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PART T

Reason for Amendment:

This Annual Report on Form 10-K/A is being filed as Amendment No. 1 to the
Registrant's Annual Report on Form 10-K for the fiscal year ended December 31,
2001 to correct a typographical error in the "Credit Risk" section of Item 7 of
the Management Discussion and Analysis and the risk factor titled "Our credit
ratings have been reduced by Moody's; this and any other reductions in ratings

could materially adversely affect our financial condition." The information in
our original 10-K filed on March 11, 2002, stated that "S&P affirmed its
investment grade credit rating of BBB+ for us and our affiliates." This has been
corrected to say "S&P affirmed its investment grade credit rating of BBB- for us
and our affiliates." This is the only change to our 10-K filed earlier today.
Item 1. Business

OVERVIEW

We are a leading global competitive energy company. We deliver wvalue by
integrating an extensive portfolio of power and natural gas assets with risk
management and marketing expertise. We have facilities in North America, the
Caribbean, Europe and Asia and operate one of the world's largest integrated
asset management and energy marketing organizations from our headquarters in
Atlanta. As of December 31, 2001, we owned or controlled more than 22,000 MW of
electric generating capacity around the world, with approximately 6,800 MW under
development. We consider a project under development when we have contracted to
purchase machinery for the project, we own or control the project site and are
in the permitting process. These projects may or may not have received all of
the necessary permits and approvals to begin construction. We cannot provide
assurance that projects under development will be completed. In North America,
we also control access to approximately 3.9 billion cubic feet per day of
natural gas production, more than 6.4 billion cubic feet per day of natural gas
transportation and approximately 60 billion cubic feet of natural gas storage.

Through our business development offices, we monitor United States and
international economies and energy markets to identify and capitalize on
business opportunities. Through construction and acquisition, we have built a
portfolio of power plants, electric distribution companies and electric
utilities, giving us a net ownership and leasehold interest of over 19,600 MW of
electric generating capacity around the world, and control of over 2,400 MW of
additional generating capacity through management contracts. Our business also
includes managing risks associated with market price fluctuations of energy and
energy-linked commodities for us and our customers. We use our risk management
capabilities to optimize the value of our generating and gas assets and offer
risk management services to others. We also own fully integrated electric
utilities with generation, transmission and distribution capabilities as well as
electricity distribution companies.

We were incorporated in Delaware on April 20, 1993.
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The Power and Gas Markets

Historically, the power generation industry has been characterized by
electric utility monopolies selling to a franchised customer base. In response
to increasing customer demand for access to low-cost electricity and enhanced
services, new regulatory initiatives have been and are continuing to be adopted,
primarily to increase wholesale competition in the power industry. As a result
of the recent energy crisis in California, some states have either discontinued
or delayed implementation of initiatives involving retail deregulation. In
deregulating markets, industry trends and regulatory initiatives are
transforming existing franchise customer markets, which are characterized by
vertically integrated, price-regulated utilities, into markets in which
generators compete with each other for their principal customers (wholesale
power suppliers and major end-users) on the basis of price, service quality and
other factors. The NERC anticipates that near-term electricity demand will grow
by 63,800 MW in the periods from 2001-2005 (Reliability Assessment 2001-2010:
The Reliability of Bulk Electric Systems in North America).

During the late 1980s and early 1990s, deregulation of the natural gas
markets created a robust competitive wholesale gas market. Gas demand is
expected to grow from 23 trillion cubic feet per year in 2000 to 30 trillion
cubic feet per year by 2010. The majority of this growth is being driven by the
electric generation market. The competitive electric generation market favors
low—-cost generation technologies such as natural gas-fired combustion turbines
or combined-cycle plants to serve growing electricity demand and to replace
older, less-efficient units. Additionally, natural gas continues to be the most
cost-effective fuel source to meet increasingly stringent clean air
requirements. Currently, 16% of United States power generation is fueled by
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natural gas. Cambridge Energy Research Associates estimates that 90% of proposed
power generation development over the next four years in North America is
expected to use natural gas as its primary energy source. While it is unlikely
that all of the proposed additions will actually enter commercial service as
scheduled, it does appear likely that natural gas demand driven by power
generation will be significant. Consequently, the natural gas and power
commodity markets are converging. The converging power and gas markets could
create significant arbitrage opportunities for us as a marketer of natural gas
and power and an owner and controller of significant gas and power assets.

We view our gas and power marketing and risk management and power
generation businesses as an integrated unit. As the natural gas and power
markets continue to deregulate, unbundle and converge, we believe that our
marketing experience, risk management capabilities and products and control of
selected assets in both commodities potentially afford us a wide range of value
creation opportunities which could benefit both us and our customers. The
ongoing restructuring of the power industry should continue to transform
traditional vertically integrated, price-regulated markets into more competitive
and more volatile markets. This transformation requires that generators and
their principal customers manage the risks associated with producing and
delivering energy commodities. As such, this transformation of the energy
markets could have the effect of creating opportunities for us to market energy
commodities and provide services to manage these risks. We believe the move
towards competitive marketplaces will increase in the United States and abroad,
potentially providing additional opportunities for us to grow our risk
management business.

Outside of the United States, we expect the demand for electricity to grow
rapidly. In order to satisfy this anticipated increase in demand, some countries
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have adopted government programs designed to encourage private investment in
power plants. In addition, some governments in more developed economies continue
to privatize their utilities, having realized that their energy assets can be
sold to raise capital without impairing system reliability. We expect these
countries to develop regulatory structures to encourage competition in the
electricity sector. We believe that these market trends will continue to create
opportunities to acquire and develop power generation plants outside the United
States.

Competition

As a global competitive energy company, we face intense competition in all
phases of our business, both in the United States and in international markets.
We encounter competition from companies of all sizes, having varying levels of
experience, financial and human resources and differing strategies. In the power
generation markets, we compete in the development and operation of
energy-producing projects, and our competitors in this business include various
utilities, industrial companies and independent power producers (including
affiliates of utilities). In our energy marketing and risk management
operations, we compete with international, national and regional full service
energy providers, merchants, producers and pipelines in our ability to aggregate
competitively priced supplies from a variety of sources and locations and to
utilize efficient transmission or transportation.

The following summarizes our competitive position in several of our key
markets:

o North America: We were ranked as the fifth and sixth-largest
competitive power company in July 2001 and July 2000, respectively,
according to the Platts "Global Power Report." In addition, for the
fourth quarter of 2001, our marketing and risk management operations
were ranked by Power Markets Weekly as the fifth-largest North American
power marketer and by Gas Daily as the largest North American gas
marketer.

o Asia-Pacific: As of July 2001, we are one of the largest
private power companies and we were the second-largest United States
developer, as measured by MW's of equity ownership, according to
Cambridge Energy Research Associates. Specifically, we have an
approximate 20% share of the total installed capacity in the
Philippines, and we are the largest private producer of electricity in
that country. In general, our coal-fired plants in the Philippines are
among the lowest operating cost plants in their market and have exceeded
their contractual availability requirements. In addition, we also hold
interests in power plants located in the Guangdong and Shandong
provinces of China.

o Europe: In the UK, our 49% (economic) and 50% (voting) owned
regional electric distribution company, WPD, is an industry leader across
many measures of performance according to energywatch, an independent
consumer protection body in the UK.

During the transition of the energy industry to competitive markets, it is
difficult for us to assess our position versus the position of existing power
providers and new entrants, due to the fact that each company may employ widely
differing strategies in their fuel supply and power sales contracts with regard
to pricing, terms and conditions. Further difficulties in making competitive
assessments of our company arise from the fact that many states and countries
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are considering or implementing different types of regulatory and privatization
initiatives that are aimed at increasing competition in the power industry.
Increased competition that has resulted from some of these initiatives has
already contributed to a reduction in electricity prices and put pressure on
electric utilities to lower their costs, including the cost of purchased
electricity. Additionally, our business is rapidly becoming more competitive due
to technological advances in power generation, the increased role of full
service providers and increased efficiency of energy markets.

In general, however, we believe that our experience and expertise in
assessing and managing market and credit risk will allow us to remain
competitive during volatile or otherwise adverse market circumstances.

BUSINESS SEGMENTS

For selected financial information about Segments, see Note 16 of the
"Notes to Consolidated Financial Statements." See "Item 2 Properties" for a full
asset list.

AMERICAS

Through various subsidiaries, we own and control power generation assets,
natural gas assets and have energy marketing operations in the United States and
Canada. We also own various generation, transmission and distribution operations
in the Caribbean and South America.

United States and Canada

In the United States and Canada, we create value through an integrated
business strategy. This strategy uses our risk management, energy marketing and
arbitrage expertise combined with the generation capacity we control and our
access to natural gas to maximize opportunities existing in the power and
natural gas markets. This integration of our strategically located generation
capacity, our access to natural gas and our leading electricity and gas
marketing operations allows us to capitalize on arbitrage opportunities across
energy products, between regions and over time.

Our operations provide us national market access and intelligence, risk
management and arbitrage opportunities, fuel procurement and management
expertise, as well as transmission expertise in power and various types of
fuels. This, coupled with our reliable power supply, gives us a wide range of
opportunities to create value through structured contracts for power and natural
gas as well as the ability to capitalize on market wvolatility. Our current
development plan, in light of the current issues in our industry, is to continue
with the construction of our existing projects scheduled to begin commercial
operation in 2002 and 2003 and to postpone or cancel projects scheduled for
completion beyond 2003. See "Item 2 Properties" for a list of the projects under
development.

In the United States, we own, lease or control over 16,000 MW of generation
capacity in all of the major United States markets we have strategically
targeted. We have additional projects under development of over 5,700 MW. In the
United States and Canada, we also control access to approximately 3.9 billion
cubic feet per day of natural gas production, more than 6.4 billion cubic feet
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per day of natural gas transportation and almost 60 billion cubic feet of
natural gas storage. Our energy marketing operations (Mirant Americas Energy
Marketing and Mirant Canada Energy Marketing) operates 24-hours a day and Mirant
Americas Energy Marketing is one of the leading electricity and gas marketers in
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the United States markets. Our energy marketing operations trade energy and
energy-linked commodities, including electricity, gas, coal, oil, weather
derivatives and emission allowances. In 2001, we produced 80.6 million
megawatt-hours of electricity, sold 343.5 million megawatt-hours of electricity
and sold or marketed an aggregate average of 13.3 Bcf/D of natural gas.

Access to natural gas storage and transportation is an integral part of our
strategy. This access allows us to manage relatively consistent gas supply
volumes as demand levels fluctuate, helps mitigate risks related to fuel
management of our generation facilities and provides us the ability to
capitalize on market volatility.

For 2001, in North America, we added over 1,200 MW of additional generation
capacity to our portfolio through construction and acquisition. We also
increased our access to natural gas production, storage and transportation with
the acquisition of a 75% working interest in 18 natural gas and oil producing
fields as well as 206,000 acres of mineral rights in southern Louisiana from
Castex LaTerre, Inc. and the acquisition of the majority of the gas marketing
business of TransCanada Pipelines Limited. This transaction included the
purchase of the majority of TransCanada's natural gas marketing business and the
related natural gas transportation and storage contracts. In addition, we
obtained rights to marketable oil and natural gas through Mirant Americas Energy
Capital, which provides secured financing to proven independent oil and gas
producers for the purpose of developing or acquiring or refinancing and
producing oil and gas properties in North America. We believe that Mirant
Americas Energy Capital also enables Mirant Americas Energy Marketing to
aggregate gas commodities for its marketing efforts. Typically, Mirant Americas
Energy Capital provides financing in exchange for the rights to market those
commodities, which rights would be exercised by Mirant Americas Energy
Marketing. Mirant Americas Energy Capital plans to utilize various structures
for its investments, including senior secured debt, volumetric production
payments, prepayment purchases, equity participation and mezzanine financings.
We expect all of Mirant Americas Energy Capital's investments to be secured by
the underlying commodity available for extraction based on an independent
appraisal of the value of the assets and for repayment to be made from
production proceeds.

Caribbean and South America

In the Caribbean and South America, we have ownership interests in electric
utilities, power plants and transmission facilities. These assets are located in
the Bahamas, Trinidad and Tobago, Jamaica, Curacao and Brazil. Our continued
focus is to have investments in strategic locations in the Caribbean, which
create various opportunities for value-creation. On December 31, 2001, we
completed the sale of our 82.3% ownership interest EDELNOR, a partially
integrated electric utility in northern Chile.

Grand Bahama Power

We own a 55.4% interest in Grand Bahama Power, an integrated utility that
generates, transmits, distributes and sells electricity on Grand Bahama Island.
Grand Bahama Power operates generation facilities with a total capacity of 142
MW and has the exclusive right and obligation to supply electric power to
approximately 18,000 residential, commercial and industrial customers on Grand

Bahama Island. Grand Bahama Power's rates are approved by the Grand Bahama Port
Authority.

PowerGen
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We own a 39% interest in PowerGen, a 1,159 MW power generation company that
owns and operates three plants located on the island of Trinidad. The
electricity produced by PowerGen is provided to the Trinidad and Tobago
Electricity Commission, the state-owned transmission and distribution monopoly,
which serves nearly 300,000 customers on the islands of Trinidad and Tobago and
which holds a 51% interest in PowerGen. PowerGen has a power purchase agreement
with the Trinidad and Tobago Electricity Commission, which expires in 2009 and
is unconditionally guaranteed by the government of Trinidad and Tobago.

JPSCo

In March 2001, we acquired 80% of the outstanding shares of JPSCo for $201
million. JPSCo is a 689 MW fully integrated electric utility on the island of
Jamaica. JPSCo operates under a 20-year All-Island Electric License, is under
the direction of the Ministry of Mining and Energy and is subject to monitoring
and rate regulation by the Office of Utilities Regulation.

CEMIG

We own an indirect economic interest of 3.6% in CEMIG, a 5,632 MW fully
integrated utility that generates, transmits, distributes and sells electricity
in the southeast region of Brazil. CEMIG is the second largest Brazilian
electric company, as measured by GWh of energy sold, providing approximately 97%
of the electricity consumed in Minas Gerais.

ASIA-PACIFIC

Through wholly owned subsidiaries, we own one of Asia's largest independent
power producers. Mirant Asia-Pacific has experience in developing, constructing,
owning and operating electric power generation facilities in Asia. The majority
of our assets in Asia-Pacific are located in the Philippines, with additional
assets located in China, Australia, South Korea and Guam. We have a net
ownership interest in approximately 3,170 MW of generation capacity in the
Philippines, China and Guam. We are also conducting business development
activities in Asia-Pacific countries including Australia, China, the
Philippines, South Korea, Singapore and Japan. Most of our revenues in the
Asia-Pacific region have been derived from contracts with government entities or
regional power boards and are predominantly linked to the United States dollar
to mitigate foreign currency exchange risk.

Philippines

Mirant Asia-Pacific has an ownership interest in six plants in the
Philippines totaling 2,040 MW of capacity. Mirant Asia-Pacific has long-term
energy conversion agreements with the government-owned NPC for almost all of
this capacity. Under the energy conversion agreements, Mirant Asia-Pacific
accepts fuel from NPC and converts that fuel to energy. NPC is the national
electric company. In addition to our energy conversion agreements, we have a
joint marketing agreement with NPC for the 218 MW available excess capacity from
our Sual plant. Through this power supply agreement, electricity is supplied to
a select market requiring reliable and cost-effective power such as economic
zones, industries and electric distributors (cooperatives).

We also own a 20% interest in Ilijan, a 1,251 MW power station under
construction in the Philippines. The station has a 20-year energy conversion
agreement with NPC, where NPC receives the rights to 1,200 MW of the station's
capacity. We expect the construction to be completed in the second quarter of
2002.

Under the energy conversion agreements, we receive fixed capacity fees,
variable energy fees and other incidental fees. The energy conversion agreements
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are executed under the government's build-operate-transfer program. At the end
of the term of each energy conversion agreement, the associated plant is
required to be transferred to NPC, free from any lien or payment of
compensation. NPC acts as both the fuel supplier and the energy off-taker under
the energy conversion agreements. NPC procures all of the fuel necessary for
each plant, at no cost to Mirant Asia-Pacific's subsidiaries and has accepted
substantially all fuel risks and fuel related obligations other than each
plant's actual fuel burning efficiency. Over 90% of the revenues are expected to
come from fixed capacity charges that are paid without regard to the dispatch
level of the plant. Nearly all of the capacity fees are denominated in United
States dollars. The energy fees and other incidental fees have both United
States dollar and Philippine Peso components that are both indexed to inflation
rates.

The energy conversion agreements contain a provision under which NPC bears
most of the financial risks for both political force majeure and change of law.
The majority of NPC's obligations under the energy conversion agreements are
guaranteed by the full faith and credit of the Philippine government.

All of the projects in the Philippines have been granted preferred or
pioneer status that, among other things, have qualified them for income tax
abatements of three to six years. The expiration dates of the abatements for
Pagbilao and Sual are 2002 and 2005, respectively.

Deregulation and Privatization

In June 2001, the Philippine Congress approved and passed into law the
Comprehensive Electric Power Industry Reform Act ("EPIRA"), providing the
mandate and the framework to introduce competition in the Philippine electricity
market. Within three years from its effectiveness, competition in the retail
supply of electricity and open access to the transmission and distribution
systems is planned. Prior thereto, concerned government agencies are mandated to
establish a wholesale electricity spot market, ensure the unbundling of
transmission and distribution wheeling rates and remove existing cross-subsidies
provided by industrial and commercial users to residential customers.

A significant component of this legislation is the mandate to privatize the
assets of NPC, including its generation and transmission assets, as well as
contracts with the Independent Power Producers ("IPP"). Under the EPIRA, NPC's
generation assets will be sold through a transparent, competitive public
bidding, while all transmission assets will be transferred to the Transmission
Company ("TRANSCO") - initially a government-owned entity that will eventually
be privatized.

The EPIRA also mandates the creation of the Power Sector Assets and
Liabilities Management Corporation ("PSALM'), which is to accept transfer of all
assets and assume all outstanding obligations of NPC, including its obligations
to the IPP. One of PSALM's responsibilities is to manage these IPP contracts
after NPC's privatization. PSALM is also responsible for privatizing at least
70% of all the transferred generating assets and IPP contracts no later than
three years from the effective date of the law. Consistent with the announced
policy of the government, the law contemplates continued payments of NPC's
obligations under its energy conversion agreements. The energy conversion
agreements of Mirant Asia-Pacific are not involuntarily assignable and will,
therefore, remain with NPC or its successor corporation following privatization.

One of the issues relating to the privatization of NPC is the review of IPP

contracts, including our contracts. A committee has been created by the EPIRA to
review all contracts entered into by NPC with the IPP. One of the objectives of
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the review is to determine whether any of these contracts are grossly
disadvantageous or onerous to the government. Our energy conversion agreements
do not grant NPC or the government any rights to modify or reopen the
agreements, and in fact, our energy conversion agreements provide "change in
law" protection. Any efforts to modify or re-open our energy conversion
agreements would raise legal issues with an ultimate outcome that is difficult
to predict. Additionally, the Department of Energy has indicated that the
government will endeavor to honor all its contractual obligations (absent

misrepresentation or fraud, etc.), and changes to the existing contracts will be
made primarily by mutual agreement. Additionally, the Republic of the
Philippines issued performance undertakings (the "Undertakings") to guarantee

the performance of NPC's obligations under each of our energy conversion
agreements. While we have been advised that these Undertakings will not be
affected by the EPIRA or the privatization of NPC's assets and rights, the
ultimate effect of the EPIRA on our operations, our contracts or the
Undertakings cannot now be determined.

The deregulation of the Philippine electricity industry and the
privatization of NPC have been long anticipated and the reform law is not
expected to have a material impact on the existing assets and operations of
Mirant Asia-Pacific.

Clean Air Act

In July 1999, the Philippines enacted legislation, Republic Act No. 8749,
otherwise known as the Philippine Clean Air Act of 1999 (the "Clean Air Act"),
which applies to stationary emission sources and other operating plants. The
Department of Environment and Natural Resources has promulgated Administrative
Order No. 2000-81, the Act's Implementing Rules and Regulations ("IRRs"), which
took effect on November 25, 2000 and which are in the process of being
implemented. Provisions of the Clean Air Act affect the compliance of operating
plants and their ability to serve as base load capacity for the grid. However,
the IRRs provided regulatory flexibility for existing stationary sources, which
have difficulty complying with the requirements of the Clean Air Act, to achieve
full compliance by July 2004.

The provisions of the Clean Air Act and past practice of the Department of
Environment and Natural Resources suggest potential for increasingly stringent
standards in emissions from all sources to maintain and/or improve the air
quality. This may require additional controls or equipment on some of Mirant
Asia-Pacific's plants in order to comply with the emission reduction goals and
targets set forth in the Clean Air Act.

We believe that the Sual plant and the Ilijan plant can comply with the
current requirements of the Clean Air Act and the IRRs. Some additional
pollution controls or other expenditures may be required for the Pagbilao,
Mindoro and Bulacan plants to comply with the IRRs. We do not expect these
expenditures to be material. We believe that the Navotas I and II plants will
not be affected significantly by the Clean Air Act and the IRRs. Mirant
Asia-Pacific has been closely following the development of the IRRs and is
making contingency plans, which are capable of meeting the standards under the
IRRs within the timeframe of the implementation of the IRRs.

China
Shajiao C

Mirant Asia-Pacific holds a 33% interest in the Shajiao C plant, a 1,914 MW
power plant located close to Hong Kong at Shajiao, Guangdong Province, China.
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Shajiao C plant is the largest coal-fired power plant in Guangdong Province. The
operation and off-take agreement has an initial term of 20 years and expires in
June 2016.

All power produced at the plant is sold to Guangdong Guang-Dian Power Grid
Group Company Limited and Guangdong Province Shajiao (Plant-C) Power Generation
Corporation (collectively "Party A"). Party A is responsible for operating and
maintaining the plant and is also responsible for coal supply. Party A bears
demand risk through a contractual take-or-pay requirement, which imposes a
minimum annual off-take quantity of approximately 62% of total generation
capacity, subject to risks such as force majeure and construction defects. Party
A also bears fuel risks.

SIPD

We own a 9.99% interest in SIPD. SIPD is the largest independent power
producer in China's Shandong province. Shandong Electric Power (Group)
Corporation ("Shandong Electric Power"), the sole purchaser of electricity as
well as the grid operator, is the largest shareholder of SIPD. SIPD sells power
to Shandong Electric Power under an off-take contract, pursuant to which
Shandong Electric Power agrees to purchase power in an amount based on average
generation of comparably sized units in all Shandong Province plants under its
jurisdiction. The power is purchased at a price pursuant to a tariff intended to
allow SIPD to recover costs plus a specified return on its average net book
value of fixed assets. SIPD also has an option to acquire, develop and operate
future power projects within Shandong Province for which Shandong Electric Power
has development rights. Shandong province, with a population of 88 million
people and an installed electricity generating capacity of approximately 20,000
MW, has China's second-largest independent provincial power grid.

Australia
Kogan Creek

Mirant Asia-Pacific has a shareholders agreement with CS Energy Limited
("CS Energy") to develop the Kogan Creek Power Station in Queensland. The
agreement provides for the joint development of the Kogan Creek Power Station, a
750 MW coal-fired power station to be located west of Brisbane. CS Energy has
acquired 40% of the project while Mirant Asia-Pacific has retained 60% interest.
Based on current market demand, the financial close of Kogan Creek is unlikely
prior to 2003.

Allied Queensland Coal

Mirant Asia-Pacific also holds a 100% interest in Allied Queensland Coal, a
coal mining company located in Queensland, Australia. Allied Queensland Coal has
certain exploration and mining rights over approximately 1.3 billion tons of
low—-sulfur steaming coal. Allied Queensland Coal mines and processes up to 1.1
million tons of coal each year for sale to a combination of domestic and export
markets.

Guam
Mirant Asia-Pacific acquired 100% of the shares of HEI Power Corp. Guam in
November 2001. The company operates the 50 MW Tanguisson power plant in Guam, a
territory of the United States. Tanguisson sells power to the Guam Power

Authority under a 20-year energy conversion agreement, which ends in 2017.

EUROPE
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In Europe, we own a 49% economic interest and 50% voting interest in WPD
which distributes electricity to approximately 1.4 million end-users in
southwest England and approximately 1 million end-users in South Wales. In
addition, our wholly owned European marketing and risk management business
trades power in the Nordic region, Germany, The Netherlands and Switzerland and
trades natural gas in the UK on the International Petroleum Exchange.

On November 30, 2001, we signed an agreement whereby Vattenfall AB, or an
affiliate, agreed to acquire our 44.8% ownership interest in Bewag for
approximately $1.63 billion. The sale closed on February 11, 2002. In January
2002, we announced our intention to exit our European marketing and risk
management operations.

WPD

We own a 49% economic interest and 50% of the voting control in WPD, with
the balance of ownership being held by a subsidiary of PPL. WPD owns WPD South
West and WPD South Wales. These are two of the privatized regional electricity
companies in England and Wales licensed to distribute and to a limited extent,
generate electricity. A distribution company owns, manages and operates
electricity power lines. The primary activity is the receipt of electricity from
the national grid transmission system and its distribution to end-users of
electricity that are connected to the distribution company's power lines. These
end-users are customers of licensed supply businesses, which in turn are the
distribution business customers. Virtually all electricity supplied to end-users
in WPD's areas is transported through its distribution network, thus providing
distribution volume that is stable from year to year. WPD is the only
distributor of electricity in its authorized areas, and we believe that
economic, environmental and regulatory factors are likely to prevent competitors
from entering the distribution business in its authorized areas.

10

Ancillary Businesses

WPD also has ancillary business activities that support its main
electricity distribution businesses. These include electricity generation, real
estate and telecommunications. WPD owns generating assets with 13 MW of capacity
used to back up the distribution network. In addition, WPD owns minority
interests in windfarms and a 15.4% interest in Teesside Power Limited, owner of
a 1,925 MW natural gas—-fired, combined-cycle plant. Enron participates in
Teesside through its European affiliates as an owner, an operator and a power
purchaser of the project. Failure by Enron to perform on its obligations related
to Teesside has created significant risk as to the ongoing viability of the
project at current investment levels. WPD has provided against the full cost of
its equity investment in Teesside. This is partly offset by a provision for the
write-back of a consortium tax liability payable to Teesside, which, in the
event of insolvency, would not be payable. WPD also markets and develops real
estate no longer used in the distribution businesses and is developing an income
stream from the rental of fiber optic cables primarily attached to the overhead
distribution networks.

Regulatory Environment

Virtually all electricity end-users in England and Wales are connected to
the distribution system of the regional electricity companies and cannot choose
their electricity distributor. The Office of Gas and Electricity Markets (the
industry regulator) controls the revenues earned by WPD in its distribution
businesses by applying a price control formula that sets the maximum average
price per unit of electricity distributed. The elements used in the formula are
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generally established for a five-year period and are subject to review by the
regulator. In December 1999, the regulator published final price proposals
following its review of the distribution revenue for distribution businesses.
For WPD South West, these proposals represented a 20% reduction to distribution
prices from April 1, 2000, followed by a reduction in real terms of 3% each year
after April 1, 2001. For WPD South Wales, these proposals represented a 26%
reduction to distribution prices from April 1, 2000, followed by a reduction in
real terms of 3% each year after April 1, 2001. This price control is scheduled
to operate until March 2005. In response, WPD has implemented a plan to maximize
efficiency and customer service as a focused distribution company. In order to
achieve these objectives, WPD South West has reduced staffing levels by
approximately 10%. The reductions primarily affected administrative and
corporate functions, with minimal impact on field staff, in order that customer
service is not affected. WPD is currently evaluating further opportunities to
reduce ongoing operating costs. The combination of the two distribution
businesses has delivered significant savings on overhead costs, particularly in
respect of information technology where the incremental cost of a second
distribution business is relatively low. Other savings have been achieved
through the application of WPD's experience in managing information technology
projects, in purchasing efficiency savings and in the use of technology to
manage more efficiently the maintenance of the South Wales network.

REGULATORY ENVIRONMENT
International Regulation

Our international operations are subject to regulation by wvarious foreign
governments and regulatory authorities. The laws and regulations that apply to
each of our international projects are more fully discussed under the
description of the particular project listed above.

United States Public Utility Regulation

The United States electric industry is subject to comprehensive regulation
at the federal and state levels. Currently, most of our United States facilities
are exempt wholesale generators under PUHCA. Our exempt wholesale generators are
subject to regulation by the FERC under the Federal Power Act regarding rate
matters and by state public utility commissions regarding non-rate matters. The
majority of our generation from exempt wholesale generators is sold at market
prices under market rate authority granted by the FERC, although the FERC has
the authority to impose cost of service rate regulation or other types of price
mitigation if it determines that market pricing is not in the public interest.
Our exempt wholesale generators are also subject to the FERC regulation relating

11

to accounting and reporting requirements, as well as oversight of mergers and
acquisitions, securities issuances and dispositions of facilities.

State or local authorities have historically regulated the distribution and
retail sale of electricity, as well as the need for siting and the construction
of generating facilities. In addition, our exempt wholesale generators may be
subject to a variety of state and local regulations regarding maintenance and
expansion of our facilities and financing capital additions if the financing is
subject to state public service commission regulation. Outside of the Electric
Reliability Council of Texas, the wholesale power sales of our exempt wholesale
generators are subject exclusively to FERC regulation under the Federal Power
Act and to market regulation institutions, such as regional transmission groups
and independent system operator market monitoring initiatives authorized by the
FERC.
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We are not subject to PUHCA unless we acquire the securities of a public
utility company or public utility assets that are not exempt as an exempt
wholesale generator, foreign utility company or qualifying facility. Our 50%
owned nonconsolidated Birchwood facility is subject to regulation as a
qualifying facility under PURPA. As a qualifying facility, Birchwood is exempt
from most provisions of the Federal Power Act and state laws relating to
securities, rate and financial regulation. PURPA requires electric utilities (i)
to purchase electricity generated by qualifying facilities at a price based on
the utility's avoided cost of purchasing electricity or generating electricity
itself, and (ii) to sell supplementary, back-up, maintenance and interruptible
power to qualifying facilities on a just, reasonable and non-discriminatory
basis. To qualify for qualifying facility status, the Birchwood facility must
satisfy requirements regarding the production of useful thermal energy as well
as limitations on the extent of ownership by utilities or utility affiliates.

Congress is considering legislation to modify federal laws affecting the
electric industry. Bills have been introduced that propose to repeal or modify
both PURPA and the PUHCA. In addition, various states have either enacted or are
considering legislation designed to deregulate the production and sale of
electricity. Deregulation is expected to result in a shift from cost-based rates
to market-based rates for electric energy and related services. Although the
legislation and regulatory initiatives vary, common themes include the
availability of market pricing, retail customer choice, recovery of stranded
costs and separation of generation assets from transmission, distribution and
other assets. It is unclear whether or when all power customers will obtain open
access to power supplies. Decisions by regulatory agencies may have a
significant impact on the future economics of the power marketing business.

In emergency conditions, such as have recently occurred in California, our
public utility operations may be subject to extraordinary and costly emergency
service requirements. The United States Department of Energy recently exercised
its emergency authority to require interconnections and sales of power into the
California market, and further orders of this nature may be issued with respect
to either the California market or other markets in the event the Department of
Energy or other state or federal regulatory agencies deem emergency conditions
to exist.

The FERC has issued power and gas transmission initiatives that require
electric and gas transmission services to be offered on an open-access basis
unbundled from commodity sales. Although these initiatives are designed to
encourage wholesale market transactions for electricity and gas, we cannot
predict the timing of industry changes as a result of these initiatives or the
adequacy of transmission additions in specific markets.

In Canada, Canadian national and provincial governments have instituted
natural gas regulations also designed to encourage the development of
competitive markets. However, we cannot predict the timing and scope of the
development of a competitive market in Canada or the effect of these or future
regulations on these markets.

12

Environmental Regulation

Our operations are subject to extensive federal, state, local and foreign
laws and regulations relating to air quality, water quality, waste management,
natural resources and health and safety. Our projects and facilities in foreign
markets create exposures and obligations to the national, provincial and local
laws of each host country, including environmental standards and other
requirements imposed by these governments. Our compliance with these
environmental requirements necessitates significant capital and operating
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expenditures related to monitoring, pollution control equipment, emission fees
and permitting at various operating facilities. Our expenditures, while not
prohibitive in the past, are anticipated to increase in the future along with
the increase in stricter standards, greater regulation, more extensive
permitting requirements and an increase in the number and types of assets we
operate that are subject to environmental regulation. We cannot provide
assurance that future compliance with these environmental requirements will not
adversely affect our operations or financial condition.

Our operations in Europe are subject to comprehensive environmental
regulation similar to that in the United States, and these regulations are
expected to become more stringent in the future. Additionally, like many
countries of the world, the governments of China, the Philippines, Trinidad and
Tobago and several other countries recently have proposed increased
environmental regulation of many industrial activities, including increased
regulation of air quality, water quality and solid waste management.

Over the past several years, the power generation industry, state, federal
and foreign governments and international organizations have been concerned
about global climate change. Recent international negotiations have made the
implementation of the Kyoto Treaty in certain countries more likely, although
the current United States Administration is opposed to the treaty. Because our
fossil fuel-fired plants emit carbon dioxide, the costs of any "greenhouse gas"
restrictions could adversely affect our operations. The impact of any future
greenhouse gas regulations on our domestic and foreign facilities and operations
remains uncertain.

The environmental laws and regulations in the United States illustrate the
comprehensive environmental regulations that govern our operations. Our most
significant environmental requirements in the United States result from the
Clean Air Act and the 1990 Clean Air Act Amendments. Under the Clean Air Act, we
are required to comply with a broad range of restrictions concerning air
emissions, operating practices and pollution control equipment. Several of our
facilities are located in metropolitan areas such as New York City, Boston,
Chicago or San Francisco. These areas are classified by the EPA as not achieving
the ambient air quality standards which cause us to operate under the most
stringent air regulation requirements.

In the future, we anticipate increased regulation of our facilities under
the Clean Air Act and applicable state laws and regulations concerning air
quality. The EPA, several states and several foreign countries are in the
process of enacting more stringent air quality regulatory requirements. For
example, the EPA recently promulgated a new regulation, known as the "Section
126 Rule," which allocates nitrogen oxide emissions allowances to various
electric generating facilities in Delaware, Indiana, Kentucky, Maryland,
Michigan, New Jersey, New York, North Carolina, Ohio, Pennsylvania, Virginia,
West Virginia and the District of Columbia. The Section 126 Rule is scheduled to
become effective in May 2004. The EPA also has established nitrogen oxide
emission caps for several eastern states that must be implemented by these
states beginning May 2004. Under either rule, if a plant exceeds its allocated
allowances, the plant must purchase additional, unused allowances from other
regulated plants or install controls to reduce emissions. EPA is also developing
regulations to govern mercury emissions from power plants. The State of New York
has proposed and the State of Massachusetts has finalized regulations to further
reduce nitrogen oxide and sulfur dioxide emissions from power plants, and the
State of Massachusetts also regulates carbon dioxide emissions. We expect to
incur additional compliance costs as a result of these developments.

On November 3, 1999, the United States Department of Justice filed a
complaint against seven electric utilities for alleged violations of Clean Air
Act requirements related to modifications of existing sources at coal-fired
generation stations located in the southern and mid-western regions of the
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United States and also issued an administrative order to the Tennessee Valley

13

Authority for similar violations at seven of its coal-fired power plants. Since
then, the EPA has added additional utilities to the litigation and has also
issued administrative notices of violation alleging similar violations at other
coal-fired power plants. The electric utility industry strongly disagrees with
the EPA's positions in the lawsuits. To date, no lawsuits or administrative
actions alleging similar violations have been brought by the EPA against us, our
subsidiaries or any of our power plants, but the EPA has requested information
concerning our Mid-Atlantic business unit plants. Also, the State of New York
has issued a notice of violation to the previous owner of our Lovett plant. For
more information about the matter, see "Legal Proceedings." We cannot provide
assurance that lawsuits or other administrative actions against our power plants
will not be filed or taken in the future. If an action is filed against us or
our power plants and we are judged to not be in compliance, this could require
substantial expenditures to bring our power plants into compliance and have a
material adverse effect on our financial condition, cash flows and results of
operations.

Several other environmental laws in the United States also affect our
operations. For example, we are required under the Clean Water Act to comply
with effluent and intake requirements, technological controls and operating
practices. Our wastewater discharges are permitted under the Clean Water Act,
and our permits under the Clean Water Act are subject to review every five
years. As with air quality, the requirements applicable to water quality are
expected to increase in the future. For example, the EPA has issued a new rule
that imposes more stringent standards on the cooling water intakes for new
plants and has proposed a similar regulation for intakes on existing plants. We
expect to incur additional compliance costs as a result of the increased
regulation of water quality.

Our facilities are also subject to several waste management laws and
regulations in the United States. The Resource Conservation and Recycling Act
sets forth very comprehensive requirements for handling of solid and hazardous
wastes. The generation of electricity produces non-hazardous and hazardous
materials, and we incur substantial costs to store and dispose of waste
materials from our facilities. EPA may develop new regulations that impose
additional requirements on facilities that store or dispose of fossil fuel
combustion materials, including types of coal ash. If so, we may be required to
change our current waste management practices and expend significant resources
on the increased waste management requirements.

The Federal Comprehensive Environmental Response, Compensation and
Liability Act, known as the Superfund, establishes a framework for dealing with
the cleanup of contaminated sites. Many states have enacted state superfund
statutes. We do not expect any corrective actions to require significant
expenditures.

In connection with asset acquisitions and other transactions, we also may
obtain or be required to provide indemnification against environmental
liabilities and responsibilities. Typically, indemnification we receive is
limited in scope and time period. In some transactions, we did not receive an
environmental indemnity. To minimize our exposure for such liabilities, we
conduct, through environmental due diligence, assessments of the assets we wish
to acquire or operate. Thus far, we have not incurred any material environmental
liabilities arising from our acquisition or divestiture activities; however, the
previously reference Clean Air Act information request for our Mid-Atlantic
assets and notice of violation issued to the previous owner of the New York
Lovett facility, see "Legal Proceedings," could result in material expenditures.

17



Edgar Filing: MIRANT CORP - Form 10-K405/A

We believe we are in compliance in all material respects with applicable
environmental laws. While we believe our procedures and facilities comply with
applicable environmental laws and regulations, we cannot provide assurances that
additional costs will not be incurred as a result of new interpretations or
applications of existing laws and regulations or the enactment of more stringent
requirements.

EMPLOYEES

At December 31, 2001, our corporate offices and majority owned or
controlled subsidiaries employed approximately 10,000 persons. This number
includes approximately 1,000 in the corporate headquarters in Atlanta and
approximately 9,000 at operating facilities. Approximately 1,200 of our domestic

14

employees are subject to collective bargaining agreements with one of the
following unions: International Brotherhood of Electrical Workers, Utilities
Workers of America or United Steel Workers. About 2,200 of our employees in
international business units belong to unions. These unions include:

o the Managers' Association, the Union of Technical Administrative and
Supervisory Personnel, the ©National Workers' ©Union and the Bustamante
Industrial Trade Union in Jamaica;

o Bahamas Industrial Engineers, Managerial and Supervisory Union and the
Commonwealth Electrical Workers Union in the Bahamas;

o Oilfield Workers Trade Union and Senior Staff Association in Trinidad and
Tobago; and

o UNISON, Amalgamated Engineering and Electrical Union, General Municipal
Boilermakers ©Union, Engineers and Managers Association and Transport and
General Workers Union in England and Wales.

We believe we have satisfactory relations with both union and non-union
employees.

15
Item 2. Properties
Owned and Operated

Mirant's %

Leasehold/ Net Equity
Power Generation Ownership Total Interest/Lease C
Business Location Primary Fuel Interest (1) MW (4) in Total MW (4)
AMERICAS:
North America:
Mirant California..... California Natural Gas 100% 2,942 2,942
APEX e e et oot e Nevada Natural Gas 100 - -
Mirant New York....... New York Natural Gas/

Hydro/ Coal/0il 100 1,659 1,659

Mirant New England(2) Massachusetts Natural Gas/0il 100 1,229 1,229
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State Line Energy.....
Birchwood.............
Mirant Wisconsin......
Mirant Zeeland........
Wyandotte.............
Mirant Mid-Atlantic...

Mirant Wichita Falls..
Mirant Texas..........
Wrightsville Project..
Perryville Project....
Brazos..............
Sugar Creek...........
Longview Mint Farm....
Coyote Springs 2......
West Georgia..........
Shady Hills...........

Subtotal...........
Caribbean:

Grand Bahama Power....
PowerGen..............

Subtotal...........

South America:

EUROPE:
Mirant Europe.........
WPD (3) «eeeeeeeeeennn

Italian Greenfields...
NOorway....ooeeeeeeenon.

Subtotal...........

ASIA-PACIFIC:

Pagbilao..............
Navotas TI.............

Indiana
Virginia
Wisconsin
Michigan
Michigan
Maryland/
Virginia
Virginia
Texas
Texas
Arkansas
Louisiana
Texas
Indiana
Washington
Oregon
Georgia
Florida

Bahamas
Trinidad
&Tobago
Jamaica

Netherlands
Antilles

Brazil

England
England

Germany

Italy
Norway

China

Philippines
Philippines
Philippines
Philippines
Philippines
Philippines
Philippines
Guam Island

Coal/Natural Gas

Coal

Natural Gas
Natural Gas
Natural Gas

Coal/0il/Gas

Natural Gas
Natural Gas
Natural Gas
Natural Gas

0il/Natural Gas

Natural Gas
Natural Gas
Natural Gas
Natural Gas
Natural Gas

0il
Natural Gas

0il/Natural
Gas/Hydro
Pitch/Natural
Gas

Hydro

0il

Natural
Gas/Wind/0il
Natural Gas/
0il/Coal
Natural Gas
Natural Gas

Coal

Coal

Coal

Coal

0il

0il

Diesel
Natural Gas
Diesel

Coal

100

50
100
100
100

100

100
100

51
100
100
100
100

50
100
100

55.

39

80

25.

100

49

44 .

90
40

33

91.
87.

90
100
100

20
100
100

515 515
238 119
309 309
310 310
5,988 5,988
77 77
545 545
150 150
1,650 1,650
640 640
16,252 16,133
142 78
1,159 452
689 551
1,990 1,081
5,632 203
5,632 203
2 2
1,954 157
2,955 1,323
4,911 1,482
4,487 448
1,914 632
1,218 1,119
735 641
190 171
95 95

7 7

7 7

50 50
8,703 3,170
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Total..'eeeeeeeennnnn. 37,488 22,069
16

Ownership Customers/

Distribution Business Location Interest End-users
(in thousands)
Grand Bahama Power............. Bahamas 55.4% 18
CEMIG. vttt ettt ettt eeeeeeenenenn Brazil 3.6 5,400
171150 2 England/Wales 49 2,400
0 1 G Jamaica 80 490
BeWaAT e e vt ettt et e Germany 44.8 2,200
Total.eee e eennenn. 10,508

Ownership
0il & Natural Gas Business (5) Location Interest
CasteX . e ittt iii i e et United States 75%
TransCanada. .« .eeeeeeeeeennnenns Canada 100

(1) Amounts reflect Mirant's percent economic interest in the total MW.
(2) Total MW reflects a 1.4 percent interest in the 614 MW Wyman plant.

(3) WPD owns 15.38 percent of Teesside, which has 1,925 MW. This is reflected
in total MW.

(4) MW amounts reflect net dependable capacity.

(5) See "Business Segments" section for additional information related to
Mirant's o0il and natural gas business.
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Item 3. Legal Proceedings

California Rate Payer Litigation: Six lawsuits have been filed and coordinated
in the Superior Courts for San Diego County alleging that certain owners of
electric generation facilities in California and energy marketers, including
Mirant, Mirant Americas Energy Marketing, Mirant Delta and Mirant Potrero,
engaged in various unlawful and anti-competitive acts that served to manipulate
wholesale power markets and inflate wholesale electricity prices in California.
Three of the suits seek class action status, while two of the suits are brought
on behalf of all citizens of California. One lawsuit alleges that, as a result
of the defendants' conduct, customers paid approximately $4 billion more for
electricity than they otherwise would have and seeks an award of treble damages
as well as other injunctive and equitable relief. One lawsuit also names certain
of Mirant's officers individually as defendants and alleges that the state had
to spend more than $6 billion purchasing electricity and that if an injunction
is not issued, the state will be required to spend more than $150 million per

20



Edgar Filing: MIRANT CORP - Form 10-K405/A

day purchasing electricity. The other suits likewise seek treble damages and
equitable relief. One such suit names Mirant Corporation itself as a defendant.
A listing of the cases is as follows:

CAPTION DATE FILED COURT OF ORIGINAL FILING

People of the State of California v. January 18, 2001 Superior Court of Californi

Dynegy, et al.

Gordon v. Reliant Energy, Inc., et November 27, 2000 Superior Court of Californi
al.

Hendricks v. Dynegy Power November 29, 2000 Superior Court of Californi
Marketing, Inc., et al.

Sweetwater Authority, et al. V. January 16, 2001 Superior Court of Californi
Dynegy, Inc., et al.

Pier 23 Restaurant v. PG&E Energy January 24, 2001 Superior Court of Californi
Trading, et al.

Bustamante, et al. v. Dynegy, May 2, 2001 Superior Court of Californi

Inc., et al.

The final outcome of these lawsuits cannot now be determined.

Western Power Markets Investigations: The CPUC, the California Senate, the San
Joaquin District Attorney and the Attorney General's offices of Washington,
Oregon and California have each launched civil and criminal investigations into
the California energy markets that have resulted in the issuance of subpoenas of
several of Mirant's entities. In addition, the CPUC has had personnel onsite on
a periodic basis at Mirant's California generating facilities since December
2000. The California Attorney General issued its subpoena to Mirant in February
2001 under the following caption: "In the Matter of the Investigation of
Possibly Unlawful, Unfair, or Anti-Competitive Behavior Affecting Electricity
Prices in California." Each of these subpoenas, as well as the plant visits,
could impose significant compliance costs on Mirant or its subsidiaries. Also on
April 18, 2001, the Attorney General filed suit against us in the San Francisco
Superior Court seeking to compel us to produce documents in the investigation.
With respect to both the CPUC and the California Attorney General's office,
there is ongoing litigation between us and these agencies regarding the scope of
the subpoenas and the confidentiality of our documents. Despite the wvarious
measures taken to protect the confidentiality of sensitive information provided
to these agencies, there remains a risk of governmental disclosure of the
confidential, proprietary and trade secret information obtained by these
agencies throughout this process. In January 2002, the California Attorney
General's office reportedly stated that it found no evidence of criminal
wrongdoing in connection with its investigation, but that it was planning to
file civil suits against the energy generators for unfair trade practices.

While we will vigorously defend against any claims of potential civil
liability or criminal wrongdoing asserted against us, the results of such
investigations cannot now be determined.

California Price Mitigation and Refund Proceeding: On June 19, 2001, the FERC
issued an order that provides for price mitigation in all hours in which power
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reserves fall below 7%. During these emergency hours, FERC will use a formula

based on the marginal costs of the highest cost generator called on to run to
determine the overall market clearing price. This price mitigation includes all
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spot market sales in markets throughout the Western System Coordinating Council.
This price mitigation was implemented on June 20, 2001 and is currently in place
until September 30, 2002. The FERC requires that all public and non-public
utilities which own or control non-hydroelectric generation in California must
offer power in the CAISO's spot markets, to the extent the output is not
scheduled for delivery in the hour. We cannot predict how the FERC will rule on
any future requests/justifications for prices higher than the mitigated price
during future months.

On July 25, 2001, the FERC issued an order requiring hearings to determine
the amount of any refunds and amounts owed for sales made to the CAISO/PX from
October 1, 2000 through June 20, 2001. Hearings are scheduled to be held in
March 2002 and June 2002. In the July 25 order, the FERC also ordered that a
preliminary evidentiary proceeding be held to develop a factual record on
whether there have been unjust and unreasonable charges for spot market
bilateral sales in the Pacific Northwest from December 25, 2000 through June 20,
2001. In the proceeding, the DWR filed to recover certain refunds from parties,
including one of our subsidiaries, for bilateral sales of electricity to the DWR
at the California/Oregon border, claiming that such sales took place in the
Pacific Northwest. A FERC ALJ recently concluded a preliminary evidentiary
hearing related to possible refunds for power sales in the Pacific Northwest. In
a preliminary ruling issued September 24, 2001, the ALJ indicated that she would
order no refunds because the complainants had failed to prove any exercise of
market power or that any prices were unjust or unreasonable. The FERC may accept
or reject this preliminary ruling and the FERC's decision may itself be
appealed. We cannot predict the outcome of this proceeding. If we were required
to refund such amounts, our subsidiaries would be required to refund amounts
previously received pursuant to sales made on their behalf. In addition, our
subsidiaries would be owed amounts for purchases made on their behalf from other
sellers in the Pacific Northwest.

Additionally, on February 13, 2002, the FERC directed its staff to
undertaking a fact-finding investigation into whether any entity manipulated
short-term prices in electric energy or natural gas markets in the West or
otherwise exercised undue influence over wholesale prices in the West, for the
period January 1, 2000 forward. We cannot predict the outcome of this
proceeding. Information from this investigation could be used in any existing or
future complaints before the FERC involving long-term power sales contracts
relevant to the matters being investigated.

Environmental Information Requests: Along with several other electric generators
which own facilities in New York, in October 1999 Mirant New York received an
information request from the state of New York concerning the air quality
control implications of various repairs and maintenance activities of Mirant New
York at its Lovett facility. Mirant New York responded fully to this request and
provided all of the information requested by the state. The state of New York
issued notices of violation to some of the utilities being investigated. The
state issued a notice of violation to the previous owner of Plant Lovett, Orange
and Rockland Utilities, alleging violations associated with the operation of
Plant Lovett prior to the acquisition of the plant by Mirant New York. To date,
Mirant New York has not received a notice of violation. Mirant New York
disagrees with the allegations of violations in the notice of violation issued
to the previous owner. The notice of violation does not specify corrective
actions which the state of New York may require. Under the sales agreement with
Orange and Rockland Utilities for Plant Lovett, Orange and Rockland Utilities is
responsible for fines and penalties arising from historical operations, but
Mirant New York may be responsible for the cost of purchasing and installing
emission control equipment, the cost of which may be material. Mirant New York
is engaged in discussions with the state to explore a resolution of this matter.

In January 2001, EPA, Region 3 issued a request for information to Mirant
Mid-Atlantic concerning the air permitting implications of past repair and

22



Edgar Filing: MIRANT CORP - Form 10-K405/A

maintenance activities at its Potomac River plant in Virginia and Chalk Point,
Dickerson and Morgantown plants in Maryland. Mirant Mid-Atlantic has responded
fully to this request.
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We cannot provide assurance that lawsuits or other administrative actions
against our power plants will not be filed or taken in the future. If an action
is filed against us or our power plants and we are judged to not be in
compliance, this could require substantial expenditures to bring our power
plants into compliance and have a material adverse effect on our financial
condition, cash flows and results of operations.

Item 4. Submission of Matters to a Vote of Security Holders
None
Item 4A. Executive Officers of Mirant Corporation

(Identification of executive officers of Mirant Corporation is inserted in
Part I in accordance with Regulation S-K, Item 401 (b), Instruction 3.) The ages
of the officers set forth below are as of December 31, 2001.

Name Age Position

S. Marce Fuller..... 41 President, Chief Executive Officer and Director;
Elected President, Chief Executive Officer
and a Director in July 1999. Served as
President and Chief Executive Officer of
Mirant Americas Energy Marketing from
September 1997 to July 1999 and Executive
Vice President from October 1998 to July
1999. From May 1996 to September 1997, Ms.
Fuller was Senior Vice President of the North
America division, in charge of North American
operations and business development. Prior to
that, from February 1994 to May 1996, she was
the Vice President for domestic business
development. Ms. Fuller is also a director of
Curtiss-Wright Corporation and a director of
EarthLink, Inc. Ms. Fuller joined Southern
Company in 1985 and joined Mirant in 1992.

Raymond D. Hill..... 55 Executive Vice President and Chief Financial Officer;
Elected Chief Financial Officer in January
1999 and Executive Vice President in October
1998. Served as Managing Director of Mirant
Asia-Pacific from July 1997 to December 1998.
From 1993 to July 1997, he served as Chief
Financial Officer and Senior Vice President.
Prior to joining Mirant in 1993, Mr. Hill
served as a Managing Director at Lehman
Brothers, an investment banking firm.

Richard J. Pershing. 55 Executive Vice President, North America;
Elected Chief Executive Officer, Americas
group, in August 1999 and Executive Vice
President in October 1998. Served as Senior
Vice President from November 1997 to October
1998 Prior to joining Mirant in 1992, Mr.
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Edwin H. Adams......

Vance N. Booker.....

Randall E. Harrison.
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50

J. William Holden II 41

Frederick D.

Kuester

51

Pershing held various executive and
management positions at Georgia Power
Company. He joined Southern Company in 1971.

Senior Vice President, Corporate Development and
Technology;

Elected Senior Vice President, in February 2002.
Previously was Senior Vice President, Commerce and
Technology from 2000 to December 2001 and Senior Vice
President and Chief Financial Officer from January
2002 to March 2002 for Mirant Americas; Executive
Director and Chief Financial Officer for Mirant
Asia-Pacific from 1997 to 2000; and director of
corporate finance for Mirant from 1995 to 1997. Prior
to joining Mirant in 1995 he held various positions
in finance at Southern Company, First Financial
Management Corp. and the Chase Manhattan Bank.
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Senior Vice President, Administration and Technical;
Elected Senior Vice President, in August 1999.
Previously was Vice President, Administration. Prior
to joining Mirant in July 1996, he held wvarious
positions at Southern Company in strategic planning,
human resources, accounting and finance. Mr. Booker
joined Southern Company in 1975.

Senior Vice President, East Region;
Responsibilities include the eastern United
States and Canada. Elected Senior Vice
President, in February 2002. Previously was
Senior Vice President, Mirant Americas and
Chief Executive Officer, West Region from
2000 to February 2002; Chief Executive
Officer of Mirant California from 1999 to
2000; Vice President of development from 1997
to 1998 and project director from 1994 to
1997 for Mirant North America; and project
engineering manager in Mirant's international
business development division from 1989 to
1994. He held various positions in fossil and
hydro generation and human resources at
Georgia Power Company from 1970 to 1989.

Senior Vice President, Finance and Accounting;
Elected Senior Vice President, in February
2002. Previously was Chief Financial Officer
for Mirant Europe from 2001 to February 2002;
Vice President and Treasurer of Mirant from
1999 to 2001; Vice President of operations
and business development for South America
from 1996 to 1999; and Vice President of
business development for Mirant Asia-Pacific
from 1994 to 1995. He held various positions
at Southern Company from 1985 to 1994
including director of corporate finance.

Senior Vice President, International;
Elected Chief Executive Officer, Asia-Pacific
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group, in August 1999 and Senior Vice
President in August 1999. In addition, since
November 1998, he has served as Chief
Executive Officer of Mirant Asia-Pacific.
From January 1997 to November 1998 Mr.
Kuester served as director of the commercial
group at Mirant Asia-Pacific. Prior to that,
Mr. Kuester served as Vice President of power
generation for Mississippi Power Company, a
subsidiary of Southern Company. Mr. Kuester
started his career at Southern Company in
1971.

Douglas L. Miller... 51 Senior Vice President and General Counsel;
Elected Senior Vice President and General
Counsel in October 1999. From 1997 until he
joined the Company in 1999, Mr. Miller was
managing partner of the Troutman Sanders LLP
Hong Kong office where he oversaw the Project
Development and Finance Practice Group. Mr.
Miller joined Troutman Sanders in 1975.

Gary J. Morsches.... 42 Senior Vice President, West Region;
Responsibilities include the western United
States and the Caribbean. Elected Senior Vice
President, in February 2002. Previously was
Senior Vice President, Mirant Americas and
Chief Executive Officer, East Region from
2000 to February 2002; President from 1999 to
2000 and Senior Vice President and Chief
Operating Officer from January 1997 to 1999
of Mirant Americas Energy Marketing From 1981
to 1996, he held various positions of
increasing responsibility in engineering and
energy trading in the oil and gas industry,
including trading the first NYMEX natural gas
futures contract in April 1990.
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James A. Ward....... 49 Senior Vice President and Controller;
Elected Senior Vice President and Controller in
August 1999. From June 1994 to August 1999, Mr. Ward
served as Mirant's Vice President, Controller and
Assistant Treasurer. He joined Southern Company
in 1978.

Roy McAllister...... 54 Senior Vice President, External Affairs;
Elected Senior Vice President, External Affairs in
December 2001. From 2000 until he joined the Company,
Mr. McAllister was Vice President, External Affairs
for Cingular Wireless. He has also held various
positions at BellSouth Corporation, including Vice
President, Human Resources and Corporate Affairs for
BellSouth's Mobile Systems Group. Mr. McAllister
joined BellSouth in 1970.

The executive officers of Mirant Corporation were elected to serve until
their successors are elected and have qualified or until their removal,
resignation, death or disqualification.
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PART IT
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters
Common Stock

On October 2, 2000, we completed an initial public offering of our
common stock. The following table indicates high and low sales prices for common
stock of Mirant as reported on the New York Stock Exchange, the principal market
in which the securities are traded. Dividends of $503 million were paid to
Southern during 2000 prior to the initial public offering. On February 28, 2002,
the closing price of our common stock was $8.68. On April 2, 2001, Southern
distributed its remaining 80% interest in Mirant to Southern's stockholders.

High Low

2000

Third QUALLET . v ittt it ettt et ettt eeeeannn S 31.87 S 28.00
FoUrth QUATEEr . vt ittt ittt e ettt e eeeeeennn S 31.75 S 20.56
2001

First QUATLLET . i ittt e ettt ettt eeeeeenn S 36.00 S 20.94
SeCONd QUATLEET . v vt i ittt ettt ettt teeeeeennns S 47.20 S 27.70
Third QUATLLET . v ittt it ettt et et te e eeeeannn S 39.59 S 19.25
FoUrth QUATEEr . vt ittt ittt et ettt e teeeeenn S 29.35 S 13.16

Distribution and Redemption of Series B Preferred Stock

As part of our spin-off from Southern, we agreed to contribute our finance
and leveraged lease subsidiaries (See Note 14 to the "Notes to Consolidated
Financial Statements") to Southern. In connection with this contribution, on
August 30, 2000 we issued to Southern one share of Series B preferred stock,
redeemable at the election of us in exchange for the contribution of these
subsidiaries to Southern. On March 5, 2001, we transferred two of our
subsidiaries, SE Finance and Capital Funding, to Southern by redemption of
Southern's share of Series B preferred stock.
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Dividends

We currently intend to retain any future earnings to fund the development
and growth of our business. Therefore, we do not anticipate paying any cash
dividends on our common stock in the foreseeable future. Under our credit
facilities, our ability to pay dividends is subject to financial tests.

In 2000, we paid a cash dividend to Southern in the amount of $503 million,
funded by short-term borrowings and commercial paper borrowings. These dividends
were authorized under an order issued by the SEC, which allowed us to pay
dividends out of unearned surplus.

Holders of the preferred securities are entitled to receive cash
distributions at an annual rate of 6 1/4% of the $50 liquidation preference per
preferred security. Distributions are cumulative and began to accumulate on the
date of original issuance of the preferred securities, which was October 2,
2000. Distributions are payable quarterly in arrears on January 1, April 1, July
1 and October 1 of each year beginning January 1, 2001, unless we defer interest
payments on the debentures. In 2001, we paid cash distributions totaling
approximately $22 million and on January 2, 2002, we paid cash distributions
totaling approximately $5 million. The distributions for these securities are
included in minority interest on the consolidated statement of income.
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Item 6. Selected Financial Data

The following tables present our selected consolidated financial
information. The information set forth below should be read together with
"Management's Discussion and Analysis of Financial Condition and Results of
Operations" and our historical consolidated financial statements and the notes
thereto. The consolidated statement of income and cash flow data for the years
ended December 31, 2001, 2000, 1999, 1998 and 1997 and the selected balance
sheet data as of December 31, 2001, 2000, 1999, 1998 and 1997 are derived from
our audited consolidated financial statements, which were audited by Arthur
Andersen LLP, independent public accountants. The historical financial

information may not be indicative of our future performance and does not reflect

what the financial position and results of operations would have been had we
operated as a separate, stand-alone entity during the periods presented.

The following selected financial information should also be read in light
of the following:

o Our operating revenues declined in 1998 due to our contribution on January
1, 1998 of our power marketing and risk management activities to Mirant
Americas Energy Marketing, our marketing and risk management joint venture
with Vastar formed in September 1997. When the joint venture was formed in
September 1997, we contributed only our gas marketing and risk management
assets to the venture. Prior to the formation of the joint venture, our
marketing and risk management activities were wholly owned and
consolidated. From January 1, 1998 until August 9, 2000, the day prior to
our effective acquisition of Vastar's 40% interest in Mirant Americas
Energy Marketing, we accounted for this joint venture wunder the equity
method of accounting. For 1997, operating revenues would have been $1.768
billion 1if we had not consolidated our marketing and risk management
operations. Effective August 10, 2000, we acquired Vastar's 40% interest in
Mirant Americas Energy Marketing which is now wholly owned and consolidated

in our financial statements on a prospective basis.

o The write-down for 1998 includes write-downs of our investments in our
Argentine subsidiary, Alicura, and our Chilean subsidiary, EDELNOR, to
adjust for the difference Dbetween the carrying value of the assets and the
fair market value. The write-down for 1999, 2000 and 2001 includes further
write-downs of our investments in Alicura, prior to it being sold in 2000,
and EDELNOR, prior to it being sold in 2001, to maintain the carrying value
at the fair market wvalue as well as our interest 1in a $31 million

write-down at WPD relating to impaired metering assets.

23
o In connection with our separation from Southern, we transferred two of our
subsidiaries, SE Finance and Capital Funding, to Southern and redeemed
Southern's share of our Series B preferred stock on March 5, 2001. As a
result of the transfer, Southern has assumed responsibility for all
obligations of SE Finance and Capital Funding. On April 2, 2001, Southern
distributed its remaining 80% interest 1in Mirant to Southern's

stockholders. As a result, we have included the historical results of

operations of the related subsidiaries as a discontinued operation.

Selected Financial Data
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Income Statement Data:
Operating revenues......ouee e,

Operating expenses:
Cost of fuel, electricity and other
PrOdUCE S .. v i i ettt e e e ettt
MaintenanCe. . ...ttt
Depreciation and amortization........
Selling, general and administrative..
Impairment 10SS....uueieeeeeennnnnnns

Operating income (lOSS) «evveeeeenenn..
Other income (expense),
Interest income.........iiiiiinnnn..
Interest expense. .. ...t
Gain on sales of assets,
Equity in income of affiliates.......
Receivables recovery.......oeeeeenn..
Other,
Total other (expense) income, net..
Income (loss) from continuing operations
before income taxes and minority
interest. ...ttt e e
Provision (benefit) for income taxes:
Continuing operations................
Windfall profits tax(l).......... ...
Minority interest.......... .

from continuing operations

Income from discontinued operations, net of
income tax benefit of $3 in 2001, $20 in
2000, $15 in 1999, $22 in 1998, and $10

Income (loss)

Net dncome (10SS) v v ittt i i it eeeeennn

Earnings per share information:
Diluted:
From continuing operations...........
From discontinued operations.........

Net income (1OSS) iu i i it

24

Years Ended December 31,

2001 2000 1999 1998 19
(in millions except per share data)
$ 31,502 $ 13,315 $ 2,265 $ 1,819 S 3,
28,434 11,437 934 891 2,8
141 136 116 80
396 317 270 221 1
974 512 248 160 1
85 18 60 308
453 231 193 164 1
1,019 664 444 (5) 2
129 187 172 146 1
(560) (615) (501) (430) (3
4 20 313 41
245 196 110 135
10 - 64 29
38 50 72 29
(134) (162) 230 (50) (
885 502 674 (55) 1
260 86 129 (123)
—— —— —— —— 1
62 84 183 80
563 332 362 (12) (
5 27 10 12
$ 568 $ 359 $ 372 $ - $ (
S 1.62 $ 1.15 $ 1.33 $ (0.04) S (0.
0.01 0.09 0.04 0.04 0.
S 1.63 $ 1.24 $ 1.37 $ - $ (0

Years Ended December 31,
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2001 2000 1999 1998
Statement of Cash Flows Data: (in millions)
Cash flow from operating activities............ $ 311 S 961 S 573 S 469
Cash flow from investing activities.......... (2,859) (2,831) (2,179) (1,601)
Cash flow from financing activities............ 2,317 2,718 1,286 1,295
Other Operating Data (Unaudited):
EBITDA (2) ettt ittt et et eeeeeeeseeeeenanaeeeeneens 1,660 S 1,177 S 824 S 351

Selected Financial Data
As of December 31,

(in millions)
Balance Sheet Data:

Cash and cash equivalents.......cceeiiieeennnn. S 836 S 1,049 S 323 S 561
Property, plant and equipment, net............. 7,847 5,681 6,025 4,691
INVEeSEMENE S v i ittt e ettt et ettt ettt 2,244 1,797 1,490 1,540
Total ASSEL St ittt ittt ettt et eeaeeeeeeeennnns 22,754 24,136 13,863 12,054
Subsidiary obligated mandatorily

redeemable preferred securities(3).......... —— 950 1,031 1,033
Non-recourse debt (4) v v v v ittt it ittt it e eannn 5,932 6,136 6,202 5,101
Notes payable to Southern...................... - - - 926
Total long-term debt........ ...t eennn. 5,824 5,596 4,954 3,919
Total debt. vttt i it e e et ettt 8,483 7,086 7,152 6,027

Company obligated mandatorily

redeemable securities of a subsidiary

holding solely parent company

debentures. .. i e e e 345 345 - -
Stockholders' equUity...viiii ittt ennn. 5,498 4,136 3,102 2,642

(1) In 1997, the UK imposed a windfall profits tax on the UK's privatized

utilities.

(2) EBITDA represents our operating income (loss) plus depreciation and
amortization and our equity in income of affiliates. EBITDA excludes the
impact of minority interests. EBITDA, as defined, 1is presented because it

is a widely accepted financial indicator wused by some investors and
analysts to analyze and compare companies on the Dbasis of operating
performance. EBITDA, as defined, is not intended to represent cash flows
for the period, nor is it presented as an alternative to operating income
or as an indicator of operating performance. It should not be considered in
isolation or as a substitute for a measure of performance prepared in
accordance with GAAP in the United States and is not indicative of
operating income or cash flow from operations as determined under GAAP. Our
method of computation may or may not be comparable to other similarly
titled measures by other companies.

(3) This total of $950 million was preferred securities and capital securities
issued by special purpose financing subsidiaries held by Capital Funding,
the proceeds of which were loaned to Southern. Southern paid interest on
subordinated notes issued in favor of the financing subsidiaries, which
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payments were used to pay dividends on those preferred securities. In
addition, Southern guaranteed payments due under the terms of those
securities. These securities were non-recourse to us. In connection with

our separation from Southern, Capital Funding was transferred to Southern
on March 5, 2001.

(4) This debt is non-recourse to us but 1is recourse to the applicable
subsidiaries and their assets.
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Item 7. Management's Discussion and Analysis of Financial Condition and Results
of Operations

Effects of Certain Organizational Changes

Our financial condition and results of operations should be read in light
of the following organizational changes. Future results of operations may not be
comparable to the historical amounts presented.

Our consolidated financial statements for 2000 and 1999 include allocations
to us of certain Southern corporate assets, including pension assets;
liabilities, including profit sharing, pension and non-qualified deferred
compensation obligations; and expenses, including centralized engineering
services, legal, accounting, human resources and insurance services, information
technology services and other Southern corporate and infrastructure costs. The
expense allocations, which we believe meet the requirements of PUHCA, have been
determined on bases that Southern and we considered to be reasonable reflections
of the utilization of the services provided to us or the benefit received by us.
The expense allocation methods include relative sales, investment, headcount,
square footage, transaction processing costs, adjusted operating expenses and
others.

In connection with our separation from Southern, we transferred two of our
subsidiaries, SE Finance and Capital Funding, to Southern and redeemed
Southern's share of our Series B preferred stock on March 5, 2001. As a result
of the transfer, Southern has assumed responsibility for all obligations of SE
Finance and Capital Funding. On April 2, 2001, Southern distributed its
remaining 80% interest in Mirant to Southern's stockholders.

In March 2001, we, through our wholly owned subsidiaries, acquired 80% of
the outstanding shares of JPSCo for $201 million. JPSCo, which was
formerly owned and operated by the Jamaican government, is a vertically
integrated electric utility on the island of Jamaica. JPSCo operates under a
20-year All-Island Electric License, is under the direction of the Ministry of
Mining and Energy and is subject to monitoring and rate regulation by the Office
of Utilities Regulation.

In June 2001, we purchased an additional 18.8% interest in Bewag for
approximately $448 million. Bewag is an electric utility serving over 2 million
customers in Berlin, Germany. This additional purchase gave us a 44.8% ownership
interest in Bewag and joint control of the company with Hamburgische
Electricitaets-Werke AG. In December 2001, we announced that we had entered into
an agreement in which Vattenfall AB (or its affiliate) would buy our 44.8%
ownership interest in Bewag for approximately $1.63 billion. The sale was
completed on February 11, 2002. We received more than $1.05 billion in net
proceeds after repayment of approximately $550 million in debt associated with
our Bewag investment. The net proceeds were used for general corporate purposes,
capital expenditures and repayment of certain drawn balances on revolving credit
facilities.
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In August 2001, we acquired a 75% working interest in 18 natural gas and
0il producing fields as well as 206,000 acres of mineral rights in southern
Louisiana from Castex and a number of its affiliates for approximately $162
million. Castex, a privately held Houston-based o0il and gas producer, will
retain an interest in the properties and will continue to operate them.

In December 2001, we acquired the majority of the gas marketing business of
TransCanada for approximately $120 million. The transaction included the
purchase of the majority of TransCanada's natural gas marketing business and the
related natural gas transportation and storage contracts. TransCanada also sold
to us the "netback pool," which markets the aggregated supply from 550 Canadian
natural gas producers.

In December 2001, we completed the sale of our interest in EDELNOR for
total consideration of $4.5 million. Our sale of EDELNOR resulted in a reduction
of our long-term debt of approximately $346 million.
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Our operating revenues and expenses are primarily driven by the operations
of our controlled subsidiaries, which are consolidated for accounting purposes.
Significant consolidated subsidiaries include Mirant Americas Generation, Mirant
Americas Energy Marketing and Mirant Asia-Pacific's Philippines operations.
Investments in companies over which we exercise significant influence but do not
control are accounted for using the equity method of accounting and,
accordingly, the operating results of these entities impact other income in the
form of equity in income of affiliates. Major affiliates accounted for using the
equity method at December 31, 2001 include Bewag in Germany, WPD and WPDL in the
UK, SIPD and the Shajiao C facility in China, PowerGen and CEMIG in Brazil.

In August 2000, we acquired the remaining 40% interest in Mirant Americas
Energy Marketing, which was previously accounted for under the equity method and
is now consolidated in our financial statements, and in December 2000, we
deconsolidated WPD. Due to these and other events, some items in our financial
statements have been significantly affected and therefore affect period to
period comparisons.

The financial information presented may not be indicative of our future
financial position, results of operations or cash flows or of what our financial
position, results of operations or cash flows would have been had we been a
separate, stand-alone entity for all of the periods presented.

Results of Operations
Year Ended December 31, 2001 as Compared to Year Ended December 31, 2000
Operating revenues. Our operating revenues were $31,502 million in 2001, an

increase of $18,187 million, or 137% from 2000. The following are some of the
factors that were responsible for the increase in operating revenues:

o Revenues from generation and energy marketing products were $30,979 million
in 2001, an increase of $18,163 million, or 142% from 2000. This increase

resulted primarily from the combination of unusually high prices for
natural gas and power in the first quarter of 2001, increased market demand
for natural gas and power in the western United States and the inclusion of
revenues from Mirant Americas Energy Marketing which was consolidated in
our financial statements Dbeginning in August 2000 after we completed our
acquisition of the remaining 40% interest. The increases in revenues were
also attributable to the contribution of the plants we acquired in Maryland
and Virginia in December 2000, and the commencement of operations at our
Wisconsin plant in May 2000, at our Michigan plant in June 2001 and at our
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Texas plant for the first and second phases in June 2000 and 2001,
respectively. In addition, the 2000 amounts reflect ©provisions taken
related to revenues from our California operations under RMR contracts.

Distribution and integrated utility revenues were $475 million in 2001, a
decrease of $2 million from 2000. This decrease was attributable to the
deconsolidation of WPD effective December 2000 and was offset by operations
from JPSCo after the acquisition of our 80% interest in March 2001.

Other revenues were $48 million in 2001, an increase of $26 million, or
118% from 2000. This increase resulted primarily from higher coal sales
from our Australian coal operations and revenues related to gas and oil
production from our Castex acquisition in August 2001.

Operating expenses. Our operating expenses were $30,483 million, an

increase of $17,832 million or 141% from 2000. The following factors were
responsible for the increase in operating expenses:

o

Cost of fuel, electricity and other products was $28,434 million in 2001,
an increase of $16,997 million or 149% from 2000. This increase resulted

27

primarily from the combination of unusually high prices for natural gas in
the first quarter of 2001, increased market demand for natural gas and
power in the western United States and the inclusion of expenses from
Mirant Americas Energy Marketing which was consolidated in our financial
statements beginning in August 2000 after we completed our acquisition of
the remaining 40% interest. The 1increase was also attributable to
additional costs from the plants we acquired in Maryland and Virginia in
December 2000, our acquisition of an 80% interest of JPSCo in March 2001
and the commencement of operations at our Wisconsin plant in May 2000, at
our Michigan plant in June 2001 and at our Texas plant for the first and
second phases in June 2000 and 2001, respectively.

Maintenance expense and depreciation and amortization expenses were $537
million in 2001, an increase of $84 million or 19% from 2000. This increase
resulted primarily from the plants we acquired in Maryland and Virginia in
December 2000, the operations from JPSCo after our acquisition of an 80%
interest in March 2001 and the commencement of operations at our Wisconsin
plant in May 2000, at our Michigan plant in June 2001 and at our Texas
plant for the first and second phases in June 2000 and 2001, respectively.
The increase was offset somewhat by the deconsolidation of WPD effective
December 2000.

Selling, general and administrative expenses were $974 million in 2001, an
increase of $462 million or 90% from 2000. This increase primarily resulted
from expenses associated with the operations of the plants we acquired in
Maryland and Virginia in December 2000, the operations of JPSCo after our
acquisition of an 80% interest in March 2001 and the inclusion of Mirant

Americas Energy Marketing in our consolidated financial statements
beginning in August 2000 after completing our acquisition of the remaining
40% interest. The increase was also attributable to provisions taken in

relation to uncertainties in the California power market, provisions taken
related to amounts due from Enron as a result of their Dbankruptcy in
December 2001 and a reduction of bad debt expense in 2000 related to the
Shajiao C venture. The increase was partially offset by the deconsolidation
of WPD effective December 2000 and costs related to our transition to a
publicly traded company recorded in 2000.
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o Impairment loss was $85 million in 2001, primarily attributable to the $83
million write-off of our investment in our Chilean subsidiary, EDELNOR,
taken in 2001.

o Other operating expense was $453 million in 2001, an increase of $222
million or 96% from 2000. The majority of this increase resulted from
expenses (primarily lease expense) related to the plants we acquired in

Maryland and Virginia in December 2000, the operations from JPSCo after our
acquisition of an 80% interest in March 2001 and increased property taxes.
The increase was offset partially by the deconsolidation of WPD effective
December 2000.

Total other income (expense). Other expense was $134 million in 2001, a
decrease of $28 million or 17% from 2000. The decrease resulted primarily from
an increase in equity in income of affiliates of $49 million or 25% from 2000.
The increase was primarily due to income from WPD after its deconsolidation
effective December 2000 and income from WPD South Wales after our acquisition of
Hyder. This increase was also due to additional income from our increased
ownership in Bewag and was reduced by provisions taken at WPD related to its
investment in Teesside and by lower earnings from our Shajiao C venture as a
result of forced outages. In addition, 2000 amounts include net income from
Mirant Americas Energy Marketing prior to its consolidation in August 2000 after
we acquired the remaining 40% interest.

Provision for income taxes. The provision for income taxes was $260 million
in 2001, an increase of $174 million or 202% from 2000. This increase 1is
primarily due to the substantial increase in income generated by the Americas
Group. The increase also includes additional provisions related to our
consolidated tax position taken in 2001. The increase was offset somewhat by a
United States income tax expense in 2000 related to our investment in Bewag. As
overall domestic earnings increased, taxes associated with our permanently
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deferred earnings from our foreign subsidiaries decreased as a percent of our
total tax provision, reducing the positive impact of the permanent deferral of
foreign earnings on our effective rate as compared to 2000.

Minority interest. Minority interest was $62 million in 2001, a decrease of
$22 million or 26% from 2000. The decrease was primarily due to the
deconsolidation of WPD effective December 2000, offset by the accrued dividends
on the trust preferred securities issued in September 2000 and income from the
operations of JPSCo after our acquisition of an 80% interest in March 2001.

Earnings

Our consolidated income from continuing operations was $563 million in
2001, an increase of $231 million or 70% from 2000. Adjusting for the write-off
of our Chilean investment of $54 million taken in 2001, provisions taken by the
Americas and Europe Groups totaling $66 million related to our exposure to Enron
in 2001 as a result of their bankruptcy in December 2001 and costs of $34
million related to our transition to a publicly traded company recorded in 2000,
our income from operations was $683 million in 2001. This represents an increase
of $317 million or 87% from 2000. This excludes the net income from our
discontinued operations (SE Finance) of $5 million and $27 million in 2001 and
2000, respectively. The increase in income from continuing operations is
attributable to our business segments as follows:

Americas
Income from continuing operations for the Americas Group totaled $493
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million in 2001. This represents an increase of $316 million from 2000 and is
primarily attributable to the contribution of the plants we acquired in Maryland
and Virginia in December 2000, the operations from JPSCo after our acquisition
of an 80% interest in March 2001 and the commencement of operations at our
Wisconsin plant in May 2000, our plant in Michigan in June 2001 and the first
and second phases of our Texas plant in June 2000 and 2001, respectively. The
increase was also attributable to increased price volatility and market demand
for natural gas and power in the United States and natural gas in Canada during
the first six months of 2001. This increase was partially offset by
approximately $147 million ($245 million pre-tax) which was provided in relation
to the uncertainties in the California power market in 2001. The total amount of
provisions made during 2000 and 2001 in relation to these uncertainties was
approximately $177 million ($295 million pre-tax). As of December 31, 2001, the
total amount owed to us by the CAISO and the PX was approximately $361 million.
In addition, the increase was offset by the net write-off of $54 million ($83
million pre-tax) related to our investment in EDELNOR and $40 million ($68
million pre-tax) which was provided in relation to amounts due from Enron as a
result of their bankruptcy in December 2001. The increase was further offset by
a loss of $44 million ($74 million pre-tax) in 2001 on an energy requirements
contract primarily resulting from new market regulatory requirements. We believe
that we have adequately provided for estimated future losses under this
contract, which terminates at the end of 2003; however, we are subject to
subsequent regulatory and commercial risks under this contract and no assurance
can be given that additional losses will not occur.

Europe

Income from continuing operations from the Europe Group totaled $99 million
in 2001, an increase of $17 million from 2000. The increase is due to increased
earnings from WPD primarily from the WPD South Wales electricity distribution
business and a gain on the sale of assets, offset by the write-off of
approximately $20 million related to WPD's investment in Teesside as a result of
the Enron bankruptcy. This increase was also due to additional income from our
increased ownership in Bewag. These increases were offset by net losses from the
energy marketing operations including $6 million ($9 million pre-tax) which was
provided in relation to amounts due from Enron and its affiliates as a result of
Enron's European affiliates' insolvency in December 2001. On February 11, 2002,
we completed the sale of our interest in Bewag for approximately $1.63 billion.

Asia-Pacific
Income from continuing operations from the Asia-Pacific Group totaled $190
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million in 2001, a decrease of $14 million from 2000. The decrease in net income
includes lower earnings from our Shajiao C venture due to a forced outage and
higher earnings in 2000 as a result of a reduction of bad debt expense related
to the Shajiao C venture. These amounts were partially offset by additional
income due to the commencement of the energy supply business in the Philippines
and higher income from SIPD in 2001.

Corporate

After-tax corporate expenses produced a net loss from continuing operations
of $219 million in 2001, an increase of $88 million from 2000. The increase
reflects the dividends on the trust preferred securities, increased advertising,
additional tax provisions related to our consolidated tax position and increased
interest expense on corporate borrowings used to fund acquisitions and working
capital and various other corporate expenses. The 2000 amount includes $34
million in costs related to transitioning to a publicly traded company.

Year Ended December 31, 2000 as Compared to Year Ended December 31, 1999
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Operating revenues. Our operating revenues were $13,315 million in 2000, an

increase of $11,050 million, or 488%, from 1999. The following factors were
primarily responsible for the increases in operating revenues:

o

Revenues from generation and energy marketing products were $12,816 million
in 2000, an increase of $11,729 million, or 1079%, from 1999. This increase
resulted primarily from our acquisition of Vastar's 40% interest in Mirant
Americas Energy Marketing effective August 2000, which is now consolidated
in our financial statements. The increase in revenue was also attributable
to a full year of operations from our plants in California and New York,
increased market demand in California, as well as the commencement of
commercial operations of new plants in North America and a full year of
operations from our Sual plant in the Philippines. This increase was
reduced somewhat for provisions taken related to revenues from our
California operations under RMR contracts.

Distribution and integrated wutility revenues were $477 million in 2000, a
decrease of $666 million, or 58%, from 1999. This decrease resulted from a
reduction in revenues at WPD associated with the September 1999 sale of the
SWEB supply business.

Operating expenses. Operating expenses were $12,651 million in 2000, an

increase of $10,830 million, or 595%, from 1999. The following factors were
primarily responsible for the increases in operating expenses:

o

Cost of fuel, electricity and other products was $11,437 million in 2000,
an increase of $10,503 million, or 1125%, from 1999. This increase resulted
primarily from our acquisition of the remaining 40% of Mirant Americas
Energy Marketing, which is now consolidated in our financial statements.
This increase was also attributable to a full year of operations from our
plants in California and New York, higher natural gas prices and increased
electricity market demand in the western United States, as well as the
commencement of commercial operations of new plants in North America,
partially offset by the sale of the SWEB supply business.

Maintenance expense was $136 million in 2000, an increase of $20 million,
or 17%, from 1999. This increase was due to a full year of operations from
our plants in California and New York, commencement of commercial
operations of new plants in North America and a full year of operations
from our Sual plant in the Philippines. This increase was partially reduced
due to the deconsolidation of WPD effective December 2000.

Depreciation and amortization expense was $317 million in 2000, an increase
of $47 million, or 17%, from 1999. This increase was due to the acquisition
of the remaining 40% of Mirant Americas Energy Marketing, which is now
consolidated in our financial statements, a full year of operations from
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our plants in California and New York, commencement of commercial
operations of new plants in North America and a full year of operations
from our Sual plant in the Philippines. This increase was partially offset
by WPD's sale of the SWEB supply business and the write-down of metering
assets in 1999, as well as the deconsolidation of WPD effective December
2000.

Selling, general and administrative expense was $512 million in 2000, an
increase of $264 million, or 106%, from 1999. The increase resulted from
the acquisition of the remaining 40% of Mirant Americas Energy Marketing,
which is now consolidated in the financial statements, additional variable
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marketing costs paid to Mirant Americas Energy Marketing (prior to our
acquisition of the remaining 40% of Mirant Americas Energy Marketing from
Vastar), a full year of operations from the plants in California, New York
and Sual in the Philippines, as well as a provision taken in relation to
the California receivables. This increase was offset partially by the sale
of the SWEB supply business and a loan receivable provision recorded in
1999 that related to our operations in China, as well as the
deconsolidation of WPD effective December 2000.

Write—-down of assets was $18 million in 2000, a decrease of $42 million, or
70%, from 1999. This decrease was primarily due to the write-down of the
metering assets at WPD in 1999.

Other operating expense was $231 million in 2000, an increase of $38
million, or 20%, from 1999. The majority of this increase resulted from a
full year of operations from the plants in California and New York and
additional property taxes related to the commencement of commercial
operations of new plants in North America. This was partially reduced due
to the deconsolidation of WPD effective December 2000.

Other Income (Expense). Other expense was $162 million in 2000, an increase

of $392 million from 1999. This change was primarily due to:

Interest expense was $615 million in 2000, an increase of $114 million, or
23%, from 1999. This increase was due to interest on additional borrowings
to finance acquisitions, fund dividends paid to Southern and the
commencement of commercial operations of new plants in North America, as
well as a full year of operations from the Sual plant in the Philippines.

Net gain on sale of assets was $20 million in 2000, a decrease of $293
million, or 94%, from 1999. This decrease was primarily due to the sale of
the SWEB supply Dbusiness in 1999 that resulted in a gain of $286 million
prior to taxes and other expenses.

Equity in income of affiliates was $196 million in 2000, an increase of $86
million, or 78%, from 1999. This increase was due to income from WPD after
the deconsolidation effective December 2000, income from Mirant Americas
Energy Marketing prior to the acquisition of the remaining 40% and income
from WPD Limited after its acquisition of Hyder. In 1999 equity income from
Bewag decreased Dby $50 million as a result of provisions for employee
severance and early retirement. This was offset by increases related to the
resolution of disputes from our operations in China. In addition, there was
a devaluation of the Brazilian Real in 1999 and an increase in the tariff
granted by the government from our investment in Brazil during 2000.

Income from recovery of receivables for 2000 was $0 and $64 million for
1999. This amount represents payments made by Hopewell Holdings Ltd.
pursuant to a warranty claim settlement.

Other, net was $50 million in 2000, a decrease of $22 million, or 31%, from
1999. This decrease was primarily due to $29 million of insurance proceeds
received 1in 1999 related to the accident at the State Line facility in
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Indiana. The 2000 amount was also lower due to the deconsolidation of WPD.
This was partially offset as a result of revenue from the sale of an option
to acquire a stake in CEPA Holding Australia Pty Ltd., which expired
December 2000 and the settlement of a commercial dispute with an outside
advisor to our operations in Asia.
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Provision for Income Taxes. The provision for income taxes was $86 million
in 2000, a decrease of $43 million, or 33%, from 1999. The decrease was

primarily due to approximately $76 million of tax related to the 1999 sale of
the SWEB supply business and a favorable $20 million agreement reached at WPD in
the first quarter of 2000 with the UK's taxing authority, 1Inland Revenue. This
change was offset in 2000 by additional tax related to increased income
generated by the Americas Group, tax expense related to our transition to a
publicly traded company, as well as additional taxes related to a change in the
Asia-Pacific Group's cash repatriation strategy. The tax provision was also
lower due to the deconsolidation of WPD in December of 2000.

Minority Interest. Minority interest was $84 million in 2000, a decrease of
$99 million, or 54%, from 1999. This decrease was primarily attributable to the
sale of the SWEB supply business in the third quarter of 1999 and the
deconsolidation of WPD effective December 2000. This was offset partially by
increased income from operations in the Philippines and South America.

Earnings Our consolidated net income from continuing operations was $332 million
in 2000, a decrease of $30 million or 8% from 1999. This excludes the income
from our discontinued operations (SE Finance) of $27 million in 2000 and $10
million in 1999. The decrease is attributable to our business segments as
follows:

Americas

Net income from the Americas Group was $177 million in 2000, an increase of
$84 million, or 90%, from 1999. This increase was due to a full year of
operations from the plants in California and New York and increased market
demand on our generating units related to weather and transmission constraints.
In addition, we had strong performance from our risk management and marketing
activities in power and natural gas as well as commercial operation of new
plants in North America. This was partially offset by additional provisions
taken in relation to the California receivables and an estimated loss related to
an energy requirements contract. This difference between 2000 and 1999 was also
due to the devaluation of the Brazilian Real in 1999 and an increase in the
tariff granted by the government from our investment in Brazil in 2000. This was
partially offset by insurance proceeds related to the 1998 accident at the State
Line facility which increased 1999 net income by $14 million.

Europe

Net income from the Europe Group was $82 million in 2000, a decrease of $88
million, or 52%, from 1999. This decrease is primarily due to the sale of the
SWEB supply business in 1999, which resulted in a net gain of $78 million.
Adjusting for the sale of the SWEB supply business, net income for the year
ended December 31, 1999 would have been $92 million. The remainder of the
decrease is the result of regulatory decreases in distribution rates, lower
margins at Bewag, a fall in exchange rates and start-up costs incurred by our
European marketing and risk management activities. This was offset partially by
increased expenses in 1999 related to personnel reductions at Bewag.

Asia-Pacific
Net income from the Asia-Pacific Group was $204 million in 2000, an
increase of $29 million, or 17%, from 1999. The increase in net income is
primarily attributable to a full year of operations from the Sual plant in the
Philippines. This was partially offset by additional accrued income taxes in
2000 resulting from a change in the Asia-Pacific Group's cash repatriation
strategy.

SE Finance (Discontinued Operations)
Net income was $27 million in 2000, an increase of $17 million, or 170%,
from 1999. This increase is due to additional income from leases that were
entered into during the fourth quarter of 1999.

37



Edgar Filing: MIRANT CORP - Form 10-K405/A

32

Corporate
After—-tax corporate costs were $131 million in 2000, an increase of $55

million, or 131%, from 1999. This increase is due to costs in 2000 of $34
million related to our transition to a publicly traded company as well as
additional compensation expenses related to the change in market value of our
stock. In addition, we incurred increased interest expense related to additional
corporate debt financings between the fourth quarter of 1999 and the third
quarter of 2000 to fund acquisitions and dividends to Southern.

Liquidity and Capital Resources

Historically, we have obtained cash from operations, borrowings under
credit facilities and issuance of senior notes, proceeds from equity issuances,
capital contributions from Southern and proceeds from non-recourse project
financing. These funds have been used to finance operations, service debt
obligations, fund the acquisition, development and/or construction of generating
facilities and distribution businesses, finance capital expenditures and meet
other cash and liquidity needs.

The projects that we have developed typically required substantial capital
investment. Some of the projects and assets in which we have an interest have
been financed primarily with non-recourse debt that is repaid from the cash
flows of such project assets. Some of this debt is secured by interests in the
physical assets, major project contracts and agreements, cash accounts and, in
some cases, the ownership interest in that project subsidiary. These financing
structures are designed so that Mirant Corporation is not contractually
obligated to repay the debt of the subsidiary, that is, the debt is
"non-recourse" to Mirant Corporation and to its other subsidiaries not involved
in the project or asset. However, we have agreed to undertake limited financial
support for some of our subsidiaries in the form of limited obligations and
contingent liabilities such as guarantees of specific obligations. To the extent
we become liable under these guarantees or other agreements in respect of a
particular project or asset, we may choose to use distributions we receive from
other projects and assets or corporate borrowing capacity to satisfy these
obligations.

Operating Activities

Net cash provided by operating activities per our consoladated statements
of cash flows totaled $311 million in 2001 as compared to $961 million in 2000,
a decrease of approximately 68%. This decrease was due to the following items,
which negatively impacted our cash from operations in 2001:

o We made payments in 2001 to fuel suppliers and others of approximately $140
million, which were accrued in the prior year and related to amounts owed
to us and not collected from the CAISO and Calif