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$250,000,000

2.875% CONVERTIBLE SENIOR NOTES DUE 2024

The Notes will bear interest at the rate of 2.875% per year. Interest on the
Notes is payable on June 1 and December 1 of each year, beginning on June 1,
2005. The Notes are convertible by Holders into cash and shares of our common
stock, unless we have previously redeemed the Notes or unless the Notes have

matured, under the following circumstances: (1) the price of our common stock
issuable upon conversion reaches specified thresholds described in this
prospectus supplement; (2) if we call the Notes for redemption; (3) upon the

occurrence of specified corporate transactions described in this prospectus
supplement; or (4) subject to certain exceptions, during the five business
day period after any ten consecutive trading day period in which the trading
price per Note for each day of the ten consecutive trading day period was
less than 95% of the product of the closing sale price of our common stock
and the conversion rate of such Note.

Holders may convert any outstanding Notes into cash and shares of our common
stock at an initial conversion price per share of $14.75. This represents a
conversion rate of approximately 67.7966 shares of common stock per $1,000
principal amount of Notes. Subject to certain exceptions, at the time Notes
are tendered for conversion, the value (the "conversion value") of the cash
and shares of our common stock, if any, to be received by a Holder converting
$1,000 principal amount of the Notes will be determined by multiplying the
conversion rate by the ten day average closing stock price, which equals the
average of the closing per share prices of our common stock on the New York
Stock Exchange on the ten consecutive trading days beginning on the second
trading day following the day the Notes are submitted for conversion. We will
deliver the conversion value to holders as follows: (1) an amount in cash
(the "principal return") equal to the lesser of (a) the aggregate conversion
value of the Notes to be converted or (b) the aggregate principal amount of
the Notes to be converted; and (2) if the aggregate conversion value of the
Notes to be converted is greater than the principal return, an amount in

shares (the "net shares"), determined as set forth below, equal to such
aggregate conversion value less the principal return (the "net share
amount") . We will pay the principal return and deliver the net shares, if

any, as promptly as practicable after determination of the net share amount.
The number of net shares to be paid will be determined by dividing the net
share amount by the ten day average closing stock price.

The Notes will mature on December 1, 2024. We may redeem some or all of the
Notes at any time after December 7, 2011 at a redemption price, payable in
cash, of 100% of the principal amount of the Notes, plus accrued and unpaid
interest up to but not including the date of redemption. Holders may require
us to repurchase all or a portion of their Notes on December 1, 2011,
December 1, 2014 and December 1, 2019 at 100% of the principal amount of the
Notes, plus accrued and unpaid interest up to but not including the date of
repurchase, payable in cash. The redemption prices are described under the
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caption "Description of the Notes--Optional Redemption."

The Notes will be our unsecured obligations and will rank equally with all of
our other unsecured senior indebtedness. Under certain circumstances, Holders
of the Notes will have the right to require us to repurchase all or any part
of their Notes at a repurchase price equal to 100% of the principal amount of
the Notes, plus accrued and unpaid interest to but excluding the repurchase
date.

We have granted the underwriters named in this prospectus supplement an
option to purchase up to an additional $37.5 million principal amount of
Notes to cover over-allotments, if any.

We do not intend to apply for listing of the Notes or for inclusion of the
Notes in any automated quotation system.

Our common stock is listed on the New York Stock Exchange under the symbol
"CMS". The last reported price of the common stock on December 7, 2004, was
$10.17 per share.

UNDERWRITING
PRICE TO INVESTORS (1) DISCOUNT

Per Note $1,000 $27.50
Total $250,000,000 $6,875,000

(1) Plus accrued interest from December 13, 2004, if settlement occurs after
that date.

INVESTING IN THE NOTES AND OUR COMMON STOCK ISSUABLE UPON THEIR CONVERSION
INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING ON PAGE S-20.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF
THIS PROSPECTUS SUPPLEMENT OR THE ACCOMPANYING PROSPECTUS IS TRUTHFUL OR
COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The Notes are expected to be delivered through the book-entry facilities of
The Depository Trust Company in New York City on or about December 13, 2004

against payment therefor.

The underwriters expect to deliver the Notes to purchasers on or about
December 13, 2004.

Joint Book-Running Managers

DEUTSCHE BANK SECURITIES JPMORGAN WACHOVIA SECURITIES
CITIGROUP MERRILL LYNCH & CO.
WEDBUSH MORGAN SECURITIES INC. BARCLAYS CAPITAL

December 8, 2004
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YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN THIS DOCUMENT OR TO
WHICH WE HAVE REFERRED YOU. WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH
INFORMATION THAT IS DIFFERENT. THIS DOCUMENT MAY ONLY BE USED WHERE IT IS LEGAL
TO SELL THESE SECURITIES. THE INFORMATION IN THIS DOCUMENT MAY ONLY BE ACCURATE
ON THE DATE OF THIS DOCUMENT.

ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus
supplement, which describes the terms of this offering of Notes and also adds to
and updates information contained in the accompanying prospectus and the
documents incorporated by reference into the accompanying prospectus. The second
part is the accompanying prospectus, which
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contains a description of the securities registered by us. To the extent there
is a conflict between the information contained or incorporated by reference in
this prospectus supplement, on the one hand, and the information contained in
the accompanying prospectus or any document incorporated by reference therein,
on the other hand, the information in this prospectus supplement shall control.

This prospectus supplement and the accompanying prospectus are part of a
registration statement that we filed with the Securities and Exchange Commission
("SEC") using a "shelf" registration process. Under the registration statement,
we may sell securities, including Notes, up to a dollar amount of
$2,000,000,000, of which this offering is a part.

FORWARD-LOOKING STATEMENTS AND INFORMATION

This prospectus supplement contains forward-looking statements as defined
in Rule 175 under the Securities Act of 1933, as amended (the "SECURITIES ACT")
and Rule 3b-6 under the Securities Exchange Act of 1934, as amended (the
"EXCHANGE ACT") and relevant legal decisions. Our intention with the use of such
words as "may," "could," "anticipates," "believes," "estimates," "expects,"
"intends, " "plans" and other similar words is to identify forward-looking
statements that involve risk and uncertainty. We designed this discussion of
potential risks and uncertainties to highlight important factors that may impact
our business and financial outlook. We have no obligation to update or revise
forward-looking statements regardless of whether new information, future events
or any other factors affect the information contained in the statements. These
forward-looking statements are subject to various factors that could cause our
actual results to differ materially from the results anticipated in these
statements. Such factors include our inability to predict and/or control:

— capital and financial market conditions, including the price of our
common stock and the effect of such market conditions on our pension
plan, interest rates and access to the capital markets, as well as
availability of financing to us, Consumers Energy Company, our
wholly-owned subsidiary ("CONSUMERS"), or any of our affiliates, and the
energy industry;

- market perception of the energy industry, us and Consumers, or any of our
affiliates;

- credit ratings of us, Consumers or any of our affiliates;
— currency fluctuations, transfer restrictions 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, environmental
incidents or electric transmission or gas pipeline system constraints;

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

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

- the extent of favorable regulatory treatment and regulatory lag
concerning a number of significant questions presently before the
Michigan Public Service Commission ("MPSC") relating to the Customer
Choice Act, including:

- recovery of stranded costs incurred due to customers choosing
alternative energy suppliers;
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- recovery of Clean Air Act costs and other environmental and
safety-related expenditures;

- power supply and natural gas supply costs when energy supply and oil
prices are rapidly increasing;

— timely recognition in rates of additional equity investments in
Consumers; and

- adequate and timely recovery of additional electric and gas rate-based
expenditures;

— the impact of adverse natural gas prices on the Midland Cogeneration
Venture Limited Partnership (the "MCV PARTNERSHIP") investment,
regulatory decisions concerning the MCV Partnership resource conservation
plan ("RCP") and regulatory decisions that limit our recovery of capacity
and fixed energy payments;

— federal regulation of electric sales and transmission of electricity,
including re-examination by federal regulators of the market-based sales
authorizations by which our subsidiaries participate in wholesale power
markets without price restrictions;

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

- the generally accepted accounting principles requirement that we utilize
mark-to-market accounting on certain of our energy commodity contracts,
and possibly other types of contracts in the future, which may have, in
any given period, a significant negative effect on earnings, which could
change dramatically or be eliminated in subsequent periods or could add
to earnings volatility;

— potential disruption, expropriation or interruption of facilities or
operations due to accidents, war, terrorism or changing political
conditions and the ability to obtain 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;

— achievement of capital expenditure and operating expense goals;

— changes in financial or regulatory accounting principles or policies;

- outcome, cost and other effects of legal and administrative proceedings,
settlements, investigations and claims, including particularly claims,
damages and fines resulting from round-trip trading and inaccurate

commodity price reporting, including investigations by the U.S.
Department of Justice regarding round-trip trading and price reporting;
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- limitations on our ability to control the development or operation of
projects in which our subsidiaries have a minority interest;

— disruptions in the normal commercial insurance and surety bond markets
that may increase costs or reduce traditional insurance coverage,
particularly terrorism and sabotage insurance and performance bonds;

— the efficient sale of non-strategic or under-performing domestic or
international assets and discontinuation of certain operations;

— other business or investment considerations that may be disclosed from
time to time in our or Consumers' SEC filings or in other publicly issued
written documents;

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

— the factors identified under "Risk Factors" beginning on page S-20.

These are 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.

WHERE YOU CAN FIND MORE INFORMATION

We file reports, proxy statements and other information with the SEC under
File No. 1-9513. Our SEC filings are available over the Internet at the SEC's
web site at http://www.sec.gov. You may also read and copy any document we file
at the SEC's public reference room at 450 Fifth Street N.W., Room 1024,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for more
information on the public reference rooms and their copy charges. You may also
inspect our SEC reports and other information at the New York Stock Exchange, 20
Broad Street, New York, New York 10005. You can find additional information
about us, including our Annual Report on Form 10-K/A for the year ended December
31, 2003 and our Quarterly Reports on Form 10-Q for the quarters ended March 31,
2004, June 30, 2004 and September 30, 2004, on our web site at
http://www.cmsenergy.com. The information on this web site is not a part of this
prospectus supplement and the accompanying prospectus.

We are "incorporating by reference" information into this prospectus
supplement and the accompanying prospectus. This means that we are disclosing
important information by referring to another document filed separately with the
SEC. The information incorporated by reference is deemed to be part of this
prospectus supplement and the accompanying prospectus, except for any
information superseded by information in this prospectus supplement and the
accompanying prospectus. This prospectus supplement and the accompanying
prospectus incorporate by reference the documents set forth below that we have
previously filed with the SEC. These documents contain important information
about us and our finances.

— Annual Report on Form 10-K/A for the year ended December 31, 2003 filed
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on July 21, 2004

- Quarterly Report on Form 10-Q for the quarter ended March 31, 2004 filed
on May 7, 2004, Quarterly Report on Form 10-Q for the quarter ended June
30, 2004 filed on August 6, 2004 and Quarterly Report on Form 10-Q for
the quarter ended September 30, 2004 filed on November 4, 2004

— Current Reports on Form 8-K filed on January 22, 2004, March 18, 2004,
April 14, 2004, June 3, 2004, August 20, 2004, August 31, 2004, September
1, 2004, October 6, 2004, October 12, 2004, October 13, 2004, October 19,
2004, November 9, 2004 and December 6, 2004

The documents filed by us with the SEC pursuant to Section 13(a), 13(c), 14
or 15(d) of the Exchange Act after the date of this prospectus supplement, until
the offering of the Notes and the common stock issuable upon conversion thereof
pursuant to this prospectus supplement is terminated, are also incorporated by
reference into this prospectus supplement and the accompanying prospectus. Any
statement contained in such document will be deemed to be modified or superseded
for purposes of this prospectus supplement and the accompanying prospectus to
the extent that a statement contained in this prospectus supplement and the
accompanying prospectus or any other subsequently filed document modifies or
supersedes such statement.

We will provide, upon your oral or written request, a copy of any or all of
the information that has been incorporated by reference in this prospectus
supplement and the accompanying prospectus but not delivered with this
prospectus supplement and the accompanying

prospectus. You may request a copy of these filings at no cost by writing or
telephoning us at the following address:

CMS Energy Corporation

One Energy Plaza

Jackson, Michigan 49201

Tel: (517) 788-0550

Attention: Office of the Secretary

SUMMARY

This summary may not contain all the information that may be important to
you. You should read this prospectus supplement and the documents incorporated
by reference into this prospectus supplement in their entirety before making an
investment decision. The terms "CMS," "CMS ENERGY," "OUR," "US" and "WE" as used
in this document refer to CMS Energy Corporation and its subsidiaries as a
combined entity, except where it is made clear that such term means only CMS
Energy Corporation.

In this document, "BCF" means billion cubic feet, "GWH" means
gigawatt-hour, "KWH" means kilowatt-hour and "MW" means megawatts.

CMS ENERGY CORPORATION
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CMS Energy, formed in Michigan in 1987, is an integrated energy holding
company operating through subsidiaries in the United States and in selected
markets around the world. Its two principal wholly-owned subsidiaries are
Consumers and CMS Enterprises Company ("ENTERPRISES"). Consumers is a public
utility that provides natural gas and/or electricity to almost 6.5 million of
Michigan's 10 million residents and serves customers in 61 of the 68 counties in
Michigan's Lower Peninsula. Enterprises, through subsidiaries, is engaged in
several energy businesses in the United States and in selected international
markets.

Our assets and services include: electric and natural gas utility
operations; independent power production; natural gas transmission, storage and
processing; and international energy distribution. Our principal businesses are:

— Consumers' electric utility, which owns and operates 30 electric
generating plants with an aggregate of 6,431 MW of capacity and serves
1.77 million customers in Michigan's Lower Peninsula;

— Consumers' gas utility, which owns and operates over 27,463 miles of
transmission and distribution lines throughout the Lower Peninsula of
Michigan, providing natural gas to 1.67 million customers;

- CMS Generation Co. ("CMS GENERATION"), a wholly-owned subsidiary of
Enterprises that has ownership interests in independent power plants in
operation with 6,766 gross MW (3,157 net MW) throughout the United States
and abroad. The plants are located in the U.S., Argentina, Chile, Ghana,
India, Jamaica, Morocco and the United Arab Emirates. CMS Generation also
has ownership interests in the Shuweihat power plant, which is under
construction in the United Arab Emirates, and the Saudi Petrochemical
Company power plant, which is under construction in the Kingdom of Saudi
Arabia. These plants total approximately 1,784 gross MW (420 net MW) of
electric generation; and

- CMS Gas Transmission Company ("CMS GAS TRANSMISSION"), a wholly-owned
subsidiary of Enterprises that owns an interest in and operates natural
gas pipelines in various locations in North America (aggregating 265
miles) and South America (aggregating 4,330 miles). The pipelines are
located in the U.S., Argentina and Chile. It also owns gathering systems
and processing facilities.

In 2003, we had consolidated operating revenue of approximately $5.5
billion.

Our principal executive offices are located at One Energy Plaza, Jackson,
Michigan 49201 and our telephone number is (517) 788-0550.

RECENT DEVELOPMENTS

THIRD QUARTER RESULTS OF OPERATIONS

RESTATED

THREE MONTHS ENDED SEPTEMBER 30, 2004 2003 CHANGE

UNAUDITED, IN MILLIONS
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(EXCEPT FOR PER SHARE

AMOUNTS)
NEet TNCOME (LOSS) vttt ittt ettt ettt ettt et eeeeneeenns S 59 S (69) S 128
Preferred Dividends. ...... it i i inneeeeeeeeeeennnneeeenns $ 3 - S 3
Net Income (Loss) Available to Common Stock.............. S 56 S (69) $ 125
Basic Earnings (LosSsS) Per Share......c..iiieeeennneeeeenns $0.35 $(0.46) $0.81
Diluted Earnings (Loss) Per Share........ueeeeeeneeeeenns $0.34 $(0.406) $50.80
Electric ULLlaty . e e ittt et e e ettt et ettt ettt S 49 $ 59 S (10)
(7= G & e s I (11) (19) 8
0 o Nl ay ol = = 59 (24) 83
Corporate interest and other......... .. ... (49) (87) 38
Discontinued OperationS. ...t i i ettt teeeeeeeeennneenens 8 2 6
CMS Energy Net Income (Loss) Available to Common Stock... $ 56 S (69) $ 125

For the three months ended September 30, 2004, our net income available to
common stock was $56 million, compared to a net loss available to common stock
of $69 million for the three months ended September 30, 2003. The $125 million
increase primarily reflects:

a $35 million net gain from the 2004 sale of our Parmelia business and
our interest in Goldfields;

— a $24 million reduction in corporate interest expense;

— an $8 million increase in net income at our gas utility primarily due to
the 2004 annual unbilled gas revenue analysis increase in gas revenues
versus the 2003 analysis reduction in gas revenues;

- a $7 million increase in net income at CMS Marketing, Services and
Trading Company (now known as CMS Energy Resource Management Company)
("CMS MST" or "CMS ERM") primarily due to the absence of losses
associated with wholesale gas and power contracts sold in 2003;

— a $6 million reduction in funded benefits expense due to the OPEB plans
accounting for the Medicare Prescription Drug, Improvement, and
Modernization Act of 2003 and the positive impact of prior year pension
plan contributions on pension plan asset returns;

- the absence in 2004 of a $46 million net impairment charge related to our
international energy distribution business recorded in 2003; and

- the absence in 2004 of a $19 million debt retirement charge recorded in
2003.

These increases were offset partially by:
— a $10 million reduction in net income at our electric utility primarily
due to reduced tariff revenues equivalent to Big Rock nuclear

decommissioning surcharges, milder weather and decreased sales margins
from deliveries to customers choosing alternative electric suppliers;

- a $7 million reduction in earnings from our equity method investments;
and
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— a $3 million declaration and payment of CMS Energy preferred dividends.
STRANDED COST ORDER

On November 23, 2004, the MPSC issued an order authorizing Consumers to
collect its combined 2002 and 2003 "net" stranded costs under the Customer
Choice Act, of approximately $63.2 million. The amount, including interest at an
annual rate of 7 percent, will be collected through use of a stranded cost
recovery charge of 1.2 mills per kilowatt-hour starting in December 2004 until
fully collected. The order also approved a methodology for the calculation of
stranded costs.

2003 GAS RATE CASE AND 2001 GAS DEPRECIATION CASE

On December 2, 2004, the MPSC issued orders in Consumers' rehearing
requests stemming from MPSC orders issued October 14, 2004 regarding Consumers'
2003 gas rate case and the 2001 gas depreciation case.

Regarding the 2003 gas rate case, the MPSC issued an order clarifying the
method of computing Consumers' rate of return on common equity, for purposes of
whether the rate of return on common equity exceeds the authorized 11.4 percent
rate, consistent with Consumers' rehearing request. The MPSC held that (i) the
actual current level of equity invested in Consumers should be used and (ii)
actual (not weather—-normalized) results should be used for the rate of return
calculation required by the October 14, 2004 order.

Regarding the 2001 gas depreciation case, the MPSC issued an order
approving Consumers' rehearing request that the book depreciation rates be
restored to the levels set forth in the MPSC's December 18, 2003 interim gas
rate relief order, effective and retroactive to October 14, 2004.

THE OFFERING
IssSUCr . ittt it i i i e e CMS Energy Corporation.

Securities Offered............ $250 million aggregate principal amount of
2.875% Convertible Senior Notes due 2024 (the
"NOTES") to be issued under the indenture dated
as of September 15, 1992 between us and J.P.
Morgan Trust Company, N.A. (successor to NBD

Bank, National Association), as trustee (the
"TRUSTEE"), and as amended and supplemented
from time to time (the "SENIOR DEBT
INDENTURE") . We have also granted the

underwriters an option to purchase an
additional $37.5 million aggregate principal
amount of the Notes to cover over-allotments,
if any.

Issue Price......couoiiieeenenn. Each Note will be issued at a price of $1,000
per Note, plus accrued interest, if any, from
December 13, 2004.

MatuUrity. e e e ettt iie et e e December 1, 2024.

Interest Rate.............. ... The Notes will bear interest at the rate of

10
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Optional Redemption...........

Conversion Rights

2.875% per year semiannually in arrears on June
1 and December 1, commencing on June 1, 2005,
and at maturity.

We estimate that the proceeds of the offering
of the Notes, after deducting underwriters'
discounts and commissions and offering
expenses, will aggregate approximately $243
million (assuming no purchase under the
underwriters' option). We intend to use the
proceeds of this offering to redeem the $180
million principal amount of outstanding 7%
Extendible Tenor Rate-Adjusted Securities (the
"X-TRAS"), plus accrued but unpaid interest and
any associated option payment, and for general
corporate purposes. See "Use of Proceeds."

Prior to December 7, 2011, the Notes will not
be redeemable. On or after December 7, 2011, we
may redeem for cash all or part of the Notes at
any time, upon not less than 30 nor more than
60 days' notice before the redemption date by
mail to the Trustee, the paying agent and each
holder of the Notes (a "HOLDER"), for a price
equal to 100% of the principal amount of the
Notes to be redeemed plus any accrued and
unpaid interest to but not including the
redemption date. See "Description of the
Notes—-Optional Redemption."

Holders may convert their Notes prior to
maturity, in multiples of $1,000 principal
amount, into cash and shares of our common
stock under any of the following circumstances:

- during any calendar quarter (and only during
such calendar quarter) if the last reported
sale price of our common stock for at least
20 trading days during the period of 30
consecutive trading days ending on the

last trading day of the previous calendar quarter is greater than or equal to
120% of the conversion price per share of our common stock on such last trading

day;

- subject to certain exceptions, during the
five business day period after any ten
consecutive trading day period in which the
trading price per Note for each day of the
ten trading day period was less than 95% of
the product of the closing sale price of our
common stock and the applicable conversion
rate of such Note; provided, however, a
Holder may not convert its Notes if the
average closing sale price of our common
stock for such ten consecutive trading day
period was between the then current

11
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conversion price on the Notes and 120% of the
then applicable conversion price on the
Notes;

- if we call the Notes for redemption as
described in this prospectus supplement; or

— upon the occurrence of specified corporate
transactions described under "Description of
the Notes--Conversion Rights--Conversion Upon
Specified Corporate Transactions."

Upon the occurrence of any of the circumstances
described above, Holders may convert any
outstanding Note into cash and shares of our
common stock at an initial conversion rate of
67.7966 shares of common stock per $1,000
principal amount of Notes (equivalent to an
initial conversion price of $14.75 per share of
common stock) at any time prior to the close of
business on November 30, 2024. This represents
a conversion rate of approximately 67.7966
shares of common stock per $1,000 principal
amount of Notes. The conversion rate and the
equivalent conversion price in effect at any
given time are referred to as the "APPLICABLE
CONVERSION RATE" and the "APPLICABLE CONVERSION
PRICE," respectively, and will be subject to
adjustment as described below. Subject to
certain exceptions, once Notes are tendered for
conversion, the value (the "CONVERSION VALUE")
of the cash and shares of our common stock, if
any, to be received by a Holder converting
$1,000 principal amount of the Notes will be
determined by multiplying the conversion rate
by the ten day average closing stock price. We
will deliver the conversion value to Holders as
follows: (1) an amount in cash (the "PRINCIPAL
RETURN") equal to the lesser of (a) the
aggregate conversion value of the Notes to be
converted and (b) the aggregate principal
amount of the Notes to be converted; (2) if the
aggregate conversion value of the Notes to be
converted 1is greater than the principal return,
an amount in whole shares (the

"NET SHARES"), determined as set forth below,
equal to such aggregate conversion value less
the principal return (the "NET SHARE AMOUNT") ;
and (3) an amount in cash in lieu of any
fractional shares of common stock. We will pay
the principal return and cash in lieu of
fractional shares and deliver the net shares,
if any, as promptly as practicable after
determination of the net share amount. The
number of net shares to be paid will be
determined by dividing the net share amount by

12
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the ten day average closing stock price. The
"TEN DAY AVERAGE CLOSING STOCK PRICE" will be
the average of the closing per share prices of
our common stock on the New York Stock Exchange
on the ten consecutive trading days beginning
on the second trading day following the day the
Notes are submitted for conversion.

As described in this prospectus supplement, the
conversion rate may be adjusted for certain
reasons, but it will not be adjusted for
accrued and unpaid interest. Except as
otherwise described in this prospectus
supplement, Holders will not receive any
payment representing accrued and unpaid
interest, if any, upon conversion of a Note.
Notes called for redemption may be surrendered
for conversion prior to the close of business
on the second Business Day (as defined under
"Description of the Notes--Certain
Definitions") immediately preceding the
redemption date.

If we declare a cash dividend or cash
distribution to all or substantially all of the
holders of our common stock, the applicable
conversion rate shall be increased to equal the
number determined by multiplying the applicable
conversion rate in effect immediately prior to
the record date for such dividend or
distribution by the following fraction:

(pre—-dividend sale price)

(pre—-dividend sale price - dividend adjustment
amount)

provided that if the denominator of the
foregoing fraction is less than $1.00
(including a negative amount), then, in lieu of
any adjustment, we shall make adequate
provision so that each Holder of Notes shall
have the right to receive upon conversion, in
addition to the cash and shares of common stock
issuable upon such conversion, the amount of
cash such Holder would have received had such
Holder converted its Notes solely into shares
of our common stock at the then applicable
conversion rate immediately prior to the record
date for such cash dividend or cash
distribution. "PRE-DIVIDEND SALE PRICE" means
the average of the last reported sale price of
our common stock price for the five consecutive
trading days ending on the trading day
immediately preceding the record date for such
dividend or distribution. "DIVIDEND
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the Holder..........

Fundamental Change............

Change of
Provision

Control Make-Whole

ADJUSTMENT AMOUNT" means the full amount of the
dividend or distribution to the extent payable
in cash applicable to one share of our common
stock.

Holders have the right to require us to
purchase all or any portion of the Notes for
cash on December 1, 2011, December 1, 2014 and
December 1, 2019. In each case, we will pay a
purchase price equal to 100% of the principal
amount of the Notes to be purchased plus any
accrued and unpaid interest to but excluding
such purchase date. See "Description of the
Notes——-Purchase of Notes by Us at the Option of
the Holder."

If we undergo a Fundamental Change (as defined
under "Description of the Notes--Fundamental
Change Requires Purchase of Notes by Us at the
Option of the Holder") prior to December 1,
2011, Holders will have the right, at their
option, to require us to purchase any or all of
their Notes for cash, or any portion of the
principal amount thereof that is equal to
$1,000 or an integral multiple of $1,000. The
cash price we are required to pay is equal to
100% of the principal amount of the Notes to be
purchased plus accrued and unpaid interest, if
any, to the Fundamental Change purchase date.
See "Description of the Notes—--Fundamental
Change Requires Purchase of Notes by Us at the
Option of the Holder."

If you elect to convert your Notes in
connection with a corporate transaction as
described under "Description of the
Notes——-Conversion Rights—--Conversion Upon
Specified Corporate Transactions" that occurs
on or prior to December 1, 2011 that
constitutes a Fundamental Change as defined
under "Description of the Notes--Fundamental
Change Requires Purchase of Notes by Us at the
Option of the Holder" (other than a Fundamental
Change relating to the composition of the CMS
Energy board of directors (the "BOARD OF
DIRECTORS")) and 10% or more of the fair market
value of the consideration for the shares of
common stock in the corporate transaction
consists of (i) cash, (ii) other property or
(1ii) securities that are not traded or
scheduled to be traded immediately following
such transaction on a U.S. national securities
exchange or the NASDAQ National Market, we will
increase the applicable conversion rate for the
Notes surrendered for conversion, which will
increase the number of shares of our common
stock issuable upon conversion. The number of
additional shares a Holder will receive and the
applicable conversion rate upon such
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Fundamental Change is determined by the table
found in "Description of the Notes--Conversion
Rights—--Adjustment to Conversion

Cash Take-Over Transaction by

a Public Company..............

Ranking..........

Certain Covenants

Rate upon the Occurrence of a Cash Take-Over
Transaction."

A public company change of control is a cash
take-over transaction where we would be
required to increase the conversion rate and
the acquirer has a class of equity securities
traded on a U.S. national securities exchange
or quoted on the NASDAQ National Market. Upon
the occurrence of a cash take-over transaction
that constitutes a public company change of
control, in lieu of increasing the conversion
rate, we may elect to change the conversion
right so that Holders of the Notes will be
entitled to convert their Notes into the
acquirer's common stock. See "Description of
the Notes--Conversion Rights--Conversion After
a Public Acquirer Change of Control."

The Notes will be unsecured and unsubordinated
senior debt securities of ours ranking equally
with our other unsecured and unsubordinated
indebtedness. As of September 30, 2004, we had
outstanding approximately $2.7 billion
aggregate principal amount of indebtedness,
including approximately $178 million of
subordinated indebtedness relating to our
convertible preferred securities, but excluding
approximately $5.1 billion of indebtedness of
our subsidiaries. In August 2004, CMS Energy
entered into the Fifth Amended and Restated
Credit Agreement in the amount of approximately
$300 million. This facility is secured and the
Notes are junior to such indebtedness. As of
November 30, 2004 there were approximately $93
million of letters of credit outstanding under
the Fifth Amended and Restated Credit
Agreement. Except for the amount outstanding
under the Fifth Amended and Restated Credit
Agreement, none of our indebtedness is senior
to the Notes. The Notes are structurally
subordinated to approximately $5.1 billion of
our subsidiaries' debt.

The senior debt indenture will contain
covenants that will, among other things, limit
our ability to pay dividends or distributions,
incur additional indebtedness, incur additional
liens, sell, transfer or dispose of certain
assets, enter into certain transactions with
affiliates or enter into certain mergers or
consolidations.

15
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Form of Notes................. One or more global securities held in the name
of The Depository Trust Company ("DTC") in a
minimum denomination of $1,000 and any integral
multiple thereof.

Trustee, Paying Agent and

Conversion Agent.............. J.P. Morgan Trust Company, N.A.
S-15
Trading.....oeviiiiiiiiennnnn. The Notes will not be listed on any securities

exchange or included in any automated quotation
system. No assurance can be given as to the
liquidity of or trading market for the Notes.
Our common stock is listed on the New York
Stock Exchange under the symbol "CMS."

Risk FactorsS.......vevveuene... You should carefully consider each of the
factors described in the section of this
prospectus supplement entitled "Risk Factors"
starting on page S-20 before purchasing the
Notes.

SELECTED CONSOLIDATED FINANCIAL DATA

The following selected financial data have been derived from our audited
consolidated financial statements, which have been audited by Ernst & Young LLP,
independent registered public accounting firm, for the fiscal years ended
December 31, 2003, 2002, 2001 and 2000, except for amounts included from the
financial statements of the MCV Partnership and Jorf Lasfar Energy Company
S.C.A. ("JORF LASFAR"). The MCV Partnership represents an investment accounted
for under the equity method of accounting through December 31, 2003, which was
audited by another independent registered public accounting firm (the other
auditors for 2001 and 2000 have ceased operations), for the fiscal years ended
December 31, 2003, 2002, 2001 and 2000. Jorf Lasfar represents an investment
accounted for under the equity method of accounting, which was audited by
another independent accountant for the fiscal years ended December 31, 2003,
2002, 2001 and 2000. The following selected consolidated financial data for the
nine months ended September 30, 2004 and 2003 have been derived from our
unaudited consolidated financial statements. Please refer to our financial
statements for the fiscal year ended December 31, 2003 and for the quarter ended
September 30, 2004, which are each incorporated by reference herein. The
financial information set forth below should be read in conjunction with our
consolidated financial statements, related notes and other financial information
that are incorporated by reference herein. Operating results for the nine months
ended September 30, 2004 are not necessarily indicative of results that may be
expected for the entire year ending December 31, 2004. See "Where You Can Find
More Information."

NINE MONTHS ENDED
SEPTEMBER 30, YEAR ENDED DECEMBER 31,
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(UNAUDITED, (DOLLARS IN MILLIONS EXCEPT PER SHARE AMC
DOLLARS IN
MILLIONS EXCEPT

PER SHARE
AMOUNTS)
INCOME STATEMENT DATA:
Operating revenue............... $ 3,910 S 4,141 $ 5,513 $ 8,673 $ 8,006 S
FEarnings from equity method
investees......coiiiii it 78 125 164 92 172
Operating expenses.............. 3,537 3,776 5,082 8,690 8,027
Operating income................ 451 490 595 75 151
Income (loss) from continuing
operations...........iiii.. 68 (8) (43) (394) (327)
Net income (loss) available to
common shareholder............ S 65 $ (52) S (44) $  (650) S (459) S
Earnings per average common
share:
Income (loss) from continuing
operations
Basic and diluted............. S 0.36 $ (0.06) $ (0.30) $ (2.84) $ (2.50) $

CMS Energy Basic and Diluted Net

Income (Loss) attributable to

common StoCKk......oviiiiienn.. 0.40 (0.36) (0.30) (4.68) (3.51)
Dividends declared per average

common share:

CMS ENEIgY e v vvesneneneenenenns $ - $ - $ -= $ 1.09 $ 1.46 $

NINE MONTHS ENDED

SEPTEMBER 30, YEAR ENDED DECEMBER 31,
2004 (A) 2003 2003 2002 2001
(UNAUDITED, (DOLLARS IN MILLIONS EXCEPT PER SHARE AMC

DOLLARS IN
MILLIONS EXCEPT

PER SHARE
AMOUNTS)
BALANCE SHEET DATA (AT PERIOD
END DATE) :
Cash and cash equivalents....... S 560 $ 669 S 532 $ 351 S 123 $
Restricted cash................. 83 205 201 38 4
Net plant and property (a)...... 8,600 6,624 6,944 6,103 6,703
Total assetsS. vttt eenns 15,377 13,234 13,838 14,781 17,633 1
Long-term debt, excluding
current maturities (@) ........ 6,228 6,295 6,020 5,357 5,842
Long-term debt--related
parties. ... ..t i 684 - 684 - -

Non-current portion of capital
and finance lease

17



Edgar Filing: CMS ENERGY CORP - Form 424B5

obligations...........cuuun.. 318
Notes payable...... ... -
Other liabilities............... 5,328
Minority interest (a)........... 750

Company-obligated mandatorily

redeemable trust preferred

securities of subsidiaries

(B) e e -
Company obligated trust

preferred securities of

Consumers' subsidiaries (b)... -

Preferred stock................. 261
Preferred stock of subsidiary... $ 44
Common stockholders' equity..... 1,764
OTHER DATA:
Cash Flow:
Provided by (Used in) operating
activities....oeiii .. $ 194
Provided by (Used in) investing
activities .ottt it (132)
Provided by (Used in) financing
activities .o ittt it e (208)
Ratio of earnings to fixed
charges (C) .vveeieneneennenn. 1.01

(a) Under revised FASB Interpretation No. 46

116

4
4,786
35

173

490

44
1,291

58

5,113
73

$ 44
1,585

$ (251)

203

230

116
458
6,807
38

393

490

44
1,078

"Consolidation of Variable Interest

Entities," we are the primary beneficiary of the MCV Partnership and the

First Midland Limited Partnership (the

"EMLP") .

As a result,

we have

consolidated their assets, liabilities and activities into our financial
statements for the first time as of and for the quarter ended March 31,
2004. These partnerships had third-party obligations totaling $581 million
at September 30, 2004. Property, plant and equipment serving as collateral
for these obligations had a carrying value of $1.440 billion at September

30, 2004.

(b) CMS Energy and Consumers each formed various statutory wholly-owned business
trusts for the sole purpose of issuing preferred securities and lending the
The sole assets of the trusts are

gross proceeds to the parent companies.

debentures of the parent company with terms similar to those of the

preferred securities. As a result of the

adoption of FASB Interpretation No. 46 on December 31, 2003, we

deconsolidated the trusts that hold the mandatorily redeemable trust

preferred securities. Therefore, $490 million,

previously reported by us as

Company-obligated mandatorily redeemable trust preferred securities of

subsidiaries, plus $16 million owed to the trusts and previously eliminated

in consolidation, is now included in the balance sheet as Long-term

debt--related parties. Additionally, $173 million,
as Company-obligated trust preferred securities of Consumers'
plus $5 million owed to the trusts and previously eliminated in

consolidation, is now included in the balance sheet as Long-term

debt--related parties.

(c) For the purpose of computing the ratio,

previously reported by us
subsidiaries,

earnings represents the sum of

$

71
416
8,012
43

694

520

44
1,991
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income from continuing operations before income taxes and income from equity
method investees, net interest charges and preferred dividends of
subsidiary, the estimated interest portion of lease rentals and distributed
income of equity method investees.

(d) For the nine months ended September 30, 2003, fixed charges exceeded
earnings by $36 million. Earnings as defined include $70 million of asset
impairment charges.

(e) For the year ended December 31, 2003, fixed charges exceeded earnings by $59
million. Earnings as defined include $95 million of asset impairment
charges.

(f) For the year ended December 31, 2002, fixed charges exceeded earnings by
$475 million. Earnings as defined include $602 million of asset impairment
charges.

(g) For the year ended December 31, 2001, fixed charges exceeded earnings by
$393 million. Earnings as defined include $323 million of asset impairment
charges.

(h) For the year ended December 31, 2000, fixed charges exceeded earnings by
$225 million. Earnings as defined include a $329 million pretax impairment
loss on the Loy Yang investment.

RISK FACTORS

Before purchasing any of our securities offered by this prospectus
supplement and the accompanying prospectus, you should carefully consider the
following risk factors, as well as the other information contained or
incorporated by reference in this prospectus supplement and the accompanying
prospectus.

RISKS RELATING TO CMS ENERGY

WE DEPEND ON DIVIDENDS FROM OUR SUBSIDIARIES TO MEET OUR DEBT SERVICE
OBLIGATIONS. IF WE DO NOT RECEIVE ADEQUATE DIVIDENDS OR DISTRIBUTIONS FROM OUR
SUBSIDIARIES, WE MAY NOT BE ABLE TO MAKE PRINCIPAL OR INTEREST PAYMENTS ON THE
NOTES.

Due to our holding company structure, we depend on dividends from our
subsidiaries to meet our debt obligations, including the payment of any
principal or interest on the Notes. None of these entities are or will be
obligated to pay any amounts due on the Notes. Therefore, the Notes are
effectively subordinated to the payment of interest, principal, declared
dividends and preferred distributions on the debt, preferred securities and
other liabilities of Consumers and Enterprises and each of their subsidiaries.

Restrictions contained in Consumers' preferred stock provisions and other
legal restrictions limit Consumers' ability to pay dividends or acquire its own
stock from us. As of September 30, 2004, the most restrictive provisions in its
financing documents allowed Consumers to pay an aggregate of $300 million in
dividends to us during any year.

For additional information concerning restrictions on Consumers' ability to
pay dividends to us, see "Description of Our Capital Stock--Primary Source of
Funds of CMS Energy; Restrictions on Sources of Dividends."
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THE NOTES ARE STRUCTURALLY SUBORDINATED TO THE DEBT AND PREFERRED STOCK OF OUR
SUBSIDIARIES.

Of the approximately $7.8 billion of our consolidated indebtedness as of
September 30, 2004, approximately $5.1 billion was indebtedness of our
subsidiaries. Payments on that indebtedness and preferred stock are prior in
right of payment to dividends paid to us by our subsidiaries. See "Description
of the Notes--Structural Subordination."

WE HAVE SUBSTANTIAL INDEBTEDNESS THAT COULD LIMIT OUR FINANCIAL FLEXIBILITY AND
HENCE OUR ABILITY TO MEET OUR DEBT SERVICE OBLIGATIONS UNDER THE NOTES.

As of September 30, 2004, we had outstanding approximately $2.7 billion
aggregate principal amount of indebtedness, including approximately $178 million
of subordinated indebtedness relating to our convertible preferred securities
but excluding approximately $5.1 billion of indebtedness of our subsidiaries. In
August 2004, we entered into the Fifth Amended and Restated Credit Agreement in
the amount of approximately $300 million. As of November 30, 2004, there were
approximately $93 million of letters of credit outstanding under the Fifth
Amended and Restated Credit Agreement. We and our subsidiaries may incur
additional indebtedness in the future.

The level of our present and future 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, which 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 and 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 additional assets or obtain additional financings. We also plan to
refinance a substantial amount of our indebtedness prior to its maturity. 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.

There can be no assurance that the requirements of our existing debt
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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 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 HAVE FINANCING NEEDS AND WE MAY BE UNABLE TO SUCCESSFULLY ACCESS BANK
FINANCING OR THE CAPITAL MARKETS.

As of September 30, 2004, CMS Energy had approximately $427 million of debt
maturities in 2004 and 2005, excluding debt maturities of our subsidiaries.
These maturities include: approximately $176 million of senior notes due in
November 2004; $180 million of senior notes due in January 2005; and
approximately $71 million of general term notes that mature at various times in
2004 and 2005. In addition, we expect to incur significant costs for capital
expenditures, including future environmental regulation compliance, especially
compliance with clean air laws. See "We could incur significant capital
expenditures to comply with environmental standards and face difficulty in
recovering these costs on a current basis" below. As of September 30, 2004 we
had incurred $500 million in capital expenditures to comply with these
regulations and future capital expenditures may total approximately $302 million
between 2004 and 2011. We could also be required to make additional cash
contributions to our employee pension and benefit plans and become subject to
liquidity demands pursuant to commercial commitments under guarantees,
indemnities and letters of credit. After giving effect to recent issuances of
securities, along with asset sales, capital markets or bank financing and cash
flow from operations, we believe, but can make no assurance, that we will have
sufficient liquidity to meet our debt maturities through 2005. Management is
actively pursuing plans to refinance debt and to sell assets. There can be no
assurances that this business plan will be successful and failure to achieve its
goals could have a material adverse effect on our liquidity and operations.

We continue to explore financing opportunities to supplement our financial
plan. These potential opportunities include: refinancing our bank credit
facilities; entering into leasing arrangements and/or vendor financing;
refinancing and issuing new capital markets debt,

preferred stock and/or common equity; and negotiating private placement debt. We
cannot guarantee the capital market's acceptance of our securities or predict
the impact of factors beyond our control, such as actions of rating agencies. If
we are unable to access bank financing or the capital markets to incur or
refinance indebtedness, there could be a material adverse effect upon our
liquidity and operations.

Standard & Poor's Ratings Group, a division of The McGraw Hill Companies,
Inc. ("S&P"), has assigned the Notes a rating of B+, Moody's Investors Service,
Inc. has assigned the Notes a rating of B3 and Fitch, Inc. has assigned the
Notes a rating of B+. We cannot assure you that these credit ratings will remain
in effect for any given period of time or that one or more of th