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market conditions and other factors.

If the only securities being registered on this Form are being offered
pursuant to dividend or interest reinvestment plans, please check the following
box. [ ]

If any of the securities being registered on this Form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. [X]

If this form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, please check the following box
and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering. [ 1]

If this form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. [ 1]

PROPOSED MAXIMUM PROPOSED MAXIMUM
TITLE OF EACH CLASS AMOUNT BEING OFFERING PRICE AGGREGATE OFFERING
SECURITIES TO BE REGISTERED REGISTERED PER UNIT (1) PRICE (1)
General Term Notes (R),
Series G.vewewwennnnnnn $300,000,000 100% $300,000,000

(1) Estimated solely for the purpose of calculating the registration fee.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT THAT SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) of
the Securities Act of 1933 or until the registration statement shall become
effective on such date as the Commission, acting pursuant to said Section 8 (a),
may determine.

Information contained herein is subject to completion or amendment. A
registration statement relating to these securities has been filed with the
Securities and Exchange Commission. These securities may not be sold nor may
offers to buy be accepted prior to the time the registration statement becomes
effective. This prospectus shall not constitute an offer to sell or the
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solicitation of an offer to buy nor shall there be any sale of these securities
in any jurisdiction in which such offer, solicitation or sale would be unlawful
prior to registration or qualification under the securities laws of any such

jurisdiction.

Preliminary Prospectus Dated December 12, 2001
(Subject to Completion)

[CMS ENERGY LOGO]
$300,000,000
General Term Notes (R), Series G

Due from 9 Months to 25 Years from date of issue

THE COMPANY :

- We are a leading diversified energy company operating in the United States and
selected international regions.

- CMS Energy Corporation
330 Town Center Drive
Dearborn, Michigan 48126
(313) 436-9200

THE OFFERING:

- We will offer the Notes from time to time. When we offer Notes, a pricing
supplement is filed with the Securities and Exchange Commission that describes
the terms of the Notes.

— We intend to use the proceeds of the offering for general corporate purposes.
If we decide to use the proceeds otherwise, we will indicate the use in the
applicable pricing supplement.

THE NOTES:

— Maturity: Nine months to 25 years from date of issue.

— Interest Payments: Interest on the Notes will be at a fixed rate and will be
paid monthly, quarterly or semi-annually in cash.

— Redemption: If provided in the pricing supplement, we can redeem some or all
the Notes on at least 30 days' notice.

— The Notes will be issued in $1,000 increments.

- Ranking: The Notes rank equally in right of payment with our other existing
and future senior unsecured debt.
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Price to Public 100% (1) $300, 000,000
Agent's Discount or Commission Not to exceed 4% Not to exceed $12,000
Proceeds to Us Not less than 96% Not less than $288, 00

(1) Unless we state otherwise in a pricing supplement, the price to the public
for each Note will be equal to 100% of the principal amount of the Note.

THIS INVESTMENT INVOLVES RISK. SEE "RISK FACTORS" BEGINNING ON PAGE 9.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

We will use J. W. Korth & Company as the underwriter on this offering. The
underwriters are not required to sell any specific number or dollar amount of

securities but will use their best efforts to sell the securities offered.

J. W. KORTH & COMPANY

(R) Registered service mark of J. W. Korth & Company
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WHERE TO FIND MORE INFORMATION

We file annual, quarterly and current reports, as well as other
information, with the Securities and Exchange Commission. You may read and copy
any reports or other information that we file at the SEC's public reference room
at Judiciary Plaza, 450 Fifth Street N.W., Washington, D.C. 20549. You may
obtain information on the operation of the public reference room by calling the
SEC at 1-800-SEC-0330. Our SEC filings are also available to the public from
commercial document retrieval services and on the internet at the SEC's web site
at http://www.sec.gov.

We have securities listed on the New York Stock Exchange. You can inspect
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and copy reports and other information about us at the NYSE's offices at 20
Broad Street, New York, New York 10005.

We are "incorporating by reference" information into this registration
statement. This means that we are disclosing important information to you when
we refer you to another document that we filed separately with the SEC.
Information incorporated by reference is considered to be part of this
Prospectus, unless the information is updated by information in this Prospectus.
This Prospectus incorporates by reference the documents listed below. We
encourage you to read these additional documents because these documents contain
important information about us and our finances.

SEC FILINGS

(FILE NO. 1-9513) PERIOD/DATE
- Registration Statement on Form 8-B/A November 21, 1996.
— Annual Report on Form 10-K Year ended December 31, 2000.
- Quarterly Reports on Form 10-Q Quarters ended March 31, 2001, June
30, 2001 and September 30, 2001.
- Current Reports on Form 8-K Filed February 23, 2001, May 17, 2001,

June 22, 2001, July 12, 2001, August
1, 2001, August 31, 2001, October 26,
2001 and November 2, 2001.

The documents we have filed with the SEC after the date of this Prospectus
and prior to the termination of the offering made by this Prospectus are also
incorporated by reference into this Prospectus. Any statement contained in such
document will be deemed to be modified or superseded for purposes of this
prospectus to the extent that a statement contained in this prospectus or any
other subsequently filed document modified or supersedes such statement.

This Prospectus, which is part of the offering registration statement, does
not contain all of the information found in the offering registration statement
including various exhibits and schedules. We are incorporating by reference the
offering registration statement.

We will provide at no cost, upon your oral or written request, a copy of
any or all of the information that has been incorporated by reference in the
prospectus but not delivered with the prospectus. You may request a copy of
these filings at no cost by writing or telephoning CMS Energy at the following
address:

CMS Energy Corporation

Attn: Office of the Secretary
Fairlane Plaza South, Suite 1100
330 Town Center Drive

Dearborn, Michigan 48126
Telephone: (313) 436-9200

You should rely only on the information contained in or incorporated by

reference in this Prospectus. We have not authorized anyone to provide you with
information that is different from this information.

PROSPECTUS SUMMARY
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This summary may not contain all the information that may be important to
you. You should read the entire prospectus supplement, the accompanying
prospectus and the documents incorporated by reference in this document before
making an investment decision. The terms "CMS," "CMS Energy," "Company," "Our,"
"Us" and "We" as used in this prospectus supplement and the accompanying
prospectus refer to CMS Energy Corporation and its subsidiaries.

In this document, "Bcf" means billion cubic feet, "GWh" means
gigawatt-hour, "KWh" means kilowatt-hour, "MBbls" means thousand barrels, "Mcf"
means thousand cubic feet, "MMBoe" means million barrels of oil equivalent,
"MMBbls" means million barrels, "MMcf" means million cubic feet, "MW" means
megawatts, and "Tbtu" means trillion British thermal units.

CMS ENERGY CORPORATION

We are a leading diversified energy company operating in the United States
and in selected international regions. Our two principal subsidiaries are
Consumers Energy Company and CMS Enterprises Company. Consumers is a public
utility that provides natural gas or electricity to almost 6 million of the
approximately 9.9 million residents in Michigan's lower peninsula. CMS
Enterprises, through subsidiaries, is engaged in several domestic and
international diversified energy businesses including:

Natural gas transmission, storage and processing;

Independent power production;
- 0il and gas exploration and production; and
- Energy marketing, services and trading.
OUTLOOK

CMS Energy's vision is to be an integrated energy company with a strong
asset base, supplemented with an active marketing, services and trading
capability. CMS Energy intends to integrate the skills and assets of its
business units to obtain optimal returns and to provide expansion opportunities
for its multiple existing businesses.

To achieve this vision, CMS Energy announced in October 2001, significant
changes in its business strategy in order to strengthen its balance sheet,
provide more transparent and predictable future earnings, and lower its business
risk by focusing its future business growth primarily in North America.
Specifically, the Company plans to sell non-strategic international assets,
discontinue its international energy distribution business and sell its entire
interest in its Equatorial Guinea o0il and gas production and reserves and
methanol plant. Consistent with the plan, CMS Energy has entered into a
definitive agreement to sell its entire interest in Equatorial Guinea to
Marathon 0Oil Company. CMS Energy also plans to discontinue all new development
outside North America, which includes closing all non-U.S. development offices,
except for exploration and production projects and prior commitments in the
Middle East. CMS Energy is pursuing the sale of these non-strategic and
under-performing assets. Upon the sale of these assets, the proceeds realized
may be materially different than the remaining book value of these assets. Even
though these assets have been identified for sale, management cannot predict
when, nor make any assurances that, these assets sales will occur or the
consideration to be received.

Consistent with changes in its business strategy, CMS will continue to
sharpen its geographic focus on key growth areas where it already has
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significant investments and opportunities. As a result, CMS Energy's focus will
be in North America, particularly in the United States' central corridor and in
existing operations including commitments in the Middle East. At the plan's
completion, approximately 90% of CMS Energy's assets are expected to be in North
America.

CMS Energy is currently evaluating longer-term growth initiatives,
including: acquisitions and joint wventures in CMS Energy's North American
diversified energy businesses and expanded and new North American LNG
degasification terminals.

We were incorporated in Michigan in 1987 and our World Wide Web address is
http://www.cmsenergy.com. Our web site is not part of this prospectus
supplement. Our telephone number is (313) 436-9200.

RISK FACTORS

You should carefully consider all the information set forth in this
prospectus. In particular, you should evaluate the specific risk factors set for
the under "Risk Factors" beginning on Page 9 to ensure that you understand the
risk associated with an investment in the Notes. Please be aware when reading
this Prospectus that the information contained here may have been updated or
superseded by information in reports that we have filed with the SEC.

3

THE OFFERING

We are issuing the Notes by utilizing a shelf registration process. Under
the shelf process, we may, from time to time, sell the Notes in one or more
offerings, each time providing a Prospectus Supplement with specific information
about the terms of the specific offering (a "Pricing Supplement"). The total of
all of these offerings will not exceed $300,000,000.

Each Pricing Supplement provides the specific details as to interest,
maturity, interest payment dates, redemption terms and other specific details
for the Notes that are issued through the Pricing Supplement. The terms of each
Pricing Supplement will fall within the general terms of this Prospectus, but
the Pricing Supplement will state the fixed terms for each Note. Such general
terms are indicated below:

IsSUEL . i vttt i i e CMS Energy Corporation.

Securities Offered........... $300 million principal amount of General Term
Notes (R), Series G (the "Notes").

Maturity Date..........cu... The maturity date can range from 9 months to 25
years from the issue date. Each Pricing
Supplement will state the maturity date.

Interest Rate................ Each Note will bear a fixed interest rate.
Issue Price......coviieeeen.. Each Note will be issued for 100% of the

principal amount unless the Pricing Supplement
specifies a different price.

Interest Payment Dates....... Depending on the Note, the interest may be paid
either monthly, quarterly, or semi-annually.

Repayment upon death......... For Notes with a survivor's option, if the owner
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Optional Redemption..........

Purchase after Change in

Control

Ranking. .

Use of Proceeds.......c.ooo...

Certain Covenants............

Liquidity

of the Note dies, we will repay the Note at 100%
of the face value of the Note plus accrued
interest, subject to a 120 day holding period.
The survivor's option has annual and individual
limits.

For Notes where an optional redemption is
provided, we may choose to redeem the Notes upon
not less than 30 days' notice. We will describe
the terms of any optional redemption in the
Pricing Supplement.

If we undergo a change in control, you may ask
us to repurchase your Note. We must provide you
with written notice of the change in control and
then you must tell us, in writing, that you want
us to repurchase the Note within 90 days. If you
do so, we will repurchase your Note at 101% of
the face value plus accrued interest.

The Notes are our unsecured debt securities. Any
of our secured debt will be repaid prior to the
Notes being repaid. The Notes will be paid along
with all other

4

unsecured and unsubordinated debt. As of
September 30, 2001, we had no secured debt
outstanding.

We will use the proceeds for general corporate
purposes, unless we specify otherwise in the
Pricing Supplement.

The Indenture will contain covenants that will,
among other things, limit our ability to pay
dividends, repurchase our common stock or make
other payments, incur additional liens and
engage in certain mergers, consolidations and
sale of assets.

The Notes do not trade on a public market and we
do not intend to list them on a public market,
such as the New York Stock Exchange or NASDAQ.
Your ability to trade your Note will depend on
many factors including whatever the market
conditions are at the time you try to sell your
note. In the past, non-investment grade debt,
such as the Notes, has seen great changes in the
resale attractiveness based on the then current
market conditions.

5

SELECTED HISTORICAL AND PRO FORMA FINANCIAL INFORMATION
(Subject to Completion)

The following selected historical and pro forma financial information has
been derived from our historical consolidated financial statements. We have
prepared pro forma financial information to reflect our acquisition of the
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common stock of Panhandle Eastern Pipe Line Company, Panhandle Storage Company,
Trunkline LNG Company and their subsidiaries (collectively, the "Panhandle
Companies"). Please refer to our Form 10-K for the fiscal year ended December
31, 2000, which is incorporated by reference. The financial information set
forth below should be read in conjunction with our consolidated financial
statements, related notes and other financial information incorporated by
reference in the accompanying base prospectus. See "Incorporation of Certain
Documents by Reference" in the accompanying prospectus.

YEAR ENDED DECEMBER 31,

NINE MONTH
ENDED
SEPTEMBER 3

PRO FORMA mmm—m—m—————
1998 1999 1999 (1) 2000 2000 20
(UNAUDITED) (UNAUDITED
INCOME STATEMENT DATA:
Operating revenue.......... $5,111 $5, 926 $6,039 $8, 739 $5,620 $11
Operating expenses......... 4,375 5,035 5,088 8,036 4,900 11
Pretax operating income.... 736 891 951 703 720
Income taXeS....eeeeenenenenns 102 63 71 50 78
Income (loss) from
continuing operations... 254 291 301 38 208
Discontinued operations.... (12) (14) (14) 3 4
Income (loss) before
cumulative effect of
change in accounting
principle............... 242 277 287 41 212
Cumulative effect of change
in accounting for
property taxes, net of
AR (2) ittt et e 43 - - (5) (5)
Consolidated net income.... $ 285 S 277 S 287 S 36 $ 207 S
Net income attributable to
common stocks (2)
CMS ENETgY . v e eennnnnnens S 272 S 241 (8) S 251(8) S 36 S 207 S
Class Guvwvvveiiieeennnn 13 36(9) 36(9) -— -
Average common shares
outstanding
CMS Energy....eeeeeeeee.. 102 110 110 113 111
Class G vvviiiieeeeenn 8 9(9) 9(9) —= —=
Earnings per average common
share (2)
CMS Energy
Basic...oviiiiii. $ 2.65 S 2.18(8) $ 2.27(8) $ 0.32 $ 1.86 S
Diluted............... 2.62 2.17(8) 2.26(8) 0.32 1.85 (
Class G Basic and
Diluted.......ccvvvvn... 1.56 4.21(8) (9) 4.21(8) (9) - -
Dividends declared per
common share
CMS ENETgY . v e eenennnnnens 1.26 1.39 1.39 1.46 1.095 1
Class Guevevrreennnnnnnnn 1.27 0.99(9) 0.99(9) -— -
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AS OF DECEMBER 31, AS OF SEPTEMBER 30,
1998 1999 2000 2000 2001
Balance Sheet Data:
Cash and cash equivalents......... S 101 $ 132 S 182 $ 281 $ 213
Net plant and property............ 6,040 8,121 7,835 8,165 8,095
Total assets.....ciiiiiiiiin.. 11,310 15,462 15,851 16,241 16,089
Long-term debt, excluding current
maturities........ ... .. 4,726 6,428 6,770 7,246 7,402
Non-current portion of capital
leasesS. i i e e e 105 88 54 81 57
Notes payable...... o 328 230 403 432 153
Other liabilities................. 3,304 5,097 5,130 5,049 5,232
Company-obligated mandatorily
redeemable trust preferred
securities of:
Consumers Power Company
Financing I(3)....ociveenn.. 100 100 100 100 100
Consumers Energy Company
Financing II(3)....cvuveuene... 120 120 120 120 120
Consumers Energy Company
Financing III(4)...ceueeee... —— 175 175 175 175
Consumers Energy Company
Financing IV(4)....couevee... - - - - 125
Company-obligated convertible
trust preferred securities of:
CMS Energy Trust I(5).......... 173 173 173 173 173
CMS Energy Trust II(6)......... —— 301 301 301 301
CMS Energy Trust IITI........... - - 220 220 220
Company-obligated trust preferred
securities of CMS RHINOS
Trust (7) oo i e i it i i i e e —= 250 - -— -—
Preferred stock of subsidiary..... 238 44 44 44 44
Common stockholders' equity....... 2,216 2,456 2,361 2,300 1,987

(1) The pro forma selected financial information illustrates the effects of (i)
various restructuring, realignment, and elimination of activities between
the Panhandle Companies and Duke Energy Corporation prior to the closing of
the acquisition of the Panhandle Companies by CMS Energy, (ii) the
adjustments resulting from the acquisition of the Panhandle Companies and
(iii) financing transactions which include the public issuance of $800
million of senior notes by Panhandle, $850 million of senior notes by CMS
Energy and the private sale of $250 million of trust preferred securities by
CMS Energy.

(2) During the first quarter of 1998, our subsidiary, Consumers, implemented a
change in the method of accounting for property taxes which had the
cumulative effect of increasing net income by $66 million, including $18
million attributable to the portion of our business relating to Class G
common stock. Earnings, net of tax, increased by $43 million or $.40 per
share for CMS Energy common stock and $12 million or $.36 per share for
Class G common stock.

(3) The primary asset of Consumers Power Company Financing I is $103 million

principal amount of 8.36% subordinated deferrable interest notes due 2015
from Consumers. The primary asset of Consumers Energy Company Financing II

10
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is

$124 million principal amount of 8.20% subordinated deferrable interest
notes due 2027 from Consumers.

(4) The primary asset of Consumers Energy Company Financing III is $180 million
principal amount of 9.25% subordinated deferrable interest notes due 2029
from Consumers. The primary asset of Consumers Energy Company Financing IV
is $129 million principal amount of 9.0% subordinated deferrable interest
notes due 2031 from Consumers.

(5) The primary asset of CMS Energy Trust I is $178 million principal amount of
7.75% convertible subordinated debentures due 2027 from us.

(6) The primary asset of CMS Energy Trust II is $310 million principal amount of
8.625% convertible junior subordinated deferrable interest debentures due
2004 from us.

(7) The primary asset of CMS RHINOS Trust was $258 million principal amount of
floating rate, subordinated interest notes due 2001 from us; however, these
securities were redeemed on August 22, 2000.

(8) Reflects the reallocation of net income and earnings per share as a result
of the premium on exchange of Class G common stock. As a result, CMS
Energy's basic and diluted earnings per share were reduced $.26 and $.25,
respectively, and Class G's basic and diluted earnings per share were
increased $3.31.

(9) From January 1, 1999 to October 25, 1999.
8
RISK FACTORS

In addition to the information set forth in this Prospectus, you should
carefully consider the risks described below before making an investment
decision in the Notes. The risks described below are not the only ones facing
us. Additional risks not presently known to us or that we currently deem
immaterial may also impair our business operations.
RISKS RELATED TO THE NOTES
NO PUBLIC MARKET FOR THE NOTES

There is no active trading market for the Notes and this market may never
develop. If any of the Notes are traded after their initial issuance, they may
trade at a discount from their initial offering price. Factors that could cause
the Notes to trade at a discount include:

- An increase 1in prevailing interest rates;

— A decline in our credit worthiness;

- A weakness in the market for similar securities; and

Declining general economic conditions.
POSSIBLE INABILITY TO PURCHASE NOTES UPON A CHANGE IN CONTROL

In the event of a change in control of our Company, each holder of the

11
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Notes may require us to purchase all or a portion of their Notes at a purchase
price of 101% of the principal amount, plus accrued interest. Our ability to
purchase the Notes will be limited by the terms of our other debt agreements and
our ability to finance the purchase. We cannot assure holders of the Notes that
we will be able to finance these purchase obligations or obtain consents to do
so from holders of the Notes under other debt agreements restricting these
purchases.

RISKS RELATING TO CMS ENERGY
WE HAVE SUBSTANTIAL INDEBTEDNESS THAT COULD LIMIT OUR FINANCIAL FLEXIBILITY

As of September 30, 2001, we had outstanding $4.1 billion aggregate
principal amount of indebtedness (excluding subsidiaries), none of which was
secured. None of such indebtedness would be senior to the Notes and the Notes
will not be senior to such indebtedness. On a consolidated basis, we and our
subsidiaries had approximately $8.9 billion in total indebtedness and
mandatorily redeemable trust preferred securities as of September 30, 2001. We
may incur additional indebtedness in the future. The level of our indebtedness
could have several important effects on our future operations, including, among
others:

- a significant portion of our cash flow from operations will be
dedicated to the payment of principal and interest on our
indebtedness and will not be available for other purposes;

- covenants contained in our existing debt arrangements require us to
meet certain financial tests, that may affect our flexibility in
planning for, and reacting to, changes in our business;

— our ability to obtain additional financing for working capital,
capital expenditures, acquisitions, general corporate and other
purposes may be limited;

- we may be at a competitive disadvantage to our competitors that are
less leveraged; and

— our vulnerability to adverse economic and industry conditions may
increase.

Our ability to meet our debt service obligations and to reduce our total
indebtedness will be dependent upon our future performance, which will be
subject to general economic conditions, industry cycles and financial, business
and other factors affecting our operations, many of which are beyond our
control. We cannot assure you that our business will continue to generate
sufficient cash flow from operations to service our indebtedness. If we are
unable to generate sufficient cash flow from operations, we may be required to
sell assets, to refinance all or a portion of our indebtedness or to obtain
additional financings. We cannot assure you that any such refinancing will be
possible or that additional financing will be available on commercially
acceptable terms or at all.

Covenants contained in our existing debt arrangements and guarantees limit,
among other things, the incurrence of indebtedness by CMS Energy and its
subsidiaries and require maintenance of a minimum net worth and fixed-charge
coverage ratio and a maximum debt-to-capitalization ratio. There can be no
assurance that the requirements of our existing debt arrangements or other
indebtedness will be met in the future. Failure to comply with such covenants
may result in a default with respect to the related debt and could lead to

12
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acceleration of such debt or any instruments evidencing indebtedness that
contain cross—acceleration or cross-default provisions. In such a case, there
can be no assurance that we would be able to refinance or otherwise repay such
indebtedness.

WE ARE SUBJECT TO RESTRICTIONS ON OUR ABILITY TO PAY OUR OBLIGATION AND TO PAY
OUR SHAREHOLDERS DIVIDENDS

We conduct substantially all of our operations through our subsidiaries. We
must receive dividends or other distributions from our subsidiaries or jointly
owned enterprises to meet our payment obligations. In addition, restrictions
contained in Consumers' mortgage bond indenture and preferred stock provisions
and other legal restrictions limit Consumers' ability to pay dividends or
acquire its own stock from us. As of September 30, 2001, based upon Consumers
Articles of Incorporation, its most restrictive provision, Consumers would be
able to pay an aggregate of $240 million in dividends to us. In the four years
ending December 31, 2000, Consumers paid out $966 million or 74% of its earnings
in cash dividends to us. Enterprises is also limited in the amount of dividends
it is able to pay since it is expanding its developing businesses.

WE FACE INCREASED COMPETITION, WHICH COULD REDUCE OUR MARKET SHARES AND PROFIT
MARGINS

Regulatory changes and other developments have resulted and will continue
to result in increased competition in our domestic energy businesses. Generally,
increased competition threatens our market shares in certain segments of our
business and can reduce our profit margins.

Increased competition and direct access in the electric industry. Consumers
has in the last several years experienced and expects to continue to experience
a significant increase in competition for generation services with the
introduction of retail direct access in the state of Michigan. Under Michigan's
Customer Choice and Electric Reliability Act (the, "Customer Choice Act"), all
electric customers will have the choice of electric generation suppliers by
January 1, 2002.

10

Increased competition in the gas pipeline industry. A significant portion
of our domestic revenue and cash flow comes from our interstate pipeline
business. The Federal Energy Regulatory Commission ("FERC") policy allows the
issuance of certificates authorizing the construction of new interstate
pipelines that are competitive with existing pipelines. A number of new pipeline
and pipeline expansion projects have been approved or are pending approval by
the FERC in order to transport large additional volumes of natural gas to the
Midwestern United States from Canada. These pipelines will be able to compete
with our subsidiary Panhandle Eastern Pipe Line Company's pipelines. Increased
competition could reduce the volumes of gas transported by Panhandle to their
existing markets or cause them to lower rates in order to meet competition. This
could lower the financial results of our subsidiary, Panhandle.

NEW ELECTRIC RESTRUCTURING LEGISLATION COULD ADVERSELY AFFECT OUR BUSINESS.

Federal and state regulation of the electric utility has changed
dramatically in the last two decades and could continue to change over the next
several years. These changes could adversely affect our business, financial
condition and profitability.

In June 2000, the Michigan Legislature enacted the Customer Choice Act that

became effective June 5, 2000. The Customer Choice Act first reduced residential
rates by 5%, then froze them as of the June 2000 effective date of this new

13
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legislation through December 31, 2003. All other electric rates are frozen
through December 31, 2003 without first being reduced. After that date, electric
rates are subject to a rate cap. The length of the rate cap varies depending
upon whether the customer is a residential, commercial or industrial customer,
among other determinations. Ultimately, the rate cap could extend until December
31, 2013 depending upon whether Consumers and two other utilities jointly
complete expansion of available transmission capability in the state of Michigan
of at least 2,000 MW and do not exceed the market control test established by
the legislation (a requirement with which Consumers is currently in compliance).
Under circumstances specified in the Customer Choice Act certain costs can be
deferred for future recovery after the expiration of the rate cap period.
However, the rate cap could result in Consumers being unable to collect customer
rates sufficient to fully recover its cost of doing business. Some of these
costs may be wholly or partially beyond Consumers' power to control. In
particular, to the extent Consumers may need to purchase power from wholesale
suppliers at market-based prices during the period when retail rates are frozen
or capped, it may be difficult to purchase power at prices that can be recovered
in rates. As a result, it is not certain that Consumers' can maintain its profit
margin in its electric utility business during the rate freeze over the long
run.

WE COULD INCUR SIGNIFICANT CAPITAL EXPENDITURES TO COMPLY WITH ENVIRONMENTAL
STANDARDS

We and our subsidiaries are subject to costly and increasingly stringent
environmental regulations. We expect that the cost of future environmental
compliance, especially compliance with clean air laws, will be significant.

In 1997, the Environmental Protection Agency introduced new regulations
regarding nitrogen oxide and particulate-related emissions that are the subject
of litigation. The United States Supreme Court determined that the EPA has the
power to revise the standards but that the EPA implementation plan was not
lawful. In 1998, the EPA Administrator issued final regulations requiring the
state of Michigan to further limit nitrogen oxide emissions. The EPA has also
issued additional final regulations regarding
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nitrogen oxide emissions that require certain generators, including some of
Consumers' electric generating facilities, to achieve the same emissions rate as
that required by the 1998 plan. These regulations will require Consumers to make
significant capital expenditures estimated between $470 million and $560
million, calculated in year 2001 dollars. Consumers anticipates that it will
incur these capital expenditures between 2000 and 2004. As of September 2001,
Consumers has incurred $251 million in capital expenditures to comply with these
regulations.

At some point after 2004, if new environmental standards for
multi-pollutants become effective, Consumers may need additional capital
expenditures to comply with the standards. Consumers is unable to estimate the
additional capital expenditures until the proposed standards are further
defined.

Beginning January 2004, an annual return of and on these capital
expenditures above depreciation levels are expected to be recoverable, subject

to an MPSC prudency hearing, in future rates.

These and other required environmental expenditures may have a material
adverse effect upon our financial condition and results of operations.

TERRORIST ATTACKS

14
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Since the September 11, 2001 terrorist attacks in the United States, CMS
Energy has increased security at substantially all facilities, and will continue
to evaluate security on an ongoing basis. In the future, CMS Energy may be
required to comply with potential federal and state regulatory security
measures. As a result, CMS Energy anticipates increased operating costs related
to security after September 11, 2001 that could be significant, although not
quantifiable at this time. Additionally, it is not certain that these additional
costs will be recovered in Consumers' or Panhandle's rates.

FORWARD-LOOKING STATEMENTS AND INFORMATION

This prospectus contains or incorporates by reference forward-looking
statements. From time to time, we may make statements regarding our assumptions,
projections, expectations, intentions or beliefs about future events. These
statements are intended as "Forward-Looking Statements" under the Private
Securities Litigation Reform Act of 1995. The words "believe," "expect,"
"estimate," "project," and "anticipate" or similar expressions identify
forward-looking statements. Where any forward-looking statement includes a
statement of the assumptions or bases underlying such forward-looking statement,
we caution that, while such assumptions or bases are believed to be reasonable
and are made in good faith, assumed facts or bases almost always vary from
actual results, and the differences between assumed facts or bases and actual
results can be material, depending upon the circumstances. Some of the factors
that could cause actual achievements and events to differ materially from those
expressed or implied in any forward-looking statements are:

- the ability to achieve operating synergies and revenue enhancements;

- capital and financial market conditions, including the current price
of our common stock, interest rates and availability of financing;

- market perceptions of the energy industry, our company or any of our
subsidiaries;
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- our or any of our subsidiaries' securities ratings;
- currency fluctuations and exchange controls;

- factors affecting utility and diversified energy operations such as
unusual weather conditions, catastrophic weather-related damage,
unscheduled generation outages, maintenance or repairs,
unanticipated changes to fossil fuel, nuclear fuel or gas supply
costs or availability due to higher demand, shortages,
transportation problems or other developments;

- environmental incidents;
— electric transmission or gas pipeline system constraints;

- international, national, regional and local economic, competitive
and regulatory conditions and developments;

- adverse regulatory or legal decisions, including environmental laws
and regulations;

- pace of implementation and provisions for deregulation of the
natural gas industry, whether by legislative or regulatory action;
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- federal regulation of electric sales and transmission of electricity
that grants independent power producers, electricity marketers and
other utilities "direct access" to the interstate electric
transmission systems, creating opportunities for competitors to
market electricity to our wholesale customers;

— energy markets, including the timing and extent of unanticipated
changes in commodity prices for oil, coal, natural gas, natural gas
liquids, electricity and certain related products due to higher
demand, shortages, transportation problems or other developments;

— the timing and success of business development efforts;

- potential disruption, expropriation or interruption of facilities or
operations due to accidents or political events and the ability to
get or maintain insurance coverage for such events;

- nuclear power plant performance, decommissioning, policies,
procedures, incidents and regulation, including the availability of
spent nuclear fuel storage;

- technological developments in energy production, delivery and usage;
- financial or regulatory accounting principles or policies;

- cost and other effects of legal and administrative proceedings,
settlements, investigations and claims;

- limitations on our ability to control the development or operation
of projects in which our subsidiaries have minority interests;

— other uncertainties, all of which are difficult to predict and many
of which are beyond our control; and

— The ability to efficiently sell non-strategic international assets
and discontinue our international energy distribution systems.

These and other factors are discussed more completely in our public filings
with the SEC, including our annual report on Form 10-K for the year ended
December 31, 2000 and our reports on Form 10-Q for the periods ended March 31
and June 30, 2001 and September 30, 2001.

13
The factors identified under "Risk Factors" on page S-10 are also important
factors, but not necessarily all of the important factors, that could cause
actual results to differ materially from those expressed in any forward-looking
statement made by, or on behalf of, us or our subsidiaries.
RATIO OF EARNINGS TO FIXED CHARGES
The ratios of earnings to fixed charges of CMS Energy and its consolidated

subsidiaries for each of the years ended December 31, 1996 through 2000, and for
the nine months ended September 30, 2001, are as follows:

NINE MONTHS

ENDED YEAR ENDED DECEMBER 31,
SEPTEMBER 30,  —=——— ===
2001 2000 1999 1998 1997 1996
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Ratio of earnings to fixed
charges. . vu ittt i i et et (a) (b) 1.41x 1.62x 1.78x 1.95x

(a) For the nine months ended September 30, 2001, fixed charges exceeded
earnings by $336 million. Earnings as defined include $628 million of pretax
contract losses and asset revaluations. The ratio of earnings to fixed
charges would have been 1.55x excluding these amounts.

(b) For the year ended December 31, 2000, fixed charges exceeded earnings by
$127 million. Earnings as defined include a $329 million pretax impairment
loss on the Loy Yang investment. The ratio of earnings to fixed charges
would have been 1.31x excluding this amount.

For the purpose of computing such ratios, earnings represent net income
before income taxes, net interest charges and the estimated interest portion of
lease rentals.

USE OF PROCEEDS

Unless otherwise provided in a Pricing Supplement, we will use the net
proceeds from the sale of the Notes for our general corporate purposes including
refinancing of debt, capital expenditures, investment in subsidiaries, and
working capital.

DESCRIPTION OF GENERAL TERM NOTES (R)

The Notes will be issued as a series of debt securities under an Indenture,
dated as of January 15, 1994 (such Indenture as amended or supplemented from
time to time by one or more supplemental indentures thereto, including a
supplemental indenture relating to the Notes, being referred to herein as the
"Indenture" and all debt securities hereafter issued under such Indenture being
collectively referred to herein as "Securities"), between the Company and The
JPMorgan Chase Bank, a New York banking corporation, as trustee (the "Trustee").
The Company is not limited by the Indenture as to the aggregate principal amount
of Securities it may issue. The descriptions of the Notes and the Indenture in
this Prospectus are brief summaries of the provisions contained in such
documents and do not purport to be complete. The form of the Indenture is filed
as an exhibit to the Registration Statement of which this Prospectus is a part,
and reference is made thereto for the definitive provisions of such Indenture.
The descriptions herein are
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qualified in their entirety by such reference. Certain capitalized terms used
herein without definition shall have the meanings respectively set forth in the
Indenture.

GENERAL

The Notes offered under this Prospectus are offered on a continuing basis.
Each Note will mature from 9 months to 25 years from its date of issue, as
specified in the Prospectus Supplement. The Notes will be issued without coupons
in registered form only and in increments of $1,000.

We are a holding company and our assets consist primarily of our investment

in our subsidiaries. The Securities (including the Notes) will be exclusively
our obligations, and not our subsidiaries' obligations. Our ability to service
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our indebtedness, including the Securities, depends on the earnings of our
subsidiaries and the distribution or other payment from our subsidiaries of such
earnings to us in the form of dividends, loans or advances, and repayment of
loans and advances from us. The subsidiaries are separate and distinct legal
entities and have no obligation, contingent or otherwise, to pay any amounts due
under the Securities or to make payments to us in order for us to pay the
obligations under these Notes.

A substantial portion of the consolidated liabilities of the Company have
been incurred by its subsidiaries. Therefore, the Company's rights and the
rights of its creditors, including holders of Securities, to participate in the
distribution of assets of any subsidiary upon the latter's liquidation or
reorganization will be subject to prior claims of the subsidiary's creditors,
including trade creditors, except to the extent that the Company may itself be a
creditor with recognized claims against the subsidiary (in which case the claims
of the Company would still be subject to the prior claims of any secured
creditor of such subsidiary and of any holder of indebtedness of such subsidiary
that is senior to that held by CMS Energy). As of September 30, 2001, the
Company's subsidiaries had total indebtedness for borrowed money (excluding
intercompany indebtedness) of approximately $4.8 billion.

The Notes rank on parity with all other unsecured and unsubordinated
indebtedness of the Company. As of September 30, 2001, the Company had no
secured indebtedness outstanding. However, the Company has retained the right to
secure indebtedness, subject to certain limitations. See "Certain Restrictive
Covenants —-- Limitations on Certain Liens."

The Notes will be represented by a Global Note registered in the name of
the nominee of the Depository, except under the limited circumstances described
below under "Certificated Notes." A single Global Note will represent all Notes
issued on the same day and having the same terms, including, but not limited to,
the same Interest Payment Dates, rate of interest, stated maturity and
repurchase and redemption provisions (if any). A beneficial interest in a Global
Note will be shown on, and transfers thereof will be effected only through,
records maintained by the Depository (with respect to interests of its
participants) and its participants (with respect to interests of persons other
than its participants).

Unless the applicable Pricing Supplement provides otherwise, the price at
which each Note will be issued (the "Issue Price") will be 100% of the principal
amount of the Note. Notes will not be issued as discounted securities, at prices
below stated principal amounts, or having an original issue discount for U.S.
federal income tax purposes, unless the

15
applicable Pricing Supplement so provides and, if applicable, describes

potential U.S. federal income tax consequences.

The Pricing Supplement relating to a Note will set forth, among other
things, the following terms:

- The issue date of the Note;

— The Issue Price;

- The stated maturity date of such Note;
- The annual interest rate;

— The Interest Payment Dates for such Note;
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— The Survivor's Option, if applicable;

- Any redempti
and

- Any other te
Indenture.

INTEREST

Each Note will bear
rate specified in the ap
or made available for pa
quarterly or semi-annual
Interest will be payable
close of business on the
Date; provided, however,
person to whom principal
applicable Pricing Suppl
amount of interest accru
Interest on the Notes wi
30-day months.

Monthly Interest: T
monthly interest payment
a Note is issued between
interest otherwise payab
payable on the fifteenth

Quarterly Interest:
quarterly interest payme

on option of the Company prior to the stated maturity;

rms not inconsistent with the provisions of the

interest from the date of issue at the fixed annual
plicable Pricing Supplement until the principal is paid
yment. Interest will be payable either monthly,

ly on each Interest Payment Date and at Maturity.

to the person in whose name a Note is registered at the
Regular Record Date preceding each Interest Payment
interest payable at Maturity will be payable to the
shall be payable. Unless otherwise indicated in the
ement, interest will be paid in arrears and shall be the
ed to, but excluding, the Interest Payment Date.

11 be computed on the basis of a 360-day year of twelve

he Interest Payment Dates for a Note that provides for
s shall be the fifteenth day of each calendar month. If
the first and fifteenth day of a calendar month,

le on the fifteenth day of such calendar month will be
day of the next succeeding calendar month.

The Interest Payment Dates for a Note that provides for
nts, shall be the fifteenth day of each of the months

specified in the Pricing Supplement. Interest payments will begin three months

from the Quarterly Inter

ISSUE DAY OF
CALENDAR MONTH

Before the 15th.......
The 15th..............
After the 15th........

Semi-Annual Interes
interest payments, the I
of the months

specified in the Pricing
from the Semi-Annual Int

ISSUE DAY OF
CALENDAR MONTH

est Calculation Date specified in the table below:

QUARTERLY INTEREST CALCULATION DATE

The 15th day of the previous calendar month of the Issue Date
The Issue Date
The 15th day of the calendar month of the Issue Date

t: In the case of a Note that provides for semi-annual
nterest Payment Dates shall be the fifteenth day of each
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Supplement. Interest payments will begin six months

erest Calculation date specified in the table below:

SEMI-ANNUAL INTEREST CALCULATION DATE
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Before the 15th....... The 15th day of the previous calendar month of the Issue Date
The 15th.............. The Issue Date
After the 15th........ The 15th day of the calendar month of the Issue Date

Record Date for Interest: The Regular Record Date for any Interest Payment
Date (other than at Maturity) shall be the first day (whether or not a Business
Day) of the calendar month in which such Interest Payment Date occurs. In the
case of interest payable at Maturity, the Regular Record Date shall be the date
of Maturity.

Defaulted Interest: Interest on the Notes that is not punctually paid or
duly provided for on any Interest Payment Date ("defaulted interest") shall
cease to be payable to the Holder thereof on the relevant Regular Record Date.
The Company may pay such defaulted interest to Holders of Notes in one of two
ways. First, the Company may set a Special Record Date for the payment of such
defaulted interest fixed by the Trustee. To do so, the Company must notify the
Trustee in writing of the amount of the defaulted interest not more than 15 nor
less than 10 days prior to the date of the proposed payment. The Company must
also deposit with the Trustee funds equal to the amount of the proposed payment
or make arrangements satisfactory to the Trustee for such deposit prior to the
date of the proposed payment. The second option is to pay defaulted interest in
such other lawful manner that is not inconsistent with the requirements of any
securities exchange on which the Notes are listed for trading.

REDEMPTION

A Note is not subject to redemption at the option of the Company prior to
the date, if any, fixed at the time of sale and designated as the "Initial
Redemption Date" on the face of such Note and in the applicable Pricing
Supplement hereto. If no Initial Redemption Date is indicated with respect to a
Note, such Note is not subject to redemption at the option of the Company prior
to Stated Maturity. If so specified in the applicable Pricing Supplement, on and
after the Initial Redemption Date, the related Note will be redeemable in whole
or in part in increments of $1,000, at the option of the Company, at redemption
prices declining from a specified premium, if any, to par, together with accrued
interest to the date of redemption, on notice given by the Company not more than
60 nor less than 30 days prior to the date of redemption. If less than all of
the Notes of like tenor and terms are to be redeemed, the Notes to be redeemed
will be selected by the Trustee by such method as the Trustee shall deem fair
and appropriate. Notwithstanding the foregoing however, the Company may at any
time purchase Notes at any price in the open market or otherwise. Notes so
purchased by the Company may, at the discretion of the Company, be held or
resold or surrendered to the Trustee for cancellation. The Notes will not have a
sinking fund. See "Purchase of Notes Upon Change in Control" and "Repayment Upon
Death."

With respect to Notes redeemable at the option of the Company, the
applicable Pricing Supplement will specify if the Company would be prohibited
from redeeming such Note as a part of, or in anticipation of, any refunding
operation by the application, directly or indirectly, of moneys borrowed having
an effective interest cost to the Company of less than the effective interest
cost to the Company of such Note.
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PURCHASE OF NOTES UPON CHANGE IN CONTROL
If there is a Change in Control (as defined below), each Holder of a Note

may choose to require the Company to repurchase all or any part of such Holder's
Note pursuant to the terms and conditions of the Indenture. The Company must
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select a date for repurchase no earlier than 60 days nor later than 90 days (the
"Change in Control Purchase Date") after the mailing of written notice by the
Company of the occurrence of such Change in Control. If a Holder decides to have
the Company repurchase their Note, the Company must pay a repurchase price
payable in cash equal to 101% of the principal amount of such Note plus accrued
interest to the Change in Control Purchase Date (the "Change in Control Purchase
Price").

Company's Obligations on a Change in Control:

If there is a Change in Control, the Company must notify each Holder within
30 days by mail a notice regarding the Change in Control.

The notice must state, among other things:

— That a Change in Control has occurred and that each such Holder has
the right to require the Company to repurchase all or any part of
such Holder's Notes at the Change in Control Purchase Price;

— The Change in Control Purchase Price;

— The Change in Control Purchase Date;

— The name and address of the Paying Agent; and

— The procedures that Holders must follow to cause the Notes to be
repurchased.

Holder's Obligations:

To exercise this right, a Holder must deliver a Change in Control Purchase
Notice to the Paying Agent. at the Paying Agent's office in The City of New
York, or any other office of the Paying Agent maintained for such purposes, not
later than 30 days prior to the Change in Control Purchase Date.

The Change in Control Purchase Notice shall state:

— The portion of the principal amount of any Notes to be repurchased,
which must be in increments of $1,000;

— That such Notes are to be repurchased by the Company pursuant to the
applicable change-in-control provisions of the Indenture; and

— The certificate numbers of the Notes to be repurchased, unless the
Notes are represented by one or more Global Notes.

The Holder may withdraw any Change in Control Purchase Notice by a written
notice of withdrawal delivered to the Paying Agent not later than three Business
Days prior to the Change in Control Purchase Date. The notice of withdrawal
shall state the principal amount and, if applicable, the certificate numbers of
the Notes as to which the withdrawal notice relates and the principal amount, if
any, which remains subject to a Change in Control Purchase Notice.

18

Obligations when represented by a Global Note:

If a Note is represented by a Global Note, the Depository or its nominee
will be the holder of such Note and therefore will be the only entity that can
require the Company to repurchase Notes upon a Change in Control.
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To obtain repayment with respect to such Note upon a Change in Control, the
beneficial owner of such Note must provide to the broker or other entity through
which it holds the beneficial interest in such Note:

— A Change in Control Purchase Notice signed by such beneficial owner.
The signature must be guaranteed by a member firm of a registered
national securities exchange or of the National Association of
Securities Dealers, Inc. ("NASD") or a commercial bank or trust
company having an office or correspondent in the United States; and

— Instructions to such broker or other entity to notify the Depository
of such beneficial owner's desire to cause the Company to repurchase
such Notes.

Such broker or other entity will provide to the Paying Agent:

— A Change in Control Purchase Notice received from such beneficial
owner; and

— A certificate, satisfactory to the Paying Agent from such broker or
other entity, that it represents such beneficial owner. Such broker
or other entity will be responsible for disbursing any payments it
receives upon the repurchase of such Notes by the Company.

Additional Payment Requirements for Certificated Notes:

To receive payment of the Change in Control Purchase Price for a Note in
Certificated form (a "Certificated Note") for which a Change in Control Purchase
Notice has been delivered and not withdrawn you must deliver such Note (together
with necessary endorsements) to the Paying Agent. This delivery should be made
to the Paying Agent at its office in The City of New York, or any other office
of the Paying Agent maintained for such purpose. This delivery may be made at
any time (whether prior to, on or after the Change in Control Purchase Date)
after the delivery of the Change in Control Purchase Notice. Payment of the
Change in Control Purchase Price for such Note will be made promptly following
the later of the Change in Control Purchase Date or the time of delivery of such
Note.

If the Paying Agent holds, in accordance with the terms of the Indenture,
money sufficient to pay the Change in Control Purchase Price of a Note on the
Business Day following the Change in Control Purchase Date for such Note, then,
on and after such date, interest on such Note will cease to accrue, whether or
not such Note is delivered to the Paying Agent, and all other rights of the
Holder shall terminate (other than the right to receive the Change in Control
Purchase Price upon delivery of the Note).
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Definition of Change in Control:

Under the Indenture, a "Change in Control" means an event or series of
events by which:

- CMS Energy ceases to beneficially own, directly or indirectly, at
least 80% of the total voting power of all classes of Capital Stock
then outstanding of Consumers. This situation may arise from
issuance of securities of the Company or Consumers, any direct or
indirect transfer of securities by CMS Energy or Consumers, any
merger, consolidation, liquidation or dissolution of CMS Energy or
Consumers or otherwise; or
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- Any "person" or "group" (as such terms are used in Sections 13(d)
and 14 (d) of the Exchange Act) becomes the "beneficial owner" (as
such term is used in Rules 13d-3 and 13d-5 under the Exchange Act,
except that a person or group shall be deemed to have "beneficial
ownership" of all shares that such person or group has the right to
acquire, whether such right is exercisable immediately or only after
the passage of time), directly or indirectly, of more than 30% of
the Voting Stock of CMS Energy; or

- CMS Energy consolidates with or merges into another corporation or
directly or indirectly conveys, transfers or leases all or
substantially all of its assets to any person, or any corporation
consolidates with or merges into CMS Energy, in either event
pursuant to a transaction in which the outstanding Voting Stock of
CMS Energy is changed into or exchanged for cash, securities, or
other property, other than any such transaction where:

- The outstanding Voting Stock of CMS Energy is changed into
or exchanged for Voting Stock of the surviving
corporation; and

— The holders of the Voting Stock of CMS Energy immediately
prior to such transaction retain, directly or indirectly,
substantially proportionate ownership of the Voting Stock
of the surviving corporation immediately after such
transaction.

The Indenture requires CMS Energy to comply with the provisions of Rule
13e-4 and any other tender offer rules under the Exchange Act which may then be
applicable and file Schedule 13E-4 or any other schedule required thereunder in
connection with any offer by CMS Energy to purchase Notes at the option of
Holders upon a Change in Control. The Change in Control purchase feature of the
Notes may in certain circumstances make more difficult or discourage a takeover
of CMS Energy and, thus, the removal of incumbent management. The Change in
Control purchase feature, however, is not the result of management's knowledge
of any specific effort to accumulate shares of its common stock or to obtain
control of the Company by means of a merger, tender offer, solicitation or
otherwise, or part of a plan by management to adopt a series of anti-takeover
provisions. Instead, the Change in Control purchase feature is a customary term
contained in similar debt offerings and the terms of such feature result from
negotiations between CMS Energy and the Agents. Management has no present
intention to propose any anti-takeover measures although it is possible that CMS
Energy could decide to do so in the future.

No Note may be repurchased by the Company as a result of a Change of
Control if there has occurred and is continuing an Event of Default described
under "Events of Default" below (other than a default in the payment of the
Change in Control Purchase Price with respect to the Notes). In addition, the
Company's ability to purchase Notes may be limited by its financial resources
and its inability to raise the required funds
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because of restrictions on issuance of securities contained in other contractual
arrangements.
REPAYMENT UPON DEATH (SURVIVOR'S OPTION)
The Pricing Supplement relating to any Note will indicate whether the

holder of such Note will have the Survivor's Option. SEE THE PRICING SUPPLEMENT
TO DETERMINE WHETHER THE SURVIVOR'S OPTION APPLIES TO ANY PARTICULAR NOTE.
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The Survivor's Option, if applicable, requires the Company to repay any
Note (or portion thereof) properly tendered for repayment by the representative
of the deceased owner (the "Representative"). The Representative is the person
who has authority to act on behalf of the deceased owner of the beneficial
interest of such Note under the laws of the appropriate jurisdiction. Such
person includes, without limitation, the trustee of a personal trust, the
personal representative, executor, surviving joint tenant or surviving tenant by
the entirety of such deceased beneficial owner. When the option is exercised the
Company will repay the Note at a price equal to 100% of the principal amount of
the beneficial interest of the deceased owner in such Note plus accrued interest
to the date of such repayment, subject to the limitations below. In order for a
holder to exercise the Survivor's Option, the holder or his or her
Representative must have individually or collectively held the Note for 120
days. The Company may, in its sole discretion, limit the principal amount of
Notes as to which exercises of the Survivor's Option will be accepted in any
calendar year. This limit may be by either an Annual Put Limitation and/or an
Individual Put Limitation. The Annual Put Limitation applies to the aggregate
principal amount of Notes that the Company will redeem among all holders of
Notes. The Annual Put Limitation must be at least one percent (1%) of the
outstanding principal amount of the Notes as of the end of the most recent
fiscal year, but not less than $500,000 in any such calendar year. The Company
may elect a greater amount for the Annual Put Limitation as the Company in its
sole discretion may determine for any calendar year. The Individual Put
Limitation is $100,000 or such greater amount as the Company in its sole
discretion may determine for any calendar year. The Individual Put Limitation
applies to the aggregate principal amount of Notes (or portions thereof) as to
which exercise of the Survivor's Option will be accepted in such calendar year
with respect to any individual deceased owner of beneficial interests in such
Notes.

Moreover, the Company will not make principal repayments pursuant to
exercise of the Survivor's Option in amounts that are less than $1,000. In the
event that the limitations described in the preceding paragraph would result in
the partial repayment of any Note, the principal 