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Union Electric Company d/b/a Ameren Missouri
FILE NO. ER-2011-0028

Federal Reserve Discount Rate Changes and Federal Reserve Funds Rate Changes

Federal Reserve Federal Reserve Federal Reserve  Federal Reserve
Date Discount Rate Funds Rate Date Discount Rate Funds Rate

01/01/83 8.50% 06/30/99 4.50% 5.00%
12/31/83 8.50% 08/24/99 4.75% 5.25%
04/09/84 9.00% 11/16/99 5.00% 5.50%
11/21/84 8.50% 02/02/00 5.25% 5.75%
12/24/84 8.00% 03/21/00 5.50% 6.00%
05/20/85 7.50% 05/19/00 6.00% 6.50%
03/07/86 7.00% 01/03/01 5.75% 6.00%
04/21/86 6.50% 01/04/01 5.50% 6.00%
07/11/86 6.00% 01/31/01 5.00% 5.50%
08/21/86 5.50% 03/20/01 4.50% 5.00%
09/04/87 6.00% 04/18/01 4.00% 4.50%
08/09/88 6.50% 05/15/01 3.50% 4.00%
02/24/89 7.00% 06/27/01 3.25% 3.75%
07/13/90 8.00% * 08/21/01 3.00% 3.50%
10/29/90 7.75% 09/17/01 2.50% 3.00%
11/13/90 7.50% 10/02/01 2.00% 2.50%
12/07/90 7.25% 11/06/01 1.50% 2.00%
12/18/90 7.00% 12/11/01 1.25% 1.75%
12/19/90 6.50% 11/06/02 0.75% 1.25%
01/09/91 6.75% 01/09/03 2.25%** 1.25%
02/01/91 6.00% 6.25% 06/25/03 2.00% 1.00%
03/08/91 6.00% 06/30/04 2.25% 1.25%
04/30/91 5.50% 5.75% 08/10/04 2.50% 1.50%
08/06/91 5.50% 09/21/04 2.75% 1.75%
09/13/91 5.00% 5.25% 11/10/04 3.00% 2.00%
10/31/91 5.00% 12/14/04 3.25% 2.25%
11/06/91 4.50% 4.75% 02/02/05 3.50% 2.50%
12/06/91 4.50% 03/22/05 3.75% 2.75%
12/20/91 3.50% 4.00% 05/03/05 4.00% 3.00%
04/09/92 3.75% 06/30/05 4.25% 3.25%
07/02/92 3.00% 3.25% 08/09/05 4.50% 3.50%
09/04/92 3.00% 09/20/05 4.75% 3.75%
01/01/93 11/01/05 5.00% 4.00%
12/31/93 No Changes No Changes 12/13/05 5.25% 4.25%
02/04/94 3.25% 01/31/06 5.50% 4.50%
03/22/94 3.50% 03/28/06 5.75% 4.75%
04/18/94 3.75% 05/10/06 6.00% 5.00%
05/17/94 3.50% 4.25% 06/29/06 6.25% 5.25%
08/16/94 4.00% 4.75% 08/17/07 5.75% 5.25%
11/15/94 4.75% 5.50% 09/18/07 5.25% 4.75%
02/01/95 5.25% 6.00% 10/31/07 5.00% 4.50%
07/06/95 5.75% 12/11/07 4.75% 4.25%
12/19/95 5.50% 01/22/08 4.00% 3.50%
01/31/96 5.00% 5.25% 01/30/08 3.50% 3.00%
03/25/97 5.50% 03/16/08 3.25%

12/12/97 5.00% 03/18/08 2.50% 2.25%
01/09/98 5.00% 04/30/08 2.25% 2.00%
03/06/98 5.00% 10/08/08 1.75% 1.50%
09/29/98 5.25% 10/28/08 1.25% 1.00%
10/15/98 4.75% 5.00% 12/30/08 0.50% 0% - 0.25%
11/17/98 4.50% 4.75% 02/19/10 0.75%

* Staff began tracking the Federal Funds Rate.
**Revised discount window program begins. Reflects rate on primary credit. This revised discount window policy results in
incomparability of the discount rates after January 9, 2003 to discount rates before January 9, 2003.

Source:
Federal Reserve Discount rate http://www.newyorkfed.org/markets/statistics/dlyrates/fedrate.htmi
Federal Reserve Funds rate http://www.newyorkfed.org/markets/statistics/dlyrates/fedrate.html

Note: Interest rates as of December 31 for each year are underlined.
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Rate of Inflation

Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%)
Jan 1980 13.90 Jan 1984 4.20 Jan 1988 4.00 Jan 1992 2.60 Jan 1996 2.70  Jan 2000 270  Jan 2004 1.90 Jan 2008 4.30
Feb 14.20 Feb 4.60 Feb 3.90 Feb 280 Feb 270 Feb 320 Feb 1.70 Feb 4.00
Mar 14.80 Mar 4.80 Mar 3.90 Mar 3.20 Mar 280 Mar 3.70 Mar 1.70  Mar 4.00
Apr 14.70 Apr 4.60 Apr 3.90 Apr 3.20 Apr 290 Apr 3.00 Apr 230 Apr 3.90
May 14.40 May 4.20 May 3.90 May 3.00 May 290 May 3.20 May 3.10 May 4.20
Jun 14.40 Jun 4.20 Jun 400 Jun 3.10 Jun 2.80  Jun 3.70  Jun 3.30  Jun 5.00
Jul 13.10 Jul 4.20 Jul 4.10 Jul 3.20  Jul 3.00 Jul 3.70  Jul 3.00 Jul 5.60
Aug 12.90 Aug 4.30 Aug 400 Aug 3.10 Aug 290 Aug 3.40 Aug 2.70  Aug 5.40
Sep 12.60 Sep 4.30 Sep 420 Sep 3.00 Sep 3.00 Sep 350 Sep 250 Sep 4.90
Oct 12.80 Oct 4.30 Oct 420 Oct 3.20 Oct 3.00 Oct 340 Oct 3.30 Oct 3.70
Nov 12.60 Nov 4.10 Nov 420 Nov 3.00 Nov 3.30 Nov 3.40 Nov 3.50 Nov 1.10
Dec 12.50 Dec 3.90 Dec 4.40 Dec 290 Dec 3.30 Dec 3.40 Dec 3.30 Dec 0.10
Jan 1981 11.80 Jan 1985 3.50 Jan 1989 4.70 Jan 1993 3.30 Jan 1997 3.00 Jan 2001 3.70  Jan 2005 3.00 Jan 2009 0.00
Feb 11.40 Feb 3.50 Feb 480 Feb 3.20 Feb 3.00 Feb 3.50 Feb 3.00 Feb 0.20
Mar 10.50 Mar 3.70 Mar 500 Mar 3.10 Mar 2.80 Mar 290 Mar 3.10 Mar -0.40
Apr 10.00 Apr 3.70 Apr 5.10 Apr 3.20 Apr 250  Apr 3.30 Apr 3.50 Apr -0.70
May 9.80 May 3.80 May 5.40 May 3.20 May 220 May 3.60 May 2.80 May -1.28
Jun 9.60 Jun 3.80 Jun 520 Jun 3.00 Jun 230  Jun 320  Jun 250 Jun -1.40
Jul 10.80 Jul 3.60 Jul 500 Jul 2.80 Jul 220 Jul 2.70  Jul 3.20  Jul -2.10
Aug 10.80 Aug 3.30 Aug 4.70 Aug 2.80 Aug 2.20 Aug 2.70  Aug 3.60 Aug -1.50
Sep 11.00 Sep 3.10 Sep 430 Sep 270 Sep 220 Sep 2.60 Sep 470 Sep -1.30
Oct 10.10 Oct 3.20 Oct 450 Oct 2.80 Oct 210  Oct 210  Oct 430 Oct -0.20
Nov 9.60 Nov 3.50 Nov 4.70 Nov 270  Nov 1.80 Nov 1.90 Nov 3,50 Nov 1.80
Dec 8.90 Dec 3.80 Dec 460 Dec 270 Dec 1.70  Dec 1.60 Dec 3.40 Dec 2.70
Jan 1982 8.40 Jan 1986 3.90 Jan 1990 520 Jan 1994 2,50 Jan 1998 1.60 Jan 2002 1.10 Jan 2006 4.00 Jan 2010 2.60
Feb 7.60 Feb 3.10 Feb 530 Feb 250 Feb 140 Feb 1.10 Feb 3.60 Feb 2.10
Mar 6.80 Mar 2.30 Mar 520 Mar 250 Mar 140 Mar 150 Mar 3.40 Mar 2.30
Apr 6.50 Apr 1.60 Apr 4.70 Apr 240  Apr 1.40 Apr 1.60 Apr 3.50 April 2.20
May 6.70 May 1.50 May 4.40 May 230 May 1.70 May 120 May 4.20 May 2.00
Jun 7.10 Jun 1.80 Jun 4.70 Jun 250  Jun 1.70  Jun 1.10  June 430 June 1.10
Jul 6.40 Jul 1.60 Jul 480 Jul 290 Jul 1.70  Jul 1.50  July 4.10  July 1.20
Aug 5.90 Aug 1.60 Aug 560 Aug 3.00 Aug 1.60 Aug 1.80 Aug 3.80  August 1.10
Sep 5.00 Sep 1.80 Sep 620 Sep 2.60 Sep 150 Sep 150 Sep 210  September 1.10
Oct 5.10 Oct 1.50 Oct 630 Oct 2.70  Oct 150 Oct 2.00 Oct 1.30 Oct 1.20
Nov 4.60 Nov 1.30 Nov 630 Nov 2.70  Nov 150 Nov 220 Nov 2.00 Nov 1.10
Dec 3.80 Dec 1.10 Dec 6.10 Dec 280 Dec 1.60 Dec 240 Dec 250 Dec 1.50
Jan 1983 3.70 Jan 1987 1.50 Jan 1991 5.70 Jan 1995 2.90 Jan 1999 1.70  Jan 2003 2.60 Jan 2007 2.10
Feb 3.50 Feb 2.10 Feb 530 Feb 2.90 Feb 160 Feb 3.00 Feb 2.40
Mar 3.60 Mar 3.00 Mar 490 Mar 3.10 Mar 1.70 Mar 3.00 Mar 2.80
Apr 3.90 Apr 3.80 Apr 490 Apr 240  Apr 230  Apr 220  Apr 2.60
May 3.50 May 3.90 May 500 May 3.20 May 210 May 210 May 2.70
Jun 2.60 Jun 3.70 Jun 4.70 Jun 3.00 Jun 2.00  Jun 210  Jun 2.70
Jul 2.50 Jul 3.90 Jul 4.40 Jul 2.80  Jul 210 Jul 210 Jul 2.40
Aug 2.60 Aug 4.30 Aug 380 Aug 2.60 Aug 230 Aug 220 Aug 2.00
Sep 2.90 Sep 4.40 Sep 3.40 Sep 250 Sep 2.60 Sep 230 Sep 2.80
Oct 2.90 Oct 4.50 Oct 290 Oct 280 Oct 2,60 Oct 2.00 Oct 3.50
Nov 3.30 Nov 4.50 Nov 300 Nov 2.60 Nov 2.60 Nov 1.80 Nov 4.30
Dec 3.80 Dec 4.40 Dec 3.10 Dec 250 Dec 2.70  Dec 190 Dec 4.10

Source: U.S. Dept of Labor, Bureau of Labor Statistics, Consumer Price Index - All Urban Consumers,
Change for 12-Month Period, Bureau of Labor Statistics,
http://www.bls.gov/schedule/archives/cpi nr htm
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Average Yields on Public Utility Bonds

Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%)
Jan 1980 12.12  Jan 1984 13.40 Jan 1988 10.75  Jan 1992 8.67  Jan 1996 7.20  Jan 2000 8.22  Jan 2004 623  Jan 2008 608
Feb 1348  Feb 13.50 Feb 10.11  Feb 877  Feb 737  Feb 810  Feb 6.17  Feb 6.28
Mar 14.33 Mar 14.03 Mar 10.11 Mar 8.84 Mar 7.72 Mar 8.14 Mar 601 Mar 6.29
Apr 13.50 Apr 14.30 Apr 10.53 Apr 8.79 Apr 7.88 Apr 8.14 Apr 638 Apr 6.36
May 1217  May 14.95 May 10.75  May 8.72  May 7.99  May 855 May 668 May 6.38
Jun 11.87 Jun 15.16 Jun 10.71 Jun 8.64 Jun 8.07 Jun 8.22 Jun 653 Jun 650
Jul 12.12 Jul 14.92 Jul 1096  Jul 846  Jul 8.02  Jul 8.17  Jul 634  Jul 6 50
Aug 12.82 Aug 14.29 Aug 11.09 Aug 8.34 Aug 7.84 Aug 8.05 Aug 6.18 Aug 6.48
Sep 13.29 Sep 14.04 Sep 10 56 Sep 8.32 Sep 8.01 Sep 8.16 Sep 601 Sep 659
Oct 13.53 Oct 13.68 Oct 9.92 Oct 844  Oct 7.76  Oct 8.08  Oct 595  Oct 7.70
Nov 14.07 Nov 13.15 Nov 9.89 Nov 8.53 Nov 7.48 Nov 8.03 Nov 597 Nov 780
Dec 14.48 Dec 12.96 Dec 10.02 Dec 8.36 Dec 7.58 Dec 7.79 Dec 593 Dec 687
Jan 1981 14.22 Jan 1985 12.88 Jan 1989 1002 Jan 1993 8.23 Jan 1997 7.79 Jan 2001 7.76 Jan 2005 580 Jan 2009 6.77
Feb 14.84 Feb 13.00 Feb 10.02 Feb 8.00 Feb 7.68 Feb 7.69 Feb 564 Feb 6.72
Mar 14.86 Mar 13.66 Mar 10.16 Mar 7.85 Mar 7.92 Mar 7.59 Mar 586 Mar 6.85
Apr 15.32 Apr 13.42 Apr 10.14 Apr 7.76 Apr 8.08 Apr 7.81 Apr 5.72 Apr 6.90
May 15.84 May 12.89 May 9.92 May 7.78 May 7.94 May 7.88 May 560 May 6.83
Jun 15.27 Jun 11.91 Jun 9.49 Jun 7.68 Jun 7.77 Jun 7.75 Jun 539 June 6.54
Jul 15.87  Jul 11.88 Jul 9.34  Jul 753  Jul 752  Jul 771 Jul 550  July 6.15
Aug 16.33 Aug 11.93 Aug 9.37 Aug 7.21 Aug 7.57 Aug 7.57 Aug 551 Aug 5.80
Sep 16.89 Sep 11.95 Sep 9.43 Sep 7.01 Sep 7.50 Sep 7.73 Sep 554 Sep 5.60
Oct 16.76  Oct 11.84 Oct 9.37  Oct 6.99  Oct 7.37  Oct 7.64  Oct 579  Oct 5.64
Nov 15.50 Nov 11.33 Nov 9.33 Nov 7.30 Nov 7.24 Nov 7.61 Nov 588 Nov 571
Dec 15.77 Dec 10.82 Dec 9.31 Dec 7.33 Dec 7.16 Dec 7.86 Dec 583 Dec 5.86
Jan 1982 16.73  Jan 1986 10.66 Jan 1990 9.44  Jan 1994 7.31  Jan 1998 7.03  Jan 2002 7.69  Jan 2006 5.77  Jan 2010 583
Feb 16.72 Feb 10.16 Feb 9.66 Feb 7.44 Feb 7.09 Feb 7.62 Feb 583 Feb 5.94
Mar 16.07 Mar 9.33 Mar 9.75 Mar 7.83 Mar 7.13 Mar 7.83 Mar 598 Mar 5.90
Apr 15.82 Apr 9.02 Apr 9.87 Apr 8.20 Apr 7.12 Apr 7.74 Apr 628 Apr 5.87
May 15.60 May 9.52 May 9.89 May 8.32 May 7.11 May 7.76 May 639 May 5.59
Jun 16.18 Jun 9.51 Jun 9.69 Jun 8.31 Jun 6.99 Jun 7.67 June 639 June 5.55
Jul 16.04 Jul 9.19 Jul 9.66 Jul 8.47 Jul 6.99 Jul 7.54 July 637 July 5.39
Aug 15.22 Aug 9.15 Aug 9.84 Aug 8.41 Aug 6.96 Aug 7.34 Aug 620 Aug 5.10
Sep 14.56 Sep 9.42 Sep 10.01 Sep 8.65 Sep 6.88 Sep 7.23 Sep 6 03 Sep 5.10
Oct 13.88 Oct 9.39 Oct 9.94 Oct 8.88 Oct 6.88 Oct 7.43 Oct 601 Oct 5.20
Nov 13.58 Nov 9.15 Nov 9.76 Nov 9.00 Nov 6.96 Nov 7.31 Nov 582 Nov 5.45
Dec 13.55 Dec 8.96 Dec 9.57 Dec 8.79 Dec 6.84 Dec 7.20 Dec 583 Dec 5.61
Jan 1983 13.46 Jan 1987 8.77 Jan 1991 9.56 Jan 1995 8.77 Jan 1999 6.87 Jan 2003 7.13 Jan 2007 596
Feb 13.60 Feb 8.81 Feb 9.31 Feb 8.56 Feb 7.00 Feb 6.92 Feb 591
Mar 13.28 Mar 8.75 Mar 9.39 Mar 8.41 Mar 7.18 Mar 6.80 Mar 587
Apr 13.03 Apr 9.30 Apr 9.30 Apr 8.30 Apr 7.16 Apr 6.68 Apr 601
May 13.00 May 9.82 May 9.29 May 7.93 May 7.42 May 6.35 May 603
Jun 13.17 Jun 9.87 Jun 9.44 Jun 7.62 Jun 7.70 Jun 6.21 June 634
Jul 13.28 Jul 10.01 Jul 9.40 Jul 7.73 Jul 7.66 Jul 6.54 July 628
Aug 13.50 Aug 10.33 Aug 9.16 Aug 7.86 Aug 7.86 Aug 6.78 Aug 628
Sep 13.35 Sep 11.00 Sep 9.03 Sep 7.62 Sep 7.87 Sep 6.58 Sep 624
Oct 13.19 Oct 11.32 Oct 8.99 Oct 7.46 Oct 8.02 Oct 650 Oct 6.17
Nov 13.33 Nov 10.82 Nov 8.93 Nov 7.40 Nov 7.86 Nov 6.44 Nov 6 04
Dec 13.48 Dec 10.99 Dec 8.76 Dec 7.21 Dec 8.04 Dec 6.36 Dec 623
Sources:

Mergent Bond Record (January 1980 through November 2010); BondsOnline (December 2010)
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Average Yields on Thirty-Year U.S. Treasury Bonds

Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%) Mo/Year Rate (%)
Jan 1980 10.60 Jan 1984 11.75 Jan 1988 8.83 Jan 1992 758 Jan 1996 6.05 Jan 2000 6.63 Jan 2004 4.99 Jan 2008 4.33
Feb 12.13 Feb 11.95 Feb 8.43 Feb 785 Feb 6.24 Feb 6.23 Feb 4.93 Feb 4,52
Mar 12.34 Mar 12.38 Mar 8.63 Mar 797 Mar 6.60 Mar 6.05 Mar 4.74 Mar 4.39
Apr 11.40 Apr 12.65 Apr 8.95 Apr 796 Apr 6.79 Apr 5.85 Apr 5.14 Apr 4.44
May 10.36 May 13.43 May 9.23 May 789 May 6.93 May 6.15 May 5.42 May 4.60
Jun 9.81 Jun 13.44 Jun 9.00 Jun 784 Jun 7.06 Jun 5.93 Jun 5.41 Jun 4.69
Jul 10.24 Jul 13.21 Jul 9.14 Jul 760 Jul 7.03 Jul 5.85 Jul 5.22 Jul 4.57
Aug 11.00 Aug 12.54 Aug 9.32 Aug 739 Aug 6.84 Aug 5.72 Aug 5.06 Aug 4.50
Sep 11.34 Sep 12.29 Sep 9.06 Sep 734 Sep 7.03 Sep 5.83 Sep 4.90 Sep 4.27
Oct 11.59 Oct 11.98 Oct 8.89 Oct 753 Oct 6.81 Oct 5.80 Oct 4.86 Oct 4.17
Nov 12.37 Nov 11.56 Nov 9.02 Nov 761 Nov 6.48 Nov 5.78 Nov 4.89 Nov 4.00
Dec 12.40 Dec 11.52 Dec 9.01 Dec 7.44 Dec 6.55 Dec 5.49 Dec 4.86 Dec 2.87
Jan 1981 12.14 Jan 1985 11.45 Jan 1989 8.93 Jan 1993 734 Jan 1997 6.83 Jan 2001 5.54 Jan 2005 4.73 Jan 2009 3.13
Feb 12.80 Feb 11.47 Feb 9.01 Feb 709 Feb 6.69 Feb 5.45 Feb 4.55 Feb 3.59
Mar 12.69 Mar 11.81 Mar 9.17 Mar 6 82 Mar 6.93 Mar 5.34 Mar 4.78 Mar 3.64
Apr 13.20 Apr 11.47 Apr 9.03 Apr 685 Apr 7.09 Apr 5.65 Apr 4.65 Apr 3.76
May 13.60 May 11.05 May 8.83 May 692 May 6.94 May 5.78 May 4.49 May 4.23
Jun 12.96 Jun 10.44 Jun 8.27 Jun 681 Jun 6.77 Jun 5.67 Jun 4.29 Jun 4.52
Jul 13.59 Jul 10.50 Jul 8.08 Jul 663 Jul 6.51 Jul 5.61 Jul 4.41 July 4.41
Aug 14.17 Aug 10.56 Aug 8.12 Aug 632 Aug 6.58 Aug 5.48 Aug 4.46 Aug 4.37
Sep 14.67 Sep 10.61 Sep 8.15 Sep 6 00 Sep 6.50 Sep 5.48 Sep 4.47 Sep 4.19
Oct 14.68 Oct 10.50 Oct 8.00 Oct 594 Oct 6.33 Oct 5.32 Oct 4.67 Oct 4.19
Nov 13.35 Nov 10.06 Nov 7.90 Nov 621 Nov 6.11 Nov 5.12 Nov 4.73 Nov 4.31
Dec 13.45 Dec 9.54 Dec 7.90 Dec 625 Dec 5.99 Dec 5.48 Dec 4.66 Dec 4.49
Jan 1982 14.22 Jan 1986 9.40 Jan 1990 8.26 Jan 1994 629 Jan 1998 5.81 Jan 2002 5.44 Jan 2006 4.59 Jan 2010 4.60
Feb 14.22 Feb 8.93 Feb 8.50 Feb 6.49 Feb 5.89 Feb 5.39 Feb 4.58 Feb 4.62
Mar 13.53 Mar 7.96 Mar 8.56 Mar 691 Mar 5.95 Mar 5.71 Mar 4.73 Mar 4.64
Apr 13.37 Apr 7.39 Apr 8.76 Apr 727 Apr 5.92 Apr 5.67 Apr 5.06 Apr 4.69
May 13.24 May 7.52 May 8.73 May 7.41 May 5.93 May 5.64 May 5.20 May 4.29
Jun 13.92 Jun 7.57 Jun 8.46 Jun 7.40 Jun 5.70 Jun 5.52 Jun 5.16 Jun 4.13
Jul 13.55 Jul 7.27 Jul 8.50 Jul 758 Jul 5.68 Jul 5.38 July 5.13 July 3.99
Aug 12.77 Aug 7.33 Aug 8.86 Aug 7.49 Aug 5.54 Aug 5.08 Aug 5.00 Aug 3.80
Sep 12.07 Sep 7.62 Sep 9.03 Sep 7.71 Sep 5.20 Sep 4.76 Sep 4.85 Sep 3.77
Oct 11.17 Oct 7.70 Oct 8.86 Oct 794 Oct 5.01 Oct 4.93 Oct 4.85 Oct 3.87
Nov 10.54 Nov 7.52 Nov 8.54 Nov 808 Nov 5.25 Nov 4.95 Nov 4.69 Nov 4.19
Dec 10.54 Dec 7.37 Dec 8.24 Dec 787 Dec 5.06 Dec 4.92 Dec 4.68 Dec 4.42
Jan 1983 10.63 Jan 1987 7.39 Jan 1991 8.27 Jan 1995 785 Jan 1999 5.16 Jan 2003 4.94 Jan 2007 4.85
Feb 10.88 Feb 7.54 Feb 8.03 Feb 761 Feb 5.37 Feb 4.81 Feb 4.82
Mar 10.63 Mar 7.55 Mar 8.29 Mar 7.45 Mar 5.58 Mar 4.80 Mar 4.72
Apr 10.48 Apr 8.25 Apr 8.21 Apr 736 Apr 5.55 Apr 4.90 Apr 4.86
May 10.53 May 8.78 May 8.27 May 695 May 5.81 May 4.53 May 4.90
Jun 10.93 Jun 8.57 Jun 8.47 Jun 657 Jun 6.04 Jun 4.37 Jun 5.20
Jul 11.40 Jul 8.64 Jul 8.45 Jul 6.72 Jul 5.98 Jul 4.93 July 5.11
Aug 11.82 Aug 8.97 Aug 8.14 Aug 6 86 Aug 6.07 Aug 5.30 Aug 4.93
Sep 11.63 Sep 9.59 Sep 7.95 Sep 655 Sep 6.07 Sep 5.14 Sep 4.79
Oct 11.58 Oct 9.61 Oct 7.93 Oct 637 Oct 6.26 Oct 5.16 Oct 477
Nov 11.75 Nov 8.95 Nov 7.92 Nov 626 Nov 6.15 Nov 5.13 Nov 4.52
Dec 11.88 Dec 9.12 Dec 7.70 Dec 6 06 Dec 6.35 Dec 5.08 Dec 4.53
Sources:

http://finance.yahoo.com/q/hp?s="TYX
http://research.stlouisfed.org/fred2/data/GS30.txt
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File No. ER-2011-0028
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Moody's Baa Corporate
Bond Yields 1919 -2010
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Historical Consolidated Capital Structures for Union Electric Company

(Millions of Dollars)

Capital Components 2005 2006 2007 2008 2009
Common Equity $2,903.0 $3,040.0 $3,488.0 $3,449.0 $3,944
Preferred Stock 113.0 113.0 113.0 113.0 $113
Long-Term Debt 2,702.0 * 2,939.0 * 3,360.0 * 3,677.0* $4,022
Short-Term Debt 80.0 311.0 82.0 343.0 $0
Total $5,798.0 $6,403.0 $7,043.0 $7,582.0 $8,079.0
Historical Consolidated Capital Structures for Ameren
(Millions of Dollars)
Capital Components 2005 2006 2007 2008 2009
Common Equity $6,381.0 $6,599.0 $6,774.0 $6,984.0 $7,865.0
Preferred Stock 214.0 213.0 211.0 195.0 195.0
Long-Term Debt 5,450.0 * 5,741.0 * 5,912.0 * 6,934.0 * 7,317.0
Short-Term Debt 193.0 612.0 1,472.0 1,174.0 20.0
Total $12,238.0 $13,165.0 $14,369.0 $15,287.0 $15,397.0

Source: Ameren's Annual SEC 10-K Filings.

Note: *Includes current maturities of long-term debt.

SCHEDULE 5-1



Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Historical Consolidated Capital Structures for Union Electric Company

(in Percentages)

¢ -G 31NA3HDS

Capital Components 2005 2006 2007 2008 2009 5-Year Average
Common Equity 50.07% 47.48% 49.52% 45.49% 48.82% 48.28%
Preferred Stock 1.95% 1.76% 1.60% 1.49% 1.40% 1.64%
Long-Term Debt 46.60% * 45.90% * 47.71% * 48.50% 49.78% * 47.70%
Short-Term Debt 1.38% 4.86% 1.16% 4.52% 0.00% 2.39%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Historical Consolidated Capital Structures for Ameren
(in Percentages)
Capital Components 2005 2006 2007 2008 2009 5-Year Average
Common Equity 52.14% 50.13% 47.14% 45.69% 51.08% 49.24%
Preferred Stock 1.75% 1.62% 1.47% 1.28% 1.27% 1.48%
Long-Term Debt 44.53% 43.61% 41.14% 45.36% 47.52% 44.43%
Short-Term Debt 1.58% 4.65% 10.24% 7.68% 0.13% 4.86%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Sources: Ameren's 10-K Filings.

SCHEDULE 5-2



Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Capital Structure as of March 31, 2010
Union Electric Company

Dollar Percentage

Capital Component Amount of Capital
Common Stock Equity $ 3,913,191,356 50.92%
Preferred Stock $ 114,502,040 1.49%
Long-Term Debt $ 3,657,492,156 47.59%
Short-Term Debt $ - 0.00%
Total Capitalization $ 7,685,185,552 100.00%

Source: Company Witness Michael O'Bryan's Schedule MGO-E1 attached to his Direct Testimony.
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Criteria for Selecting Comparable Electric Utility Companies

@) ® ® @ ® ®) ™ ®) © (10) (11) (12)
10-Year At Least
Regulated Value Line  No Reduced Projected Growth  Investment No Comparable
Stock Electric % Electric Historical Dividend Auvailable from Grade S&P Announced Company
ValueLine Publicly Utility Revenues Growth since Value Line Corporate Generation Merger or Met All
Electric Utility Companies Ticker Traded (EEI) 270% Auvailable 2007 and Reuters Credit Rating Assets Acquistion Criteria
Allegheny Energy AYE Yes No
ALLETE ALE Yes Yes Yes No
Alliant Energy LNT Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Amer. Elec. Power AEP Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Ameren Corp AEE Yes Yes Yes Yes No
Avista Corp. AVA Yes Yes No
Black Hills BKH Yes No
Cen. Vermont Pub. Serv. CV Yes Yes Yes Yes Yes No
CenterPoint Energy CNP Yes No
CH Energy Group CHG Yes Yes No
Cleco Corp. CNL Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
CMS Energy Corp. CMS Yes Yes No
Consol. Edison ED Yes Yes No
Constellation Energy CEG Yes No
Dominion Resources D Yes No
DPL Inc. DPL Yes Yes Yes Yes Yes Yes Yes Yes Yes
DTE Energy DTE Yes Yes No
Duke Energy DUK Yes No
Edison Int'l EIX Yes No
El Paso Electric EE Yes Yes Yes Yes No"
Empire Dist. Elec. EDE Yes Yes Yes Yes Yes No
Entergy Corp. ETR Yes No
Evergreen Energy Inc EEE Yes NA
Exelon Corp. EXC Yes No
FirstEnergy Corp. FE Yes No
G't Plains Energy GXP Yes Yes Yes Yes No
Hawaiian Elec. HE Yes No
IDACORP, Inc. IDA Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Integrys Energy TEG Yes No
ITC Holdings ITC Yes NA
Maine & Maritimes Corp MAM Yes Yes Yes Yes No
MGE Energy MGEE Yes No
NextEra Energy FPL Yes No
Northeast Utilities NU Yes Yes Yes Yes Yes Yes Yes Yes No
NorthWestern Corp NWE Yes Yes Yes No
NSTAR NST Yes Yes Yes Yes Yes Yes Yes No
NV Energy Inc. NVE Yes Yes Yes Yes Yes Yes No
OGE Energy OGE Yes No
Otter Tail Corp. OTTR Yes No
Pepco Holdings POM Yes No
PG&E Corp. PCG Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Pinnacle West Capital PNW Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
PNM Resources PNM Yes Yes Yes Yes No
Portland General POR Yes Yes Yes No
PPL Corp. PPL Yes No
Progress Energy PGN Yes Yes Yes Yes Yes Yes Yes Yes No
Public Serv. Enterprise PEG Yes No
SCANA Corp. SCG Yes No
Sempra Energy SRE Yes No
Southern Co. SO Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
TECO Energy TE Yes Yes No
UIL Holdings UL Yes Yes Yes Yes Yes Yes Yes No
UniSource Energy UNS Yes Yes Yes Yes Yes Yes No
UNITIL Corp. UTL Yes Yes No
Vectren Corp. VVvC Yes Yes No
Westar Energy WR Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Wisconsin Energy WEC Yes Yes No
Xcel Energy Inc. XEL Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Sources: Columns 1, 2, 3, 6, 7, 8 and 10 = The Value Line Investment Survey: Ratings & Reports

Column 4 = Edison Electric Institute 2009 Financial Review

Column 5 = January 2011 AUS Utility Reports and Companies' 10Ks and 10Qs

Columnn 8 = Reuters com on January 27, 2011
Column 9 = S&P RatingsDirect

Notes:
1 No dividends per share

SCHEDULE 7




Union Electric Company d/b/a Ameren Missouri

Comparable Electrical Utility Companies

File No. ER-2011-0028

for Union Electric Company d/b/a Ameren Missouri

S&P
Corporate
Ticker Credit
Number Symbol Company Name Rating
1 LNT Alliant Energy BBB+
2 AEP American Electric Power BBB
3 CNL Cleco Corp. BBB
4 DPL DPL Inc. A-
5 IDA IDACORRP, Inc. BBB
6 PCG PG&E Corp. BBB+
7 PNW Pinnacle West Capital BBB-
8 SO Southern Company A
9 WR Westar Energy, Inc. BBB
10 XEL Xcel Energy A-
Average BBB+
Ameren and Union Electric BBB-

SCHEDULE 8
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Company Name

Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Ten-Year Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates

for the Comparable Electric Utility Companies

DPS

Alliant Energy

American Electric Power
Cleco Corp.

DPL Inc.

IDACORP, Inc.

PG&E Corp.

Pinnacle West Capital
Southern Company
Westar Energy, Inc.
Xcel Energy

Average

Source: The Value Line Investment Survey: Ratings & Reports,

-3.50%
-4.00%
1.00%
1.50%
-4.50%
2.50%
5.50%
2.50%
-6.50%
-4.00%

-0.95%

10-Year Annual Compound Growth Rates

EPS
3.00%
0.00%
3.50%
4.50%
-0.50%
4.50%
-2.00%
3.00%
1.50%
-1.00%

1.65%

November 5 and 26, and December 24, 2010.

BVPS

1.00%

0.50%

7.00%

0.00%

3.50%

2.50%

3.00%

2.00%

-4.00%

-0.50%

1.50%

Average of
10 Year
Annual

Compound

Growth Rates
0.17%
-1.17%
3.83%
2.00%
-0.50%
3.17%
217%
2.50%
-3.00%
-1.83%

0.73%

SCHEDULE 9-1
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Company Name

Union Electric Company d/b/a Ameren Missouri

Five-Year Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates

File No. ER-2011-0028

for the Comparable Electric Utility Companies

DPS

Alliant Energy

American Electric Power
Cleco Corp.

DPL Inc.

IDACORRP, Inc.

PG&E Corp.

Pinnacle West Capital
Southern Company
Westar Energy, Inc.
Xcel Energy

Average

Source: The Value Line Investment Survey: Ratings & Reports,

0.50%
-2.50%
0.00%
3.00%
-5.50%
0.00%
4.00%
3.50%
-0.50%
1.00%

0.35%

EPS
9.00%
2.00%
3.00%
10.50%
8.50%

NMF
-1.00%
3.00%

21.50%
8.00%
6.45%

November 5 and 26, and December 24, 2010

BVPS

3.50%
5.00%
10.00%
3.00%
4.00%
14.00%
2.00%
5.50%
1.00%
4.00%

5.20%

Average of
5 Year
Annual

Compound
Growth Rates

4.33%
1.50%
4.33%
5.50%
2.33%
7.00%
1.67%
4.00%
7.33%
4.33%
4.23%

SCHEDULE 9-2
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Five-Year Projected Dividends Per Share, Earnings Per Share & Book Value Per Share Growth Rates

Company Name

Alliant Energy

American Electric Power
Cleco Corp.

DPL Inc.

IDACOREP, Inc.

PG&E Corp.

Pinnacle West Capital
Southern Company
Westar Energy, Inc.
Xcel Energy

Average

Union Electric Company d/b/a Ameren Missouri

File No. ER-2011-0028

for the Comparable Electric Utility Companies

DPS
5.50%
3.50%
8.50%
5.50%
2.50%
6.00%
1.50%
4.00%
3.50%
3.50%

4.40%

EPS
7.00%
3.00%
9.50%
7.00%
5.50%
6.00%
6.00%
4.50%
8.50%
5.50%
6.25%

Source: The Value Line Investment Survey: Ratings & Reports, November 5 and 26, and December 24, 2010.

BVPS

3.50%
4.50%
6.50%
6.50%
5.00%
6.00%
2.00%
5.50%
3.00%
4.50%

4.70%

Average of
5 Year
Annual

Compound

Growth Rates

5.33%
3.67%
8.17%
6.33%
4.33%
6.00%
3.17%
4.67%
5.00%
4.50%
5.12%

SCHEDULE 9-3



Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Historical and Projected Growth Rates
for the Comparable Electric Utility Companies

(1 @) @) (4)

®)

(6)

Historical Historical Projected
10-Year 5-Year 5-Year Projected
Compound Compound Compound 5-Year Projected Average
Growth Rates Growth Rates Growth Rates  EPS Growth 3-5 Year Projected
(DPS, EPS and (DPS, EPS and (DPS, EPS and Reuters EPS Growth EPS Growth
Company Name BVPS) BVPS) BVPS) (Mean) Value Line Growth
Alliant Energy 0.17% 4.33% 5.33% 6.67% 7.00% 6.84%
American Electric Power -1.17% 1.50% 3.67% 4.25% 3.00% 3.63%
Cleco Corp. 3.83% 4.33% 8.17% 3.00% 9.50% 6.25%
DPL Inc. 2.00% 5.50% 6.33% 8.00% 7.00% 7.50%
IDACORP, Inc. -0.50% 2.33% 4.33% 4.67% 5.50% 5.09%
PG&E Corp. 3.17% 7.00% 6.00% 6.30% 6.00% 6.15%
Pinnacle West Capital 217% 1.67% 3.17% 6.65% 6.00% 6.33%
Southern Company 2.50% 4.00% 4.67% 5.06% 4.50% 4.78%
Westar Energy, Inc. -3.00% 7.33% 5.00% 7.62% 8.50% 8.06%
Xcel Energy -1.83% 4.33% 4.50% 6.03% 5.50% 5.77%
Average 0.73% 4.23% 5.12% 5.83% 6.25% 6.04%

Proposed Range of Growth for Comparables:

Column 5 =[( Column 3 + Column4)/2°

Sources: Column 1 = Schedule 9-1.

Column 2 = Schedule 9-2

Column 3 = Schedule 9-3.

Column 4 = Reuters.com on January 27, 2011

4.00%-5.00%

SCHEDULE 9-4



Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Average High / Low Stock Price for October 2010 through December 2010
for the Comparable Electric Utility Companies

(1 (2) ) (4) ®) (6) (7)

0T 3TNA3IHDS

-- October 2010 -- -- November 2010 -- -- December 2010 -- Average

High/Low
High Low High Low High Low Stock
Stock Stock Stock Stock Stock Stock Price

Company Name Price Price Price Price Price Price (10/10 - 12/10)

Alliant Energy 37.00 35.66 37.65 35.69 37.32 36.28 36.60
American Electric Power 37.55 35.68 37.94 35.36 36.47 34.92 36.32
Cleco Corp. 31.47 29.59 31.76 30.10 31.22 30.05 30.70
DPL Inc. 27.80 26.03 27.10 25.03 26.45 25.32 26.29
IDACORRP, Inc. 37.20 35.88 37.34 35.46 37.76 36.57 36.70
PG&E Corp. 48.11 45.38 48.63 46.16 48.63 46.61 47.25
Pinnacle West Capital 42.68 40.93 42.44 39.97 41.99 40.15 41.36
Southern Company 38.62 37.10 38.48 37.32 38.49 37.43 37.91
Westar Energy, Inc. 25.79 24.21 25.90 24.64 25.52 24.50 25.09
Xcel Energy 24.08 23.02 24.36 23.17 23.89 23.20 23.62

Notes:

Column 7 =[ ( Column 1 + Column 2 + Column 3 + Column 4 + Column 5 + Column 6 )/6].

Source: http://ffinance.yahoo.com

SCHEDULE 10



Union Electric Company d/b/a Ameren Missouri
File No. ER-20011-0028

Constant-Growth Discounted Cash Flow (DCF) Estimated Costs of Common Equity
for the Comparable Electric Utility Companies

(1 (2) ©)

Average
Expected High/Low Projected
Annual Stock Dividend
Company Name Dividend Price Yield
Alliant Energy $1.65 $36.600 4.51%
American Electric Power $1.84 $36.320 5.07%
Cleco Corp. $1.08 $30.698 3.52%
DPL Inc. $1.28 $26.288 4.87%
IDACORRP, Inc. $1.20 $36.702 3.27%
PG&E Corp. $1.92 $47.253 4.06%
Pinnacle West Capital $2.10 $41.360 5.08%
Southern Company $1.88 $37.907 4.96%
Westar Energy, Inc. $1.28 $25.280 5.06%
Xcel Energy $1.03 $23.620 4.36%
Average 4.48%
Proposed Dividend Yield: 4.50%
Proposed Range of Growth: 4.00% - 5.00%
Estimated Proxy Cost of Common Equity: 8.50 - 9.50%
Notes: Column 1 = Estimated Dividend Declared per share represents Value Line projected dividends for 2011.

Column 3 = ( Column 1/ Column 2).

Sources: Column 1 = The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December 24, 2010.

Column 2 = Schedule 10.
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity

(1

(2)

©)

4)

®)

for the Comparable Electric Utility Companies

(6)

(")

8)

©)

Annualized  Growth Growth Growth

Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity
Alliant Energy $1.58 6.84% 6.20% 556%  4.92%  4.28% 3.64% 3.00% 8.62%
American Electric Power $1.84 3.63% 3.52% 3.42% 3.31% 3.21% 3.10% 3.00% 8.42%
Cleco Corp. $1.00 6.25% 5.71% 517%  4.63%  4.08% 3.54% 3.00% 7.12%
DPL Inc. $1.21 7.50% 6.75% 6.00% 525%  4.50% 3.75% 3.00% 9.22%
IDACORP, Inc. $1.20 5.09% 474%  439%  4.04% 3.70% 3.35% 3.00% 6.85%
PG&E Corp. $1.82 6.15% 5.63% 510%  4.58%  4.05% 3.53% 3.00% 7.83%
Pinnacle West Capital $2.10 6.33% 5.77% 522% 466% 4.11% 3.55% 3.00% 9.38%
Southern Company $1.82 4.78% 4.48%  4.19% 3.89% 3.59% 3.30% 3.00% 8.51%
Westar Energy, Inc. $1.24 8.06% 7.22%  6.37% 553%  4.69% 3.84% 3.00% 9.81%
Xcel Energy $1.01 5.77% 530% 4.84%  4.38% 3.92% 3.46% 3.00% 8.22%
8.40%

Sources: Column 1 = The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December 24, 2010.
Column 2 = Reuters.com on January 27, 2011.
Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14.
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Union Electric Company d/b/a Ameren Missouri

File No. ER-2011-0028

Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity
for the Comparable Electric Utility Companies

(1)

)

©)

(4)

®)

(6)

(7)

(8)

9)

Annualized  Growth Growth Growth

Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity
Alliant Energy $1.58 6.84% 6.28% 5.72% 517% 461%  4.06% 3.50% 8.97%
American Electric Power $1.84 3.63% 3.60% 3.58% 3.56% 3.54% 3.52% 3.50% 8.78%
Cleco Corp. $1.00 6.25% 5.79% 533% 4.88% 4.42% 3.96% 3.50% 7.51%
DPL Inc. $1.21 7.50% 6.83% 6.17% 550% 4.83% 4.17% 3.50% 9.56%
IDACORRP, Inc. $1.20 5.09% 4.82%  456% 4.29%  4.03% 3.76% 3.50% 7.24%
PG&E Corp. $1.82 6.15% 5.71% 527%  4.83%  4.38% 3.94% 3.50% 8.20%
Pinnacle West Capital $2.10 6.33% 5.85% 538% 491% 4.44% 3.97% 3.50% 9.72%
Southern Company $1.82 4.78% 457%  4.35%  4.14% 3.93% 3.71% 3.50% 8.87%
Westar Energy, Inc. $1.24 8.06% 7.30% 6.54% 5.78% 5.02% 4.26% 3.50% 10.14%
Xcel Energy $1.01 5.77% 5.39% 5.01%  4.63%  4.26% 3.88% 3.50% 8.59%
8.76%

Sources: Column 1 = The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December 24, 2010.

Column 2 = Reuters.com on January 27, 2011.
Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14.
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Union Electric Company d/b/a Ameren Missouri

File No. ER-2011-0028

Multiple-Stage Discounted Cash Flow (DCF) Estimated Costs of Common Equity
for the Comparable Electric Utility Companies

(1

(2)

©)

(4)

®)

(6)

)

8)

9)

Annualized  Growth Growth Growth

Quarterly Years Years in Cost of

Company Name Dividend 1-5 6 7 8 9 10 Perpetuity Equity
Alliant Energy $1.58 6.84% 6.36% 5.89% 542%  4.95%  4.47% 4.00% 9.34%
American Electric Power $1.84 3.63% 3.69% 3.75% 3.81% 3.88% 3.94% 4.00% 9.15%
Cleco Corp. $1.00 6.25% 5.88% 5.50% 513% 4.75%  4.38% 4.00% 7.91%
DPL Inc. $1.21 7.50% 6.92%  6.33% 5.75% 517%  4.58% 4.00% 9.91%
IDACORP, Inc. $1.20 5.09% 490% 4.72% 4.54%  4.36% 4.18% 4.00% 7.64%
PG&E Corp. $1.82 6.15% 579%  5.43% 5.08% 4.72%  4.36% 4.00% 8.58%
Pinnacle West Capital $2.10 6.33% 5.94% 5.55% 516% 4.78%  4.39% 4.00% 10.07%
Southern Company $1.82 4.78% 4.65% 4.52% 4.39% 4.26% 4.13% 4.00% 9.24%
Westar Energy, Inc. $1.24 8.06% 7.38% 6.71%  6.03% 5.35%  4.68% 4.00% 10.48%
Xcel Energy $1.01 5.77% 5.47% 518%  4.88%  459%  4.29% 4.00% 8.96%
9.13%

Sources: Column 1 = The Value Line Investment Survey: Ratings and Reports, November 5 and 26, and December 24, 2010.
Column 2 = Reuters.com on January 27, 2011.
Column 8 = See range of averages from Schedules 13-1 through Schedules 13-4 and Schedule 14.
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Union Electric d/b/a Ameren Missouri

File No. ER-2011-0028

Central Region Electric Utility Proxy Group

EPS

10-Year Compound Growth Rate Averages (1968-1999)

Dayton Detroit Okla. Gas & WPS Resources/  WI Energy/
P &L/ Edison/ Kansas City Northern States Electric/ OGE Wisconsin WI Electric
Years DPL DTE Empire IPALCO P&L Power Energy Corp. SJL&P Public Serv. Power Average
1968-70 to 1978-80 -1.74% -0.57% 0.24% 4.13% 1.77% 4.13% 1.16% 1.40% 6.23% 6.32% 2.31%
1969-71 to 1979-81 -0.21% 0.05% -0.64% 4.30% 2.62% 4.02% 0.48% 1.66% 6.60% 6.79% 2.57%
1970-72 to 1980-82 0.98% -0.46% 0.41% 3.14% 3.24% 4.48% 1.88% 2.66% 6.41% 7.24% 3.00%
1971-73 to 1981-83 2.72% 0.53% 2.64% 2.87% 4.83% 6.11% 2.90% 4.03% 6.92% 7.77% 4.13%
1972-74 to 1982-84 3.71% 1.48% 5.33% 4.69% 6.44% 7.64% 3.02% 5.65% 7.78% 8.25% 5.40%
1973-75 to 1983-85 4.19% 3.60% 6.21% 5.91% 7.60% 8.08% 2.58% 6.94% 8.54% 9.39% 6.30%
1974-76 to 1984-86 4.19% 4.41% 6.50% 5.86% 5.75% 8.03% 2.81% 7.89% 7.98% 9.60% 6.30%
1975-77 to 1985-87 5.10% 4.69% 5.70% 4.19% 4.26% 7.59% 2.90% 8.10% 6.81% 9.18% 5.85%
1976-78 to 1986-88 5.84% 4.29% 5.68% 5.40% 3.02% 7.24% 3.92% 7.95% 5.98% 8.86% 5.82%
1977-79 to 1987-89 6.16% 3.93% 5.49% 5.09% 4.12% 6.73% 5.22% 8.49% 5.08% 8.96% 5.93%
1978-80 to 1988-90 5.61% 4.41% 5.52% 5.11% 3.09% 6.07% 6.65% 8.20% 4.35% 9.08% 5.81%
1979-81 to 1989-91 3.75% 5.35% 6.06% 4.67% 1.90% 5.45% 6.56% 7.68% 3.70% 8.07% 5.32%
1980-82 to 1990-92 2.46% 6.83% 4.65% 4.43% 0.31% 3.15% 3.63% 5.76% 3.91% 6.16% 4.13%
1981-83 to 1991-93 1.00% 6.06% 2.56% 3.11% -1.01% 1.58% 1.58% 3.37% 3.45% 4.33% 2.60%
1982-84 to 1992-94 1.31% 4.75% -0.16% 1.44% -2.03% 0.83% 0.71% 2.88% 2.19% 2.64% 1.46%
1983-85 to 1993-95 1.36% 2.97% -1.18% 1.78% -2.21% 1.85% 1.81% 2.46% 1.03% 2.58% 1.24%
1984-86 to 1994-96 1.71% 1.79% -1.39% 3.31% -1.08% 2.26% 2.15% 2.56% 0.20% 2.27% 1.38%
1985-87 to 1995-97 1.65% 0.64% -1.47% 4.22% 0.35% 1.90% 2.19% 1.90% 0.12% -0.46% 1.10%
1986-88 to 1996-98 2.28% 0.57% -0.92% 4.59% 1.57% 1.50% 2.11% 1.34% -0.86% -2.24% 0.99%
1987-89 to 1997-99 2.62% 1.08% -0.46% 5.06% 0.15% 0.40% 2.36% 0.49% -0.38% -3.07% 0.83%
Average 2.73% 2.82% 2.54% 4.17% 2.23% 4.45% 2.83% 4.57% 4.30% 5.59% 3.62%
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Union Electric d/b/a Ameren Missouri

File No. ER-2011-0028

Central Region Electric Utility Proxy Group

10-Year Compound Growth Rate Averages (1968-1999)

DPS

Okla. Gas & WPS
Dayton Detroit Northern Electric/ Resources/ WI Energy/
P &L/ Edison/ Kansas City States OGE Energy Wisconsin WI Electric
Years DPL DTE Empire IPALCO P&L Power Corp. SJL&P Public Serv. Power Average
1968-70 to 1978-80 0.90% 1.17% 2.45% 3.52% 3.34% 3.37% 3.79% 1.89% 4.36% 5.46% 3.03%
1969-71 to 1979-81 0.87% 1.43% 217% 4.15% 3.03% 3.76% 3.52% 1.89% 4.69% 5.70% 3.12%
1970-72 to 1980-82 1.04% 1.59% 1.90% 4.69% 3.17% 4.02% 3.32% 2.01% 5.13% 5.98% 3.28%
1971-73 to 1981-83 1.41% 1.64% 1.98% 4.92% 3.56% 4.39% 3.35% 2.28% 5.64% 6.23% 3.54%
1972-74 to 1982-84 1.70% 1.60% 2.32% 4.95% 4.13% 4.88% 3.49% 2.82% 6.18% 6.37% 3.84%
1973-75 to 1983-85 1.89% 1.48% 2.86% 5.03% 4.45% 5.60% 3.62% 3.50% 6.72% 6.52% 4.17%
1974-76 to 1984-86 1.89% 1.48% 3.31% 5.19% 4.12% 6.31% 3.75% 4.32% 7.18% 6.78% 4.43%
1975-77 to 1985-87 2.01% 1.44% 3.77% 5.73% 3.40% 6.78% 3.91% 4.97% 7.38% 7.08% 4.65%
1976-78 to 1986-88 2.26% 1.28% 4.14% 5.65% 2.96% 6.95% 4.04% 5.36% 7.30% 7.34% 4.73%
1977-79 to 1987-89 2.56% 0.94% 4.50% 5.49% 3.16% 6.96% 4.14% 5.72% 7.00% 7.51% 4.80%
1978-80 to 1988-90 2.83% 0.86% 4.81% 4.96% 3.58% 6.86% 4.27% 6.10% 6.66% 7.65% 4.86%
1979-81 to 1989-91 2.92% 0.99% 5.08% 4.80% 3.77% 6.72% 4.33% 6.53% 6.26% 7.68% 4.91%
1980-82 to 1990-92 2.83% 1.38% 5.27% 4.53% 3.78% 6.54% 4.30% 6.63% 5.83% 7.59% 4.87%
1981-83 to 1991-93 2.59% 1.70% 5.18% 4.24% 3.47% 6.22% 4.02% 6.49% 5.30% 7.29% 4.65%
1982-84 to 1992-94 2.59% 1.93% 4.80% 3.96% 3.02% 5.75% 3.64% 6.03% 4.65% 6.89% 4.33%
1983-85 to 1993-95 2.89% 2.06% 4.22% 3.75% 2.72% 5.14% 3.21% 5.50% 3.88% 6.44% 3.98%
1984-86 to 1994-96 3.41% 2.06% 3.58% 3.69% 3.14% 4.49% 2.77% 4.90% 3.15% 6.00% 3.72%
1985-87 to 1995-97 3.79% 2.06% 2.92% 1.92% 3.74% 3.91% 2.33% 4.42% 2.63% 5.54% 3.33%
1986-88 to 1996-98 3.95% 2.06% 2.30% 0.76% 3.99% 3.46% 1.87% 3.92% 2.39% 5.00% 2.97%
1987-89 to 1997-99 3.81% 2.06% 1.74% -0.41% 3.52% 3.11% 1.42% 3.37% 2.31% 4.36% 2.53%
Average 2.41% 1.56% 3.46% 4.08% 3.50% 5.26% 3.46% 4.43% 5.23% 6.47% 3.99%
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Union Electric d/b/a Ameren Missouri

Central Region Electric Utility Proxy Group

File No. ER-2011-0028

BVPS
10-Year Compound Growth Rate Averages (1968-1999)

Okla. Gas & WPS
Dayton Detroit Northern Electric/ Resources/ WI Energy/
P &L/ Edison/ Kansas City States  OGE Energy Wisconsin ~ WI Electric
Years DPL DTE Empire IPALCO P&L Power Corp. SJL&P Public Serv. Power Average
1968-70 to 1978-80  1.40% 0.04% 2.37% 5.21% 1.88% 4.34% 5.76% 1.28% 4.13% 4.03% 3.05%
1969-71t0 1979-81  0.84% -0.35% 1.93% 4.93% 1.51% 4.19% 4.58% 1.15% 4.37% 3.711% 2.69%
1970-72 to 1980-82  0.28% -0.88% 1.63% 4.43% 1.19% 4.15% 3.83% 1.13% 4.50% 3.84% 2.41%
1971-73t0 1981-83  0.16% -1.30% 1.58% 3.84% 1.20% 4.31% 3.00% 1.31% 4.57% 4.09% 2.27%
1972-74 t0 1982-84  0.27% -1.51% 1.89% 3.77% 1.35% 4.72% 2.66% 1.65% 4.89% 4.49% 2.42%
1973-75t0 1983-85  0.25% -1.27% 2.32% 3.99% 1.88% 5.18% 2.33% 2.36% 5.27% 5.02% 2.73%
1974-76 to 1984-86  0.30% -0.77% 2.82% 4.47% 2.26% 5.56% 2.43% 3.27% 5.56% 5.52% 3.14%
1975-77 t0 1985-87  0.27% -0.18% 3.17% 4.63% 2.54% 5.73% 2.33% 4.20% 5.57% 5.86% 3.41%
1976-78 to 1986-88  0.66% -0.61% 3.51% 4.82% 2.32% 5.80% 2.33% 4.89% 5.42% 6.11% 3.53%
1977-79t0 1987-89  1.13% -1.05% 3.79% 4.77% 2.28% 5.80% 2.30% 5.41% 5.16% 6.38% 3.60%
1978-80 to 1988-90  1.80% -1.34% 417% 4.79% 2.28% 5.74% 2.57% 5.69% 4.77% 6.69% 3.72%
1979-81t0 1989-91  2.31% -0.30% 4.59% 4.84% 2.44% 5.65% 2.92% 5.82% 4.27% 6.91% 3.95%
1980-82 to 1990-92  2.29% 0.97% 4.88% 4.92% 2.41% 5.43% 2.96% 5.72% 3.96% 6.94% 4.05%
1981-83t0 1991-93  1.97% 2.03% 4.82% 4.84% 2.10% 5.14% 2.75% 5.41% 3.75% 6.74% 3.95%
1982-84 to 1992-94  1.84% 2.72% 4.36% 4.50% 1.71% 4.77% 2.37% 5.01% 3.57% 6.33% 3.72%
1983-85t0 1993-95  2.33% 2.95% 3.83% 4.15% 1.17% 4.46% 2.16% 4.60% 3.29% 5.91% 3.48%
1984-86 to 1994-96  2.78% 2.82% 3.34% 3.73% 0.78% 4.21% 1.91% 4.27% 2.99% 5.48% 3.23%
1985-87 to 1995-97  3.14% 2.52% 2.92% 2.52% 0.41% 4.01% 1.85% 3.99% 2.77% 4.81% 2.89%
1986-88 to 1996-98  3.26% 3.25% 2.56% 1.45% 0.50% 3.81% 1.86% 3.75% 2.43% 3.99% 2.69%
1987-89 to 1997-99  3.42% 4.16% 2.20% 1.19% 0.42% 3.56% 2.04% 3.47% 2.20% 3.17% 2.58%
Average 1.54% 0.60% 3.13% 4.09% 1.63% 4.83% 2.75% 3.72% 4.17% 5.30% 3.18%
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Union Electric d/b/a Ameren Missouri
File No. ER-2011-0028

Central Region Electric Utility Proxy Group
DPS, EPS, BVPS & GDP
10-Year Compound Growth Rate Averages (1968-1999)

DPS EPS BVPS GDP

10 yr compound 10 yr compound 10 yr compound 10 yr compound
Years growth rate avgs Years growth rate avgs Years growth rate avgs Years growth rate avgs
1968-70 to 1978-80 3.03% 1968-70 to 1978-80 2.31% 1968-70 to 1978-80 3.05% 1968-70 to 1978-80 10.05%
1969-71 to 1979-81 3.12% 1969-71 to 1979-81 2.57% 1969-71 to 1979-81 2.69% 1969-71 to 1979-81 10.41%
1970-72 to 1980-82 3.28% 1970-72 to 1980-82 3.00% 1970-72 to 1980-82 2.41% 1970-72 to 1980-82 10.42%
1971-73 to 1981-83 3.54% 1971-73 to 1981-83 4.13% 1971-73 to 1981-83 2.27% 1971-73 to 1981-83 10.22%
1972-74 to 1982-84 3.84% 1972-74 to 1982-84 5.40% 1972-74 to 1982-84 2.42% 1972-74 to 1982-84 10.03%
1973-75 to 1983-85 4.17% 1973-75 to 1983-85 6.30% 1973-75 to 1983-85 2.73% 1973-75 to 1983-85 9.96%
1974-76 to 1984-86 4.43% 1974-76 to 1984-86 6.30% 1974-76 to 1984-86 3.14% 1974-76 to 1984-86 9.77%
1975-77 to 1985-87 4.65% 1975-77 to 1985-87 5.85% 1975-77 to 1985-87 3.41% 1975-77 to 1985-87 9.34%
1976-78 to 1986-88 4.73% 1976-78 to 1986-88 5.82% 1976-78 to 1986-88 3.53% 1976-78 to 1986-88 8.80%
1977-79 to 1987-89 4.80% 1977-79 to 1987-89 5.93% 1977-79 to 1987-89 3.60% 1977-79 to 1987-89 8.32%
1978-80 to 1988-90 4.86% 1978-80 to 1988-90 5.81% 1978-80 to 1988-90 3.72% 1978-80 to 1988-90 7.92%
1979-81 to 1989-91 4.91% 1979-81 to 1989-91 5.32% 1979-81 to 1989-91 3.95% 1979-81 to 1989-91 7.38%
1980-82 to 1990-92 4.87% 1980-82 to 1990-92 4.13% 1980-82 to 1990-92 4.05% 1980-82 to 1990-92 7.06%
1981-83 to 1991-93 4.65% 1981-83 to 1991-93 2.60% 1981-83 to 1991-93 3.95% 1981-83 to 1991-93 6.72%
1982-84 to 1992-94 4.33% 1982-84 to 1992-94 1.46% 1982-84 to 1992-94 3.72% 1982-84 to 1992-94 6.49%
1983-85 to 1993-95 3.98% 1983-85 to 1993-95 1.24% 1983-85 to 1993-95 3.48% 1983-85 to 1993-95 6.12%
1984-86 to 1994-96 3.72% 1984-86 to 1994-96 1.38% 1984-86 to 1994-96 3.23% 1984-86 to 1994-96 5.89%
1985-87 to 1995-97 3.33% 1985-87 to 1995-97 1.10% 1985-87 to 1995-97 2.89% 1985-87 to 1995-97 5.81%
1986-88 to 1996-98 2.97% 1986-88 to 1996-98 0.99% 1986-88 to 1996-98 2.69% 1986-88 to 1996-98 5.73%
1987-89 to 1997-99 2.53% 1987-89 to 1997-99 0.83% 1987-89 to 1997-99 2.58% 1987-89 to 1997-99 5.63%
Average 3.99% Average 3.62% Average 3.18% Average 8.10%
Average of 10-year Rolling Averages EPS, DPS and BVPS 3.59%
Source: Value Line Investment Survey

Average EPS, DPS and BVPS as a percentage of average GDP: 44.36%
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Years

Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

EPS

10 yr compound
growth rate avgs

Years

Electric Utility
DPS, EPS, BVPS & GDP
10-Year Compound Growth Rate Averages (1947-1999)

BVPS

10 yr compound
growth rate avgs

Years

GDP

10 yr compound
growth rate avgs

Years

10 yr compound
growth rate avgs

1947-49 to 1957-59
1948-50 to 1958-60
1949-51 to 1959-60
1950-52 to 1960-62
1951-53 to 1961-63
1952-54 to 1962-64
1953-55 to 1963-65
1954-56 to 1964-66
1955-57 to 1965-67
1956-58 to 1966-68
1957-59 to 1967-69
1958-60 to 1968-70
1959-61 to 1969-71
1960-62 to 1970-72
1961-63 to 1971-73
1962-64 to 1972-74
1963-65 to 1973-75
1964-66 to 1974-76
1965-67 to 1975-77
1966-68 to 1976-78
1967-69 to 1977-79
1968-70 to 1978-80
1969-71 to 1979-81
1970-72 to 1980-82
1971-73 to 1981-83
1972-74 to 1982-84
1973-75 to 1983-85
1974-76 to 1984-86
1975-77 to 1985-87
1976-78 to 1986-88
1977-79 to 1987-89
1978-80 to 1988-90
1979-81 to 1989-91
1980-82 to 1990-92
1981-83 to 1991-93
1982-84 to 1992-94
1983-85 to 1993-95
1984-86 to 1994-96
1985-87 to 1995-97
1986-88 to 1996-98
1987-89 to 1997-99

4.58%
4.49%
4.33%
4.31%
4.48%
4.74%
5.16%
5.52%
5.87%
5.97%
5.96%
5.89%
5.68%
5.42%
5.00%
4.35%
3.50%
2.77%
2.46%
2.47%
2.71%
3.03%
3.46%
3.89%
4.29%
4.82%
5.27%
5.57%
5.43%
4.98%
4.32%
3.59%
2.99%
2.46%
1.93%
1.37%
0.87%
0.49%
0.19%
-0.35%
-0.70%

1947-49 to 1957-59
1948-50 to 1958-60
1949-51 to 1959-60
1950-52 to 1960-62
1951-53 to 1961-63
1952-54 to 1962-64
1953-55 to 1963-65
1954-56 to 1964-66
1955-57 to 1965-67
1956-58 to 1966-68
1957-59 to 1967-69
1958-60 to 1968-70
1959-61 to 1969-71
1960-62 to 1970-72
1961-63 to 1971-73
1962-64 to 1972-74
1963-65 to 1973-75
1964-66 to 1974-76
1965-67 to 1975-77
1966-68 to 1976-78
1967-69 to 1977-79
1968-70 to 1978-80
1969-71 to 1979-81
1970-72 to 1980-82
1971-73 to 1981-83
1972-74 to 1982-84
1973-75 to 1983-85
1974-76 to 1984-86
1975-77 to 1985-87
1976-78 to 1986-88
1977-79 to 1987-89
1978-80 to 1988-90
1979-81 to 1989-91
1980-82 to 1990-92
1981-83 to 1991-93
1982-84 to 1992-94
1983-85 to 1993-95
1984-86 to 1994-96
1985-87 to 1995-97
1986-88 to 1996-98
1987-89 to 1997-99

4.92%
4.91%
5.00%
5.35%
5.76%
5.99%
6.09%
6.26%
6.50%
6.57%
6.50%
6.06%
5.60%
5.27%
4.95%
4.41%
3.71%
3.02%
2.90%
2.63%
2.71%
2.49%
2.88%
3.19%
3.69%
4.36%
4.80%
5.15%
4.45%
3.44%
1.78%
0.82%
0.34%
0.16%
-0.50%
-1.81%
-1.71%
-1.51%
-1.51%
-2.94%
-2.50%

1947-49 to 1957-59
1948-50 to 1958-60
1949-51 to 1959-60
1950-52 to 1960-62
1951-53 to 1961-63
1952-54 to 1962-64
1953-55 to 1963-65
1954-56 to 1964-66
1955-57 to 1965-67
1956-58 to 1966-68
1957-59 to 1967-69
1958-60 to 1968-70
1959-61 to 1969-71
1960-62 to 1970-72
1961-63 to 1971-73
1962-64 to 1972-74
1963-65 to 1973-75
1964-66 to 1974-76
1965-67 to 1975-77
1966-68 to 1976-78
1967-69 to 1977-79
1968-70 to 1978-80
1969-71 to 1979-81
1970-72 to 1980-82
1971-73 to 1981-83
1972-74 to 1982-84
1973-75 to 1983-85
1974-76 to 1984-86
1975-77 to 1985-87
1976-78 to 1986-88
1977-79 to 1987-89
1978-80 to 1988-90
1979-81 to 1989-91
1980-82 to 1990-92
1981-83 to 1991-93
1982-84 to 1992-94
1983-85 to 1993-95
1984-86 to 1994-96
1985-87 to 1995-97
1986-88 to 1996-98
1987-89 to 1997-99

3.10%
3.30%
3.39%
3.48%
3.79%
4.22%
4.53%
4.65%
4.65%
4.69%
4.73%
4.88%
4.97%
5.14%
5.05%
4.92%
4.83%
4.92%
5.00%
4.83%
4.63%
4.40%
4.16%
3.78%
3.49%
3.37%
3.17%
3.01%
2.81%
2.71%
2.36%
1.88%
1.82%
1.93%
2.43%
2.90%
2.62%
2.25%
1.78%
1.59%
2.51%

1947-49 to 1957-59
1948-50 to 1958-60
1949-51 to 1959-60
1950-52 to 1960-62
1951-53 to 1961-63
1952-54 to 1962-64
1953-55 to 1963-65
1954-56 to 1964-66
1955-57 to 1965-67
1956-58 to 1966-68
1957-59 to 1967-69
1958-60 to 1968-70
1959-61 to 1969-71
1960-62 to 1970-72
1961-63 to 1971-73
1962-64 to 1972-74
1963-65 to 1973-75
1964-66 to 1974-76
1965-67 to 1975-77
1966-68 to 1976-78
1967-69 to 1977-79
1968-70 to 1978-80
1969-71 to 1979-81
1970-72 to 1980-82
1971-73 to 1981-83
1972-74 to 1982-84
1973-75 to 1983-85
1974-76 to 1984-86
1975-77 to 1985-87
1976-78 to 1986-88
1977-79 to 1987-89
1978-80 to 1988-90
1979-81 to 1989-91
1980-82 to 1990-92
1981-83 to 1991-93
1982-84 to 1992-94
1983-85 to 1993-95
1984-86 to 1994-96
1985-87 to 1995-97
1986-88 to 1996-98
1987-89 to 1997-99

6.28%
6.10%
5.77%
5.27%
4.96%
5.26%
5.47%
5.82%
5.94%
6.36%
6.63%
6.93%
7.16%
7.46%
7.92%
8.24%
8.49%
8.62%
8.91%
9.29%
9.71%
10.05%
10.41%
10.42%
10.22%
10.03%
9.96%
9.77%
9.34%
8.80%
8.32%
7.92%
7.38%
7.06%
6.72%
6.49%
6.12%
5.89%
5.81%
5.73%
5.63%

Average

3.74%

Average

Average of 10-year Rolling Averages EPS, DPS and BVPS

Source: 2003 Mergent Public Utility and Transportation Manual

3.18%

3.52%

Average

3.63%

Average

7.53%
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Capital Asset Pricing Model (CAPM) Costs of Common Equity Estimates
Based on Historical Return Differences Between Common Stocks and Long-Term U.S. Treasuries
for the Comparable Electric Utility Companies

(1) (2) 3) (4) ) (6)

Arithmetic Geometric Arithmetic Geometric
Average Average CAPM CAPM
Market Market Cost of Cost of

Risk Company's Risk Risk Common Common
Free Value Line Premium Premium Equity Equity

Company Name Rate Beta (1926-2009) (1926-2009) (1926-2009) (1926-2009)

Alliant Energy 4.16% 0.70 6.00% 4.40% 8.36% 7.24%
American Electric Power 4.16% 0.70 6.00% 4.40% 8.36% 7.24%
Cleco Corp. 4.16% 0.65 6.00% 4.40% 8.06% 7.02%
DPL Inc. 4.16% 0.60 6.00% 4.40% 7.76% 6.80%
IDACORP, Inc. 4.16% 0.70 6.00% 4.40% 8.36% 7.24%
PG&E Corp. 4.16% 0.55 6.00% 4.40% 7.46% 6.58%
Pinnacle West Capital 4.16% 0.70 6.00% 4.40% 8.36% 7.24%
Southern Company 4.16% 0.55 6.00% 4.40% 7.46% 6.58%
Westar Energy, Inc. 4.16% 0.75 6.00% 4.40% 8.66% 7.46%
Xcel Energy 4.16% 0.65 6.00% 4.40% 8.06% 7.02%
Average 0.66 8.09% 7.04%

Column 1 = The appropriate yield is equal to the average 30-year U.S. Treasury Bond yield for October, November and
December 2010 which was obtained from the St. Louis Federal Reserve website at http://research.stlouisfed.org/fred2/series/GS30/22.

Column 2 = Beta is a measure of the movement and relative risk of an individual stock to the market as a whole as reported by the Value Line Investment Survey:
Ratings & Reports, November 5 and 26, and December 24, 2010.

Column 3 = The Market Risk Premium represents the expected return from holding the entire market portfolio less the expected return from holding
a risk free investment. The appropriate Market Risk Premium for the period 1926 - 2009 was determined to be 6.00% based on an
arithmetic average as calculated in Ibbotson Associates, Inc.'s Stocks, Bonds, Bills, and Inflation: 2010 Yearbook.

Column 4 = The Market Risk Premium represents the expected return from holding the entire market portfolio less the expected return from holding
a risk free investment. The appropriate Market Risk Premium for the period 1926 - 2009 was determined to be 4.4% based on a
geometric average as calculated in Ibbotson Associates, Inc.'s Stocks, Bonds, Bills, and Inflation: 2010 Yearbook.

Column 5 = (Column 1 + (Column 2 * Column 3)).

Column 6 = (Column 1 + (Column 2 * Column 4)).
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Union Electric Company d/b/a Ameren Missouri
File No. ER-2011-0028

Weighted Cost of Capital as of March 31, 2010
for Union Electric Company

Weighted Cost of Capital Using
Common Equity Return of: Ameren Missouri

Percentage Embedded
Capital Component of Capital Cost 8.25% 8.75% 9.25%
Common Stock Equity 50.92% - 4.20% 4.46% 4.71%
Preferred Stock 1.49% 5.189% 0.08% 0.08% 0.08%
Long-Term Debt 47.59% 5.944% 2.83% 2.83% 2.83%

Total 100.00% 7.11% 7.36% 7.62%

Notes:
See Schedule 5 for the Capital Structure Ratios.

Embedded Cost of Long-Term Debt and Embedded Cost of Preferred Stock Provided in Schedule MGO-E1 of Michael G. O'Bryan's Direct Testimony.
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By Supkep Reppy

The Federal Reserve, ac-
knowledging a slow recovery
and stubborniy high unemploy-
ment, decided Wednesday to
proceee with its plans to buy as
much as $600 billion in long-
term Treasury bonds as it awaits
a stronger pickup in growth.

The decision was unanimous,
marking the first meeting of the
policy-making Pederal Open
Market Committee without a
dissenting vote since December
2009,

Despite increasingly optimis-
tic assessments of the economy
from private-sector forecasters,
the Fed offered a lukewarm out-
look. In‘a statement after its
two-day meeting, the committee
satd “the economic recovery is
continuing, though at a rate that

has been insufficient to bring -

about a significant improvement
in labor market conditions,”
Fed officials acknowledged
the recent rise in commodity
prices, which have spurred in-
creasing inflation worries from

central bankers around the

world, but largely shrugged

them off. While commodity.

prices “have risem,” they said,
“longer-term inflation expecta-
tions have remained stable” and
underlying inflation—excluding

volatile food and energy
prices—has been “trending
downward.” ’

Barring & swrprise shift in the

Unqmmous lied Kee

Lot

economy-—an  unanticipated
burst of inflation or a significant
speed-up or slowdown in eco-
notni¢ growth—the Fed is likely
to stay the course with the bond
purchases through June, So far,
it has purchased about a thivd of
the $600 billion target. In the
spring, the committee will have
to decide what to do next.-

The Fed has been holding
short-term interest rates near
zero since December 2008, and

While commodity prices
have risen, said Federal
Reserve policy makers,
‘longer-term inflation
expectations have
remained stable!

reiterated Wednesday that it ex-
pects to keep them there for “an
extended period.” The central
bank embarked on a new round
of bond-buying in November, as
inflation sat well below its infor-
mal 2% target—the Fed’s defini-
tion of “price stability”—and un-
employment stood above any
definition of “maximum employ-
ment,” the other half of its man-
date. The Fed’s aiin was to push
interest rates on longer-term
Treasurys lower than they would
otherwise be and prod investors
to put money in other assets,

such as stocks.

Some Fed officials want to
continue the hond purchases he-
yondd June if wnderlying inflation
remains extremely low. A siow-
down in growth later this yeay,
below the 3% rate that marks
longer-run expansion in the
economy, also could reignite de-
flation fears and spur officials to
extend the bond purchases.

Still, other Fed officials ex-
pect growth and job creation to
accelerate in coming months, A
tax-cut deal by the White House
and Congress in December,
which reduces payroll taxes for
all workers this year, is expected
to boost growth by putting more
money in consumers’ pockets.
Economic forecasters generally
expect the economy to expand at
a pace of around 3.5% to 4% this
year, A pickup in growth heading
into June could spur pressure
from the more-optimistic Fed of-
ficials to move toward ending
the ultra-loose monetary policy
of the past two years.

The most likely course, said
Michae! Feroli, chief 1.S. econo-
mist at J.P. Morgan Chase, is

that “they’ll stop once they fin- -

ish the $600 billion. I don’t
think a lot happens after that,
Then gradually you're going to
start talking about exit and baby
steps toward the exit.,”
Investors believe the Fed will
start raising rates in early 2012,
according to futures markets,
earlier than some Fed officials

ps Buying Bonds

say they expect to do so. Most
central-bauk policy makers ex-
pect the jobless rate, at 9.4% in
December, to stay above 9% into
late this year and put downward
pressure on prices across the
us.

Top Fed ofﬂcials credit the
bond-buying program with re-
ducing deflation risks and easing
worries U.S. growth may slow
again in coming months. The
move helped push investors out
of safe Treasury securities and
into riskier assets such as stocks
and corporate honds. The Dow
Jones Industrial Average crossed
the 12000 mark Wednesday for
the first time. since July 2008,
putting it up about 20% since
the end of August—when Chaix-
man Ben Bernanke first hinted
at new Fed action—and 7% since
the Fed’s announcement in early
November,

In Wednesday’s vote, all four
regional Fed bank presidents
who rotated onto the voting
membership of the FOMC sided
with Mr, Bernanke, including
two who last year expressed
doubts about the bond pur-
chases, Richard Fisher of Dallas
and Charles Plosser of Philadel-
phia, Last year, Kansas City Fed
President Tliomas Hoenig. who
is no longer a voter and plans to
yetire this year, dissented at all
eight meetings, preferving that
the Fed stop loosening policy
and start the process of normal-
izing interest rates.
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EDISON ELECTRIC
el INSTITUTE

About EEI

The Edison Electric Institute is the association of U.S. shareholder-
owned electric companies. Our members serve 95% of the ultimate
customers in the shareholder-owned segment of the industry, and
represent approximately 70% of the U.S. electric power industry.
We also have 79 international electric companies as Affiliate mem-
bers and more than 190 industry suppliers and related organiza-
tions as Associate members.

About EEI's Quarterly Financial Updates
EETs quarterly financial updates present industry trend analyses
and financial data covering 62 U.S. shareholder-owned electric
utility companies. These 62 companies include 57 electric utility
holding companies whose stocks are traded on major U.S. stock
exchanges and eleven electric utilities who are subsidiaties of non-
utility or foreign companies. Financial updates are published for
the following topics:
Dividends Rate Case Summary
Stock Performance SEC Financial Statements (Holding Companies)
Credit Ratings FERC Financial Statements (Regulated Utilities)
Construction Fuel

For EEI Member Companies

The EEI Finance and Accounting Division is developing current
year and historical data sets that cover a wide range of industry
financial and operating metrics. We look forward to serving as a
resource for member companies who wish to produce customized
industry financial data and trend analyses for use in:

Investor relations studies and presentations
Internal company presentations
Performance benchmarking

Peer group analyses

Annual and quarterly reports to shareholders

Edison Electric Institute

701 Pennsylvania Avenue, N.W.
Washington, D.C. 20004-2696
202-508-5000

www.eei.org

We Welcome Your Feedback

EEI is interested in ensuring that our financial publications and
industry data sets best address the needs of member companies
and the financial community. We welcome your comments,
suggestions and inquiries.

Contact:

Mark Agnew

Director, Financial Analysis

(202) 508-5049, magnew(@eei.org

Aaron Trent
Manager, Financial Analysis
(202) 508-5526, atrent@eei.org

Erin Hailes
Financial Assistant
(202) 508-5419, chailes@eei.org

Future EEI Finance Meetings

EEI International Utility Conference
March 13-15, 2011

London Hilton on Park Lane
London, United Kingdom

For more information about EEI Finance Meetings,
please contact Debra Henty, (202) 508-5496, dhenty@eei.org
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The 62 U.S. Shareholder-Owned

Electric Utilities

The companies listed below all serve a regulated distribution territory. Other utilities, such as transmission provider ITC Holdings, are not
shown below because they do not serve a regulated distribution territory. However, their financial information is included in relevant EEIl data
sets, such as transmission-related construction spending.

Allegheny Energy, Inc. (AYE)
ALLETE, Inc. (ALE)

Alliant Energy Corporation (LNT)
Ameren Corporation (AEE)

American Electric Power Company, Inc.
(AEP)

Avista Corporation (AVA)

Black Hills Corporation (BKH)

CenterPoint Energy, Inc. (CNP)

Central Vermont Public Service
Corporation (CV)

CH Energy Group, Inc. (CHG)

Cleco Corporation (CNL)

CMS Energy Corporation (CMS)

Consolidated Edison, Inc. (ED)

Constellation Energy Group, Inc. (CEG)

Dominion Resources, Inc. (D)

DPL, Inc. (DPL)

DTE Energy Company (DTE)

Duke Energy Corporation (DUK)

Edison International (EIX)

El Paso Electric Company (EE)

Empire District Electric Company (EDE)

Energy East Corporation

Energy Future Holdings Corp. (formerly TXU
Corp.)

Entergy Corporation (ETR)

Exelon Corporation (EXC)

FirstEnergy Corp. (FE)

Great Plains Energy Incorporated (GXP)
Hawaiian Electric Industries, Inc. (HE)
IDACORP, Inc. (IDA)

Integrys Energy Group, Inc. (TEG)
IPALCO Enterprises, Inc.

MDU Resources Group, Inc. (MDU)
MGE Energy, Inc. MGEE)
MidAmerican Energy Holdings Company
NextEra Energy, Inc. (NEE)

NiSource Inc. (NT)

Northeast Utilities (NU)
NorthWestern Corporation (NWE)
NSTAR (NST)

NV Energy, Inc. (NVE)

OGE Energy Corp. (OGE)

Otter Tail Corporation (OTTR)

Pepco Holdings, Inc. (POM)

PG&E Corporation (PCG)

Pinnacle West Capital Corporation (PNW)

PNM Resources, Inc. (PNM)

Portland General Electric Company
(POR)

PPL Corporation (PPL)

Progress Energy (PGN)

Public Service Enterprise Group Inc.
(PEG)

Puget Energy, Inc.

SCANA Corporation (SCG)

Sempra Energy (SRE)

Southern Company (SO)

TECO Energy, Inc. (TE)

UIL Holdings Corporation (UIL)
UniSource Energy Corporation (UNS)
Unitil Corporation (UTL)

Vectren Corporation (VVC)

Westar Energy, Inc. (WR)

Wisconsin Energy Corporation (WEC)
Xcel Energy, Inc. (XEL)
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Companies Listed by Category

(as of 12/31/09)

Please refer to the Quarterly Financial Updates webpage for previous years’ lists.

Given the diversity of utility holding company corporate
strategies, no single company categorization approach will be
useful for all EEI members and utility industry analysts. Nevet-the-
less, we believe the following classification provides an informative
framework for tracking financial trends and the capital markets’
response to business strategies as companies depart from the tradi-

Categorization of the 58 publicly traded utility holding compa-
nies is based on yeatr-end business segmentation data presented in
10Ks, supplemented by discussions with company IR departments.
Categorization of the five non-publicly traded companies (shown in
ttalics) is based on estimates derived from FERC Form 1 data and
information provided by parent company IR departments.

tional regulated utility model.

Regulated 80%+ of total assets are regulated
50% to 80% of total assets are regulated
Diversified Less than 50% of total assets are regulated

Mostly Regulated

Regulated (38 of 63)
ALLETE, Inc.
Alliant Energy Corporation

Ameren Corporation

American Electric Power Company, Inc.

Avista Corporation

Central Vermont Public Service
Corporation

CH Energy Group, Inc.

Cleco Corporation

CMS Energy Corporation
Consolidated Edison, Inc.

DPL, Inc.

DTE Energy Company

El Paso Electric Company
Empire District Electric Company
Energy East Corporation

Great Plains Energy Incorporated
IDACORP, Inc.

IPALCO Enterprises, Inc.

Maine & Maritimes Corporation
Northeast Utilities

NorthWestern Energy

NSTAR

NV Energy, Inc.

The EEI Finance and Accounting Division continues to
evaluate our approach to company categorization and business
segmentation. In addition, we can produce customized categoriza-

tion and peer group analyses in response to member company
requests. We welcome comments, suggestions and feedback from

EEI member companies and the financial community.

PG&E Corporation

Pinnacle West Capital Corporation
PNM Resources, Inc.

Portland General Electric Company
Progress Energy

Puget Energy, Inc.

Southern Company

TECO Energy, Inc.

UIL Holdings Corporation
UniSource Energy Corporation
Unitil Corporation

Vectren Corporation

Westar Energy, Inc.

Wisconsin Energy Corporation

Xcel Energy, Inc.

Mostly Regulated (20 of 63)
Allegheny Energy, Inc.
Black Hills Corporation
CenterPoint Energy, Inc.
Dominion Resources, Inc.
Duke Energy Corporation
Edison International
Entergy Corporation

Exelon Corporation

First Energy Corp.

Integrys Energy Group
MGE Energy, Inc.
MidAmerican Energy Holdings
NextEra Energy, Inc.
NiSource Inc.

OGE Energy Corp.

Otter Tail Corporation
Pepco Holdings, Inc.
Public Service Enterprise Group, Inc.
SCANA Corporation
Sempra Energy

Diversified (5 of 63)

Constellation Energy Group, Inc.
Energy Future Holdings

Hawaiian Electric Industries, Inc.
MDU Resources Group, Inc.
PPL Corporation

Note: Based on assets at 12/31/09
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HIGHLIGHTS

M The EEI Index returned 1.3% during Q4, trailing the
Dow Jones Industrials’ 8.0% return, the S&P 500’s
10.7% return and the Nasdaq Composite’s 12.0% gain,
and reversing the outperformance seen in Q2 and Q3.

B Supported by generally low interest rates and steady
dividends, the Regulated group of companies produced
an unweighted average total return of 15.8% in 2010 —
surpassing both the Dow Jones Industrial’s 14.1% return
and the S&P 500’s 15.1% return.

B The cap-weighted EEI Index returned 7.0% in 2010,
held back by weakness in companies with competitive
power operations whose earnings outlook has eroded
with falling natural gas prices. The Mostly Regulated
group returned 8.5% and the Diversified group, whose
number has dwindled in recent years, returned —5.2%.

B Many regulated utilities are engaged in capital spending
programs that should help drive solid mid- to high-single
-digit earnings growth over the next several years, which
will augment the group’s strong dividend yield.

COMMENTARY

The EEI Index produced a 1.3% return in the fourth quarter
of 2010, significantly trailing the Dow Jones Industrials’
8.0% return, the S&P 500’s 10.7% return and the Nasdaq
Composite’s 12.0% gain. During the quarter, the broad mar-
ket sustained the rally that began in July on signs that the
U.S. economy would avoid a dip back into recession and that
Europe’s political leaders would find a way to defuse the
sovereign debt crisis affecting its weaker economies, avoid-
ing a traumatic impact on the stability of European banks.
Fears of slowing U.S growth and the eruption of Europe’s
1

Q4 2010

Stock Performance

I. Index Comparison (% Return)

Index 2004 2005 2006 2007 2008 2009 2010
EEl Index 228 160 208 16.6 -259 10.7 7.0
Dow Jones Inds. 5.3 1.7 19.1 89 -319 227 141
S&P 500 10.9 49 158 55 -37.0 265 15.1
Nasdaq Comp.” 8.6 1.4 9.5 9.8 -405 439 169

Calendar year returns shown for all periods.

"Price gain/loss only. Other indices show total return.
Full year, except where noted.

Source: EEI Finance Department

Il. Category Comparison (% Return)

U.S. Shareholder-Owned Electric Utilities

Index 2004 2005 2006 2007 2008 2009 2010
All Companies 18.9 9.9 225 9.8 -209 141 119
Regulated 14.4 2.7 226 7.8 -156 142 158
Mostly Regulated 16.4 129 224 99 -27.0 15.6 8.5
Diversified 36.7 247 222 185 -33.9 8.1 -5.2

Calendar year returns shown for all periods.

Returns shown here are unweighted averages of constituent company returns. The EEI
Index return shown in Table | above is cap-weighted.

Source: EEI Finance Department, SNL Financial and company annual reports.

lll. Total Return Comparison

Value of $100 invested at close on 12/31/2005

M EEl Index S&P 500 Index B DJIA
150
) ]]:I—I:I—I]II]:I—I
50 -
2006 2007 2008 2009 2010

Note: Full year, except where noted.
Source: EEI Finance Department

EEI Q4 2010 Financial Update
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2 STOCK PERFORMANCE

IV. 10-Year Treasury Yield — Monthly VIIl. Returns by Quarter

o Average Monthly Yield, 1/1/00 through 12/31/10 2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010 2010
% Index Q1 Q2 Q3 Q4 Q1L Q2 Q3 Q4 QL Q2 Q3 04
7.0 EEl Index -104 7.1-143 99-110 91 55 80 -25 -3.7 126 13
6.0 YN Dow Jones
: \\ Ind -7.0 6.9 -3.7-184-125 120 158 81 48 -94 111 8.0
SN D - N ’
5.0 MEASA \ W \/\/\\ S&P 500 95 2.7 -84-21.9-11.0 159 156 6.0 5.4-11.4 113 10.7
4.0 ""\/[v\‘ \/\\ %N Rasdag 141 06 92243 31 200 157 6.9 5.7-12.0 123 12.0
Comp.® -14. . . : . .
3.0 F . .
\V) “Price gain/loss only. Other indices show total return.
2.0 T T T T T T T T T T T Source: EEI Finance Department
QSDQ (\9\' (\Dq' 9’5 ,QD‘ 096’ (\9(0 (\D/\ (\ch {\9% «'\Q (\,'\,\' 2008 2008 2008 2008 2009 2009 2009 2009 2010 2010 2010 2010
A AN CANE CARE CAN AN T S G C A AN Category* Q1 Q2 Q3 Q4 01 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Source: U.S. Federal Reserve All Companies -12.4 6.1 -6.2 93-126 98 9.0 9.0 03 -3.7 121 33
Regulated -13.6 49 -03 -59-115 75 96 9.6 13 -2.7 120 4.8
V. 10-Year Treasury Yield — Dally yggsﬁlﬁéted -10.1 8.7-139-14.0-119 113 89 83 -08 -52 137 15
% Daily Yield, 1/1/07 through 12/31/10 Diversified ~ -11.6 6.7 -15.5-17.0-22.8 228 56 80 -26 -7.1 51 -0.2
6.0 * Returns shown here are unweighted averages of constituent company returns. The EEI Index
5.0 ey return shown above is cap-weighted.
) et \M"\M Source: EEI Finance Department, SNL Financial and company annual reports.

. e i W L s N
3.0 W A IX. Sector Comparison, Trailing 12 mo. Total Return
2.0

For the twelve-month period ending 12/31/10

1.0 T T T T T T T \
Sector Total Return
SO RN K N~ T S e : , .
& N & N & N & N & Basic Materlals 31.7%
Industrials 26.0%
Source: U.S. Federal Reserve Consumer Services 23.7%

Oil & Gas 19.7%
VI. Natural Gas Spot Prices Consumer Goods 19.5%
17.7%

Telecommunications

$/mmBTU 1/1/05 through 12/31/10, Henry Hub Aggregate Index 16.6%
16.0 Financials 12.7%

Technology 12.6%
12.0 Utilities 7.8%

EEI Index 7.0%
Healthcare 4.5%

. A
Note: Sector Comparison page based on the Dow Jones U.S. Indexes, which are market-
4.0 capitalization-weighted indices. Find more information at http://www.djindexes.com/
. t
T T T

mdsidx/downloads/fact_info/Dow_Jones_US_Indexes_Industry_Indexes_Fact_Sheet.pdf

0.0 T ' T X. Sector Comparison, Q4 2010 Total Return
Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11

For the three-month period ending 12/31/10

Source: SNL Financial

Sector Total Return

Basic Materials 20.5%

Feb 2011 through December 2016, Henry Hub Industrials 13.7%

$/mmBTU Aggregate Index 11.4%
- . = 12/31/2010 9/30/2010  =--emem- 6/30/2010  lechnology 11.4%
12/31/2009 12/31/2008 Consumer Services 11.2%
Financials 11.0%

Consumer Goods 9.9%

7.0 1 Telecommunications 7.3%
Healthcare 3.9%

5.0 A Utilities 2.3%
EEIl Index 1.3%

3.0 T T T T T Note: Sector Comparison page based on the Dow Jones U.S. Indexes, which are market

-capitalization-weighted indices. Find more information at http://www.djindexes.com/
mdsidx/downloads/fact_info/

Feb 2011 Feb 2012 Feb 2013 Feb 2014 Feb 2015 Feb 2016

Source: SNL Financial

EEI Q4 2010 Financial Update
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STOCK PERFORMANCE 3

XI. Market Capitalization at December 31, 2010 (in $ Mil.)

U.S. Shareholder-Owned Electric Utilities

Company Stock Symbo  $ Ma ket Cap % Tota Company Stock Symbo  $ Ma ket Cap % Tota
Southe n Company SO 319585 7 85% Al ant Ene gy Co p LNT 40619 1 00%
Exe on Co po aton EXC 275723 677% MDU Resou ces G oup MDU 38142 094%
Dom n on Resou ces nc D 249912 6 14% TECO Ene gy nc TE 37921 093%
Duke Ene gy Co po aton DUK 235092 577% nteg ys Ene gy G oup TEG 37692 093%
NextEra Ene gy nc NEE 213627 525% NV Ene gy nc NVE 33034 081%
PG&E Co po aton PCG 18 657 6 4 58% DPL nc DPL 29772 073%
Ame Eec Powe AEP 17 255 2 4 24% Westa Ene gy nc WR 28105 069%
Pub ¢ Svc Ent G oup PEG 16 104 2 395% G eatPansEne gy nc GXP 26215 064%
Conso dated Ed son ED 14 028 3 3 44% Hawa an Elect ¢ nd HE 21354 052%
Ente gy Co po ation ETR 131717 323% Vect en Co po ation wC 20609 051%
Semp a Ene gy SRE 129451 318% Ceco Co po aton CNL 18601 0 46%
P og ess Ene gy nc PGN 127831 314% DACORP nc DA 17782 044%
PPL Co po aton PPL 127008 312% Po tand Gen Eect ¢ POR 16354 0 40%
Ed son nte natona EIX 12 583 6 3 09% Un Sou ce Ene gy UNS 13093 032%
F stEne gy Co p FE 112541 2 76% ALLETE nc ALE 12817 031%
Xce Ene gy nc XEL 108487 2 66% Av sta Co po ation AVA 12530 031%
DTE Ene gy Company DTE 76591 1 88% PNM Resou ces nc PNM 11921 029%
W scons n Ene gy Co p WEC 68807 169% E Paso E ect ¢ Company EE 11816 029%
Ame en Co po ation AEE 67459 166% Back H s Co po ation BKH 11680 029%
Cente Pont Ene gy nc CNP 6 6366 163% No thWeste n Co p NWE 10435 026%
Conste aton Ene gy CEG 61597 151% MGE Ene gy nc MGEE 988 4 024%
No theast Uti tes NU 56349 138% UL Hodngs Co po aton UL 964 0 024%
SCANA Co po aton SCG 51400 126% Emp eDst ctElect ¢ EDE 9192 023%
N Sou ce nc N 4899 9 120% Otte Ta Co po aton OTTR 807 1 020%
P nnac e West Cap ta PNW 45028 111% CH Ene gy G oup nc CHG 7720 0 19%
OGE Ene gy Co p OGE 44356 1 09% Cen Ve mont Pub ¢ Svc cv 2736 007%
NSTAR NST 43703 107% Unti Co po aton uTL 246 3 0 06%
CMS Ene gy Co po aton CMS 42594 1 05%

A egheny Ene gy nc AYE 4115 3 101% Tota ndustry 407,274 5 100 00%
Pepco Hod ngs nc POM 40880 1 00%

Source: EEI Finance Department and Wall Street Journal

Xll. EEI Index Market Capitalization (at Period End)

U.S. Shareholder-Owned Electric Utilities

$B ons EEI Index Market Cap (in $Billions)
550 Q1-01 319,484 Q1-06 422,899
Q2-01 317,546 Q2-06 432,848
500 Q3-01 291,035 Q3-06 464,281
Q4-01 300,200 Q4-06 503,858
450 Q1-02 317,668  Q1-07 525,088
400 P Q2-02 292,238 Q2-07 515,565
Q3-02 238,331 Q3-07 514,946
350 i Q4-02 249553  Q4-07 514,486
300 Q1-03 240,598 Q1-08 456,711
Q2-03 289,454 Q2-08 482,024
250 Q3-03 288,073  Q3-08 404,472
| I I Q4-03 314,324 Q408 361,921
200 T T T T T T Q1-04 329,601 Q109 316,070
NOQ NQ'» V& NO“’ b(gb‘ NQ@ b(Qfo NQ’\ & ® RS Q2-04 323,193  Q2:09 343,844
I I I I I I I I Q,b‘ O?( Q?‘ Q3-04 342,460 Q3-09 363,185
Q4-04 380,305 Q4-09 389,672
Note: Change in EEIl Index market capitalization reflects the impact of buyout and spin-off activity in addition to Q1-05 395,663 Q1-10 377,281
stock market performance. Q2-05 425,989 Q2-10 360,044
Source: EEI Finance Department and Wall Street Journal Q3-05 454,727 Q3-10 402,014
Q4-05 428,825 Q4-10 407,275

EEI Q4 2010 Financial Update
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4

STOCK PERFORMANCE

Xlll. Comparative Category Total Annual Returns

U.S. Shareholder-Owned Electric Utilities, Value of $100 invested at close on 12/31/2005

B EElIndex Regulated B Mostly Regulated B Diversified

200

175

150

125

100

75

50

12/31/2006 12/31/2007 12/31/2008 12/31/2009 12/31/2010

2005 2006 2007 2008 2009 2010
EEI Index Annual Return (%) 22.47 9.83 (20.93) 14.13 11.87
EEI Index Cumulative Return ($) 100 134.57 147.81 116.87 133.38 135.78
Regulated EEI Index Annual Return 22.65 7.81 (15.59) 14.25 15.75
Regulated EEI Index Cumulative Return 100 126.00 135.84 114.66 131.00 147.60
Mostly Regulated EEI Index Annual Return 22.37 9.93 (27.00) 15.58 8.51
Mostly Regulated EEI Index Cumulative Return 100 138.11 151.83 110.84 128.11 123.16
Diversified EEI Index Annual Return 22.16 18.46 (33.90) 8.07 (5.16)
Diversified EEI Index Cumulative Return 100 152.37 180.49 119.30 128.93 98.03

Calendar year returns shown, except where noted.
Returns are unweighted averages of constituent company returns.

sovereign debt worries had driven the broad market down
during May and June, while regulated utilities stocks outper-
formed. In a strong quarter for the market, one might expect
utilities to underperform, and indeed they did during Q4. But
the broad EEI Index, which is capitalization-weighted and
influenced by large companies with competitive generation,
suffered from ongoing weakness in natural gas prices and the
resultant impact on competitive electricity prices.

Regulated Group’s Strength Continues

The Regulated group of companies continued to outperform
competitive power generators during the quarter, extending
for the sixth consecutive quarter a trend that began in Q3
2009. As shown in Table VIII, EEI’s Regulated group (80%
of assets are regulated) returned 4.8% during Q4 while the
Diversified group (less than 50% of assets are regulated) re-
turned —0.2%. The Mostly Regulated group (50% to 80% of
assets are regulated), a mix of companies that balance regu-
lated and competitive operations to varying degrees, returned
1.5%. However, due to the migration of company strategies
toward traditional regulated operations in recent years, the

EEI Q4 2010 Financial Update

XIV. EEl Index Top Ten Performers

For the 12-month period ending 12/31/10

Company Category % Return
El Paso Electric Company R 35.7
Northeast Utilities R 28.1
OGE Energy Corp. MR 28.0
Alliant Energy Corporation R 27.2
Empire District Electric Company R 26.4
MGE Energy, Inc. MR 24.4
CMS Energy Corporation R 23.9
Integrys Energy Group, Inc. MR 22.3
Westar Energy, Inc. R 22.1
Wisconsin Energy Corporation R 21.7

Note: Return figures include capital gains and dividends.
R = Regulated, MR = Mostly Regulated, D = Diversified
Source: EEI Finance Department
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STOCK PERFORMANCE 5

Diversified group is down to only four publicly traded com-
panies from ten in 2004, while the Mostly Regulated group
has decreased from 26 companies to 20.

For full-year 2010, the Regulated group’s dominance is
clear in the data. Supported by generally low interest rates
and steady dividends, the group produced an unweighted
average total return of 15.8% — surpassing both the Dow
Jones Industrial’s 14.1% and the S&P 500’s 15.1% returns.
The cap-weighted EEI Index returned 7.0%. And as shown
in Table XIV, seven out of the EEI Index’s top ten gainers
for 2010 are members of the Regulated group, while the
other three are in the Mostly Regulated group.

Natural Gas Prices Remain Depressed

The most significant trend in terms of overall macroeco-
nomic fundamentals impacting the industry during 2010 was
the ongoing softness in natural gas spot and futures prices.
Natural gas-fired generators are typically the marginal price
setters in many competitive power markets across the coun-
try and natural gas prices, therefore, exert a strong influence
on competitive power prices.

As shown in Chart VI, after an early-year winter rally,
spot gas prices languished around $4/mm BTU for most of
the year. Chart VII shows the marked decline in futures
prices during the second half of 2010 and over the past two

years. Domestic natural gas supply has been boosted by pro-
duction from low-cost shale reserves, while the economic
recession and tepid recovery has reduced demand, creating a
supply glut. As a result, analysts became increasingly bearish
as 2010 progressed about the prospects for natural gas
prices and long-term competitive power prices, even in a
sustainable economic rebound. These developments
weighed heavily on the share prices of many companies with
significant competitive generation assets.

Power Demand Boosted by Hot Summer

After declining nearly 4% on an annual basis in recession-
wracked 2009, nationwide electricity output rose 3.7% dur-
ing the economically stronger 2010. Helped by a generally
hot summer across the country (cooling degree days, a
measure of air conditioning usage, were 22% higher than
the historical average), power demand jumped 6.9% in Q3
2010 and hit record levels in some cities, which likely con-
tributed to the industry’s share price strength during the
summer. Nevertheless, the long-term outlook for power
demand remains uncertain, dependent not only on the
strength of economic growth but on the impact that energy
efficiency, smart grid and demand response technologies,
along with general conservation measures, will have on
power usage.

XV. Share Ownership by Investor Category (% of total)

U.S. Shareholder-Owned Electric Utilities

Institutional N

100

Retail s

Insider

» & Y & ¥ & ¥ &F & &F & N & & &

Dec-02 Mar-03 Jun-03 Sep-03 Dec-03 Mar-04 Jun-04 Sep-04 Dec-04 Mar05 Jun-05 Sep-05 Dec-05 Mar-06 Jun-06 Sep-06
Institutional 46.6 48.6 49.6 50 51.5 51.4 53.1 53.5 55.6 54.9 53.3 56.1 55.9 55.6 60.2 61.8
Insider 1.5 1.6 1.6 1.6 1.6 1.7 1.7 1.7 1.7 1.8 1.8 1.8 1.8 1.8 1.8 1.8
Retail 51.9 49.7 48.8 48.4 46.9 47.1 45.4 45.1 43.0 43.3 44.9 42.2 42.3 42.7 38.0 36.4
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Dec-06 Mar-07 Jun-07 Sep-07 Dec-07 Mar-08 Jun-08 Sep-08 Dec-09 Mar-09 Jun-09 Sep-09 Dec09 Mar10 Jun-10 Sep-10
Institutional 61.7 63.4 66.9 65.7 66.7 66.4 66.7 64.0 61.8 61.9 63.0 65.4 65.7 64.7 64.8 65.4
Insider 1.8 1.8 1.7 1.7 1.5 1.5 1.5 1.5 14 14 1.4 14 1.3 1.2 1.2 1.2
Retail 36.5 34.8 314 32.6 31.8 32.1 31.8 345 36.9 36.7 35.6 33.2 33.0 34.0 34.0 334
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: SNL Financial and EEI Finance Department. Note: Institutional figures represent end-of-quarter, unweighted average of the 58 publicly traded EEI Index companies.
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6 STOCK PERFORMANCE

Utility Dividends Offer Relief from Low Interest Rates
Interest rates continue to be a wildcard for the industry and
its investors, most directly impacting regulated utility shares,
which often appeal to income-oriented investors as a bond
substitute with dividend growth potential. Widespread pre-
dictions by economists in recent years that interest rates will
rise have continually been confounded by declining rates.

As shown in Table V, the 10-year Treasury yield fell
from 3.8% at the start of the year to under 2.5% in October.
But after the Federal Reserve’s early November announce-
ment that it would implement a second round of quantita-
tive easing to support the economy, the 10-year Treasury
yield posted it’s sharpest climb since early 2009, and finished
the year at 3.3% (a level, nevertheless, still quite low by his-
torical standards).

With bond yields low, the strong dividends and slow
but steady earnings growth offered by many utilities have
been an important source of support for the industry’s
stocks. At December 31, the average dividend yield for the
EEI Index’s 63 publicly traded utilities stood at 4.5%, well
above the S&P 500’s 1.8%. However, many Wall Street ana-
lysts have commented that regulated utilities tend to under-
perform the broad markets during periods of rising rates.
Should interest rates rise significantly during 2011 and be-
yond, the group would likely face a struggle to sustain the
strong performance of recent years. The Regulated group
has benefitted as interest rates have declined, ecarnings
growth prospects have stayed healthy and as investors have
sought stability duting periods of matket uncertainty. The
Regulated Group has outperformed the S&P 500 in five of
the last seven calendar years (through 2010).

Industry Prospects Appear to Be Sound

Many regulated utilities are engaged in capital spending pro-
grams that should help drive solid mid- to high-single-digit
earnings growth over the next several years, which analysts
point to as an ongoing source of attraction for investors in
addition to the sector’s dividends. Moreover, recent EPA
moves to limit coal plant emissions through the Clean Air
Transport Rule (CATR) — which will target SOx and NOx
emission — and a Maximum Achievable Control Technol-
ogy (MACT) rule for mercury will conceivably force the
retirement of 50 to 60 gigawatts of older, inefficient coal
plants within the next five to ten years, according to many
Wall Street analysts who follow the industry. This represents
a sizeable slice of a total coal fleet that totals approximately
340 gigawatts.

Replacing this capacity and upgrading other coal plants
with emissions control technology offers the potential for
extended strong rate base growth at regulated utilities. How-
ever, as 1s always the case in this most political of industries,

EEI Q4 2010 Financial Update

maintaining healthy regulatory relationships will be a key to
achieving reasonable returns for investors.

The sharp decline in natural gas prices in recent years
has helped to moderate the rise in end-user rates required to
finance the industry’s elevated capital spending. While most
analysts now predict that natural gas prices will remain low
over the next few years, any significant uptrend has the po-
tential to boost the fuel cost component of rates and renew
the more confrontational regulatory politics seen in some
jurisdictions several years ago, when power prices were
forced upward by surging natural gas prices.

Political Strengths

However, utilities have important political strengths as well.
Their capital investment programs are a soutce of high-
quality jobs and they ate often among the largest employers
in a given state. In an economy burdened by chronically
high unemployment and considerable nervousness about
job stability — even among those who are employed —
regulators, utility managements, company employees and
local communities all agree that financially healthy utilities
and the good jobs they offer serve everyone’s best interest.
Nevertheless, the judicious management of regulatory rela-
tionships will likely be among the most important factors in
achieving success for shareholders and all stakeholders in
the years ahead.

No Longer Undervalued

By late in the year, most industry analysts were commenting
that utility price earnings multiples had climbed above their
historical average levels and that the undervaluation evident
earlier in the year had largely disappeared. However, with
interest rates as low as they are and the risk of a return to
broad economic weakness still very much in play, there was
a general sense of confidence that the sector’s capital invest-
ment growth potential and strong dividend yields offer a
floor of support for its stock prices, especially if the econ-
omy should suffer renewed weakness.

The situation for competitive power providers was less
certain. While few analysts were willing to call the bottom
for competitive power — and indeed earnings for many will
likely decline over the next several years as higher-priced
hedges roll off — some suggested that the grinding bear
market may bottom in 2011. The year will bring additional
clarity from the EPA about new regulations for a wide range
of emissions, which in turn will offer insights about the
magnitude of needed coal plant retirements and the indus-
try’s strategy for replacing this capacity — likely emphasiz-
ing natural gas generation. PJM’s May 2001 capacity auction
for the 2014/2015 year was widely cited as a key indicator
of any potential power market turnaround. But a solid earn-
ings recovery likely remains several years in the future.l
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t of Call in Crisis

Growth in 2011 will be re-
strained by tightening mea-
sures totaling 4% of GDP; even
the Portuguese government’s
0.2% growth forecast looks
ambitions. Meanwhite, Portu-
gal’s crrent-account deficit is
only slowly edging down. Ulti-
mately, Portugal imay simply
run out of time to convince in-
vestors, with unsustainable fi-
nancing costs foreing it to seek
aid.

Furope missed a trick by
not bailing cut Portugal when
it helped Ireland, although it
would have required the gov-
ernment to ask for aid. The
same mistake shouldn’t be re-
peated. Ideally, any Portuguese
bailont would be accompanied

by neasures o stop the crisis
spreading to Spain, These
could include increased bond
purchases by the European
Central Bank; a credible plan
for recapitalizing European
banks; and an increase in euro-
zone lending facilities to cope
with any possible request for
help, Citigroup recommends a
€2 trillion ($2.6 trillion) bail-
out fund, with a vastly in-
creased role for the ECB,
Portugal’s next challenge is
Wednesday, with a €1.25 bil-
lion bond auction. Poor auction
resitlts will raise the odds of a
bailout. But Europe should be
working on an answer that
goes beyond Portugal.
—Richard Barley

OVERHEARD

it 1sn't Just Investors belng
taught a lesson by the slump
in education stocks; After
Strayer Education reported a
20% falt in winter-term new-
student enroliment, one ana-
Iyst lamented it isp't just the
sector with an overcapacity
problem. With declining deal
flow and trading revenue, the
sector looks over-covered by
Wall Street. Some 22 ana-
lysts cover industry bell-
wether Apoilo Group. Yet
FactSet data show the lead-
ing firm In the similarly sized
health-care-supplies sector,
Dentsply International, is -
covered by just 10,

% % %

Golna public Is no plenic.
Just four U.S, retall compa-
nles had Initial pubfic offer-
Ings In 2010, accounting for
2% of the $357 billion in to-
tat volume, says Dealogic. So
it’s iittle surprise Crumbs
Holdings is trying the back-
door. The fast-growing cup-
cake retaller sald Monday it -
plans to sell itself to a spe-
cial-purpose acquisition com-
pany that will rename itself
Crumbs Bake Shop and trade
oon Nasdaq. After Krispy
Kreme’s spectacular rise and
fall, investors should beware
gorglng on cupcakes,

er Will Work on Playboy in Private

abbit, Run

Performance, daily data

“25 I"I"T"T"l"T“l"'i'“f“T"l"T“

2010
Seurce: V5] Market Data Group

11

summer, this is no lowball bid.
It implies a youghly $300 mil-
lion enterprise value, nearly 20

times RBG Capital Markets’ es-
timated 2010 earnings before
interest, taxes, depreciation
and amortization but after pro-
gramming expenses,

Playboy’s magazine and TV
businesses have been in free
fall, undercut by competition
from the Internet. Revenues for
the first three quarters of 2010
were 37% lower than in the
same period in 2007 Only li-
censing has been stable.

Rizvi and its investors,
which along with Mr, Hefner
are putting up equity of more
than haif the deal’s value, will
have a majority stake. Earning

a decent return depends on
continued expansion of Play-
boy’s brand licensing efforts.
RBC analyst David Bank
projects licensing revenue
nearly doubles by 2013, which
could translate to total Ebitda

~ of $42.6 million. As Mr. Bank

notes, applying the eight-times
forward multiple at which
Iconix Brand Growp is trading
would then imply an enterprise
value of $341 million—surely
not enough for Rizvi, That sug-
gests this is at least a five-year
turnaround. By then, even

My, Hefner may be running out
of energy. — Martin Peers

,\F—'.{SJ‘com/He;m!
L‘-//\/ /et /’/,,/[{

The Latest
Energy Deal
Lacks Spark

Hearing utility executives
talk about merger synergies is
a bit like watching paint
dry—except that paint sticks.

Concerns that any savings
from the merger of Duke En-
ergy and Progress Energy will
be clawed back by state regula-
tors largely explains why Mon-
day’s deal hit both stocks.

Based on the midpoint of
guidance, nonfuel deal syner-
gies are worth about $2 billion
after tax, assuming some up-
front costs, If regulators hand
half those gains to bill payers,
Duke’s shareholders should
still acerue almost 50 cents a
share in value. Yet Duke stock
fell 20 cents. As this is an all-
stock deal, Progress also fell.

Discounting all potential
synergies, and more, is harsh,
With overlap in the Carolinas, .
there is scope to eut costs, And
extra savings on fuel, which
can be passed on to customers,
could earn grace with regula-
tors. A larger, more-diversified
utility also should enjoy a
lower risk premium,

Such benefits, though, are
hazy. Moreover, Duke’s claim
that the combined group will
increase earnings per share by
4% to 6% annually in the long
term looks ambitious, And the
company has yet to issue guid-
ance even for 2011, “This
merger, if successful, will de-
fend their growth aspirations,
not enhance them,” is how
Greg Gordon, chief utilities an-
alyst at Morgan Stanley, put it,

The stocks face another, par-
adoxical headwingd: hope. Regu-
Iated utilities, with high, stable

‘dividends, often are treated as

bond proxies, a big reason for
ountperforming other utilities
since early 2008, As broader
optimism rises, however, so
should debt vields, making reg-
ulated utility stocks relatively
less attractive, Making them
sexy again won't e easy when
even 3 $13.7 billion merger
doesni’t set pulses racing.
—Liam Denning
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Utilities
SECTOR VIEW The capital cycle that began in 2007 continues for regulated utilities, as aging
Raing: 2 - NEUTRAL infrastructure and government policies diclate material upgrades and investment in
the system. In this report, we review the scale and scope of spending over the
next 5 years. We also analyze pallerns from past capital and business cycles in
Daniel Ford, CFA an alfempt fo provide some tools to identify investment themes.
dan}ﬁ;é;?gg%gg ®  We estimate that reguloted utilifies will spend more than $300 billion of Capex

BCI, New York between 2009 and 2013. This represents approximately 2x depreciation and
amortization, and is down only 2% from lost year's survey in spite of the current

Gregg Orrill :
1.212.526.0865 recession,
regg.omill@borcop.com
SR, Neow York B This investment should continve to cause on elevated number of rate case fiings.

We expect 60 rate case fiings in the next 18 months. We also estimate over

Theadore W. Brooks, CFA $100B of external capital needs, including $208 of equity over the next 5 years.

1.617,330.5895

'he"do’e'bm"égbﬁx’ﬁgfﬁ W In the short term, investors have been atiracted to regulated utilities as confidence
' in the economy has been tested. At this point in the business cycle, the highest
}R::;?ég%‘g’g quality regulated stocks look fully volued, ond we would therefore recommend
ross.fowler@borcap.com smallercap ulilities that carry a litle more risk, but represent betier relative value.
BCI, New York CMS, DPL, and NVE are our favorites.
M. Beth Siraka B In the infermediate ferm, rafe cases and equily issuance schedules should present
mbejhlsf:af(;@?i?c%ﬁ% If] some of the best catalysts for wiifity invesiment. We like AEP over this time period
BCl, New York due fo its completed equily issuance and resolution of its most significant rate case

Nooh Hauser matter in Ohio.

1.212.526.6203 W In the long term, we like companies that can best manage the execution, rate
noot.houser@barcap.com . N . . - .
BCH New York . recovery, and financing risks associated with large investment programs. We like

WEC most among this group.

Barclays Capital does and seeks lo do business with companies covered in ifs research reports. As o result, investors
should be aware thot the firm may have a conflict of inferest that could affect the objectivity of this repart,

(ustemers of Barclays Capital in the United States can receive independent, third-party research on the company or
compenies covered in this report, at no cost o them, where such research is available, Customers can access this
independent research af www.lehmanlive.com or can cell 1-800-253-4626 to request a copy of this resenrch.

Tnwestors should consider this report os only a single factar in making their investment decision.

PLEASE SEE ANALYST{S) CERTIFICATION(S) ON PAGE 96 AND IMPORTANT DISCLOSURES
July 16, 2009 BEGINNING ON PAGE 97
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Capital Management in the Capital Cycle

We are in the third year of the infrastructure build cycle for regulated uiilities that began in
2007. Based on our 2009 capex survey, we now anlicipate that the industry will
proceed with a predividend free cosh flow deficit through at least 2013, but likely
significantly longer. We eslimole over the next five years,. the indusiry will spend on
average 2.0x ifs onnual depreciation and amorization expense growing industry rafe base

at on average annual pace of 6.3%.

We expect that the risks of this build cycle will offset much of the growth oppertunity in
share performance through the consiruction period.  This is consistent with the investor
experience in the last major infrasiricture cycle which extended from 1973-1984. The
headwinds we forecast will likely come from the dilutive effect of heightened extemal
capital funding requirements, regulafory risk in a rising rote environment and execution risk
associoted with a significant construction program. The best performing stocks over the
cycle will likely be those spending on infrastructure with the highest public policy support,
with the highest quality balance sheets, doing business in the best regulatory jurisdictions.

This report updates: 1) our recommendations and investment sirategy, which we believe
will maximize shareholder refurns over the short, infermediote, ond long term; 2} our latest
esfimoles of the drivers and size of the investment chead; 3) cur exominotion of the
business consequences and cost of capital implications for the build cycle from the 1970s
and the parallels to today; 4) our analysis of utility regulatory jurisdictions; and 5} our
review of the pending rate matfers for our coverage universe.

Recommendations and Investment Strategies

We break our views on the group info three time periods: the long term [i.e., the duration
of the capital cycle], intermediote term {i.e., one fo two years), and short term fi.e., the nexi

six fo 12 months.)

In the long term, shuctural headwinds should persist for regulated uiilities, owing 1o risks
associated with capital acquisiion, constuction execution, and regulatory recovery in o
rising ratebase environment.  The bulk of this report is focused on these long run tends. As
a resull of these kends, we would be owners of the most constuctive regulotory
jurisdictions, the sfrongesi balance sheets, and most capable managements.  We
acknowledge, however, thot many of the names that fit this description are pricey af the
moment, foltowing a year of investor defensiveness and caution. One from the group thai
we believe does screen alfractively is Wisconsin Energy WEC). We like WEC due 1o
solid management, consisteni Wisconsin regulation, ond the eamings and rate bose
growth it should derive from i#ts Oak Creek plant that s in the final slages of construction.
Additionally, WEC is cne of three regulated utilities we expect fo be pre-dividend free cash
flow positive over the next several years.

]
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In the infermediate term, we are looking for potential catalysts around rate case filings and
equily issuance schedules. Given thot AEP has essentially concluded its Eleckic Security
Plan in Ohio, sef its guidance based on trough dark spread margins for offsystem sales,
and hos cleared its equily issuance needs for the foreseeable future with a $1.78 offering
in April, we like its positioning relative to the regulated group.

In the short term, we believe the invesiment winners will be driven by macro fund flows in
support of fundamentals. Based on the precedent of previous recessicns, higher quality
ulility names with good liquidity aftract investors during the earlier stages, and os the
recesslon matures, investors move out the risk curve to smaller and midcap names that are
less liquid. The reasons for this are twofold: investors add risk as the economy recovers fo
befter pariicipate in the upswing, and the eadystage bid that goes fo the highest quality
names also creates a relofive pricing disparity that allows the smaller less liquid utilifies to
represent better volus. We recommend CMS, DPL, ond NVE among this smallercap

group.

The Short Term: Recessions Drive a Quality Trade

As we have seen, when the economy enlers a recession, investor funds fend to migeate
toward regulated ufilifies. Further, in the early throes of recession, the funds flow into higher
quality regulated utifities versus lower tier regulated utilifies. Higher quelity names would be
characterized by defensive quatiies identified as superior credit access (higher credit
ratings], secure and growing dividends, locafed in supportive regulatory districts, and
exhibiting superior fading liquidily for ease of entry and exit. The ulilities we classify as
higher quality would be DUK, ED, NST, PCG, PGN, SO, WEC, ond Xfl. As a group,
these high quality stocks outperformed the lower fier universe by 21% from 6 months prior
to the recession’s beginning to the March trough.

On o broader look at past recessions, this pattern afso holds. The higher quality / lower
fier pairing has produced on average 18% returns beginning 6 months prior 1o the
recession through the recession’s rough. This performance is the average of the recessions
since 1970. Conversely, as the market perceives an economic recovery, lower lier nomes
begin to culperform higher quality names. In the recessions since 1970, lower tier uiilities
outperformed  higher quality by 22% fom tough to & months postrecession, while
oulperformance of the lower fier in the current recessicn is about 12% through June 2009
from March. )

I —
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Figure 1: High Quality OQutperforms Heading Into Recessions; Trails Heading Out

Average Relative Performance: Lower Quality vs. Higher Quality
(Historlcal Since 1970)
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Souvrce: factSel, Barclrys Capital estimates,

Figure 2: Lower Quality Names Recently Starting to Outperform

Relative Performance: Lower Quality vs. Higher Quality (Current
Recession}

Source: FoctSel, Borckays Copitol estimotes.

At this point, and in spile of lower tier performonce since March, a significant vatuation

gap persists, fovoring smaller, less liquid nomes.
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Figure 3:Relative Valuations Higher Quality vs. Lower Quality

(-sroup 2010 PIE_ Current P/BV_ Dividend Yield Payout Ratio
Higher Quality 11.6x 1.5% 5.3% 65.3%
Lower Quality 10.7x 1.2x 5.6% 64.0%

Source: FactSel, Borcloys Copitol estimales.

The Intermediate Term: Rate Case Timing and Equity Needs Provide Catalysts

Continued FCF Deficits Will Require Equity / Rate Cases

Based on the capex survey we have performed ossociated with this repor, we continue to
see net free cash flow deficits for the group well into next decade {see Figure 4}. In faci,
the biggest surprise in this year's survey was the fact thot spending only came down 2%
versus our 2008 work for overdopping years. As a result, the significant capital raising
appetite shown by the greup in 2009 yeariodale appears to be just the Hp of the iceberg.
In order o maintain current debt/cap ratios, we anlicipate that the regulated ulility group
will need o raise ot least $ 100 billicn in debt and equity fo complement refained eamings
over the next five years.

Figure 4: Capex Forecast Changes, y/y

(% in millions)

2008E 2009E 2010E 2011E 2012E_ Total
2006 Estimates $39,129 $37,588 $37,053 nfa n/a nfa
2007 Estimates $52,714 $51,745 $51,881 nfa n/a nfa
2008 Estimates $61,338 $60472 $61,102 $63,350 $62,301 $308,562
2009 Estimates $63,335  $58,144 $59,819 $62,057 $63,282 $306,637
% Increase ('08 v. '06) 61.9%  B4.7% 61.4% nfa nfa nia
% Increase {'09 v. '08) 3.3% -3.8% ~2.1% -2.0% 1.6%  -0.6%

Source: Barclays Copital estimalss, company fifings.

July 16, 2009
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Figure 5: Forecasted Cash Flow and Capital Needs

Capital and Cash Flow Projections

Shareholder Owned Regiakd Utities
(8 in mitons)
2008P 2003E 2010 2611E 2012E 2013E

Lebt $320,507 $337,471 $359,002 $374,2%8 $389,85) $402,079
Equ $252 380 $267.282 $281,748 $208,72 §311,696 $328,147

Totaf Capital $572,897 604,753 $637,750 $670,954 $TH,4%8 $728,195
Equty % 44% 44% 44% 44% 44% 45%
Cash from Ogperaticns $45,550 348730 $48,197 35¢,148 $56,013 $69,853
CapEx ($63,335) {$58.144) ($59819) {362,057} (§63,782) ($62.27)
Oividends ($30.979) {11205 ($11.541) 1511@8} ($12,244) ($12611)
Free Cash, Post Div. {$28,684) {22619} {523,164) 22,797} {$19,514) {$15,285)
Dabt issued {Retlred) $22.841 $16,9%4 $18,534 $18,237 $15,611 $12,228 l
Equity issued (Retred} $57% $5,655 34630 34,659 43,903 43,057
Assumptions / Drfvers
Retained Earrings Growth 9.6% 7.49% 8.3% 538% 53% 45%
Cashfrom Operations Charge 286% 3% B8.1% 9.5% 8.9%
CapEx Change 14.4% ~B2% 2.9% 37% 2.0% -1.2%
Cividend Growth 3.0% 3.0% 3.0% 3.0% 30% 3.0%
Proparion Returned to (Drawn from) Debt 80% 5% 80% 80% 80% 8%
Properion Retumed to {Drawn from) Equity 20% 25% 20% 20% 20% 20%

Nota Figuresrefod Bardays Copted Uilty coverags scdedup by 4 fdar of 1.08¢ o eleclcampanies nod s Badsys covarags tiversa

Source: Compoany Hlings, Barclays Capital estimales.

The following table takes a company by company look at our estimate of equity needs.

Figure &: Projected Equity Issuance Schedule

Amount & Year of Issuance ($ in mitons)

Company Ticker 2008 2009E  2010E  2011E  2012E
Aliiant Energy LNT 1 G 350 (1)
Ameren Com. AEE 184 100 100 500(1)
American Elediric Power AEP 159 150 150 150
CMS Energy Corp CMS 9
Consolidated Edison ED 51 550 {1) 4C0(1)
Domirion Rescources Inc D 240 250 250
Duke Energy Corp DUK 300 300
FPL Group Inc FPL 41 500(1) 500(1)
Great Plains Energy GXP 16
Hawailan Electic Indust. HE 136 45 45
NiSowrcs Inc NI 1
Northeast Utilities NU 6 350 (1)
NV Energy NVE 6 150 {1}
PGS&E Comp PCG 225 225 400 150 150
Pinnacie West Capital PNW 25 300 (1) 25 25
Pepco Holdings POM 3186 29 300(1) 350(1) 100
Portland General PCR 751
Progress Energy PGN 132 200 300 300
Public Service Entp Group PEG o)
Sempra Energy SRE 18 23 23 23 23
Southern Co 80 474 600 600 600 600
TECO Energy inc TE 22 25 25 25 25
Wesiar Energy WR 284 60
Xesl Energy XEL 353 75 75 75 75

Total $3,265 $6,494 §$3,768 $4,203 §3443
{1) Represents actud or esimated marketed offerings, as opposed {0 DRIP ot dribbe programs.
Noter Graycdls indcde adual amounts issued
Source: Company filings, Borclays Copital estimates.

]
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As on investment tool, these issuance evenis provide meaningful cafalysls to performance.,
When the market anficipates an equity need, the stock will fend to underperform the group.
In confrast, once the equily issuonce has occurred ond the new shares have been digested
by investors, the medion stock will cutperform the group. Finoncing needs having been
met, and balance sheets shored up provide more than ample reason to justify this behavior,
Figure 7 shows the value of this catalyst in fight of the issuance-heightened envircnment for

the lost 12 months.

Figure 7: Stocks Perform Well Once Equity Has Been Cleared
Returns Around Equity Issuance

5.0%
4.0% +
3.0% +
2.0% +
1.0% +

0.0% S~ } t t + |

-1.0% +

vs. UTY Index

20% 1

-3.0% L
-20 days lo -60 days to -390 days to Offar +30 Offer +60 Offer +90
Offer Offer Offer days days days

Source: FactSel.

' Rate Cases Provide Trading Opportunities

Also during a capital cycle, tactical opportunities will develop around rafe case timing,
since rale case filings tend to cause uncerainty arourd future eamings. As a result a risk
premium is attached to utility stocks whose subsidiaries are anficipated to file @ rate case or
are in the rale case process. As the role case process moves forward, more and more
clarity begins to develop around the paremeters of ¢ potential order. Once the staff
recommendation is released the fikely worst case scenario can be understoed and once the
Al) recommendation is made, the final parameters of an order can be closely estimated.
From this point forward the higher risk premium created as a result of rafe case uacertainly
abates. This radable phenomenon is shown in Figure 8.
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Figure 8: Relative Performance and Rate Case Timing

Relative Pedformancs
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Souvrce: SNL Financiol, Bloomberg, Borclays Capital estimaes,

All else equal, if an investor shorts a stock four months prior fo a rate cose filing through the
time of the rling he/she should outperform the regulated group by 334 basis points {bpl,
on average, If in tum that some investor then buys the uiility 12 months affer the rafe case
filing through 12 months offer the decision he/she should earn, on average, an additional
388 bp relative to the regulated group. It is important to note thot this analysis lost year
showed relative returns of 398 bp and 644 bp, respeciively. The retums from the trade
were dompened as a result of 2008 being a very volatile year in which broader systemic
risks drove the morket more than any company specific risk such as rate cases. As the
marke! moves toward a more “normal” environment across the intermediate term, and
away from trading around broader systemic risks and fund flow dynamics in the short run,

we would expect this rade’s effecliveness to improve.

Given that most smallcap regulated uiilities are only single or dual jurisdictionol and most
lorgecap regulated uiilities are multi-jurisdictional the risk premium during o rale case

should be larger for smallercop uiilities.
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Figure 9: Rate Cases and Relative Performance by Cap Size
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This s in fact the cose, as shown in Figure 9. The trading refurns from the same general
"shorttherdong” strategy as described above is 480 bp and 433 bp for small cap wiilities
and 221 bp and 353 bp for large cop ufililies. Before the systemic-riskdriven market of
2008, for the same stralegies, our study showed excess retums of 916/828 bp and

266/532 bp for small- and largecap utilities, respectively.

The Long Term: Secular Headwinds Still In Place

In our esfimation, the regulated utility group enfered a capital cycle beginning in 2007
characterized by predividend FCF deficils. These negative cash flows exacerbote risks
related to execution, financing, and regulation, leading to our more negative view of the

group in the longer fem.

As we've noted, aggregate predividend free cash flow for the regulated utilities space
turned negalive in 2007. Figure 10 highlights the changes in FCF dating back to 1973,
in 2008 dollars and Includes our estimate of the deficits we anticipate through 2013,

12
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Figure 10: Pre-Dividend FCF throughout Capital Cycles, in 2008 $
Real Pre-Dividend FCF, 1873.2013E
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Seurce: FactSet, Barclays Copital estimates.

The current cycle is marked by four drvers: 1} an aging postwar infrastruciure, 2)
environmental policy forcing upgrades to old plont and equipment, 3} the implementation
of new technologles {e.g., solar, wind, and smart grid), and 4} the addition of new
fronsmissicn fo account for renewable energy hockups and improved system redundancy.
Due to the very extensive public policy drivers o this build, we estimate it could ulimately
fast as long as or even exceed the '73 fo "84 experience.

As shown in Figure 11, we eslimale thot capex rose 14% for regulated utilities in 2008.
That marked the second year of exceplional growth in spending.

Figure 11: Three Year Historical CapEx

{8 in millions)
$70,000 -
$60.000 1 $55,356
$50,000 $46,921
$40,000 |
$30,000 T v 1

2006 2007 2008

Source: Company flings, Borclays Capitol estimates.
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We expect this trend to flalten in 2009, as recessionary pressures coupled with
prohibilively expensive — or inaccessible — external capital, hos led some utitifies to cancel
or defer spending on growthoriented projects. At the Edison Fleciric Institute conference in
Arizona last November, several companies announced a first round of cuts that averaged
between 10%-15% versus previous levels. In the final tally, howsver, spending projections
for 2009 are eslimated to be about 8% lower than our 2008 figures. More sutprisingly,
the comparison of-cépital spending plans for overlapping years of our 2009 vs 2008
survey were only down 2%. We can only conclude that relatively litle of the group’s

spending is discrefionary {see Figure 12).

Figure 12: CapEx Forecast by Type of Spending

Capltal Expenditure Projections
Shareholder Ownied Regulated Lit3ties

($ in mifions) . —_—
2606 2007 2008 Z005%€ 20106 Z019E__ 2012E  2013E  Tofml

Mainenance J Distrbuticn $28950 §31,654 332601 835300 $36,760 $165354
Generation 158556 13620 13062 12,598 12,190 $67.246
Envirormenial ‘ 4844 3353 3886 2218 2278 $16384
Transmission 8695 11,187 12508 13157 11,299 $56845
Tolal $45921 $55356 $83335 $58,144 $59,819 $62,057 §63,282  §62,627 $305,829
YIY Increass i80%_ 144%  -B8.2% 29% 37% 0% -1.2%

Nole Fgures refed Bardlays Caqila Wikly covernge scaled up by a factor of 1.08x to reflect comparies mot in Bardays coverage unives e,

Soyrce: Company flings, Borcloys Copital estimates.

A breakdown in the calegories of spending is contained in Figure 13. On a year over
year survey comparison, the lorgest declines appeoar in regulated environmentol spending,
ond in fransmission. The regulated eavironmental spending reduciion is a result of
improvements in the effectiveness of coal pollution control programs as the spending nears
its conclusion. The decline in fransmission is largely the result of parmitting delays, with the
spending likely deferred, not eliminated. Sirength in generotion ond distribution are largely

related lo renewable resources and aulomatic metering infrostructure.

I
14  July 16, 2009
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Figure 13: Year-over-Year CapEx Forecast Changes
Regulated Environm ental Capsx Ghanges
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Source: Compoany filings, Barclays Capilal estimates.
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Despite the nearterm drop in caopex, the rate of spending siill exceeds even the inflated
spending that began in 2007, As o result of this level of spendmg, we are still seeing
meaningful growth in rate base across the secior.

Figure 14: Rote Base Growth Projections
Shareholder Owned Reguiaked Utilities

(% in miltions)

2008 2009E _ 20M0E _ 2011E 2012 2013t
‘Rate Base $452,887 $492,335 $524.266 $555480 $586,440 $616,113
Capital Expenditures $63,335 $58,144 $59,819 $62,057 $63,282 $62,527
DA $23,887  $26,213  $28605 $31,088 $33619 $356,120
Rate Base Additions $39,448  $31,931  $31314  §30,0970 $29.663  $26,407
[Rate Base Growth % 9.5% 7.1% 6.3% 5.9% 5.3% 45% |

Source; Company filings, Edison Eleciric Institte, Barclays Capitol estimales,

What Happens to Consumer Costs?

An interesting side effect of the current recession is the refief it poses to what we've
previously seen as an inexorable rise in prices fo consumers. The good news is that the
decline in fuel rates has created o soft spot where overall prices are uniikely to rise in
2009 or 2010 in spite of rate base growth. The bad news is that higher forward fuel
prices, continued addilions to rate base, and the potential for significant new costs from
government environmental mandates [CO2) will likely force significant inflation next
decade. Figures 15 and 16 tack our forecasts for prices, Figure 15 as compared to
consumer spending over the long run and Figure 16 showing the driving forces over the
next 5 years.

Figure 15: Historical and Projected Price to Consumers

% of Consumer Wallet Spent on Eleclricity

236%
220%
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Source: EiA, Bureaw of Economic Analysts, Barclays Copital esimates.
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Figure 16: Projected Revenue Requirements
Astuat and Profected Industry Revenues & Costs

(3 7 mifons)

2006 2007 2008 2008E 2010E 2041E 2012E " 2043E
rdustry Revenuas $326,506 $343,703  §I65355  §355355  $I65 41 $351.431  $382.382  §408022
Plus: Incremental Fuel ($14,372) (425882} S$€8,(03  $13267  $11308
Plus: Incremantal Environmentat $1,184 3641 $T4 $428 5399
Plus; Ineremental Trnsmission $2,188 $2.136 $2,656 §2,53¢ $1879
Pls: [ncremental Generation 33975 $2501 $2,569 $2,414 52,135
Phug: Mantenancs & Distribution $7439 46,195 $5.628 $6,995 $6600

Incremental Revenus Addton $388 (§t4,308) $30,951 $25840  $22,420
New Projected Revenue Bass $326,506 3343703  §365355  $365,741  $351,431 $382,382 $408,@2 $430,443
% Revenue Increase 9.6% 5.3% 8.3% 1% 4.5% 5.4% 5% 55%
Total GWh Base 3,660,969 3660919 3764581 3,721,562 36099156 3653234 3707634 3,762,845
Barclays Demand Forecast 02% 2.5% -1.1% 3.0% 2% 1.5% 1.5% 15%
Total GWh Used 3,669,919 I TEE61 3720562 3609916 3653234 3707634 3762845 3,818,877
Nominal §/ MWh Price $88.97 39130 $93.17 $101.32 $6620 $103.13  $10843  $1f2.73
% Hominal Incre ase 13.8% 26% 7.5% 32% 5.1% 7.2% S5.1% 38%

Source: EIA, Edison Elechic Institute, Borclays Copitol esimates.

Regulatory Implications of a Capital Cycle

The current capital eycle is resulling in these negotive longterm regulatory trends mimicking

the 70's capital cycle:

1} An increase in the frequency of rate cases as companies oftempt to recover the capital

they are spending on a timelier bosis;

2} A squeezing of spreads os in the face of large and frequent rate increase requests,
regulators tend fo scrufinize allowed ROEs for excess refurns; and

3} An expansion in Regulatory lag, the gap between authorized relurns and earned returns.

Frequency of Rate Cases on the Rise

Due to the capex outlined above, we expect the indushy fo confinve a busy schedule of
rate cases in the near term. In fact, rate cases may increase if managements recognize the
window of opporunity lo raise base rates while potentially lowering customer’s bills as a
result of & reduction in fuel and purchased power pass through costs. We forecast 60 rate
cases over the next 18 months, which includes 24 to be decided by yearend 2009 and

36 1o be decided therecfter,

July 16, 2009 17

ATTACHMENT D - 17



Ulilities

Figure 17: Historical Quarterly Number of Rale Cases
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Sourca: SNI Finoncial, Federal Reserve, Borclays Capitof estimotes,

A historical summary of the last 17 years of rate case outcomes is shown in Figure 18.

Figure 18: Rate Case Statistics

E'iech-[c: Allowed #of I'E-lectr!c Gas: Allowed

Return on Equity Rate Return on Equity # of Gas Rate

Date (%) Cases (%) Cases

20091Q 10.53 10 10.24 4
2008 10.33 3 10.39 2
2007 10.31 37 10.23 H
2006 10.45 % 10.40 13

. 2005 10.54 2 10.36 21
2004 ‘ 10.88 19 10.63 2
2003 10.98 18 10.95 23
2002 11.22 11 11.08 17
2001 11.12 10 10.96 5
2000 11.58 g 11.35 11
1899 10.65 5 10.74 6
1998 11.91 9 11.51 10
1997 11.33 ' 10 11.31 10
1998 11.40 18 11.12 17
1995 11.59 % 11.44 13
1994 11.21 27 11.24 24
1993 11.48 % 11.37 37
1992 12.068 3 11.99 %

Sourcé: SN Fipancial

]
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Return Spreads Tightening

Figure 19: Average Rate Case Ouicomes & Relationships, 2005-2009

Yield on Yield on
Allowed 10-Year Spread Moodys Spread
Year ROE  Treasury (bps) Baa {bps)
2005 10.54%  4.32% 622 6.08% 446
2008 10.45%  4.77% 567 6.47% 398
2007 10.23%  4.65% 557 6.52% 37
2008 10.35%  3.680% 675 7.40% 295
1Q09 10.22%  2.72% 750 8.23% 199

Source; RRA, SN Finoncial.

/
As shown in Figure 19 the spreads of allowed ROEs to treasury yields tightened from 2005
to 2007 before widening again in 2008 and 2009, We believe this has more to do
with the decline in freasury yields os a result of monelary policy versus any increcse in
allowed ROEs awarded by commissions. In faci, allowed ROEs, while rising slightly in
2008 have follen back in 1G09 fo near 2007 levels. Moreover, when compared versus
corporate bond rates, spreads to allowed ROFs have continved o tightea since 2005 and
os the capital cycle began in 2007. Spreads of allowed ROEs fo corporate yields have
tightened from 446 bp in 2005 1o 199 bp in 1Q09, a norrowing of 247 bp {55%).
Overall, allowed ROEs are more correlated with corporate bond yields over fime than with

Ireasuty yields.

Figure 20; Allowed ROEs vs. 10 Year Bond Yields

Actual Indicated ROE
20-0:/0 7 Allowed ROEs Y=0.5302x +0.0845
o0 | s -~ Ri=83%
14.0% -
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€ 8.0% - \‘_j"\r\,u' -
£ 5.0% SR -""'\,'\ i
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Soeurce: SNI Financial, Federal Reserve, Borclays Capital estimates.

In 1,359 cases since 1980 the average cutcome has been 501 bp greater than the 10
year kreasury yield with a stondord deviation of 106 bp.  Our regression analysis shows
that applying a 0.5302 multiplier to the 10 year yield and adding 845 bp results in an R?
of 83%. This would have implied a 10.39% allowed ROE in 2008 versus the actual
aliowed ROE of 10.35%.

|
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Figure 21: Allowed ROEs vs. Corporate Bond Yields
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Sourca: SNI Financial, Federal Reserve, Barclays Capiiol estimotes,

In the some period since 1980 the average outcome for allowed RCEs has been 279 bp
higher than the Moody's Bao Corperale Yield with a standerd deviofion of 106 bp. Our
regression analysis shows that applying o factor of 0.5653 to the corporate bond yield
and adding 694 bp results in an R* of 89%. This would have implied an allowed ROE of
11.94% in 2008 versus the actuat ROE of 10,35%.

Regulatory Lag on the Rise

During periods of rising capital expenditures and rate base as well as rising costs, ufilities
with historic fest years cannot fully recover those rising costs over fime. That is, during
periods of free cash flow deficits, revenues meant to offset depreciation, capital, and
operating cosls, for uliliies with hisloric test years ore often delayed versus the actual
incurrerice of these costs due fo the review process. - Figure 22 shows the historical
relationship between regulatory lag and pre-dividend free cosh flow. We have adjusted
pre-dividend free cash flow to be presented consistently in 2008 dollars using the GDP
deflator,

I —
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Figure 22: Regulatory Lag Throughout Capital Cycles, Historical & Projected
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The relationship, with a two year lag between the pre-dividend FCF and the ROE gap, has
been well correlated with an R® of 74%. Qur regression analysis is shown in Figure 23.

Figure 23: Pre-Dividend FCF vs. ROE Spread

2060

1.000

-1.000

-2000

+3.000

Earned less Allowed F

-4.000

-5000

0.000 -

-25

Return Spread %jvesrz = 0.110369 X FCF ($B) yearo -1.76123%
FCFin2008$'s R®=74%
* &

+* e g

» b o
+ *
*
¥
" . o *
* »*
.20 -15 -1 5 [ 3 10 55 20 25

Pre-Dividend FCF

Souvrce: FactSel, Edisen Electric Insktte, SNI Financial, Federal Reserve, Borclays Capitol estimates.

This relationship indicates that ufilities earn 176 bp below their allowed refums two years

hence from o breakeven FCF. Each $1 billion in FCF voriance alters this regulatory lag by

approximately 11 bp.  We project negative but improving FCF deficits versus 2008 in
2009 through 2011, ond ancther improvement in 2012 and 2013. This would fead fo
projected earned ROEs between 7.5% and 8.0% through 2013. Correcting for the
average discrepancy between our projections ond actual ROEs since 2005 of 73 bp
wauld lead to projected earned ROEs of between 8.2% and 8.75%.
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Figure 24: Historical and Projected ROEs
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Source: FactSel, Edison Electic Institvls, SNI finonciol, Federol Reserve, Borclays Capital estimates.

The Capital Cycle Could Cause Risk Premiums to Rise

As FCF deficits have increased, this hos In fumn increased balance sheet stain, regulatony

scrutiny, and execution risk. Investors may, os a result, demand o higher risk premium. -
We colculated the historical implied equity risk premium for the ufilities sector as follows:

Equity risk premium = eamings yield - 10vear bond yield [risk free rate]. Figure 25 shows

the historical FCF deficits or premiums adjusted into 2008 dollars using the GDP deflator

ond the equity risk premium,

Figure 25: Risk Premiums Throughout Capital Cycles, Historical & Projected
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Source: FaciSel, Edison Flectic Iastinte, SNL Financlol, Federal Reserve, Borelays Capital estimatas.

Regressing the equity risk premium versus pre-dividend FCF deficits, with o two year lag
displayed a strong relationship with an R® of 78%, as shown in Figure 26.
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Know Thy Regulator

Figure 26: Pre-Dividend FCF vs. Risk Premiums
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Source: FaciSel, Edison Electric Institute, SN Financial, Federof Reserve, Barclays Capital estimates.

Based upon this regression relationship we would expect to see risk premiums spike to the
orea of 13.5% by 2010 versus the 3.17% seen in 2008, before moderaling in the 11%-
12% otea from 2011 to 2013, Retumns should move lower with the increase in equity risk
premiums.

The increasing imporiance of regulatory log and allowed returns theoughout the capital
invesiment cycle increases the value of a utility'’s governing regulatory districi(s). Continving
the frend that we have seen historically, the more favorable regulatory districts
{corresponding to lower costs of capital} are clustered in the Scutheast and upper Midwest,
while the more difficult jurisdictions {and higher costs of copital} are typically located in the
desert Southwes! ond Norheast. We poini to six key mekics that we believe best bound
the risks inherent in particular jurisdictons, and correspond closely fo the differences we see
in the relative cost of capital from region fo region. A more defailed differentiation of these

mekics can be found below.

W Elected versus Appointed: Elected commissions have a greater incentive to be focused
on end user prices above cost of capilal. Appointed commissions have @ buffer fo the
eleclorate and can act in a more judicial marner.

B Rules Mechanism: Having certain rules in place alfows for more consistent, limely,
and fransparent regulation over time. Features we assess in this cafegory are: Test Year
Period, Fuel Clauses, NonFuel Spending Trackers, Stafutory Decision Limits, Formal IRP
Processes, CWIP vs AFUDC, and Decoupling mechanisms.

B Allowed ROEs: A ranking based on the last five rote case oulcomes relative to 10-

year Treasury levels. Included decisions go back as far os 15-20 years.
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B Setlle versus liigote: Setllement offen works out in a befter ouvicome for all parties and

consequently eams the state a befter rating.

B Rate levels: The higher the rafe, on a relative basis, the greater the difficully to raise i:
lower absolute rates get o befler sanking, as they are less prone Io aliract customer

pushback.

W Subjective Investor Friendliness Rating: Based upon three main factors: a track record
for reaching decisions that ore well defended and within the bounds of testimony; staff
repulation, professionalism, and influence; and ability fo recognize and address

emerging trends.

These six criteria are equalweighted and receive a value of 1 to 2, with the smaler
number representing o better ranking. In the Appendix we have provided our rofing

details, state commissioner and staff contact information.

While the broad geographical hrends of consiructive regulation and perceived investor
friendliness conlinus to hold, we have seen some important positive developments in
specific states that we think are worth nofing. In each state there is a specific regulatory
convention (or several) that can be pointed fo as driving the significant change in the last
year — such as Ohio (incorperation of fus clause into regulatory scheme), California [bond
index-based ROE fracker mechanism), Florida [constructive rate case oulcomes in last six
months, despite difficult economic conditions], New Mexico {passed a forward test year
wle], and Michigan fforward test yeor, file and implement wles ond predetermination for

large investments).

A Recap of State Rankings

We rank the FERC as “above fier 1" given its regulatory retum allowonce history,
appointed nature, investor friendliness, and policy directive. In our 2009 ranking, the top
six jurisdictions are Kentucky, Wyoming, lowa, Idaho, North Caroling, and Florida. The
bettom fier consists of New Mexico, Montana, Arizona, Connecticut, Rhode Island, New
York, and Maryland. The jurisdictions that dropped one tier from 2008 were Colorado
{from tier 1 1o fier 2); Arkansas, Indiana, South Caroling, and Wisconsin ffrom tier 2 fo fier
3} Mississippi, Pennsylvania, and Vermont {from tier 3 to tier 4); and Connecticut,
Maryland, and Rhode Island [from tier 4 to tier 5]. Missouri dropped two tiers from last
year {from tier 2 to fier 4}. Jurisdictions that moved up o fiers from last year were Florida
ffrom tier 3 lo tier 1} and Michigan {from tier 4 to tier 2}, The jurisdictions that moved up
one lier were North Carclina {from fier 2 1o tier 1); Colifornia, Minnesota, Ohio, and
Texas {from tier 3 1o fier 2); Winols and West Virginia {from fier 4 to tier 3); and New
Hampshire {from lier 5 to tier 4).
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Figure 27: Tiered State Regulatory Rankings

Tier1 Ter2 Tier 3 Tierd Tier &
Lowest Cost Highest Cost
Of Capital of Capital
Akansas

FERC Defaware
Listrict of Columbia
Hawak
Hincis
Alabama © Indiana Levistana
Cafifomia Hansas Maine
Colorady Massachusetis Mississipd
Georda Oregon Missourt Arizona
Flosida Michigan South Carolna Nevarda Connectiout
Idaho Minnesda Utah New Hampshire Manfand
lowa Norh Dakota Virginia New Jersey Wontana
Kentucky Ohio Washingbn Pemsylvania New Mexco
Norh Cardina OKahoma Wast Vinginia South Dakala New York
Woming Toxas Wisoonsin Vermont Rhoda Island

Source: SNE Financial, Borclays Capitol estimates.

Figure 28: Relative Price-to-Book Valuation of Eleciric Utilities by Region
{1986-Current, weekly)

Price/Book Relative

Region Ratio P/B Value
Southeast 1.67x 12.0%
Mid-Atlantic 1.68x 11.6%
Midwest 1.67x 11.4%
Plains 1.52x 3.1%
West 1.60x% 1.3%
New England 1.33x -10.6%
Southwest 1.07x -28.8%

Source: Foct3et, Barcloys Capitol.

We have onecdotally believed, and been told by Southern Company for some time, that
customer and shareholder inferests are aligned through regulation.  This is the result of a
feedback loop by which ulifities that keep prices relatively low, and service and reliability
relatively high, receive constructive regulatory outcomes. In turn, that company enioys @
lower cost of capital, and can afford the investment necessory to keep prices low and
refiability high. In an attempt to assess this theory, we review the infersection between our
regulatory rankings, cost of capifal tendencies by region — as measured by relalive price to
bock, and customer satisfaction according to JD Power & Associales. Figures 28 & 29
fully support our view that positive and constiuctive regulation reinforces good  uiility
performance and perception.
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Figure 29: Customer Satisfaction, by Quintile

State ﬁanking Avg. JD Power Ranking
Quintiles {out of 1,000)
1st Quintile . 704
2nd Quintile 684
3rd Quintile 666
4th Quintile 661
5th Quintile 655

Source: JB Power & Associates, Borclays Capilal estimales.
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Pending or Likely Regulatory Proceedings
Allegheny Energy {AYE)

West Virginia. We expect AYE's refuins in West Virginia to improve by $55 million in pre-
fox margin by 2011 for o 9% ROE which would add $0.20 per share. The company
could file a bose rate case in 3Q09Q or 4Q09. As @ reminder the last full rate case
decision was in May 2007 when the company received a 10.5% allowed ROE on a
46.1% equily rafic,

On 7/10 the company filed for an interim fuel adjusiment rider in West Virginia of $82M.
The company esfimated first half 2009 underrecovery of $82M versus $137M estimated
in lost Fall's decision for the full year 2009, AYE requested @ decision con interim recovery
by October 1, 2009. AYE expecis to file the annual fuel case by September 1, 2009 for
rafes effective January 1, 2010. We expect ull or close fo full recovery for AYE.

Pennsylvania. In Pennsyivania, West Power continues to procure power supply for the
2011-2013 period with the next auction resulls likely October 16 [a few days following
the bidding]. As planned this auction covers 1.8 MMwhrs. The average procurement
price In the two auctions lo date for residential customers is $72.24/MWhe and for small
and medium nonesidential it is $75.40/MWhr. So far 25% of a required 30.2MMwhrs
hos been procured.  Overall, we have ossumed AYE gets $69.50/mwhr on 75% of its
Allegheny Energy Supply oulput and $44/Mwhr for the balance. Every $1/MWhe
ovarall o} Allegheny Energy Supply is $0.125/shave.

Under a July 2008 order West Penn Power customers can phasein a rale increase over
25% for thiee years. We do not expect ralecap extension legislation to be enccled
although there have been bills proposed which range from being repeitive of the rate
mifigotions plans in place to rate cap extension bilis similar to those from 2008. Please
_see our passage on PPL Corporation for additionat defails,

PATH. The compony has akeady received FERC opproval which includes o 14.2%
ollowed ROE on the $1.2 billion joint project with American Electic Power. Filings for
approval have been made in Maryland, Virginia and West Virginia. In Virginia the PATH
hearings are set for August 36 and the evidentiory hearing is January 9. We expect an
outcome to this process by mid-2010.

Alliant Energy (LNT)

" lowa Power and Light Electric General Rate Case

lowa Power and tight {IPL} filed its refail eleciric general rate case in lowa on March 17,
2009 based on o 2008 historical test period. The key drivers for the filing include
recovery of investments In reliability and emissions controls, anficipated increases in eleciric
fransmission service expenses, and refiement plan costs, known changes in retail electric
demand, and expenditures associated with the 2007 winter storms and severe Hooding in
2008. Rate changes are implemented in fwo phases with inferim rates effective 10 days
after the filing {March 27} and final roles effective approximately nine months later [if the
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case is fully litigated). IPL is requesting an 11.4% ROE although interim rates will reflect the
current allowed ROE of 10.7% on 49% equity on a rate base valued ot $1.875 billion.
Also, $84 million of the folal $171 million revenve increase request hos been reflected in
base rates effective March 27, 2009, subject to refund. The Consumer Advocate Divisicn
of the Department of Justice and any intervenors are scheduled to file testimony on or before
July 17, 2009, with sebutiol testimony due on August 21. Assuming the case the case Is
fully liigated, o hearing is scheduled on October 5, with o decision and new rates
implemented 1Q10.  Sefflement discussion will occur during the rate proceeding.
Prospects of the setilement are unknown at this time, although lowa has o demonstrated
history of sefflement in rote proceedings. The company plons to file onother electic GRC
early in 2010 with the same implementation timeframe, in order to recover $425 million in
wind ond $195 million in environmental controls.  Should INT not receive a lransmission
. rider In the currenily pending GRC, this would also be a driver in next year's case.

Wisconsin Power und Light Electric and Gas Gensral Rate Case

Wisconsin Power ond light WP filed ifs retoil electric/gas generdl rate case with the
Public Service Commission of Wisconsin on May 8, 2009. WPL's filing is based on a
2010 forwardlocking test year with a requested ROE of 10.6% on a 53.5% common
equity component en an average rate base of $1.362 billion {electric} plus $0.212 (gosh.
WPL is seeking o lotal of $91 million rate increase, comprised of an $85 million retail
electric increase and a $6 million increase for gas service. WPL projects lower combined
revenue deficiency in 2010 of $133 million {11%} in present revenues. Drivers of WPL's
rafe request include $36 million due to lower retail eleciric and gas sales, net of fuel, with
the unrecovered portion if its revenue deficiency to come from continued cost reduction
offorts and deferrals; $30 million for return on CWIP reloted to Bent Tree Wind project;
working capital of $21 million and other of $4 million. WPL expects new rates to be in
place 1/1/2010.

Ameren (AEE)

Ameren filed their lllinois rate case on June 5 and we expect a filing in Missouri later this
year beth mainly to reduce regulatery lag. The combined IL electric request is $181 million
with a ronge of 11.75%-12.25% using a $2.4 billion rate base for the test yeor ended
12/31/08. The combined Il gos request is $45 million with a range of 11.25%-
11.60% using a $1.0 billion rate base. The fled copital struciure calls for an equity
contant of 44%-49%, '

AEE positioned the filing against o diop in the commodity side of the bill which has
declined significantly since the last adjustment. Under the proposed elecic increase the
average Il residentiol electric customer will pay $59-$97 more per year [assuming
10,000 kwhrs) depending on the subsidiary and the average gos custorner $38-$60 per
year [ossuming 785 therms). The sovings from the latest electric supply adjustment is a
$100 sovings per year for the average residentiol electric customr.
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The IL filing is mainly to reduce regulatory lag and AEE comments that more than 77%
{$173 million) of the rafe increase request relates to construction, operation and
maintenance of the delivery system. The company's estimoted 2009 IL ROE is 6% and
every 1% is $25 million pretox. Our EPS estimates are $2.83 for 2009 and $2.70 for
2010 with the IL utilities coniributing $0.53 in 2609 and $0.60 in 2010. Guidance for
the Il utilities is $0.40-$0.50 for 2009.

We olso look for a filing from AEE in Misscuri loter this year 1o reduce regulatory lag and
seeking a relurn on environmental investment. The company expecls to undeream in
Missouri in 2009 with a 7% ROE. As a rule of thumb a 1% chonge in ROE is worth
approximately $50 million of revenues in Missouri. We estimate that the company earns
$1.25 in Missouri relative 1o the company's range of $1.15-$1.25 for Missouri for
2009. The Missouri case filing will include o filing for the environmental rider which
includes a recovery on investment that includes nonfuel operations and maintenance

spending.

American Electric Power [AEP)
AEP East

Appalachian Power Company [APCo} has made its fourh environmental and reliability
(E&R) filing In Virginia on May 15, covering the expenditures made in 2008. This filing
asked for $41.6 million, with recovery expected 1o begin in Jonuary 2010. intervenor
festimony is due on August 27, APCo testimony is due on September 10, rebutiaf testimony
on Seplember 21, and hearings begin on October 1,

In West Virginia, APCo conlinves in ifs expanded net energy cost {ENEC) filing, which
requested o $156 million recovery in Febrory 2008 bsfore the West Virginia Public
Service Commission {WVPSC.} The ENEC filing is essentially a beefedup fuel filing that
incorporates fuel, purchased power, offsystem soles credits, efc., and should typically result
in no change fo eamings given that the filings simply seek to tweup the regulatory
recoveries with cclual incurred cosfs, An order is expecied in this matter by September 30,
2009.

AEP conlinues 1o sesk approval to build a 629 MW IGCC plant ot its Mountaineer site in
Mason County, West Virginia, although the current economic and credit market
environment make this project a luxury noi likely to be pursved even if approved. It
currently stands in fimbe in West Virginia, ofter being denied in Virginia. However, the
carbon caplure and sequestration {CCS) Investment continues to move clong at the current
Mouniaineer site, with AEP expeciing operation by Seplember 2009 on a 20-30 MW
portion of the plant. If successhul, the project would sequester 100,000-300,000 tons of
CO2 per year.

AEP's most imporiant filing in Virginia wos made on July 15 as APCo's rale case request
was for a $169 million revenue increase, based on 44% equity end o 13.35% ROE. The
filing is preliminary, In our estimotion, because APCo will likely have to adjust the rate case
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fest year and equily sfruclure periods fo reflect the ruling just handed down by the SCC
related fo Deminion's DVP subsidiary. We expect a modified filing by the end of the
summer. Inferim rates would be effective by December 12, 2010. With APCo's currently
approved 10.2% ROE, actual eomed ROE below 8% in 2008, and likely fo be below 6%
in 2009, there exists a good possibility of rate relief through this process. We expect the
rate case will be effective for substanticlly all of 2010.

AEP West

AEP's Southwestern Electric Power (SWEPCo] unit filsd o general base rofe case before the
Arkansas Public Service Commission [APSC) on Februory 19. The case {docket # 09-008-
U) requested a $53.9 million revenue increase premised upen $608.9 million of rate
base, a 35.68% equily structure, and an 11.5% ROE. The $54 million increase includes
$28.7 million associated with a generation recovery rider. Rebuttal testimony is due on
July 24th, stoff and intervenor surrebuttal testimony is due on August 18, and sursurrebutial
testimony s due on August 25. Hearings are slated 1o begin on October 20, with a final
decision expected in December. Through 1Q, [TM earnings at SWEPCo produced about
an 8.7% ROE.

SWEPCo is currenlly in consiruction on the |. lamar Stall plant - o 508 MW combined
cycle gas plant at its Arsenal Hill site. The site received its final regulotory approval from
Arkonsas In June.  AEP estimates the plant will cost $348 million, and be operational in
mid2010. SWEPCo also has been building the John W. Turk plont — o 600 MW coal
plant in Arkansas. Construction began in lote 2008, with a revised cost of $1.6 billion
($1.2 billion expected for AFP, which will own aboul 73% of the plantl, and the plant was
expected orine In 2013. As with all coolplant proposals, AEP has encountered continuat
resistance from several parfies opposed fo the plant. Most recently, and afer losing @
challenge in the Federal court system before the 8" Circul, the Hempstead County Hunting
Club is suing the APSC in an aftempt to reverse the commission’s approval of the plont.
That challenge before the Arkansas Count of Agpeals was successful, with the court
revoking the permit granted by the APSC, citing poor procedures followed by both the
APSC and SWEPCo. SWEPCo has announced it will appeal the iling 1o the Arkansas
Supreme Court. Dates atound a final order are uncertain, It is continving construction of

the plant while the appeal proceeds.

An appeal of the air permit is also pending before the Arkensas Polluion Control and
Ecology Commission, with hearings concluded in midjune. Parties have until August 21 1o
file posthearing bricfs, with rebuttal briefs due by September 11, Following thot — under -
an uncerioin timeline that could take weeks or months — an Administiative Hearing Officer
will make o recommendation to the Fcology Commission, which will then hear oral
arguments and rule accordingly at one. of its meetings. From that point, the rling could
then be appeated through the sate court system in Arkansas. Final US Amy Corps of
Engineers approval is pending as well.
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We expect the Stall plant will be built, but are less sanguine obout the prospecis for the
Turk plaot from here. Given AEP's multiple options for capital oliocation, we den't see a
meaningful impact on their obilify to grow earnings by the 2%-4% they've guided fo os @

result of the Turk ruling.

AEP Ohio

In March, the Public Utifiies Commission of Ohio {PUCO)] nuled to approve an electric
security plan {ESP) for AEP's Celumbus Southern Pawer {CSP) and Ohio Power [CPCo)
subsidiaries. The ruling allowed for average revenue increoses of 7.5%, 6.5%, ond 7% in
2009, 2010, and 2011, respeclively. The iling also allowed for clouse recovery of fuel
expenses, and explicily included carbonreloted costs within the fuet clause. Fuel balances
in addition 1o the allowed rate increases outlined above will be deferred, with the balance
Iplus carying costs] to be recovered from 2012-2018. The PUCO denied distribufion
fote increases outside of the gridSMART advanced mefering progrom, anficipating thot AEP
Ohio will file a separale distribution rate case to address these other items.

On the matter of evoluating whether AEP and iis peer utilifies would pass or fail @
significantly excessive earnings test [SEET} as laid out — but for which ro specifics have
besn estoblished — by legistation, the PUCCO will convene workshops in the coming
months. A decision on the matfer is expected in mid-2010.

The ESP process is currently under appeal from both AEP Ohio and some intervenors. A
ruling on the appeals is expected imminently, although we do not expect o material
difference to the March order that would distort earnings expectotions in a meaningful way.

AFP Transmission

AEP is involved in several active fransmission projects, as oullined in Figure 30,

Figure 30: Summary of AEP Transmission Projecls

Esbmated Gost Expectedin

Name Length Technology Partner {in miiifons) Service

Eleciric Transmission Texas (T 1) A 5KV WidAmerican (507) $400 2013
WR{50%) &

Prairie Wind 230 miles 765 kV MidAmerican {25%) $600 2013-2014
OGE {50%) &

Tallgrass 170 mdes 765 kv MidAmerican {25%) $500 2013-204

PATH-WV 275 miles TB5 KV AYE (50%) $1,200 ‘ 2014

Pioneer 240 miles 765 kV PUK (60%) $1,000 2015

Source: AEP Company Preseniations

The ETT projects involved several short lengths of line, as well as substation upgrades, and
so quantifying a distance is challenging. Thot said, of the projects thot can be quantified
in such @ way, AEP is involved in over 00 miles of new consiruction, af o tofal cost of
about $3.7 billion. AEP's share of that cost should be about $1.6 billion, suggesting a
polential incremental $0.15-$0.20 of EPS between now and 2015, locking furher
ohead, AEP is considering an addifional 4,000-6,000 miles of transmission spending, by
our estimates. I these projects were all fo come fo realization, it would represent an
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additional $0.80-$1.00 of EPS. Understandably, the market has not been inclined to
pay for this longerterm optionality, but we think it's clear that the market is also not currenily
pricing in even the currenily active fransmission projects in AEP's stock price.

CMS Energy (CMS)

CMS, under its Consumer's Energy subsidiary operates a regulated electric and a
regulated gos ufility within most of the state of Michigan excluding the “thumb* portion
surrounding mekro Detroit.  All CMS's tronsmission assels were legolly separated and then
scld oft.  They now are owned by ITC Holdings, Inc. under that company’s METC
subsidiary.

Michigan legislation

On Seplember 18, 2008 the Michigan legislotire passed legislation that moved the
stote’s regulatory shucture away from o hybrid to a more fully regulated model.  The
legislation was subsequently signed by the Govemor. The legislation insfituted a
renewable ensrgy standard in the state of 10% by 2015 and insfilutes energy efficiency
gools where program costs are fully recovered and incentives are owarded for beating
fargets. The cash collection from customers for these programs is collecled at a level rate
over 10 years while the revenues are booked os the costs are incurred allowing the
company to over collect on a cash basis in the earlier years and under collect in the later
years. Furher, this mitigotes rate shock and the need for continual rate increases by
allowing the programs o go into place with a one time charge fo customer bills.

Further legislation included a ferword fest year and a file and implement rule which allows
for the selfFimplementation of rates 180 days after filing if no commission decision has been
made. The selfimplementation will then be modified and kued up or down with inferest if it
is not in line with what the Michigan PSC eventually approves within the 12 month statutory
time limit. All of these meosures will work to significantly mitigate regulatory lag, allowing
the company to earn closer to its allowed ROE. The legislation also caps customer choice
at 10% of lood meoning infrastructure investments of significant size can be made with
confideace that the customer base will be there in future years. Furher, the legislation also
creoted a Cerificole of Need {CON|} process where projects costing more that $500
million are preapproved for recovery by the commission. Inferest costs of the projecis
would be recovered during constiuction and the remaining costs would be recovered upon

project completion.

Eleciric Rate Case

On November 14, 2008 the company filed an electic general rate case in Michigan
under the laws possed in September referenced above. The requested increase was for
$214.5 million premised upon a regulaiory accounting equily rofio of 40.88% applied to
a 12 month average rate base for the period erding 12/31/09 of approximately $6.3
billion. The requested allowed ROE was 11%. On April 27, 2009 the Michigan PSC
staff recommended a revenue increase of about $74.7 million premised upon a 12 month
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average rate bose for the period ending 12/31/2009 of about $6.0 billion, an equily
rafio of 40.51% and an allowed ROE of 11%.

While the headline metrics of the staff recommendaticn are gererally in line with the
company's request the operaling expenses were where there were major differences. The
staff, according to the company’s statements on their first quarler earings conference call,
used some portial year data for 2008 capital expenditures and interpreted it as full year
data. Furthermore, the staff had used historical expenditures and applied a CPl facter fo
them 1o project forward year expenses. This is in fact not representotive of the amounts the
company intends to spend on either an O&M or a copex basis. Since the Michigan
legislotion calls for the use of a forward fest year, and the final commission decision is not
due or expected unifil November, three-quarers of actual data for the 2009 year will be
available to determine how close actual numbers are in line with CMS's forecast versus the

slaff's recommendation.

Under the faw in Michigan, consumer's can selfimplement rotes six months after a filing if
no commission decision has yet been made. The Association of Businesses Advocating
Taniff Equity {ABATE) of Michigan filed a mofion with the commission which asked to have
the selfimplementation by the company stayed. The commission heard the motion and
decided, according to the law that the selFimplementation could go forward.  After this
nling consumers selfimplemented o $179 million revenue increase versus the roughly
$215 million request, effective as of May 14, 2009.

Gas Rate Case

Cn May 22, the company filed o new gos general rate case in Michigan under the
current law the company will be allowed to selfimplement rotes in six menths, on or after
October 22, 2009. This is imporant from o seasonal timing perspective as it will allow
for new rates to go into effect prior fo the next winfer heating season. The rate increose
request is required under the law to be adjudicated by the commission within 12 months,
or by the end of May 2010, The request encompasses a $ 114 million revenue increase,
driven mostly by rale bose growth and a declining sales forecast.  Further, the return
component of the revenue increase request is premised upon a 12 month average rate
base for the pesicd ending 9/30/2010 of approximately $2.9 billion.  Applied to this
rate base were a regulofory accounting based equily ratio of 41.07% and a requested
allowed return on that equity portion of 11%. Furher, as part of the general rate cuse the
company requested a sales decoupling mechanism, and outomotic tracker mechanisms for
both uncollectable and pension expenses. A prehearing was held before the Michigan
Public Service Commission on June 24 2009 to set the schedule. The current schedule In
the case calls for siaff and intervenor festimony on October 22, 2009, rebuttdl fesfimony
on November 16, 2009, and hearings schedule for the weeks of December 14, 2009
and January 4, 2010. The current targeted date for a final decision is May 22, 2010.
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Constellation Energy (CEG)

In Maryland Constellation Energy lost its appeal on July 2 of the Public Service
Commission’s decision to initiate o public interest review of the proposed nuclear joint
veniure wilh Electricite de France as it was found to be prematue.  We expect an
outcome later in the schedule of the pubtic interest proceeding where the PSC has agreed
to take action on the case by September 17 which would be consistent with the company’s
closing fimeline. To close the tansaction approval is also required from the Nuclear
Regulatory Commission. Hearings begin August 19 and end August 25.

Figure 31: Schedule for Public Interest Review of Proposed CEG/EDF Nuclear JVY

Datg Action
August 5 Reply Teslimony due from parties other than CEG, BGS&E, and EDF
August 13 Rebuttal testimony filted by EDF, CEG, and BG&E and served on other parias
August 14 Discovery requestes due on rebuttal testimeny
August 17 Responses to post-rebutial testimony due
August 19-25 Hearings
Septermber 2 All parties file briefs

Source: Manyland Public Service Commissicn

According to the fune 22, 2009 Ballimore Sun atticle “Deal Merits Scrutiny,* the State sent
CEG a sefflement proposal on June 2 seeking "shot ond longterm rate relief, o
commilment to green lechnologies, ringfencing to protect BGE from Constellation’s
speculative financiol dealings, ond elimination of an $87 million compensation package
for Constellation’s CEQ". We expect a reasonable outcome fo be reached os we expect
that the State along with the Comenission support the fransaction.

I the event the fransaction does not go through we expect Baltimere Gas & Electric to file
a rate cose. We do not assume a rate case in our forecast currently which is an 8% ROE
in 2010 ($1.83 billion in equity) on an estimated $3.7 billion in electic and gos
distribution rale base at yearend 2010, [f the 2010 eamed ROE was a more reascnable
10%, we coleulate it would be $0.19 per share accrelive o our $3.54 EPS 2011 EPS

eslimaote.

Consolidated Edison (ED)
Conkd NY Electric

On May 8, ED filed for a three-year electric rote plan proposing level annual rate Increases
of $695 million effective April 1, 2010, 2011, and 20172, respectively. The filing reflects
an 11.6% ROE and equily ratio of 48.2% on a rate base valued of $15.6 billion las of
March 2011}, $16.9 billion (March 2012}, and-$18 billion {March 2013). The filing
also includes an altemative proposal for a onevyear $854 million increase, reflecting a
10.9% ROE, including property taxes of $127 million, additional operating costs of $153
million, carmying charges on additionol infrashucture $237  million,  increcsed
pension/benefit costs of $114 million and on increased ROE of $127 million. The
company is requesting continualion of decoupling and current recovery provisions for
pension/benefits, properly toxes, longterm debt and environmental remediation.  ED s
secking regulatory deferral if certain expenses exceed 4% annual inflation rote if the actual
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ROE is less than authorized. This filing also reflects $30 million of “ousferity” measures {see
discussion below pertaining 1o the NYPSC's prior year GRC decision for ConEd NY
electric}, confinuing through March 31, 2011. We expect NYPSC Stoff response to the
GRC on August 28, 2009.

On May 26, 2009 ED filed for rehearing of the New York Public Service Commission’s
IPSC's} April 24 elechic rate case decision for ConEd NY. In that order, the PSC
auvthorized ED a $523.4 million o5 7.2% rote increose, premised on o 10% ROE and 48%
equily component of capital on a $14.097 billion rate base effective retroactively to April
1, 2009. The Commission also authorized the company 1o collect an addificnal $1998
million beginning May 1, reloted to a recent change fo Public Service Low that raises an
existing 0.2% revenue tox by an incremental 1.8% on a temporary basis. The approved
base role revenue requirement reflects a $60 million imputed adjusiment for “austerity”
meosures imposed. [f the full $60 million of cost savings are not achieved, ED will be able
fo pefiion the PSC to defer that porlion of the austerity revenue adjustment, up 1o $30
million, for recovery at a lafer date, following the first year of new rates. In addition, the
Commissicn adopted a 2% productivity factor adjusiment to the company-proposed test
year labor expense level, versus ED's proposed 1% facter. This determination reduced the
revenue requirement by an additional $11 million. ED's request for rehearing focuses
lorgely on the arbiary ond unprecedsnted nature of the oforementioned austerity
imputofion, arguing that i is...” without basis in the record, of odds with policies adopted
by other agencies and governments...and inconsistent with the long-term interests of New
York State.”

In conjunction with the rehearing request, ED submitted a plan oullining the steps it
proposes fo loke fo meet the austerity requirements of the PSC's order. However, the
company hos indicoled this filing sheuld not be constued 1o indicole agreement or
accepfance of the Commission order. The measures o be implemented include reductions
in: lobor costs {$6.5 million); corporate expenses such as ravel, atiendonce al professionol
conferences, communications costs, indusiry association membership fees {$7.4 million};
capital projects, and operations ond maintenance costs [$33 million}; and, other
unidentified cost reductions {$13.1 million]. There is no established timing or process for

this rehearing request ot this time.

On May 14, 2009, the NYPSC issued @ separale generic order requiring the stafe’s
major eleciric and gas disiribution ufifities o submit for PSC consideration custerity plans
within 30 days. These plons are fo addiess current and fulure company actions that can
reduce or postpone discretionary expenses, Should the PSC rle on rehearing to revcke
the austerity provisions of the order, or if this provision is ultimotely overurned in the cours,
the Commission could required ED to file a plan under the generic rling, thereby effectively

_imposing similar requirements.

We also expect ConEd INY to file @ gas GRC this year, with new rofes effective Cctober
2010,
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Orange and Rockland Utilities, Inc.

ED subsidiary Oronge and Rockland filed @ $17.8 million gas delivery rate increase on
November 26, 2008, effective November 1, 2009. The increase is based upon an
11.6% RCE and 48% equity on a rale base valued ot $261.8 miflion. On March 27,
2009 the NYPSC Stoff recommended that the Commission authorize a $10.1 million rate
increase based upon a 10% ROE and 48% equity component of capitol on o $275.8
million rale bose. O&R's most recent gas rate decision came in Oclober 2006 when the
PSC adopled a ihiesyear rafe setllement providing rale increases of $12 million, $0.7
million, and $1.1 million on November 1, 2006, 2007, and 2008, respectively. These
increases uliimotely were levelized with the use of deferred accounting, whereby increases
of $6.5 million were authorized in each of the first two years, with an additional increase
of $1.8 million authorized In yeor three.

On Jure 30, 2009, Orange ond Rockland, Stoff of the Depariment of Public Service, the
Consumer Protection Boord, USG Corporation, and the Small Customer Matketer Coalition
filed a Joint Proposal with the Commission in Orange and Rockland's gas base rate
cose. The Joint Proposal sets forth o selfement of all outstanding issues in this cose. The
orly aclive party in the case not joining in the Joint Proposal is the Town of Ramapo. The
Joint Proposal, which is subject to the review ond approval of the Commission sets forth a
threeyeor gas rate plan {November 1, 2009 through Oclober 31, 2012) for the
company. The Joint Proposal provides for gas rale increcses of $12.8 million, $5.2
milion and $4.5 million effecive November 1, 2009, 2010 and 2011,
respectively. Alternatively, the Joint Proposal gives the Commission the opportunity to phase
in the bose rate increase os follows: $8.964 million effective November 1, 2009,
$8.964 million effective November 1, 2010, and $4.626 million fin addition o a one
fime collection of $4.338 million through the Monthly Gos Adjustment] effective November
I, 2011,

The Jeint Proposal also contains the following major ifems:

B An.ossumed annual refumn on common equity of 10.4%;

W Reconciliation of actial pension and other postretitement benefi expenses,
environmental remediation expenses, properly taxes, longterm debt costs and cerain
other expenses to omounts reflected in rafes;

W Deferral of carying charges for disiribution infrastructure investments to the extent actual
expenditures are less than amounts reflected in rales;

B Compony may defer comying charges on up to $2 milion of onnual incremental
inferference related spending;

B Deferral of increases in certain expenses above o 4% annual inflation rate, but only if
the actuol annual refum on common equily is less than 10.4%;
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B Implemeniaion of o revenue decoupling mechanism using "revenve per
customer” methodology under which aclval energy delivery revenues would be
compared, on a periodic basis, with the authorized delivery revenues with the
difference accrued, for refund lo, or recovery from, cusiomers, as applicable; In the
first rate yeor (November 1, 2009-Oclober 31, 2010}, as an austerity measure, the
company will implement a 2% produclivity adjusiment [i.e., 1% above the normal 1%
productivity adjusiment}. Statements in suppert of/in opposition fo the Joint Proposal
were submitted July 13, 2009. A hearing 1o consider the Joint Proposal has been
scheduled for July 28, 2009. The Commission is expected to consider the Joint
Proposat in October 2000,

Dominion Resources (D)

Dominion Virginia Power {DVP) hos made five filings before the Virginia State Corporation
Commission [SCC) seeking a net increase of $316 million in revenues, to be effective
between July 1, 2009 and Janvary 1, 2010. The filings and effective dotes are listed
below: '

Figure 32: Dominion Regulatory Filings

Amount Effective

Request (in millions) Date
Fuel ($236) 1-Jul
Base Rates $298 1-Sep
Transmission $78 1-Sep
Bear Garden $77 1-Jan
Virginia City Hyrbid Energy Center $99 1-Jan
Total $316

Source: Company and regulolory fifings.

The base rate case filing sought o 13.5% RCE on 52.8% equity af the March filing, but the
capital siructure DVP sought was as of the end of 2010, In a subsequent rling, the SCC
decided that DVP's capital stucture would be set os of yearend 2008. This should
electively limit DVP to o 47-48% equily ratio. On about $8.5-.0 billion of rate bose, this
equates fo about $0.09 fo $0.10 of lower possible increcse. In addition, the rest of the
rate cose filing will be amended based on a Sept. 2010 fest year, os opposed 1o the 27-
month forward period DVP had planned to utilize. We would expect this to impact the rate
base request. The omended filing is due before the SCC by August 3. The RCE
mechanism esfablished by Virginia law obliges the sicte to have a floor set by the majority
of DVP's peer ufilities in the Southeastern US using a threayear rolling average. The base
rates would become effective before the final order is due, subject to refunds.  The
procedural schedule for that filing doesn't have hearings unfil Januory 2010 [see below]. A
positive note subsequent to the recent SCC rulings noted above en rofe case fest periods is
the clarification that DVP may file o rote case at ony fime in the future if # feels an economic
incentive to do so. Previously, the understonding was thot DVP would be unable 1o file o
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rafe case for another two years. This mitigates some of the impact of the earlier fest

periods we described above.

The Virginia Cily Hybrid Energy Cenfer, o 585 MW fluidized bed coal plant under
construction in Wise County, Virginia, is designed 1o be carbon capture compatible, The
plant is scheduled to cost $1.8 billion, excluding financing costs, and should be completed
in 2012. Consistent with the overall requests in the rote cose describsd above, DVP is
seeking a 14.5% RCE lor the plant, comprised of the 13.5% ROE request in the rafe case,
plus a 100 bp adder that is altowable through a separate rider under the reregulotion bill
that applies to new coal planis.

The Bear Garden focility s & 580 MW combined cycle plant o be located in Buckinghom
Couniy, Virginia, that was approved by the SCC in March 2009. Similar to the Virginia
City plont above, DVP requested a 13.5% ROE with a 100 bp adder for combined cycle
plants, raising the alkin request fo o 14.5% ROE. This plant is expected 1o cost $619
million, and should be completed in 2011,

The $78 million fransmission Increase is the result of requesting a transmission rider [Rider T)
to encompass curren! and fulure fransmission adjustments, and is net of o $227.3 million
revenue requirement, offset by o $149.4 million reduction in base rates os the fransmission
component is removed. This increase was approved by the VA SCC and will be effeciive
Septermnber 1.

Timing for the above open motters is ouflined in Figure 33.

Figure 33: Dominion Open Regulatory Matters

Case Subjpect Dates
PLE-2009-00016 Revislon to fuel factor July 9 - conmyments due
July 18 - hearings scheduled

PUE-2005-00017 Establish Rider R for Bear Garden Gerierating Stalfon August 4- comments dee
August it - heaings scheduled

PLUE-2000-00011 Adjustment o Rider S for Vingnia City Hybrid Energy Center August 11 - comments due
August 18 - hearings scheduled

PUE-2009-00019 Revislon to base rales January 13, 2010 - comments due
January 20, 2610 - heaings scheduled

Source: Compony Regulelory Filings

fn November 2007, Dominion filed o combined operating and construction license {COL)
with the NRC for a third unit at its North Anna nuclear site. The COL was based on using
GE's Economic Simplified Boifing Water Reactor (ESBWR] design. D has since reopened
its selection process for a technology at the site, and the search Is ongoing. It is our belief
that D will be in the first wave of new regulated nuclear construction, and to that end, we
expact a decision on a design partner to be reached by year end.
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DPL, Inc, (DPL)
Chio Retail Rate Matters

On February 24, 2009 DP&L filed a Stipulaion Agreement with the Public Utility
Commission of Ohio {PUCO) on its Electric Security Plon [ESP), filed October 10, 2008,
as required by SB221. The Stipulotion was signed by the PUCO staff, the office of the
Ohic Consumers Counsel, and other intervening parfies and among other things, extends
DPE&L's existing rofe plan through 2012, adjusts is fuel recovery mechanism beginning in
2010, and provides for the recovery of certain SB221 complionce costs. On June 24, the
PUCO unonimously approved DPL's pending ESP Seiflement. The approved plan
establishes rates through 2012 ond implements o fuel recovery mechanism beginning next
year. In addition, DPL will be able to confinue fo relcin 75% of the benefits derived from its
coal oplimization shategy in 2010 and beyond. The plan further stipulates thot an
excessive earnings lest will not be applied unlil 2013,

As a member of PIM, DP&L incurs costs and receives revenues from the RTO related to its
transmission and generation assels, as well as ifs load obligations for retail customers.
SB221 included o provision thet would allow Ohio electric uiifities to seek and obtain o
reconcilable rider to recover RTO+eloted costs and credits.  On Februory 19, 2009, the
PUCO approved DP&L's request to defer costs associated with its iransmission, capacity,
ancillary service and other PIM-related charges incurred as @ member of PIM.  On March
28, 2009 DPAL filed for recovery of these RTCHeloted costs.  Through this filing, DP&L
proposes to eliminale seven refail riders related fo transmission and ancillory services ond
replace them with a single retail rider thot would incorporate dll charges and credits from
the RTO as well as the omounts approved for deferral.  This new rate was approved on
May 27, 2009 and went info effect june 1, 2009.

DTE Energy (DTE)
Detroit Edison

On January 26, 2009 DTE's electric utility subsidiary Detroit Edison filed a rate case, their
first under Michigan's new regulolory legislation, The new legislation introduced a number
of constuctive regulatory concepts including o fully forward test year, fileandimplement
ratemaking, pre-detfermination on large scale projects, limits on customer switching, and a
more clearlly articulated plan for renewable consiruction end spending. All of these
constructs, when combined, help Edison fo substantially mitigate the offects of regulatory
lag, placing the ufility in o surprising secure situotion with the promise of supportive

regulation always in the background,

The power of a forward fest year is demonstraled impressively in Edison’s case as they are
able o recover sales declines in their service teritory prospectively. As the electricity
supplier to Defroit's “Big 3° automakers, one can imagine that Edison's forecust of an
approximate 8% decline in sales [sales expectation is 49,165 GWhs for the July 2009-
June 2010 peiicd, down from the 53,600 GWhs currently embedded in rates and
conesponding to $164 million in lost revenues) is a definite possibility. While sales
declines thus for in 2009 are trending close to inline with company guidance (down 6%
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for the 2009 calendar year at lost update} we are wolching closely fo see how much of
the $164 million ask is actually implemented when Edison begins their interim rafes on July
26, 2009. In addition io the sales declines {which, in our view, will be very difficult for the
commission fo argue with}, we believe that Edison will fikely recover dll of the costs
associated with increased pension, employee benefit, and bad debt expenses, while the
company will likely get more pushback on its request for recovery of inflation and rate base
changes, and in all likelhood will be disollowed the revenues ossociated with the
increased ROE request ond O&M tied to incenlive compensalion.

The procedurat schedule for Edison’s rale case started becoming more aclive in July, with
Stalf and intervenor teslimony kaking place on July 9, 2009, and wilh rebutial lestimony
planned for July 30 {shertly after Edison's likely date of implementation on July 26, 2009},
while a final order from the commission will come by January 26, 2010 o the absolute
fatest [Michigen's legislation mandotes that commissions must rule on rale cases within one
year of the originat filing, o rates automatically become effectivel. On June 26 Edison took
the first step in beginning their implemeniation when they filed with the MPSC their intention
to implement $280 million in inferim rates. While details around what specific components
make up this amount confinue fo be vague, we feel that it represents a recsonable jumping
off point for the compony and a good place to begin discussions with the commission. The
staff recommendation that came out on July 9 2009 was well below expectations, with the
staff recommending o rate reduction of ~$4M, with an allowed ROE range of 10.5% -
11.0% {Edison is curtenfly allowed on 11.0% ROE]. While the recommendation was
surprisingly low, we believe that many of the staff's assumptions, in paricular their sales
forecast, will be found by the commission 1o be substantially off point.

Alter rotes are finalized by the commission (most likely in jenuary 2010}, we expect Edison
to continue filing rate cases back to bock uniil sales declines begin o tuper off, which, in
our view, is unlikely to happen until ofter the 2011 rate case cycle in a best case scenario.
As a result, Edison will be in perpetual rote case cycle for the foresesable future, with the
payoff of this typically negalive scenario being thot Edison’s exposure to weokness in the
Michigan economy will be limited to the six months immediately following a filing {until they

are dllowed to implement interiem rales).

MichCon

While MichCon has been absent frem the regulatory front since mid-2005 [due to role
moratoriyms among ofher things], the DTE gas ulility flled @ cose on June 9, their first under
Michigan's new legistation. MichCon's total ask was $193 million, with rote base
additions accounting for the bulk {$83 million} of the increase, while increases in company
use ond lost gos {$36 millicn], a new uncollectitle tracker {$33 million), lower sales {$15
million), O&M {$16 million}, and a higher ROE {11.25% versus the 11.0% authorized
being $10 million of the request) making up the balance of the request. We will clso be
walching closely the discussions around the decoupling mechanism that MichCon included

in the filing.
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Consistent with the electric regulation in Michigan, we expect that rates will be
implemented on an interim basis in January 2010, with o final order expected by June
2010.

Renewables, Efficiency, and Conservalion Programs

DTE has the benefit of a customer surcharge that will begin to flow in September 2009.
This $3-$4 per month per customer charge allows DTE's utility subsidiaries to have access
to the necessary capital in order to meet many of their efficiency and environmental
mandates, and without the cos! that would come from iraditional debt issuances. We view

this as very constructive for DTE,

In addition 1o the regulatory mechanisms that were introduced with the recent legislation, it
has long been believed that Michigon is very consciously moving in the direction of ful
decoupling on the gas and electric distibution front. While fellow Michigan regulated
ufility CMS Energy is expected 1o handle decoupling in a separate regulatory filing, it is our
expeciation that DTE will address the decoupling issue in their next set of rate cases
{MichCon included a decoupling mechanism in their june 2009 filing and Detroit Edison’s
expected Januory 2010 filing will again address the issue).

Duke Energy (DUK)
Duke Energy Carolinas

Duke Energy Carofinas (DEC) fited o rale cose on june 2, 2009 with the North Carolina
- Utilities Commission [NCUC}, and expecis rates to be effective January 2010, The filing
seaks o $496 milion increase in revenues, premised upon 53% equity and on 11.5%
ROE. DUK is actually seeking a 12.3% ROE through the case, but hos established its
revenue request off of the 11.5% level, These omounts are based off o $9.854 billion rate
buse request.

DUK’s SaveAWatt program was approved via a rider mechanism, subject fo refund, in
North Carolina, The full issue, including amount of recoveries ond the future mechonisms,

will be handled through the recently filed rate cose.

DEC dlso expecls to file a rafe case in South Carclina sometime this summer, with rates

expected to be in effect by January 2010.

DEC filed a combined operating and constuction ficense {COL) with the NRC in December
2007 for two new AP 1000 nuclear reactors at the Williom States lee site in Cherokee
Couniy, South Carolina. Before construction {not expecied fo begin in earnest uniil at least
2012), DUK is seeking both a legislative cuicome in North Carolina that would allow for
better security around the recovery process, as well as a pariner in construction fo ease the
financial and risk burden of the project. These are the early siages of the process, and we
do not expect DUK will have a new plont built until closer to 2020,
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Duke Energy Ohio

In Ohio, Duke Energy has largely resolved the electric security plan [ESP) process ihat
reploced the previous rate-sefing system In Ohio when the Public Utiliies Commission of
Ohio {PUCO) issued its finding in December 2008. Pending final appeals to the Ohio
Supreme Court by the Ohio Consumers’ Counsel — which we do not expect will be
successful — the order allows a generation rate increase of 1.9%, 2%, and 1.2% in 20°09,
2010, ond 2011, respectively, and allows for recovery of environmeniat spending and
fuel costs, as well as provides DUK the o.pportunity fo formulate its Save-AWalt demand
response system for further study.

DUK also fited o diskibution rate increase in July 2008, which resulted in a setlement
between DUK and some pariies fo the matter that was filed on Morch 31, 2009 that
would result In o $55.3 million rote increase {versus an $86 million original request.} The
stipulation also allows DUK o begin a smalt weathedzalion and energy efficiency program
in Chio. The sefflement was approved by the PUCO on July 8, ond includes the $55.3
millicn increase referenced obove, based on a 10.63% ROE.

In Indiana, DUK is awaiting a ruling from the Indiana Utility Reguiatory Commission {IURC)
on its energy efficiency process. Seitlements have been reached with all infervenors except
the Citizens Action Codlition of Indiana. A wling from the IURC is expected in summer
2009,

DUK also continues progress toward building its Edwardsport Generating Station — o 630
MW IGCC in Indiana. The latest cost estimate of $2.35 billicn was approved by the
[URC in Jaruary 2009, along with approval for DUK 1o begin work on a carbon captuee
siudy.  Construction work on the IGCC hos begun, and the plont is expected lo be
complefed in 2012.

Edison International (EIX)

Southern California Edison {SCE) operates under o longterm cost of capital decision put in
place by the California Public Utiliies Commission [CPUC], and the current decision stands
until January 2011, A new cost of capital case would be expected to be filed in April
2010. The current mefrics allow for a 48% equity stuchure, and on 11.5% ROE. In
additien, the California utiliies are oble to adjust their costs based on moves in the relevant
Moody's bond index {the Baa index for SCE}. As has been noted severdl times since the
aling was made last year, ufilities are able to adjust their ROE by 50% of the move in the
benchmark if the benchmark moves by more than 100 bp. For SCE, the next adjusiment
petiod occurs in September.

SCE's last rafe case was decided in March 2009, with o new case not expected until fall
of 2010 for implementation in January 2012, Based on the results of both the cost of

capital and rale case proceedings, SCE's projections for rate base ond capex ore below.
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Figure 34: SoCal Edison Regulatory Projeclions
SCE Rate Base

(8 in millions)

2000E _ 2010E _ 2011E __ 2012E __ 2013E _
Base Case $14,500 $16,200 $18,100 $20,800 $23,000
Low Case $14,200 $15800 $17,200 $18,800 $20,500
“Source: éompan y presentafions. )
SCE Capex
($ in millions) :

2000E _ 2010E _ 2011E __ 2012E __ 2013E _
Base Case $3,400 $3,900 $4,200 $4,400 $4,300
Low Case $2,800 $3,200 $3,500 $3,700 $3,600

Source: Company presentations.

Cadlifornia has fairly progressive energy efficiency and conservation guidelines in place,
and has authorized an incentive stucture for the three-year periods from 2006-2008 and
2009-2011. This structure allows for o 9% incentive eoming on the value of energy
efficiency savings if SCE meels 85% of its goal, and 12% if it meets 100% cf its goal.
There are progress payments along the way, and the total awards or penalties for meeting
or falling short of the goals is capped at $200 million. SCE's goal for the 2006-2008
period wos a $1.2 billion savings to customers, which could result in o moximum $146
milion pretax payment fo the utility, The first progress payment, for the 2006-2007
period, was made In December 2008 in the amount of $25 million. SCE expects 1o
receive a $14 million-$26 million second progress payment through rates in 2010 [with
the decision expected in 4Q09.) While the rulemaking in this regulation is siill faidy fluid,
SCE does expect it will receive the full amount of any incentive eamnings for the 2006~
2008 period by the end of 2010, with the CPUC meking o decision in December 2009,

SCE has been approved to deploy about 5.3 millicn smart meters between 2008 and
2012 through its SmariConnect advanced melering program. The latest total project costs
are estimoted ot $1.7 billion, with $1.25 billion of that amount going into rate bose.
Censistent with the strengthening frend that we're seeing with demand response and
conservalion effors, SCE estimates thot this program may shave 1,000 MW of peak
demand from is system once fully implemented. Coupled with the 1,000 MW of foad
that SCE currently shaves through its existing programs, SCE aims 1o reduce up io about
10% of its peak foad through these demond response programs.

California law compels utilities to procure 20% of their electricity via renewable resources
by December 2010. SCE does not expect to be able to meet this standard, despite being
able fo take advantage of builtin flexibility in the methodology that includes rolling over of
any past surpluses ond the presumption of current renewable energy deliveries that it may
roll forward into the cument period.  There is @ maximum $25 miflion penally that the
CPUC may assess in the course of reviewing the annuol compliance filings thot SCE and its
peer uliliies are required to make. It is unclear at this point how this situotion will develop,
but SCE dossn't believe it will be made to pay a penalty for its 2008 procutement,
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In midMay, SCE stated that it would nof seek fo build the Adzona porticn of the Devers-
Palo Verde 2 {DPY2} line that has been proposed for the last few years. The matter would
have required a refiling of the application with the Ardzona commission, and in our view
success seemed unlikely. SCE will continue fo build the California portion of the line that
runs from Palm Springs to Blythe, CA. The Arizona portion of the line was expected to cost
$304 million, with the Colifornia portion estimated at $723 millicn. The Califernia piece
should be completed by 201 3.

Entergy Corporation (ETR)

ETR is in the midst of a proposed spinoff of its nucleor business, which has been named
Enexus Energy. They oblained NRC approval last summer, and that approval expires on
July 28, 2009. Enexus will likely seek on extension of the approval at that point, and we
do not anticipate any problems. The spin wos also approved by the FERC in June 2008,
and that approval remains in effect for a reasonable amount of fime. The spin hos been
hampered by pending regulatory approvals from Vermont and New York states, as well as
a tight credit market thot would wecken part of the invesiment case for the spin.

In Vermont, there are two ltems pending: approval for a reficensing of the Vermont Yankee
[V} nuclear plant, as well as opproval for the license transfer that would authorize the spin.
The VY license expires in March 2012, and the Vermont Public Sevice Board [PSB) and
the Vermont legistature have roles to play in any relicensing decision. The legislohure will
have to grant authorization 1o the PSB to consider the extension, ond then the PSB may
decide the situation on ifs merits. At this point, the legistature has nol granted the PSB thai
authority.  The legislature has been unfavorable foward VY in the recent past, seeking to
require ETR to fully fund its future decommission licbilities at the present fime — only to have
that bill vetoed by the govermor. Further, there is a material antirnuclear almosphere in
Vermont that creales an air of uncertainty.  Ulimately, we believe the plant will be
reflicensed, provided ETR is willing fo replace the current power purchose agreement (PPA)
fhot expites af the end of the current license period, with @ new one that wns along with
the extended life of the plont. The license kansfer step that is required for Enexus fo take
ownership of the plant is owailing o final determination, with all necessary steps having
been completed for months, Again, we believe if an agreement can be reached
regarding a future PPA, the rest of the process will unfold favorably.

In New York, the parfies involved in the spimoff matter have been in various stages of
seflement discussions since December 2008, with no resolution having been reached yet.
The stole Public Service Commission [NYPSC] process had its lost milestone in Oclober
2008, when the Alls hearing the mailter ruled that on adequote record fo reach a decision
had been reached. If there is no setilement, the Alls will submit a recommendadtion 1o the
NYPSC, which could then rule ot its discretion.

Entergy Arkansas (EAI)

The 2008 storm cost recovery efforts were begun in January 2009, while early 2009
storms led 1o further costs incurred at EAI estimated at $120 million-$140 milion. The
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Adkansos Public Service Commission {APSC) has allowed FAl to defer 2008 storm costs
and fo seek recovery via the storm damage rider. Given the unfavorable resulls of the
20062007 rate case in Arkonsqs, where EAl requested a $106.5 million increase, and
was instead granted a $5.1 million rale reduction, the sform recovery process that is
currently ongoing should serve as a decent barometer of the relolionship between the
APSC and EA.

EAl has also sought APSC approval to spend $631 million on environmental upgrades at
its Whits Bluff coal plant. In order to comply with stafe and fedezal regulations by 2013,
EAl is hoping fo begin construction by 4Q09. EAl is asking for an APSC niling by
September 25, 2009.

Entergy Texas {ETI}

The Public Utilities Commission of Texas {PUCT} recently opproved a unanimous sefflement
on Morch 11 that would increase base rales by $46.7 million, and which stipulated a
10% ROE as reasonable {the seflement was black box, and thus mede no specific meniion
of an allowed ROE.) The rates were effective as of January 28, 2009. Separately, ETI
had been seeking pesmission 1o either remain in the SERC region, or jein ERCOT, as part
of its Iransition to compeliion plan. The Texas legislature, before adjourning on June 1,
passed SB 1492, which pertained to ETl's membership in qualified power regions, and ifs
fransition to competition. This effectively forecloses a fransifion to competifion for the nexi
four years, and authorizes ETl to withdraw its current filings before the PUCT 1o that effect.

Also, ETl filed for $577.5 million of storm costs, and made its filing before the PUCT on
April 21, Consistent with state law, the PUCT has 150 days to rule on the amount of
recovery and on securifizction. Recent staff recommendations would allow all but $3
million of this amount. A seflement conference is slated for July 27, with o hearing to be
held on August 3.

Entergy Gulf States Louisiana {EGSL)

EGSL is esfimating that i incurred between $240 million—$255 million in storm costs
associated with Hurricanes»lke and Gustav.  Current legislation in Louisiana ofiows for
securitizafion of storm costs, and EGSL should be making o filing scon. In addition, the
commission stoff's review is ongoing for EGSL's formula rote plon {FRP} fling tolaling $26.8

million for revenue increases and capacily costs.

Entergy Louisiana {ELL)

ELL had been in the process of repowering its Lile Gypsy plant under o duakfuel [pet coke
and coal) process using o circulating fluidized bed technology, until the recent drop in
natural gas price, coupled with economic downturn, called into guestion the necrterm
economics of the $1.76 billion project. Following an eadier ruling from the louisiona
Public Service Commission {{PSC], ELL recommended a longerm suspension of longer than
three years for the project. In late April, the IPSC agreed, while awailing the next fiing
from ELL/EGSL which is due by Jure 20, regarding future claims and next steps regarding
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recovery. We think the process bears watching because ELL should, in our view, be able
fo recover invesiments dlready made in the project, despite the recent longerm
postponement. In fact, this cose serves as something of o test case for stote commissions’
willingness to repay ufiliiies for approved investments that have been subsequently

cancelled or delayed.

ElL is also in the middle of a storm cost recovery proceeding, following damags incurred
by Huricanes lke and Guslov. The company estimates storm damages of about
$390million-$405 million, and expects to begin a recovery filing shorily. As noted above
with respeci fo EGSL, existing law in Louisiana olready permifs securilization of storm costs.

Firally, test year 2006 and 2007 FRP filings are still under review by the IPSC, with a final
ruling in the 2006 fest year issues expected later this summer.

Current allowed ROEs for each of ETR's regulated subsidiaries are below:

Figure 35: Entergy Allowed ROEs by Subsidiary

2008 Actual
Company Authorized ROE ROE
EA| 9.90% 3.4%
EGSL 9.8%-11.4% 10.9%
ELL 8.45% - 11.05% 9.8%
EM 9.46% - 12.24% 8.9%
ENO 11.1% (electric) 18.5%
10.75% {gas)
ETi 10.00% 6.4%

Source: Camnpany filings, Bardays Capilal estinates,

Exelon éorporufion {EXC)
PECO

The rate cap fransition period ends for EXC's PECO and ExGen subsidiaries on December
31, 2010, PECO filed a delault service program and rate mifigation plan (DSP} in
September 2008, ond the Pennsylvania legisloure passed Act 129 in Oclober 2008. Act
129 presciibes a 15 year fransifion lo smart meters, os well as requiring an energy
efficiency ond conservation [EE) plan be filed by July 1, 2009. The EE plan requires a 1%
reduction in the expected June 2009 — May 2010 load by May 2011, and 3% reduction
by May 2013, The Act specifies that costs associated with the FE plan not exceed 2% of
2006 revenues [which were about $5.2 billion for PECO). A plan for implementing smart
meter rollout must be filed with the PA Public Utility Commission [PAPUC) by August 14,
2009,

Mindful of requirements found in Act 129, the PAPUC approved a setflement with PECO
on Aprl 16, 2009, that allowed for @ 29-menth term beginning January 1, 2011, and
ending May 31, 2013. Under the agreement, PECO will participate in nine procurement
processes between June 2009 and May 2013, with o variety of shor- and longterm
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contracts.  The setlement also olfows for ceroin customers to phase in rates.  Finally, the
setlement cllows for residenticl and small consumer classes of customers fo pre-pay their
expected rale increases through 2010, accruing inleresi at 6%, and then having them
applied fo their bills in 2011 and 2012. The first RFP process has been held already, with
a result for the 17- and 29-month products of $100-$102/MWh, which we believe
equates to about $88/MWh 1o the winning generation bidders when subracting items
such as line losses and PA gross receipts faxes. The remaining auction schedule, clong

with products up for bid at each auction, is shown in Figure 36.

Figure 36: Exelon PECO Procurement Schedule

e RVent Todua(s idsiDue 2 PAPUIG Pec]Elon
Fall 2009 Ful Req“‘;':;’;ts &Black 9/21/2009 9/23/2009
sping2010 Ul Req”'l'zirgfg';‘s & Block 512412010 5/26/2010
Fall 2010 Ful Req“';r;‘;’;ts & Block 9/20/2010 0/22/2010
Spring 2011 Block Energy Only 572312011 5/25/2011
Fall 2011 Ful Req”‘éi’:%’;ts & Block 911912011 9/21/2011
Spring 2012 Block Energy Only 411612012 411812012
Winter 2012 Fulf Requirements Only 111812012 12012012
Fall 2012 Block Energy Only 917/2012 911912012

Sourca: NERA Economic Consulling, www. pecoprocurement.com.

PECO operates under an electric rate freeze unfil 2011, ond we don't anticipate a
distribution rate filing there until the posk2010 issues have been clarified.

ComEd

ComEd has a formula rote filing before the FERC to true up ifs fransmission costs; in that

filing they requested o $16 million reduction in rates.

Regording an electric distibution case, which ComEd would iypically be on schedule to
file later this year, the company plans to defer thot filing while it cbserves whot kind of
financiol position it is in following the anncunced O8M and capex cuts # made earier this
year. A fifing is possible in early 2010, but ncthing is planned at this point. ComEd
eamed a 3.3% ROE, according to company filings and our estimates, in 2008. The
company was dfowed o 10.3% ROE in its lust rate case in llinois, which wos aworded in
September 2008,

FirstEnergy (FE)

We look for FE to file o market tate option IMRO) in Ohio In 4Q09. This would cover the
June 201 1-May 2013 power procurement for the ufilities. We look for the company to
propose fwo fo three auclions this time to layerin pricing as opposed fo the single auction
for June 2009-May 2011. The process can last 275 days and would conclude in
4Q10.
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FPL Group Inc. (FPL)
Florido Power & Light [FP&L)

FP&L filed a rale case in mid March, seeking $1.25 billion over 2010 and 2011. The
case requesfs a $1 billion increose in rates for 2010, with an additional $250 million in
2011. These amounis are premised upon a 2010 lest year, and a 55.8% equity siructure
ond 12.5% ROE. It is worth noting that FPL also requested a reduction in its fuel costs for
2010 that would result in a drop of about $2 billion in expense fo ratepayers — more than
offsetting $ 1 billion of increase that's been requested for 2010. The rate case should have
rounds of testimony and rebuttal testimony in through August, with hearings scheduled for
August 24-28 and September 2-4. A staff recommendation is expected In late Cclober,
and a commission vole is expecled in November, with rates o be effective for January
2010.

FP&L is also asking for a $150 million storm reserve accrual, which it hopes to build to a
$650 million level over time, The company is seeking a confinuation of its generation
base rofe adjusiment (GBRA] mechanism to reflect the expecied addition of the West
Counly #3 unit in mid-2011.

NexiEra Energy Resources

There are a couple of regulatory or legislative developments that are relevant for the
NexiEra piece of the business. In Texas, NexiEra has been approved 1o build a 250 mile
345 &V wansmission line as parf of the CREZ tronsmission buildout in the state. The project
is expected to cost $600 million, and tepresents FPL's first regulated fransmission buitd
outside of Florida [through a new unit called lene Star, LLC, which is a subsidiary of FPL
Group Capitall. lone Star needs 1o file for its Cerlificate of Convenience and Necessity in
Texos; hearings are expected In 1Q10, with a final nling likely later that year,
Construction is slafed for 2071,

As hos been noled numerous fimes lately, FPL and its peers in renewable energy
development look fo be beneficiaries of the renewable fitfes in the American Recovery and
Reinvestment Act of 2009 [aka the stimulus billl. The bill would allow wind generation
access to the invesiment tax credit {ITC) that's helped solar energy shave 30% off the
capital costs of a project, provided a company has the fox capacity 1o enjoy it {otherwise
the benefit is deferred unfil it can be used). It would also create an TCHike gront that
would offer a check from the goverament for 30% of capital costs, payable obout 60 days
after the unit goes into service, regardless of tax appefite. The rules for parceling out these
benefits are expected to be codified by fuly, and bear watching for onyone inferested in
renewable energy development.

Great Plains Energy (GXP)

On September 5, 2008, GXP filed rate cases for each of ifs subsidiaries in afl jurisdictions
{Kansas City Power ond light in both Missouri and Kansas, and Greater Missouri
Operations in Missouril. The coses have not been carried out without surprises. On the
positive side, the Kansas slaff come out with a ROE welf ahead of expectations for KCP&L,
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but the fower equily 1o tolal cap ratio that wos suggested more than cutweighs the increase
in allowed ROE. In Missouri, the staff recommendations were, os expecled, very negalive,
but the settlements that were announced were definitely positive surprises, in terms of how
close to the agreed upon amount was to the original osk ond the foct that selifements were
agreed upon in the first ploce. The fact that is worth noling, is GXP's increosed revanue
requests in September 2008 were premised upon an offsystem sales margin bosed con a
gas deck and power prices that are 20%-30% below cutrent levels. Due o regulotory rules
that forbid an increose in o company’s ask beyond the original request, it is likely that GXP
will be subjected to material regulafery fag unfif the next set of rate cases are filed and the
company is trued up o a power environment that more accurotely reflects the current

situation.

While the settlements were definitely steps in the right direction, they are partially offset by
delays associoted with bringing latan 1 back inservice, causing GXP to ask for one month
extensions of their ineup deadlines in both Missouri ond Kansas, and effectively knocking
back the expecied dotes for their final orders and delaying the associoted rate relief
benefits. In conjunction with the revised procedural schedules, GXP issued releases fo the
financial community with the expected eamings impacts. Management stofed that Kansas
would be a $0.07 EPS hit in 2009 {but they expected this entire amount would be offset
by additional cost culs} and Missouri's delay would be a $0.10 EPS hit.

Figure 37: GXP Rate Case Summary

Company Request Staff Recommendations  Seftlement Details
($ in Milllons) {$ in Millions)
v
Rate Case ROE
GMO - MPS 10.75% 53.82% | $4 51.03%
GMO-L&P 10.76% 53.82% [}42 51.03%
GMO - Steam | 10.75% 53.82% 51.03%
KCPL - MO [ 10.75% 53.82% 50.65%
KCPL -KS 10.75% 55.39% | 50.76%

Motes: Amounts and ROE range for MO based uilties[s based upon mid-polnt of Slaff's Recommendation

Source: Company filings and presentations.

The seflemnents that were announced in Missouri defied what has been the status quo for
GXP ond the Missouri regulators. The terms were a modest concession on GXP's pon
frelative fo the original ask) in both coses. For KCPL, the company’s inifial ask was for
$101.5 million, and the selement was for $95 million {$10 million of which will be
treoted as additional amortization), while GMO originally asked for $83.1 miltion and got
$63 million in the setlement. While the selffements are stil wailing approval, it is our view
that the commission is likely to accept the agreements. The facl that GXP was able o seitle
atall in MO is a step in the right direction and bodes well for the upcoming round of cases
fo be filed in 2010.

While the three main cases in Missouri KCP&IMO and MPS/L8P's [GMO)), announced
seflements in April and May, respectively, KCP&L KS announced their seflement on June
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18 2009. As hos alieady been arficulated, a sefflement is almost always considered 1o be
a more desirable cutcome when locked ot relative to the fully litigated alternctive, making
GXP's handling of their regulatory situctions in Misscuri and Kansos that much more
imporfont and impressive. However, these regulatory successes are partially offsel by
lapses on the execulion side, as was shown by the delays in geffing lolon 1 fo mest the
commission’s standard to be included In rate base. As a result, the rate case process for
the outstanding cases was delayed about o month. Rates from the seftlement are expected
to be effective on September 11, 2009 in Missouri and on August 1 2009 in Kansos.

Shortly after implementation in these cases, we expect KCP&L Kansos 1o file their final rate
caso {that wos set cut by the Comprehensive Energy Plan) during 4Q09, with filings
expecled for the Missouri subsidiaries during the early portion of 2010, This next sef of rate
cases is of parficular imporionce due to lofan 2 flowing into sate base [assuming that
construction remoins on schedule and the plant is placed inservice during the summer of
2010 as expected). In addition, this next round of coses promises to be filled with some
tough Issues around cost overuns associated with fatan 2, ond improper spending around
lafan 1's environmental refrofits (o component of the recently filed setifoments stated that
during the next found of rate cases, up to $30 million of KCP&I-MO's rate base $15
millon of GMO's can be chollenged and disallowed if deemed imprudent by the
commission}. Final orders and effective rales for the next round of rate coses are expecied,
in our view, during 3Q/4Q for Kansas and in the beginning of 2011 in Missouri. We
expect staff testimony for the more imporant Missouri rote cases {about 70% of the
company's rate base) sometime during the summer 1o earlyfall time period. A staff decision
typically signals the trough valuation for a regulated utility, and it is of this time {pending
valuation] that we would be most compelled to fook ai becoming more aggressive on GXP.

Hawaiian Electric Industries (HE)

HE subsidiary, Howaiion Efectiic Company {HECO), filed a general rate cose on July 3,
2008, requesting a $97 million or 5.2% eleckic rate increase based on an 11.25% refurn
on equity {54.3% of capiful} on a rate bose valued ot $1.4 billion for @ 2009 calendar
fest yeor. ({This requested increase was in addition to an inferim increase that was
authorized by the Howaii Public Ulilities Commission on Oclober 22, 2007 in the
company’s 2007 teskyear elechiic rate case proceeding awaiting o final PUC decision for
which there is not statutory deadline. The interim increase in the 20071estyear case was
revised on May 1, 2008, 1o $77.9 million from an initially authorized $70 million.)

In the 2009 testyear procesding, HECO requested that $73.1 million of the increase be
implemented on an interim basls “as socon as “practicable” and the remaining $23.9
million be implemented upon the commercial operation of the compony’s Campbell
Indusiial Park [CIP) generating facility {for which the expected inservice date wos August
2009 at the fime of filing). In addition fo the cosls of the CIP facility, HECO indicated thot
the proposed rate increase reflected capital investment needed to maintain ord improve
system reliability, ond higher operation and maintenance and depreciation expenses.
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In April 2009, the consumer Advocate filed testimony, recommending a $62.7 million or
3.4% permanent increase, bosed on a 9.5% 1o 10.5% ROE on a rale base valved of
$1.259 billion that included the CIP facility.

Cn May 15, 2009 HECO, the Consumer Advocale, and the Deporment of Defense (but
excluding Commission Staff} filed a setfement in the pending 2009 test year eleciric rafe
case, calling for HECO to be authorized a $79.8 million [6.2% ) interim rate increcse,
premised on a 10.5% ROE on an average role base valved ot $1.253 billion. The
sefilement agreement represenied o negoliated compromise of the porlies’ respective
positions ond wos approximately 18% lower than HECO's original request of a $97
million increase in revenues. Under the terms of the setlement, HECO would have been
permitted to establish o revenve bolancing aecount [decoupling mechanism} that would
have dllowed the company fo adjust revenues for the differences between acfual and
authorized revenues. The setilement also reftected inclusicn of the company's CIP facilify in
rates, for which HECO had originally proposed fo reflect in a secondstep increase. The
remaining issues among the parties impacting the amount of the increase for the
proceeding relaled fo the appropriate fest year expense amount for informational
advertising, and the appropriate return on common equily for the test year. This seflement
also excluded the requested revenue adjusiment mechanism or racker for operations and
mainlenance expense and capital expenditures, that was also proposed by HECO, to
minimize regulatory recovery lag. This request is now part of a seporate docket, which will
be considered at a later dote.

On July 2, 2009 The Howaii Public Utllifies Commission issued an order partially
approving and parially rejecting the aforementioned setlement agreement on interim rafes.
As a result of the PUC's modificalion to the setflement, HECO expects that the interim
increase uliimotely authorized will be $61.1M. The PUC's order requires HECO to
exclude from rate base any costs ussociated with the Campbell Industicl Pork facility. The
sefflement had reflected inclusion of the CIP facility in rales, whereas the company had
originally proposed fo reflect the facility in rotes in o send-step increase. The order also
excluded the costs associated with the stipulated employee incentive wage increases, and
requires the update of cerloin transmission and distribution and maintenance costs to reflect
current commodity prices.  The order further excludes ceroin stipulated cost items
associated with the Hawaii Clean Energy Initicfive from bose rales, because these
initiafives are sfill the subject of pending PUC proceedings and have not yet been
approved. :

tn addition, the PUC rejected the terms of the agreement calling for HECO to implement a
decoupling mechenism which would have allowed the company to adjust revenues for the
differences between aciual and authorized revenues through the esioblishment of a revenue
balancing account. In its decision to deny the implementation of such o mechanism, the
PUC stated thot it was considering the issve of decoupling in the conlext of a separote
proceeding, and that “it has not yet determined that a sales decoupling mechanism and the
estoblishment of HECO's proposed revenue balancing account are just and reasonable”.
The PUC opined that the “parlies disregurded the Commission’s directive” as it had
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explicily advised the Padies to not include ony mechanisms or expenses related to
programs or applications that hove not been approved by the commission, such os
decoupling, the renewable energy initiotives progrom and advanced meter reading. The
Commission added that such programs are in the sorly states of the regulatory approval
process, and that the PUC “cannol reasonably defermine that the programs will be
implemented during the fest year.”

The Consumer Advocate and the Department of Defense had the opportunity 1o file
comments on HECO's colculated interim increase amount within five days. The inferim
decision will be implemented affer the PUC issues a decision on HECO's calculations. [f
the amounis collected pursuant to on interim decision exceed the amount of the increase
vltimately approved in the final D&O, then the excess would have to be refunded to

HECO's customers, with interest.

The procedural schedule for the remainder of the cose includes testimony responding to
HECO's revised fifings as a result of the PUC’s niling are 1o be filed by July 20, and
hearings on the unresolved issues scheduled to begin on August 10. There is no statutory
time limit within which the PUC must issue a decision regording permanent rates.

Maui Electric Company, Inc. [MECQ)

On March 20, 2009, MECQ filed o Notice of Intent to file on application for a general
rate increase on of after Moy 29, 2009 |but before june 30, 2009} and a motion
requesting PUC approvel 1o use a 2009 calendar year test period for the upcoming rate
case. The filing of this general rate increase application in accordance with the Energy
Agreement, under which the parties agreed that MECO would file a 2009 test year rate
case fo implement a decoupling mechanism.  On Aprit 27, 2009, the PUC issved an
order denying MECO's molion ond stating that MECO may elect to fife ifs rate case
application with either a split 2009/2010 test period or a 2010 calendar fest period,
pursyant 1o the PUC’s rules. Under the rules, MECO {and HELCO, discussed balow) would
be allowed 1o file rate cases with 2010 test years on or after July 1, 2009.

Hawaiian Eleciric Light Company, Inc. (HELCO)

In order to implement the decoupling mechanism commitied to by the parties in the Energy
Agreement, the porlies agreed that HELCO would file a 2009 test yeor rate case. In light
of recent PUC action denying MECO's motion for approval fo use a 2009 lest year [see
MECO discussion above), HELCO is evaluating the fiming of ils rafe case filing.

Decoupling Proceeding

In the Energy Agreement (described below}, the parfies agreed fo seek opproval from the
PUC to implement, beginning with the 2009 HECO rate case inferim decision, a
decoupling mechanism, similar to that in place for several California utilities, which
decouples revenue of the ufifities from kWh sales, and provides revenue adjustments
{increases/decreases) for the differences (shoroges/overages] between the amcunt
defermined in the lust rate cose ondla} the current cost of operating the utifity as deemed
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reasonable and approved by the PUC, (b} the return on and return of ongoing capital
investment [excluding projects included in @ proposed new Clean Energy Infrosiructure
Surchorge}, and fe} chonges In lax expense due to changes in State or Federal tax rotes.
The decoupling mechanism would be subject to review at any time by the PUC or upon
request of the ulility or Consumer Advocate. On October 24, 2008, the PUC opened an
Investigative proceeding to examine implementing a decoupling mechanism for the utilifies.
In addition o the yiiliies and the Consumer Advocate, there are five other parties in the
proceeding. On March 30, 2009, the uiilities and the Consumer Advocate filed their joint
proposal and initial statement of position and the other parties filed their initial siatements of
position,  The ufilities’ and Consumer Advocote's joint proposal is for o decoupling
mechanism with two components: 1} a sales decoupling component via a revenue
balancing account and o revenve escalation component via a revenus adjusiment
mechanism ond 2} an earings shoring mechanism. Final position statements of the parties
were submitted in May 2009. The Commission noted in its July 2, 2009 order that the
sales decoupling mechanism and estoblishment of the proposed RBA are in the eary stages
of the regulatory approval process, and that it connot reasonably determine that the

program will be implemented during the fest year.

Howaii Clean Energy Initiotive

In Junuory 2008, the Slate of Howall and the U.S. Depontment of Energy [DOE} signed a
memorandum of understanding establishing the Hawaii Clean Energy Initiative {HCEI). The
stated purpose of the HCE! is o establish o longHerm partnership between the State and the
DOE that will result in o fundamental and sustained transformation in the way in which
energy resouices are planned and used in the Stale. HECO has been working with the
State, the DOE and cther stakeholders to dlign the ulility's energy plans with the Stote’s
plans. On Oclober 20, 2008, the Governor of the State of Hawaii, The State of Hawaii
Department of Business, Fconomic Development and Tourism, the Division of Consumer
" Advocacy of the State of Hawaii Department of Commerce ond Consumer Affairs, and
HECO, [on behalf of itself and its subsidiaries, HELCO and MECO) signed an Energy
Agreement setting forth gools and objectives under with HCEl and the related commitments
of the parlies. The Energy Agreement provides that the porties pursue o wide range of
actions with the purpose of decreasing Hawaii's dependence on impored fossil fuels
through substantial increases in the use of renewable energy and implementotion of new
programs infended 1o secure greater energy efficiency and conservation. Many of the
actions and programs included in the Energy Agreement will require approval of the PUC
in proceedings that will need to be initiated by the PUC or the utilities.

On June 25, Gov. linda lingle signed into law House Bill 1464, which, among other
inifiafives, increases the renewable porffolio standard targets for uiliies operating in the
state.  Renewables now must comprise 25% of each utility's resource porffclio by
December 31, 2020, and 40% by December 31, 2030. Previcusly, the low had
required that renewables comprise 10% of each ulility’s resource porfolio by December
31, 2010, 15% by December 31, 2015, and 20% by December 31, 2020. H.B.
1464 wequirtes that up to 50% of the RPS lorgets may be met by renewable energy
displacement technologies such os solor water heating, or energy efficiency ond
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conservafion programs.  Under the new law, renewable displacement technologies ond
energy efficiency and conservation programs would count towords mesting the RPS through
December 31, 2014; however, beginning January 1, 2015, the law establishes that these
means would no longer count loward meeting the RPS targets. Importantly, the law allows
the Hawaii Public Ulilites Commission the cuthority o revise the RPS. H.B. 1464 ko
estoblishes energy efficiency portfolio standards, mandating that ufilities achieve 4,300
GWH of eleciricity usage reductions by 2030, with additicnal interim goals to be
established by the PUC. The law stafes that, beginning in 2015, energy usage reductions
brought about by renewable energy displacement technologies will count towards mesting
the efficiency standards. The bill requires that the commission establish incentives and
penaiies for meeting such standards and grants the PUC the outhority to adjust the

standords.

NiScurce(Ni)

Gas Distribution Cases

N, due to its conglomerate status, is consistently involved in the rate case process In at
least one of their jurisdictions. While some of these {in paicular, Boy State Gos in
Massachusetts} have some imporance from an earnings standpoint [if full ask of $34.6
million is received, 2010 EPS could have as much as $0.04-$0.05 of upside], many
{Columbia Gas of Kentucky} are not of particular significance due fo the minimal pofential
positive upside [entire increase that NI is asking for is about $11.6 million}. Final orders
are expected in Bay State’s and Columbia Gus of Kentucky in November 2009 and
March 2010, respectively. In addition fo these two oulstanding cases, NI's Columbia Gas
of Pennsylvania subsidiary could file during 4Q09 or 1Q10.

NIPSCO

Ni's regulatory story is dominated by the NIPSCO electric subsidiary and their outstanding
rale case that was inifiated August 29, 2008. The cose fakes on paricular significance
due to NIPSCO's absence from the regulatory process for over 20 years. Furthermore,
NIPSCO historicolly has overearned their ollowed ROE, ond this, when coupled with a
service ferritory thot has substantial industrial {and steel in padticular) exposure, makes for a
controversial proceeding. Asking for a rate Increase during a profoundly deep recession
atways mokes a rate case more challenging.

NIPSCO is asking for a onetime increase of $85.7 million [revised down from o $105
million total increase that was to be carried out in two steps) premised upon a 49.9%
equily to tolol capital stucture and a 12.0% ROE. Net surprisingly, the testimony and
recommendations made thus far by the infervenors hos been very negative, with the Indiana
Office of the Uiility Consumer Counselor recommending a revenue reduction of $135
million, predicated upen a 10% ROE and a 39.2% equily fo foal cap structure. We don’t
believe that o result of this magnitude is likely, however the prudent approach, in cur view
and what we have currently reflected in our estimates, is o flof result for the rofe case.
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Hearings and addifional testimony picked back up recently, with the company's rebuttal
festimony on June 26 while additional hearings are planned for July 27, 2009. A final
decision and effective rates are expected during late 2009, but more likely early 2010,

Northeast Utilities (NU)

Northeast Utilities is composed of four main subsidiories, three of which are divided across
business lines for transmission and dishibution/generation.  These are Weslern
Massachusetts Electric Company (WMECQ), Public Service Company of New Hampshire
{PSNH], and Connecticut light & Power [CI&P}). The fourh subsidiary is a gas utility
company in CT, Yankee Gos {Yankee]. Each eleckic subsidiary is reguiated at the state
level for its distribution or generotion {INH only) and at the federal level by the Federal
Energy Regulatory Commission [FERC} for its ronsmission assets.  Transmission is filed on a
project by project Incentive basis at the FERC. We do net expect any regulatory rate
filings ot Yankee Gas provided the stong growth from the expansion plans at that

subsidiary confinues.

Transmission

Under the FERC NU's tronsmission assefs at the three relevont subsidiaries are allowad o
12.89% refurn on equily on the New England East West South Projects NEEWS) and a
13.10% return on equity on ofher transmission which qualifies for the incentives under the
FERC rote structure. The 13.10% ROE is composed of a 10.40% base ROE, to which is
added the following:

B A 74 bp increment which began on 10/31/06 for higher bond yields;

W A 50 bp incentive for regional ransmission orgonization [RTO) membership;

B A 46 bp technology adder if approved for underground pertions, efc.; and

B A 100 bp adder for projects enfering service post 2004 but prior to 1/1/09.

The 46 bp adder is determined on a project by project basis, and the 100 bp adder post
1/1/09 will also be reviewed by the FERC on o project specific level. We believe the
vast majority of NU's fransmission projects will qualify for the 100 bp adder while the 46
bp technology adder will be more project dependent.

The FERC has oullined what it sees as criterio, some of which o project must meet for
consideration of incentives. The project must be: nonoutine, reduce congestion or ensure
teliability, large in size, require significont finoncing, be mulfistate, be multipool, be mulii-

company, and/or be technologically advanced.

Non-Transmission

A breakdown of current regulation and expecied rate filings by subsidiary is provided in
Figure 38.
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Figure 38: Summary of NU Regulation by Subsidiary

Subsidiary | Allowed Expected Adjustment Mechanisms/Trackers
ROE Distribution Rate
Fillng
Fuel & Electric Stranded/ Pension
Purchased | Transmission | Transition Tracker
Power Cosls Costs
CL&P 9.40% Late ‘08/Early '10 X X X
PSNH Dist. | 9.67% Filing Made Spring X X X
'09
WMECO 8% - Mid - 2010 X X X X
12%
Yankee 10.10% No Plans X n/a nfa
Gas

Seurce: Company Preseniations

PSNH

On Apiit 17, 2009 PSNH filed o temporary rate increase request with the Public Service
Commission of New Hompshire {INH PSCL  The generation side of the business is
reguloted ot the state level with kackers and a set ROE somewhat similady to federal
fransmission regulation. The temporory increase requested $36.4 million in annualized
reventes lo be effective on August 1, 2009. Subsequently, the company filed o notice of
intent with the commission staling that they would file a new rate schedule on or before July
1, 2009 that would consfitute @ $51 million rate increase. The company would request
rates effective as of August 1, 2009 and as is typical in New Hompshire the rate increase
would be suspended by the commission pending a full generat rate case review. This ful
GRC review would be expecied 1o last obout o year. The rale case metrics attached to
sither requested Increase were not made public as of this writing; however, according to
earlier projections by the compony, we would expect the yearend average rote base to be
about $774 million for diskibution ossets and about $389 million for generation assefs.
The NH PSC could grant both the temporary increase and a further increase, dependent
upon the result of the full GRC review, or they could deny the temporary Increase and
merely adjudicate the flll GRC. The company currenlly is regulated under a decision
rendered by the commission on May 25, 2007 which dllowed a $50.1 million rate
increase (+4%), which wos premised upon a yearend 2005 average rate base of about
$668 million, a 47.66% equity ratio, and a 9.67% return on equity,

CL&P

The company haos stated publicly that given current economic conditions that the
anticipated role case filing in CT would be delayed from midyear 2009 to late year
2009 or early in 2010. We do have concemns around regulation in CT given the recent
decision for o seporate company, United llluminating, in thol state.  To briefly review that
cose, in November 2008, United lluminating requested a $52.4 million revenue increase
premised upon a rate bose of about $511 million, a 10.75% return on equity and a 50%
equity raio.  In Febuary 2009, the CT Department of Public Utiliy Control [DPUC)
approved a rate increose of $6.1 million, premised upon a rate bose of about $499
million, and equity ralio of 50% ond o relun on equity of 8.75%. Affer the rate order
United Mluminating announced plans fo cut copital expenditures by $50 million after which
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the CPUC and the CT Atlorney General Richard Blumenthol become concerned over how
ihis cut would impact reliability. The Atiorney General filed a pefition on May 18 with the
DPUC asking the commission to review, whether United llluminating viololed the order by
reducing O8M expenses. United llluminating then filed o pefition with the DPUC saying
the Aftorney General's request was without facual suppert, ond that the brief period of
reduced expendiiures would not impact refiability. The DPUC has stated that it wants to

monitor capital and operaling expenditure levels geing forward.

In our view, the United llluminating situation remains worth watching going forward and the
8.75% return on equily is a concern. if the economy recovers by early 2010 with CL&P is
expected o file a befter outcome may be in store in thaf rate case given less political
pressure af that time. Based upon the company’s projections os of this writing CL&P's rafe

base ot the end of 2009 will be $2.351 hillion and ot the end of 2010 will be $2.557

billion.

WMECO

We anficipate that WMECO will file a rafe case in mid-2010, the projected rale base at
the end of 2009 is expected to be $410 million and o the end of 2010 $434 million.
WMECO currenfly operates under an allowed ROE range of 8%-12% with tracked

expenses as outlined above.

NSTAR (NST)

A sevenyear rate sefflement was approved by the Massachusetts Deparfment of Public
Utilities {DPU} on 12/30/05. The setlement includes annual inflotion-adjusted distribution
rate increases that began on Janvary 1, 2007 and continue through 2012.  These
increases are generally offset by an equal and corresponding reduction in tronsition rates.
The current rate plan incorporates a deferral mechanism for fransition costs that are
expected fo be recovered over the 2010-2013 timeframe. The amount could approach
$250 million in 2010. A 10.88% carrying charge is earned on the average balance. A
50%/50% eamings sharing mechanism is Wggered if NSTAR Elechic’s ROE excesds
12.5% or falls below 8.5%. NSTAR Electic can infliote o rale proceeding if the ROE falls
below 7.5%.

The Green Communities Act was enacted on July 2, 2008 by the Massachuselis Legislature
and the DPU issved iis Decoupling order on July 16, 2008. The acl covers solor
installations, encourages longterm renewable energy contracts, requires implementotion of
a smar giid pilot program, establishes a Renewable Porfolio Standards (RPS} geal for the
state of 15% by the year 2020, and requires the pursuit of all costeffeciive energy
efficiencies. The DPU's plan is fo phase in a decoupling model between now ond 2012,
Utilities that are operafing under a rate agreement can continue to do so, but for dll
incremental energy efficiency spending, INST will be able fo recover any lost base revenues
and eam performance incentives on thot spending. NST filed o plan with the DPU for
2009 in December 2008 and has since filed a three year plan.
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Transmission Initiatives Update

NSF's base transmission ROE is sef at 11.64% with the opportunity to eam an additionol
100 bp on new constiuction projects. INST's approximate fransmission rate bose is $750
millien. The company completed @ second and final phose of @ major underground
transmission project in 2008, at o folal cost of about $300 million. NST expects 2009
fransmission expenditures 1o be about $100 million.

On May 21, 2009, NST and Norheast Utilities {NU} arnounced that the FERC ruled
favorably on the propesed struciure of a transmission arrangement that interconnects New
‘England with the Canadian province of Quebec. FERC approved the paricipantfunded
hransmission line between New England and Quebec, and the assignment of firm
tansmission rights to HydroQuebec [HQ} to encble HMQ to deliver lowcarbon
hydroeleckic power info New England, The new tie line will use high voltage direct
current {HVYDC) technolegy to connect HQ's hydroelectric system ond New England’s 345-
kV system in south central New Hampshire. This will provide approximately 1,200-1,500
mW of import copoability into New England at a total cost of an estimated $700 million to
$800 million, including NST's share of $200 million. Construction will likely take place in
the 20112014 timeframe. This corresponds well with NST's current rote plon [described
above} which incorporates a deferal mechanism for kansition costs that are expected to be
recovered {cash} over the 2010-2013 timeframe, including an approximate $250 million
in 2010.

NV Energy (NVE)

NVE Energy s the largest ulility in the state of Nevada and has wo main utility
subsidiaries, Sierra Pacific Resources in the northem porfion of the stote and Nevada Power
in the southern porfion of the state, whose service tferitory includes las Vegas. Both
subsidiaries markef under the NV Energy name, and the company changed its nome and
stock symbol from Sierra Pacific Resources (SRP) to NV Energy (NVE} in the past year.
Similarly, the two utility subsidiaries at the company whose legol nomes remain Sierra
Pacific Power Co. in the north and Nevada Power Company In the South are now referred
fo as NV Energy North and NV Energy South.

Under current law in Nevada fuel and purchased power cre frued up on a monthly basis
and the Commission uses a hybrid fest year that adjusts for known and measurable
changes. Nevada Power is currenily in with o rafe case before the Public Utility
Commission of Nevada [PUCN} ond a decision was mcde by the commission on June 24

and rates became effective on July 1.

Nevada legislature

In the just completed legislalive session in Nevada the legisloture passed some changes fo
utility regulation in the state, NV Energy North wil file their next rafe case no later than the
fiest Monday in june 2010, and NV Energy South will file their next rate case ro later thon
the first Mondoy in jJune 2011. Holding to the 210 day statutory fimit within NV for
deciding o rate case the rotes from each filing will become effective, subject to Public
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Utility Commission of Nevada [PUCN) approval, on January 1 of the yeor following the
fiing. Further, the PUCN will be allowed under the new law to allow deferral of rate
implementction upon the request of a ulility ond is ollowed to implement low income
customer rotes.  The renswable portfolio standard was increased from 20% to 25% by
2025. The amount of the stondord that must come from solar generated power was
increased from 5% to &% of the RPS by 2016. Procurement of power from oulside the
stafe will now also be dllowed to count against the standard.  Further, the commission is
now avthorized under the new law 1o develop and adopt regulations allowing for ufilities

to recover energy efficiency impacis.

Nevada Power

On February 27, 2009, as required under the hybrid test year siucture Nevada Power
filed a revised request for $305.7 million versus their criginal request of about $324
million made in December 2008. The revised filing is premised upon a rofe base of just
over $5.0 billion, on equity rafio of 44.15% and a return on equity of 11%. The Staff
recommendation was issued on April 14, 2009 and colled for a $202.8 million revenve
increase on a rate bose of just under $4.6 billion, an equily rofio of 44.15% and a refumn
on equity of 10.5%. The subsidiary currently earns a 10.7% return on equily which is what
we model going forward.  On June 18' 2009, Commissionsr Sam Thompson issued o
draft order calling for a $218 million revenue increases premised upon a $4.7 billion rate
base, a 44.15% equily ratio, and a 10.4% relun on equity. The key difference between
the request and the stoff rec/proposed order other than the ROE wos « disollowance of
CWIP in rafe base related to the Harry Allen plant. The company is eamings neutral to this
outcome s they will book AFUDC on this CWIP going forward.  There will be a cash lag

related to this, however.

The draft order would deskew rates from non-residential customers to residential customers.
Residential rate increases from this deskewing will be mifigated os the increase would
coincide with a reduction in the Base Toriff Energy Rate (BTER} for fuel costs fo take place
on January 1, 2010. NPC's revised request called for a residential customer rofe increase
of 16.7%, and the commission draft order calls for a rate increase of 9.3% {12.3% with
the de-skewing). With reductions to the BTER the net increase to customers from the draft
order would be 6.8%. To futher mitigote rate shock the commission draft order calls for a
phosein of rates in two stages. The first stage would be a 3% increase on 7/1/09 and
the second increase would be for the balance of the increase of 3.8% [6.8% estimaied net
of the BTER less the 3% implemented on 7/1/09} ond will occur on 1/1/10, The
company will bock revenue as though the enfire rate increase had occurred on 7/1/09
and hang the cosh 1o revenue difference on the balance sheet for future recovery.

The final order wos approved by the PUCN on 6/24 and was slightly better than the draft
decision. The commission approved o $222 million revenue increcse premised upon a
$4.7 billion rate base, a 44.15% equity ratic and @ 10.5% retumn on equity.
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PG&E Corp. (PCG)

PG&E Corp. is a large ulility thal serves northern Colifomia including San Francisco. The
compony is currenfly operafing under o three yeor rate order which will expire on
171711, As a resuli the company will be filing a General Rate Case later this year for
rates fo be effective on 1/1/11. We would expeci thot the next General Rate Case will
coll for o three yeor forward rate schedule which would take account of affrifion and rate
base growth over time. PCG operales in CA under nearly full soles decoupling ond dll
energy procurement costs are passed through.  Further the company operates under @ mulk-
yeor cost of capital mechonism with an adjustor, if figgered, ond has significant
precedents in place af the California Public Utilities Commission [CPUC) related to pension
recoveries. As of this writing pensions were 83% funded and the 2006 setlement with the
CPUC dllowed for contributions of $176 million per yeor through 2010. Regulctory
accounting allows the use of a balancing account fo neulralize pension related earnings
impacts, and a bolancing account is used should cash contributions rise above $176
miflion annually. The one major item which does get tracked In some other |urisdictions
which is not fracked in Colifornia is uncollectobles expense. There are several different
regulolory activities set lo occur for PG&E Corp. beginning later this year and throughout
2010. We deiail them below.

Cost of Capiial Mechanism Filing

The current cost of capital adjustment mechanism operates through the end of 2010. The
mechanism sels an initial return on equity and then allows for that ROE 1o be adjusted on o
once o yeor basis should a bond index move by more than 100 bp. if the mechanism
were friggered in this way the ROE would be adjusted up or down by half of the move in
the index. The index Is measured annually from October to September each year. The
company then makes an advice filing af the CPUC indicaling the move in the reference
bond index and the calculated ROE adjusiment, if applicable. We would anticipale this
advice filing is made in midOctober. There is some disagreement over which Moody's
Bond index should be used as the reference index as the CPUC regulations in the
mechanism do not specifically address how 1o freat a split rated compony. Howsver, for
Edison International, the CA utility subsidiary of EIX, which is also split rated, the lower
roting was applied. This is imporant os so far the Moody's Baa Bond Index is above the
100 bp tigger level while the Mocdy's A Bond Index is still below the trigger by about 40
bp. Itis our view that the Baa Index will be applied this fall.

Since the ROE adjustment mechanism is only in place through 2010, onother filing hos 1o
be made In the spring of 2010, fikely in April, for the Cost of Capital mechanism which
will be in place in 20171 ond beyond. This will open the issue of whether the mulli year
ROE adjusiment mechanism is kept or whether CA revens to annual Cost of Capital
proceedings as was done in the past. It will olso allow for the potential adjusiment to the
ollowed capital structure, which is now 52%. We expect the company fo file for a mult
year mechonism in Apdl and o decision to be made by the CPUC on this matter by
December 2010.
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Energy Efficiency Incentives

The Energy Efficiency Incentives in Colifornia are awarded using a look back mechanism.
The utility gets to book a portien of the award on an onnual basis using a one year look
back and affer a three year “cycle” gets fo book the remainder of the award by looking at
the performance over that entire three year period. The company received 35% of the
calculated 2006 and 2007 incentives amid debate at the CPUC over how to measure the
direct impact of PG&E's progroms and what portion of overall efficiency gains those
programs were directly responsible for. The CPUC plans a full review of the 2006-2008
cycle by year end 2009 and completion of the frue-up for the three year period by year
end 2010.

The 20092011 cycle is olso under review of the commission with o full review of the
entire mechanism under way. The CPUC has indicated that the avowed goal of the
proceeding is to make the process tronsparent and simplified. Although there has bean
some opposition to the energy efficiency awards voiced in the CA Assembly, we expect
some sort of long term aword mechanism to be put in place by yearend 2009,

Electric General Rate Case

The current general rafe case under which the uiility operates erminafes in Januory 2011,
Therefore the company will file o new GRC before the CPUC. A nofice of infent, which
will contain the mojerily of the details of the filing will be made in August 2009, with the
filing of the first application occurring in November 2009. Testimony would be expected
to be fited in December 2009 with litigation occurring throughout 2010, Third pady filings
and company responses will occur in the spring, hearings will likely be held in the summer
with a final decision by yearend. The CPUC has been later than this on some decisions
in the post but if that delay occurs rates would be made relroaciively effective to 1/1/11.
In our view the process would sirefch no further thon March of 2011, The commission
under the CA stolutes will have 30 days after an Al decision is rendered fo issue a final

OIdEF.

FERC Transmission Rale Orders

In California fransmissioa rate base is reguloted by the FERC at the national level. This rafe
bose currently earns a 12% refurn on equity versus the 11.35% relum on other assefs as
awarded by the CPUC. The FERC sels this refum in an annugl filing with the commission
which the company makes every August for a decision in opproximately 12 months fime.
This timeline gets extended somewhat if there is o prospect for seflement which has
occurred the last couple of years. The lost decision was Transmission Order 10 in which
the company usked for a $760.5 million revenue requirement and received a $718
millien revenue requirement under a setffement in October 2008. Transmission Order 11,
in which the company requested $849 million has reached a selllement which has been
filed with an Al of FERC, a final decision is anticipated in 3Q09. Transmission Order 12
will be filed ot the FERC on or about August 1, 2009,
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Other ltems

In whot amounts fo a very full regulalory year, the company will olso file theif next Gas
Accord in the second half of 2009 with o decision likely by 3Q10 and will file their
compliance filing with regard to meeting California’s renewable portfolio standard [RPS) of
20% on August 1, 2009,

PNM Resources [PNM)

PNM Rescurces operates an integrated electric ulility in New Mexico, PNM Electric [PNM:
E) and on T&D utility in Texas, Texas New Mexico Power (TNMP). On May 28 the New
Mexico Public Regulotory Commission {NM PRC) approved a staggered $77.1 million
revenue increase for PNME thot will toke place in 2009 and 2010, As part of the order
the company is prohibited from any rafe increases unil March of 2011, The New Mexico
legislature also passed a forward test year into law under which PNME's next rofe case,
presumably filed in 2010 for rotes effective after March of 20171 will be filed under, As of
this wiiting it is difficult to say what the timing and structure of the next PNME rate filing will
look fike.

TNMP

TNMP has an ongoing rate case in Texas which was filed by the company on August 29,
2008 requesting $8.7 million in revenue increases. An amended request was filed on
March 31, 2009 which increased the requested revenue increase to $24.4 million or
+16%. The request was updated for Hurricane Tke interruption costs, as Texas low now
allows for such recovery, and a higher cost of debt. The amended request is premised
upon a $430 million rale base, a 40% equily ratio, and o requested refun on equity of
11.25%.  About $6 million of the differential between the original and the amended
request results from increasing cost of debt (from 7.14% to 9.43%), ancther $5.1 million is
resultont from o proposal to recover $20.6 million in Hurricane Ike related costs over the
next five years,

On June 3, 2010 the Public Utiliies Commission of Texas {PUCT) Staff issued a
recommended order of a $7.6 million revenue increase premised upon a rate base of just
under $430 million, on equity ratio of 40% and a retum on equity of 10.33%. The $7.6
million recommended increase includes a $5.0 million storm allowonce per ke, a $1.1
million ransition cost recovery rider increase and a $1.5 million base rate increase. These
fecd o a difference of aboul $17 million between the $18.2 millicn bose rate increase
sought by TNMP and the staff's recommendation of $1.5 million. Approximately $14
million of the difference is made up of net operating income items while the remaining $3
million results from a lower recommended return on equity. The biggest NO! items are a
reduction in DEA expense {$5 million] and o flow thiough of tax benefils to ratepayers ($5

million].

The company announced a seflement with all padies to the case had been filed with the
PUCT on June 22, 2009. The agresment would allow a $6.8 million increase in base
rates and an additional revenue increase of $5.9 million to cover Hurricane lke restoration
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ond increased financing costs.  This sefffement for @ $12.7 miltion tofal revenue increase
was black box in nalure. Hearings were held the week of June 16 2009 and a PUCT
decision 1s expecled prior fo early October

Pepco Holdings (POM)

POM's regulatory calendar on the state level in 2008 was focused towards the beginning
of the calendar year, while the company remained active with FERC through the lafter part
of the year with regords to the MidAflantic Power Pathway (MAPP) ransmission line. POM
did receive some good news on 10/31,/2008 when FERC approved the 150 bp adder,
bringing POM's allowed ROFE on the project ko 12.8%. The lack of activity in 2008 on the
state regulatory front brings on a busy 2009 for POM, with afl subsidiaries filing rale cuses
in al least one jurisdiction, and some additional regulalory matters {addressed below in
grealer defail) with regords to pension and ciher benefit expense trackers, stimulus furding

for efficiency and smort meters, and low cost financing options from the DOE for MAPP.

Pepco

POM's Pepco subsidiory recently filed {5/22/2009) their first rate case of the year, and
probably POM's most significant of 2009, in Washington D.C. The company is currently
asking for @ $51.7 million revenue increase, premised upon an 11.5% ROE ond an equity
totolalcap ratio of 53.8%. Washington, D.C. can at best be described as an average
jurisdiction from on investor's stondpoint, and os o resuli, we have, in our view, tempered
expectations for how much of the company's current ask will actually be allowed by the
PSC. This is further reinforced ofter looking at Pepco’s most recently decided rate case in
D.C. The final order included a revenue increose of $28.3 million, premised upon «
10.0% ROE and on equily to tofal capifdlization ratio of 46.6% ffor rates effective
2/20/2008], afier the company origiaally requested a revenue increase of $50.5 million
with an 11.0% ROE and 46.6% equitylcial cap ralio.

Rounding out Pepco’s nearterm regulaiory schedule is an expected filing in Marylond
during 1Q10. We have baked into our estimates $44 miliion in rate relief for all of Pepco
{the company is 53% in D.C and 47% MD by rate basel, reflecting a fairly dour, however
reclistic, result in both coses. The asking amount in MD's rate case is not expected to be of
nearly the same magnitude as D.C.'s filing, as the company moncges to earn much closer
to their allowed ROE. Futhermore, Pepco's rate case history in Marydand, as exhibited by
the gross discrepancies between the company's initial requests and the commission’s final

orders, can be described os negatively leaning at best.

DPL

On 5/6/2009 DPL filed a rate case in Manyland, requesiing a revenue increcse of
$14.15 million, premised upon an 11.25% ROE ond o 49.9% equily lo total cop
structure. While Maryland is nol, in our view, « jurisdiction that is consiruclive for utilities,
DPL hes historically had fairly good regulatory relationships, tn DPL's last MD rate case, the
company's final revised request was for a revenve increase of $15.8 million, with a -
10.75% ROE, and a 48.6% equily to folal cop ralio. The MPSC's final order wos for a
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revenue increase of $14.9 million with o 10.0% ROE and a 48.6% equily fo tolal cop
rolio.

DPL s also expected 1o file on eleciic role case in Delaware during 3Q09 followed by a
gas rate case filing in Delaware during 2Q10. DPL's Delaware jurisdiction {58% of electric
rate bose) Is, in cur view, average fo slightly better than average, and the company's better
(relative} pedormance there {adjusted earned ROE of 8.20%) makes the upcoming case
there somewhat less important relofive fo the current cose In Marylond. Boked into our
estimotes is tolal relief for DPU's electric operations in Maryland and Deloware of $18
million. We believe that our rale case oulcome assumption is reasorable, and may prove
to be optimistic if Maryjland's case doesn't come 1o fruition as constructively as the most

recently decided case did.

ACE

During the third quarter of 2009, POM's ACE subsidiary will ke filing a rate case in New
lersey. Buked inlo our estimates for ACE is rate relief of $16 million, an amount that may
prove fo be conservalive but that we are comfortoble with especially when considering
NI's historically uncertain regulatory track record.

Pension Deferral Filings

On May 1, 2009 POM filed in olf of their jurisdiclions o request to defer, in aggregate,
$35 million in pension expense for 2009. The amount deferred would than be
incorporated into the next rate cass filing for each ulility, respectively. In addition, POM is
making a push io establish a three year moving average of pension, other employee
benefit, and bad debt expense that would help to mitigate the cost increases for POM by
allowing a surcharge and would dampen the rate shock consumers experience when the

expenses would otherwise rofl info rates affer coses.

Potential Benefits from the Stimulus Package and DOE Initiatives

POM's “Blueprint for the Fulure” program is a good candidate for the government stimulus
funds that have been earmarked for smart meters, efficiency, and conservation progroms in
generol. Although the competition for the government funds is most likely going o be quite
stiff {preliminary indications are thot only six fo eight projects naticnwide may be in the first
round fo receive fundingl, we believe that it is definitely o possibility that POM will at least
portially secure funds from the government's program, In addifion, we think that POM's
MAPP ransmission line is a srong candidote for the DOE's loan guarantee program. [f
POM is successful in their applicalion, their financing cost for the project would drop
substantially fcould be as much as 300-400 bp of incremental benefit in terms of reduced
borrowing costs on POM's request for $684 million in MAPP financing). It is beginning to
appear increasingly likely that POM will benefit from the DOE's program fon Moy 27
POM was told by the DOE that their application was selected for a due dshgence review
with a final decision expecled tentatively during 3Q09,
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Portland General Electric (POR)

POR received a final order on January 22, 2009 in its most recent GRC. The
corresponding rote base ossociated with the order was $2.278 billion, POR's authorized
ROE under the order was 10.1%, with an equily struciure of 50%. The order further
authorized POR's proposed decoupling mechanism {described below); a condition of this
mechanism wos a reduction in the compary's dllowed ROE from 10.1% originally
authorized to 10.0%. POR'’s general rate cases ulilize o forwardlooking test year. The
company calculates allowance for funds used during construction {AFUDC} on conshuction
work in progress, and when capital projects are placed Inlo service, both capital
investment and AFUDC are included in rate base. Pending or planned cases include:

W UE-204, which is a request for recovery of costs ossociated with Selective Water
Withdrawal Project, with on estimated cost of $80 million {POR's share). An
implementation date under existing rale parameters is pending. A prehearing
conference will be held following the conclusion of POR's root cause analysis of

cerlain operational complications

B Aanual Power Cost Update Tauiff, for which an inifial filing was made in April 2009
and will be made once again in Apil 2010, to adjust rates fo reflect updated
forecasts of net variable power costs.  This is expected fo be implemented on January
1 of the year following the filing. Under the Annuol Power Cost Update Tariff,
customer prices are adjusted annually to reflect the latest forecast of net voriable power
costs for the following year. As required, the company's inifial forecast of 2010 power
costs was submiited 1o the Oregon PUC [OPUC) on April 1, 2009. Such forecast will
be updaled during the year and will be finolized in November. Based upon the final
forecast, new prices, os approved by the CPUC, will become effective
January 1, 2010.

B Renewable Adjustment Clause Filing, for Biglow Canyon Il project made in Agril
2009 for deferral until the project would be included in rates on Jonvory 1, 2070,
The company anticipates o similar filing for Bigiow Conyon Phase it in 2010.

Decoupling Adopted

A decoupling mechanism was approved in POR's recent rale case filing [UE-197). The
decoupling mechonism referred to as the “Sales Normalization Adjustment” {SNA} and the
Lost Revenue Recovery {LRR). The SNA applies to residential customers is simple balancing
account and rate adjustment process that would greally diminish the disincentives of
supporting and encouraging innovative and effective programs to improve customer energy
efficiency. The disincenfives ore manifest through reduced energy usage that in tura lowers
POR's revenues, paticularly revenues to cover the fixed costs of POR's operations. In
addition o the SNA for residential customers, the Commission opproved the 1RR
decoupling mechanism opplied to- lorge nonvesidential customers the loads less than

ImW.
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Advanced Metering

POR will deploy 850,000 “smart meters” to residenfiol and commercial customers. The
company deployed approximately 16,000 meters in the systems acceptance testing phase
of the project. The systems acceptance testing phase has been completed and il
deployment of the remaining meters began in April 2009. The project is expected to be
completed in 2010 with an estimated cost of $130 million-$135 million.

PPL Corp {PPL)

PPL Corp. is a verlically integrated wtility in Pennsylvania which operates an unregulated
genesation subsidiary, PPL Supply, @ regulated T&D utility, PA Electic Delivery, and an
Intenational Delivery segment which owns and opsrates T&D assefs in the United

Kingdom.

PPL Supply and Rafe Caps in PA

PPL Supply currently operates under rate caps for their provider of last resort {POLR] load
that were put in place in PA when the generation indusiry was deregulated. These rate
caps are sef fo expire on 1/1/10. The other companies still operating under rate caps in
PA [EXC, FE, AYE} rematin capped untit 1/1/11. PPL Supply filed with the PA Public Uiliry
Commission {PA PUC] in 2007 to procure power for 2010 under six auctions 1o be held
Mice a year. This was done to allow for a “dollar cost average” type approach to power
procurement and not leave the enlire load vulneroble 1o price spikes in either direction on
any particular doy. Power has been procured under the approved auction process in five
auclions so far, with pricing os indicated in Figure 39.

Figure 39: PPL Auclions
PPL Auction Results & Expeciations 5th Auction 4th Auction 3rd Auction 2nd Auction 1st Auction

Off-Peak on 3/31/08 on 9/29/08 on 3/24/08 on 101/07 cn 7/23/07
PJM West Hub 7x8 $ 4300 5 5463 § 4839 $ 4223 § 3774
PJiM West Hub 2x16 $ 4300 % 6824 3 6744 § 6434 $ 6879
On-Peak

PJM West Hub 5x16 $ 5800 § 8441 3 8372 5 7886 § 7743
PJM West Hub ATC $ 5014 7140 $ 6884 § 6388 $ 6254

[

Total Gap to ATC (1)
Expected/Actual Auction Resuit $ 86.74
Notes:

(1) Gap Iincludes capacily paymens, line losses, ancillary services, etc

$
3660 $ 4082 3 3095 $ 4142 $ 3546
$ 11223 § 10880 $ 105.00 $ 98.00

Multiple of ATC price 1.73x 1.57% 1.68x 1.64x 1.67x

Source: Bloomberg, Borclays Capital Estimates

The issue of rate shock came 1o the fore in PA in 2008 as the auction prices for power
were significanlly above the current capped POIR rales. To miligate rate shock to end use
customers PPL proposed a rale mifigation plan with the PA PUC under which cash
collections from customers would be delayed, and the difference between actual cash rates
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chorged fo customers and revenue booked at market rates would be hung on the balance
sheet. This would allow PPL to go o market but would stowly saise rofes for customers over
a three yeor peried. In other words, rather than, for example, say @ 24% increase in
2010 the cusfomers would see an 8% increase per year for the next three years,

Political pressure from the legislature increased in 2008 with atempls to extend rate caps
as well as a compromise proposal that would have sanctioned the mifigafion plan concept
info law. Llate in the 2008 session, the PA legisloture possed HB 2200 from which the
extension of rate caps wos removed. The bill passed 47-3 in the Senale and 157-32 in
the House, and called for “leastcost” and “compelitive-procurement” requirements which
would allow for RFPs for power and long ferm contracts for procurement instead of or in
addifion to auction processes, The bill also included new requirements for PA PUC review
of long erm power coniracts, demand side monagement targets of 2.5% around the clock,
and 4.5% onpeak consumption reduction in five years time, and for smart meters to be

depreciated over 15 years.

The debate over role cap expiration, as expected, has begun anew in the 2009 legislative
session. House Speaker McCall {D} hos introduced House Bill 20 which would write into
law rate mitigation plans similor in noture to the one PPL has filed and thet has received PA
PUC approval.  Also, Bud George (D] has introduced @ rate cap extension bill similar in
nature 1o the one he infroduced in the 2008 session which did not pass. It is likely that the
budget process dominales legislative aclivity through the summer and rate cap or rale
mifigation issues will nof come to the fore until September and October of this year.

PA Eleclric Defivery

We anlicipate that PA Electric Delivery will file a rate case with the PA PUC in the spring of
2010 for tates 1o be effective 1/1/11. The regulalory process in PA would be expected
fo foke opproximately ning months fo complete. The company's last ale cose was
adjudicated in 2007 with a commissicn decision on 12/6, which dllowed o $55 millien
increase in revenues, o +1.7%. Internal merics of the rale cose were not specified. The
company had requested an $83.6 million revenue increase premised upon a rate base of
about $2.0 billion, o 43.13% equily rofio and a refurn on equity of 11.5%,

Infernational Delivery

In the UK. regulatory and rate sefiing process works differently than it does in the United
States. Under the U.K. rale structure all utility companies go in for a rate review ai the
same lime under which rates are set for the next five year period, otherwise known as a
Distibution Price Conlral Review [DPCR).  The U.K. regulator will peform a regression
onalysis to find the theoretical moximum efficient company.  The regulator will then
defermine the retums and overall revenue requirement that this theoretical company would
eomn. Then each company is placed where they belong along the regression according to
various measwres of efficiency and their revenve requirements and refurns are thus
defermined. The process allows for the company lo set a capital and O8M budget for the
next five years. The companies olso have an opportunity fo earn bonuses above and
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beyond their revenue requirements for the highest customer service ranking [which PPL has
been awarded for some fime] and for the lowest cost of service, although this mechanism
does not make adjusiments for the ratural cost differentials between a rral and an urbon
system. Inifial proposols under the DCPR currently under way are expected in July 2009.

Progress Energy (PGN)
Progress Energy Florida (PEF)

On March 20, 2009, PEF filed with the Florida Public Service Commission IFL PSC) for o
$500 million rate increase, premised upen 50.5% equity and o 12.54% ROE. The new
rates would be effective for Jonuory 1, 2010. PEF is osking for a 2010 test year in the
process. As part of this rate request, PEF asked for $13 million in interim rafes. PEF is also
filing for $63 million of rate relief ossociated with the repowering of the Bartow plont,
which is scheduled o come online in June 2009. The FL PSC approved both the interim
and Barlow requests in full, subject to refund, on May 19. The $76 million in higher rates
were effective as of July 1. On April 9, PEF received approval for a reduction in fuel
expenses of $206 millon. Taking this into account, the net increase of the fuel reduction
and rate increase request would result in, of most, a $294 million increase to customers by
Jonwary 2010. The FL PSC is expected to rule in late December on the base rate increase.
As we've noled previously, recent constructive decisions in Florida, as well os the
accompanying reduction in fuel costs, suggest fo us that o positive outcome is probable at
PEF.

In May, PEF announced it would be posiponing by 20 menths the constuction schedule of
its proposed levy nuclear site — suggesting on ondine date for the project of 2020 or later.
The NRC has provided a limited work authorization for the gresn field site, ond PEF has
recently concluded that the authorization does not contemplate some of the more advanced
site prep work they had planred until the NRC gets more comfortable around the geology
and seismology of the nuclear island which is located in o wellands environment, We
expect full authorization and the COL will be issued at some point — likely in lote 2011 or
early 2012 - but the delay should fower capex for 2009 and 2010 by about $100
millicn ond $350-400 million, respectively.

On the subject of cost recovery for expenses reloted to the levy build, PEF updated its
filings before the Florida PSC on May 1. Through 2009, PEF estimates thot it will be -
about $300 million under-recovered in Florida. Under existing statute, PEF would be able
to recover that $300 million, plus 2010 spending cdjustments, that would result in o
customer increase of about $446 million. Most of this amount would be a possthrough of
costs and capital, and likely result In about $32 million of higher earnings (for both Levy
and the CR3 uvprate). In PEF's May 1 filing, it proposed to defer the $300 million under
recovery over five years — softening the 2010 rate increase to customers — if allowed to
earn carrying costs on the deferred bolance. The resulting chonge would reduce 2010
customer impact by about $210 million, but would actually increase PEF's earmings by
about $29 million pretox {in addition to the $32 million cited above) o reflect a return on
carrying charges. This could add $0.06-$0.07 versus current projections, and we don't
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believe fhis is currently included in consensus estimates. Hearings are expected in the
matter from Sepiember 8-11, with a FL PSC vole likely around Oclober 16, New rates
would be effective in January 2010,

Progress Energy Carolinas {PEC)

In South Caroling, PEC filed to reduce fuel costs by $13 milion on May 7. A sefilement
wos approved by the South Caroling Public Service Commission {SCPSCH in eurly fune,
with rates effective for July 1. Also in ealdy May, the SCPSC approved a sefilement
regording demand side management (DSM} and conservation that would ollow PEC to

recover those investments through on annual rider,

In North Caroling, the tegislature allows for utilities to recover DSM expenses os part of ifs
2007 energy legislation. The North Carolina Utifities Commission [NCUC) has approved
a 2008 request by PEC 1o recover DSM and renewable energy pertfolio standards costs
through clause mechanisms. PEC filed o reduce fuel costs by a small amount on June 4,
2009, and dlso made small filings to adjust efficiency and renewable costs. Hearings are
slated for September, with orders expected in October. The adjustments would toke effect
on December 1, 2009,

Longer term, PEC has made filings to support ifs geal of improving its distribution grid via a
$260 million investment over five yeors. PEC sees these investments os @ precursor fo
evenual smart grid upgrades, ond as o part of its DSM work. A decision from the NCUC
could be forthcoming with respect to both the delails of the plan and its recovery

mechanisms at any point.

Public Service Enterprise Group (PEG)
Public Service Electric & Gas [PSE&G)

PSE&G is in the middle of several rate filings and a fair amount of regulatory activily, as the
economic situation in New Jersey has caused Governor Corzine to urge ulilities to increase
nearterm spending on ilems such as energy efficiency and conservalion in the interest of
adding jobs fo stem the recession’s impact. To that end, PSE&G hos filed for $1.7 billion
in infrastructure, conservation, and sclar spending in the eady part of 2009, $698 millicn
of infrastructure spending has already been approved by the New Jersey Board of Public
Utifities (NJ BPU), which granted a 48% equity sfructure and 10% ROE - shy of the 51%
equity and 10.5% ROE requests, but the company was also given a monthly true-up on
~ actual spending to eliminate cash lag. The remaining $963 billion is comprised of $773
million of various solar initiatives, and $190 million of conservation spending. Both
requests are expected to be reviewed by the BPU over the summer. We expect similar
freatment to that received for the infrastructure projects.

PSE&G dlso filed an eleckic and gas rate case in New Jersey on May 29, asking for a
gross increase of $230.6 million. This omount would be offset by $97 million in
reductions associated with lower gos commodity costs, resulling in a net requested increase
of about $133.6 million. The cose is based on $6.2 hillion of rale base [$3.8 billion
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electiic; $2.4 billion gos), a 51.2% equily skuciure, and 11.5% ROE. It uses a 2009 test
year, implying o parthistorical / poriforward looking test year in the case. In addition,
PSE&G s wsking for a fracker mechanism on copex spending, which would further reduce
regulolory lag. The filing should receive a ruling from the BPU within the next nine fo 12

months.

Sempra (SRE)

SRE has the benefit of a very secure regulotory future in both the near and medium term.
With the approval of a multiyear sefflement on August 1, 2008, SRE's regulated
subsidiaries {gas distributor Southern California Gas, SeCalGos} and gas and electric viility
San Diego Gos and Electric (SDG&E} have annual revenue increases of about $95 million
locked up through 2011, keeping both ufilities out of extensive rate case proceedings until
2012 is addressed. The more minor regulatory issue that SRE will be addressing with the
CPUC in the coming months is SoCalGas's cost of capitol tracking mechanism that is
currenily parially tied to 30 year keosury yields. SRE believes that due to govemment
intervention in the treasury market, the artificially low yields ore not adequately capturing
the cost of capitel for the utility. A final decision for SoCalGas is expected during 3Q09
and we believe that the commission is fikely 1o allow the change, due in a large part fo the
fact that every other California utility has o cost of capital fracker tied fo o utility bond index
rather than @ treosury bond index.

Efficiency, Conservation, and Renewables

Beyond Kaditional tate coses, SRE also had a successful 2008 in ferms of efficiency,
conservation, renewable relaled programs, With the rollout of SCG&E's $500 million smant
meter program okeady in process, additicnal smart mefer installations planned for
SoCalGas (final approval expected in 4Q09 with installations expected to begin in
2011), ond finol approval of the Sunrise Powerlink kansmission line already in hand, SRE
is well posifioned to benefit from policies aimed at pushing @ “green” agendo.

Southern Co. (SO}

Southern Company operates four regulated ulifity subsidiaries, Georgia Power, Alabama
Power, Mississippi Power, and Gulf Power, located in GA, Al, MS, and FL, respectively.
They also operate an unregulated [PP subsidiary, Southern Power, which acguires or builds
generating assets and signs fhem fo longrlerm contracts, a model which minimizes risk. The
only upcoming regulatory item of significance for Southern is the upcoming June 2010
filing of @ GRC at Georgia Power, and the regular onnual processes in Mississippi and
Alaboma. The compony is not expected 1o file a rate cose in Florida at this ime.

A summary of regulations by subsidiary is provided in Figure 40.
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Figure 40: Southern Co. Regulations by Subsidiary

" Base Rates Alabama Goorgia Gulf Misslssippl
Altemative Ratemaking Rate RSE PEP-4
Traditional Regufation ROE Band ROE Band
Regulatory Clauses
Fuel Y y y y
Purchased Pawer Energy Y ¥ y ¥
Purchased Power Capacity Y y ¥
Environmental Y ¥ Y ¥
Energy Conservation y
Meed
Integrated  Defermination  Cerlification
New Plant Cerification Y Resource Plan  Process Process
Storms Y y ¥
CWIP In Rates New Muclear New Nuclear New Baseload
Conslderations
Test YearForward Looking Y y ¥ ¥
' For
Environmentat
Rate Base Avg, Original Cost Y ¥ ¥ Capital
. Rate Base for
Valuation End of Period PEP

Source: Company Slide Presentolion

Below, we delail the regulation for each of SO's subsidiaries.

Georgia Power

Georgla Power is operaling in accordance with a threeyear accounting order thot was
seffed ond opproved by the GA PSC on 12/18/2007. The setilement called for a base
revenue increase of $222 million for enviconmental spending recovery and a base rate
increase of $99.7 million. The compony had originally requested $406.7 million in
2008, with an dlternative plan with incremental increases of $1921 milfion in 2009, and
$45 million in 2010. The ROE dead band 1ange is the some os current at 10.25%-
12.25%. In additicn, the setlement calls for a rider which would allow for annuol fue-
ups/downs related to environmental spending. Greater than this range, there is a twothirds
to onethird sharing of profits between customers and shareholders, respectively.

The Georgla commission is composed of five fulltime commissioners who are elected 1o six
year staggered terms in sialewide elections. The choirmanship is rofated annually
according o legislative stipulations; the current chairmon is Doug Everell. We view
Georgia as a conslructive regulalory environment, despite the elected nature of the
commissioners. lauren McDonald is back on the commission affer o hiatus since 2002
replacing Angela Spier. Commissioner Robert [Bobby) Baker faces reelection in 2010.

Georgia Power Is required by law to file a rate case no later than June 30 of next year.
July and August will likely consfitute the requesting, gothering, and submittal of varicus data
requests. The staff should Issue its recommendation in lafe August or early September, cfier
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which hearings will be conducted in the September/October timefiome. Cases in
Georgia are filed on a forecast forward fest year basis. By law Georgia Power is required
to file a one year rate cose, and in addition to this will likely file a recommended threeyear
accounting order plan, Georgia Power has done fifings of the commission this way since
1995. We onlicipate that the filed equity ratio will be about 51% using actual; however,
it is imporfant to note that in Georgic all shortterm debt is excluded from that calculation.
The Commission can adjust both the equily ratio and the RCE in its final order, so those will
be two points of discussion. Historically, however, most of the discussion and any
adjusiments have occurred to the ROE,

Fuel recovery in Georgia is not automotic but requires a filing and a heoring before the -
commission 1o review and approve the forecast costs and the recovery of any differenticl
balance betwsen what was previcusly forecost and what was actually collected. Georgia
Power is allowed to institute ¢ fuel hedging program, which operates under a sharing
mechanism whereby any benefils are dllocated 75% to ratepayers ond 25% to
shareholders,

Alabama Power

Alobama Power operates under a rate stabilization plan. The current RCE range Is 13%
14.5%, which hos an adjusting point ot 13.75%—i.e., if the ROE falls outside the
specified range, rafes will be reset fo an ROE level of 13.75%. The RSE has been in effect
for 20 years and will remain in effect until discontinued or modified as deemed necessary
by the Alobama Public Service Commission. In fall 2004, the Alabama PSC also
approved an environmental spending fracker, which allows for the forward-looking rate
recovery of environmental spending. We do not currently anficipate o rale case fo be filed
for this subsidiary in the next 12-24 months,

The Commission saw the refirement of Rresidenljim Sullivan, who chose not to sesk re-
election, in the past year. President Sullivan wos the longest serving uiility commissioner in
the country, having served from 1983 1o 2008. He was replaced by cusrent President
Lucy Baxley, a Democrot, and a former 1t. Govemor and Stote Treasurer of Alabama. The
company received $168 million in a corrective rate package for 2009 and agreed act to
seek base rate increases for environmental increases for 2009, Environmental increoses

were deferred not foregene.

Mississippi Power

Mississippi Power operales under PEP-4, which atfaches performance enhancements
around a benchmark ROE. On September 30, 2004, this benchmark ROE was set to
10.70%. Mississippi Power's last rofe case concluded in 2002 and instituted a rate hike
based on o 12.88% ROE. In the last PEP-4 review specifies an 11.6% ROE for Mississippi
Power. We do not currently anticipate a iradifional rate case lo be filed for this subsidiary
in the next 12-24 months. The company will make ancther PEP filing by the end of 2009.
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Southemn has proposed construction of @ commercially sized (GGC plont ond mine in
Kemper County, Mississippi. The plant would be a mine mouth facility using tocally mined
lignite coal. The last cost estimate made public by Southern was $1.2 billion for the IGGC
plant and $0.6 billion for the mine. Because the gasifier uses air blown bosed technology
developed of SO's Wikonville, Alaboma test facility it works with low grade coal. A
highercost oxygen blown IGGC technolegy would not work en low grade MS lignite coal.
The plant would also capture CO2 and use it in enhanced ol recovery o give the plont
the seme carben dioxide profile os a natural gas CCGT plant. Merchant power suppliers
in Mississippi opposed the plant before the MS PSC. The MS PSC has ruled that the plant
will vetted by the commission in two phases. The first phose wilt be a determinafion of
need for which the proceeding will begin on June 26 and a finol decision is scheduled for
Oclober 9. The second phase will consider what opfions for resources are available to
meet the need determined by the first phase. The various parties can propose alternatives
to the IGCC facility in the second phase, but the PSC has sicled that they must be detoiled
proposals with testimony on technolagy, cost, and timing. The second phase will begin on
Oclober 15 and a final decision is currently scheduled for May 1, 2010. This may slightly
push back Mississippi Power's previously announced consteuction fimeline of 2010-2013,
as the company hed previcusly estimated havirg full permiting by the end of 2009.

Westar Energy (WR)

Kansos regulalion has become substantially more construclive in recent years with the
implementation of @ number of new recovery mechanisms. These include a fuel recovery
clause that adjusts quarery and covers plant performance, annual adjustments {Energy
Cost Recovery Rider] for environmental spending that flows direclly into rates, pre-
determinotion for large scale projects that reduces the uncenainty of recovery, and
favorable treaiment of extraordinary storm damage that helps to reduce the volafility of
eamings. On June 2, WR filed with the Kansas Corporotion Commission (KCC) a limited
rofe case seeking cost recovery for invesiments in the second phase of its Emparia Energy
Center, and two Westa-owned wind farms in Kansas that were under construction, tut not
in operalion at the conclusion of the company’s 2008 GRC. This rate review was agreed
fo as part of the setlement reached by oll parties in the 2008 general rote case, which the
KCC approved in January 2009. WR is seeking a $19.7 million or 1.5% increase in this
obbreviated filing. The same rate case parameters of 10.4% ROE and 50.8% equily
component of capiicl will apply. The process for this role case will be similar o a
traditional role case filing at the KCC, with the application strictly fimited 1o costs
associated with the construction and operation of wind generation owned by Westar and
the second phase of Emporia Energy Center. Assuming a 240-day stolutory timeframe for
the rale review, an order would be expected in lote Januory 2010,

Rote Case components include:

B New investment of $97.5 milfion, including $70.8 million for wind and $26.7 million
for Emporia Energy Center Phase Ii;

B Return on PlantinService of $11.6 million;
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B Depreciation of $17.2 millien, including wind depreciation of $13.5 miflion and
Emporia Energy Center Phase Il of $3.7 million;

W Cperations and maintenance expense of $8.1 million, including $6.4 million of wind
and $1.7 million of Emporia Energy Center Phose I; and

B Production Tax Credits provide a $17.2 million offset in this rate increase request.

Updaite to the Environmental Cost Recovery Rider Approved

On May 29, 2009 the KCC approved an update to WR's Environmental Cost Recovery
Rider {ECRR] following an audit and recommendation frem KCC Staff. The KCC approved
the $32.4 million ECRR fo go info effect June 1, 2009. The ECRR is a toriff that permits
WR o recover costs asseciafed with federally mandated environmental improvements to iis

* generation facilities in o timely manner.

Transmission Rate Recovery

A FERC formuto rate adjustment is applied annually; the KCC has approved a Transmission
Delivery Charge {TDC] tariff to ollow o coresponding retail adjustment, which enables
timely recovery of fransmission system operating ond capital costs.

Wisconsin Energy (WEC)

Wisconsin Energy’s Wisconsin Eleckic Power Co. (WEPCQ) and Wisconsin Gos (WG
initiated @ general rate case proceeding for its retail customers with the Public Service
Commission of Wisconsin [PSCWI en March 17, 2009 with new rales o be effective
January 1, 2010. The filing includes a $76.5 million or 2.8% electric increase and a
$22.1 million or 3.6% gos increase, plus $2.7 mitlion increase for steam at WEPCO, and
a $38.9 million or 4.6% increase of Wisconsin Gas. WEC is requesting to refain o
10.75% reguiolory ROE on 53% equily on a rofe base volued ot $3.512 billion of
WEPCO  Electiic, $412.95 million wale base at WEPCO gos eperation [WE Gas) and
$51.5 million in WEPCO steam operations; and 48% equity component on a rate base of
$611.5 million at WEC's Wiscansin Gas subsidiary. In an adjusted proposal filed In
eatly July, WEC is now seeking a $126 million elecfiic revenue increase, an additional
$50 million from its initial electric increase request, ciling the despening recession and
correspendingly lower sales. As part of the filing WEC also has requested 1) o reduction
in depreciation roles  concurrent with the implementation of new base rates in this
proceeding; 2} cerain regulatory assels curcently scheduled to be fully amorlized over the
next four years will, instead, be amorlized over the next eight years; 3} WEPCO will be
permitted to continue to record 100% AFUDC for capitol expendifures on environmental
control projects and renewable energy projects; and, 4} WEPCO will hove the option of
applying for a limited reopener of Ihis case or for deferred accounting 1o address any
increased costs or reduced sales that would result from the enaciment of recommendaiions
of the Governor's Global Warming Tosk Force.  We expect a PSCW  Staff
recommendation by September 2009 and Commission decision in the fourth quarter.
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WEC's Michigan ufility, Edison Sault Elecric Co., filed @ General Rate Case on july 2,
2009. The company is proposing o $40 million or 33% rate increose, phased in over
three stages, in 2010, The majority of the addifional expenses are due to the Oak Creek
Generating Units. Unlike in Wisconsin, where these costs have been gradually included in
rates since 2003, Michigon does not allow power plant construction costs fo be recovered
unfil unils are operational.  The first phase of the increcse of approximately $20 million is
scheduled fo slart in January 2010 to coincide with Oak Creek Unit 1's commercial
operalion. Thot 16.8% increose would also cover a change to the Michigon business tax.
If the Michigan Public Service Commission agrees with Edison Sault's plan, another
increase would be implemented in August 2010, when Unit 2 comes on line, ond a third
increase of about 15% would be implemented after the PSC finishes its oudit of the
application. The case requests o 10.75% relum on equity.

Xcel Energy (XEL)

XEl's regulatory framework coniinues to improve, as forword test years in Minnesofa,
Wisconsin, ond Norh Dakola — along with a pending forward test year request in
Colorado - as well as interim sates in the first thiee of those states, have the company well
positioned fo continue to enjoy reduced regulolory lag. Transmission, renewable, ond
environmental riders exist in most jurisdictions as well.  Only Texas and New Mexico
conlinue to be moterial challenges from a regulatory standpoint, and XEL is fortunate in that
regard as well, since its Southwestern Public Service [SPS) subsidiary thot operates in those
states comprises only about 5% of XEL's earnings.

Northern Stales Power — Minnesota [NSP-MN]}

In Minnesota, XEL fifed a bose rate increose request of $156 million in November 2008,
This was based on $4.1 billion of electric rate base, a 52.5% equily skucture, and an -
11% ROE. An interim increase of $132 million went into effect of the beginning of January
2009, with the difference between XEL's request and the interim amount being owed fo the
last allowed ROE of 10.54% and the 11% requested in this case. Minnesota Department
of Commerce testimony has been supportive of a rate increase closer to $73 million,
bosed on a 10.88% ROE. A wling is expecied during 3Q09.

Not including fuel recoveries, riders perfaining to obout $60 million in 2009 recoveries
related fo the MERP, iransmission, and renewoble energy mechanisms are pending before

the Minnesofa Public Ulilities Commission [MPUC] as well.

As a final matfer, NSPMN is proposing license extensions at its Monticello and Proirie
fsfand nuclear plonts, as well os uprotes of 71 MW and 164 MW, respectively. These
projects are esfimaled to cost $1.1. billien, with construction coming form 2009-2015.
The Monticello plant has received oll of its opprovals except NRC approval for the uprate,
which is expected as early as later this year. The Prairie Island plants still require MPUC
cerificates of need for the additional dry cosk storage and for the uprate, both of which
are expected later this yeor, and NRC approvals for the license extension and the uprate,

which are expected in 2010.
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Northern States Power - Wisconsin (NSP-WI}

NSP-WI s awaiting a ruling on o request for $30.4 million in higher rates bosed on $644
million of rate bose, a 53.12% equily structure, and a 10.75% ROE. This case assumes a
2010 test year, and a decision is expected in December 2009.

Public Service Company of Colorado {PSCo)

PSCo has been busy of late, with a rate case thot just concluded, and @ phase 2 case just
beginning. The concluded phase allowed for a $112.2 million rafe increase, versus
$159 million revised request. The request was premised upon $4.1 billion of rate base, a
58.08% equity struciure, and on 11% ROE.  Although the final order from the Colorado
Public Utilities Commission {CPUC} didnt specify whether the 2009 forward test year hod
been granted, the size of the rate increase suggests that the commission wos amenable fo
the genetal concept of allowing 2009 invesiments to be considered in the result, and is
constiuctive in light of the phase 2 process that is currently under way.

Phase 2 is asking for a $180 million increase, based on $4.4 billion of rate base, a 58%
equily strucfure, and an 11.25% ROE. This case ossumes a 2010 test yeor, and @
decision Is expected by year end,

Southwestern Public Service Company [SPS)

In New Mexico, SPS recently filed an uncontested setilement that would allow o $14.2
million rale increase, effective July 1, 2009. This wos premised upon $321 million of rate
base, with a 50% equily structure and o 12% ROE. The case used a June 30, 2008
historical fest year, ond the terms of the setflement would prohibit SPS from filing ifs next
base rate cose until December 1, 2010. The setilement is pending approval before the
NMPRC.,

A bose rate cose in Texas that awarded a $57.4 million rate increase was approved by
the PUCT on May 21. like the setlement in the PSCo case, this was a black box
seflement that did not specify retum metrics. SPS in Texas would be prohibited from filing
onother base rate case until Febuary 15, 2010.
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Emerging Issues: Coal, Stimulus, Climate Change, DSM, & Decoupling
Coal -

Coal fueled 48.5% of net generation in the United States in 2009 and is domestically
supplied. While conservation efferts ond renewable sources show promise fo reduce
peaks and supply intermittent baseload or peaking generation copacity, for high capacity
factor baseload generation the two viable opiions remain nuclear ond coal. Nuclear is in
a nascent recovery, although the first plants are not expected to be onine unfil the end of
the next decade. Despite shortterm opposition, in the long run, coal remains the United
States’ largest domestic supply of energy. With the return of economic growth, it is likely
that coal plants will need to be built in the counlry in order for supply o meet growing

demand.

In our view, however, coal plants, both existing and potential new build, will become
relatively more expensive as a result of environmental regulations around mercury, coal ash
ponds, $Ox, and NOx, and greenhouse gases. The continued push toward more shingent
environmental regulation will make coal plants incrementally more expensive to sun and
build, and i will also likely lead to @ “min or shutter” onolysis based upon economics for
many small older coal plants in the United States.  Retrofits for environmental controls on
these plonts would in some scencrios be too expensive to jusiify keeping them running.
Some of these plonts also have limited availoble land surrounding them on which 1o build

any emission control equipment,

The fourth quartile coal plonts in the United Stales on average were builtin 1959, run at o
capacity factor of 58%, and at a heat rate of 15,549, These plants have a nonfuel O8M
tate of $18.21/MWh, almost 3x the 3id quartile cost of $6.64/MWh. Most of these
plants cre lecoted in the Mid-Atlantic, Soulth, and Midwest. In our view These plonts could
all face refirement with the coming more skiingent environmental policies.  These planis
opproach 10% of the nation’s capacity which must be replaced by other baseload

resources,

Coal Ash

In December 2008, the Kingston Plani, owned and operated by the Tennessee Volley
Authority [FVA} experienced a dike failure on its coal ash pond, which affowed five million
cubic yards of water and coal fly ash to cover 300 acres, 292 of which were owned by
TVA. Since the incident TVA hos purchased seven of the eight remaining effected acres.
The cause of the failure is not yet known but ash also flowed into the rearby Emory River.
The Kingston facility continued io run after the breach, clbeit at a fow capacity factor and
currently produced ash was being mixed with clean up ash to be removed fogether. TVA
took a charge of $525 million that reflected the low end of the estimoled immediote clean
up costs of $525 million to $825 million. This range does not contemplate the costs of

other needed sife work, or longterm clean up issues.

Mote broadly the Kingston incident has led to a full review by the Environmental Proteclion
Agency {EPA] and we anlicipate that futher rles and regulations will eventually be
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developed oround the disposal and sterage of coal ash waste. On March 9, 2009 the
EPA released measures intended to prevent simiar coal ash releases fo the Kingston
incident. The EPA plans to survey cool plonts nationwide fo gather information on structural
infegrity, order repairs where necessary, and develop new regulations. They released a list
with 44 sites they cited os having “high hazard potenticl” at the end of Jure. Imporantly,
this list does not indicate any structural or safety problems af these sites, but rather reflects
the likefihood of loss of human life in the event of a failure. The EPA has stoted that they
intend to have new regulations out for public comment by the end of 2009,

North Carclinag Claan Air Case

In a ruling against TVA in a suit brought by Nedth Caroling the courts determined that TVA's
coal plants were a public nuisance and were blowing emissions east info that stafe. A
federal court judge uled in North Carolina’s favor on four of TVA's planis and declined fo
order relief on the rest of TVA's coal fleet. The four planis affected were Bull Run {ore wnii),
John Sevier {four units}, Kingston [nine units) all in Tennessee and Widows Creek leight
units] in Alabama.  The total capacity of the impacted focilities wos 4,505 MW while the
nonimpacted facilities consfitvied 9,964 MW. Of particular concern was the judge's
order to accelerate the fimeline of already planned and in process construction of emission
controls — completion of the Kingston scrubbers and SCRs by 12/31/10, scrubbers and
SCRs installed at John Sevier by 12/31/11 and scrubbers ond SCRs on all Widows
Creek units by 12/31/13. It is worth nofing that ol the plants mentioned are in current
compliance with clean air rles and that TVA has invested $5.1 billion in emission
reduction programs for thelr coat fleet om 1977 to 2008. The company estimates that o
furher $3.0 billion to $3.7 billion {$256,/kW} could be required fo be spent for new

clean air and mercury regulations beginning in 201 1, without contemplation of carbon.

VA is alrecdy performing some of the court order's requirements, Bull Run and Kingston
emission contro! progroms are already within the court's guidelines. The wo existing
scrubbers ot Widows Creek are currently being modernized.  The court order would
essentially require TVA fo accelerate the schedule for control equipment at John Sevier and
the remaining units of Widows Creek. This would cost an estimated additional $1 billion
versus is current plons.  Given that John Sevier is TVA's eosternmost coal plont it is in a
criticat position for reliability in eastern Tennessee. TVA has appedled the court ruling and
has anncunced intentions fo bulld an $820 million natural gas plont in eostern TN in case
the appeal fails and fohn Sevier faces potential shut down. There ore concems with
shifiing from coofl o nolural gos including more volatite fuel input costs and actual ability to

obtain and secure necessary focational supplies.

The TVA lawsuit bears walching as if the compony's appedl is unsuccessful several more
lawsuits by states and/or environmental groups against existing codl fired generation, even
wilh regard fo carbon emissions could come to the fore and put more baseload generating
capacity at risk. The cose is also instructive in that replacing fourth quortile coal plants with
natual gas would potentially creote localized supply constraints, increase the demand and
price for natural gas as well os its volatility. This would in tum impact the price, volaility,
and potentially the reliability of electricily. Over the longer ferm, with coming mercury and
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carben regulations similar situations to TVA's could ploy out on a national scale without the

courts, as pure economic decisions begin to force contemplaiion of shut downs.

Stimulus Bill

The stimulus bill that was passed in February 2009 provides approximetely $39 billion for
energy progroms, primarily focused on efficiency, renewable generation, and electric
transmission and distribution.

Ot this, $16.8 billion is earmarked for Department of Energy efficiency and renewable
energy programs, including $3.2 billion for energy efficiency and conservation block
gronts, $5 billion for weatherization assistance, $2 billion for advanced bettery
manufaciuring for eleciric vehicles, ond $3.1 billion for siale energy programs. The
language surrounding the condifions for the State Energy Efficiency Granks program puls
forth some potentially industry changing possibiliies. The omendments declare thot states
receiving funds from the program must have their govemor confirm that they have
assurances from the state regulatory authorifies that they will seek to implement policy that
aligns utility financial incentives with more efficient customer use. If this is enforced as strictly
and [iterally as possible, one could icke it as indicating that commissions will need fo move

toward the decoupling of revenues from sales in order to receive the stimulus funds.

In addition, the bill includes $4.5 biflion of new fundirg for a range of electic delivery and
energy relicbility activities, $3.4 billion in funding for fossil energy research including clean
coal and industrial carbon caplure, and finally, an additioncl $6 billion for the DOE loan
guaraniee program that s available only for renewable energy, electic power
fransmission, ond leading edge transporfation biofuel projects. This caveat of the loan
guarantee program effectively excludes clean coal and advanced nuclear projects from the
$6 billion in additional funding that is being made availoble. The additional money also
carries the sfipulation that consiruction must begin by September 30, 2011, ond by also
removing the language that previously made only “innovative” technologies eligible,
established technologies like wind, solar, and electric fransmission can also now bensfit.

Specific to transmission, ihe stimutus bill also direcls the DOE to expand its 2009 National
Eleciric Transmission Cengestion Study o include an analysis of the significant polential
sources of renewable energy that are constrained in accessing motkets by o lack of
adequate fransmission capacily; an analysis of the reasens for failure to develop adequale
fransmission capacity; recommendations for achieving adequate fransmission capacity; and
finally, to what extent stote and federal level legal challenges are delaying fransmission
construction. The potential implicotions from the language included in the bill regard how it
will affect the role of the FERC and its pblemioﬂy increased sifing powers,

Some of the most interesting components of the stimulus bill are on the 1ax incentive side
and are major positives for companles with renewable exposure, Most significantly the bill:

Extended the in-service dote for wind production tox credits {PTCs} to 12/31/2012, and
for ether renewaoble sources {closeddoop biomoss, openloop biomass, geothermal, smoll
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irrigation, hydropower, landfill gas, wastetoenergy, and marine renewable facilities) to
12/31/2013;

Allowed the temporary election of Investment tox credits {ITCs} in liev of PTCs for wind
facilities placed inservice by 12/31/2012, and for ofher qualifying facilities placed in-
service by 12/31/2013; and

Created the option for taxpayers to elect lo receive a treasury grant equal 1o 30% [10% in
seme cases) of the cost of the renewable energy facility {assuming construction begins in
2009 or 2010} 60 days dfter the facility is placed inservice or after the grant epplication
is filed.

While it still remains unclear in terms of when money from the stimulus program will begin
fo flow in any meoningful way, the consensus view is implementation is expected fo begin
in July, 2009.

Climate Change: The American Clean Energy and Security Act of 2009
(ACES)

Below we provide o summary by topic of the ACES legislaion (ok.a. the
Woaoxman/Markey bill):

Renewable Perifolic Standard

The combined renewable and electiic savings requicement starls ot 6% in 2012 and rises
to 20% in 2020, Up to onequarter of the 20% requirement can be met with savings.
Upon receiving and responding o a request from a state’s governor, the Federal Energy
Regulatory Commission can increase the energy efficiency porfion so that renswables
would be 12% and efficiency 8% to meet the 20% requirement. These regulotions are for
refail eleclric suppliers in excess of 4 MMWhs,

The definition of renewable has been expanded and includes wind, solar, geothermal,
hydro, blomass and qualified wastetoenergy.  An electic supplier's requirement is
reduced by existing hydro, new nucleor and CO2 sequestered fossitueled plants. The
penalty in lieu of compliance is a renewaoble energy credit at $25/MwWhr.

CO2 Sequestolion

I approved by eniities representing tworthirds of fossitbased delivered eleciricity, the
Carbon Storage Reseorch Carporalion would be formed. It would be funded by setol
customers of fossitbased electicity of $1 bilion annuolly. It would be 4.3 cents per
MWhr for coal, 3.2 cents per MWhr for ail, and 2.2 cenls per MWhr for gas.  Fifty
percent of the funds shall be provided in the form of grants to projects with funds alrecdy
commitied fo IGCC with sequestration. New planis from 2009-2013 must sequester 50%
of CO2 with 65% by 2020.

1
80 July 16, 2009

ATTACHMENT D - 80



Utllittes

Efficiency

New bullding codes siale 30%-50% higher energy efficiency torgets from 2010-2016.
Rebotes up to $7,500 toward purchases of new Energy Starrated manufactured homes for
lowsincome families in pre-1976 manufactured homes.

Global Warming Pollufion Reduction

Economy-wide reduction godt is fo reduce global warming pollution to 97% of 2005 levels
by 2012, 83% by 2020, 58% by 2030, and 17% by 2050. Methane scores 25 x 1
CO?2 credit. Offsets are 2 billion melric fons split evenly domestic and foreign. Emission
levels can be increased by Administrator by up to 1.5 billion metric tons.  Strotegic reserve
is 1% of tofal from 2012-2019, 2% for 2020-2029, aond 3% for 2030-2050. Initial
stategic reserve price fioor is $28/ton for 2012, Establishes an Offsets Integrity Advisory
Board; otherwise, EPA establishes and runs the offsels program. Allowances are phased
out for energy users from 2026-2030. Of the 38% for LDC rate reductions in 2012, 30%
is electric, 7% is for gos, and 1% for other {government].

Figure 41: Emission Allocations & Allowances

Emission Allocations Allocations Fossll Fuel Companies In 2020 Enission Allowances
2092 2020 (in mitions}

Fossit Fued and Industry 8% 25%  Energy Infensive Industies 3% 2012 4,627 2030 3,533
LDC Rate Reductions 38%  36%  CoalPiant Operalors 5% 2013 45644 2035 2,908
LDC and State Efficlency 1% 4%  Goal CCS 5% 2014 5099 2040 2284
Clean Energy and Clmate Programs  16%  10% Qi Refinefies 2% 2015 5,003 2045 1,660
International % 7% 2020 5,058 20458 1,635
Deficit Reduction 14% 2% Clean Energy and Climate 2026 4204 .
Consumer Rebates 16%  16%  {atvarious times})

Energy Efficiency/Renewable 8.5%

Clean Energy Research 1.5%

Clean Vehicles 3.0%

Romestio Fuels 20%

Workers 05%

Bomestic Adaplation 0.9%

Wildle 1.0%

Seuice: Ameticon Clean Energy ond Security Act of 2009; Barclays Capitol esfimofes.

Eleciric Dishibulion Companies

Net loler than 6/30/2011 ond each calendar year through 2028, the Adminiskaior
would distibute 50% of allowances bosed on emissions of generalion delivered at retail.
For 2012-2013 the level would be based on 2006-2008 or any three consecutive years
from 1999-2008. For 2014+, dllocation would be based on the prior discussion or any
three years from 2009-2012, or 2012 only if new generation is placed in service. The
other 50% of distribulions would be based on average annual reloll electric soles from
2006-2008, unless the company selects any three consecutive years fom 1999-2008,
The distibution formula would be updated every three years. The allowances must go 1o
ralepayer benefit, ratably omong closses. The allowances connot be used for a “rebate”
ond must track usage. The allowances cannot be authorized untit the state regulatory body

completes a proceeding authorizing their use.

——
July 16, 2009 81

ATTACHMENT D - 81



Uiilities

Demand Side Management (DSM)

As talk around efficiency and conservation intensifies, we wanted to call attention to the
fact that some states have made demand reduction a real point of emphaosis and have
pushed vorying inifiatives with a greot deal of viger. For instance, Michigan's
implemeniotion of a customer surcharge in order to prefund efficiency expenditures is
omong the more pro-active examples of a rend we expect to broaden to more and more
states in the near fulure.  Promoting these efforts are aggressive policy measures — at both
the state and federat levels — that are meant fo further encourage the implementation of
efficiency technology, with o current example being the slimulus bill and the money being
earmarked for stales’ “smart grid* and other efficiency programs.

When we looked at DTE's proposed conservation program {$110 million in tofal, two-
thirds of which 1s af Detroit Edison] we found that when thinking about and valuing DetEd's
1% In forecasted load reduction as ‘on avoided generation plant {assuming a 60% capacity
facter], we arrived ot a value of $800/kw. EIX's regulated subsidiary, Southern California
Edison, however, had an implied volue of $1,700/kw ($1.7 billion fo reduce 1,000
MW of load} for its metering program.

We beliove there are two logical takeaways from this: First, these earlystage programs will
likely fest the aggressiveness of the different stotes proposing and implementing this policy.
For instance, SoCalEd currently works to achieve a 5% reduction in peak foad, while ifs
metering program would result in an additional 5% reduction. These are lofty targss, and
stand in contrast to the more modest goals that have been set by many states. Second, in
states like California, where generation is more constrained and aggressive renewable and
reduction geals cre in place, the cost of demand reduction should tend fo be higher than it
is in Michigan, for example. I other words, the avoided costs in California are higher
than they are in Michigan, so the cost of the programs will nofurally fend 1o be more
expensive before running up against significant regulatory or rafepayer pushback.

We befieve that reductions of about 1% annually — which have besn the geals we've seen
talked about in many jurisdictions — will be achievable for at least the first four to five years
with targeted spending on very simple programs. These could involve such bosic things as
the weotherizotion of homes {$5 billion of the stimulus bill already has been earmarked for
this}, the swiltching of light bulbs, and new design standards for buildings under
consruction. We think thot reductions beyond the 5% level are going to require
substantiolly greater invesiment to get 1o the next level of incremental benefit, with costs
likely rising to maich the level of aggressiveness. The direction from the federal government
as we work through national energy policy this year will also codify the larger godls, ond
therefore give us o beffer sense for the acceptable levels of spending.

Application of Decoupling Mechanisms on the Rise

Although initially predominanily employed by the gas ufility industry, revenue decoupling
has gained momentum among U.S. electric uliliies as well. Ten stales have approved a
revenve decoupling mechanism for eleciric ulilities:  California, Connecticut, idaho,
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Maryland, Massachusells, Michiguri, Minnesola, New York, Otegon, Vermont, and
Wisconsin,  Three are panding epproval — Delaware, Howaii and New Hampshire —
according to the institule for Eleciric Efficiency. Revenue decoupling currently is in use in six

states: California, Connecticut, [daho, Maryland, New York and Oregon.

One driver behind decoupling is passed and pending federal legislation - specifically the
American Recovery ond Reinvestment Act of 2009 — and the revised climate change bill
drofted by Reps. Henry Woxman, D-Calif., and Edword Markey, DMass, which includes
targels for energy efficiency rescurce stondards, renewable enargy standards, and a cap
on carbon emissions. While the federal siimulus bill does not specifically require
decoupling, incentives need to be in place for utilities to engage in addiional energy
efficiency initictives. The sfimulus bill proves roughly $3 billion in siote energy grants, and
the Depariment of Energy has the authorily fo allocate these funds to the states, so fong as
the governor has been assured that the FUC in that state will implement regulatory policy
that aligns viility financial incentives with the successtul implementation of energy efficiency

meqasures.

Decoupling has encountered some resistance from state legislotures end commissions to
consumer advocates, likely because of the nofion that the ufility is not hurt by reduced
consumption. Conversely, however, through decoupling, a ufility will not see significant
revenues from on Increase in enargy consumplion. Generally cecepted rafesselling proclices
create an inherent financicl disincentive for ufilities to paricipate in conservation programs,
given that a successful energy usage reduction program would have a direct negative
impact on ulility revenues, and may require the ulility lo file a new generdl rale case in an
attempt to recoup the relaled reduction in eamings. As environmental concemns have
infensified, many siates have adopted compulsory energy conservation standards and
consequently, the need to mitigole the possible negative impacts of these progroms has
accelerated.  Decoupling mechonisms are now being opplied in some jurisdiclions o
encourage ulilities to invest in mondaled conservalion progroms withoul the ossociated
potential negative effect on eamings. The decoupling mechonism enables the utility fo
defer fixed distibution costs that the utility may fail to recoup through its velumetric charges
due to customers’ padicipolion in conservation programs. The uility is allowed to recover
ine deferrals associaled with the unrecovered fixed costs through @ surcharge over a pericd

of lime, generally with carrying charges on the deferred amounts.

An dliernative fo decoupling is a Straight Fixed Variable rate design, where a company's
fixed costs are fully collected through the customer's fixed monthly chaige. Consequently,
the ulility's fixed costs wifl always be recovered, regardless of the success of a compony's
conservation program, since the only volumetic chorge is for the commodity, Therefere, by
cutting back censumption, the customer would save only on the commodity pertion of the
menthly bifl.  Since these costs ore afso avoidable by the ufifity, eamings would not be
negatively impacted. While the staight fixed voriable rate design methodology provides o
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direct couse-and-effect relationship between usage and customers bill levels, and is easier
to administer than o decoupling mechanism, one noted drawback is that cusfomer rale
designs tend 1o include relatively low fixed charges, and shifing fo a fully fixed rate would

fikely result in rate increases for the residential customers.

———
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Figure 42: Barclays Capital Power and Utilities Coverage Universe
REGULATED COMP SHEET

Expecled
Cumrent  Indicated Annual Eamings per Share 5 Year 20088 2009E 2010E
Investment Prica Annual  Dividend  Curment Esl. EPS  Price/ Price/ Pricel
Opinion  Ticker Company 07/18/09  Dividend Growth Yield 2008A 2009E 2010E  (rowth Eamings Eamings Eamings
2-EW LNT Alllant Energy $26.28 $1.50 10.0% 5.7% $2.54 $2.25 $2.55 2% 1032 11.7x 10.3x
1-OW AEP American Eleclic Power $29.95 $1.56 4.6% 5.2% $3.24  $29% 5303 2% 0.2 10,3x 8.9x
1-0W CMS CMS Enargy Corp $12.33 $0.50 6.8% 4.1% $1.26  $1.27  $1.33 7% 8.9x 8.7x 9.3x
2-EW ED Conselidated Edison $37.69 $2.36 1.0% 6.3% $3,00  $3.19  $3.30 2% 12.6x 11.8% 11.4x
1-OW DPL DPL Inc $23.65 $1.14 5.0% 4.8% $2.12 3223 3265 15% 11.2x 10.6x 8.9x
2-EW DTE DTE Erergy Co $32.73 $2.12 G.1% 6.5% $290 $2.96 §3.22 0% 11.3x 11.1x 10.2x
1-OW DUK Duke Energy Corp 514.77 $0.24 4.0% 6.4% §1.21  §1.23  $i.30 1% 12.2x 12.0x 11.4x
2-EW GXP Great Plalns Energy $15.54 $0.83 2.0% 5.0% $1.16 $1.12  $1.30 2% - 13.4x 13.9x 12.0x
3-Uw HE Hawatizn Electde Inds $17.65 $1.24 0.0% T.1% $1.49  $135 138 -1% 11.8x 13.0x 12.7x
2-EW ITG ITC Heldings $43.58 $1.22 4.0% 2.8% $2.19  §227 §256 17% 18.9x 19.2¢ 17.0x
2-EW NE NiSoures ine $12.22 §0.52 0.0% 7.5% $1.27 3105 $t.04 6% 9.6x 11.6x 11.8x
2EW MU Northeast Utilitles §22.21 §0.85 5.6% 4.3% $1.87  $1.79. $2.10 13% 11.9x 12.4% 10.6x
2EW NST NSTAR $30.93 §1.50 7.0% 4.6% $2.22 $240 $2.58 5% 13.9x 12.9x 12.0x
1-oW NVE NV Energy $11.29 $0.40 10.6% 3.5% $0.80  $0.91 $1.18 13% 12.7x 12.4% 9.8x
1-OW PCG PG&E Comp $37.73 $1.68 1.9% 4.5% $2.55 $3.18 3346 8% 12.8x 11.9x 10.9x
2.EW PGN Progress Energy $371.75 $2.48 1.0% 6.6% $2.88 $296 $3.13 -1% 12.7x 12.8x 12.1%
2-Ew PR PhM Reasources $11.64 50,50 0.0% 4.3% $0.12  §0.46 $0.85 -12% 87.0x 25.3x 13.7x
RS PNW Pinnacle West Capital $30.88 52.10 G.0% 6.8% $2.2¢  $230  $2.74 -4% 13.5% 13.4x T8.3x
2-EW POM Pepco Holdings $13.86 $1.08 20% 7.8% $1.93  $t.10 3143 -1% 7.2x 12.6x 8.7x
1-OW POR Portland General $20,08 $1.02 1.5% 5.1% $1.71  $L.BD  $§1.87 13% 11.7x 11.2x 10.7x
2-EW 80 Southem Co $31.80 $1.76 5.0% 5.5% $2.37 $230 $2.45 3% 13.4x 13.8x 13.0x¢
2-EW SRE Sempra Energy $48.99 $1.66 10.0% 3.2% $4.43 $4.40 $5.05 1% 11.1% H.ix 8.7x
ZEW TE TECO Energy Inc §12.09 $0.80 4.7% 6.6% $0.86 $1.08 $1.21 0% 14.1% 11.2x 10.0x
2-EW WR Woestar Energy $19.08 51.20 2.0% B8.3% §1.27  $165 $1.75 3% 16.0x 11.6% 10.9x
1-0W WEC Wisconsin Energy Coip $41.44 $1.35 3.0% 3.0% $3.03  $3.15  $3.90 10% 13.7x 13.2x 10.6x
2-EW XEL Xcel Energy $18.94 $0.85 3.0% 5.0% $145 $1.52 51.81 8% 13.9x 12.5x 11.8x
UTILITIES {26) 4.5% 5.4% 8% 12.8% 12.3x 11.3x
S$&P 500 Index 940.7 528.48 3.0% $58.80 $55.96 §68.45 -0.0% 13.7x 16.8x 13.7x

Source: Company disclosures, FactSel, Barclays Capilal estimates

PCYWER COMP SHEET
Current

Prica Div,

Rating Ticker Company Q7HB/09  Yield
t-OW AES AES Coporation 41209 0.0% 383 A §3.200 7.2 $3,332 Tix $099 §0.97 §1.08 25x il $1.04  $16x -36% 12%
oW  AYE Alegheny Energy §2504  24% 540 0% a2 5.0x $1,238 B.4x $230 §2.20 $285 f14x  8.8x $421 5.9« 12% £2%
2EW AEE Ameren Corp. 32481 6.3% %26 8% §2,008 8.3x $2.181 7.5x $289 %283 $z70 a7 9Mx $221 14y -29% -33%
2EW CPN Cshine Carp. $t147 0.0% 48 -30% 31,188 10.3x $1,08¢ iz (50.03) $0.42 ($0.14) 275t WM 5000  HM 8% 274
2-EW CEG ConslelfafionEnergy Corp  $27.89  3.4%  §43 54% $1.729 B3 $i.20 6.4x $1.67 §3.45 $318 85 38x $321  arx 153% 02%
1-0W  CVA  Covanta Holdngs 31768 0.0%  #15 -158% §505 7.7 $530 I3x $020 074 $100 239 1L 5059 17.&x 4% 28%
Fas) D Dominion Resources Ine §3317  48% §35 5% $4.654 7.6x $5635 B.3x §318 §3.08 $319 108x  (04x $260 1248x -0.3% 03%
2EW DTN gy [no. $2.03 0.0% 34 113% §435 11.9x 5795 7.5x $0.03 (§0.06) $0.05 RM HM {§0.£8) KM 0.7% 1.3%
Z-EW £ Edison Intenational $3145  3.0% E17) /% $3654 [ $4.581 X3 $384 3288 322 109x  9.8x §192 16.4x -£8%  -36%
-0  ETR Entergy Corp $7564  S0% St A% $3293 G.8x $3,800 59x $551 %676 $7.28 2 104x $5.58  13.6x 53% &%
RS EXC Exelon $51.93  3.9% NA NA $55H1 T.7x $8.950 8.2¢ §420 402 §428 129 125k $364 143 65% £.9%
1-OW _FE FirstEnergy Cop $4030 S4%  $38 37% $3.765 6.5x $3510 T.4x $457 375 347 109x 11.8x  $393 104x 33% 4%
1-0W  FPL  FPL Grouping $57.97  34% 359 2% §4.4589 8.5 54,093 Bix $384 3423 5478 1340 128 $356  145x 27% AT%
22EW MR MiantCop $16.16  00% 1] -42% $481 T4 $633 482 $260 $256 SE63 B63x 106x $012 KM 45% -13%
RS NRG NRO Energy $2472  0.0% WA NA $1.798 6.%x $2,212 &.5x j252 $292 241 85 10.3x $1.10 225« TI% 56%
2EW ORA Crmal technologies $38.01  05% 32 -16% §168 27x $159 12.5x $1.92 8120 $tds I26x_ 28.8x $1.54 25.4x 37% §.0%
1-OW  PPL  PPL Cermporation $3280 42% [13] 5% $3.098 6.6x 53070 B 7x $202 $173 5352 1900 93x 4357 92 12% 26%
§-OW PEG Public Senice Entip Group $32.47  4.1% 4 %% §4.382 6.4x 34,176 5.6x $292 §311 $342 104x  10.4x 408 74 3% 33%
2EW RRI RRIEnergy, inc. $5.02 0.0% $11 8% $413 8.0x 4507 £.9% {$0.13) (s0.85) $0.18 HM 270« $0.21 M £2% 120%
Group Average {§9) 3.4% 18.6% 7.5x §.8x 12.5x  10.8x 12.1x 2.5% 1.4%

Sowrce: Bardlays Capifal esimales, FaciSel

Source: Borclays Capital Estmates, FociSel, Company Disclosutes
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Appendix
Figure 43: 2005 Raie Case Outcomes
Yleld on Yield on
Allowed 10-Year  Spread  Moodys Spread
Date . Company Stale ROE Treasury {bps) Baa {bps}

04/06/05  South Cardina Elecrric & Gas sC 10.70% 4.26% 64t 6.13% 457
01/28/05 Aquila Networks-WPK KS 10.50% 4.16% 634 591% 459
02/18/05 Puget Sound Energy WA 10.30% 4.27% 803 589% 441
02125/05 PacifiCorp ut 10.50% 4.27% 623 580% 461
03/10/05 Empire Distict Eleclric MG 11.00% 4.48% 652 5.99% 501
03718105 Dominlay Norh Cardina Pawer NC - - - - -
03/24/05 Consdidated Edison of NY NY 10.30% 4.60% 570 6.18% 412
0331/05 Texas-New Mexico Power TX 10.25% 4.50% 575 6.14% 411

1st Quarter Averages 10.51% 4.37% 614 6.02% 449
04/04/05  Central Vermont Public Senvice VT 16.00% 4.47% 553 B8.12% 3es
04/07/05 Artzona Public Sendce AZ 10.25% 4.49% 578 6.14% 411
05/02/05 Public Sevos Go. of Oklahoma QK - - - - — -
05/18/05 Entergy Louldlana LA 10.25% 4.07% 618 5.95% 426
05/£8/05 Wisconsin Efeclic Power wi - - - - -
05/25/05 Savannah Elediric & Powar GA 10.75% 4.080% 667 5.99% 476
0526105 Allartic City Electlric NS 9.76% 4.08% 567 5.99% 376
05/26/05 Idaho Pawer D - - - - -
06/01/05  Jersey Cenlrd Power & Light NJ 9.75% 361% 584 582% 393
06/08/05  Public Service New Hampshire NH 8.62% 3.95% 567 5.77%4 385

2nd Quarter Averages 10.05% 4,16% 590 5.97% 408
07/49/05 Wisconsin Power & Light wi 14.50% 4.20% 7% 5.98% 552
07122105 PacifiCorp D - - - . - -
08/05/05 Cap Rock Energy X 1.75% 4.40% 735 6.07% 568
08/15/05 AEP Texas Cenlral T 10.13% 4.27% 586 5.98% 415
09/28/05 PacifiCorp CR 10.00% 4.26% 5§74 6.08% 392

3rd Quarter Averages 10.85% 4.28% 656 6.03% 482
12/09/05 Empira Distict Electric KS - - - -- -
1272105 Madison Gas & Eleciric wi 11.00% 4.56% 644 542% 458
12/13/05 OGE Eledric Sendce OK H0.75% 4.54% 624 6.42% 433
12/16/05 Pacific Gas & Electdc CA 11.35% 4.45% 883 6.30% 505
121605 San Dlego Gas & Electls CA 10.70% 4.45% 825 6.30% 440
12/16/05 Southem Cakfornla Edison CA 11.60% 4.45% 715 6.30% 530
12725105 Cincinnali Gas & Eleciric OH 10.29% 4.49% 580 6.33% aeg
12121195 Avisla Wa 10.40% 4.43% 591 6.33% 407
12122105 Consumers Energy Mi 11,16% 4.44% 671 6.2T% 488
12,2205 Wisconsin Public Sendice wi 11.00% 4.44% 656 8.27% 473
12/28105 Waeslar Energy North KS 10.00% 4.38% 6562 6.20% 380
£2/28/05 Kansas Gas & Blectde KS 10.00% 4.38% 562 6.2006 380
12/28/05 Dayton Power & Light OH - - - - -
12/30/05 NSTAR Electic Ma, - - - - -

Ath Quarter Ayerages 10,75% 4.46% 62 8.10% 445

| 2005 Average 10.54% 4.32% 622 6.08% 46 |
Source: SNL Finencial, Federal Reserve
|
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Figure 44: 2006 Rate Case Oulcomes

Yield on Tield on
Allowed 10-Year Spread Hoodys Spread
Date Company Stale ROE Treasury {bps) Baa {bps)
01/05/08 Norhern States Pover wi 11.00% 4.36% 664 6.20% 480
01425106 Wisconsin Electic Power wi - - - - -
01/27/08 United luminating cT 9.75% 4.52% 523 B.30%% 345
02723006 Aquia Networks-MPS MO - - - - -
02/23/06 Aquita Networks-L&P MO - - - - -
03/03/08 Interstate Power & Light MN 10.39% 4.68% 571 6.35% 404
03/14/06 Kentudky Power Ky - - - - -
03/24/06 PactiCorp wy - - - - -
03/29/06 Entergy Gulf States LA - - - - -
1st Quarler Averages 10.38% 4.52% 535 6.28% 410
0411706 PacifiCorp WA 10.20% 5.01% 519 8.71% 349
04/18/06 MidAmerican Enamgy 1A 11.90% 4.89% g1 8.60% 521
04/26/06 Sierra Paciic Power N 10.60% 512% 548 8.76% 384
05/12/06 idaho Power j[v] - - - - -
08/17/06  Southern Califemia Edison™ CA 11.60% 5.16% 644 6.82% 478
08/06/06 Demarva Power & Light DE 10.00% 5.01% 499 6.66% 334
06/127/06 Upper Peninsula Power Mi 10,76% 521% 554 6.91% 384
2nd Quarter Averages 10.84% 5.08% 678 6.76% 408
07/06/08 Maine Pubic Serdice ME 10.20% 5.19% 501 8.85% 335
07/24/08  Cenrfral Hudson Gas & Hediric NY 960% 5.05% 455 6.74% 286
07/26/08 Appalachlan Power v 10.50% 5.04% 548 8.72% 378
07128/06 Comimonwealh Edison It 10.05% 5.00% 506 6.67% 333
08/2308  New York Stale Eledric & Gas NY 9.556% 4.82% 473 6.54% 30
08/31/08 Detroit Edisan Mi 11.00% 4.74% [57:3) 8.47% 453
Q90108 Morhern Slafes Power ¥N 10.54% 4.73% 581 8.46% 408
09/05/06 CenterPolnt Energy Houson Elec ™ - - - - -
09/14/06 PacHiCorp CR 10.00% 4.78% 52 B.49% 351
3rd Quarter Averages 10.18% 4.92% &26 6.62% 356
10/06/06 Uniti Energy Sysiems NH 2.687% 4.70% 497 5.43% 324
10/27/06 Entergy New Orleans LA - - - - -
1121/08 Ddmarva Power & Light DE - - - - -
112106 Ceniral [Rinols Light IL 10.12% 4.58% 554 8.168% 394
11121106 Cantral [Enols Public Service L 10.068% 4.58% 550 8.168% 380
11124/06 Iiinols Power IL 10.08% 4.58% 550 8.15% 390
12/H /06 Duguesne Light PA - - - - -
12/04/08 PadfCorp uT 10.25% 4.43% 582 6.08% 417
12/01/06 Pubflc Service of Colorado co 10.50% 4.43% 607 6.08% 447
12/04/06 Kansas City Power & Light KS - - - - ~
12/07/06  Ceniral Verrnont Public Sence VT 10.75% 4.49% 628 6.13% 462
12114706 Weslem Massachusetts Eleclric MA - - - - -
1211805 PacfCorp s} - - - - -
12121106 Duke Energy Kenhicky KY - - - -- -
1221106 Emgire District Eledric MO 10.80% 4,55% 635 8.23% 467
12/24/08 Kansas City Pover & Light MO 11.25% 4.55% 670 6.23% 502
12722/58 Green Moulain Power VT 10.25% 4.63% 62 8.300% 385
12128106 Black Hills Power S0 - 4,70% - - -
4th Quarler Averages 10.39% 4.57% 582 6.20% 418
2006 Average 10.45% 4.27% 567 6.47% 3898 |
{1} ROE was defamined in previously dedded cosl of caplaldecision
Source: SNI Finonciol, Federal Reserve
|
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Figure 45: 2007 Rate Case Outcomes

Allawed 10-Year  Spread  Moodys  Spread

Date Campany Stata ROE Treas. Yield {bps) Baa Yield [bps)
o1/0507 Okiahoma Gas And Electric AR 10.00% 4.65% 535 825% 75
oi o7 Wisconsin Power & Light Ca. wi 108086 4.74% €06 63% 47
o107 Pennsyvania Electrio Co. PA 10.10% 4.74% 538 633% 7
Hi1ior Matropo¥itan Edson Co, PA 10.16% 4.74% 538 633% 377
o1/12/07 Portland General Electric Ca. OR 10,105 4.77% 53 838% 374
/0807 PPL Gas Utitties PA 1B40% 4.73% 567 828% 412
03507 Pacific Gas and Badlic Co. CA 1135% 4.54% 631 824% 51
03/20607 = Dalmava Power & Light Co. DE 1025% 4.56% 5869 827% 398
Br22/07 Rocldand Beclic Cempany NJ 8.75% 4.60% 515 635% Ho
G3122/07 Southen Union Co. MO 10.50% 4.60% 590 635% 415

1st Quarer Averages 10.35% 485% 559 8.31% 404
51E07 Appefachian Power VA 10.00% 471% 529 838% 364
05117/07 Aquila (VPS) MO B25% 4.78% 549 840% 285
05707 Aqula (L&) MO 1025% A4.76% 549 8.40% 285
[ =teriarg Monongahela PoasfPotomas Ed. wv 1050% 4.83% 67 648% 404
05/22/07 Urlon Electdc MO 1020% 4.83% 837 848% 374
0512307 Nevada Power Ky 1070 4.86% 584 6.45% 421
0512507  Public Servica of New Hampshire NH #.67% 4.86% 481 648% 318
WIOGO7 Cascade Natural Gas or 10.10% 488% 512 855% 55
06/1V07 Northem Stales Fovar ND 0.75% 5.20% 555 &78% 397
0e/1s07 En%ergy Atkansas AR 9,90% 5.16% 474 &76% 3t4
[ 2lrtarg Padfcorp WA 1020% 5.16% 504 BT6% 344
os/z07 Appdachian Poser Wv 10504 5.14% 56 - B74% 36
[e:17:rg Arizora Public Servite Az 1075% 5.92% 553 672% 403
oarze07 Yankea Gas Services or 10105 5.08% 57 662% k1)
06/2%07 Pubiic Sarvice of New Madts N6 9.55% 503% - 450 662% 291
2ntd Quarter Averages 1023% 4.95% 628 B.57% 5
o7ie3/07 Public Servica of Colorade co 025% 505% 526 665% B0
orieior Granite State Bectric NH 8.67% 513% 454 a72% 295
oriar Arkansas Westem Gas AR 9.50% S51% 439 8.70% 280
orHwor Delmarva Power & Light MO 10.00% 5.04% 496 6683% 337
0711507 Polomac Hechie Power MD 1000% 5.04% 496 6.63% 337
oFiza07 Aquia NE 10.40% 4.94% 845 B859% 3Bt
oe/ouor? Southern Indiana Gas 8 Electris IN 10.15% 4.78% 538 £62% 83
0871507 Southen indiana Gas & Electric 1N 1040% 469% 571 a72% 38
821107 Consumers Energy M - 4.60% - - -
oarzaot Columtia Gas of Kenlucky Ky 1050% 4.57% 593 BE2% 333
mHwo? Norlhem States Sower - MN MM 9.71% 4.4% 637 B847% 24
MY07 ‘Washinglon Gas & Light VA 10.00% 4.53% 87 6.64% X6
L912507 Conscidated Bdison of NY Ny 9.70% 463% 547 665% 305
. 3rd Quarter Averages 10.02% 4.80% 520 B8.64% s
1010907 Almos Energy ™ 10458% 465% 583 &59% 339
1e/007 Public Service of Okdshoma OK 10.00% 4.67% 533 8.57% 343
1CH&07 Crange and Rockland Uilties NY 9.10% 4.52% 458 B46% 264
10107 Deita Naturdl Gas KY 1050% 441% 609 833% 412
1002507 CenterPoint Energy Resoroas AR 9.65% 437% 828 838% 329
10131007 Bedric Transmission Taxas > 8.96% 4.48% B4a 6.47% e
Hisor Washlngton Gas & E3ght MD . 1000% 4.17% 533 639% Wt
o7 Arkansas Oklahana Gas AR 9.90% 406% 584 841% 349
1142707 UNS Gas AZ 000% 3.95% 605 3¢5 354
1172907 Cheyeanne Ught, Fue!, & Power WY 090% 3H% 698 68.40% 450
1240607 Kansas City Power & Light MO 10.76% 4.02% 873 661% 414
12407 AEP Cen¥rdl Texas ™> 9.9%5% 4.18% 578 B78% 320
21407 Madison Gas & Eleclic Wi 10.80% 4.24% 656 a73% 401
12407 South Carofina Hecric & Gas sC 10.70% 4.24% 846 679% 391
211807 HNorthwestemn Energy Division NE 1040% 4.14% 626 GES% 374
f2reo7 AMsta Corperation WA 1020% 4.06% 814 - 8680% 30
priFaiizg [hike Energy Carofinas NG 11.00% 4.04% B96 8.55% 445
120007 Bangor Hydro Electric ME 0204 4.04% 618 6.55% 5
1221107 Pacifc(Gas an Elecliic CA 11.35% 4.18% 717 BE3% 47
1272107 Ban Diego Gas & Beclric CA 11.10% 4.18% o2 #68% 442
12r2u07 Scuthem Caifomnia Edison CA 11504 4.18% 7z &68% 482
T22ua? Brookdyn Unlen Gas NY 9.80% 4.18% 552 868% 312
t2iz3i07 KeySpan Gas East Y 8.80% 4.18% 852 6E3% 312
124207 Natlona Fuel Gas Distibuion NY 9.10%% 4.18% 492 BE3% 242
1228007 Padfcop 1D i0625% 4.11% 614 8.62% 33
12131507 Gaorgla Fower GA 1125% 4.04% 21 656% 459
4th Quarter Averages 1033% 4.19% 512 6.57% 316
I 2007 Average 1023% 485% 557 6.52% FEEN |

Sovree: SMI Financiol, Federal Reserve
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Figure 46: 2008 Rale Case Outcomes

Allowed 10Year  Spread  Moodys  Spread

Data Company State ROE Treas. Yield _ {bps) Baa Yield {bps)
01/08/08  Northern States Power Co-WE wi 10.75% 3.86% 689 6.49% 426
01/08/08  Norlhern States Power Co-Wi wi 10.75% 3.86% 689 6.48% 426
01/17/08  WisconsinElediric Power Co. wit 10.75% 3.66% 709 B.A7% 428
01117/08  Wisconsin Eledric Power Co. wit 10.75% 365% 709 6.47% 428
o178 Wisconsn Gas LLC Wi 10.75% 3.66% 769 £.47% 428
01/28/08 Caneclicut Light & Power Ca cT 8.40% 3.61% 579 6.58% 282
01£30/08 Polomac Electic Power Co. bC 10.00% 3.78% 622 6.72% 328
01£31/08 Cenlral Vermont Public Servica A1) 10.71% 3.67% 704 6.63% 468
02/05/08 North Shora Gas Co. iL 8.99% 361% 638 B.62% 337
02/05/08  Peoples Gas Light & Coke Co. It 10.15% 361% 658 | 6.62% 357
0A13/108 IndanaGas Co. IN 10.20% 3.70% 650 6.81% 339
02/29/08  Fitchburg Gas & Electric Light MA 10.25% 353% 672 6.75% 350
03412108 PasfiCorp Wy 10.25% 3.49% 676 6.88% 337
03/25/08 Corsolidaled Edison Co. of NY NY 8.10% 3.51% 559 6.80% 220
03131508 Avisla Comp. OR 10.00% 3.45% 855 6.50% 310

1st Quarter Averages 10.28% 3.84% 681 6.65% 360
cdr2/08 MDU Resources Group ine. MT 10.25% 3.74% 851 B.95% 330
04124108 Public Servica Co. of KM NM 10.10% 3.87% 623 7.00% 310
85101108 Hawagan Electic Ca. Hl 10.70% 3.78% £92 6.82% 388
05/27/108 UNS Electicinc. A2 10.00% 3.93% 607 7.01% 299
05/28/08 Duka Energy Ohio fnc. OH 10.50% 4.03% 847 7.06% 344
0610108 Consumers Energy Co. MI 10.70% 4.11% 658 7.05% 385
05124108 Almos Energy Cap, % 10,00% 4.10% 590 7.08% 292
08127108 Siera Pacific Power Co, N 10.60% 3.99% 661 7.03% 357
06427108 Appalachian Power Cou wv 10.50% 3.59% 651 7.03% 47
0627108 Questar Gas Co, uT 10.00% 3.99% 601 7.03% 297
2nd Quarter Averages 10.34% 3.95% 628 1.01% 333
07410/08 Oller FTai Corp. MN 10.43% 3.83% 650 7.00% 343
07/16/08  Orange & Rocifand Uilts Irc. NY 9.40% 347% 543 721% 219
07fa0ks Empire Distict Electric Ca MO 10.80% 4.07% 673 T24% 356
07/31/08  San Dlego Gas & Eledric Co. cA 10.70% 3.99% 671 T21% 249
0731108 San Diego Gas & Eledric Go. CA 10.70% 3.99% 671 7.21% 342
Q713108 Souhern Califomia Gas Co. CA 10.82% 3.89% 683 7.21% a6t
08/11/08 PacifiCorp ut 16.25% 3.89% 626 7.23% 302
08/26/08 Southweslem Pubfc Sernvice Co NM 10.18% 3.78% 639 7.10% 308
8BI27/108 SowrceGas Distibution LLGC cO $0.25% 3T1% 848 7.07% 318
09/02/108 Chesapeake Ulifttes Corp. DE 10.25% 3.74% 851 7.07% 318
09/10/08 Commeonweath Edison Co. IL 10.30% 3.65% 865 7.02% 328
Q9117108 Almos Energy Carp, GA 10.70% 3.41% 725 7.25% 345
08/24/08 Centrai llinois Light Co. iL 10.65% 3.80% 885 7.58% 307
09124108 Cenlral Wineis Public iL 10.65% 3.80% 685 1.58% 307
08124108 inois Power Co. it 10.65% 3.80% BB5 7.58% o7
0812408 Cenfrat litnols Light Co. L 10.68% 3.80% 688 7.58% 310
09124108 Central itinois Public iL 10.68% 3.80% 688 7.58% 310
09124108 Ienols Power Co. L 10.68% 3.80% 688 7.58% 310
09/30/08 Avista Cormp, 1D 10.20% 3.85% 635 7.85% 235
09/30/08 Avista Corp. D 10.20% 3.85% 635 7.85% 235
3rd Quarter Averages 10.46% 3.83% 662 7.36% 31
j0/03/08  Naw Jersoy Natural Gas Ca NJ 10.30% 363% B&7 7.58% 232
10/08/08 Puget Sound Energy Inc. WA 10.15% 372% 643 B8.21% 194
10/08/08 Puget Sound Energy Inc. wa 16.15% 3T72% 643 8.21% 194
10722108  CerlerPolnt Enemgy Resourcss TX 10.06% 3.91% 615 9.43% &3
10124108 Piedmont Nalural Gas Co, NC 10,60% 3.76% 684 9.30% 138
10/24/08 Public Service Co. of NC NC 10.60% 3.76% £84 9.30% 13¢
11/17/08 Appalachian Power Ca VA 10.20% 3.68% 852 9.26% o4
14121108 Sauthwast Gas Corp. CA 10.50% 3.20% 730 9.06% 142
1t421/08 Sauthwest Gas Cormp. CA 10.50% 3.20% 730 908% 142
11#21/08 Sauttwest Gas Corp. CA 10.50% 3.20% 730 9,08% 142
11424108 MNarraganseil Electic Co. R 10,50% 3.35% 715 9.21% 129
12101108 TFucsonEledric Power Go. AZ 10.25% 272% 753 8.84% 141
1223/08 Columbia Gas o Ohio Inc OH 10.38% 2.18% 821 8.12% 227
12423108 Detoit Edisen Co. Mi 11.00% 2.18% 882 8.12% 288
12124108 Southwest Gas Corp. AZ 10.06% 2.20% 783 8.10% 180
12/26/08 Northwest Natural Gas Co. WA 10.18% 2.16% 794 8.06% 204
12/29/08  Portland General Eledric Co. CR 10.10% 2.13% 797 8.05% 205
12129408 Avista Gomp, WA, 10.20% 2.13% 807 8.05% 215
j2/29108 Avista Comp. WA, 10.20% 2.13% 807 8.05% 215
42131108 Northem States Power Co. -MN ND 10.75% 2.25% as50 B8.07% 268
4th Quarter Averages 10.35% 2.96% 739 8.58% 177

[ 2008 Average 10.35% 3.60% 675 7.40% 285 |

Source: SN Financial, Federal Reserve
|
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Figure 47: 1Q09 Rale Case Outcomes

Yield on Yield on
Allowed 10-Year Spread Moodys Spread
Date Company State ROE Treasury {bps) Baa (bps)

0111409 Publie Sendce of Oklahoma OK 10.50% 2.24% 85 7.92% 258
o1/21/09 Toledo Edison Co. CH 10.50% 2.56% 7™ 8.14% 238
01/21/09 Ohlo Edison Co, OH 10.50% 2.56% 7o 8.14% 235
01421109 Cleveland Eleclic fuminating Co OH - 10.50% 2.56% T4 8.14% 238
0127109 Unlon Electic Ce. Mo 10.76% 2.59% 817 B.06% 270
01/30/09 idaho Power Co. 1D 10.50% 2.87% 7683 8.25% 225
02/04/09 Lhited fuminaling Co. cT 8.75% 2.95% 530 8.24% 51
03104109 Indiana Michigan Pover IN 10.50% 3.04% 749 8.32% 218
03/12/69 Southem Caffornia Edison CA 11.50% 2.89% 861 8.41% 309
03N7/09 Tampa Electic Co. FL 8.11% 3.02% 503 8.62% 51
01/13/08  Michigan Gas Uiifites Corp, Mt 10.45% 2.33% 812 8.05% 240
02/02/09 New England Gas Co, Ma 10.05% 2.76% = B.0%% 186
030909 Afmos Energy Corp., TN 10.30% 2.89% kLT B25% 201
03/25/08 Northern I8inois Gas Co. IL 10.17% 2.81% 73 8.60% 157

1st Quarter Averages 10.22% 2.72% 750 8.23% 199

Source: SNI Finonciol, Federol Reserve

]
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Figure 48: Electricity Rates, by Customer Class

(cents / kivh)

State Residential Commercial Industrial _Total /Avg.
Idaho 697 5,67 455 566
Woest Virginia 7.02 6.02 4.17 554
North Dakota 754 6.74 5.54 665
Washington 757 B8.73 48 6.6
Kentucky 7.71 7.12 4.84 6.16
Nebraska 787 6.59 5.12 6.53
Missouri 8.01 68 4,98 6.84
Wyaoming 8.16 5.67 4,52 567
South Dakola 826 6.81 53 7.07
Utah 8.37 6.8 47 661
Oregon 854 7.63 4.93 727
Tennessee 855 8.74 6.14 7.84
Indiana 876 7.67 5,49 701
Mentana 916 8.48 6.4 8
Kansas 817 7.7 NV 7.7
Qklzhoma 945 8.21 6.08 8.13
Arkansas 949 7.73 5.98 7.74
Virginia 955 7.24 5.54 787
Minnasota 9861 7.82 5.99 7.77
lowa 966 7.24 49 699
North Carolina 968 7.64 559 8.06
South Carolina 998 8.48 NV 787
New Mexico 10.02 8.65 6.45 8.38
COhio 10.13 2.19 6.19 839
Georgia 10.14 8.18 6.69 895
Colorado 1017 8.65 864
Alabama 10.24 97 845
Mississippi 10.34 9.96 8.92
Arizona 10.35 8.95 821
Louisiana 10.55 1029 059
Hiinois 10.82 8.78 895
Michigan
Us ot

Wisconsin 11.44 9.19 6.62 8.93

Pennsyivania 11.47 9.41 7.04 9.36
Florida 11.6 10.06 8.27 10.7
Nevada 11.87 10,14 823 10.02
District of Columbia 12.64 13.76 11.55 13.56
Texas 12.94 10.8 8.97 11.07
Maryland 13.67 12.79 1046 12.94
Delaware 13.88 12.04 1025 12,28
Californla 14,37 13142 1028 13
Vemont 14.6 12,5 M 12,31
New Hampshire 15.58 14.2 13.12 14.54
Maine 15.98 1299 11.88 13.72
New Jersey 16.01 14.9 12.55 15.04
Alaska 16.35 13.14 14.26 14.45
Rhode ksland 17.26 1525 14.08 15.88
Massachusetts 17.38 181 14 .41 16.24
New Yorik 18.56 16956 1028 16.75
Connecticut 19.29 1596 13.8 16.88
Hawaii 3273 2997 26.33 29.48
Source: ElA.
]
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Figure 49: Ranking of State Utility Commissions

ﬁaw Jf)T’ower
Commission ) Score Rank Score
Kentucky Public Service Commission 7.29 1 710
Wyoming Public Service Commission 7.28 1
lowa Ulities Board 7.32 3 708
ldaho Public Utilities Commission 7.39 4
North Carolina Utilities Commission 7.57 5 719
Florida Public Sevice Commission 7.86 6 700
Mnnesota Public Utilities Commission 7.93 7 698
Ohio Public Ltifities Commission 7.96 8 668
Alabama Public Service Commission 8.00 9 723
Colorado Public Utilities Commission 8.00 g 694
Georgia Public Service Commission : 8.00 9 723
Oklahoma Corporation Commission 8.04 12 697
Texas Public Utility Commission 8.04 12 658
Michigan Public Service Commission 8.11 14 877
North Dakota Public Service Commission 8,11 14
Califomia Public Utilities Commission 8.18 16 681
Indiana Ulility Regulatory Commission 8.25 7 " 669
Kansas Comoration Commission 8.29 18 653
South Carolina Public Service Commission 8.32 12 703
Wisconsin Public Service Commission 8.39 2 693
Arkansas Public Service Commission 8.46 21 654
Virginia State Corporation Commission 8.46 21 679
Delaware Public Service Commission 8.50 23 654
Massachusetts Dept of Tele and Energy 8.61 24 650
Oregon Public Utility Commission 8.64 25 691
Washington Utils and Trans Commission - 864 25 877
Utah Public Service Commission 8.75 27 678
Hawaii Public Utilities Commission 8.79 28
Ilinois Commerce Commission 8.86 29 617
District of Columbia Public Sve Commission 8.93 2 654
Wesi Virginia Pullic Service Commission 8.93 0
Mississippi Public Service Commission 8.96 2 689
Misscuri Public Service Commission 8.98 2 653
South Dakota Public Utilities Commission 8.96 3 636
Nevada Public Utilities Commission 9.18 3B 639
Louisiana Public Service Commission 8.36 ¥ 682
Vemmont Public Service Board 9,39 37
New Jersey Board of Public Utilities 9.68 38 859
Maine Public Utilities Commission 9.71 X 677
Pemsylvania Public Utility Commission 0.89 40 691
New Hampshire Public Utilities Commission 9.93 41 646
Maryland Public Service Commission - 10.00 42 623
New York Public Service Commission 10.04 43 645
Rhode Island Public Utiliies Commission 10.07 4 846
Connecticut Department of Pub Utility Control 10.32 45 641
Arizora Corporation Commission 10.46 48 698
Montana Public Sevice Commission 10.50 47 636
New Mexico Public Regulation Commission 10.57 48 667

Source: SNI financiol, b Power & Asscciotes, Barclays Capitel estimales.
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Figure 50: Siate Regulatory Staff Contacts
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Darene Standtay
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Dravid Banner
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Mika Parvinan
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Damall Zloamkea
Danlze Parrish
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Dlrsctor, Energy Division
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Intarim Exscutive Director
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Public Spokesperson

Exacutive Diractar

Exacullve Secret

Deputy Assistant Sacratary, Wilitlas
Audlt Dlrector

Econemlist Direstor
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Secretary
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BHONE
B44-24 20896
344-242-2850
BO2-542-3031
502-542-0844
|O2-542-4254
501-682-1794
501-882-1794
416-703-1721
4156-703-3008

203.894-2012
303-B8234-2007
30.894.2047
BG6O-B27-Z20670
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202-628-5156
850-4123-2088
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850-413-8071
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225-342-4427
225-342-4416
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Daeputy Director. Etectric and Talacom
Dir, Adm. Division and @enerat Counsel
Chiet Clerk

Director of Publlc Utllittea Bivision
Directar, LHitities Department
Communications Liason
Commisslon Secretary
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John.iree@@psc.alabama.gov
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Figure 51: Staie Regulatory Commissioners, A-M
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Figure 52: State Regulatory Commissioners, M-W
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On September 26, 2008, Barclays Capital ocquired Lehmon Brothers' North American invastment hanking, copitol markefs, ond private investment management businesses.
Al rafings and price fesgels priot fo the ocquisition dote telate to coverage undsr Lehmon Biothers Inc.

Analyst Certificotion:
We, Donied Ford, CFA, Gregg Orrll, Theodore W. Brooks, CFA and Ross A. Fowder, hereby cerfify (1) thet the views sxpressed in this researeh report accurately reflect our personal views abaut

any or oflof the subect securities or issuers referred 1o in this research report and (2) no part of our compensation was, is or will be directy or indiracity reloted to the specific
recommendaions o views sxpressed in this resserch repor.
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Impartant Disclosures:

American Electric Power [AEP) USs$ 28.59 (09-Jul-2009) 1-Overweight / 2-Neutral

Roting and Price Target Chart:

AMERICAN ELECTRIC POWER CO. iNC.
As of 05-Jul-2009

Currency = USD

2200 F T L] 1 T 1 T 1 F F LR | T T T ) F T T T F F T T F T Ll T T T F T T F
7-06 1008 1-07 4.07 707 1007 1-08 408 708 10-08 109 4.09 7-09
— Closing Pifce A Pice Farget

@ Recommendation Change X Drop Coverage
Sovrce: FactSef

Cemsncy=Us$

Data Closing Price Rating Prico Torget Date (losing Price Rating Price Taiget
Q6:Apr07 26.32 33.00 050a07 41597 52.00
19Ma:09 28.01 3700 3+ 4349 "~ 49.00
300y 31.35 41.00 22N 07 4888 |- 55.00
151009 3176 39.00 22-hy07 48.88 | 1 -Dverweight

05-Jon? 3347 4200 J10ct0b 4143 44.00
03Hov08 RrE] 4100 10006 3931 4200
15JuH08 39.75 48.00 21-H06 35.88 4000
21007 §6.51 51.00

FOR EXPLANATICNS OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE BACK PAGE.

Borclays Copitol and,/or Lehmen Brothers Ine. and/or one of their offifizies hos manoged or comanaged within the past 12 months o 144A and/or pubic offering of securities for Americon Electic

Power.

Barclays Capital and /or on afffiate makes o marke? or provides Equidity in tha securifies of American Eleciric Power.

Barchys Capital and /or Lehmon Brothers Inc. and /ot one of their offiiates has received compensation for invesiment banking services from Amedican Electric Power in the past 12 months.
Borclays Capifal ond /or an oiffiote expedts to receive or intends fo seek compensation for investment hanking services from American Fleciric Power within the sext 3 menths,

Bosclays Copital and,/or one of their affiates beneficiofy owns 1% or mote of any dloss of common equity securifies of American Hadtric Power.

Barcloys Capital and,/or on offifiate troda regularly in the shares of American Eleciric Power, .

Borclays Copited and /or Lehman Brothers Inc. and /or one of their offifiates hos received nonnvestment banking reloted compensation from American Electric Power within the Jost 12 months.
American Hectic Power is or during the past 12 months has been un investment banking dient of Burclays Capital and/or Lehman Brothers Inc. and//or one of their offifiates,

American Hectic Power is or duiing the last 12 menths has been a nordnvestment banking ehent {secusities telated services} of Barclays Copitol and /o Lebman Brothess Inc. and/or ong of their

affiliates.
American Electric Power is o1 during the Jost 12 months has been o noninvestment banking cient (non-securities refafed senvices) of Burdays Capital and//or Lehman Brothers In. and//or ane of theie

affifiates.
Risks Which May Impede the Achlevament of the Price Torget; ey risks induds wholasule commodity pricas, state and federal requlation, inteast rates, ond asset sols exsaution.
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Ulilifies

Important Disclosures Continued:

CMS Energy (CMS) ' US$ 11.81 {09-Jul-2009) 1-Overweight / 2-Neutral
Raling and Price Target Chait;
CMS ENERGY CORP.
As of 06-1u1-2009
'"f:jJﬂ'Eﬂq= uso

2000 - - - 1

18.00

1600 A

14.00

12.00 4

10.00 4

a"m?-as’ 1008 107 4-07 707 1007 108 408 708’ 10.08 .08 4.9 709
— Closing Price A Price Target
@® Recommendation Change X Drop Coverage
Source: FaciSel
Conianey=UsS
Date Closing Pilce Rating Piice Torget Date Closing Prica Rating Price Tergal
284009 .87 14.08 01-4or8 13.78 17.00
25Feb03 .75 13.00 25Jon8 15.22 18.00
14-0¢+08 10.00 14.00 134p107 133 19.00
140208 10.06 | 1 Dverweight 26:Jon)? 147} 18.00
2656008 1292 16.00 02ov06 15.02 17.00
054008 1349 16,56 25006 13.98 16.00
05Mep08 14.60 18.00

FOR EXPEANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE BACK PAGE.

Barclays Copétal and//or Lehman Brothers Inc, and,/or one of their offiates has menoged of co-managed within the past 12 months o 144 and,/or public offering of secuiities for EMS Enerqy.
Barclays Copitol and/or o uffiate makes o morket o provides fiuidity in the securitias of CMS Energy.

Bavclays Capital and/or an afffinte trode regulerly in the shores of CMS Erergy.

Barclays Copital andy/or Lehman Brotfers Inc. ond /or on of thei offifates hos received nonvinvestment banking elated compensation fom EMS Enexgy wittin the last 12 months,

CMS Energy is or during the fost 12 months has been a noninvestment bonking cient (secuites selated senvices} of Burdays Capitl and /o1 Lehman Brothess fnc. and/or one of their oéfifates.
CMS Energy is or during the fost 12 months hes been a non-nvestment bonking dient {nor-secusifes relafed services) of Borclays Capital and/or Lehman Brothers Inc. and /or cne of their affiates.
Burchays Copitol s nssociated with speciofst fim Bordiays Copital Morket Mokers whe makes o murket in TS Energy stock. At aay given fime, Hhe associated speciolist moy have “ong” or “short®
inventory positio in the stock; and the assodated specilist may be on the appasite sids of orders executed on the Floor of the Exchange in the stock. Borclays Capitaf and /ot an offiiate mokes o
market in the securities of this company.

Risks Which May lmpede the Achlevement of the Price Torget: CMS Enegy faces sisk from Mickigon uiity segulafion, commodity prices, ond interest rates,

S
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Utilitles

Important Disclosures Conlinued:

DPL Inc. (DPL)
Rating and Price Target Chaort:

USs$ 22.80 (09-Jul-2009)

1-Overweight / 2-Neutral

DPLINC,
As of 08-Ju-2009
38.00 Cumrency = USD
36.00 A
A

34.00 4

32.00 4

30.60 4

28,00 -|

26.00

24.00

22.00

2000 4

1800 T T T T T T T T T ¥ T T T T T T T [] T T ] 1 [] 13 T ¥ T T T L T T T T T 1

7-06 10-08 107 407 7-07 10-07 1-08 4-08 7-08 1008 1-09 409 7-09
— Closing Price A Price Target
® Recommendation Change ¥ Drop Coverage
- Source: FaciSef

Cuirency=US%
Dote Clasing Price Rating Price Target Date {losing Prica Rating Frice Target
24-lun% 23.15 2300 130ec? 3041 35.00
06Falr? 2256 28.00 307 29.04 33.00
30008 2314 2600 26: k7 741 32400
265ep 08 5.3 29.00 01Ny 07 31.50 36.00
2408 2570 3100 02-Febl? 2907 33.00
244pef 2735 3200
22Feb08 26.26 31.00

Barclays Capifol and,/or on affifiate makes o morket or pravides liquidity in the securities of DPLinc.,

FOR EXPLANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS FOCATED ON THE BACK PAGE.

Barclays Capital and /o an affifiate hold o short posifion of at feast 1% of the eutstanding shara capitat of BPL Inc..
Barcloys Copital and /o5 on offiliate frode ragulary in the shates of DPL Inc..

Risks Which May Impede the Achlevement of the Price Target: Risks 1o the outlook indluda wholesale commodiy pricas, gereration development morket conditions, the eviceme of regulatory
procesdings, 10%ing ogency actions, inferest rofes, ond ocess fa the copiial markets.
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Utilities

Important Disclosures Continued:

NV Energy, Inc. [NVE) - US$ 10.66 (09-Jul-2009) 1-Overweight / 2-Neutral
Rating and Price Target Chart: '

NV ENERGY INC.
As of 07-Jul-2008

20.00 e e Currency = USD

18.00
18.00
14.00 4
12.00 .
10.00
8,00 4
8.00 T TT T T T LI T 1] T T T [ T T 13 T T ] T T ] T T [ S 1 T 7 T T T ll
7-06 10-06 107 407 707 10-07 1-0B 408 7-08 10-08 109 408 7-09
— ClosIng Price A Price Target
® Recommendation Change X Drop Coveraga
Source: FaclSsl
Cumency=155
Date Closing Piice Roting Price Target Date Closing Price Rating Price Target
06-4pe07 9.1 13.00 12Feb08 14.57 14.00
008 9.89 [ 1 -Dveweight 1Hec7 17.20 18.00
2508 n.a 14.00 1007 1226} 2 foued weight
3008 121 15.08

FOR EXPLANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE BACK PAGE.

Boclays Copitol and /or Lehman Brathers Inc. and/or one of sheir offfiates hos managed or co-managed within the past 12 months o 144A and/or public offesing of securiies for NV Energy, Inc..
Bordloys Capitel and/or an offifets makes o market of provides figuidity in the securities of NV Enargy, nc..

Barclays Capital and /o Lehmen Brathess Inc, ond/or one of their fffiotes hos received compensation for Investment bonking senvices from: NV Energy, Inc. i the post 12 months.

Burclays Capital ond,/or an afffiofe rode cegulorly in the shares of NY Energy, Jnc..

Borclays Copétol and /or Lehman Brothers Inc. and/or one of their offiiates has recefved non-nvastment bonking relnted compensation from NV Energy, nc. within the lost 12 months.

NV Erergy, Inc. is o during the post 12 menths has been on investment banking client of Basclays Cupital ond,/or Lehmon Brothers Inc. ond/or one of ther affifiates.

NV Energy, Inc. Is or during the lost 12 menihs hos bean a norinvestment banking dient (securities reloted senvices) of Barchays Capital and /or Lehman Brothers Ine. and/or one of their offfites.

NV Energy, Inc. is of during the fast 12 manifis has been o noninvestment bonking dient (nomsequrities related servicas) of Barcloys Copitol ord/or Lehman Brothers tac. and/or one of thel oiiliates.

Risks Which May Impede the Achievement of the Prica Taigak: Risks to the oufock indluds wholesale commodity prices, genesation development market eonditions, the outcome of regulatory
proceedings, roing agency acfions, interest rates, and accass fa the copitol markes.
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Utilitles

Important Disclosures Conlinved:

Wisconsin Energy (WEC) USs$ 40.87 (09-Jul-2009) 1-Overweight / 2-Neutral
Rating and Price Target Chart:

WISCONSIN ENERGY CORP.
As of 067-Jul-2009

Currency = USD

56.00 B ;

3

B T TV A I THIR TV TARLY S v 1008 109 409 7-09
— Closing Price A Price Tatge!
@® Recommendation Change X Drop Coverage
Source: FactSel
Cunency=S$
Dats Closing Price Roting Price Torgat Date (losing Price Rufing Price Target
Q609 3040 47.00 04Sep7 45.50 50.00
a9 38.31 43.00 04:5ep07 4550 | 1 -Qvervisight
04-Feb 09 4538 5100 0-Aug07 43.64 47.08
30{echl 4150 49.00 | ObMapd? 48.78 5100
30008 43.80 4780 08-Mor07 47.67 45.00
295ep 08 4532 52.00 8Feb-07 48.24 50.00
08-Muy 08 48.08 5300 05Feb07 47.48 49.00
2940108 46.31 5200 20Dec 0 47.94 48.00
120007 46,11 5400 260006 46.38 4600
195ep 07 - 4533 51.00 02ug0é 42.39 43.00

FOR EXPLANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE BACK PAGE.

Borcloys Capifal and,/or an affifiate mokes @ market of providas figuidity in the securities of Wisconsin Energy.
Barclays Copital and,/or Lehmen Brothess Ine, and /or ane of their afffivtes hos eceived compensotion foe investment banking services from Wisconsin Enecgy in the past 12 mants,

Barclays Capitol and /or on efffiate frods reqularly in the shares of Wisconsin Energy.

Wisconsin Enasgy s or during the past 12 months hos been on investment banking client of Barctays Capitol and /or Lehman Brothers Inc. and/or ona of theis offiliotes.

Risks Which May Impeda the Achisvament of the Price Torgel: Risks that could offect tie compony include: time and budget execution of the *Powe the Future™ gereration plon, Wisconsin
regutotion, and infeses! rates.
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Ulilities

imporiant Disclosures Continved:

Sector Coverage Univeise

Belaw is the st of companies that constitute e sector coverage universe:
Allignt Enesgy-{LNT)

CMS Energy (EMS)

BPLIne. {BPL)

Duke Engrgy (DUK)

Hawoton Electric Inds ¢HE}
NiSoure, lnc. 8}

NSTAR (NST}

Pepca Holdings {POM)

Pinnacls West Capital {PHW)
Porland General Elachic Co. (POR)
Sempio Energy (SRE}

TECO Energy (TD)

Wisconsin Energy (WEQ)

Borclays Copitol offices involved in the production of Equity Research:

London

Americon Electric Power (AEP)
Consolidated Fdicon (ED)

DTE Energy (DTE)

Breat Plains Eaesgy Inc. (GXF}
fIC Holdings 10}

Northeast Utlities (HU)

HV Energy, Inc. {NVE)

PGRE Com. (PCR)

PHM Resources (A
Progioss Energy (PGH}
Southern Co. {50}

Westor Energy (WR)

Xeel Energy (XED)

Boslays Copital, the investment bonking division of Bardays Bank Me (Bardlays Cepital, London)

Hew York
Borclays Capital Inc, (8€1, Hew Yoik)

Tokyo
Bardlays Capitat fapon Limited (BCL, Tokyo)

Sdo Paulo
Bonco Bosclays S.A. (8BSA, Sdo Pauto}

Piice Prfce Date

s 28.59 09 Jul 2009
Us§ 11.81 09 I 2009
15522.80 09 Jul 2009
15510.66 09 hul 2009
Us$ 40.87 09 Jul 2009

Steck / Sector Rating

1-Overweight / 2-Neutral
1-Overweight / 2-Heulral
1-Overwelght / 2-Hevlrl
1-Overweight / 2-Nevtral
1-Overweight / 2-Nevtrol

Mentioned Company Ticker
American Electric Power AP
(M$ Energy (MS
DPLInc” DL
Y Energy, Int. HVE
Wisconsin Energy WEC
T
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FOR CURRENT IMPORTANT DISCLOSURES REGARDING COMPANIES THAT ARE
THE SUBJECT OF THIS RESEARCH REPORT, PREASE SEND A WRITTEN REQUEST T0;
BARCLAYS CAPITAL RESEARCH COMPLIANCE
745 SEVENTH AYEHUE, 17TH FLOCR, NEW YORK, NY 10019
1]

REFER TO THE FIRM'S DISCLOSURE WEBSITE AT www.lehman.com/disclosuras

Important Disclosures Continued: . .
The anelysts tesponsible For preparing this repost have received compensation based upea various fectors Including the fimt's tolal reventis, 4 portion of which is genezated by invesiment bonking activities.

Guide to the Borclays Copifal Fundomental Equity Research Roting System:

Qur coverago analysts 152 o relative rafing system in which they rate sfodks os T-Overweight, 2-Equal Weight or Hinderweight {see definitions below) selafive fo other companias covered by the anolyst of
o feam of onalysts fhat ore deemed Io be i e same indusiry sector {“he sector covatage universe®). Ta see o list of companies that comprise o porficular sector coverage universe, pleose go to

www ehman.com /disclosies, .

fn oddition fo the stock raing, we provide secior views which rate the outfook for the sector covernge universe as 1-Posidive, 2eutral or 3Heqative (sce definitians helow), A rafing system using terms
;%;neus buy, hold ond sell s nat the equivalent of our raling system. Jvastors shoutd carefully reod the enfite research repast inchuding the definifions of olf safings ond not infer 5 contents from tafings
Stack Rafings:

1-Ovarwaight - The stock is expected fo ouiperdorm the unweighted expecied tofal retum of the sector caverage universs over o 12-menth invasiment horizon.

2-Equal Weight - The stock is expected to perforrn in fine with the vmwsighted expected fofol refum of e sector coverage universe over & 1 24month investment horizon.

3-Undarweight - The stock is expected to underperform the unweighted axpected fofol refum of the sector coverage universe aver a 12-monih investment hosizon.

RS-Rating Suspended - The rating ond furget price have been suspended temporarily due 2o market events that mada covernga improcticable or 1o comply with opplicable requlnrions ond/or firm policies in
certuin tircumstances inclyding when Borclays Fupim! is axfing i an advisory capadity in o merger or shrategic ronsaction invohing the company.

Sector Viaw:

1-Positive - sector coveroge universe fundamentals/voluations are impraving.

2-Neutra! - sector coveroge universe fundomentols valuations are steady, neither improving ror deleriorating.

J-Negative - sector coverage universe fundomentols /valuations are deferiorating.

This publication hos been prepated by Barciays Coptal; the investment banking divisicn of Bordays Bank PLC, and//or one of more of its ofiliotes os provided below. This publicarion is provided o you for informeation
purpases only. Prices shown n this %ub?i(uﬁon ore indicative and Busclays Copifet is not offeing to buy or sefl or solciting offers o buy or sell any finandiak insfrument, Other than distlosures relating o Bardoys Copitof,
the information confained in this Jau fication has been ebtuined from seurces thot Botclays Capital believes to be relioba, but Bardays Capitel does not sepreseat or wanont that it is ccanrate o complete. Tha views
this publiection are those of Bardlays Copitol end aie subject %o changs, ond Bardays Eopital has na ohligation o updote its opinioas o the information in this publicaion. Borclays Capfl and fts efftictes ond their
respective officers, fractors, poriners and employeas, induding persons invalved in the preporation ox issuance of this document, may from fime fo firme ¢t as monogar, termanager or wnderwriter of o public offering
of boilhemfvisﬂ% in tll;F copociy of prindpal or ogent, dect i, hold o oct os morkermakers o odvisars, vokers or cammercil and /or investment barkers in rlofion to e secuites of relotef derivatives which ore the
sutiiect of this publiction.

If;f?kanulys! tecommendations In this report reflect solely and exclusively these of the cuthorls), and such opinions were prepored indspendently of any ofher intetests, including those of Bordays Capitol and/for its
affilictes.

Heither Berdoys Copial, nor omy offfiate, nor ony of thel respective officers, ditectors, porners, or employees accepts any liohility whatsoever for any direct or consequential Joss arising from any use of this publication
of s contents. The securifas discussed in this publcation may not be suitabe for ol investors. Bordays Copital recommends that investors independently evohuate each issuer, security of instrument discussed in this
publication and consult cny indegerdent advisors they befieve necessary. The vals of and income from ony investment may fluctucta from doy to day as u result of chongss in relavant ecoromic markets {induding
char;gas in morka? Bguidiny). The iformation in this pubication is not infended to predict actual results, which may differ substontialy from those reflectad. Past performonce is not necessarily indicotive of fufure
resulls.

This communication is being made ovailobla in the UK and Europs o parsans who are invesiment professioncls s that term is defined in Aida 19 of the Financial Services ond Markets Act 2000 (Finandal Promotion
Ouder} 2005. It is directed o, and tesefore should onfy be relied upon by, persons who have profassional axperience in matters relating fo fnvestments. The Tnvestments fo which it relutes are avotobls only to such
persons and wil be entored fnfs only with such persons. Barclays Copltol s nuzhorized and reguinted by the Finandck Sewvices Authority ('FSA') and member of the London Steck Bxchangs.

Berdays Copitol Inc,, US registered broker/decler ond member of FINRA (www.fﬂun.mg), is dishributing this matesial in the United States and, In connection therewith accepts responstility for its contents. Any 1S,
person wishing fo effect o onsecion in ony sequrity distussed hereln should do so only by contocing o reprasentotive of Barclays CopiiokInc. in the 11S. 0 745 Seventh Avenus, Naw York, Hew York 10019.

Subfect fo tha conditians of this publication o5 set ol above, ABSA CAPITAL, the tnvastment Banking Division of ABSA Bank limited, on authorised finandiol services peovidar {Registration No.: ]?86{004794 /08), &5
distibuting this materiol in South Africo. Any South Aiican persen or entity wishing 1o effect o fronsoction in any secuity discussed herein should do so only by contocting o reprasentntive of ABSA Capitul in South
Hrico, 15 ALICE LANE, SANDTON, JORANNESBURG, GAUTENG, 2196, ABSA CAPITAL IS AN AFFILIATE OF BARCIAYS CAMTAL

HorU.S. persons should contoct ond execute hansactions through o Barclays Bank PLC bronch or offiate in ther homa furisdiction nlsss locof ragulafions permit otherwise,

In Jopan, this repart is belng distibuted h] Barduys €opital Jopan Limited fo institvtional invastors anly, Besclays Capitol Jogon Limited I o jontstock mgny incorporafed in Jopan with registered office of 222,
(temod, Chivoderky, Tokyo 100-0004, Japan. 1t is o subsidiory of Burlays Bonk PEC and a registered finonciol insfruments firm regulated by the Finondiak Services Agency of Jopon,

Registered Hurnber: Kanto Zoimukyokucha {kinsho) Ne. 143,

Bordays Bank PLE Feonkfurt Bronch is distibuting this materiol in Germany under the supenvision of Bundesonstalt fir Finanzdiensteishungsoufsicht {Bafin).

IRS Girculor 230 Prepored Moteriols Dischoimer: Ba:clays Copitol ond ifs offlintes do not provids fox advice and refhing contained herein should ba consfruad fo be ax odvice. Pleose bs advised that ony discussion of
-US. fox matters contained heteln (induding any attochmenish () s not fntended or written fo b wsed, ond cannat by used, by you for the purpass of avoiding U.S. taxrelated penalties; and (§) was wiitlen to
suppatt the promation or marketing of the hansactions o ather mattars addsassed harstn. Accordingly, you should seek odvite bosed on your parsiculor drcumstunces from an independent fox adisar.

@© Copyright Barclays Bank PLC {20093, ANl rights reserved. No port of this publication may be reproduced in ony meaner without the prior wiitten I}:ermiss:‘on of Borcleys Copitol o cny of ifs affifiates. Bercleys Bank
PLC s registered in England Ho. 1026167 Registered office 1 Churchil Plocs, Loadon, £34 SHP. Additional information regasding this publication wi be fumished vpon requast.
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September 29, 2009

United States: Utilities: Power - Electric
Utilities

Powering On: Tilting to commodity oriented utilities and IPPs

Upgrading IPPs from Neutral to Attractive; RRI Energy to CL Buy
With expected improvements in spot commodity prices, along with a
continued uptick in power demand, we upgrade Independent Power
Producers (IPPs) and reiterate our Attractive view on Diversified Utilities.
Commodity levered utilities and IPPs lagged other energy/commodity
sectors YTD, creating mean reversion potential going forward. While
dividend yield spreads still remain attractive, we downgrade Regulated
Utilities to Neutral, given limited average upside to larger cap targets.
Within the regulated space, we tilt more towards smaller cap stocks.

We upgrade RRI Energy (RRI) to Conviction Buy, as the most un-hedged
name in our universe. We also reiterate our Conviction Buy rating on
large-cap nuclear generator Entergy (ETR) and remove small-cap Great
Plains Energy (GXP) from the Conviction List, although we maintain our
Buy rating. We downgrade Portland General (POR) to Neutral from Buy
due to recent share price performance and concerns about 2010 guidance.
Since being added to Americas Buy List on August 17, 2009 POR is up
5.7% and since being to the CL Buy List on the same date, GXP is up 4.9%
vs. the XLU up 2.8% and the S&P500 up 8.5%.

Industry context and estimate changes
As weather-adjusted electricity demand declined 4%-5% YTD and
industrial demand decreased over 10%, we now expect YoY comparisons

for power demand to improve as GDP and industrial production accelerate.

We revise our demand forecast slightly for 2010, from 0.6% to 0.4%, due to
our new bottoms-up versus top-down demand forecast, but still expect a
pick-up next year in industrial and residential demand.

Overall, we revise estimates to reflect this new demand forecast. We
increase multiples to levels slightly below historical mean levels, given our
gas/power price forecast levels remain in most areas near forward strip
estimates.

Catalysts and risks

Key sector risks include (1) lower than expected commodity prices, (2)
decreased power demand, (3) higher expected financing and capital
spending needs, and (4) rising interest rates and inflation. Catalysts
include an industry conference in November, auctions in various regional
power markets and signs of improvement in weekly demand.

RELATED RESEARCH

Stepping up the voltage: Upgrading Regulated &
Diversified Utilities. June 25, 2009.

Dimming the lights: Downgrading Utilities on relative
outperformance and weak demand. December 11, 2008.

RATINGS, TARGETS, AND RETURNS

Identification _ Close Tot Ret

Ticker Rating  09/28/09 Target to Target
Diversified Utilities

Ameren AEE Sell $25.74  $25 3%

Allegheny Energy AYE Neutral  $26.96  $31 17%
Edison International EIX Neutral  $34.01  $39 19%
Entergy ETR CLBuy $79.64 $101 31%
Exelon EXC Buy $50.12 $62 28%
Sempra Energy SRE Neutral _$50.17 __ $59 20%
Mean 20%
Median 19%

Large Cap Regulated Utilities

American Elec Power  AEP Buy $31.13  $37 24%
Duke Energy DUK Neutral  $15.93  $15 0%
Consolidated Edison ED CLSell $4140  $38 -3%
PG&E PCG Neutral ~ $40.91 $43 9%
Progress Energy PGN Neutral _$39.60 _ $40 7%
Mean 8%
Median 7%
Mid & Small-Cap Regulated Utilities

Cleco CNL Neutral  $25.10  $25 3%
El Paso Electric EE Neutral  $17.84  $21 18%
Great Plains Energy GXP Buy $18.17 $22 26%
NSTAR NST Sell $32.09 $29 -5%
Northeast Utilities NU Neutral  $23.99  $26 12%
Portland General Electric POR Neutral  $20.07  $23 20%
SCANA Corporation SCG Neutral ~ $35.30 $40 19%
NV Energy NVE Neutral  $11.59  $14 24%
Wisconsin Energy WEC Neutral  $45.11 $48 9%
Westar Energy WR Neutral  $19.60 $23 23%
Mean 15%
Median 18%

Special Situation Utilities and IPPs
NRG Energy NRG Buy $2720  $37  36%
Ormat Technologies ORA Neutral ~ $41.03  $41 1%

RRI Energy RRI CLBuy $6.98 $9 29%
Mean 22%
Median 29%

Source: Goldman Sachs Research estimates

Michael Lapides

(212) 357-6307 | michael.lapides@gs.com Goldman, Sachs & Co.

Jaideep Malik
(212) 934-6967 | jaideep.malik@gs.com Goldman Sachs India SPL

Zac Hurst
(212) 357-2399 | zac.hurst@gs.com Goldman, Sachs & Co.

Neil Mehta
(212) 357-4042 | neil.mehta@gs.com Goldman, Sachs & Co.

The Goldman Sachs Group, Inc.

The Goldman Sachs Group, Inc. does and seeks to do business with
companies covered in its research reports. As a result, investors should
be aware that the firm may have a conflict of interest that could affect
the objectivity of this report. Investors should consider this report as
only a single factor in makmt};| their investment decision. For Reg AC
certification, see the end of the text. Other important disclosures follow
the Reg AC certification, or 80 to www.gs.com/research/hedge.html.
Analysts em, Io¥ed l_an non-US affiliates are not registered/qualified as
research analysts with FINRA in the U.S.
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September 29, 2009 United States: Utilities: Power - Electric Utilities

Portfolio Manager Summary - Own utilities, given improving
fundamentals, relative under-performance and valuation

The broader utilities sector, especially the commodity levered names within the
space, screen attractively after sizable underperformance YTD versus the S&P500 and
since January 2008 versus other commodity oriented sectors. We reiterate our
Attractive coverage view on Diversified Utilities, while upgrading the Independent Power
Producer (IPP) sub-sector to Attractive, due to (1) improving YoY demand trend
comparisons and improving spot commodity prices, (2) significant relative
underperformance versus the S&P500 and commodity-exposed sectors, as shown in
Exhibit 1-3 below, (3) valuation on longer term metrics, and (4) a continued low interest
rate and inflationary environment, as forecast by the GS Economics team. We lower our
coverage view on Regulated Utilities to Neutral, since few of the larger cap bell-weather
names screen attractively here. Equity issuances, a significant sector-wide overhang
entering 2009, no longer weigh on the group, as only a few names require infusions in
2010. We still expect YoY demand growth in 2010, with improving fundamentals, up 0.4%
from 2009 levels, as well as forecasting a sizable increase in spot commodity prices next
year from current levels.

Exhibit 1: Utilities sector screens attractively after significant YTD underperformance
share price performance, ytd
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Source: Goldman Sachs Research.
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September 29, 2009 United States: Utilities: Power - Electric Utilities

Exhibit 2: IPPs and Diversified Utilities underperformed Exhibit 3: IPPs and Diversified Utilities underperformed
other commodity sensitive equities YTD... other commodity sensitive equities January 2008
share price performance, ytd share price performance, since 1/1/2008
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After a painful 2009 YTD trajectory for electricity demand, we revise our forecast to
reflect a more bottoms up (versus top-down) approach - projecting consumption
across the industrial, commercial and residential classes. Historically, a top-down
approach tied to GDP accurately predicted electricity demand, where trends showed that
every 1% change in real GDP growth drove a 0.6%-0.7% change in electricity demand.
Entering 2009, we remained bearish on electricity demand fundamentals and therefore
consensus estimates — our bearish forecasts still understated demand, as GDP weakened
and industrial production collapsed. A GDP-based top down forecast holds long-term
value in our view, but a more bottoms up approach appears more viable going forward to
capture changes by customer class.

e A series of correlation analyses show that Industrial Production (IP), total
fixed investment and unemployment emerge as key drivers of power
demand. We analyzed a host of factors across each class, as shown in Exhibit 6,
determining that forecasts for Industrial Production maintain a greater statistical
correlation than GDP forecasts in terms of assessing MWh sales to industrial
customers. Similarly, metrics tied to unemployment rates and total fixed
investment — albeit as lagging indicators — drive sales to commercial customers.
Weather drives residential demand growth, historically at 1.56%-2.0% annually,
with minimal signs to date of efficiency gains on a national scale, although some
level should emerge in the coming years given sizable stimulus-related
investments.

e Sentiment around electricity demand will improve, given better YoY
comparisons and accelerating GDP growth. Early signs should emerge that
electricity demand will stabilize, with QoQ and then YoY comparisons improving.
Demand for 2H2009 should decline only 2%-3% from 2H2008 levels — an
improvement from trough-like levels in TH2009, with a pick-up in industrial and
residential MWh sales driving growth in 2010. Normalized demand growth for
2011-2012 could reach 1.5%-1.7% even with slight efficiency gains included, with
sales to commercial customers presenting the biggest near-term risks

For merchant generators, improving demand fundamentals and spot commodity
prices over the next 6-12 months should lead to multiple expansion. We raise
multiples on pure-play IPPs in our universe - NRG Energy and RRI Energy - to reflect
improved sentiment and the significant FCF generation likely in a $5.50-$7/MMBtu natural
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gas price environment. Applying a 7.0X multiple on these predominantly base-load
generators remains somewhat below historical mean/median levels of approximately
7.25X, reflecting improving, but still below trend electricity demand growth in 2010.

Regulated Utilities still trade below historical multiples, but few large caps screen
well, driving our change in coverage view. Regulated Utilities currently trade near 9.9X
our 2012 expected EPS, implying an 8% discount to the long-term average of 10.9X (since
2005). On near-term multiples, Regulated Utilities trade at roughly 12.4X on our FY2
estimates and 11.9X on consensus- below historical levels closer to 12.5X. We anticipate a
mean reversion toward the historic average over the next 12-months - given better
demand fundamentals and higher earnings and rate base growth — driving our increase of
P/E multiples from 9X to 10-10.5X on 2012 EPS. However, many of the bellwether names
screen less attractively than small/mid cap regulated stocks, with less upside to target
prices.

We add RRI Energy (RRI) to our Americas Conviction Buy list, while reiterating our
Conviction Buy on Entergy (ETR) and removing Great Plains Energy (GXP) from the
Conviction Buy list, although maintaining our Buy rating on this regulated name. We
upgrade RRI Energy (RRI), an Independent Power Producer (IPP) from Neutral to Conviction
Buy, as we raise estimates on lower expected coal costs at one of its key coal facility that
burns waste coal, not traditional Appalachian based coal. RRI provides the best FCF profile
within our universe and maintains the commodity leverage, with the shares still below
historical levels, as RRI trades at 70%-75% below January 2008 levels and 50% below
January 2007 pricing. We remove GXP from the Conviction Buy list, but maintain our Buy
rating, given a lack of near-term catalysts and concern on 3Q weather impacting estimates.

Given recent performance and concerns on 2010 guidance, we downgrade Portland
General (POR), while reiterating a Buy rating on large-cap American Electric Power
(AEP). After upgrading POR on August 17, the shares have outperformed other Regulated
Utilities by 250-300bps, although lagging the S&P 500. We downgrade POR given our
concerns that 2010 guidance will disappoint, given our forecast of $1.63 versus consensus
levels of $1.75. We reiterate our Buy rating on AEP, the one large cap Regulated Utility we
prefer, primarily on valuation, as AEP trades at a 16%-18% discount to peers on 2010-2011
estimates.
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Lighten up with a deep dive into electricity demand fundamentals

Top-down, GDP-based demand forecasts — a good long-term
forecasting tool, but less effective in the near-term

The historical top-down relationship between real GDP growth and electricity
demand “broke down” earlier this year. As outlined in our December 11, 2008 note,
“Dimming the Lights,” annual weather-adjusted electricity demand growth historically
correlates well to YoY real GDP growth, as detailed in Exhibit 4. Over time, every 1%
change in GDP growth drove a 0.6%-0.7% change in electricity demand. We entered 2009
assuming a 1% YoY decline in weather-normalized demand, driven by an expected 1.6%
decline in real GDP. However, real GDP decelerated faster than expected, down 3-4% in
1H2009, but the historical correlation with power demand “broke down” in 1H2009, with
actual power demand down 4%, worse than the 2-2.5% that a top-down GDP-driven model
would imply.

Exhibit 4: Historically, every 1% change in YoY GDP, Exhibit 5: ...but, the historical correlation with power
drives a 0.6-0.7% change in electricity demand... demand broke down in 2009, with actual power demand
yoy power demand and gdp growth (1975-2007) worse than a top-down GDP model would imply

yoy weekly power demand, weather-normalized
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We primarily attribute the 2009 dislocation of GDP-to-electric sales from this historical
trend to the steep fall off in industrial electricity demand. The industrial customer class
represents a disproportionately high share of total electric consumption relative to
industrial-related activity as a percentage of the total economy. Therefore, the recent sharp
fall off of in usage by industrial customers appears to be understated in a GDP-based
model.

A top-down model approach remains relevant, particularly as a sanity check in more
normal GDP environments. As industrial demand normalizes in 2010 and 2011, we
expect electricity demand to converge with its historical relationship with GDP. Weather-
adjusted demand growth under a US real GDP forecast of 2.0% in 2010 would be 1.25%
under our top-down model — a modestly higher outcome near-term than our new model
approach (discussed below) derives — and 1.5-2% in 2011 and beyond, given a long-term
real GDP growth rate of 2.5-3%.
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Bottom-up demand forecasts - implementing a more granular
electricity demand forecast

Our new demand deck, based on a bottoms-up approach by customer class, also
shows electricity demand should improve in 2010. We adopt a new bottoms-up
approach to forecasting electricity demand by customer class for industrial,
commercial and residential customers - through 2012 and expect 0.4% YoY weather
normal growth in 2010. As highlighted in Exhibit 6 below, after assessing a variety of
factors and variables for industrial MWh demand, industrial production assumptions —
and not GDP - emerge as the most highly correlated. For commercial demand, total
fixed investment and unemployment drive our bottoms-up approach and show continued
risk in demand for this segment, while a more basic trend analysis, incorporating
efficiency gains, remains the best method for estimating residential demand.

Exhibit 6: Industrial production is the key driver for industrial electricity demand, while total fixed investment and
unemployment rates are among the best predictors for commercial demand
correlation of various macroeconomic statistics to customer class-specific electricity demand
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Electricity demand growth will rebound via three key stages, with the first stage
occurring in 2H2009. As outlined in Exhibit 7, the trajectory of the recovery in electricity
demand will likely experience three stages: (1) exiting a cyclical bottom, with YoY demand
declines improving from 1H2009 trough-like levels even with continued industrial
weakness, (2) a more steady recovery of electricity sales in 2010, with modest growth of
0.4% even though commercial MWh sales will disappoint, and (3) more “normalized” for
2011-2012, although pressured somewhat by efficiency gains. We adjust our weather
normalized estimates to factor in the YoY impact of weather, as detailed in Exhibit 8.

Exhibit 7: Our bottoms-up, weather normalized forecasts shows slight growth in 2010, driven by a pickup in industrial

demand

weather-normalized YoY demand forecasts

I 302009  4aq2009 || 12010 2Q2010 3Q2010 4Q2010 Fv2010 I Fv2011 [ Fv2012
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Residential 0.1% 0.9% 1.4% 0.9% 1.4% 1.4% 1.3% 1.9% 19%
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Source: Goldman Sachs Research, EIA, GS Global ECS Research.
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Exhibit 8: We normalize for weather impacts in our electricity demand forecasts, driving
various regional forecasts and a national forecast of +0.4% YoY in 2010
2010 weather-normalized demand by EIA region
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Industrial MWh sales should increase in 2010 with a rebound in Industrial Production,
but longer-term trends in industrial MWh sales remain challenging. As shown in
Exhibit 9-10 below, industrial MWh sales appear highly correlated with Industrial
Production (IP) with an R-squared of approximately 67%. IP declined approximately 13% in
2Q2009, leading to a significant downtick in industrial electricity demand. The Goldman
Sachs Global ECS team projects a robust IP recovery in 2Q-4Q2010, likely leading to an
increase of 1-2% in electricity consumption by industrial customers. However, in a more
normalized production environment post-2010, we believe industrial electricity demand
will once again lag other customer classes, as we believe it takes at least a YoY 3.7%
increase in IP (above historical trend) to drive just a 1% increase in industrial MWh sales.

Exhibit 9: Economists forecast a strong increase in
industrial production will drive the economic recovery -
a positive for 2010 industrial MWh demand

backtest of industrial production-based forecasting
methodology to industrial electric consumption
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Exhibit 10: However, it takes above trend US production
growth to drive a just 1% increase in industrial MWh
sales — a long-term risk to industrial demand

correlation between IP and industrial sales

Industrial Production (X) to Industrial Sales (Y)
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Source: Goldman Sachs Research.

Source: Goldman Sachs Research.

Commercial demand growth appears closely correlated with total fixed business
investment and unemployment rate variables. Unemployment rate levels and total
fixed investment, at a 3 month and 9 month lag, respectively, emerge as the best
predictors of electricity demand for commercial customers. Long-term commercial
demand growth will likely outpace growth rates for industrial and residential customers,
but risk exists for 2010 expectations, as continued high unemployment and below-trend
investment levels will weigh on demand from this segment. We expect a YoY increase in
weather-normalized sales to commercial customers of 0.9% versus a historical growth rate

closer to 2.5%.
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Exhibit 11: We use a 50-50 blend of unemployment ...
backtest of unemployment rate-based forecasting
methodology to commercial electric consumption

Exhibit 12: ...and total fixed investment to drive our
commercial customer class MWh demand forecasts
backtest of total fixed investment-based forecasting

methodology to commercial electric consumption
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Exhibit 13: GS Global ECS forecast unemployment rates will be near or above 10%

through 2010, weighing on commercial
unemployment rate forecasts
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Historically, residential electricity demand increased annually by 2.0%-2.5% and
upside to our expectation exists if efficiency gains do not emerge. We utilize a trend
based analysis to predict weather-normalized power demand for the residential customer
class and assume 1.9% growth for 2011/2012. This incorporates a rough estimate for
efficiency gains — gains we incorporate to reflect the significant spending brought by the
American Recovery and Reinvestment Act. We note that usage per residential customers,
especially over the last 5-10 years, continued to increase, not decrease, so upside to our
forecasts for residential demand growth for 2011-2012 exists if even modest 10-20 bps

efficiency gains that we assume do not
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Exhibit 14: From 1990-2007, we observed MWh usage per residential customer increase,
so upside to our demand growth forecasts exist if efficiency gains do not materialize
annual MWh usage per residential customer
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Source: Goldman Sachs Research.

Utilities in the Midwest, the South and the Plains states should benefit in 2010 as
industrial MWh sales respond to higher industrial production levels. In our universe,
on 2007 estimates, Conviction Buy-rated ETR and Buy-rated AEP remain among the most
levered to electricity sales to industrial customers, given a greater proportion of total sales
to this segment, as highlighted in Exhibit 15 below. We note companies with sizable
exposure to commercial customer demand - including Sell-rated NSTAR (NST) - may
experience demand weakness above peer levels given higher-than-average exposure to
MWh sales to commercial customers. California and NY based utilities, even though they
maintain sizable exposure to the commercial segment, maintain rate structures that

include decoupling from demand, thus significantly less exposed to demand trends overall.
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Exhibit 15: American Electric Power and Entergy are among the most levered to industrial
demand, while NSTAR is among the most commercially-exposed
2007 customer class breakdown by regulated utility segment
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We revise estimates to reflect our new demand forecast and minor
changes to power price assumptions

For both Regulated Utilities and Diversified Utilities, we update our estimates to
reflect new electricity demand assumptions for their regulated businesses. As
detailed above and summarized in Exhibit 16 below, we revise our electricity demand
growth assumptions, impacting EPS estimates for regulated segments prior to rate case
adjustments in future periods. On average, our 2010 estimates for Regulated Utilities
remain approximately 4% below consensus — with below consensus views on Duke Energy
(DUK-Neutral), Portland General (POR-Neutral) and NSTAR (NST-Sell) and an above
consensus view for Great Plains Energy (GXP-Buy).
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Exhibit 16: Old versus new demand forecasts
weather-normalized YoY demand forecasts

Weather-Normal YoY Nat'l.
Demand Forecasts (%)

Old New Differ.
3Q2009 0.0% -2.9% -2.9%
4Q2009 -0.3% -2.2% -1.9%
1Q2010 0.6% -0.6% -1.2%
2Q2010 0.6% 0.0% -0.6%

3Q2010 0.6% 0.8% 0.2%
4Q2010 0.6% 1.3% 0.7%

FY2010 0.6% 0.4% -0.2%
FY2011 1.5%
FY2012 1.7%

Source: Goldman Sachs Research.

For Diversified Utilities and the IPPs, we also make modest changes to power price
forecasts. In addition to revising demand estimates for regulated segments, we also
implement minor power price adjustments in the Midwest and industrial portions of the
Mid-Atlantic/Northeast. Natural gas prices continue to drive power price assumptions — as
forecast by the Goldman Sachs E&P research team, we continue to expect a significant
uplift in 2010/2011 power prices, driven by higher natural gas levels. Among commodity
levered names, our 2010 forecasts differ significantly for Sell-rated Ameren (AEE) and for
Buy-rated Exelon (EXC), although we recognize that a large portion of the upside inherent
in EXC remains tied to eventual implementation of carbon regulations, as detailed in our
June 25 note, “Carbonomics: Measuring impact of US carbon regulation on select
industries.”

Exhibit 17: Old versus new commodities forecasts

| WTI Oil | | HenryHubGas | | CAPPCoal | [ PRBCoal |

| new | old | | new | old | | unchanged | | unchanged|

3Q 2009E $67.00 $65.00 $3.40 $4.00 $50.00 $10.50
4Q 2009E $77.00  $70.00 $4.00 $4.50 $55.00 $11.00
FY 2009E $61.72  $59.47 $3.98 $4.25 $52.23 $10.22
1Q 2010E $85.00  $80.00 $5.00 $5.00 $55.00 $12.00
2Q 2010E $85.00  $80.00 $5.00 $5.00 $55.00 $12.00
3Q 2010E $90.00  $80.00 $5.50 $5.50 $55.00 $12.50
4Q 2010E $100.00  $80.00 $6.50 $6.50 $55.00 $13.00
FY 2010E $90.00  $80.00 $5.50 $5.50 $55.00 $12.38
2011E $110.00 $100.00 $7.00 $7.00 $60.00 $14.00
2012E $105.00 $105.00 $6.50 $6.50 $65.00 $14.00
2013N $85.00  $85.00 $6.50 $6.50 $70.00 $13.00

Source: Goldman Sachs Research.

We forecast significant FCF yields for the IPPs, providing opportunities for debt reduction,
buybacks, or growth. Based on our commodity price forecasts and capital spending
estimates, we expect from 2010-2012 RRI will deliver FCF/sh of $0.86-$1.18 and NRG wiill
generate FCF/sh of $3.84-2.40, representing average FCF yields of 17% and 12%,
respectively. This 2010-2012 free cash flow equals roughly 51% and 38% of the current
market capitalizations for RRl and NRG, or 48% and 30% of their respective debt
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outstanding. We expect capital deployment across the balance sheet over the next few
years, barring significant new investments in growth, M&A, or environmental projects.

Exhibit 18: We forecast 13% and 17% 2010-2012 FCF yields for NRG and RRI

independent power producers FCF forecast

Independent Power Producers FCF Forecasts

2010 2011 2012 Average

FCF/share $0.86 $1.64 $1.04 $1.18
FCF Yield 12.3% 23.5% 15.0% 16.9%
NRG |
FCF/share $3.84 $3.19 $3.30 $3.44
FCF Yield 14.1% 1.7% 12.1% 12.7%

Source: Goldman Sachs Research estimates

Exhibit 19: GS EPS estimates versus consensus forecasts

GS EPS estil versus
Cons Cons Cons
Ticker GSEPS EPS % Ch GSEPS EPS % Ch GSEPS EPS %Ch
$2.70 $2.87 -6% $2.99 $3.03 1% $3.33 $3.22 3%
DUK $1.11 $1.21 8% $1.17 $1.30 -10% $1.30 $1.36  -4%
ED $2.99 $3.11 4% $3.21 $3.29 2% $3.31 $3.41 3%
PCG $3.08 $3.16  -3% $3.45 $3.40 2% $3.81 $3.70 3%
PGN $2.88 $3.03  -5% $2.99 $3.20 -6% $332  $334 1%
Mean -5% -4% -3%
CNL $1.64 $1.65 0% $2.14 $2.07 3% $2.27  $227 0%
EE $1.34 $1.32 2% $1.28 $1.55 -17% $1.47 $1.66 -11%
GXP $1.17 $1.19 2% $1.54 $1.45 6% $2.01 $1.82  11%
NST $2.33 $2.36 1% $2.29 $2.48 -8% $2.50 $2.62 -5%
NU $1.68 $1.84 -8% $1.85 $1.98 7% $2.00 $2.18 -8%
POR $1.45 $1.39 4% $1.63 $1.75 -T% $2.21 $2.09 6%
SCG $2.85 $2.83 1% $2.98 $3.05 -2% $3.35 $3.28 2%
NVE $0.69 $0.92 -25% $0.94 $1.13  -17% $1.12 $1.19 -6%
WEC $3.05 $3.12 2% $4.01 $3.76 7% $4.13 $4.10 1%
WR $1.45 $1.71  15% $1.64 $1.83 -11% $1.57  $1.84  45%
Mean -5% -5% -3%
$2.21 $2.72  19% $2.12 $2.59 -18% $2.50 $250 0%
AYE $2.15 $2.22 3% $2.47 $2.49 1% $3.57 $3.25 10%
ETR $6.50 $6.52 0% $6.67 $6.91  -3% $7.95 $7.25 10%
EIX $2.92 $3.04 -4% $3.56 $3.49 2% $3.84 $3.61 6%
EXC $4.02 $4.11 2% $3.58 $4.03 -11% $4.11 $4.60 -11%
SRE $4.46 $4.53 1% $4.93 $5.14  -4% $5.55 $5.55 -3%
Median -3% 4% 3%
Mean -5% -6% 2%
NRG $1.86 $2.94 37% $2.34 $2.72  14% $2.25 $2.33  -4%
ORA $1.23 $1.32 7% $1.27 $1.54 17% $1.25 $1.68 -26%
RRI (80.77)  (30.55) -40% $0.19  $0.06 224% $0.64  $0.32 101%
Median -37% -14% -4%
Mean -28% 64% 24%
Note: NRG EPS assumes contract amortizations associated with the acquisition of Reliant
GS EBITDA esti versus
2009 2010 2011
ns ns ons
Ticker EBITDA EBITDA % Ch EBITDA EBITDA % Ch EBITDA EBITDA % Ch
NRG $2,448  $2,280 7% $2,620 $2,358 11% $2,513  $2,467 2%
ORA $148 $151 2% $180 $185 -3% $248 $223 11%
RRI $141 $331 -57% $567 $582 -3% $664 $727 -9%
Median -2% -3% 2%
Mean 17% 2% 2%

Source: Goldman Sachs Research estimates, Factset.
Note: EBITDA estimates are Adjusted EBITDA, not GAAP EBITDA.
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We upgrade Independent Power Producers to Attractive and
remain Attractive on commodity oriented Diversified Utilities

As power demand and commodity prices improve, IPP multiples should continue to
expand - and we upgrade RRI Energy from Neutral to Conviction Buy. Improving
natural gas prices, power prices and electricity demand all should support and enhance
valuations for merchant generators and the merchant generation segments owned by
Diversified Utilities. We raise multiples on pure-play IPPs in our universe — NRG Energy
and RRI Energy - to reflect improved sentiment and the significant FCF generation likely in
a $5.50-$7/MMBtu natural gas price environment. Applying a 7.0x multiple on these
predominantly base-load generators remains somewhat below historical mean/median
levels of 7.25x-7.5x, reflecting improving, but still below trend electricity demand growth in
2010.

Exhibit 20: Base-load IPPs still trade one standard deviation below their LT mean despite
recent multiple expansion
3YR forward EV/EBITDA multiples of base-load IPPs (NRG, RRI, MIR) on consensus estimates

14X -
12X 4
10X -

8X 4

6X -

4x -

3-year rolling EV/EVEBITDA

Average IPP Multiple (NRG,RRI,MIR) Mean — — 1StDev 2StDev

Source: GS Research Estimates, Factset

Natural gas prices should improve and will likely emerge over the coming 12 months
as a catalyst, not a headwind, for IPPs and merchant generation. The Goldman Sachs
E&P team sees the potential for near term bullish weekly data builds due to (1) industrial
demand improvements, (2) lower production due to natural declines and lower rig count,
(3) lower production due to maintenance, shut ins, and/or drilled but not completed wells,
and (4) coal-to-gas substitution. We continue to focus on 1H2010 gas prices as a key
driver for FY2011. Assuming gas prices stay below $5.00/MMBtu Henry Hub gas in 1H2010,
our E&P team forecasts a normalization of gas storage in 2Q/3Q 2010, leading to tightness
and a spike in prices during Winter 2010-2011.
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Exhibit 21: Near term storage data could turn bullish Exhibit 22: ....and further rig count declines should lead
natural gas storage to $6+/MMBtu gas beyond 2010
US natural gas rig count
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Within our universe, RRI maintains the most sensitivity to changes in commodity
prices, although others maintain sizable commodity leverage. As highlighted in
Exhibit 23 below, RRI Energy maintains the greatest exposure to natural gas and power
prices, given minimal hedges for its generation output. Above-market coal contracts
weigh on 2009 significantly and have a modest impact on 2010, but roll-off by 2011.
Diversified Utilities also maintain sizable exposure to natural gas and power prices, with
hedges rolling off at different times for each — Allegheny Energy (AYE) remains
significantly unhedged for 2011, while few maintain hedges beyond 2011.

Exhibit 23: RRI and NRG remain the most sensitive to a $1.00 change in Gas, AYE is most
sensitive Diversified Utility
EPS Sensitivity to + or - $1.00/mmbtu of natural gas in 2010,2011

EPS sensitivity + or - $1.00/mmbtu of Natural Gas

2010 2011 2012

[Indepent Power Producers

NRG 12% 17% 208%

RRI 167% 60% 36%
Average 90% 39% 122%
[Diversified Utilities

AEE 4% % 10%

AYE 9% 23% 37%

EIX 10% 13% 15%

ETR 3% 7% 1%

EXC 2% 9% 26%

SRE 1% 1% 2%
Average 5% 10% 17%

*Our "base-case" implies our E&P Team's forecast of $5.50/mmbtu in 2010 and
$7.00/mmbtu in 2011

Source: Goldman Sachs Research estimates.
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We raise estimates for RRI and increase target prices for IPPs, upgrading RRI to CL
Buy, with around 30-35% upside in both RRlI and NRG. We continue to apply a sum of
the parts valuation methodology for IPPs and the IPP segments within Diversified Utilities,
now utilizing a 7.0x base-line EV/EBITDA multiple on average 2011/2012 EBITDA, then
making adjustments for expected average FCF yields, returns on invested capital,
anticipated carbon impact, and broader attractiveness of regional markets. For RRI, we
increase estimates to reflect lower than previously forecast coal costs for its Seward unit, a
waste coal facility competitively advantaged due to coal that costs roughly half the cost of
traditional Appalachian coal. We lower our 12-month, DCF based, price target on Neutral-
rated ORA from $43 to $41, on (1) lower forecasted backlog, (2) lower gross margins
forecasts, and (3) lower power prices in Hawaii, implying 5% upside.

Exhibit 24: We upgrade RRI from Neutral to Buy and remain buyers of NRG
SoTP Valuation of IPPS ($mn unless per share estimates)

Average 2011-2012 EBITDA $560 $2,434
Baseline EV/EBITDA Multiple 7.0x 7.0x
Adjustments to Baseline Multiple
Attractiveness of Regional Markets 0.0x -0.3x
Carbon Exposure -1.5x -1.0x
Returns on Capital 0.0x 0.0x
Free Cash Flow Yield 1.75x 1.25x
Target EV/EBITDA Multiple 7.2x 7.0x
Enterprise Value $4,056 $17,019
Net debt $1,053 $6,465
Equity Value - Generation & Other Non-Utility $3,002  $10,266
Current Diluted Share Count 351 275
Equity Value per Share - Generation & Other Non-Utility $8.56 $37.33
Target Price per Share $9 $37
Current Share Price $6.98 $27.20
Dividend yield 0.0% 0.0%
Total Return to Target 29% 36%
Carbon NPV, $/sh $ (2 $ (9)
Generation Returns on Capital 2011-2012 3.4% 5.7%
Generation Free Cash Flow Yield 2011-2012 19.2% 11.9%

Source: Goldman Sachs Research estimates.

Multiple expansions will also benefit Diversified Utilities, as we forecast improving
valuations for their non-regulated subsidiaries and regulated segments. We value the
“parts” of Diversified Utilities using two methodologies: (1) P/E metrics on regulated
earnings power, and (2) an EV/EBITDA multiple on the non-regulated merchant
generation or IPP segments, with adjustments for (a) returns of capital, (b) free cash
flow, (c) exposure to potential carbon regulations, and (d) attractiveness of regional
markets.
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Exhibit 25: Multiple expansion benefits Diversified Utilities at both segments
SoTP valuation methodology

Company AEE AYE EIX EXC
Utility 2012 EPS $2.44  $1.44 $3.48 $1.08
Applied Targe PE Multiple 10.0x 10.0x 10.5x 10.5x
Utility Equity Value per Share $24 $14 $36 $1
Average EBITDA on Generation (2011-2012) $410 $690 $849 $3,604
Other 2011-2012 EBITDA 30 $0 ($30) ($102)
Total Generation & Other Non-Utility EBITDA $410 $690 $819 $3,502
Baseline EV/EBITDA Multiple 7.0x 7.0x 7.0x 7.0x
Adjustments to Baseline Multiple
Attractiveness of Regional Markets -0.8x -1.0x -0.3x -0.5x
Carbon Exposure -1.3x -0.5x 0.2x 3.7x
Returns on Capital -0.3x 0.5x 0.0x 0.3x
Free Cash Flow Yield -0.3x 0.8x 0.0x 0.0x
Target EV/IEBITDA Multiple 4.5x 6.8x 7.0x 10.5x
Enterprise Value - Generation & Other Non-Utility $1,835 $4,675 $5,699 $36,661
Generation & Non-Utility Net Debt $1,682 $1,795  $4,942 $3,140
Equity Value - Generation & Other Non-Utility $153 $2,880 $757 $33,521
Current Diluted Share Count 214 170 327 659
Equity Value per Share - Generation & Other Non-Utility $1 $17 $2 $51
Target Price per Share $25 $31 $39 $62
Current Share Price $25.74 $26.96  $34.01 $50.12
Dividend yield 6.0% 2.2% 3.8% 4.2%
Total Return to Target 3% 17% 19% 28%
Carbon NPV, $/sh -$2 -$2 $1 $20
Generation Returns on Capital 2011-2012 2.9% 8.7% 3.6% 8.0%
Generation Free Cash Flow Yield 2011-2012 -0.8% 7.3% 1.1% 0.1%

CL Buy rated Entergy target price is $101/sh, while Neutral rated Sempra target price is $59/sh

Source: Goldman Sachs Research estimates.

We downgrade Regulated Utilities to Neutral, as few bell-weathers
screen attractively

With large cap Regulated Utilities screening less attractive than small/mid cap peers,
we downgrade this sub-sector to Neutral. While Regulated Utilities trade below
historical levels on Price to Book and on longer term (2012) P/E multiples, multiples on FY2
screen less attractively. More importantly, upside on average in the sub-sector remains
tilted toward smaller/mid cap names versus the large cap stocks, driving our sub-sector
downgrade to Neutral. Dividend yield spreads remain attractive, but few sector-wide
catalysts exist.

Regulated Utilities currently trade near long-term historic average P/E multiples on
2010 estimates. As shown in Exhibit 27 below, Regulated Utilities currently trade near
12.0x on FY2 or 2010 estimates, versus long-term average levels closer to 12.5x, only a
modest discount. We note the long-term average includes trough levels from the high
inflationary period in the 1970s and the “electricity crash” from 2001-2002, with the mean
and median on FY2 much higher utilizing ranges from just the last 5-7 years, although
expected rate base growth currently lags expected levels from 2005-2008 due to cuts in
capital spending.
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Exhibit 26: Regulated Utilities currently trade inline
with the historic average of 13.2x on FY1 consensus
estimates
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Exhibit 27: Regulated Utilities currently trade below the
historic average of 12.5x on FY2 consensus estimates
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Source: Factset, Goldman Sachs Research estimates.

Regulated Utilities trade slightly below average Price to Book levels and equity issuances
in 2010 are not a major overhang. As detailed in Exhibit 28 below, Regulated Utilities
historically traded at Price/Book multiples on average near 1.3-1.4x, with group levels
currently near 1.2x. Removing the 1970s trough period, the historical Price/Book level
appears closer to 1.5x-1.6x, implying regulated names trade only slightly below historical
levels, as outlined in Exhibit 29 below. Since we do not expect significant equity financing
needs over 2010, with only a handful of companies likely issuing shares versus a broad
wave of issuances in 2009, Regulated Utilities could close this gap on a Price to Book basis,
although many key names already have done so.

Exhibit 28: Regulated Utilities currently trade below

historic P/B average of 1.3x — which includes the trough

period of the 1970s
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Exhibit 29: Companies like GXP and NVE trading below
book provides opportunities for mean reversion
Percent premium/(discount) to book value
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Source: Factset, Goldman Sachs Research estimates.
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Relative to treasury yields, regulated names and the broader group appear attractive.
The Goldman Sachs Global ECS team forecasts lower interest rates over the next 12-
months, with 10-year Treasury yield expected to decline from the current levels near 3.5%
to approximately 3% through 1H2010, as shown in Exhibit 30. Under this scenario, the
average dividend yields of Regulated Utilities appear attractive versus the near-term
expected 10-year yield. Historically, for Regulated Utilities, lower dividend yields implied
higher share prices. As detailed in Exhibit 31, the spread between the dividend yield and
the 10-year yield is at a historic low, versus the long-term average of 0.23. We believe that
the current spread levels provide a potential for mean reversion, resulting into lower
dividend yield for the Regulated Utilities and implying upside to share prices.

Exhibit 30: Low 10-year Treasury yields indicate share Exhibit 31: The current yield spread is significantly

price upside for Regulated Utilities below the historic average

Yields, 10-year Treasury note and dividends on Regulated Spread, 10-year Treasury yield and average dividend yield on
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Regulated Utilities screen attractively relative to S&P 500, trading at a 12%-20%
discount despite stable multi-year average earnings growth. As shown in Exhibit 32
below, we expect a CAGR EPS growth of approximately 12% through 2012 for Regulated
Utilities, below the earnings growth for the S&P 500 of 21%. However, the Regulated
Utilities have a less volatile earnings growth profile, with a 5% decline in 2009 given the
weak demand fundamentals in TH2009, followed by a 11%-12% yearly growth over 2010-
2012 . The S&P 500 index currently trades at 14.0/13.2/12.4X on forecasted 2010-2012
earnings, versus Regulated Utilities at 12.4/11.1/9.9X , implying a 1.0x-1.6x or 12%-20%
discount for the regulated group, as shown in Exhibit 33 below. However, the S&P
estimates assume a more normal 6%-6.5% growth after 2010, likely conservative given
economic improvements and therefore potentially overstating the relative valuation of
Regulated Utilities.
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Exhibit 32: We expect Regulated Utilities to post 12%
CAGR growth in EPS...
Annual forecasted EPS growth, 2009E-2012E
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Exhibit 33: ...while Regulated Utilities trade at a
discount to S&P 500 on P/E multiples
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Source: Goldman Sachs Research estimates.

Given expected improvements in utility demand and broader/improved market views
overall, we adjust our target prices for Regulated Utilities. We continue to utilize a dual
approach for valuing Regulated Utilities, a blend of dividend discount model analysis
(assuming a 9% cost of equity and a 2.5% terminal growth rate) and a P/E multiple on
projected longer-term 2012 earnings power. We increase our baseline target P/E multiples
for Regulated Utilities to reflect improving fundamentals for the group. We also apply a
differential in target multiples for the two sub-groups: large cap and small/mid cap
regulated utilities-- to reflect the historic premium exhibited by the large cap regulated
utilities on long-term earnings power.

On longer-term earnings power, large cap group trades at a 7%-13%
premium versus the small/mid cap peers. As shown in Exhibit 34, we
observe a trading disparity between the two sub groups, with large cap
regulated utilities trading at a note worthy premium to its small/mid cap
peers on longer-term earnings power. We expect this pattern to hold
going forward, and alter our P/E based valuation methodology by
introducing a 5% differential between the target multiples for the two

groups.

Exhibit 34: Yearly comparison of the trading multiples for large cap and small/mid cap
Regulated Utilities, on FY3 consensus estimates
Over years 2005-2009

Year
Over 2005
Over 2006
Over 2007
Over 2008
Over 2009

Large cap

14.2x
14.2x
14.6x
12.0x
10.4x

Small/cap

13.3x
14.1x
13.0x
11.1x
9.6x

Pre/(disc.) (%)

7%
0%
13%
8%
8%

Source: Factset, Goldman Sachs Research estimates.
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e Our new target prices imply a 12% average upside from current levels
for Regulated Utilities. As shown in Exhibit 35, we value regulated
utilities using a 50/50 weighting on: (1) P/E multiples for longer-term
regulated earnings power, and (2) a DDM model. Given the improving
demand fundamentals and historic trading patterns, we increase our
expected base-line P/E multiple from 9.0x to 10.5x for large cap group and
10.0x small/mid cap group, a 5% valuation differential between the two
sub-sectors. While we increase the P/E side of our valuation, we maintain
our DDM model which incorporates a 2.5% terminal growth rate, roughly
in line with expected long-term GDP growth trends.

Exhibit 35: We use a blend of P/E on 2012 EPS and DDM, with a discounted target
multiple for the small/mid group versus large cap Regulated Utilities
Our price target methodology

2012 P/E DDM _ Price
x 50% + 0 =
o x 50% Target
10.5x - Large caps 9.0% cost of equity
10.0x-Small/mid caps 2.5% terminal growth

Source: Goldman Sachs Research.

Exhibit 36: Valuation of Regulated Utilities on a dividend discount model basis are attractive and our blended target
prices imply a 12% total return potential

Total Return to
DDM Current | Total Return, Multiple P/E-Based| Total Return, | 12-month Target 12-Month
Ticker Rating  9/28 Close Value Yield DDM Only |2012 EPS Applied Value P/E Only Price Target
Large-Cap
American Electric Power AEP Buy $31.13 $38 5.3% 27% $3.45 10.5x $36 22% $37 24%
Consolidated Edison ED Sell $41.40 $39 5.7% 1% $3.45 10.5x $36 7% $38 -3%
Duke Energy DUK Neutral $15.93 $15 5.8% 2% $134 10.5x $14 -6% $15 0%
PG&E PCG Neutral $40.91 $43 4.1% 10% $4 02 10.5x $42 7% $43 9%
Progress Energy PGN Neutral $39.60 $43 6.3% 14% $3 55 10.5x $37 0% $40 7%
Large-Cap Mean 5.4% 11% 3% 8%
Large-Cap Median 5.7% 10% 0% 7%
Mid & Small-Cap
Cleco CNL Neutral $25.10 $26 3.6% 7% $239 10.0x $23.87 1% $25 3%
El Paso Electric EE Neutral $17.84 $20 0.0% 12% $2.10 10.0x $21 18% $21 18%
Great Plains Energy GXP Buy $18.17 $22 4.6% 28% $2.13 10.0x $21 22% $22 26%
Northeast Utilities NU Neutral $23.99 $28 4.0% 19% $2 51 10.0x $25 8% $26 12%
NSTAR NST Sell $32.09 $32 4.7% 3% $255 10.0x $26 -16% $29 -5%
NV Energy NVE Neutral $11.59 $15 3.5% 31% $1.41 9 0x $13 13% $14 24%
Portland General POR Neutral $20.07 $24 5.1% 24% $220 10.0x $22 15% $23 20%
SCANA SCG Neutral $35.30 $42 5.3% 24% $3 80 10.0x $38 13% $40 19%
Westar WR Neutral $19.60 $24 6.0% 28% $2.18 10.0x $22 17% $23 23%
Wisconsin Energy WEC Neutral $45.11 $49 3.0% 12% $4 63 10.0x $46 6% $48 9%
Mid & Small-Cap Mean 4.0% 19% 9% 15%
Mid & Small-Cap Median 4.3% 21% 13% 18%
Regulated Utilities Mean 4.5% 16% 7% 12%
Regulated Utilities Median 4.7% 14% 8% 12%
Source: Goldman Sachs Research estimates.
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As investors begin to gain visibility on the improving power fundamentals in 2010, we
believe multiples will expand for Regulated Utilities and the regulated segments
within Diversified Utilities. We utilize a dual approach for valuing Regulated Utilities,
applying a 50% weighting to our dividend discount model analysis (assuming a 9%
cost of equity and a 2.5% terminal growth rate) and a 50% weighting to P/E multiples
on projected longer-term 2012 earnings power. We raise our baseline P/E multiple on
2012 from 9.0X to 10.0X for Small & Mid Cap Regulated Utilities and 10.5X for large
cap Regulated Utilities.

e We reiterate our BUY rating on large-cap American Electric Power (AEP), our
favorite large-cap regulated name, while affirming our Conviction Sell rating
on Con Edison (ED). AEP trades at a 16%-18% discount on projected 2010-2012
earnings power and provides an attractive dividend yield. We maintain our
Conviction Sell rating on Con Edison given (1) relative valuation, (2) a
projected $400mm equity issuance, which is at the high end of management
guidance, and which we believe is imminent, and (3) unimpressive earnings
growth.

We reiterate our Buy rating on Great Plains Energy (GXP), but remove it from the Conviction Buy list, and
downgrade Portland General Electric (POR) from Buy to Neutral. We believe GXP trades at a substantial discount
to peers on LT normalized estimates despite its top quartile earnings growth trajectory. We downgrade POR
because we remain (1) below consensus estimates on 2010, and (2) see a better a better opportunity in CL Buy-
rated GXP.
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Primary catalysts and key risks

Catalysts:

In our view, a series of events, including various regulatory proceedings, a major
industry conference and 3Q2009 reporting season will drive share prices in the near-
term.

e A number of rate cases and regulatory proceedings in the next 90-120 days
are key to monitor: Multiple companies within our universe — both among
Regulated and Diversified Utilities — currently face key decision dates or interim
recommendations on requests for revenue increases in rate case proceedings.
Large cap names such as Progress Energy (Florida), Duke Energy (Carolinas) and
Ameren (Missouri) will receive PSC staff recommendations or final orders in key
rate cases that impact 2010.

e A major industry conference - the EEl conference - in November will provide
greater insight into 2010-2011 outlooks. We expect many Regulated and
Diversified Utilities in our universe to introduce guidance at the Edison Electric
Institute’s (EEI) Conference in early November. Given our 2010 forecasts, we
anticipate guidance ranges for most companies reporting to be within the range of
consensus expectations, with only a handful of disappointments or surprises.

o Third quarter earnings presents a risk, although with EEIl approaching,
investors likely will focus more on 2010-2011: While we are positioned below
consensus into the 3Q2009 earnings season, our conversations with investors
suggest the buy-side is ahead of sell-side estimates in anticipating that weak
weather and commodity pricing will weigh on the quarter. We believe investors
are more likely to be focused on long-term earnings potential and growth, and
should react favorably to management commentary on (1) lower-than-expected
equity financing needs in 2010, and (2) stabilizing demand fundamentals.

Exhibit 37: We are below consensus on Q3 2009 after incorporating new gas and demand
forecasts, however we are increasingly confident investors will look through the quarter

EPS GS EPS Cons % Dif.
FY 2009 Q3 FY 2009 Q3 ’
NVE $0.59 $0.74 -19 6%
NST $0.80 $0.83 -2.6%
PGN $1.11 $1.18 -5.5%
DUK $0.36 $0.40 -8.3%
AEP $0.80 $0.86 -6.3%
POR $0.27 $0.27 1.3%
NU $0.32 $0.38 -16 9%
PCG $0.91 $0.92 -1.4%
CNL $0.75 $0.76 -1.6%
SCG $0.83 $0.79 4.5%
WEC $0.49 $0.57 -14 6%
EE $0.52 $0.58 -10 6%
GXP $0.68 $0.78 -12.4%
WR $0.81 $0.91 -10 6%
Average -1.5%
AEE $0.89 $1.00 -11 0%
EIX $1.12 $1.03 8.7%
EXC $0.92 $0.98 -6.0%
SRE $1.17 $1.21 -2.7%
ETR $2.58 $2.55 1.1%
Average -2.0%
EBITDA GS EBITDA Cons % Dif.
FY 2009 Q3 FY 2009 Q3 ’
NRG $699 $848 -17 5%
ORA $38 $40 -5.7%
RRI $133 $90 47 3%
Average 8.0%
Source: Goldman Sachs Research, Quantum.
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Risks:

Primary risks for utilities and power generators include (1) lower than expected power
demand or power pricing, (2) increased environmental spending, and (3) higher than
forecast financing needs.

e Demand risk — Lower-than-expected electricity demand could decrease earnings
for regulated segments and weaken overall commodity prices, negatively
impacting IPPs and Diversified Utilities.

e Environmental capital risk — Increased requirements for pollution controls to
reduce SOx, NOx or mercury emissions could drive higher spending or litigation
risk for companies with coal fired generation.

¢ Financing risk — Unlike when entering 2009, where we forecast a sizable level of
equity issuances for 1TH2009, we do not see a broader “wave” of equity issuances
in 2010, primarily due to company efforts to reduce spending levels. Higher than
expected equity financing needs or rising cost of debt would negatively impact
utility shares.

Exhibit 38: Among the large cap Regulated Utilities, ED Exhibit 39: Among the mid/small cap regulated utilities,
has significant equity financing needs over 2009/2010 there are few with significant equity needs
Net equity issuances among large cap regulated utilities as a Net equity issuances among small/mid cap regulated utilities
percentage of market capitalization as a percentage of market capitalization
12% 1 00% - - ————"—"—"—"—"—"—"—-" | ———————— L~ —————
1% - POR, SCG & NU issued
equity in Q12009 and GXP in
250% 1+ — — — ——— — — — — — — | 202009 f - o g 24%— — — —

10%

20.0% -

8% 1 15.0% -

10.0%
6%
5.0% 1

4% 7 0.0% A

-5.0%
2% +

-10.0%

0% - -15.0% -

AEP ED DUK PCG PGN
2009 [@2010 m2011-2012 W2009 m2010 [2011-2012
Source: Goldman Sachs Research estimates. Source: Goldman Sachs Research estimates.
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Appendix A: Sum of the parts valuation for Sempra Energy

Sempra Energy Sum of the Parts Valuation

California Utilities
SDG&E 2012E EPS
SoCalGas 2012E EPS
Total

Generation
2011/2012 EBITDA
Implied EV
Debt
Equity Value

Pipelines & Storage
2012 EBITDA Forecast
Implied EV
Equity Value

LNG

Cameron and Energia Costa Azul

Commodities
Book Value, SRE Por ion

Parent/Other
Net Debt

Total SoP Value

Segment Multiple /

Earnings or Value Per Share

Equiv. Applied Metric Desc. Value

$2.01

$1.11

$3.13 10.5x (P/E) $33

274 7.0x (EV/EBITDA)

$1,921

$0

$1,921 $8

$549 6.5x (EV/EBITDA)

$3,569

$3,569 $14
(DCF) $11

$1,600 1.0x (P/B) $6

$3,179 ($13)

$59

Source: Goldman Sachs Research estimates.
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Appendix B: One year forward EV/EBITDA multiples are extremely volatile
1 yr forward EV/EBITDA multiples of base-load IPPs (NRG, RRI, and MIR)

1-year rolling EV/EVEBITDA
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Source: Goldman Sachs Research Estimates, Factset.

Appendix C: Two year forward EV/EBITDA multiples remain one standard deviation below
mean

2 yr forward EV/EBITDA multiples of base-load IPPs (NRG, RRI, and MIR)

2-year rolling EV/EVEBITDA

14X -

12X 1

10X

8X

6X A

4X A

2X

0X

Qﬁ

S & S S S S
& \x;o* vp‘) ‘\o & ‘gﬁ o‘?' ‘\o & \@* vg‘?’ ‘\o &

9” ® e @a \\gb 6@ §z> @ *@ q@
é’b v.\) eo QQ &’b v.é

Source: Goldman Sachs Research Estimates, Factset.

Goldman Sachs Global Investment Research

26

ATTACHMENT E - 26



September 29, 2009 United States: Utilities: Power - Electric Utilities

Appendix D: Old versus new EPS and EBITDA estimates

EPS Revisions 2009 2010 2011 2012
Ticker Old New % Old New % Old New % Old New %

Large Cap Reqgulated Utilities

American Elec Power AEP $2.85 $2.70 -5% $3.09 $2.99 -3% $3.39 $333 -2% $3.47 $3.45 -1%
Duke Energy DUK $1.19 $1.11 -7% $1.17 $1.17 0% $1.32 $130 -2% $1.34 $1.34 0%
Consolidated Edison ED $3.03 $2.99 -1% $3.22 $3.21 0% $3.31 $3 31 0% $3.45 $3.45 0%
PG&E PCG $3.08 $3.08 0% $3.45 $3.45 0% $3.81 $3 81 0% $4.02 $4.02 0%
Progress Energy PGN $2.92  $2.88 -1% $3.05 $2.99 -2% $3.31 $332 0% $3.46  $3.55 3%
Large Cap Average -3% -1% -1% 0%

Mid & Small Cap Regulated Utilities

Cleco CNL $1.68 $1.64 -2% $2.14  $2.14 0% $2.29 $227 -1% $2.38  $2.39 0%
El Paso Electric EE $1.40 $1.34 -4% $1.34 $1.28 -4% $1.52 $1.47 -3% $2.10 $2.10 0%
Great Plains Energy GXP $1.24  $1.17 -6% $1.56  $1.54 -1% $2.01  $201 0% $2.13  $2.13 0%
NSTAR NST $2.32  $2.33 1% $2.25 $2.29 2% $249  $250 1% $2.53  $2.55 1%
Northeast Utilities NU $1.76  $1.68 -4% $1.89 $1.85 -2% $2.02 $200 -1% $2.52  $2.51 -1%
Portland General Electric POR $1.43  $1.45 1% $1.66  $1.63 -2% $221  $221 0% $2.20 $2.20 0%
SCANA Corporation SCG $2.85  $2.85 0% $307  $2.98 -3% $3.35 $335 0% $3.82  $3.80 -1%
NV Energy NVE $0.80 $0.69 -14% $103 $0.94 -9% $1.24 $1.12 -10% $1.42 $1.41 0%
Wisconsin Energy WEC $3.14  $3.05 -3% $398  $4.01 1% $4.55  $4.13 -9% $4.60 $4.63 1%
Westar Energy WR $1.75 $1.45 -17% $180 $1.64 -9% $1.79 $157 -13% $2.36 $2.18 -8%
Mid & Small Cap Average -5% -3% -4% -1%
|Regulated Average 4% 2% 3% ml

Diversified Utilities

Ameren AEE $2.35 $2.21 -6% $2.23 $2.12  -5% $2.65 $250 -5% $2.72 $2.60 -4%
Allegheny Energy AYE $2.15 $2.15 0% $2.52 $2.47 2% $3.78 $357 -6% $2.64 $2.42 -8%
Edison International EIX $2.97 $2.92 -2% $3.57  $3.56 0% $3.91 $384 -2% $3.45  $3.33 -3%
Entergy ETR $6.56 $6.50 -1% $6.82 $6.67 -2% $8.07 $795 -1% $8.35  $8.21 -2%
Exelon EXC $4.03 $4.02 0% $3.62 $3.58 -1% $4.11 $4.11 0% $3.10 $3.04 -2%
Sempra Energy SRE $4.48 $4.46 0% $4.95  $4.93 0% $5.54 $555 0% $5.60  $5.61 0%

| Average -2% -2% -2% -3% |

Independent Power Producers (IPPs)
NRG Energy NRG $1.89 $1.86 -2% $2.34  $2.34 0% $231  $225 -3% $2.11  $2.05 -3%
Ormat Technologies ORA $1.29 $1.23 -4% $1.56 $1.27 -18% $149 $125 -16% $1.77  $1.35 -24%
RRI Energy RRI ($0.84) ($0.77) 9% $0.10  $0.19 103% $0.53  $064 21% $0.05  $0.21 NA

| Average 1% 28% 1% -13% |

EBITDA Revisions 2009 2010 2011 2012

IPPs Ticker Old New % old New % Old New % Old New %
NRG Energy NRG $2,462 $2,448 -1% $2,620 $2,620 0% $2,534 $2,513 -1% $2,377 $2,355 -1%
Ormat Technologies ORA $151 $148 -2% $197 $180 -9% $263 $248 6% $297 $272 -8%
RRI Energy RRI $98 $141 44% $513 $567  10% $604 $664  10% $386 $455  18%

[ Average 14% 1% 1% 3% |

Source: Goldman Sachs Research Estimates, Factset; EBITDA estimates are Adjusted EBITDA, not GAAP EBITDA
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Appendix E: Old versus new price targets

Old Price New Price
Ticker Target Target
Large Cap Regulated
American Elec Power AEP $34 $37
Duke Energy DUK $14 $15
Consolidated Edison ED $35 $38
PG&E PCG $40 $43
Progress Energy PGN $36 $40
Small / Mid Cap Regulated
Cleco CNL $24 $25
El Paso Electric EE $19 $21
Great Plains Energy GXP $21 $22
Northeast Utilities NU $25 $26
NSTAR NST $27 $29
NV Energy NVE $13 $14
Portland General Electric POR $22 $23
SCANA Corporation SCG $38 $40
Westar Energy WR $23 $23
Wisconsin Energy WEC $45 $48
Diversified Utilities
Ameren AEE $23 $25
Allegheny Energy AYE $30 $31
Edison International EIX $33 $39
Entergy ETR $93 $101
Exelon EXC $60 $62
Sempra Energy SRE $54 $59
IPPs
NRG Energy NRG $32 $37
Ormat Technologies ORA $43 $41
RRI Energy RRI $6 $9

Goldman Sachs Global Investment Research

Source: Goldman Sachs Research estimates, Factset.
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Appendix F: National and regional weather-adjusted demand - YoY weather a headwind in 3Q09, but benefit in
4Q09/1Q10

Demand Forecasts

3Q2009 4Q2009 1Q2010 2Q2010 3Q2010 4Q2010 2010 2011 2012
National Weather Adjusted -2.9% -2.2% -0.6% 0.0% 0.8% 1.3% 0.4% 1.5% 1.7%
National Non-Weather Adjusted -2.7% -2.4% -0.9% 0.3% 0.8% 1.3% 0.4% 1.5% 1.7%
Mountain NVE -4.7% -1.8% 0.5% 1.3% 0.8% 1.3% 1.0% 1.5% 1.7%
Pacific POR -1.9% -2.4% -0.5% 1.6% 0.8% 1.3% 0.8% 1.5% 1.7%
Middle Atlantic EXC* -3.0% -2.3% -1.4% 1.7% 0.8% 1.3% 0.6% 1.5% 1.7%
E. N. Central EXC* AEP* DUK* WEC -4.9% -3.3% -1.3% 1.2% 0.8% 1.3% 0.5% 1.5% 1.7%
W. N. Central AEE GXP WR -4.3% -2.6% -0.9% 0.0% 0.8% 1.3% 0.3% 1.5% 1.7%
New England NST NU -3.2% -2.5% -2.2% 1.2% 0.8% 1.3% 0.3% 1.5% 1.7%
East South Central ETR* -3.4% -2.3% 0.71% -3.01% 0.85% 1.28% 0.0% 1.5% 1.7%
South Atlantic DUK* PGN SCG -2.2% -1.4% -0.3% -2.1% 0.8% 1.3% -0.1% 1.5% 1.7%
West South Central ETR* AEP* CNL EE -0.2% -1.4% 0.4% -3.2% 0.9% 1.3% -0.1% 1.5% 1.7%

* OPERATES IN MULTIPLE EIA JURISDICTIONS
NOTE - ASSUME HIGHER LONG-TERM GROWTH RATES FOR EE AND NVE GIVEN CUSTOMER GROWTH IN JURISDICTIONS

Source: GS Research Estimates, Factset.

Appendix G: AEP and GXP screen as Buys, while NST and ED screen as Sells
Target price and EPS summary

Target Price and EPS Summary

Close Price Tot Ret EPS P/E Dividend
Ticker Rating 09/28/09 Target to Target 2009 2010 2011 2012 2009 2010 2011 2012  Yield

Regulated Utilities
Large-Cap
American Elec Power AEP Buy $31.13 $37 24% $2.70 $2.99 $3.33 $3.45 11.5x 10.4x 9.3x 9.0x 5.3%
Duke Energy DUK Neutral $15.93 $15 0% $1.11 $1.17 $1.30 $1.34 14.4x 13.7x 12.3x 11.9x 5.8%
Consolidated Edison ED Sell $41.40 $38 -3% $2.99 $3.21 $3.31 $3.45 13.8x 12.9x 12.5x 12.0x 5.7%
PG&E PCG Neutral $40.91 $43 9% $3.08 $3.45 $3.81 $4.02 13.3x 11.8x 10.7x 10.2x 4.1%
Progress Energy PGN Neutral $39.60 $40 7% $2.88 $2.99 $3.32 $3.55 13.7x 13.2x 11.9x 11.2x 6.3%
Large-Cap Mean 8% 13.3x 12.4x 11.4x 10.8x 5.4%
Large-Cap Median 7% 13.7x 12.9x 11.9x 11.2x 57%
Mid & Small-Cap
Cleco CNL Neutral $25.10 $25 3% $1.64 $2.14 $2.27 $2.39 15.3x 11.7x 11.0x 10.5x 3.6%
El Paso Electric EE Neutral $17.84 $21 18% $1.34 $1.28 $1.47 $2.10 13.3x 13.9x 12.1x 8.5x 0.0%
Great Plains Energy GXP Buy $18.17 $22 26% $1.17  $1.54 $2.01 $2.13 15.5x 11.8x 9.0x 8.5x 4.6%
NSTAR NST Sell $32.09 $29 -5% $2.33 $2.29 $2.50 $2.55 13.7x 14.0x 12.8x 12.6x 4.7%
Northeast Utilities NU Neutral $23.99 $26 12% $1.68 $1.85 $2.00 $2.51 14.2x 13.0x 12.0x 9.6x 4.0%
NV Energy NVE Neutral $11.59 $14 24% $0.69 $0.94 $1.12 $1.41 16.8x 12.3x 10.3x 8.2x 3.5%
Portland General Electric POR Neutral $20.07 $23 20% $1.45 $1.63 $2.21 $2.20 13.9x 12.3x 9.1x 9.1x 51%
SCANA Corporation SCG Neutral $35.30 $40 19% $2.85 $2.98 $3.35 $3.80 12.4x 11.8x 10.5x 9.3x 5.3%
Wisconsin Energy WEC Neutral $45.11 $48 9% $3.05 $4.01 $4.13 $4.63 14.8x 11.2x 10.9x 9.7x 3.0%
Westar Energy WR Neutral $19.60 $23 23% $1.45 $1.64 $1.57 $2.18 13.5x 12.0x 12.5x 9.0x 6.0%
Small / Mid Cap Mean 15% 14.3x 12.4x 11.0x 9.5x 4.0%
Small / Mid Cap Median 18% 13.8x 12.0x 11.0x 9.2x 4.3%
Regulated Utilities Mean 12% 14.0x 12.4x 11.1x 9.9x 4.5%
Regulated Utilities Median 12% 13.8x 12.3x 11.0x 9.6x 4.7%
Note: ED is on the Conviction List
Source: Goldman Sachs Research Estimates, Factset.
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Appendix H: We reiterate Buy ratings on ETR and EXC, while upgrading RRI
target price and eps summary

P/E Multiples Summary

Close Price Tot Ret Estimates P/E Multiples
Ticker Rating 09/28/09 Target  toTarget 2009 2010 2011 2012 2009 2010 2011 2012
Natural Gas Price Forecast ($/MMBtu) $4.25 $5.50 $7.00 $6.50
Diversified Utilities
Ameren AEE Sell $25.74 $25 3% $221 $2.12 $2 50 $2.60 11.7x 12 2x 10.3x 9.9x
Allegheny Energy AYE Neutral $26.96 $31 17% $2.15 $2.47 $3 57 $2.42 12 5x 10 9x 7.6x 11.1x
Edison International EIX Neutral $34.01 $39 19% $292 $3 56 $3 84 $3.33 11 6x 9 6x 8.9x 10.2x
Entergy ETR Buy $79.64 $101 31% $6 50 $6 67 $7 95 $8.21 12 3x 11 9x 10.0x 9.7x
Exelon EXC Buy $50.12 $62 28% $4 02 $358 $4.11 $3.04 12 5x 14 0x 12.2x 16.5x
Sempra Energy SRE Neutral $50.17 $59 20% $4.46 $4.93 $5 55 $5.61 11 2x 10.2x 9.0x 8.9x
Diversified Utilities Mean 20% 12.0x 11.5x 9.7x 11.1x
Diversified Utilities Median 19% 12.0x 11.4x 9.5x 10.0x
IPP's
NRG Energy NRG Buy $27.20 $37 36% $186 $2 34 $2 25 $2.05 14.7x 11 6x 12.1x 13.3x
RRI Energy RRI Buy $6.98 $9 29% ($0.77)  $0.19 $0 64 $0.21 NA  359x  10.9x  33.1x
Special Situation and IPP Median 22% 24.0x 26.6x 18.6x 25.6x
Special Situation and IPP Mean 29% 24.0x 32.2x 12.1x 30.5x

Note: ETR and RRI are on the Conviction List
Source: Goldman Sachs Research estimates, Factset.

Appendix I: Action Off: Americas Buy List - Portland General

Since being added to Americas Buy List on August 17, 2009 POR is up 5.7% versus the XLU up 2.8% and the S&P500 up 8.5%. In the
last 12 months, POR is down 17.5% versus the S&P500 down 12.4%.

Company Ticker Primary analyst Price Price as of  Price performance 3 month price 6 month price 12 month price
currency 09/28/09 since 08/17/09 performance perf perf

Americas Power & Utilities Peer Group

Portland General Electric Co. POR Michael Lapides $ 20.09 5.7% 2.4% 16.9% -17.5%
AGL Resources Inc. AGL Theodore Durbin $ 35.08 3.3% 11.2% 30.5% 8.6%
Allegheny Energy, Inc. AYE Michael Lapides $ 27.01 9.3% 4.0% 15.4% -29.4%
Ameren Corp. AEE Michael Lapides $ 25.74 -1.3% 4.9% 10.4% -35.9%
American Electric Power AEP Michael Lapides $ 31.18 0.9% 9.0% 18.7% -16.1%
Atmos Energy Corp. ATO Theodore Durbin $ 28.31 2.6% 12.8% 19.9% 3.1%
Cleco Corp. CNL Michael Lapides $ 25.14 3.8% 15.3% 12.7% -1.5%
Consolidated Edison, Inc. ED Michael Lapides $ 41.41 5.2% 11.8% 7.9% -5.2%
Duke Energy Corporation DUK Michael Lapides $ 15.94 4.4% 10.6% 11.5% -11.6%
Edison International EIX Michael Lapides $ 34.07 7.5% 8.9% 17.7% -15.0%
El Paso Electric Co. EE Michael Lapides $ 17.84 13.3% 25.5% 29.7% -16.8%
Entergy Corp. ETR Michael Lapides $ 79.80 21% 4.4% 17.4% -11.9%
Exelon Corp. EXC Michael Lapides $ 50.22 1.9% -0.9% 9.8% -25.2%
Great Plains Energy Inc. GXP Michael Lapides $ 18.17 4.9% 17.8% 32.1% -19.1%
Northeast Utilities NU Michael Lapides $ 24.02 1.7% 8.6% 10.7% -7.3%
NRG Energy Inc. NRG Michael Lapides $ 27.15 -2.0% 14.1% 54.3% 2.8%
NSTAR NST Michael Lapides $ 32.11 1.0% 1.7% 2.3% -6.3%
NV Energy, Inc. NVE Michael Lapides $ 11.60 -1.7% 7.7% 21.0% 14.7%
Ormat Technologies, Inc. ORA Michael Lapides $ 41.18 12.4% 4.5% 48.3% -0.9%
PG&E Corporation PCG Michael Lapides $ 40.96 2.5% 7.9% 5.6% 6.8%
Progress Energy Inc. PGN Michael Lapides $ 39.66 1.3% 5.0% 10.0% -9.6%
RRI Energy, Inc. RRI Michael Lapides $ 7.00 26.6% 54.2% 105.9% -42.7%
SCANA Corp. SCG Michael Lapides $ 35.32 5.2% 10.0% 14.2% -13.0%
Sempra Energy SRE Michael Lapides $ 50.24 -0.2% 0.9% 12.2% -5.5%
Westar Energy Inc. WR Michael Lapides $ 19.62 -3.3% 6.5% 12.1% -17.7%
WGL Holdings, Inc. WGL Theodore Durbin $ 33.60 1.7% 4.3% 1.2% 0.9%
Wisconsin Energy Corp. WEC Michael Lapides $ 45.16 0.9% 11.0% 10.5% -1.2%
S&P 500 1062.98 8.5% 15.7% 30.3% -12.4%
Index performance in stock price currency 1062.98 8.5% 15.7% 30.3% -12.4%

Note: Prices as of most recent available close, which could vary from the price date indicated above
This table shows movement in absolute share price and not total shareholder return. Results presented should not and cannot be viewed as an indicator of future performance.

Source: Factset, Quantum database.
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Appendix J: Action Off: Americas Conviction Buy List — Great Plains Energy

Since being added to Americas Conviction Buy List on August 17, 2009 GXP is up 4.9% versus the XLU up 2.8% and the S&P500 up
8.5%. In the last twelve months, GXP is down 19.1% versus the S&P500 down 12.4%.

Gemrany Ticker e e Price Price as of  Price performance 3 month price 6 month price 12 month price
currency 09/28/09 since 08/17/09 performance performance performance
Americas Power & Utilities Peer Group
Great Plains Energy Inc. GXP Michael Lapides $ 18.17 4.9% 17.8% 32.1% -19.1%
AGL Resources Inc. AGL Theodore Durbin $ 35.08 3.3% 11.2% 30.5% 8.6%
Allegheny Energy, Inc. AYE Michael Lapides $ 27.01 9.3% 4.0% 15.4% -29.4%
Ameren Corp. AEE Michael Lapides $ 25.74 -1.3% 4.9% 10.4% -35.9%
American Electric Power AEP Michael Lapides $ 31.18 0.9% 9.0% 18.7% -16.1%
Atmos Energy Corp. ATO Theodore Durbin $ 28.31 2.6% 12.8% 19.9% 3.1%
Cleco Corp. CNL Michael Lapides $ 25.14 3.8% 15.3% 12.7% -1.5%
Consolidated Edison, Inc. ED Michael Lapides $ 41.41 5.2% 11.8% 7.9% -5.2%
Duke Energy Corporation DUK Michael Lapides $ 15.94 4.4% 10.6% 11.5% -11.6%
Edison International EIX Michael Lapides $ 34.07 7.5% 8.9% 17.7% -15.0%
El Paso Electric Co. EE Michael Lapides $ 17.84 13.3% 25.5% 29.7% -16.8%
Entergy Corp. ETR Michael Lapides $ 79.80 2.1% 4.4% 17.4% -11.9%
Exelon Corp. EXC Michael Lapides $ 50.22 1.9% -0.9% 9.8% -25.2%
Northeast Utilities NU Michael Lapides $ 24.02 1.7% 8.6% 10.7% -7.3%
NRG Energy Inc. NRG Michael Lapides $ 27.15 -2.0% 14.1% 54.3% 2.8%
NSTAR NST Michael Lapides $ 32.11 1.0% 1.7% 2.3% -6.3%
NV Energy, Inc. NVE Michael Lapides $ 11.60 1.7% 7.7% 21.0% 14.7%
Ormat Technologies, Inc. ORA Michael Lapides $ 41.18 12.4% 4.5% 48.3% -0.9%
PG&E Corporation PCG Michael Lapides $ 40.96 2.5% 7.9% 5.6% 6.8%
Portland General Electric Co. POR Michael Lapides $ 20.09 5.7% 2.4% 16.9% -17.5%
Progress Energy Inc. PGN Michael Lapides $ 39.66 1.3% 5.0% 10.0% -9.6%
RRI Energy, Inc. RRI Michael Lapides $ 7.00 26.6% 54.2% 105.9% -42.7%
SCANA Corp. SCG Michael Lapides $ 35.32 5.2% 10.0% 14.2% -13.0%
Sempra Energy SRE Michael Lapides $ 50.24 -0.2% 0.9% 12.2% -5.5%
Westar Energy Inc. WR Michael Lapides $ 19.62 -3.3% 6.5% 12.1% -17.7%
WGL Holdings, Inc. WGL Theodore Durbin $ 33.60 1.7% 4.3% 1.2% .9%
Wisconsin Energy Corp. WEC Michael Lapides $ 45.16 0.9% 11.0% 10.5% -1.2%
S&P 500 1062.98 8.5% 15.7% 30.3% -12.4%
Index performance in stock price currency 1062.98 8.5% 15.7% 30.3% -12.4%

Note: Prices as of most recent available close, which could vary from the price date indicated above
This table shows movement in absolute share price and not total shareholder return. Results presented should not and cannot be viewed as an indicator of future performance.

Source: Factset, Quantum database.

Appendix K: We observed significant efficiency gains by the industrial customer class
electricity usage by customer, indexed to 1990 levels

Energy Efficiency By Customer Class: MWh per Customer Indexed to 1990 Levels
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Source: Goldman Sachs Research estimates, Factset.
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Appendix L: Valuation Methodology and Risks

S [Ticker  [Method. [Risks to Our Thesis |
Diversified Ufilities

Ameren AEE SoP Lower-than-expected environmental spending on its lllinois coal fleet, worse-than-expected outcome at the next lllinois power auction; Rate case risk

Allegheny Energy AYE SoP LT Commodity prices as non-regulated business contributes bulk of earnings; higherthan-expected environmental spending at the coal plants

Edison International EIX SoP Environmental capex potentially significant; Commodity risk due to minimal hedging

Entergy ETR SoP LT Commaodity prices put non-regulated earnings at risk; Hurricane cost recovery

Exelon EXC SoP LT Commodity prices as company becomes increasingly dependent on nonregulated business; Regulatory risk in lllinois

Sempra Energy SRE SoP Lower-than-expected earnings from trading business; Commodity price risk; SoCal utilities rate case risk

Regulated Utilities
Large-Cap Regulated Utilities.

American Elec Power AEP DDM & P/E Cost recovery of capital invested in major projects; Greater-than-expected wholesale margins and environmental capex; Above-average debt levels
Duke Energy DUK DDM & P/E Rate case risk at DUK's regulated Franchise Electric business
Consolidated Edison ED DDM & P/E Above-average growth; Equity issuances below guidance
PG&E PCG DDM & P/E Delays in rate base growth
Progress Energy PGN DDM & P/E Lower-than-expected rate base growth, regulatory proceedings, greater-than-anticipated financing requirements
Mid and Small-Cap Regulated Ufiliies
Cleco CNL DDM & P/E Rate case exposure in Louisiana after Rodemacher ion; worse-than-antici cash flows from non-regulated plants
El Paso Electric EE DDM & P/E Operational risk at Palo Verde may lead to less FCF and lower-than-expected equity repurchases
Great Plains Energy GXP DDM & P/E Risks to RoE in KS/MD; Greater-than-expected declines
Northeast Utiliies NU DDM & P/E Regulatory approval of transmission projects, construction risk, and general regulatory and rate case risk
NSTAR NST DDM & P/E Higher-than-expected load growth, success in capturing incentive revenues, lower-than-expected O& M
NV Energy NVE DDM & P/E Lower-than-expected rate base or load growth, long-term rate case risk
Portland General Electric POR DDM & P/E Regulatory risk from the OPUC; long-term rate base growth that varies from our estimates
SCANA Corporation SCG DDM & P/E Rate case risk, lower-than-expected gross margins, customer growth or market share at Scana Energy
Wisconsin Energy WEC DDM & P/E Construction delays; Regulatory environment may become less friendly
Westar Energy WR DDM & P/E Regulatory risk
Special Situation Utilites and IPPs
NRG Energy NRG SoP Delay/cost increases on planned construction; LT Commodity price risk; Lower-than-expected retail margins
Ormat Technologies ORA DCF Elimination or reduction of Production Tax Credits; decreased capacity factors at existing plants; lower long-term commodity prices
RRI Energy RRI SoP Lower L T commodity prices; Higher coal to gas switching; Higher than expected environmental capital spending

Source: Goldman Sachs Research.
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market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites
of several methodologies to determine the stocks percentile ranking within the region's coverage universe.
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
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managed public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a
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The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage.
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MAJOR RATE CASE DECISIONS--CALENDAR 2010

The average return on equity (ROE) authorized electric utilities in 2010 approximated 10.3%
compared to 10.5% in 2009. There were 59 electric ROE determinations in 2010, up substantially from 39
in 2009. The average ROE authorized gas utilities approximated 10.1% in 2010, compared to 10.2% in
2009. There were 37 gas cases that included an ROE determination in 2010, and 29 in 2009. Not included
in these averages is a Sept. 16, 2010, New York Public Service Commission decision authorizing
Consolidated Edison of New York's steam operations a 9.6% ROE. We note that this report utilizes the
simple mean for the return averages.

After reaching a low in the early-2000’s, the number of rate case decisions for energy
companies has generally increased over the last several years. There were 126 electric and gas rate
decisions in 2010, versus 95 in 2009, and only 32 back in 2001. Increased costs, including
environmental compliance expenditures, the need for generation and delivery infrastructure upgrades
and expansion, renewable generation mandates, and higher employee benefit costs argue for a
continuation of the increased level of rate case activity over the next few years.

We note that electric industry restructuring in certain states has led to the unbundling of rates
and retail competition for generation. Commissions in those states are now authorizing revenue
requirement and return parameters for delivery operations only (which we footnote in our chronology
beginning on page 5), thus complicating historical data comparability. We also note that while the
heightened business risk associated with the sluggish economy may have increased corporate capital
costs, higher average authorized ROEs did not materialize in 2010 or in 2009. In fact, average
authorized ROEs have declined slightly over the last two years, and some state commissions have
cited customer hardship as a significant factor influencing their equity return authorizations.

The table on page 2 shows the average ROE authorized in major electric and gas rate decisions
annually since 1990, and by quarter since 2004, followed by the number of observations in each period.
The tables on page 3 show the composite electric and gas industry data for all major cases summarized
annually since 1997 and by quarter for the past eight quarters. The individual electric and gas cases
decided in 2010 are listed on pages 5-9, with the decision date (generally the date on which the final
order was issued) shown first, followed by the company name, the abbreviation for the state issuing
the decision, the authorized rate of return (ROR), return on equity (ROE), and percentage of common
equity in the adopted capital structure. Next we show the month and year in which the adopted test
year ended, whether the commission utilized an average or a year-end rate base, and the amount of
the permanent rate change authorized. The dollar amounts represent the permanent rate change
ordered at the time decisions were rendered. Fuel adjustment clause rate changes are not reflected in
this study. We note that the cases and averages included in this study may be slightly different from
those in our online rate case history database, with any differences likely the result of this study's
inclusion of ROE determinations that are rendered in cost-of-capital-only proceedings in California.

(Text continued on page 4.)
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Average Equity Returns Authorized January 1990 - December 2010

Electric Utilities

Gas Utilities

Year Period ROE % (# Cases) ROE % (# Cases)
1990 Full Year 12.70 (44) 12.67 (31)
1991 Full Year 12.55 (45) 12.46 (35)
1992 Full Year 12.09 (48) 12.01 (29)
1993 Full Year 11.41 (32) 11.35 (45)
1994 Full Year 11.34 (31) 11.35 (28)
1995 Full Year 11.55 (33) 11.43 (16)
1996 Full Year 11.39 (22) 11.19 (20)
1997 Full Year 11.40 (11) 11.29 (13)
1998 Full Year 11.66 (10) 11.51 (10)
1999 Full Year 10.77 (20) 10.66 9)
2000 Full Year 11.43 (12) 11.39 (12)
2001 Full Year 11.09 (18) 10.95 (7)
2002 Full Year 11.16 (22) 11.03 (21)
2003 Full Year 10.97 (22) 10.99 (25)
1st Quarter 11.00 (3) 11.10 (4)
2nd Quarter 10.54 (6) 10.25 (2)
3rd Quarter 10.33 (2) 10.37 (8)
4th Quarter 10.91 (8) 10.66 (6)
2004 Full Year 10.75 (19) 10.59 (20)
1st Quarter 10.51 (7) 10.65 (2)
2nd Quarter 10.05 (7) 10.54 (5)
3rd Quarter 10.84 (4) 10.47 (5)
4th Quarter 10.75 (11) 10.40 (14)
2005 Full Year 10.54 (29) 10.46 (26)
1st Quarter 10.38 (3) 10.63 (6)
2nd Quarter 10.68 (6) 10.50 (2)
3rd Quarter 10.06 (7) 10.45 (3)
4th Quarter 10.39 (10) 10.14 (5)
2006 Full Year 10.36 (26) 10.43 (16)
1st Quarter 10.27 (8) 10.44 (10)
2nd Quarter 10.27 (11) 10.12 (4)
3rd Quarter 10.02 (4) 10.03 (8)
4th Quarter 10.56 (16) 10.27 (15)
2007 Full Year 10.36 (39) 10.24 (37)
1st Quarter 10.45 (10) 10.38 (7)
2nd Quarter 10.57 (8) 10.17 (3)
3rd Quarter 10.47 (11) 10.49 (7)
4th Quarter 10.33 (8) 10.34 (13)
2008 Full Year 10.46 (37) 10.37 (30)
1st Quarter 10.29 (9) 10.24 4)
2nd Quarter 10.55 (10) 10.11 (8)
3rd Quarter 10.46 (3) 9.88 (2)
4th Quarter 10.54 (17) 10.27 (15)
2009 Full Year 10.48 (39) 10.19 (29)
1st Quarter 10.66 (17) 10.24 (9)
2nd Quarter 10.08 (14) 9.99 (11)
3rd Quarter 10.26 (11) 9.93 (4)
4th Quarter 10.30 (17) 10.09 (12)
2010 Full Year 10.34 (59) 10.08 (37)

RRA
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RRA 3.
Electric Utilities--Summary Table*

Eq. as % Amt.
Period ROR % (# Cases) ROE % (# Cases) Cap. Struc. (# Cases) $ Mil. (# Cases)
1997 Full Year 9.16 (12) 11.40 (11) 48.79 (11) -553.3 (33)
1998 Full Year 9.44 (9) 11.66 (10) 46.14 (8) -429.3 (31)
1999 Full Year 8.81 (18) 10.77 (20) 45.08 (17) -1,683.8 (30)
2000 Full Year 9.20 (12) 11.43 (12) 48.85 (12) -291.4 (34)
2001 Full Year 8.93 (15) 11.09 (18) 47.20 (13) 14.2 (21)
2002 Full Year 8.72 (20) 11.16 (22) 46.27 (19) -475.4 (24)
2003 Full Year 8.86 (20) 10.97 (22) 49.41 (19) 313.8 (12)
2004 Full Year 8.44 (18) 10.75 (19) 46.84 (17) 1,091.5 (30)
2005 Full Year 8.30 (26) 10.54 (29) 46.73 (27) 1,373.7 (36)
2006 Full Year 8.24 (24) 10.36 (26) 48.67 (23) 1,465.0 (42)
2007 Full Year 8.22 (38) 10.36 (39) 48.01 (37) 1,401.9 (46)
2008 Full Year 8.25 (35) 10.46 (37) 48.41 (33) 2,899.4 (42)
1st Quarter 8.19 (8) 10.29 (9) 48.52 (8) 857.0 (14)
2nd Quarter 8.05 9) 10.55 (10) 47.66 9) 1,425.0 (17)
3rd Quarter 8.48 (3) 10.46 (3) 47.20 (3) 317.1 (7)
4th Quarter 8.30 (18) 10.54 (17) 49.41 (17) 1,593.2 (20)
2009 Full Year 8.23 (38) 10.48 (39) 48.61 (37) 4,192.3 (58)
1st Quarter 7.95 (17) 10.66 (17) 48.36 (16) 2,010.0 (19)
2nd Quarter 7.95 (15) 10.08 (14) 47.07 (13) 937.5 (19)
3rd Quarter 8.16 (12) 10.26 (11) 49.52 (11) 730.6 (18)
4th Quarter 7.95 (15) 10.30 (17) 49.00 (14) 1,889.6 (21)
2010 Full Year 7.99 (59) 10.34 (59) 48.45 (54) 5,567.7 (77)

Gas Utilities--Summary Table*

Eq. as % Amt.
Period ROR % (# Cases) ROE % (# Cases) Cap. Struc. (# Cases) $ Mil. (# Cases)
1997 Full Year 9.13 (13) 11.29 (13) 47.78 (11) -82.5 (21)
1998 Full Year 9.46 (10) 11.51 (10) 49.50 (10) 93.9 (20)
1999 Full Year 8.86 (9) 10.66 9) 49.06 9) 51.0 (14)
2000 Full Year 9.33 (13) 11.39 (12) 48.59 (12) 135.9 (20)
2001 Full Year 8.51 (6) 10.95 (7) 43.96 (5) 114.0 (11)
2002 Full Year 8.80 (20) 11.03 (21) 48.29 (18) 303.6 (26)
2003 Full Year 8.75 (22) 10.99 (25) 49.93 (22) 260.1 (30)
2004 Full Year 8.34 (21) 10.59 (20) 45.90 (20) 303.5 (31)
2005 Full Year 8.25 (29) 10.46 (26) 48.66 (24) 458.4 (34)
2006 Full Year 8.51 (16) 10.43 (16) 47.43 (16) 444.0 (25)
2007 Full Year 8.12 (32) 10.24 (37) 48.37 (30) 813.4 (48)
2008 Full Year 8.48 (30) 10.37 (30) 50.47 (30) 884.8 (41)
1st Quarter 8.11 (5) 10.24 (4) 44.97 (4) 167.6 (7)
2nd Quarter 8.05 (7) 10.11 (8) 48.84 (7) 92.5 (8)
3rd Quarter 8.30 (2) 9.88 (2) 51.00 (2) 19.2 (4)
4th Quarter 8.19 (14) 10.27 (15) 49.35 (15) 195.7 (18)
2009 Full Year 8.15 (28) 10.19 (29) 48.72 (28) 475.0 (37)
1st Quarter 8.20 (10) 10.24 9) 50.27 9) 177.3 (11)
2nd Quarter 7.80 (11) 9.99 (11) 46.31 (11) 230.2 (12)
3rd Quarter 8.13 (4) 9.93 (4) 49.00 (4) 290.5 (10)
4th Quarter 7.84 (13) 10.09 (13) 49.11 (14) 118.7 (16)
2010 Full Year 7.95 (38) 10.08 (37) 48.56 (38) 816.7 (49)

* Number of observations in each period indicated in parentheses.
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The table below tracks the average equity return authorized for all electric and gas rate cases
combined, by year, for the last 21 years. As the table reveals, since 1990 the authorized ROEs have generally
trended downward, reflecting the significant decline in interest rates that has occurred over this time frame.
The combined average equity returns authorized for electric and gas utilities in each of the years 1990 through
2010, and the number of observations for each year are as follows:

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

Dennis Sperduto

12.69%
12.51
12.06
11.37
11.34
11.51
11.29
11.34
11.59
10.74

(75)
(80)
(77)
(77)
(59)
(49)
(42)
(24)
(20)
(29)

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

11.41%
11.05
11.10
10.98
10.67
10.50
10.39
10.30
10.42
10.36
10.24

(24)
(25)
(43)
(47)
(39)
(55)
(42)
(76)
(67)
(68)
(96)
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RRA

ELECTRIC UTILITY DECISIONS

Date

1/11/10
1/12/10
1/19/10
1/22/10
1/26/10
1/27/10
1/27/10
1/27/10

2/9/10
2/18/10
2/24/10

3/2/10
3/4/10
3/5/10
3/11/10
3/11/10
3/11/10
3/17/10
3/26/10

2010

4/2/10
4/16/10
4/29/10
4/29/10
4/29/10

5/12/10
5/12/10
5/14/10
5/26/10
5/28/10

6/7/10
6/15/10
6/18/10
6/23/10
6/23/10
6/25/10
6/28/10
6/28/10
6/30/10

2010

Company (State

Detroit Edison (MI)

Northern States Power (SD)
Interstate Power & Light (IA)
Portland General Electric (OR)
PacifiCorp (OR)

Westar Energy (KS)

Kansas Gas & Elec. (KS)
Duke Energy Carolinas (SC)

Narragansett Electric (RI)
PacifiCorp (UT)
Idaho Power (OR)

Potomac Electric Power (DC)
Kentucky Utilities (VA)

Florida Power (FL)

Virginia Electric and Power (VA)
Virginia Electric and Power (VA)
Virginia Electric and Power (VA)
Florida Power & Light (FL)
Consolidated Edison of New York (NY)

1ST QUARTER: AVERAGES/TOTAL
MEDIAN
OBSERVATIONS

Puget Sound Energy (WA)
Southwestern Electric Power (TX)
Central Illinois Light (IL)

Central Illlinois Public Service (IL)
Illinois Power (IL)

Atlantic City Electric (NJ)
Rockland Electric (NJ)
PacifiCorp (WY)

MDU Resources (WY)
Union Electric (MO)

Public Service Electric & Gas (NJ)
PacifiCorp (UT)

Central Hudson Gas & Electric (NY)
Entergy Arkansas (AR)

Empire District Electric (KS)
Monongahela Power/Potomac Ed. (WV)
Kentucky Power (KY)

Public Service of New Hampshire (NH)
Connecticut Light & Power (CT)

2ND QUARTER: AVERAGES/TOTAL
MEDIAN
OBSERVATIONS

Common

ROR ROE Eq. as %
% % Cap. Str.
7.02 11.00 39.48
8.32 --- ---
8.91 10.80 49.52
8.08 10.13 51.00
8.49 10.40 50.13
8.49 10.40 50.13
8.41 10.70 (1) 53.00
7.20 9.80 42.75
8.34 10.60 51.00
8.06 10.18 49.80
8.01 9.63 46.18
7.85 10.50 53.62
7.88 10.50 46.76
11.90 (3) ---
7.81 (E) 12.30 (4) 47.71
7.81 (E) 12.30 (5) 47.71
6.65 10.00 47.00
7.76 10.15 48.00
7.95 10.66 48.36
8.01 10.50 48.76
17 17 16
8.10 10.10 46.00
8.05 9.90 43.61
8.02 10.06 48.67
8.97 10.26 43.55
8.69 10.30 49.10
8.21 10.30 49.85
8.33 --- ---
8.25 10.00 49.77
8.06 10.10 51.26
8.21 10.30 51.20
7.43 10.00 48.00
5.04 10.20 29.32
8.71 --- ---
--- 10.50 ---
7.51 9.67 52.40
7.68 9.40 49.20
7.95 10.08 47.07
8.10 10.10 49.10
15 14 13

(Hy)

(Hy)

Test Year
& Amt.
Rate Base $ Mil.
6/10-A 217.4 (I)
--- 10.9 (B)
12/08-A 83.7 (I)
--- 9.8 (B)
12/10-A 41.5 (B)
--- 8.5 (B)
--- 8.5 (B)
12/08-YE 74.1 (B)
12/08-A 23.5 (D)
6/10-A 32.4
12/09 5.0 (B)
12/08-A 19.8 (D)
12/08-A 10.6 (I,B)
12/10-A 126.2 (1,2)
12/08 0.0 (I,B)
- 71.0 (1,B,4)
- 64.0 (I,B,5)
12/10-A 75.5
3/11-A 1,127.6 (D,B,Z)
2,010.0
19
12/08-A 74.1 (R)
3/09 25.0 (B)
12/08-YE 4.9 (D,R)
12/08-YE 23.7 (D,R)
12/08-YE 28.2 (D,R)
12/09-YE 20.0 (D,B)
12/09-YE 9.8 (D,B)
--- 35.5 (B,2)
12/08-YE 2.7
3/09-YE 229.6
12/09-YE 73.5 (D,B)
- 30.8 (B,6)
6/11-A 30.2 (D,B,2)
6/09-YE 63.7 (B,R)
- 2.8 (B)
12/08-A 60.0 (B,Z)
9/09-YE 63.7 (B)
- 57.4 (D,I,B)
6/09-DC 101.9 (D,2)
937.5
19
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ELECTRIC UTILITY DECISIONS (continued)

RRA

7/1/10  Wisconsin Electric Power (MI) 6.99 10.25 47.61 * 12/10-A 23.5 (I)
7/15/10 South Carolina Electric & Gas (SC) 8.56 10.70 52.96 9/09-YE 101.2 (B,2)
7/15/10 Appalachian Power (VA) 7.85 10.53 41.53 12/08-YE 61.5
7/30/10 Maui Electric (HI) 8.67 10.70 54.89 12/07-A 13.2 (B,I)
7/30/10 Kentucky Utilities (KY) --- --- --- 10/09-YE 98.0 (B)
7/30/10 Louisville Gas & Electric (KY) --- --- --- 10/09-YE 74.0 (B)
7/30/10 EIl Paso Electric (TX) --- --- --- 6/09 17.2 (B,7)
8/4/10 Black Hills Colorado Electric Utility (CO) 9.32 10.50 52.00 7/09 17.9 (B)
8/6/10 Potomac Electric Power (MD) 8.18 9.83 48.87 12/09-A 7.8
8/11/10 Black Hills Power (SD) 8.26 --- --- 6/09-A 22.0 (B,I)
8/18/10 Empire District Electric (MO) --- --- --- 6/09-YE 46.8 (B)
8/25/10 Northern Indiana Public Service (IN) 7.29 9.90 49,95 * 12/07-YE -48.9
9/14/10 Hawaiian Electric (HI) 8.62 10.70 55.10 12/07-A 77.5 (B,I)
9/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 8/11-A 88.7 (D,B,Z,8)
9/16/10 Rochester Gas and Electric (NY) 8.47 10.00 48.00 8/11-A 54.2 (D,B,Z,8)
9/21/10 Avista Corp. (ID) --- --- --- 12/09 21.3 (B)
9/30/10 UNS Electric (AZ) 8.28 9.75 45.76 12/08-YE 7.4
9/30/10 South Carolina Electric & Gas (SC) --- --- --- - 47.3 (9)
2010 3RD QUARTER: AVERAGES/TOTAL 8.16 10.26 49.52 730.6
MEDIAN 8.27 10.25 48.87 -—
OBSERVATIONS 12 11 11 18
10/14/10 Indiana Michigan Power (MI) 7.53 10.35 44,14 * 12/10-A 35.7 (B,I)
10/28/10 Hawaii Electric Light (HI) 8.33 10.70 51.19 12/06-A 24.6 (B,I)
11/2/10 Minnesota Power (MN) 8.18 10.38 54.29 12/10-A 67.5 (I)
11/4/10 Consumers Energy (MI) 6.98 10.70 41.59 * 6/11-A 145.7 (1)
11/19/10 Avista Corp. (WA) 7.91 10.20 46.50 12/09-A 29.5 (B)
11/22/10 Kansas City Power & Light (KS) 8.37 10.00 49.66 9/09-YE 21.8
12/1/10 Entergy Texas (TX) 8.52 10.13 --- 6/09 68.0 (B,1,2)
12/6/10 Baltimore Gas & Electric (MD) 8.06 9.86 51.93 7/10-A 31.0
12/9/10 NorthWestern Corp. (MT) 7.80 10.00 48.00 12/08-A 6.5 (D,B,1,E)
12/15/10 Interstate Power & Light (IA) --- 10.00 --- 12/09-A 114.5 (1,10)
12/13/10 Dominion North Carolina Power (NC) 8.22 10.70 51.00 12/08-YE 3.1 (B)
12/14/10 PacifiCorp (OR) 8.08 10.13 51.00 12/11-A 84.6 (B)
12/17/10 Portland General Electric (OR) 8.03 10.00 50.00 12/11-A 100.2 (B)
12/20/10 Sierra Pacific Power (NV) 8.06 10.60 44.11 12/09-YE 13.1
12/21/10 Upper Peninsula Power (MI) 7.12 10.30 50.42 * - 8.9 (B)
12/21/10 PECO Energy (PA) --- --- --- 12/10 225.0 (D,B)
12/21/10 PPL Electric Utilities (PA) --- --- --- 12/10 77.5 (D,B)
12/21/10 PacifiCorp (UT) --- --- --- --- 33.3 (B,11)
12/27/10 PacifiCorp (ID) 7.98 9.90 52.10 12/09-A 13.8
12/29/10 Georgia Power (GA) --- 11.15 --- - 562.3 (B)
12/30/10 Georgia Power (GA) --- --- --- 12/11 223.0 (12)
2010 4TH QUARTER: AVERAGES/TOTAL 7.95 10.30 49.00 1,889.6
MEDIAN 8.06 10.20 50.21 -—
OBSERVATIONS 15 17 14 21
2010 FULL YEAR: AVERAGES/TOTAL 7.99 10.34 48.45 5,567.7
MEDIAN 8.06 10.25 49.36 -—
OBSERVATIONS 59 59 54 77
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GAS UTILITY DECISIONS

Common Test Year
ROR ROE Eq. as % & Amt.
Date Company (State % % Cap. Str. Rate Base $ Mil.
1/11/10 CenterPoint Energy Resources (MN) 8.09 10.24 52.55 12/09-A 40.8 (I)
1/20/10 Empire District Gas (MO) --- --- --- --- 2.6 (B)
1/21/10 Peoples Gas Light & Coke (IL) 8.05 10.23 56.00 12/10-A 69.8
1/21/10 North Shore Gas (IL) 8.19 10.33 56.00 12/10-A 13.9
1/26/10 Atmos Energy (TX) 8.60 10.40 48.91 6/08-YE 2.7 (E)
2/10/10 Southern Union (MO) 7.72 10.00 38.66 12/08-YE 16.2 (Bp)
2/23/10 CenterPoint Energy Resources (TX) 8.65 10.50 55.60 3/09-YE 5.1
3/9/10 SourceGas Distribution (NE) 7.80 9.60 49.96 12/08-YE 1.6 (I)
3/19/10 Mountaineer Gas (WV) 8.72 --- --- 12/08-A 19.0 (B)
3/24/10 MidAmerican Energy (IL) 7.60 10.13 47.08 12/08-YE 2.7
3/31/10 Atmos Energy (GA) 8.61 10.70 47.70 10/10-A 2.9
2010 1ST QUARTER: AVERAGES/TOTAL 8.20 10.24 50.27 177.3
MEDIAN 8.14 10.24 49.96 -—
OBSERVATIONS 10 9 9 11
4/2/10 Puget Sound Energy (WA) 8.10 10.10 46.00 (Hy) 12/08-A 10.1 (R)
4/14/10 UNS Gas (AZ) 8.00 9.50 49.90 6/08-YE 3.5
4/29/10 Central Illinois Light (IL) 7.83 9.40 43.61 12/08-YE -5.7 (R)
4/29/10 Central Illlinois Public Service (IL) 7.59 9.19 48.67 12/08-YE 0.3 (R)
4/29/10 Illinois Power (IL) 8.59 9.40 43.55 12/08-YE -7.4 (R)
5/17/10 Consumers Energy (MI) 7.02 10.55 40.78 * 9/10-A 65.9 (I)
5/24/10 Chattanooga Gas (TN) 7.41 10.05 46.06 4/11-A 0.1
5/28/10 Atmos Energy (KY) --- --- --- --- 6.1 (B)
6/3/10 Michigan Consolidated Gas (MI) 7.19 11.00 38.78 * 12/10-A 118.6 (I)
6/3/10 Questar Gas (UT) 8.42 10.35 52.91 12/10-A 2.6 (B,13)
6/18/10 Public Service Electric & Gas (NJ) 8.21 10.30 51.20 12/09-YE 26.5 (B)
6/18/10 Central Hudson Gas & Electric (NY) 7.43 10.00 48.00 6/11-A 9.6 (B,2)
2010 2ND QUARTER: AVERAGES/TOTAL 7.80 9.99 46.31 230.2
MEDIAN 7.83 10.05 46.06 -—
OBSERVATIONS 11 11 11 12
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7/30/10 Atmos Energy (KS) --- --- --- --- 3.9 (B)
7/30/10 Louisville Gas & Electric (KY) --- --- --- 10/09-YE 17.0 (B)
8/17/10 Black Hills Nebraska Gas Utility (NE) 9.11 10.10 52.00 7/09-YE 8.3 (R,I)
8/18/10 Atmos Energy (MO) --- --- --- --- 5.7 (B)
8/18/10 Laclede Gas (MO) --- --- --- --- 31.4 (B)
8/18/10 Columbia Gas of Pennsylvannia (PA) --- --- --- 9/09 12.0 (B)
9/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 8/11-A 34.0 (B,Z,8)
9/16/10 Rochester Gas and Electric (NY) 8.47 10.00 48.00 8/11-A 34.6 (B,Z,8)
9/21/10 Auvista Corp. (ID) --- --- --- 12/09 1.9 (B)
9/22/10 Consolidated Edison of New York (NY) 7.46 9.60 48.00 9/11-A 141.7 (B,2)
2010 3RD QUARTER: AVERAGES/TOTAL 8.13 9.93 49.00 290.5
MEDIAN 7.98 10.00 48.00 -—
OBSERVATIONS 4 4 4 10
10/6/10 South Carolina Electric & Gas (SC) --- --- --- 3/10 -10.4 (M)
10/21/10 Delta Natural Gas (KY) 7.97 10.40 44.49 12/09-YE 3.5 (R)
11/2/10 Boston Gas (MA) (14) 7.91 9.75 50.00 (Hy) 12/09-YE 41.5
11/2/10 Colonial Gas (MA) 8.16 9.75 50.00 (Hy) 12/09-YE 16.5
11/3/10 Atlanta Gas Light (GA) 8.10 10.75 51.00 5/11-A 26.6
11/4/10 Northern Indiana Public Service (IN) --- --- 46.29 * 12/09-YE -14.8 (B)
11/19/10 Avista Corp. (WA) 7.91 10.20 46.50 12/09-A 4.6 (B)
12/1/10 SourceGas Distribution (CO) 8.02 10.00 50.48 12/09-A 2.8 (B)
12/6/10 Nothern States Power-Minnesota (MN) 8.28 10.09 52.46 12/10-A 7.3 (I)
12/6/10 Baltimore Gas & Electric (MD) 7.90 9.56 51.93 7/10-A 9.8
12/9/10 NorthWestern Corp. (MT) 7.92 10.25 48.00 12/08-A -1.0 (B,I)
12/14/10 Texas Gas Service (TX) 8.65 10.33 59.24 6/09-YE 0.8
12/17/10 Columbia Gas of Virginia (VA) 7.92 10.10 42.70 12/09 4.9 (B)
12/20/10 Sierra Pacific Power (NV) 5.18 10.05 44.11 12/09-YE 2.7
12/23/10 SourceGas Distribution (WY) 7.98 9.92 50.34 8/09-YE 4.3
12/29/10 PECO Energy (PA) --- --- --- 12/10 19.6 (B)
2010 4TH QUARTER: AVERAGES/TOTAL 7.84 10.09 49.11 118.7
MEDIAN 7.97 10.09 50.00 -—
OBSERVATIONS 13 13 14 16
2010 FULL YEAR: AVERAGES/TOTAL 7.95 10.08 48.56 816.7
MEDIAN 7.99 10.10 48.34 -—
OBSERVATIONS 38 37 38 49
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FOOTNOTES
A- Average
B

Order followed stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically
adopted by the regulatory body.
Bp- Order followed partial stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically
adopted by the regulatory body.
CWIP- Construction work in progress
D- Applies to electric delivery only
DC- Date certain
E- Estimated
Hy- Hypothetical capital structure
I- Interim rates implemented prior to the issuance of final order, normally under bond and subject to refund.
M- "Make-whole" rate change based on return on equity or overall return authorized in previous case.
R- Revised
YE- Year-end
Z- Rate change implemented in multiple steps.
* Capital structure includes cost-free items or tax credit balances at the overall rate of return.

(1) While the authorized rate increase is based on a 10.7% ROE, the settlement specifies that the company is permitted to earn up
to an 11% ROE.

(2) The permanent rate increase includes a $126.2 million increase that was authorized by the PSC on 5/19/09 in a separate
proceeding related to the repowering of the Bartow generating plant. The company had also requested recovery of the Bartow
repowering costs in this base rate proceeding. In adddition, the $126.2 million Bartow-related increase, when adjusted for 2010
billing determinants, increases to $132.1 million.

(3) Authorized 11.9% ROE includes an 11.3% base ROE and a 60-basis-point management efficiency premium.

(4) Parameters apply to rider for the Virginia City Hybrid Energy Center, and the specified ROE includes an 11.3% base equity return
and a 100-basis-point premium.

(5) Parameters apply to rider for the Bear Garden generation facility, and the specified ROE includes an 11.3% base equity return
and a 100-basis-point premium.

(6) Case is a limited-issue proceeding involving PacifiCorp's incremental investment in a transmission line and an environmental
upgrade project.

(7) The rate increase is effective retroactive to 7/1/10.

(8) The 2010 rate increase is effective retroactive to 8/25/10.

(9) Authorized rate increase represents a current cash return on incremental V.C. Summer nuclear plant CWIP. The increase
incorporates a previously authorized 11% ROE and incremental CWIP of $399.1 million as of June 30, 2010.

(10) The authorized 10% ROE relates to the portion of the company's rate base not associated with the Emery Generating Station
and Whispering Willow Wind Farm.

(11) Case is a limited-issue proceeding involving PacifiCorp's incremental investment in a transmission line and a wind facility.

(12) Authorized rate increase represents a current cash return on incremental Plant Vogtle Units 3 & 4 nuclear plant CWIP. The
increase incorporates a previously authorized 11.15% equity return.

(13) Rate increase effective 8/1/10.

(14) The rate increase approved for Boston Gas reflects the combined revenue requirement for both Boston Gas and Essex Gas.
Boston Gas and Essex Gas merged their operations (effective Nov. 1, 2010), with Boston Gas the surviving entity.

Dennis Sperduto

ATTACHMENTF -9





