating to foreign investments. The
notional amount of the outstanding foreign exchange contracts was
$1.6 billion at December 31, 1999, which includes $207 million, 
$435 million and $880 million for Australian, Brazilian and Argentine
foreign exchange contracts, respectively. The estimated fair value 
of the foreign exchange and option contracts at December 31, 1999
was $64 million, representing the amount CMS Energy would pay
upon settlement.
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Consolidated Statements of Income

In Millions

Years Ended December 31 1999 1998 1997

Operating Revenue Electric utility $2,667 $2,606 $2,515
Gas utility 1,156 1,051 1,204 
Natural gas transmission, storage and processing 785 160 96 
Independent power production 390 277 168 
Oil and gas exploration and production 98 63 93 
Marketing, services and trading 799 939 692 
Other 208 45 13 

6,103 5,141 4,781 

Operating Expenses Operation
Fuel for electric generation 406 359 319 
Purchased power - related parties 560 573 599 
Purchased and interchange power 509 584 265 
Cost of gas sold 1,546 1,212 1,311 
Other 1,021 763 719 

4,042 3,491 3,213 
Maintenance 216 176 174 
Depreciation, depletion and amortization 595 484 467 
General taxes 254 215 211 
Write-off of investments in Nitrotec 84 –   –   

5,191 4,366 4,065 

Pretax Operating Electric utility 494 475 432 
Income (Loss) Gas utility 132 126 153 

Natural gas transmission, storage and processing,
net of $84 Nitrotec write-off in 1999 91 33 27 

Independent power production 157 144 96 
Oil and gas exploration and production 17 6 26 
Marketing, services and trading 4 4 (5)
Other 17 (13) (13)

912 775 716 

Other Income (Deductions) Accretion income 4 6 8 
Accretion expense (14) (16) (17)
Loss on MCV power purchases – (37) –   
Other, net 20 1 (3)

10 (46) (12)

Fixed Charges Interest on long-term debt 502 318 273 
Other interest 58 47 49 
Capitalized interest (41) (29) (13)
Preferred dividends 6 19 25 
Trust Preferred Securities distributions 56 32 18 

581 387 352 

Income Before Income Taxes 341 342 352 
Income Taxes 64 100 108 

Consolidated Net Income Before Cumulative Effect 
of Change in Accounting Principle 277 242 244 

Cumulative Effect of Change in Accounting for 
Property Taxes, Net of $23 Tax – 43 –   

Consolidated Net Income $ 277 $ 285 $ 244 
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In Millions, Except Per Share Amounts

Years Ended December 31 1999 1998 1997

CMS Energy Net Income
Net Income Attributable to Common Stock $  269 $ 272 $ 229
Premium on Redemption of Class G Stock (28) – –

Net Income Available to Common Stock $  241 $ 272 $ 229

Basic Earnings Per Average Common Share
Net Income Attributable to Common Stock $ 2.44 $2.65 $2.39
Premium on Redemption of Class G Stock (0.26) – –

Net Income Available to Common Stock $ 2.18 $2.65 $2.39

Diluted Earnings Per Average Common Share
Net Income Attributable to Common Stock $ 2.42 $2.62 $2.37
Premium on Redemption of Class G Stock (0.25) – –

Net Income Available to Common Stock $ 2.17 $2.62 $2.37

Dividends Declared Per Common Share $ 1.39 $1.26 $1.14

Class G Net Income
Net Income Attributable to Common Stock $ 8 $ 13 $ 15
Premium on Redemption of Class G Stock 28 – –

Net Income Available to Common Stock $ 36 $ 13 $ 15

Basic Earnings Per Average Common Share
Net Income Attributable to Common Stock $ 0.90 $1.56 $1.84
Premium on Redemption of Class G Stock 3.31 – –

Net Income Available to Common Stock $ 4.21 $1.56 $1.84

Diluted Earnings Per Average Common Share
Net Income Attributable to Common Stock $ 0.90 $1.56 $1.84
Premium on Redemption of Class G Stock 3.31 – –

Net Income Available to Common Stock $ 4.21 $1.56 $1.84 

Dividends Declared Per Common Share $ 0.99 $1.27 $1.21 

The accompanying notes are an integral part of these statements.

35CMS Energy Corporation



Consolidated Balance Sheets

ASSETS In Millions

December 31 1999 1998

Plant and Property Electric utility $ 6,981 $ 6,720 
(at cost) Gas utility 2,461 2,360 

Natural gas transmission, storage and processing 1,934 341 
Independent power production 974 518 
Oil and gas properties (successful efforts method) 817 670 
International energy distribution 445 324 
Other 62 49 

13,674 10,982 
Less accumulated depreciation, depletion and amortization 6,157 5,213 

7,517 5,769 
Construction work-in-progress 604 271 

8,121 6,040 

Investments Independent power production 950 888 
Natural gas transmission, storage and processing 369 494 
International energy distribution 150 209 
Midland Cogeneration Venture Limited Partnership 247 209 
First Midland Limited Partnership 240 240 
Other 40 33 

1,996 2,073 

Current Assets Cash and temporary cash investments at cost, which approximates market 132 101 
Accounts receivable, notes receivable and accrued 

revenue, less allowances of $12 in 1999 and $13 in 1998 959 720 
Inventories at average cost

Gas in underground storage 225 219 
Materials and supplies 158 99 
Generating plant fuel stock 47 43 

Deferred income taxes 33 – 
Prepayments and other 263 225 

1,817 1,407 

Non-current Assets Goodwill, net 891 46 
Nuclear decommissioning trust funds 602 557 
Unamortized nuclear costs 519 – 
Postretirement benefits 348 373 
Notes receivable – related parties 251 20 
Abandoned Midland project 48 71 
Other 869 723 

3,528 1,790 

Total Assets $15,462 $11,310 

The accompanying notes are an integral part of these statements.
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STOCKHOLDERS’ INVESTMENT AND LIABILITIES In Millions

December 31 1999 1998

Capitalization Common stockholders’ equity $ 2,456 $ 2,216 
Preferred stock of subsidiary 44 238 
Company-obligated mandatorily redeemable Trust Preferred Securities of:

Consumers Power Company Financing I (a) 100 100 
Consumers Energy Company Financing II (a) 120 120 
Consumers Energy Company Financing III (a) 175 – 

Company-obligated convertible Trust Preferred Securities of:
CMS Energy Trust I (b) 173 173 
CMS Energy Trust II (b) 301 – 

Company-obligated Trust Preferred Securities of CMS RHINOS Trust (c) 250 – 
Long-term debt 6,987 4,726 
Non-current portion of capital leases 88 105 

10,694 7,678 

Current Liabilities Current portion of long-term debt and capital leases 552 293
Notes payable 230 328
Accounts payable 775 501
Accrued taxes 320 272
Accounts payable – related parties 61 79
Accrued interest 148 65
Power purchases – MCV Partnership 47 47
Accrued refunds 11 11
Other 363 211

2,507 1,807

Non-current Liabilities Deferred income taxes 703 652
Postretirement benefits 485 489
Deferred investment tax credit 125 135
Power purchases – MCV Partnership 73 121
Regulatory liabilities for income taxes, net 64 87
Other 811 341

2,261 1,825

Commitments and Contingencies (Notes 2, 4, 14 and 19)

Total Stockholders’ Investment and Liabilities $15,462 $11,310 

(a) The primary asset of Consumers Power Company Financing I is $103 million principal amount of 8.36 percent subordinated deferrable interest notes due 2015 from Consumers. The 
primary asset of Consumers Energy Company Financing II is $124 million principal amount of 8.20 percent subordinated deferrable interest notes due 2027 from Consumers. The primary
asset of Consumers Energy Company Financing III is $180 million principal amount of 9.25 percent subordinated deferrable interest notes due 2029 from Consumers. For further discus-
sion, see Note 7 to the Consolidated Financial Statements.

(b) The primary asset of CMS Energy Trust I is $178 million principal amount of 7.75 percent convertible subordinated deferrable interest debentures due 2027 from CMS Energy. The primary
asset of CMS Energy Trust II is $310 million principal amount of 8.625 percent convertible junior subordinated deferrable interest debentures due July 2004 from CMS Energy. For further
discussion, see Note 7 to the Consolidated Financial Statements. 

(c) As described in Note 7, the primary asset of CMS RHINOS Trust is $258 million principal amount of LIBOR plus 1.75 percent subordinated deferrable interest debentures due September 2001
from CMS Energy.
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Consolidated Statements of Cash Flows

In Millions

Years Ended December 31 1999 1998 1997

Cash Flows from Consolidated net income $ 277 $ 285 $ 244
Operating Activities Adjustments to reconcile net income to net cash 

provided by operating activities
Depreciation, depletion and amortization 

(includes nuclear decommissioning of 
$50, $51 and $50, respectively) 595 484 467

Deferred income taxes and investment tax credit 10 54 24
Capital lease and debt discount amortization 35 51 44
Loss on MCV power purchases – 37 –
Accretion expense 14 16 17
Accretion income (4) (6) (8)
Write-off of investments in Nitrotec 84 – –
Undistributed earnings of related parties (45) (95) (58)
Cumulative effect of accounting change – (66) –
MCV power purchases (62) (64) (62)
Changes in other assets and liabilities 13 (180) (44)

Net cash provided by operating activities 917 516 624

Cash Flows from Capital expenditures (excludes assets
Investing Activities placed under capital lease) (1,124) (1,295) (678)

Investments in partnerships and 
unconsolidated subsidiaries (380) (345) (830)

Cost to retire property, net (93) (83) (46)
Other (29) 32 (46)
Acquisition of companies, net of cash acquired (1,938) – –
Proceeds from sale of property – 57 49

Net cash used in investing activities (3,564) (1,634) (1,551)

Cash Flows from Proceeds from notes, bonds and other long-term debt 2,836 2,348 1,214
Financing Activities Issuance of common stock 84 269 224

Proceeds from Trust Preferred Securities 726 – 286
Retirement of bonds and other long-term debt (258) (661) (521)
Repayments of lines of credit, net (237) (574) (29)
Payment of common stock dividends (163) (140) (119)
Increase (decrease) in notes payable, net (97) (53) 49
Payment of capital lease obligations (19) (36) (44)
Retirement of common stock – (3) (2)
Retirement of preferred stock (194) – (120)

Net cash provided by financing activities 2,678 1,150 938

Net Increase in Cash and Temporary Cash Investments 31 32 11 
Cash and Temporary Cash Investments, Beginning of Year 101 69 58

Cash and Temporary Cash Investments, End of Year $ 132 $ 101 $ 69

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Preferred Stock

Optional
Redemption Number of Shares In Millions

December 31 Series Price 1999 1998 1999 1998

Consumers’ Preferred Stock
Cumulative, $100 par value, 

authorized 7,500,000 shares, 
with no mandatory redemption $4.16 $103.25 68,451 68,451 $ 7 $ 7 

4.50 110.00 373,148 373,148 37 37 
Consumers’ Class A Preferred Stock

Cumulative, no par value, 
authorized 16,000,000 shares,
with no mandatory redemption 2.08 25.00(a) – 8,000,000 – 194 

Total Preferred Stock $ 44 $ 238 

(a) Redeemed April 1, 1999.
The accompanying notes are an integral part of these statements.

Consolidated Statements of Common Stockholders’ Equity
Number of Shares in Thousands In Millions

Years Ended December 31 1999 1998 1997 1999 1998 1997

Common Stock
At beginning and end of period $ 1 $ 1 $ 1 

Other Paid-in Capital – CMS Energy
At beginning of period 108,104 100,792 94,813 2,452 2,131 1,916 
Redemption of affiliate’s preferred stock – – – (2) – –
Common stock reacquired (61) (72) (54) (2) (3) (2)
Common stock issued 1,823 7,383 6,031 83 324 217 
Common stock reissued 39 1 2 1 – –   
Exchange of Class G common stock 6,133 – – 217 – –   

At end of period 116,038 108,104 100,792 2,749 2,452 2,131 

Other Paid-in Capital – Class G
At beginning of period 8,453 8,219 7,877 142 136 129 
Common stock reacquired – (1) (1) – – –   
Common stock issued 257 235 343 6 6 7 
Redemption of common stock (8,710) – – (148) – –   

At end of period – 8,453 8,219 – 142 136 

Revaluation Capital
At beginning of period (9) (6) (6)
Change in unrealized investment-gain (loss) (a) 12 (3) –   

At end of period 3 (9) (6)

Foreign Currency Translation
At beginning of period (136) (96) –
Change in foreign currency translation (a) 28 (40) (96)

At end of period (108) (136) (96)

Retained Earnings (Deficit)
At beginning of period (234) (379) (504)
Consolidated net income (a) 277 285 244
Redemption of Class G common stock (69) – –
Common stock dividends declared:

CMS Energy (154) (129) (109)
Class G (9) (11) (10)

At end of period (189) (234) (379)

Total Common Stockholders’ Equity $2,456 $2,216 $1,787

(a)  Disclosure of Comprehensive Income:
Revaluation capital

Unrealized investment-gain (loss), net of tax of $(6), $2 and $0, respectively $ 12 $ (3) $ –
Foreign currency translation 28 (40) (96)
Consolidated net income 277 285 244

Total Consolidated Comprehensive Income $317 $242 $148

The accompanying notes are an integral part of these statements.
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1: Corporate Structure
CMS Energy Corporation (CMS Energy) is the parent holding com-
pany of Consumers Energy Company (Consumers) and CMS
Enterprises Company (Enterprises). Consumers, a combination elec-
tric and gas utility company serving the Lower Peninsula of Michigan,
is a subsidiary of CMS Energy. Enterprises, through subsidiaries, is
engaged in several domestic and international diversified energy 
businesses including: natural gas transmission, storage and process-
ing; independent power production; oil and gas exploration and
production; energy marketing, services and trading; and international
energy distribution. In March 1999, CMS Energy completed the
acquisition of Panhandle Eastern Pipe Line Company, including its
subsidiaries Trunkline and Pan Gas Storage, and its affiliates Panhan-
dle Storage and Trunkline LNG (Panhandle), as discussed further
below. Panhandle is primarily engaged in the interstate transporta-
tion, storage and processing of natural gas. 

2: Summary of Significant Accounting Policies and Other Matters
Basis of Presentation: The consolidated financial statements include
CMS Energy, Consumers and Enterprises and their majority owned
subsidiaries. The financial statements are prepared in conformity with
generally accepted accounting principles and use management's esti-
mates where appropriate. Affiliated companies (where CMS Energy
has more than 20 percent but less than a majority ownership inter-
est) are accounted for by the equity method.

Change in Method of Accounting for Property Taxes: During the
first quarter of 1998, Consumers implemented a change in the
method of accounting for property taxes so that such taxes are rec-
ognized during the fiscal period of the taxing authority for which the
taxes are levied. This change better matches property tax expense
with the services provided by the taxing authorities, and is considered
the most acceptable basis of recording property taxes. Prior to 1998,
Consumers recorded property taxes monthly during the year follow-
ing the assessment date (December 31). The cumulative effect of this
one-time change in accounting increased other income in 1998 by
$66 million, and earnings, net of tax, by $43 million or $.40 per basic
and diluted share of CMS Energy Common Stock, including increased
other income by $18 million and earnings, net of tax, of $12 million,
or $.36 per basic and diluted share of Class G Common Stock. The
pro forma effect on prior years' consolidated net income of retroac-
tively recording property taxes as if the new method of accounting
had been in effect for all periods presented is not material.

Non-recurring Charge: In 1999, CMS Gas Transmission and Stor-
age Company (CMS Gas Transmission) wrote off the carrying amounts
of investments in Nitrotec Corporation, a proprietary gas processing
company which has patents for its helium removal and nitrogen rejec-
tion processes for purifying natural gas. This write-off occurred after
determining that it was unlikely CMS Gas Transmission would recover
any portion of its investments. The write-off of these investments
resulted in a reduction in 1999 operating income of $84 million and
reduced net earnings by $49 million, or $.45 and $.43 per basic and
diluted share of CMS Energy Common Stock, respectively.

Accretion Income and Expense: In 1991, the Michigan Public Ser-
vice Commission (MPSC) allowed Consumers to recover a portion of
its abandoned Midland investment over a 10-year period, but did not

allow Consumers to earn a return on that amount. Consumers
reduced the recoverable investment to the present value of the
future recoveries. During the recovery period, Consumers adjusts the
unrecovered asset to its present value. It reflects this adjustment as
accretion income. Conversely, Consumers recorded a loss in 1992 for
the present value of its estimated future underrecoveries of power
costs resulting from purchases from the Midland Cogeneration Ven-
ture Limited Partnership (MCV Partnership) (see Note 4). It now
recognizes accretion expense annually to reflect the time value of
money on the recorded loss.

Gas Inventory: Consumers uses the weighted average cost
method for valuing working gas inventory. It records cushion gas,
which is gas stored to maintain reservoir pressure for recovery of
working gas, in the appropriate gas utility plant account. Consumers
stores gas inventory in its underground storage facilities.

Goodwill Amortization: Goodwill represents the excess of the pur-
chase price over the fair value of the net assets of acquired companies
and is amortized using the straight-line method principally over 40
years. The carrying amount of goodwill is reviewed annually using
undiscounted cash flows for the businesses acquired over the remain-
ing amortization periods. At December 31, 1999, no impairments
existed. Accumulated amortization of goodwill at December 31, 1999
and 1998 was $25 million and $2 million, respectively.

Maintenance, Depreciation and Depletion: Consumers charges
property repairs and minor property replacements to maintenance
expense. Depreciable property retired or sold, plus cost of removal
(net of salvage credits), is charged to accumulated depreciation. 
Consumers bases depreciation provisions for utility property on
straight-line and units-of-production rates approved by the MPSC.
The composite depreciation rate for electric utility property was 3.0
percent for 1999, 3.5 percent for 1998 and 3.6 percent for 1997.
The composite rate for gas utility property was 4.4 percent for 1999,
4.2 percent for 1998 and 4.1 percent for 1997. The composite rate
for other property was 8.6 percent for 1999, 7.4 percent for 1998
and 8.2 percent for 1997.

CMS Oil and Gas Company (CMS Oil and Gas) follows the suc-
cessful efforts method of accounting for its investments in oil and gas
properties. CMS Oil and Gas capitalizes, as incurred, the costs of
property acquisitions, successful exploratory wells, all development
costs, and support equipment and facilities. It expenses unsuccessful
exploratory wells when they are determined to be non-productive.
CMS Oil and Gas also charges to expense, as incurred, production
costs, overhead, and all exploration costs other than exploratory
drilling. CMS Oil and Gas determines depreciation, depletion and
amortization of proved oil and gas properties on a field-by-field basis
using the units-of-production method over the life of the remaining
proved reserves. 

Other nonutility depreciable property is amortized over its esti-
mated useful life; gains and losses on asset sales are recognized at
the time of sale.

Nuclear Fuel Cost: Consumers amortizes nuclear fuel cost to fuel
expense based on the quantity of heat produced for electric generation.
Interest on leased nuclear fuel is expensed as incurred. Under current
federal law, as confirmed by court decision, the U.S. Department of
Energy (DOE) was to begin accepting deliveries of spent nuclear fuel for
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disposal by January 31, 1998. For fuel used after April 6, 1983, Con-
sumers charges disposal costs to nuclear fuel expense, recovers them
through electric rates, and then remits them to the DOE quarterly. Con-
sumers elected to defer payment for disposal of spent nuclear fuel
burned before April 7, 1983. At December 31, 1999, Consumers had a
recorded liability to the DOE of $123 million, including interest, which is
payable upon the first delivery of spent nuclear fuel to the DOE. Con-
sumers recovered through electric rates the amount of this liability,
excluding a portion of interest. In January 1997, in response to the
DOE's declaration that it would not begin to accept spent nuclear fuel
deliveries in 1998, Consumers and other utilities filed suit in federal
court. The court issued a decision in late 1997 affirming the DOE’s duty
to take delivery of spent fuel, but was not specific as to the relief avail-
able for failure of the DOE to comply. Further litigation brought by
Consumers and others in 1998 that was intended to produce specific
relief for the DOE's failure to comply has not been successful to date,
although such litigation efforts continue. In January 1999, federal legis-
lation was reintroduced in the House of Representatives to clarify the
timing of the DOE's obligation to accept spent nuclear fuel and to direct
the DOE to establish an integrated spent fuel management system that
includes designing and constructing an interim storage facility in
Nevada. Similar legislation was reintroduced in the Senate. Consumers
cannot predict the outcome of this process.

Nuclear Plant Decommissioning: Consumers collected $50 million
in 1999 from its electric customers for decommissioning of its two
nuclear plants. Amounts collected from electric retail customers and
deposited in trusts (including trust earnings) are credited to accumu-
lated depreciation. On March 22, 1999, Consumers received a
decommissioning order from the MPSC that approved estimated
decommissioning costs for Big Rock Point nuclear power plant (Big
Rock) and Palisades nuclear power plant (Palisades) of $315 million and
$566 million (calculated in 1999 dollars), respectively. Consumers’ site-
specific decommissioning cost estimates for Big Rock and Palisades
assume that each plant site will eventually be restored to conform to
the adjacent landscape, and all contaminated equipment will be disas-
sembled and disposed of in a licensed burial facility. The MPSC order
also set the annual decommissioning surcharges for Big Rock and Pal-
isades at $32 million and $14 million a year, respectively, and required
Consumers to file revised decommissioning surcharges for Palisades that
incorporate a gradual reduction in the decommissioning trust’s equity
investments following the plant’s retirement. On December 16, 1999,
the MPSC approved a revised decommissioning surcharge for Palisades
in the amount of $6 million a year, effective January 1, 2000. 

Big Rock closed permanently in 1997 because management deter-
mined that it would be uneconomical to operate in an increasingly
competitive environment. The plant was originally scheduled to close on
May 31, 2000, at the end of the plant’s operating license. The MPSC
allowed Consumers to continue collecting decommissioning surcharges
through December 31, 2000. Plant decommissioning began in 1997
and it may take five to ten years to return the site to its original condi-
tion. For 1999, Consumers incurred costs of $51 million that were
charged to the accumulated depreciation reserve for decommissioning
and withdrew $43 million from the Big Rock nuclear decommissioning
trust fund. In total, Consumers has incurred costs of $126 million that
have been charged to the accumulated depreciation reserve for
decommissioning and withdrew $112 million from the Big Rock

nuclear decommissioning trust fund. These activities had no material
impact on net income. At December 31, 1999, Consumers is the
beneficiary of the investment in nuclear decommissioning trust funds
of $181 million for Big Rock.

After retirement of Palisades, Consumers plans to maintain the facility
in protective storage if radioactive waste disposal facilities are not avail-
able. Consumers will incur most of the Palisades decommissioning costs
after the plant's Nuclear Regulatory Commission (NRC) operating
license expires. When Palisades' NRC license expires in 2007, the trust
funds are currently estimated to have accumulated $667 million,
assuming currently approved MPSC surcharge levels. Consumers 
estimates that at the time Palisades is fully decommissioned in the year
2046, the trust funds will have provided $1.9 billion, including trust 
earnings, over this decommissioning period. At December 31, 1999,
Consumers is the beneficiary of the investment in nuclear decommis-
sioning trust funds of $421 million for Palisades.

Reclassifications: CMS Energy has reclassified certain prior year
amounts for comparative purposes. These reclassifications did not
affect consolidated net income for the years presented. 

Related-Party Transactions: In 1999, 1998 and 1997, Consumers
paid $52 million, $51 million and $51 million, respectively, for electric
generating capacity and the energy generated by that capacity from
affiliates of Enterprises. Affiliates of CMS Energy sold, stored and trans-
ported natural gas and provided other services to the MCV Partnership
totaling $37 million, $21 million and $21 million for 1999, 1998 and
1997. For additional discussion of related-party transactions with the
MCV Partnership and the First Midland Limited Partnership (FMLP), see
Notes 4 and 19. Other related-party transactions are immaterial.

Utility Regulation: Consumers accounts for the effects of regula-
tion based on the regulated utility accounting standard Statement 
of Financial Accounting Standards (SFAS) 71, Accounting for the
Effects of Certain Types of Regulation. As a result, the actions of 
regulators affect when Consumers recognizes revenues, expenses,
assets and liabilities.

In March 1999, Consumers received MPSC electric restructuring
orders which, among other things, identified the terms and timing for
implementing electric restructuring in Michigan. Consistent with these
orders, Consumers discontinued application of SFAS 71 for the energy
supply portion of its business in the first quarter of 1999 because Con-
sumers expected to implement retail open access for its electric
customers in September 1999. Discontinuation of SFAS 71 for the
energy supply portion of Consumers’ business resulted in Consumers
reducing the carrying value of its Palisades plant-related assets by
approximately $535 million and establishing a regulatory asset for a
corresponding amount. The regulatory asset is collectible as part of the
costs incurred by Stranded Costs, as defined, plus the costs incurred in
the transition to competition (Transition Costs) which are recoverable
through the regulated transmission and distribution portion of Con-
sumers’ business as approved by an MPSC order in 1998. This order
also allowed Consumers to recover any energy supply-related regula-
tory assets, plus a return on any unamortized balance of those assets,
from its transmission and distribution customers. According to current
accounting standards, Consumers can continue to carry its energy 
supply-related regulatory assets if legislation or an MPSC rate order allows
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the collection of cash flows, to recover these regulatory assets from its
regulated transmission and distribution customers. At December 31,
1999, Consumers had a net investment in energy supply facilities of
$949 million included in electric plant and property. 

SFAS 121, Accounting for the Impairment of Long-Lived Assets
and for Long-Lived Assets to be Disposed of, imposes stricter criteria
for retention of regulatory-created assets by requiring that such
assets be probable of future recovery at each balance sheet date.
Management believes these assets will be recovered. 

The following regulatory assets (liabilities), which include both cur-
rent and non-current amounts, are reflected in the Consolidated
Balance Sheets. These costs are being recovered through rates over
periods of up to 13 years.

In Millions

December 31 1999 1998

Postretirement benefits $ 366 $ 397
Income taxes 193 148
Abandoned Midland project 48 71
Manufactured gas plant sites 65 48
Demand-side management (DSM) – deferred costs 13 32
Uranium enrichment facility 18 20
Other 33 38

Total regulatory assets $ 736 $ 754

Income taxes $(257) $(235)
DSM – deferred revenue (17) (24)

Total regulatory liabilities $(274) $(259)

Implementation of New Accounting Standards: In 1999, CMS
Energy implemented statement of position (SOP) 98-1, Accounting
for the Costs of Computer Software Developed for Internal Use, and
SOP 98-5, Reporting on the Costs of Start-Up Activities. Application
of these standards has not had a material effect on CMS Energy’s
financial position, liquidity, or results of operations. Effective January 1,
1999, CMS Energy adopted Emerging Issues Task Force (EITF) 
Issue 98-10, Accounting for Energy Trading and Risk Management
Activities, which requires mark-to-market accounting for energy con-
tracts entered into for trading purposes. Under mark-to-market
accounting, gains and losses resulting from changes in market prices
on contracts entered into for trading purposes are reflected in current
earnings. The after-tax mark-to-market adjustment resulting from the
adoption of EITF 98-10 did not have a material effect on CMS Energy’s
consolidated financial position, results of operations and cash flows
as of December 31, 1999. For energy contracts that are hedges of
non-trading activities, CMS Energy will continue to use accrual
accounting until it adopts SFAS 133, Accounting for Derivative Instru-
ments and Hedging Activities, which will be effective January 1, 2001. 

Foreign Currency Translation: Foreign currency translation adjust-
ments relating to the operation of CMS Energy's long-term
investments in foreign countries are included in common stockhold-
ers' equity. For the year ended December 31, 1999 the change in the
foreign currency translation adjustment increased equity by $28 mil-
lion, net of after-tax hedging proceeds. 

Other: For significant accounting policies regarding cash equiva-
lents, see Note 17; for income taxes, see Note 10; for executive
incentive compensation, see Note 12; and for pensions and other
postretirement benefits, see Note 13.

3: Acquisition 
In March 1999, CMS Energy completed the acquisition of Panhandle
from Duke Energy Corporation (Duke Energy) for a cash payment of
$1.9 billion and existing Panhandle debt of $300 million. CMS Energy
used the purchase method of accounting to account for the acquisi-
tion and, accordingly, included the results of operations of Panhandle
for the period from March 29, 1999 in the accompanying consoli-
dated financial statements. Assets acquired and liabilities assumed are
recorded at their estimated fair values and are subject to adjustment
when additional information concerning asset and liability valuations
is finalized by the end of the first quarter of 2000. CMS Energy allo-
cated the tentative excess purchase price over the estimated fair value
of net assets acquired of approximately $800 million to goodwill and
amortizes this amount on a straight-line basis over 40 years.

The following unaudited pro forma amounts for operating revenue,
consolidated net income, basic earnings per share and diluted earnings
per share, as if the acquisition had occurred on January 1, 1998, illus-
trate the effects of: (1) various restructuring, realignment, and
elimination of activities between Panhandle and Duke Energy prior to
the closing of the acquisition by CMS Energy; (2) the adjustments result-
ing from the acquisition by CMS Energy; and (3) financing transactions
which include the public issuance of $800 million of senior notes by
Panhandle, $850 million of senior notes by CMS Energy, and the private
sale of $250 million of Trust Preferred Securities by CMS Energy. 

In Millions, Except Per Share Amounts 

Years Ended December 31 1999 1998

Operating revenue $ 6,216 $ 5,566

Consolidated net income $ 287 $ 289

Basic Earnings Per Share:
Basic earnings per share before 

Class G Common Stock Exchange $ 2.53 $ 2.70
Effects of Premium on Redemption 

of Class G Common Stock (.26) –

Basic earnings per share after 
Class G Common Stock Exchange $ 2.27 $ 2.70 

Diluted Earnings Per Share:
Diluted earnings per share before 

Class G Common Stock Exchange $ 2.51 $ 2.67
Effects of Premium on Redemption 

of Class G Common Stock (.25) –

Diluted earnings per share after 
Class G Common Stock Exchange $ 2.26 $ 2.67

4: Uncertainties
Consumers’ Electric Utility Contingencies
Electric Environmental Matters: The Clean Air Act limits emissions of
sulfur dioxide and nitrogen oxides and requires emissions and air
quality monitoring. Consumers currently operates within these limits
and meets current emission requirements. The Clean Air Act requires
the Environmental Protection Agency (EPA) to review periodically the
effectiveness of the national air quality standards in preventing
adverse health effects. In 1997, the EPA revised these standards to
impose further limitations on nitrogen oxide and small particulate-
related emissions. In May 1999, a United States Court of Appeals
ruled that the grant of authority to the EPA, to revise the standards
as the EPA did, would amount to an unconstitutional delegation of
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legislative power. As a result, the EPA will not implement the stan-
dards under the 1997 rule. On October 28, 1999, the United States
Court of Appeals denied a request by the EPA for a rehearing. On
January 27, 2000, the Department of Justice filed a petition for the
United States Supreme Court to review the case. Because of the
United States Court of Appeals decisions, the EPA has proposed to
reinstate the pre-1997 standards.

In September 1998, based in part upon the 1997 standards, the
EPA Administrator issued final regulations requiring the state of Michi-
gan to limit further nitrogen oxide emissions. Consumers anticipates
a reduction in nitrogen oxide emissions by 2003 to only 32 percent
of levels allowed for the year 2000. The state of Michigan had one
year to submit an implementation plan. The state of Michigan filed 
a lawsuit objecting to the extent of the required emission reductions
and requesting an extension of the submission date. In May 1999
the United States Court of Appeals granted an indefinite stay of the
submission date for the state of Michigan’s implementation plan. In
early 2000, the United States Court of Appeals upheld the EPA’s final
regulations. The state of Michigan is expected to appeal this ruling.
Until the appeal is decided, it is unlikely that the state of Michigan
will establish Consumers' nitrogen oxide emissions reduction target.
In December 1999, the EPA Administrator signed a revised final 
rule under Section 126 of the Clean Air Act. The rule requires some
electric utility generators, including some of Consumers’ electric gen-
erating facilities, to achieve the same emission rate as that required
by the currently challenged September 1998 EPA final rule. Under
the revised Section 126 rule, the emission rate will become effective
on May 1, 2003 and apply during the ozone season in 2003 and
during each subsequent year. Various parties’ petitions challenging
the EPA’s rule have been filed. Until these targets are lawfully 
established, the estimated cost of compliance discussed below is 
subject to revision. 

The preliminary estimates of capital expenditures to reduce nitro-
gen oxide-related emissions to the level proposed by the state of
Michigan for Consumers' fossil-fueled generating units range from
$150 million to $290 million, calculated in 1999 dollars. If Consumers
had to meet the EPA’s 1997 proposed requirements, the estimated
cost to Consumers would be between $290 million and $500 mil-
lion, calculated in 1999 dollars. In both these cases the lower
estimate represents the capital expenditure level that would satisfac-
torily meet the proposed emissions limits but would result in higher
operating expense. The higher estimate in the range includes expen-
ditures that result in lower operating costs while complying with the
proposed emissions limit. Consumers anticipates that it will incur
these capital expenditures between 2000 and 2004, or between
2000 and 2003 if the EPA ultimately imposes its limits.

Consumers may need an equivalent amount of capital expendi-
tures to comply with the new small particulate standards sometime
after 2004 if those standards become effective.

Consumers' coal-fueled electric generating units burn low-sulfur
coal and are currently operating at or near the sulfur dioxide emission
limits that will be effective in the year 2000. During the past few
years, to comply with the Clean Air Act, Consumers incurred capital
expenditures totaling $67 million to install equipment at certain gen-
erating units. Consumers estimates an additional $5 million of capital
expenditures for ongoing and proposed modifications at the remain-
ing coal-fueled units to meet year 2000 requirements. Management

believes that these expenditures will not materially affect Consumers'
annual operating costs.

Under the Michigan Natural Resources and Environmental Protection
Act, Consumers expects that it will ultimately incur investigation 
and remedial action costs at a number of sites. Nevertheless, it
believes that these costs are properly recoverable in rates under cur-
rent ratemaking policies.

Consumers is a potentially responsible party at several contami-
nated sites administered under the Comprehensive Environmental
Response, Compensation and Liability Act (Superfund). Superfund 
liability is joint and several; along with Consumers, many other credit-
worthy, potentially responsible parties with substantial assets cooperate
with respect to the individual sites. Based upon past negotiations,
Consumers estimates that its share of the total liability for the known
Superfund sites will be between $2 million and $9 million. At
December 31, 1999, Consumers has accrued the minimum amount
of the range for its estimated Superfund liability.

While decommissioning Big Rock, Consumers found that some
areas of the plant have coatings that contain both metals and poly-
chlorinated biphenyls (PCBs). Consumers believes it now has viable
disposal options for these materials. It estimates the additional cost
associated with PCB waste at $1.5 million. The cost of removal and
disposal will constitute part of the cost to decommission the plant
and will be paid from the decommissioning fund.

Antitrust: In October 1997, two independent power producers
sued Consumers in a federal court. The suit alleged antitrust viola-
tions relating to contracts which Consumers entered into with some
of its customers, and interference with contract claims relating to
proposed power facilities. On March 31, 1999, the court issued an opin-
ion and order granting Consumers’ motion for summary judgment,
resulting in the dismissal of the case. The plaintiffs have appealed this
decision. Consumers cannot predict the outcome of this appeal.

Consumers’ Electric Utility Rate Matters
Electric Proceedings: In 1996, the MPSC issued a final order that
authorized Consumers to recover costs associated with the purchase of
the additional 325 megawatts (MW) of the natural gas-fueled, com-
bined-cycle cogeneration facility operated by the MCV Partnership (MCV
Facility) capacity (see “Power Purchases from the MCV Partnership” in
this Note). In addition, the order allowed Consumers to recover its
nuclear plant investment by increasing prospective annual nuclear plant
depreciation expense by $18 million, with a corresponding decrease in
fossil-fueled generating plant depreciation expense. The order also
established an experimental direct-access program. Customers having a
maximum demand for electric power of 2 MW or greater are eligible
to purchase generation services directly from any eligible third-party
power supplier. Consumers will transmit that power for a fee. Delivery
of electric power through this direct-access program is limited to 134
MW. In accordance with the MPSC order, Consumers held a lottery to
select the customers that would participate in the direct-access pro-
gram. Subsequently, direct-access for a portion of this 134 MW began
in late 1997. The program was substantially filled by the end of March
1999. The Michigan Attorney General (Attorney General), Association
of Businesses Advocating Tariff Equity (ABATE), the MCV Partnership
and other parties filed appeals with the Michigan Court of Appeals
(Court of Appeals) challenging the MPSC’s 1996 order. In August
1999, the Court of Appeals affirmed the MPSC’s 1996 order in all
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respects. In October 1999, the Attorney General filed 
an application for leave to appeal this decision to the Michigan
Supreme Court.

In November 1997, ABATE filed a complaint with the MPSC. The
complaint alleged that Consumers’ electric earnings are more than its
authorized rate of return and sought an immediate reduction in Con-
sumers' electric rates. In testimony filed in this case, ABATE claimed
that Consumers received approximately $189 million in excess rev-
enues for 1998. In its testimony, the MPSC staff stated that 1998
financial results show excess revenues of $118 million compared to
the previously authorized electric return on equity. The MPSC staff
offered several alternatives for the MPSC to consider. These alterna-
tives involve several different refunds or reductions that the MPSC
could consider separately or in combination, but if made, would not
result in a permanent future reduction in electric rates in the amount
being sought by ABATE. Consumers filed testimony showing that
after ratemaking adjustments and normalizations, there is a revenue
deficiency of approximately $3 million. ABATE and other interveners
bear the burden of convincing the MPSC to reduce electric rates,
which will otherwise remain unchanged. Consumers believes that
ABATE has not met its burden of proving that a reduction in rates is
required. Consumers also believes that ABATE’s request for refunds
from 1995 to present is inappropriate and unlawful; no such retroac-
tive rate adjustment has ever been granted by the MPSC. In
December 1999, an announcement was made that an agreement
concerning legislation in Michigan on electric deregulation had been
reached by Consumers, ABATE, and numerous other industrial and
commercial business interests. In anticipation of the legislation being
introduced, ABATE and Consumers jointly filed a request with the
MPSC to suspend ABATE’s electric rate complaint to allow for consid-
eration of the proposed legislation. The MPSC granted a temporary
suspension for 120 days (expiring in April 2000), subject to its
authority to withdraw the suspension at any time. As part of the sus-
pension, Consumers agreed that, if the case is resumed and a rate
reduction is ultimately ordered by the MPSC, it would implement the
rate reduction retroactively for a period equal to the length of the
actual suspension. In January 2000, the legislation was introduced
into the Michigan Legislature. Consumers is unable to predict the
outcome of this matter.

In January 1998, the Court of Appeals affirmed an MPSC conclu-
sion that the MPSC has statutory authority to authorize an experimental
electric retail wheeling program. In June 1999, the Michigan Supreme
Court reversed the Court of Appeals and held that the MPSC does
not have the statutory authority to order a utility to provide a manda-
tory retail wheeling service. For more information on the experimental
retail wheeling program see “Electric Restructuring” below.

Electric Restructuring: As part of ongoing proceedings relating to
the restructuring of the electric utility industry in Michigan, the MPSC
issued numerous orders since June 1997 proposing that Consumers
transmit and distribute energy for competing power suppliers to retail
customers (also known as “retail open access”). The restructuring
orders provide for: 1) recovery of estimated Stranded Costs of 
$1.755 billion through a charge to all customers purchasing their
power from other sources until the end of the transition period in
2007, subject to an adjustment through a true-up mechanism; 

2) commencement of the phase-in of retail open access beginning
September 1999; 3) suspension of the power supply cost recovery
(PSCR) clause as discussed below; and 4) the right of all customers to
choose their power suppliers on January 1, 2002. The recovery of
costs of implementing a retail open access program, preliminarily esti-
mated at an additional $200 million, will be reviewed for prudence
by the MPSC and recovered via a charge approved by the MPSC.
Nuclear decommissioning costs will also continue to be collected
through a separate surcharge to all customers. 

Consumers submitted its plan for implementing retail open access 
to the MPSC in 1998. The primary issues addressed in the plan are:
1) the implementation schedule; 2) the retail open access service
options available to customers and suppliers; 3) the process and
requirements for customers and others to obtain retail open access
service; and 4) the roles and responsibilities for Consumers, cus-
tomers and suppliers. In March 1999, Consumers received MPSC
electric restructuring orders, which generally supported Consumers'
implementation plan. Consumers began implementing electric retail
customer open access in September 1999, and will extend open
access to 750 MW of Consumers’ retail market by 2001. On 
January 1, 2002, all of Consumers’ electric customers will have the
right to choose generation suppliers.

Numerous appeals are pending at the Court of Appeals relating
to the MPSC's restructuring orders. Because of the June 1999 Michi-
gan Supreme Court decision described above in “Electric
Proceedings”, Consumers believes that the MPSC lacks statutory
authority to mandate industry restructuring. The MPSC ultimately
issued an order in August 1999 finding that it has jurisdiction to
approve rates, terms, and conditions for electricity retail wheeling
(also known as electric customer choice) if a utility voluntarily chooses
to offer that service. ABATE and the Attorney General have each
appealed the August 1999 order to the Court of Appeals. It is uncer-
tain how the issues raised by the MPSC’s August 1999 order will be
resolved by the regulatory process, the appellate courts or by legisla-
tion addressing electric restructuring issues.

During periods when electric demand is high, the cost of purchas-
ing energy on the spot market can be substantial. Consumers is
planning to maintain sufficient generation and to purchase electricity
from others to create a power reserve (also called a reserve margin)
that provides Consumers with approximately 15 percent additional
power above its anticipated power demands. This allows Consumers
to provide reliable service to its electric service customers and to pro-
tect itself against unscheduled plant outages and unanticipated
demand. Before 1998, the PSCR process provided for the recovery of
any prudent and necessary power supply costs through customer
rates, thus minimizing the risk to shareholders for fluctuations in such
costs. In 1998, as a result of an MPSC order associated with electric
restructuring efforts, the PSCR process was suspended for 4 years.
Under the suspension, customers’ rates previously subject to adjust-
ment under the PSCR process, will not be adjusted to reflect the
actual costs of fuel, interchange power and purchased power,
through 2001. To reduce the risk of high energy prices during peak
demand periods, Consumers has employed a strategy of purchasing
electric option contracts for the physical delivery of electricity during
the months of June through September in order to achieve its reserve
margin target. Consumers expects to use a similar strategy in the
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future. In 1999, Consumers’ purchase of electric option contracts
cost approximately $19 million.

In June 1999, Consumers and four other electric utility companies
sought approval from the Federal Energy Regulatory Commission
(FERC) to form the Alliance Regional Transmission Organization
(Alliance). The proposed structure provided for the creation of a trans-
mission entity that would control, operate and own transmission
facilities of one or more of the member companies, and would control
and operate, but not necessarily own, the transmission facilities of
other companies. The proposal was structured to give the member
companies the flexibility to maintain or divest ownership of their
transmission facilities while ensuring independent operation of the
regional transmission system. In December 1999, the FERC condition-
ally approved formation of Alliance, but asked the applicants to make
a number of changes in the proposal and to provide additional infor-
mation. Among other things, the FERC expressed concern about the
proposed governance of Alliance, its rates and its geographic configu-
ration. On the same day as the Alliance order, the FERC issued Order
No. 2000, which describes the characteristics the FERC would find
acceptable in an Regional Transmission Organization (RTO). In Order
No. 2000, the FERC declined to mandate that utilities join RTOs, but
did order utilities to make filings in October 2000 and January 2001
declaring their intentions with respect to RTO membership. Consumers
and the Alliance companies have sought a rehearing on the Alliance
order. Consumers is uncertain about the outcome of the Alliance mat-
ter before the FERC and its continued participation in Alliance.

Other Consumers’ Electric Utility Uncertainties
The Midland Cogeneration Venture: The MCV Partnership, which
leases and operates the MCV Facility, contracted to sell electricity to
Consumers for a 35-year period beginning in 1990 and to supply
electricity and steam to Dow Chemical Company (Dow). Consumers,
through two wholly owned subsidiaries, holds the following assets
related to the MCV Partnership and MCV Facility: 1) CMS Midland
Inc. (CMS Midland) owns a 49 percent general partnership interest in
the MCV Partnership; and 2) CMS Midland Holdings Company 
(CMS Holdings) holds, through FMLP, a 35 percent lessor interest in
the MCV Facility.

Summarized Statements of Income for 
CMS Midland and CMS Holdings (unaudited)

In Millions

Years Ended December 31 1999 1998 1997

Pretax operating income $49 $49 $46
Income taxes and other 15 15 14

Net income $34 $34 $32

Power Purchases from the MCV Partnership: Consumers’ annual
obligation to purchase capacity from the MCV Partnership is 1,240
MW through the termination of the power purchase agreement (PPA)
between Consumers and the MCV Partnership in 2025. The PPA pro-
vides that Consumers is to pay, based on the MCV Facility's availability,
a levelized average capacity charge of 3.77 cents per kilowatt-hour
(kWh), a fixed energy charge, and a variable energy charge based pri-
marily on Consumers' average cost of coal consumed for all kWh
delivered. Since January 1, 1993, the MPSC has permitted Consumers

to recover capacity charges averaging 3.62 cents per kWh for 915 MW,
plus a substantial portion of the fixed and variable energy charges.
Since January 1, 1996, the MPSC has also permitted Consumers to
recover capacity charges for the remaining 325 MW of contract
capacity with an initial average charge of 2.86 cents per kWh, increas-
ing periodically to an eventual 3.62 cents per kWh by 2004 and
thereafter. Because the MPSC has already approved recovery of these
capacity costs, Consumers will recover these increases through an
adjustment to the currently frozen PSCR factor that will be effective
through 2001. Consumers expects to recover the remaining increases
through the Transition Cost true-up process and through further
adjustments to the PSCR factor. After September 2007, under the
terms of the PPA, Consumers will only be required to pay the MCV
Partnership capacity and energy charges that the MPSC has author-
ized for recovery from electric customers.

In March 1999, Consumers signed a long-term power sales agree-
ment to resell to PECO Energy Company (PECO) its capacity and energy
purchases under the PPA until September 2007. After a three-year tran-
sition period during which 100 to 150 MW will be sold to PECO,
beginning in 2002, Consumers will sell all 1,240 MW of PPA capacity
and associated energy to PECO. In March 1999, Consumers also filed
an application with the MPSC for accounting and ratemaking approvals
related to the PECO agreement. If used as an offset to electric cus-
tomers’ Transition Cost responsibility, Consumers estimates that there
could be a reduction of as much as $58 million (on a net present value
basis) of Transition Cost related to the MCV PPA. In an order issued in
April 1999, the MPSC conditionally approved the requests for account-
ing and rate-making treatment to the extent that customer rates are not
increased from the current level absent the agreement and as modified
by the order. In response to Consumers’ and other parties’ requests for
clarification and rehearing, in an August 1999 opinion, the MPSC par-
tially granted the relief Consumers requested on rehearing and attached
certain additional conditions to its approval. Those conditions relate to
Consumers’ continued decision to carry out the electricity customer
choice program (which Consumers has affirmed as discussed above)
and a determination to revise its capacity solicitation process (which
Consumers has filed but is awaiting an MPSC decision). The August
opinion is a companion order to a power supply cost reconciliation order
issued on the same date in another case. This order affects the level of
frozen power supply costs recoverable in rates during future years when
the transaction with PECO would be taking place. Consumers filed a
motion for clarification of the order relating to the PECO agreement,
which is still pending. Due to the pending electric industry restructuring
legislation in Michigan and the overall uncertainty that exists concerning
restructuring, Consumers and PECO have entered into an interim
arrangement for the sale of 125 MW of PPA capacity associated energy
to PECO during 2000. Prices in the interim arrangement are identical to
the March 1999 power sales agreement.

Consumers recognized a loss in 1992 for the present value of the
estimated future underrecoveries of power costs under the PPA
based on MPSC recovery orders. At December 31, 1999 and Decem-
ber 31, 1998, the remaining after-tax present value of the estimated
future PPA liability associated with the 1992 loss totaled $78 million
and $110 million, respectively. At December 31, 1999, the undis-
counted after-tax amount associated with this liability totaled 
$142 million. These after-tax cash underrecoveries are based on the
assumption that the MCV Facility would be available to generate
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electricity 91.5 percent of the time over its expected life. Historically
the MCV Facility has operated above the 91.5 percent level. Accord-
ingly, in 1998, Consumers increased its PPA liability by $37 million.
Because the MCV Facility operated above the 91.5 percent level in
1998 and in 1999, Consumers has an accumulated unrecovered
after-tax shortfall of $30 million as of December 31, 1999. Consumers
believes that this shortfall will be resolved in the context of the 
electric restructuring effort. If the MCV Facility generates electricity
at the 91.5 percent level during the next five years, Consumers' after-
tax underrecoveries associated with the PPA would be as follows. 

In Millions

2000 2001 2002 2003 2004

Estimated cash underrecoveries, net of tax $21 $20 $19 $18 $17

If the MCV Facility operates at availability levels above manage-
ment's 91.5 percent estimate made in 1992 for the remainder of the
PPA and expected shortfalls are not resolved in the context of the elec-
tric restructuring effort, Consumers will need to recognize additional
losses for future underrecoveries. In March 1999, Consumers and the
MCV Partnership reached an agreement effective January 1, 1999
that capped availability payments to the MCV Partnership at 98.5
percent. For further discussion on the impact of the frozen PSCR, see
“Electric Restructuring” in this Note. Management is evaluating the
adequacy of the contract loss liability considering actual MCV Facility
operations and any other relevant circumstances.

In February 1998, the MCV Partnership filed a claim of appeal from
the January 1998 and February 1998 MPSC orders in the electric utility
industry restructuring. At the same time, the MCV Partnership filed suit
in the United States District Court seeking a declaration that the MPSC's
failure to provide Consumers and the MCV Partnership a certain source
of recovery of capacity payments after 2007 deprived the MCV Partner-
ship of its rights under the Public Utilities Regulatory Policies Act of
1978. In July 1999, the United States District Court issued an order
granting the MCV Partnership’s motion for summary judgment. The
order permanently prohibits enforcement of the restructuring orders in
any manner which denies any utility the ability to recover amounts paid
to qualifying facilities such as the MCV Facility or which precludes the
MCV Partnership from recovering the avoided cost rate. The MPSC has
appealed the United States District Court order. Consumers cannot pre-
dict the outcome of this litigation. 

Nuclear Matters: In January 1997, the NRC issued its Systematic
Assessment of Licensee Performance report for Palisades. The report
rated all areas as good. The NRC suspended this assessment process
for all licensees in 1998. Until the NRC completes its review of
processes for assessing performance at nuclear power plants, the
NRC uses the Plant Performance Review to provide an assessment of
licensee performance. Palisades received its annual performance
review dated March 26, 1999 in which the NRC stated that the over-
all performance at Palisades was acceptable. 

Palisades' temporary on-site storage pool for spent nuclear fuel is at
capacity. Consequently, Consumers is using NRC-approved steel and con-
crete vaults, commonly known as “dry casks”, for temporary on-site
storage. As of December 31, 1999, Consumers had loaded 18 dry stor-
age casks with spent nuclear fuel at Palisades. In June 1997, the NRC
approved Consumers' process for unloading spent fuel from a cask previ-
ously discovered to have minor weld flaws. Consumers intends to
transfer the spent fuel to a new transportable cask when one is available. 

Consumers maintains insurance against property damage, debris
removal, personal injury liability and other risks that are present at its
nuclear generating facilities. Consumers also maintains coverage for
replacement power costs during prolonged accidental outages at Pal-
isades. Insurance would not cover such costs during the first 12 weeks
of any outage, but would cover most of such costs during the next 52
weeks of the outage, followed by reduced coverage to 80 percent for
110 additional weeks. If certain covered losses occur at its own or
other nuclear plants similarly insured, Consumers could be required to
pay maximum assessments of $15.5 million in any one year to Nuclear
Electric Insurance Limited (NEIL); $88 million per occurrence under the
nuclear liability secondary financial protection program, limited to $10
million per occurrence in any year; and $6 million if nuclear workers
claim bodily injury from radiation exposure. Consumers considers the
possibility of these assessments to be remote.

The NRC requires Consumers to make certain calculations and report
on the continuing ability of the Palisades reactor vessel to withstand
postulated pressurized thermal shock events during its remaining license
life, considering the embrittlement of reactor materials. In December
1996, Consumers received an interim Safety Evaluation Report from the
NRC indicating that the reactor vessel can be safely operated through
2003 before reaching the NRC's screening criteria for reactor embrittle-
ment. Consumers believes that with fuel management designed to
minimize embrittlement, it can operate Palisades to the end of its license
life in the year 2007 without annealing the reactor vessel. Nevertheless,
Consumers will continue to monitor the matter.

Commitments for Coal Supplies: Consumers has entered into coal
supply contracts with various suppliers for its coal-fired generating
stations. Under the terms of these agreements, Consumers is obli-
gated to take physical delivery of the coal and make payment based
upon the contract terms. Consumers’ current contracts have expira-
tion dates that range from 2001 to 2004. Consumers enters into
long-term contracts for approximately 50 to 75 percent of its annual
coal requirements. In 1999, coal purchases totaled $262.5 million of
which $197.2 million (75 percent of the tonnage requirement) was
under long-term contract. Consumers supplements its long-term
contracts with spot-market purchases.

Consumers’ Gas Utility Contingencies
Gas Environmental Matters: Under the Michigan Natural Resources
and Environmental Protection Act, Consumers expects that it will 
ultimately incur investigation and remedial action costs at a number of
sites. These include 23 sites that formerly housed manufactured gas
plant facilities, even those in which it has a partial or no current own-
ership interest. Consumers has completed initial investigations at the
23 sites. On sites where Consumers has received site-wide study plan
approvals, it will continue to implement these plans. It will also work
toward closure of environmental issues at sites as studies are com-
pleted. Consumers has estimated its costs related to further
investigation and remedial action for all 23 sites using the Gas
Research Institute-Manufactured Gas Plant Probabilistic Cost Model.
Using this model, Consumers estimates the costs to be between $66
million and $118 million. These estimates are based on undiscounted
1999 costs. As of December 31, 1999, Consumers has an accrued lia-
bility of $62 million and a regulatory asset of $65 million. Any
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significant change in assumptions, such as remediation techniques,
nature and extent of contamination, and legal and regulatory require-
ments, could affect the estimate of remedial action costs for the sites.
Consumers defers and amortizes, over a period of ten years, environ-
mental clean-up costs above the amount currently being recovered in
rates. Rate recognition of amortization expense cannot begin until
after a prudence review in a future general gas rate case. Consumers
is allowed current recovery of $1 million annually. Consumers has initi-
ated lawsuits against certain insurance companies regarding coverage
for some or all of the costs that it may incur for these sites.

Consumers’ Gas Utility Matters
Gas Restructuring: In December 1997, the MPSC approved Consumers'
application to implement an experimental gas transportation program.
The program will extend over a three-year period, ending March 31, 2001,
eventually allowing 300,000 residential, commercial and industrial retail
gas sales customers to choose an alternative gas commodity supplier in
direct competition with Consumers. The program is voluntary and par-
ticipating natural gas customers are selected on a first-come, first-served
basis, up to a limit of 100,000 per year. As of December 31, 1999,
more than 176,000 customers chose alternative gas suppliers, repre-
senting approximately 42.2 billion cubic feet (bcf) of gas load. Customers
choosing to remain as sales customers of Consumers will not see a rate
change in their natural gas rates. This three-year program: 1) freezes 
gas distribution rates through March 31, 2001, establishing a gas
commodity cost at a fixed rate of $2.84 per thousand cubic feet (mcf);
2) establishes an earnings sharing mechanism with customers if 
Consumers' earnings exceed certain pre-determined levels; and 
3) establishes a gas transportation code of conduct that addresses the
relationship between Consumers and marketers, including its affiliated
marketers. In December 1999, the Court of Appeals affirmed in its
entirety the December 1997 MPSC Order. Petitions for rehearing filed
by several parties were subsequently denied by the Court of Appeals. 

Consumers contracts to purchase gas to limit its risk associated
with gas price increases. Management's intent is to take physical
delivery of the commodity and failure could result in a significant
penalty for nonperformance. At December 31, 1999, Consumers had
an exposure to gas price increases if the ultimate cost of gas was to
exceed $2.84 per mcf for the following volumes: 50 percent of its
2000 requirements; and 50 percent of its first quarter 2001 require-
ments. Additional contract coverage is currently under review. The
gas purchase contracts currently in place were consummated at an
average price of less than $2.84 per mcf. Consumers uses gas pur-
chase contracts to protect against gas price increases in a three-year
experimental gas program where Consumers is recovering from its
customers $2.84 per mcf for gas.

Commitments for Gas Supplies: Consumers contracts to purchase
gas and transportation from various suppliers for its natural gas busi-
ness. These contracts have expiration dates that range from 2000 to
2004. Consumers' 1999 gas requirements totaled 200 bcf at a cost
of $542 million, 80 percent of which was under long-term contracts
for one year or more. As of the end of 1999, Consumers had 50 per-
cent of its 2000 gas requirements under such long-term contracts,
and will supplement them with additional long-term and short-term
contracts and spot-market purchases.

Panhandle Matters
Regulatory Matters: Effective August 1996, Trunkline placed into
effect in Rate Proceeding 96-129 a general rate increase, subject to
refund. On September 16, 1999, Trunkline filed a FERC settlement
agreement to resolve certain issues in this proceeding. This settle-
ment was approved on February 1, 2000 and will require refunds of
approximately $2 million expected to be made in April 2000, with
supplemental refunds expected in July 2000. On January 12, 2000,
the FERC issued an order on the remainder of the rate proceeding
which, if approved without modification, would result in a substantial
reduction to Trunkline’s tariff rates which would impact future rev-
enues and require additional refunds. Trunkline has requested
rehearing of certain matters in this order.

In conjunction with a FERC order issued in September 1997, cer-
tain natural gas producers were required to refund previously collected
Kansas ad-valorem taxes to interstate natural gas pipelines. These
pipelines were ordered to refund these amounts to their customers.
All payments are to be made in compliance with prescribed FERC
requirements. At December 31, 1999, accounts receivable included
$54 million due from natural gas producers, and other current liabili-
ties included $54 million for related obligations. 

Environmental Matters: Panhandle is subject to federal, state and
local regulations regarding air and water quality, hazardous and solid
waste disposal and other environmental matters. Panhandle has iden-
tified environmental contamination at certain sites on its systems and
has undertaken cleanup programs at these sites. The contamination
resulted from the past use of lubricants in compressed air systems
containing PCBs and the prior use of wastewater collection facilities
and other on-site disposal areas. Under the terms of the sale of Pan-
handle to CMS Energy, a subsidiary of Duke Energy is obligated to
complete the Panhandle cleanup programs at certain agreed-upon
sites and to indemnify Panhandle against certain future environmental
litigation and claims. The Illinois EPA included Panhandle and Trunk-
line, together with other non-affiliated parties, in a cleanup of former
waste oil disposal sites in Illinois. Prior to a partial cleanup by the
United States EPA, a preliminary study estimated the cleanup costs at
one of the sites to be between $5 million and $15 million. The state of Illinois
contends that Panhandle’s and Trunkline’s share for the costs of
assessment and remediation of the sites, based on the volume of waste
sent to the facilities, is 17.32 percent. Management believes that the
costs of cleanup, if any, will not have a material adverse impact on
CMS Energy’s financial position, liquidity, or results of operations.

Other Uncertainties
CMS Generation Co. (CMS Generation) Environmental Matters: CMS
Generation does not currently expect to incur significant capital costs
at its power facilities for compliance with current environmental reg-
ulatory standards.

Capital Expenditures: CMS Energy estimates capital expenditures,
including investments in unconsolidated subsidiaries and new lease
commitments, of $1.617 billion for 2000, $1.290 billion for 2001,
and $1.295 billion for 2002. For further information, see Capital
Resources and Liquidity-Capital Expenditures in the Management’s
Discussion and Analysis.
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CMS Marketing, Services and Trading Company (CMS MST) Gas
Supply Contracts: During 1999, CMS MST entered into two sales
arrangements to provide natural gas to various entities over periods
of up to 12 years. These contracts obligate CMS MST to provide 
179 bcf of gas to these entities at predetermined price levels over the
period of the contracts. CMS MST has established a liability for 
these outstanding obligations and hedged its exposures under 
these arrangements.

Other: As of December 31, 1999, CMS Energy and Enterprises
guaranteed up to $517 million in contingent obligations of unconsol-
idated affiliates and related parties.

In addition to the matters disclosed in this Note, Consumers and
certain other subsidiaries of CMS Energy are parties to certain law-
suits and administrative proceedings before various courts and
governmental agencies arising from the ordinary course of business.
These lawsuits and proceedings may involve personal injury, property
damage, contractual matters, environmental issues, federal and state
taxes, rates, licensing and other matters.

CMS Energy has accrued estimated losses for certain contingen-
cies discussed in this Note. Resolution of these contingencies is not
expected to have a material adverse impact on CMS Energy’s finan-
cial position, liquidity, or results of operations.

5: Short-term Financings
CMS Energy utilized $600 million of a bridge loan facility to partially 
fund the acquisition of Panhandle. As of December 31, 1999, CMS
Energy had repaid this entire bridge loan facility.

At February 1, 2000, Consumers had FERC authorization to issue or
guarantee through June 2000, up to $900 million of short-term securi-
ties outstanding at any one time. Consumers also had remaining FERC
authorization to issue through June 2000, up to $275 million and
$365 million of long-term securities with maturities up to 30 years for
refinancing purposes and for general corporate purposes, respectively.

Consumers has an unsecured $300 million credit facility and
unsecured lines of credit aggregating $135 million. These facilities
are available to finance seasonal working capital requirements and
to pay for capital expenditures between long-term financings. At
December 31, 1999, a total of $214 million was outstanding at a
weighted average interest rate of 6.6 percent, compared with 
$215 million outstanding at December 31, 1998, at a weighted
average interest rate of 5.8 percent. In January 1999, Consumers
renegotiated a variable-to-fixed interest rate swap totaling 
$175 million. In September 1999, Consumers entered into two vari-
able-to-fixed interest rate swaps totaling $740 million; this amount
was reduced by $70 million to $670 million by December 31, 1999
and terminated January 31, 2000.

Consumers also has in place a $325 million trade receivables sale
program. At December 31, 1999 and 1998, receivables sold under
the program totaled $325 million and $306 million, respectively.
Accounts receivable and accrued revenue in the Consolidated Bal-
ance Sheets have been reduced to reflect receivables sold.
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6: Long-term Debt
Long-term debt consists of the following:

In Millions

December 31 Maturing/Expiring Interest Rate 1999 1998

First Mortgage Bonds 1999 to 2023 6.4% to 8.9% $ 563 $ 628
Long-Term Bank Debt 2003 5.8%(a) 175 175
Senior Notes:

CMS Energy 2000 to 2009 7.5%(a) 1,610 830
CMS Energy 2011 8.0%(b) 250 –
CMS Energy 2013 8.375%(c) 150 –
Consumers 2008 to 2028 6.5%(a) 1,074 1,075
Panhandle 2004 to 2029 6.9%(a) 1,100 –

Extendible Tenor Rate
Adjusted Securities(d) 2005 7.0%(a) 180 180

Senior Credit Facilities 2000 to 2002 7.5%(a) 444 669
General Term Notes®

Series A to E 2000 to 2009 7.5%(a) 849 625
Pollution Control Revenue Bonds 2000 to 2018 5.1%(a) 131 131
Revolving Line of Credit 2002 7.1%(a) 175 168
Nuclear Fuel Disposal (e) 4.7%(a) 123 117
Bank Loans and Other 2000 to 2014 7.2%(a) 709 410

Principal Amount Outstanding 7,533 5,008
Current Amounts (516) (258)
Net Unamortized Discount (30) (24)

Total Long-Term Debt $6,987 $4,726

(a) Represents the weighted average interest rate at December 31, 1999.
(b) The interest rate may be reset in July 2001. For detailed information, see discussion below.
(c) The interest rate may be reset in July 2003. For detailed information, see discussion below.
(d) May be extended for an additional seven years.
(e) Maturity date uncertain (see Note 4).



The scheduled maturities of long-term debt and improvement fund
obligations are as follows: $516 million in 2000, $88 million in 2001,
$988 million in 2002, $599 million in 2003 and $1.1 billion in 2004.

CMS Energy
CMS Energy’s $725 million senior credit facilities consist of a $600
million three-year revolving credit facility and a five-year $125 million
term loan facility (Senior Credit Facilities). Additionally, CMS Energy
has unsecured lines of credit and letters of credit in an aggregate
amount of $357 million. At December 31, 1999, the total amount
utilized under the Senior Credit Facilities was $484 million, including
$41 million of contingent obligations, and under the unsecured lines
of credit and letters of credit was $139 million. 

In January 1999, CMS Energy received net proceeds of approxi-
mately $473 million from the sale of $480 million of senior notes. In
February 1999, CMS Energy received net proceeds of approximately
$296 million from the sale of $300 million of senior notes. Proceeds
from these offerings were used to repay debt and for general corpo-
rate purposes. 

In June 1999, CMS Energy sold $250 million of 8 percent senior
notes, due July 1, 2011 and $150 million of 8.375 percent senior
notes, due July 1, 2013. The $250 million senior notes and the 
$150 million senior notes are subject to a call option and mandatory
put on July 1, 2001 and July 1, 2003, respectively. The call option
allows the callholder to purchase the notes, at which point the
coupon rate will be reset for the remaining term of the notes. If the
call option is not exercised by the callholder, the notes will be manda-
torily put to CMS Energy at a price equal to 100 percent of the
principal amount. Net proceeds of approximately $404 million, which
includes approximately $9 million for the sale of the call options,
were also used to pay down the remaining portion of the bridge loan
obtained for the acquisition of Panhandle.

Consumers
Consumers issued long-term bank debt of $15 million in February 1999,
maturing in February 2002, at an initial interest rate of 5.3 percent. 

In May 1999, Michigan Gas Storage Company (Michigan Gas
Storage) repaid its $20 million outstanding term loan with Toronto
Dominion Bank.

Consumers secures its First Mortgage Bonds by a mortgage and
lien on substantially all of its property. Consumers' ability to issue and
sell securities is restricted by certain provisions in its First Mortgage
Bond Indenture, its Articles of Incorporation (Articles) and the need
for regulatory approvals to meet appropriate federal law.

In November 1999, $64 million of Consumers’ First Mortgage
Bonds matured and were retired.

Consumers has a total of $131 million of long-term pollution con-
trol revenue bonds outstanding, secured by first mortgage bonds and
insurance policies. These bonds had a weighted average interest rate
of 5.1 percent at December 31, 1999. 

Panhandle
In March 1999, CMS Energy, through its subsidiary CMS Panhandle
Holding Company (CMS Panhandle Holding), received net proceeds
of approximately $789 million from the sale of $800 million of 
senior notes issued by CMS Panhandle Holding. Proceeds from this

offering were used to initially fund the acquisition of Panhandle. On
June 15, 1999 CMS Panhandle Holding merged into Panhandle, at
which point the notes became direct obligations of Panhandle. In
September 1999, Panhandle exchanged the $800 million of notes
originally issued by CMS Panhandle Holding with substantially identi-
cal Security and Exchange Commission (SEC)-registered notes. 

CMS Oil and Gas
In May 1999, CMS Oil and Gas renegotiated a three-year $225 mil-
lion floating rate revolving credit facility which matures in May 2002.
At December 31, 1999, the amount utilized under the credit facility
was $175 million.

7: Capitalization
CMS Energy
The authorized capital stock of CMS Energy consists of 250 million
shares of CMS Energy Common Stock, one of two classes of com-
mon stock of CMS Energy, par value $.01 per share (CMS Energy
Common Stock), 60 million shares of Class G Common Stock, one of
two classes of common stock of CMS Energy, no par value (Class G
Common Stock) and 10 million shares of CMS Energy Preferred
Stock, $.01 par value.

In June 1999, a Delaware statutory business trust established by
CMS Energy privately sold $250 million of Trust Preferred Securities to
an entity organized by Banc of America Securities LLC. The Trust Pre-
ferred Securities pay quarterly distributions at a floating rate. Under the
terms of the Trust Preferred Securities, if the price of the CMS Energy
Common Stock is less than $29 per share, the holders may request
that the Trust Preferred Securities be remarketed to third parties. In
such case, the interest rate and certain other terms of the subordinated
notes could be reset. Net proceeds of approximately $244 million were
used to pay down a portion of the bridge loan obtained for the acqui-
sition of Panhandle. In exchange for these proceeds, CMS Energy sold
subordinated notes to the trust. In connection with this financing, CMS
Energy also agreed to sell $250 million of CMS Energy Common Stock
at prevailing market prices through Banc of America Securities LLC
within 24 months.

In July 1999, 7.25 million units of 8.75 percent Adjustable Con-
vertible Trust Securities were sold by CMS Energy and CMS Energy
Trust II, a Delaware statutory business trust established by CMS
Energy. Each security consists of a Trust Preferred Security of CMS
Energy Trust II maturing in five years and a contract for the purchase
of CMS Energy Common Stock in three years at a conversion pre-
mium up to 28 percent or an effective price of $53 per common
share. Net proceeds from the sale totaled $291 million and were
used to repay portions of various lines of credit and the revolving
credit facility. 

In November 1999, CMS Energy privately placed 125,000 shares
of its Mandatorily Convertible Preferred Stock with CMS Share Trust,
a Delaware statutory business trust established by CMS Energy, in
connection with a $125 million secured debt issuance by an uncon-
solidated subsidiary. The Mandatorily Convertible Preferred Stock 
has a liquidation preference of $1,000 per share and does not pay
dividends while held by the CMS Share Trust. Under certain circum-
stances involving the unconsolidated subsidiary’s and CMS Energy’s
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inability to pay principal and/or interest on the subsidiary’s debt, the
Mandatorily Convertible Preferred Stock may be remarketed to third
parties with the proceeds applied to payment of the subsidiary’s debt.
At the time of remarketing, if any, a market-based dividend rate and
the terms of the conversion into CMS Energy Common Stock would
be established. 

During the second or third quarter of 2000, subject to market
conditions, CMS Energy intends to make an initial public offering of
approximately $600 million of a tracking stock representing 20 per-
cent of the economic interest in its electric and gas utility. The
proceeds of the offering will be used mostly to reduce debt, with the
remaining proceeds to be used for repurchase of up to 10 million
shares of CMS Energy Common Stock from time to time, in open
market or private transactions.

Other: Under its most restrictive borrowing arrangement at Decem-
ber 31, 1999, none of CMS Energy’s consolidated net income was
restricted for payment of common dividends. CMS Energy could pay
$1 billion in common dividends under its most restrictive debt covenant.

Consumers
On April 1, 1999, Consumers redeemed all 8 million outstanding
shares of its $2.08 preferred stock at $25.00 per share for a total of
$200 million.

In October 1999, 7 million shares of 9.25 percent Trust Preferred
Securities were issued and sold through Consumers Energy Company
Financing III, a wholly owned business trust consolidated with 
Consumers. Net proceeds from the sale totaled approximately 
$169 million. Consumers formed the trust for the sole purpose of
issuing the Trust Preferred Securities. Consumers' obligations with
respect to the Trust Preferred Securities under the related tax-
deductible notes, under the indenture through which Consumers
issued the notes, under Consumers' guarantee of the Trust Preferred
Securities, and under the declaration by the trust, taken together,
constitute a full and unconditional guarantee by Consumers of the
trust’s obligations under the Trust Preferred Securities.

Under the provisions of its Articles of Incorporation, Consumers
had $359 million of unrestricted retained earnings available to pay
common dividends at December 31, 1999. In January 2000, Con-
sumers declared and paid a $79 million common dividend.

8: Earnings Per Share and Dividends
On October 25, 1999, CMS Energy exchanged approximately 6.1
million shares of CMS Energy Common Stock for all of the approxi-
mately 8.7 million issued and outstanding shares of Class G
Common Stock in a tax-free exchange for United States federal
income tax purposes. The exchange ratio of .7041 share of CMS
Energy Common Stock for each share of Class G Common Stock
represents the fair market value of CMS Energy Common Stock
equal to 115 percent of the fair market value of one share of Class G
Common Stock. Fair market values of CMS Energy Common Stock
and Class G Common Stock were determined by calculating the
average of the daily closing prices on the New York Stock Exchange
from July 28, 1999 to August 24, 1999. The resulting 15 percent
exchange premium of $28 million resulted in a reallocation of earn-
ings per share between CMS Energy Common Stock and Class G

Common Stock. For the year ended December 31, 1999, CMS
Energy’s basic and diluted earnings per share were reduced $.26 and
$.25, respectively, and Class G’s basic and diluted earnings per share
were increased $3.31, as shown separately in the calculation of earn-
ings per share in the Consolidated Statements of Income. 

Earnings per share attributable to all classes of Common Stock of
CMS Energy and each of its subsidiaries (Common Stock) from January
1, 1999 to October 25, 1999 and for the years ended December 31,
1998 and 1997 reflect the performance of the gas distribution, storage
and transportation business currently conducted by Consumers and
Michigan Gas Storage (Consumers Gas Group). The allocation of earn-
ings attributable to each class of Common Stock and the related
amounts per share are computed by considering the weighted average
number of shares outstanding.

Earnings attributable to the outstanding shares of Class G Com-
mon Stock (Outstanding Shares) are equal to Consumers Gas Group
net income multiplied by a fraction; the numerator is the weighted
average number of Outstanding Shares during the period and the
denominator is the weighted average number of Outstanding Shares
and authorized but unissued shares of Class G Common Stock not
held by holders of the Outstanding Shares during the period. 

Computation of Earnings Per Share (EPS):
In Millions, Except Per Share Amounts

1999 1998(a) 1997

Net Income Applicable to 
Basic and Diluted EPS
Consolidated Net Income $ 277 $285 $244

Net Income Attributable to Common Stocks:
CMS Energy – Basic  $ 241(b) $272 $229
Add conversion of 7.75% Trust

Preferred Securities (net of tax) 9 9 5

CMS Energy – Diluted $ 250(b) $281 $234
Class G:

Basic and Diluted $ 36(b)(c) $  13 $  15

Average Common Shares Outstanding
Applicable to Basic and Diluted EPS

CMS Energy:
Average Shares – Basic 110.1 102.4 96.1
Add conversion of 7.75% Trust 

Preferred Securities 4.3 4.3 2.3
Options – Treasury Shares 0.3 0.5 0.3

Average Shares – Diluted 114.7 107.2 98.7
Class G:

Average Shares Basic and Diluted 8.6(c) 8.3 8.0

Earnings Per Average Common Share
CMS Energy:

Basic $ 2.18(b) $2.65  $2.39
Diluted $ 2.17(b) $2.62 $2.37

Class G:
Basic and Diluted $ 4.21(b)(c) $1.56 $1.84

(a) Includes the cumulative effect of an accounting change in the first quarter of 1998 which increased

net income attributable to CMS Energy Common Stock $43 million ($.40 per share - basic and

diluted) and Class G Common Stock $12 million ($.36 per share - basic and diluted).

(b) Reflects the reallocation of net income and earnings per share as a result of the premium on exchange

of Class G Common Stock. As a result, CMS Energy’s basic and diluted earnings per share were reduced

$.26 and $.25, respectively, and Class G’s basic and diluted earnings per share were increased $3.31.

(c) From January 1, 1999 to October 25, 1999. 

Notes (Continued)
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In February and May 1999, CMS Energy paid dividends of $.33
per share on CMS Energy Common Stock and $.325 per share on
Class G Common Stock. In August 1999, CMS Energy paid dividends
of $.365 per share on CMS Energy Common Stock and $.34 per
share on Class G Common Stock. In November 1999, CMS Energy
paid dividends of $.365 per share on CMS Energy Common Stock.
As a result of the exchange of Class G Common Stock for CMS
Energy Common Stock, no Class G Common Stock dividend was
declared in September. Class G Common Stock shareholders prior to
the exchange received the CMS Energy Common Stock dividend. In
January 2000, the Board of Directors of CMS Energy (Board of Direc-
tors) declared a quarterly dividend of $.365 per share on CMS Energy
Common Stock, which was paid in February 2000. 

CMS Energy will reduce the CMS Energy Common Stock annual
dividend to $.40 per share at the time of a proposed initial public
offering of approximately $600 million of a tracking stock represent-
ing 20 percent of the financial interest in CMS Energy’s electric and
gas utility. The offering is currently expected for issuance during the
second or third quarter of 2000, subject to market conditions.

9: Risk Management Activities and Derivatives Transactions
CMS Energy and its subsidiaries use a variety of derivative instru-
ments (derivatives), including futures contracts, swaps, options and
forward contracts, to manage exposure to fluctuations in commodity
prices, interest rates and foreign exchange rates. To qualify for hedge
accounting, derivatives must meet the following criteria: i) the item
to be hedged exposes the enterprise to price, interest or exchange
rate risk; and ii) the derivative reduces that exposure and is desig-
nated as a hedge. 

Derivative instruments contain credit risk if the counterparties,
including financial institutions and energy marketers, fail to perform
under the agreements. CMS Energy minimizes such risk by perform-
ing financial credit reviews using, among other things, publicly
available credit ratings of such counterparties. Nonperformance by
counterparties is not expected to have a material adverse impact on
CMS Energy’s financial position, liquidity, or results of operations.

Commodity Price Hedges: CMS Energy engages in both energy
trading and non-trading activities as defined by EITF 98-10, Account-
ing for Energy Trading and Risk Management Activities. CMS Energy
accounts for its non-trading commodity price derivatives as hedges
and, as such, defers any changes in market value and gains and
losses resulting from settlements until the hedged transaction is com-
plete. If there was a loss of correlation between the changes in the
market value of the commodity price contracts and the market price
ultimately received for the hedged item, and the impact was mate-
rial, the open commodity price contracts would be marked-to-market
and gains and losses would be recognized in the income statement
currently. Effective January 1, 1999, CMS Energy adopted mark-to-
market accounting for energy trading contracts in accordance with
EITF 98-10. Mark-to-market accounting requires gains and losses
resulting from changes in market prices on contracts entered into for
trading purposes to be reflected in earnings currently. The after-tax
mark-to-market adjustment resulting from the adoption of EITF 98-10
did not have a material effect on CMS Energy’s financial position,
results of operations and cash flows as of December 31, 1999.

Consumers enters into electric option contracts to ensure a reli-
able source of capacity to meet its customers' electricity requirements

and to limit its risk associated with electricity price increases. It is
management's intent to take physical delivery of the commodity.
Consumers continuously evaluates its daily capacity needs and sells
the option contracts, if marketable, when it has excess daily capacity.
Consumers' maximum exposure associated with these options is lim-
ited to premiums paid.

CMS Oil and Gas has one arrangement which is used to fix the
prices that CMS Oil and Gas will pay for gas supplied to the MCV Facil-
ity for the years 2001 through 2006 by purchasing the economic
equivalent of 10,000 million British thermal units (MMBtu) per day at a
fixed price, escalating at 8 percent per year thereafter, starting at $2.82
per MMBtu in 2001. The settlement periods are each a one-year
period ending December 31, 2001 through 2006 on 3.65 million
MMBtu. If the floating price, essentially the then-current Gulf Coast
spot price, for a period is higher than the fixed price, the seller pays
CMS Oil and Gas the difference, and vice versa. 

The contract with the seller provides a calculation of exposure for the
purpose of requiring an exposed party to post a standby letter of credit.
Under this calculation, if a party's exposure at any time exceeds $5 mil-
lion, that party is required to obtain a letter of credit in favor of the other
party for the excess over $5 million and up to $10 million. At Decem-
ber 31, 1999, the terms of this contract reflected no letter of credit by
either party. As of December 31, 1999, the fair value of this contract is
$19 million, representing the amount CMS Oil and Gas would be
required to pay to the counterparty at settlement if settled at this date.

A subsidiary of CMS Gas Transmission uses natural gas futures con-
tracts and CMS Marketing, Services and Trading Company uses natural
gas and oil futures contracts, options and swaps (which require a net
cash payment for the difference between a fixed and variable price).

Interest Rate Hedges: CMS Energy and some of its subsidiaries
enter into interest rate swap agreements to exchange variable rate
interest payment obligations to fixed rate obligations without
exchanging the underlying notional amounts. These agreements con-
vert variable rate debt to fixed rate debt to reduce the impact of
interest rate fluctuations. The notional amounts parallel the underlying
debt levels and are used to measure interest to be paid or received
and do not represent the exposure to credit loss. The notional amount
of CMS Energy's and its subsidiaries' interest rate swaps was $2.9 bil-
lion at December 31, 1999. The difference between the amounts paid
and received under the swaps is accrued and recorded as an adjust-
ment to interest expense over the life of the hedged agreement.

Foreign Exchange Hedges: CMS Energy uses forward exchange
and option contracts to hedge certain receivables, payables, long-term
debt and equity value relating to foreign investments. The purpose of
CMS Energy's foreign currency hedging activities is to protect the
company from the risk that U.S. dollar net cash flows resulting from
sales to foreign customers and purchases from foreign suppliers and
the repayment of non-U.S. dollar borrowings as well as equity
reported on the company’s balance sheet, may be adversely affected
by changes in exchange rates. These contracts do not subject CMS
Energy to risk from exchange rate movements because gains and
losses on such contracts offset losses and gains, respectively, on assets
and liabilities being hedged. The notional amount of the outstanding
foreign exchange contracts was $1.6 billion at December 31, 1999,
which includes $207 million, $435 million and $880 million for Aus-
tralian, Brazilian and Argentine foreign exchange contracts,
respectively. The estimated fair value of the foreign exchange and
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option contracts at December 31, 1999 was $64 million, representing
the amount CMS Energy would pay upon settlement. 

10: Income Taxes
CMS Energy and its subsidiaries file a consolidated federal income tax
return. Income taxes are generally allocated based on each company's
separate taxable income. CMS Energy and Consumers practice full
deferred tax accounting for temporary differences, but federal income
taxes have not been recorded on the undistributed earnings of inter-
national subsidiaries where CMS Energy intends to permanently
reinvest those earnings. Upon distribution, those earnings may be
subject to both U.S. income taxes (adjusted for foreign tax credits or
deductions) and withholding taxes payable to various foreign coun-
tries. It is not practical to estimate the amount of unrecognized
deferred income taxes or withholding taxes on undistributed earnings.

CMS Energy used investment tax credit (ITC) to reduce current
income taxes payable, and amortizes ITC over the life of the related
property. Any alternative minimum tax (AMT) paid generally becomes
a tax credit that CMS Energy can carry-forward indefinitely to reduce
regular tax liabilities in future periods when regular taxes paid exceed
the tax calculated for AMT. The significant components of income tax
expense (benefit) consisted of:

In Millions

Years Ended December 31 1999 1998 1997

Current income taxes
Federal and other $ 40 $ 61 $ 76
State and local 2 5 3
Foreign 12 3 5

54 69 84

Deferred income taxes 
Federal 21 77(a) 41
State 4 – –
Foreign (6) (7) (7)

19 70 34
Deferred ITC, net (9) (16) (10)

$  64 $123 $108

(a) Includes $23 million for 1998 change in property tax accounting.

The principal components of CMS Energy's deferred tax assets 
(liabilities) recognized in the balance sheet are as follows:

In Millions

December 31 1999 1998 

Property $ (606) $ (564)
Unconsolidated investments (208) (288)
Postretirement benefits (128) (139)
Abandoned Midland project (17) (25)
Employee benefit obligations (includes 

postretirement benefits of $140 and $141) 174 182
AMT carryforward 112 134
Power purchases 42 59
Other (34) 4

(665) (637)
Valuation allowances (5) (15)

$ (670) $ (652)

Gross deferred tax liabilities $(1,512) $(1,789)

Gross deferred tax assets 842 1,137

$ (670) $ (652)

The actual income tax expense differs from the amount computed
by applying the statutory federal tax rate of 35% to income before
income taxes as follows:

In Millions

Years Ended December 31 1999 1998 1997

Consolidated net income 
before preferred dividends

Domestic $187 $247 $222
Foreign 96 57 47

283 304 269
Income tax expense 64 123(a) 108

347 427 377
Statutory federal income tax rate x 35% x 35% x 35%

Expected income tax expense 121 149 132
Increase (decrease) in taxes from:

Capitalized overheads 
previously flowed through 5 5 5

Differences in book and tax depreciation 
not previously deferred 19 14 14

Impact of foreign taxes, tax rates and credits 15 (5) 1
Undistributed earnings of 

international subsidiaries (45) (13) (10)
ITC amortization/adjustments (8) (16) (10)
Section 29 Fuel Tax Credits (12) (13) (13)
Valuation allowances, net (10)(b) – –
Reversal of income tax accruals (8) – –
Other, net (13) 2 (11)

$ 64 $123 $108

Effective tax rate 18.4% 28.8% 28.6% 

(a) Includes $23 million for 1998 change in property tax accounting.

(b) Benefit realization of preacquisition carryforwards. 

11: Financial Instruments
The carrying amounts of cash, short-term investments and current
liabilities approximate their fair values due to their short-term nature.
The estimated fair values of long-term investments are based on
quoted market prices or, in the absence of specific market prices, on
quoted market prices of similar investments or other valuation tech-
niques. Judgement may also be required to interpret market data to
develop certain estimates of fair value. Accordingly, the estimates
determined as of December 31, 1999 and 1998 are not necessarily
indicative of the amounts which may be realized in current market
exchanges. The carrying amounts of all long-term investments in
financial instruments, except as shown below, approximate fair value.

Notes (Continued)
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In Millions

Years Ended December 31 1999 1998

Gross Gross
Carrying Fair Unrealized Carrying Fair Unrealized

Cost Value Gain (Loss) Cost Value Gain (Loss)

Long-Term Debt(a) $6,987 $6,722 $(265) $4,726 $4,762 $ 36
Interest Rate Swaps(b) – 6 6 – 15 15
Preferred Stock and

Trust Preferred Securities 1,163 1,042 (121) 631 631 –

Available-for-Sale Securities

Investments $ – $ – $ – $ 82 $ 67 $ (15)
Nuclear Decommissioning 448 602 154 425 557 132
SERP 56 60 4 40 53 13

a) Settlement of long-term-debt is generally not expected until maturity.
b) Amounts shown represent estimated amounts CMS Energy would receive if agreements were settled at current market rates.

In Millions

Years Ended December 31 1999 1998

Gross Gross
Fair Unrealized Fair Unrealized

Trading Securities Value Gain (Loss) Value Gain (Loss)

Investments $ 91 $ 17 $ 6 $ 3

In 1999, CMS Energy transferred $85 million of investment from the available-for-sale category into the trading category, and correspondingly,
reflected $14 million of unrealized gains in consolidated net income for the year ended December 31, 1999.

20% of the aggregate number of shares reserved for award. Any for-
feitures of shares previously awarded will increase the number of
shares available to be awarded under the plan. At December 31,
1999, awards of up to 2,466,524 shares of CMS Energy Common
Stock may be issued. 

Restricted shares of Common Stock are outstanding shares with
full voting and dividend rights. These awards vest over five years at
the rate of 25 percent per year after two years. The restricted shares
are subject to achievement of specified levels of total shareholder
return and are subject to forfeiture if employment terminates before
vesting. If performance objectives are exceeded, the plan provides
additional awards. Restricted shares vest fully if control of CMS
Energy changes, as defined by the plan. At December 31, 1999,
679,232 of the 884,129 shares of restricted CMS Energy Common
Stock outstanding are subject to performance objectives. 

12: Executive Incentive Compensation
Under CMS Energy's Performance Incentive Stock Plan, restricted
shares of Common Stock as well as stock options and stock apprecia-
tion rights relating to Common Stock may be granted to key
employees based on their contributions to the successful manage-
ment of CMS Energy and its subsidiaries. Awards under the plan may
consist of any class of Common Stock. Certain plan awards are sub-
ject to performance-based business criteria. The plan reserves for
award not more than five percent, as amended January 1, 1999, of
Common Stock outstanding on January 1 each year, less (i) the num-
ber of shares of restricted Common Stock awarded and (ii) Common
Stock subject to options granted under the plan during the immedi-
ately preceding four calendar years. The number of shares of
restricted Common Stock awarded under this plan cannot exceed

53CMS Energy Corporation



Under the plan, stock options and stock appreciation rights relating to Common Stock are granted with an exercise price equal to the closing mar-
ket price on each grant date. Some options may be exercised upon grant; others vest over five years at the rate of 25 percent per year after one year.
All options expire up to ten years and one month from date of grant. In 1999, all outstanding Class G Common Stock and options were converted to
CMS Energy Common Stock and options at an exchange rate of .7041 per Class G Common Stock or option held. The original vesting or exercise
period was retained for all converted shares or options. The status of the restricted stock granted to CMS Energy’s key employees under the Perfor-
mance Incentive Stock Plan and options granted under the plan follows:

Restricted
Stock Options 

Number Number Weighted-Average
of Shares of Shares Exercise Price

CMS Energy Common Stock:
Outstanding at January 1, 1997 600,838 1,716,626 $ 26.24

Granted 366,360 431,500 $ 35.91
` Exercised or Issued (159,405) (479,422) $ 26.54

Forfeited (59,582) – –
Expired – (2,987) $ 30.13

Outstanding at December 31, 1997 748,211 1,665,717 $ 28.65
Granted 304,750 376,000 $ 43.38
Exercised or Issued (185,217) (331,925) $ 27.69
Forfeited (6,000) – –

Outstanding at December 31, 1998 861,744 1,709,792 $ 32.07
Granted 284,364 1,137,912 $ 39.23
Converted from Class G 6,060 19,503 $ 32.62 
Exercised or Issued (172,916) (258,267) $ 29.44
Forfeited (95,123) – – 
Expired – (78,900) $ 39.58

Outstanding at December 31, 1999 884,129 2,530,040 $ 35.33

Class G Common Stock:
Outstanding at January 1, 1997 16,347 21,000 $ 17.88

Granted 8,784 12,000 $ 20.24
Exercised or Issued (1,385) (5,000) $ 17.88
Forfeited (3,955) – –

Outstanding at December 31, 1997 19,791 28,000 $ 18.89
Granted 14,720 45,900 $ 24.50
Exercised or Issued (4,021) – –

Outstanding at December 31, 1998 30,490 73,900 $ 22.37
Granted 3,427 – –
Exercised or Issued (7,360) (19,000) $ 18.45
Forfeited (17,949) – –
Expired – (27,200) $ 24.50
Converted to CMS Energy (8,608) (27,700) $ 22.98

Outstanding at December 31, 1999 – – –

The following table summarizes information about stock options outstanding at December 31, 1999:

Number Weighted- Weighted-
Range of of Shares Average Average
Exercise Prices Outstanding Remaining Life Exercise Price

CMS Energy Common Stock:
$17.13 – $35.94 1,151,128 5.61 years $ 29.11 
$37.19 – $41.44 1,020,412 9.55 years $ 39.53 
$41.75 – $44.06 358,500 8.66 years $ 43.34 

$17.13 – $44.06 2,530,040 7.63 years $ 35.33 

Notes (Continued)
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The weighted average fair value of options granted for CMS
Energy Common Stock was $5.93 in 1999, $6.43 in 1998 and $6.38
in 1997. Fair value is estimated using the Black-Scholes model, a
mathematical formula used to value options traded on securities
exchanges, with the following assumptions:

Years Ended December 31 1999 1998 1997

CMS Energy Common Stock Options
Risk-free interest rate 5.65% 5.45% 6.06%
Expected stock-price volatility 16.81% 15.93% 17.43%
Expected dividend rate $.365 $.33 $.30
Expected option life (years) 4.5 4 5

CMS Energy applies Accounting Principles Board Opinion 25 and
related interpretations in accounting for the Performance Incentive
Stock Plan. Since stock options are granted at market price, no com-
pensation cost has been recognized for stock options granted under
the plan. The compensation cost charged against income for
restricted stock was $12 million in 1999, $9 million in 1998 and $6
million in 1997. If compensation cost for stock options had been
determined in accordance with SFAS 123, Accounting for Stock-Based

Compensation, CMS Energy’s consolidated net income and earnings
per share would have been as follows:

In Millions, Except Per Share Amounts

Pro Forma As Reported 
Years Ended December 31 1999 1998 1999 1998

Consolidated Net Income $272 $283 $277 $285
Net Income Attributable

to Common Stocks
CMS Energy 236 270 241 272
Class G 36 13 36 13

Earnings Per Average Common Share
CMS Energy

Basic 2.14 2.64 2.18 2.65
Diluted 2.14 2.61 2.17 2.62

Class G
Basic and Diluted 4.21 1.54 4.21 1.56

13: Retirement Benefits
CMS Energy and its subsidiaries provide retirement benefits under a
number of different plans, including certain health care and life insur-
ance benefits under its postretirement benefit plans other than
pensions for retired employees (OPEB), benefits to certain manage-
ment employees under its Supplemental Executive Retirement Plan
(SERP), and benefits to substantially all its employees under a trusteed,
non-contributory, defined benefit pension plan of Consumers and
CMS Energy (Pension Plan), and a defined contribution 401(k) plan.

Amounts presented below for the Pension Plan include amounts
for employees of CMS Energy and nonutility affiliates which were not
distinguishable from the plan's total assets.
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Weighted-Average Assumptions:
In Millions

Pension & SERP OPEB 

Years Ended December 31 1999 1998 1997 1999 1998 1997

Discount rate 7.75% 7.00% 7.50% 7.75% 7.00% 7.50%
Expected long-term rate of return on plan assets 9.25% 9.25% 9.25% 7.00% 7.00% 7.00%
Rate of compensation increase:

Pension–to age 45 5.25% 5.25% 5.25%
–age 45 to assumed retirement 3.75% 3.75% 3.75%

SERP 5.50% 5.50% 5.50%

Retiree health care costs at December 31, 1999 are based on the assumption that costs would increase 7.0 percent in 2000, then decrease
gradually to 5.5 percent in 2006 and thereafter.

Net Pension Plan, SERP and OPEB costs consist of:
In Millions

Pension & SERP OPEB

Years Ended December 31 1999 1998 1997 1999 1998 1997

Service cost $ 34 $ 27 $ 26 $ 15 $ 11 $ 10
Interest expense 71 64 61 47 43 41
Expected return on plan assets (84) (73) (70) (25) (18) (13)
Amortization of unrecognized transition (asset) (5) (5) (5) – – –
Amortization of prior service cost 4 4 4 – – –
Ad hoc retiree increase 3 – – – – –

Net periodic pension and postretirement benefit cost $ 23 $ 17 $ 16 $ 37 $ 36 $ 38



The health care cost trend rate assumption significantly affects the amounts reported. A one percentage point change in the assumed health
care cost trend assumption would have the following effects:

In Millions

One Percentage One Percentage
Point Increase Point Decrease

Effect on total service and interest cost components $  11 $  (9)
Effect on postretirement benefit obligation $109 $(91) 

The funded status of CMS Energy’s Pension Plan, SERP and OPEB plans is reconciled with the liability recorded at December 31 as follows:

In Millions

Pension Plan SERP OPEB

1999 1998 1999 1998 1999 1998

Benefit obligation, January 1 874 $792 $ 50 $ 41 $ 655 $ 582
Service cost 31 25 3 2 15 11
Interest cost 68 60 4 3 47 43
Plan amendments 4 – – – – –
Business combinations 70 – 3 – 29 –
Actuarial loss (gain) 3 76 (6) 5 21 47
Benefits paid (79) (79) (1) (1) (31) (28)

Benefit obligation, December 31 971 874 53 50 736 655

Plan assets at fair value, January 1 970 882 – – 327 224
Actual return on plan assets 120 167 – – 50 54
Company contribution – – 1 1 55 49
Business combinations 83 – – – – –
Actual benefits paid (79) (79) (1) (1) – –

Plan assets at fair value, December 31 1,094(a) 970(a) – – 432 327

Benefit obligation less than (in excess of) plan assets 123 96 (52) (50) (305) (328)
Unrecognized net (gain) loss from 

experience different than assumed (212) (176) 4 10 (68) (72)
Unrecognized prior service cost 28 31 1 1 – –
Unrecognized net transition (asset) obligation 11 (16) – – – –

Recorded liability (72) $ (65) $(47) $(39) $(373) $(400)

(a) Primarily stocks and bonds, including $108 million in 1999 and $168 million in 1998 of CMS Energy Common Stock.

SERP benefits are paid from a trust established in 1988. SERP is not a qualified plan under the Internal Revenue Code, and as such, earnings
of the trust are taxable and trust assets are included in consolidated assets. At December 31, 1999 and 1998, trust assets were $60 million and
$53 million, respectively, and were classified as other noncurrent assets. The accumulated benefit obligation for SERP was $33 million in 1999
and $31 million in 1998.

Notes (Continued)
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Contributions to the 401(k) plan are invested in CMS Energy
Common Stock. Amounts charged to expense for this plan were $20
million in 1999, $18 million in 1998 and $20 million in 1997. 

Beginning January 1, 1986, the amortization period for the Pen-
sion Plan's unrecognized net transition asset is 16 years and 11 years
for the SERP's unrecognized net transition obligation. Prior service
costs are amortized on a straight-line basis over the average remain-
ing service period of active employees. 

CMS Energy and its subsidiaries adopted SFAS 106, Employers’
Accounting for Postretirement Benefits Other Than Pensions, effec-
tive as of the beginning of 1992 and Consumers recorded a liability
of $466 million for the accumulated transition obligation and a corre-
sponding regulatory asset for anticipated recovery in utility rates (see
Note 2, Utility Regulation). The MPSC authorized recovery of the
electric utility portion of these costs in 1994 over 18 years and the
gas utility portion in 1996 over 16 years. At December 31, 1999,
Consumers had recorded a FERC regulatory asset and liability of 
$5 million. The FERC has authorized recovery of these costs. 

14: Leases
CMS Energy, Consumers, and Enterprises lease various assets, includ-
ing vehicles, rail cars, aircraft, construction equipment, computer
equipment, nuclear fuel and buildings. Consumers' nuclear fuel capi-
tal leasing arrangement expires in November 2001, yet provides for
additional one-year extensions upon mutual agreement by the par-
ties. Upon termination of the lease, the lessor would be entitled to a
cash payment equal to its remaining investment, which was $58 mil-
lion as of December 31, 1999. Consumers is responsible for payment
of taxes, maintenance, operating costs, and insurance.

Minimum rental commitments under CMS Energy’s non-cance-
lable leases at December 31, 1999 were:

In Millions

Capital Operating
Leases Leases

2000 $ 47 $ 35
2001 58 30
2002 19 25
2003 15 18
2004 11 15
2005 and thereafter 10 69

Total minimum lease payments $160 $192

Less imputed interest 35

Present value of net minimum lease payments 125
Less current portion 36

Noncurrent portion $ 89

Consumers recovers lease charges from customers and accord-
ingly charges payments for its capital and operating leases to
operating expense. Operating lease charges, including charges to
clearing and other accounts for the years ended December 31, 1999,
1998 and 1997, were $35 million, $19 million, and $10 million,
respectively.

Capital lease expenses for the years ended December 31, 1999,
1998 and 1997 were $42 million, $42 million and $43 million,
respectively. Included in these amounts for the years ended 1999,
1998 and 1997 are nuclear fuel lease expenses of $23 million, $23
million and $31 million, respectively.

15: Jointly Owned Utility Facilities
Consumers is responsible for providing its share of financing for the
jointly owned utility facilities. Consumers includes in operating expenses
the direct expenses of the joint plants. The following table indicates the
extent of Consumers' investment in jointly owned utility facilities:

In Millions

Net Accumulated
Investment Depreciation

December 31 1999 1998 1999 1998

Campbell Unit 3 – 93.3 percent $284 $299 $295 $279
Ludington – 51 percent 104 106 100 94
Transmission lines – various 32 33 16 15

16: Reportable Segments
CMS Energy operates principally in the following six reportable seg-
ments: electric utility; gas utility; independent power production; oil
and gas exploration and production; natural gas transmission, stor-
age and processing; and energy marketing, services and trading. 

The electric utility segment consists of regulated activities associ-
ated with the generation, transmission and distribution of electricity
in the state of Michigan. The gas utility segment consists of regulated
activities associated with the transportation, storage and distribution
of natural gas in the state of Michigan. The other reportable seg-
ments consist of the development and management of electric, gas
and other energy-related projects in the United States and interna-
tionally, including energy trading and marketing. CMS Energy’s
reportable segments are strategic business units organized and man-
aged by the nature of the products and services each provides. The
accounting policies of each reportable segment are the same as
those described in the summary of significant accounting policies.
CMS Energy’s management evaluates performance based on pretax
operating income. Intersegment sales and transfers are accounted for
at current market prices and are eliminated in consolidated pretax
operating income by segment. 

The Consolidated Statements of Income show operating revenue
and pretax operating income by reportable segment. Revenues from
an international energy distribution business and a land development
business fall below the quantitative thresholds for reporting. Neither
of these segments has ever met any of the quantitative thresholds for
determining reportable segments. Amounts shown for the natural
gas transmission, storage and processing segment include Panhandle,
which was acquired in March 1999. Other financial data for
reportable segments and geographic area are as follows:

57CMS Energy Corporation



Reportable Segments
In Millions

Years Ended December 31 1999 1998 1997

Depreciation, Depletion and Amortization
Electric utility $ 315 $ 304 $ 296
Gas utility 107 97 93
Natural gas transmission, 

storage and processing 68 14 14
Independent power production 35 22 13
Oil and gas exploration and production 44 38 48
Marketing, services and trading 3 2 1
Other 23 7 2

$ 595 $ 484 $ 467

Identifiable Assets
Electric utility(a) $ 4,675 $ 4,640 $4,472
Gas utility(a) 1,731 1,726 1,644
Natural gas transmission, 

storage and processing 3,526 971 508
Independent power production 3,076 2,252 1,710
Oil and gas exploration and production 659 547 456
Marketing, services and trading 367 152 191
Other 1,428 1,022 527

$15,462 $11,310 $9,508

Capital Expenditures(b)

Electric utility $ 385 $ 331 $ 255
Gas utility 120 114 116
Natural gas transmission, 

storage and processing 2,216 573 115
Independent power production 392 462 704
Oil and gas exploration and production 151 143 99
Marketing, services and trading 42 1 28
Other 99 76 202

$ 3,405 $ 1,700 $1,519

Investments in Equity Method Investees
Natural gas transmission, 

storage and processing $ 369 $ 494 $ 241
Independent power production 1,437 1,337 1,205
Marketing, services and trading 27 25 26
Other 163 217 274

$ 1,996 $ 2,073 $1,746

Earnings from Equity Method Investees(c)

Natural gas transmission, 
storage and processing $ 20 $ 9 $ 4 

Independent power production 119 158 89
Marketing, services and trading 3 2 2
Other (4) 2 8

$ 138 $ 171 $ 103

Geographic Areas(d)

In Millions

Pretax
Operating Operating Identifiable

Revenue Income Assets

1999
United States $5,573 $794 $11,936
International 530 118 3,526

1998
United States $4,867 $702 $ 8,842
International 274 73 2,468

1997
United States $4,576 $665 $ 7,872
International 205 51 1,636

(a) Amounts include an attributed portion of Consumers' other common assets to both the electric and

gas utility businesses.

(b) Includes electric restructuring implementation plan, capital leases for nuclear fuel and other assets

and electric DSM costs. Amounts also include an attributed portion of Consumers' capital expendi-

tures for plant and equipment common to both the electric and gas utility businesses.

(c) These amounts are included in operating revenue in the Consolidated Statements of Income. 

(d) Revenues are attributed to countries based on location of customers.

17: Supplemental Cash Flow Information
For purposes of the Consolidated Statements of Cash Flows, all
highly liquid investments with an original maturity of three months or
less are considered cash equivalents. Other cash flow activities and
noncash investing and financing activities were:

In Millions

Years Ended December 31 1999 1998 1997

Cash Transactions
Interest paid (net of amounts capitalized) $424 $ 313 $ 293
Income taxes paid (net of refunds) 59 64 67 

Noncash Transactions
Nuclear fuel placed under capital leases $    6 $   46 $     4
Other assets placed under capital leases 14 14 7
Common stock issued to retire Class G 

Common Stock 217 – –
Common stock issued to acquire companies – 61 –
Assumption of debt 305 88 –

Changes in other assets and liabilities as shown on the Consolidated
Statements of Cash Flows are described below:

In Millions

Years Ended December 31 1999 1998 1997

Sale of receivables, net $   19 $ (29) $ 17
Accounts receivable (293) (183) (160)
Accrued revenue 42 (5) 64
Inventories (7) (42) (15)
Accounts payable 172 104 67
Accrued refunds – (1) 4 
Other current assets and liabilities, net 124 126 (6)
Noncurrent deferred amounts, net (44) (150) (15)

$   13 $(180) $ (44)

Notes (Continued)
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18: Equity Method Investments
Certain of CMS Energy’s investments in companies, partnerships and
joint ventures, where CMS Energy’s ownership in its affiliates is more
than 20 percent but less than a majority, are accounted for by the
equity method. Consolidated net income includes undistributed equity
earnings of $45 million in 1999, $95 million in 1998, and $58 million
in 1997 from these investments. The more significant of these invest-
ments are CMS Energy’s 50 percent interest in Loy Yang, a 2,000 MW
brown coal-fueled power plant and coal mine in Australia, and CMS
Energy’s 50 percent interest in Jorf Lasfar, a 1,356 MW coal-fueled
power plant in Africa. Summarized combined financial information of
CMS Energy’s equity method investees follows, except for the MCV
Partnership, which is disclosed separately in Note 19.

Income Statement Data (Unaudited)
In Millions

Years Ended December 31 1999 1998 1997

Operating revenue $3,055 $2,255 $1,603
Operating expenses 2,186 1,503 1,154

Operating income 869 752 449
Other expense, net 558 409 271

Net income $ 311 $ 343 $ 178

Balance Sheet Data (Unaudited)
In Millions

December 31 1999 1998

Assets
Current assets $ 1,006 $ 646
Property, plant and equipment, net 7,581 6,783
Other assets 3,432 2,694

$12,019 $10,123

Liabilities and Equity 
Current liabilities $ 971 $ 804
Long-term debt and other 

noncurrent liabilities 7,885 6,341
Equity 3,163 2,978

$12,019 $10,123

19: Summarized Financial Information of Significant
Related Energy Supplier

Under the PPA with the MCV Partnership discussed in Note 4, Con-
sumers' 1999 obligation to purchase electric capacity from the
MCV Partnership provided 15.5 percent of Consumers' owned and
contracted electric generating capacity. Summarized financial infor-
mation of the MCV Partnership follows:

Statements of Income (Unaudited)
In Millions

Years Ended December 31 1999 1998 1997

Operating revenue(a) $617 $627 $652
Operating expenses 401 405 435

Operating income 216 222 217
Other expense, net 136 142 154

Net income before cumulative 
effect of accounting change 80 80 63

Cumulative effect of change in 
method of accounting for property tax – – 15

Net income $ 80 $ 80 $ 78

Balance Sheets (Unaudited)
In Millions

December 31 1999 1998

Assets
Current assets(b) $ 397 $   341
Plant, net 1,732 1,773
Other assets 170 173

$2,299 $2,287

Liabilities and Equity
Current liabilities $   275 $   204
Noncurrent liabilities(c) 1,586 1,725
Partners' equity(d) 438 358

$2,299 $2,287

(a) Revenue from Consumers totaled $586 million, $584 million and $609 million for 1999, 1998, and

1997, respectively.

(b) Receivables from Consumers totaled $49, each year, at December 31, 1999 and 1998.

(c) FMLP is the sole beneficiary of an owner trust that is the lessor in a long-term direct finance lease with

the lessee, MCV Partnership. CMS Holdings holds a 46.4 percent ownership interest in FMLP. At Decem-

ber 31, 1999 and 1998, lease obligations of $1.36 billion and $1.41 billion, respectively, were owed to

the owner trust. CMS Holdings' share of the interest and principal portion for the 1999 lease payments

was $55 million and $23 million, respectively, and for the 1998 lease payments was $59 million and $49

million, respectively. The lease payments service $854 million and $907 million in non-recourse debt out-

standing as of December 31, 1999 and 1998, respectively, of the owner-trust. FMLP's debt is secured by

the MCV Partnership's lease obligations, assets, and operating revenues. For 1999 and 1998, the owner-

trust made debt payments (including interest) of $167 million and $233 million, respectively. FMLP’s

earnings for 1999, 1998, and 1997 were $24 million, $23 million, and $20 million, respectively.

(d) CMS Midland's recorded investment in the MCV Partnership includes capitalized interest, which is being

amortized to expense over the life of its investment in the MCV Partnership. Covenants contained in

financing agreements prohibit the MCV Partnership from paying distributions until certain financial test

requirements are met. Consumers does not anticipate receiving a cash distribution in the near future.
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To CMS Energy Corporation:
We have audited the accompanying consolidated balance sheets 
and consolidated statements of preferred stock of CMS ENERGY
CORPORATION (a Michigan corporation) and subsidiaries as of
December 31, 1999 and 1998, and the related consolidated state-
ments of income, common stockholders’ equity and cash flows for
each of the three years in the period ended December 31, 1999.
These financial statements are the responsibility of the Company's
management.  Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with generally accepted
auditing standards.  Those standards require that we plan and per-
form the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.  An audit
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements.  An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation.  We believe that our audits provide a reason-
able basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of CMS Energy
Corporation and subsidiaries as of December 31, 1999 and 1998,
and the results of their operations and their cash flows for each of
the three years in the period ended December 31, 1999 in conform-
ity with generally accepted accounting principles.

As explained in Note 2 to the financial statements, effective 
January 1, 1998, Consumers Energy Company, a wholly owned 
subsidiary of CMS Energy Corporation, changed its method of
accounting for property taxes.

Arthur Andersen LLP

Detroit, Michigan,
February 4, 2000.

Report of Independent Public Accountants
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Quarterly Financial and Common Stock Information

In Millions, Except Per Share Amounts

1999 (Unaudited) 1998 (Unaudited)
Quarters Ended March 31 June 30 Sept. 30 Dec. 31 March 31 June 30 Sept. 30 Dec. 31

Operating revenue (a) $1,538 $1,331 $1,466 $1,768 $1,374 $1,132 $1,286 $1,349 
Pretax operating income $ 245 $ 232 $ 271 $ 164 $ 197 $ 188 $ 222 $ 168 
Consolidated net income $ 98 $ 75 $ 83 $ 21 $ 88 $ 65 $ 81 $ 51 
Basic earnings (loss) per

average common share (b):
CMS Energy $ 0.82 $ 0.68 $ 0.79 $ (0.08)(c) $ 0.79 $ 0.63 $ 0.81 $ 0.44 
Class G $ 1.19 $ 0.10 $ (0.38) $ 3.31 (c) $ 1.09 $ 0.12 $ (0.16) $ 0.52 

Diluted earnings (loss) per
average common share (b):

CMS Energy $ 0.80 $ 0.67 $ 0.78 $ (0.08)(c) $ 0.77 $ 0.62 $ 0.80 $ 0.44 
Class G $ 1.19 $ 0.10 $ (0.38) $ 3.31 (c) $ 1.09 $ 0.12 $ (0.16) $ 0.52 

Dividends declared per 
common share:

CMS Energy $ 0.33 $ 0.33 $ 0.37 $ 0.37 $ 0.30 $ 0.30 $ 0.33 $ 0.33 
Class G $ 0.33 $ 0.33 $ 0.34 N/A $ 0.31 $ 0.31 $ 0.33 $ 0.33 

Common stock prices (d)

CMS Energy:
High $ 487⁄16 $ 471⁄16 $ 4115⁄16 $ 381⁄16 $ 475⁄16 $ 473⁄16 $ 443⁄4 $ 501⁄8
Low $ 399⁄16 $ 391⁄4 $ 335⁄8 $ 305⁄16 $ 417⁄8 $ 4011⁄16 $ 383⁄4 $ 433⁄16

Class G:
High $ 26 $ 253⁄8 $ 267⁄8 $ 2415⁄16(e) $ 265⁄8 $ 267⁄8 $ 251⁄4 $ 261⁄2
Low $ 201⁄8 $ 201⁄2 $ 223⁄8 $ 221⁄4 (e) $ 221⁄4 $ 231⁄4 $ 213⁄8 $ 231⁄8

(a) Amounts in the second and third quarter of 1999 were restated for comparative purposes.
(b) The sum of the quarters may not equal the annual earnings per share due to changes in shares outstanding.
(c) Includes allocation of the premium on redemption of Class G Common Stock of $(.26) per CMS Energy basic share, $(.25) per CMS Energy 

diluted share and $3.31 per Class G basic and diluted share.
(d) Based on New York Stock Exchange - Composite transactions.
(e) Through October 25, 1999.

61CMS Energy Corporation



Selected Financial Information

1999 1998 1997 1996 1995

Operating revenue (in millions) ($) 6,103 5,141 4,781 4,324 3,890
Consolidated net income (in millions) ($) 277 285 244 224 195
Average common shares outstanding (in thousands)

CMS Energy 110,140 102,446 96,144 92,462 88,810
Class G – 8,333 8,015 7,727 7,511

Earnings per average common share 
CMS Energy – Basic ($) 2.18(a) 2.65 2.39 2.27 2.16

– Diluted ($) 2.17(a) 2.62 2.37 2.26 2.16
Class G – Basic and Diluted ($) 4.21(a) 1.56 1.84 1.82 0.38

Cash from operations (in millions) ($) 917 516 624 647 640
Capital expenditures, excluding acquisitions, capital 

lease additions and DSM (in millions) ($) 1,124 1,295 678 643 508
Total assets (in millions) ($) 15,462 11,310 9,508 8,363 7,909
Long-term debt, excluding current maturities (in millions) ($) 6,987 4,726 3,272 2,842 2,906
Non-current portion of capital leases (in millions) ($) 88 105 75 103 106
Total preferred stock (in millions) ($) 44 238 238 356 356
Total Trust Preferred Securities (in millions) ($) 1,119 393 393 100 –
Cash dividends declared per common share

CMS Energy ($) 1.39 1.26 1.14 1.02 0.90
Class G ($) 0.99 1.27 1.21 1.15 0.56

Market price of common stock at year-end
CMS Energy ($) 313⁄16 487⁄16 441⁄16 335⁄8 297⁄8
Class G ($) 249⁄16(b) 251⁄4 271⁄8 183⁄8 187⁄8

Book value per common share at year-end
CMS Energy ($) 21.17 19.61 16.84 15.24 13.51
Class G ($) – 11.46 10.91 11.38 10.60

Return on average common equity (%) 11.8 14.2 14.7 15.7 17.1
Return on assets (%) 5.2 5.5 5.6 5.4 5.2
Number of employees at year-end (full-time equivalents) 11,462 9,710 9,682 9,712 10,105

Electric Utility Statistics
Sales (billions of kWh) 41.0 40.0 37.9 37.1 35.5
Customers (in thousands) 1,665 1,640 1,617 1,594 1,570
Average sales rate per kWh (¢) 6.54 6.50 6.57 6.55 6.36

Gas Utility Statistics
Sales and transportation deliveries (bcf) 389 360 420 448 404
Customers (in thousands)(c) 1,584 1,558 1,533 1,504 1,476
Average sales rate per mcf ($) 4.52 4.56 4.44 4.45 4.42

International Diversified Energy Statistics
CMS Energy’s share of unconsolidated revenue (in millions)

Independent power production ($) 802 761 621 493 497
Natural gas transmission, storage and processing ($) 130 67 51 42 26
Marketing, services and trading ($) 524 291 202 – –

Independent power production sales (millions of kWh) 20,472 19,017 13,126 7,823 7,422
Gas pipeline throughput (bcf) 1,131 253 226 177 79
Gas managed and marketed for end users (bcf) 470 366 243 108 101
Electric power marketed (millions of kWh) 3,709 6,973 900 – –

Exploration and Production Statistics
Sales (net equiv. MMbbls) 12.1 12.1 11.4 10.1 9.0
Proved reserves (net equiv. MMbbls) 248.2 182.6 152.0 133.5 124.5
Proved reserves added (net equiv. MMbbls)(d) 77.7 42.7 29.9 19.1 25.6
Finding cost per net equiv. barrel ($) 1.94 3.35 2.38 2.94 5.06

(a) 1999 earnings per average common share includes allocation of the premium on redemption of Class G Common Stock of $(.26) per CMS Energy basic share, $(.25) per CMS Energy
diluted share and $3.31 per Class G basic and diluted share.

(b) Reflects closing price at the October 25, 1999 exchange date.
(c) Excludes off-system transportation customers.
(d) Certain prior year amounts were restated for comparative purposes.
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International Affairs

Thomas J. Palmisano
Site Vice President, 
Palisades

John G. Russell
Vice President, Electric
Transmission and Distribution

CMS Enterprises

William T. McCormick Jr.
Chairman of the Board

Victor J. Fryling
President and 
Chief Executive Officer

Doris F. Galvin
Senior Vice President, 
Global Development 

Kenneth C. Emery
Vice President and
Chief Information Officer

Belinda Foxworth
Vice President and
General Counsel

David B. Geyer
Vice President, 
Risk Management

Prateep Ghose
Vice President,
Asset Performance

M. Clifford Lawrenson
Vice President,
Project Finance

Theodore J. Vogel
Vice President, 
Taxes and Tax Counsel

CMS Oil and Gas

Victor J. Fryling
Chairman of the Board

Bradley W. Fischer
President and 
Chief Executive Officer

William H. Stephens III
Executive Vice President,
General Counsel and Secretary

Paul A. Doyle
Vice President, Operations

W. Kenneth Keag
Vice President, Africa

Robert C. Olson
Vice President, 
Exploration

Mark E. Stirl
Vice President and 
Controller

CMS Generation

Victor J. Fryling
Chairman of the Board

Rodney E. Boulanger
President and Chief
Executive Officer

Thomas W. Elward
Senior Vice President, 
Operations and Asset Management 

Narendra K. Bhatia
Vice President, Engineering
and Construction

CMS Gas Transmission and Storage

William T. McCormick Jr.
Chairman of the Board

William J. Haener
President and 
Chief Executive Officer

Christopher A. Helms
Vice President, and President 
and Chief Operating Officer,
CMS Panhandle Companies

David C. Presley
Vice President, and
President, CMS Field Services

John D. Kobasa
Vice President, 
Engineering, Operations 
and Construction

Sharon A. Mc Ilnay
Vice President and
General Counsel

Thomas L. Miller
Vice President, 
Business Analysis

CMS Marketing, Services 
and Trading

Victor J. Fryling
Chairman of the Board

Tamela W. Pallas
President and 
Chief Operating Officer

Royal P. Lefere Jr.
Vice President, 
Retail Energy Services

CMS Electric and Gas

Victor J. Fryling
Chairman of the Board

Frank Johnson
Vice President, 
International Electric and 
Gas Distribution

International Offices

Singapore — Asia

Brian J. Corbin
Vice President, 
Development

Dearborn — 
The Americas —
Northern Hemisphere

William S. Garrett Jr.
Vice President,
Development

Karl R. Wittbold
Vice President

London — 
Africa/Middle East

Joseph P. Tomasik
Vice President,
Development

Buenos Aires — 
The Americas —
Southern Hemisphere

Francisco A. Mezzadri
Regional General Manager 

John M. McLaughlin Jr.
Vice President,
Development

Officers
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Stock Ownership

2000 Annual Meeting:
CMS Energy’s 2000 annual meeting is scheduled for
10:30 a.m. on May 26 at the Dearborn Inn, Dearborn,
Michigan. Proxy material will be mailed in April.

Registered Shareholders:
As of February 15, 2000, the number of registered share-
holders totaled 68,110 for CMS Energy Common Stock.

Shareholder Contacts:
Inquiries about stock ownership, stock purchase, change
of address, dividend payments, dividend reinvestment 
or the Stock Purchase Plan may be directed to: 
Investor Services Department
212 W. Michigan Ave.
Jackson, MI 49201
(517) 788-1868, or send an E-mail to: 
invest@cmsenergy.com

Financial and Operating Information:
Investor Relations Department
(517) 788-2590 
212 W. Michigan Ave.
Jackson, MI 49201

Obtaining Reports:
Shareholders may obtain without charge and exclusive
of exhibits: CMS Energy’s Form 10-K and an audio
recording of the annual report text. Please address all
requests to the Investor Services Department.

Stock Exchange Listing:
CMS Energy Common Stock is listed on the New York
Stock Exchange under the symbol CMS.

Transfer Agent, Registrar and Paying Agent:
Investor Services Department
212 W. Michigan Ave.
Jackson, Michigan 49201

" Purchase common stock directly
from CMS Energy with no broker-
age commission or service charge.

" Through automatic monthly deduc-
tion from your bank account, you
can grow your CMS investment
with no brokerage charges.

" Reinvest your dividends to purchase
additional shares of common stock
(with no commission). Or have your 
dividends deposited directly into your
checking or savings account, putting
your money to work immediately
and saving you a trip to the bank.

Interested? If so, use the Internet;
• Click on “Invest in CMS” at

www.cmsenergy.com
• Call Investor Services at 

(517) 788-1868

As a CMS Energy shareholder, you
can choose either direct stock own-
ership or indirect stock ownership.
With direct stock ownership, shares
are registered in your name; you
can purchase additional shares
directly from the company with no
commissions or service charge; you
enjoy the benefits of direct com-
munication with CMS Energy; and
you can participate in the CMS
Energy stock purchase plan. With
indirect stock ownership, your
shares are held in “street name” by
a broker, and your dividend pay-
ments come through a broker
rather than directly from CMS
Energy. For more information on
direct and indirect ownership,
please contact Investor Services for
a copy of the brochure, “Stock
Ownership: What Every Investor
Should Know.”
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World Headquarters

Fairlane Plaza South
Suite 1100
330 Town Center Drive
Dearborn, MI 48126

Principal Offices

Abu Dhabi, United Arab Emirates
Bioko, Equatorial Guinea
Buenos Aires, Argentina
Casablanca, Morocco
Chennai, India
Houston, Texas
Jackson, Michigan
London, England
Rio de Janeiro, Brazil
Santiago, Chile
Singapore
Tulsa, Oklahoma
Washington, DC

Follow CMS Energy on the Internet:

www.cmsenergy.com


