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Cinergy faces retail clectric competl-
don in Ohla. Effective January [st the
company's remil customers were allowed
to select thelr energy suppller. At the
same time, resden ratcpaytr recelved
8 5% reduction in the generating portion of
thetr bill, apd helr rames were {rozen
through 2005. Oa the plus side, CIN was
authorized to cecover transition cosus of
more than 31 Bllien over 10 yenrs, The
cost of purchased pewsr from the summer
of 2000 for up to five years will be included
as rransitjon casts. Mareover, commiy-
slon approved the oansfer of generatlng
axsees to 8 whotlly owned unrcgulated yub-
sidiary. After dhe trarefer. the company
will be zble to sell the plants’ pvrtput with-
out commisslon oversight It might be
noted that CIN's rerail electric operations
In Indlana wre not subject fo comperition
The stam Is stll studying the 1ikely effect
of deregulation theve.

The campany has reached a tenative
settiement over violadana of poilution
contro} stapndards. The US. Environ-
mental Protection Agency (EPA] had
charged Clnergy with breaches of The

Clean Alr Ace, The suun callod for civil

penalties of up to $27.500 per day for cach
of several violatiens since March 1. 2000,
In response ta the EPAS request for In-
farmation regarding CINs planned ex-
penditures for pollucion control. the com-
m stated 1t tntention o invest 3700
ilfien (n new equipment. The agreement
will have no immediate impact on elecrric
rotes pald in Ohlo. sinte the state’s
residendal rates are frazen fur the next
five years under the dercgulstian law.
We think earmingy moved higher In
2000. Power marketing operstlons, which
roduced heavy lozyes in 1999, probably
Eruke even last year, Toe, a 3% Incregse In
kitowatt-hour sales added about $0.10 a
share to net And savings continoed to ac-
true from the 19894 merger of Cincinran
C&E and P51 Reyources. Thus, despite
higher Inceresg expense, we estimate 2000
eornings roge 21% t 32.55 2 share. A fur-
ther pain ts jikely this year.
The high yield might intecest income-
orlented Investors. Mortover. dividend
gruowih prospects tn 20032005 are ncar
the wdustry norm. - But 8t the stock's
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Potomac Hectrie Power Coa. has et
an sgpresshve target date to complete
its purchase of ectly. Management
belleves that {& can ciose the 354 bililon
transaction (including $3.2 billen in as-
sumed debr and preferred stack) tn 12
maonths, or by the end of the first quarter
of 2002. Usually utflity mergers rake 18
manths o more o tomplere.  Federal
[FERC, SEC. and DOJ) and locol regu-
lators MD. Wash. . D.C . DE NJ. and .
as well 2s stockhnldars, must give thelr
approvals. PEPLOQ tnvestors would ex-
¢ their common shaces [or commeon
thares in the new Rolding company one for
ane. Conecddv stockholders may slect w e
celve 52500 1n cash or steck in the com-
binad compeny. subject [ W50 proration
x-ffico stock oollar;
this representy abeat » 30% premium
Alsy, those invesrors would see their an-
nual dividend rise $0.12.t0 $1.00 » share.
Recent asyer sales WL help finance
the deal. PEPCO has sold power plants
with & tocal craung capactey of 5.200
watts s] ta Mlrant Corp. fermer

| AT 45 s S
AN X

me
ly Southern Encegy Inc) for $275 bijlion.
‘Khe company hai also sold a steke (166

MWs} In a LTIl MW plant to an Al-
legheny Energy/FPL Carp. venture for
$156 milllen, r payments of roughly
$845 miilon Ln tawes, & $525 mulllon long-
term dcb:“rayduwn. 317G pilitan In cate
gredlm. and a $150 m“ﬁmhm"ﬂﬁ'ﬁ%g

larpower, 8 cable partners wil N
the remaining proceeds will l:o to finance
part of the cqudry value af the scquisition,

ay down $200 militon in debt and buy
ack up ta $450 million tn communen Stock.
The combined company’s mapitpl structure
should be soltd, with a 60/40 toral debs-to-

uq::z raio.
St In the enlasged compa yluml‘y
would produce worth £ 3 o §
yenr toml] retwns for Income Mvet-
tors. PEPCO has tut [ts annual dividend,
but the new tompany should achieve a bet-
ter long-term Incorne growth rare, thanks
o greater co2t {evernge. Colng forward, we
expect improved thare-price ﬁ:l:rmnnu
and modest dividend gains. appear
to be ne major hurdles ta the deal. Sdli.
before cnmmlmng. investars showld nare
that PEPCO stock is not espocially attrac-
dwve on a stand-alone basis.

David M. Reimer Mayrch 9. 2001
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fuel [(eoal and gas) hedping strategy. Too.
Elving a notable boost (D overall revenue
and earnungs results was Aliegheny Ener.
gr Globa! Markets. This subsidlary is
made up of the enerzy rrading business
g_ur:hased fram Merrill Lynch last March.

hough the pawer demand/supply balance
in the U.S. has tpped in favor of end-
custosners, AYE belleves that It can
maintain geed growth by concentrating on
areas where demand is strong {especially
in the Northeast). We suspert that the
positive momentum of the three most
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Revepues 25% a0t 234K | prices during the summer, the company quirements and fue! prices. As a result.
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mid-2002. In the meanume, the board of
directors might approve a modest dividend
hike. The planned IFO augurs well for in-
vestors if lﬁe stock market fully recovers.

The equity is ranked to match year-
shead market performance. It appears
thar Wall Street has discounted mast urill-
ty stacks for the recent declines in electn-
cry demand and increased trading risk.
We've become more conservative toward
AYE't 3- to 5-year prospects. but the cam-
pany should come tairly close ro artaining
management’s goal of ifung share net

N I [} !

;“: 3 :§ _4_% :; :;g recenl reportng periods carried into the 10% a year. Top-quality AYE shares offer
"M 0 8 g 8 172| surTrent quarter. Share eamings should better total returns to 2004-2006 than the
W00 | &3 43 4 9 172| fall within AYE's targat of $3.80-34.10. industry average.

W |43 41 Qg Manegement wi{lrselay an Inital pub- Dsvid Af. Reimer Decernber 7, 2001

!I-J Dt rgn Exgt monmeur mems 54, 104 | Jgn, (B N div'd mast sbout Mag, Y, Gt
95, 43¢, 30, 052 44: B9, ¢4y ‘00, 3¢ 10,

03, 4264, Inct ¢ o restrucs, ehg m 96, in- | Sop, Oec = Dy’ repvest

dui rearuct crg it 00, Y04, Newt eyt ! late | defd oy in 00, $6 D0 (D) Razs baye
Y (]

8 0, e Lne e A8
THE PUBLBIER 13 %0 AFSPORSLE T ARY
Ayt Wrmsmand i

o imey o

et uard o

JUN-21-20882 12:44

W My, §. Div'a prri, oatew 1000 of Mar,, June, | 1226%: eamed on T:;TE

ER
vy s,

. Fackw mugummﬁw SILE) R B b e A
RORS OR TSNS nEREIN, m:nﬂ:nummmw T, R LatvAIESl Peisne vse MO P
o PETEINg Iy DTG KAy DITTRE O slch o SALEKAON. LANCY Y prada

awal, (C) el | 1342% Rag. Clim
it (M) Ramated for accry

gty @ ey Pl & W

617 B84 157A

vnsa, Roum afitwed an com og; 10,05

R (Ewwcwd wimu SETION 3 Wy Lnd,

Co 3 Financtsi Mrenqih A
Sinen's z;l

cam &q. In 00 s Sxamlity 9
} oL, wdj'd for 1 Prica Growth Persloancs 33
MAmIRCIE Eamnings Preaicap)lity

P Da

= ~44




At 30.42 8w 12,20k

eam 0630 6.6%

ALLIANT ENERGY wvse v

stockhalders recaived one share of knder-

180 1B6] 10) 182 dbaf 197 ] 30 Im

ELINESS 3 Rueeniam Hign. | 25.3[ 328 384[ dag| 329] 316] 32%| 344 348 324] 35 N7 Tarnes Price Ran
| 2001 228 298| 313 28a] 273| 275| 88| 28D 52| /8 IS
U T = — 200413003 3
— 1 I§ NS o mmm
TECHNICAL & Loerent vamin bera oy e ok i %0
AETs 54 N0 M) e A T8 e ) ~= pegregngy syprayen ol L]
ares ke revemgn [T | [ —— hid
T

1 et S RCITT M IR N WPT TUTR A LA === N
pres  Gein “ﬁ.!l?:" SN E— A LT LT 2
A4 +50%) 14 . m
&- 13 ! anl 6;2 | - 1%
Insidar Bacisions 2
Fd AN J2aszsD 10
why 0O ODO0OY OOV []
R s

Inwictanal Deciatans T % TOL ::;m“:“m
. wen wme owen | T Ll o e [

- T J. ] mRn e oo

v R d ™
T 20130 2edn e | Y9414 210 \FTONTRTINER S50, OV PP ﬁm&ld sy m we f

liant Energy, formerly called Interstate En-] 3991 | 1992 11993 | 1994 1995 (1596 [ 1997 1998 | 1938 | 2600 ] 2001 | 3003 SaLLE LNE Full_ (NC. Joet
ergy Corporalion, was lomed on Aprd 21| 2022 B8] 2an| 6% 2823 300 | 2985 7148 | 2143| Mas| 7260 | o630 Revinuss per sh pLE]
1998 hrough the merges of WPL Holdings. | ¢ny| 4| 4m| am saaf so| s s8] snl aw| pe| Cmolcem Fitw" pas sh 135
IES industrles, end Interstate Power. WPL| 2431 2n1| an| ax z:f 227 w®@ & | 19] 23] 1e| @ Lornings por 3h & 130

2001 206] 200| 200 (D4 Dect'dperah Be 100

Futa Energy stock for 2ach WPL share, JES
siockhaloers received 1.4 intersiate Ener-
gy shares far ea¢h [ES shaic and Inlerstate

JAf AR as[ alr 3st el 4w a@m
09 17604 1915 ) 194) 1842 ] W] 187 X8

(8] 0| 1R 1S Gy ipandingper s | &73
TA| 257 40| 27.08 |Bock Yeue perah © ua

R ERE LI EGEE A E A E R

[ TESE| 7901 | Wa5] #n10 |Carmemon $n 2 .0

ower siackhoiders recesved 1 11 nterstate
Energy shares for each imerstale Power
shara. Data prlor 1o 1998 are for WPL Hold-

N20 B[ we | 8 3] 3] 18 M

ings only and am not comparable with Al
liart Energy desa.

CAPTAL STRULTURE ag of 13050
Test Dutt 327322 mil Duwin $ Yra §3022.5 md

) Baj NP AY Rrg Anal PiE Koo 119

Ry % W M M 3] B tn LRI S Ralnilve P Ratis 3
65% [ SB% | &5% | &E7% 66m | 65% ) Yon EIR | TOL EI%| GE% Fug Ann'l Df+'s Yintd 14%
SuBB7 65\ T[ M| ME?  BOT3 | BAZN| WMY) 21200 | MO [0S0 MG 20 (Revenuss (Imil) Ho
€49 CAb| B65) TIS  re9 ) E9@) b 034 | wR2| 3 L 240 | Nl Profd (dmit) pLL]
Ak s [ P4% [ 32S% M5% [ sATY [igax 380% | 403K | SAO% [ 400% | 40.0% [incoms Tas Aal T3

1IN 22% | 6% [ 14% % | 13 | e 583

VL 4| oK1 «% [aARDS % N PRt L%

LT Dedt $ZZ0B B mil. LT nisrest 1147.9 mu,
[LT interest eamed: 2.8
Pension Linbiilty rane

0% |06 [ | 5% DA% | 357% [40T% 41
STTR ) 00% | SAB% | SA1%  S40% | SO0 | S4m% 4B%

WOL| 708 | 303% | 36K [Cong Tamn et Ris | 4L3%
4% | 2% | M1.5% | @.0% [Corwwen EqdyRatio | &2

Ptg Stock $1138 mill. Pio Divw 567 mil,
449765 sha 5100 per. S594u0 3hs 325 par

8852 9988 | 1680|1059 1087 [ 10289 | 11254 2629
W08 | 1129 | 1207 | 12563 12058 { 12340 (1448 01

VEDTWE1 4| 45581 4190 | Tatst Copaad (b} on
M08 | 20| A4S [ Nst Pk () "

1,137,787 tha. §50 par.
Common 310¢k 79,922,785 shs. a3 of 10071101

B5% | #1%{ BO% ) BI% A | BD% | Ti®m 4
335 | 102% [ 103 ) 2% Nk | 0S% ] BI%  SO0L
M%) Y 0TR ] TR TRO% |09 | IR 60%

1% [ A8% | S5% ) 23% [Rewm on Tosi Capd sy
T30 | Ean | 40% | 14% [Returm on She. Eguity L%
BOS | 9N &MK| 2.0% |RetmonComEquity €] i8.0%

MARKET CAP: 2.4 Bllion [Weu Cap)

ELECTRIC OPERATING STATISTICS
1898

1% | 5% IB% ) 8% 20% | 1O% | NRF NW
T%| SN BTR: Y22 MY | 2% | 100% MW

TR 9% LI% | 20% [Rulened to Com Eq 10%
%[ A% | W% | 78% |A) Div'ty v Nl Prof X%

982 7000
'IC:\E‘IIHEI!EM 20 25 <12

-] q
et S I £
Camir 4 Pt

Prak Load Surmar 5278 5394 5307
A Loal 'exy 698 N1 672
Imm&m?ydl #1Z2 ~12 1

BUMNESS: Akt Energy. lormerly named inisrsais Enargy, io 1
holding eampany lermed through the mengn; of WPL Holdmgs, 1ES
InGusYiRg, and farersiaio Powsr. Suppliey ofect (9% of revy), gas
[17%), and othar sepdizes [14%) [n Wisctnsin, lowa, Minnstomns, §
Kincit Revw by i WL S5%: LA, 40% UN, 1%, 1L, 2%, Elect
rev brephaowre etjo., A% camml, 21%: ipdl, J0%; whaiasa,

19%; otar, 5%. Fuel sourcas, ‘O o2l & gaw, 59%, nudesr, 16%;
omer, 2% parth, 25%. Fuel comy: 4% of revs. 00 deproc. rate:
15% Esrd plant age: 9 ym. Has THBZ emps., $0BAY com,
sohdy. Clvmn, Pras. A CEO: Enoll B Davis It Inc.: Wi, Addnes:
222 Weet Washnqon Ave, PO, Bor 192, Madicon, Wi 53701~
0132. TeL, 608-252-3311, Intamet waar. aifanenery.com.
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Alliant iz adding new capaclty to
cover rising energy wiage. Since electrs-
city demand in ‘R servite area {s grow-
Ing ar a 2%-3% annual reta and the com-
pany has te buy power dunng peak peri-
ods to meet (2 obligations, {f i3 obvious
that it will need new geperacion shortly.
Accordingly. management plans ta add
1.200 mepawants (mw) of plant ln lowa
and 800 mw In Wisconsin. Tt expects 1o
buy same units and build some lrseif. It
has ¢ontracted to purchase the entire out-
put for ar lrase eight years of rwa 450 mw
gas-fired peaking unlts being butls by Cal-
ine. The first facility wes completed last
all. The second Is scheduled w go on-line
in 2003, The company also has an agree-
ment with Panda Energy to develsp an
1.100 mw unregulated plant in Michigan.
To Fnance the expansion program. LNT
bas lssued new cornmon shares and long-
term debt in amounts that will not unduly
leverage the capital structure.
The company has filed for higher
rates in Wisconsin. The Apdl. 1998
merger that formed Alllant Energy re-
quired the three owners  maintain icvel

rates for four years. With the explration of

the freeze. the Wisconsin P&L subsidiary
applied for $105.0 millon in higher elec-
trc rates, $26.1 millon for gas vperations.
and 31.1 milllon for the water system. The
increases Are reguired Io fecover sStruc-
tural improvemenys, projected higher coal
casts, and rising general business ex-
penses. Manegement expects any Increas-
es granted will be effective next April.

We look for higher earnings in 2002
The gans will come largely from the non-
utlllty sector. Intemailonal operagons
should Increase their contribution because
of the addinon of new plants In China and
a likely increase of 6% t 8% in eleciriaty
usage in Brazil. On the domestic front. en-
ergy trading continues strong. Thus.
despite higher interest expense and more
common tharss sutstanding. we estimate
2002 earningy of 32.860 & share. up 8%
frem our 200! estimate of $2.40 a share. .
The yield is rwo full percentage poimnts
abave the industry norm. Bur don't look
for a dividend hike for a whije because of
the need to Brmwe funds for heavy copi-
ral outlays. On balance. we are neutral on
these shares,

Arthur H. Medalie January 4, 2002
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Cinergy dala.

trvough the merger of Cincnnali Gas &
esources. Each common
share of Cincinnahi Gas & Eleciric was ea-
chengad for 1.00 share of Cinergy, whie
pach tommon snare of PS! ReSOUfCes was
exchanged for 1.023 Cineryy shares. Pre-
rnarger data are figures fur Cincinaali Gas &
Eleclric anly and are not omparatle 1o

Cinergy was fommed on Ouiober 24, 1934
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Cinergy is expanding itz energy mer- boilers and build four sulfur dioxide serub-
chant business. Last year, it bought bers starting in 2008, The cost of the work
1,000 megawatts mw) of gas-fired capaci- is estimated at $700 million. That's on top
ty from Enron. (Terms of the wransaruon of CIN's previous commitment 1o install
ware nat disclosed) It alto built a 130-mw  NOx conrrols for $B0D million. Sirce cash
peaking unit 8t a cost of Y70 million. And flow from operations probably wea't be
ac a resulr of the dissalution of its Jolnt sufficient to fund these expenditures, debt
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venture with Duke Energy. it became the and comman stock offerings will be needed
sole awner of @ 640-mw gas-fired peaker.  to bridge the gap. We expeer the company
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Too, CIN receatly sipned an agreement 1o file for higher rates to cover these costs.
with BP Globe! Power for the canstructian Energy marketing and trading was »
of two natural gas cogencratien feciliies. major contributor to 2001 earning).
The plants’ BOD-mw cutpur will be shared We think it accounted for 45% of total
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equally berween the partners. Steam prod- Eroflrs last year and more than offset
uctlon of 3.5 millon pounds per hour will higher Interest expense and a 5% reduc-

be used hr BPs refining and chemical ton in residenual rates in Ohio. Whars
18 .

sites. Fina the company Is building a more. thoudgh margins on this business
25.mw biomass unit [n 5t. Paul. We expect  will likely decline in 2002, marketing and
CIN to seek additional plant locations as trading should sttll help |#t current-year
The opportunity arises. earnings by 5% over our 2001 estimate of
The company has 8 tenrative agree- 32.75 a share. -
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ment wirh the US. Environmental The high vield might interest income-
Protection Agency covering air pollu- oriented investors. But dividend growth
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tion issues. The pact calls for EPA to may be slow in coming because of the need
drop all challenges of past majnienance 1o conserve cash for the capital spending
and repair activities at CINs coal-fired program. All told. we rate CIN an average
plants. In exchange, the company would utllity selection.

shut down or repower nine small rosl-fired  Arthur H Medalie January 4. 2002
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