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Powering On: Tilting to commodity oriented utilities and IPPs

Upgrad!ing IPPs from Neutral to Attractive; RRI Energy to CL Buy
With expected improvements in spot commodity prices, along with a
contir’pupd uptick in power demand, we upgrade independent Power
Producdrs (IPPs) and reiterate our Attractive view on Diversified Utilities.
Commddity levered utilities and IPPs lagged other energy/commodity
sectors 'YTD, creating mean reversion potential going forward. While
divident yield spreads still remain attractive, we downgrade Regulated
Utilitied to Neutral, given limited average upside to larger cap targets.
Withinthe regulated space, we tilt more towards smaller cap stocks.

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

Industiiy context and estimate changes
As wealther-adjusted electricity demand declined 4%-5% YTD and
industrfal demand decreased over 10%, we now expect YoY comparisons

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

We rev|se 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
increasg multiples to levels slightly below historical mean levels, given our

gas/power price forecast levels remain in most areas near forward strip
estimates.

Catalyjsts and risks

Key settor risks include {1) lower than expected commaodity prices, (2)
decreafed power demand, (3) higher expected financing and capital
spendihg needs, and (4) rising interest rates and inflation. Catalysts
includeran industry conference in November, auctions in various regional
power imarkets and signs of improvement in weekly demand.
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Stepping up the voltage: Upgrading Regulated &
Diversified Utitities. June 25, 2008.

Dimming the lights: Downgrading Utilities on relative
outperformance and weak demand. December 11, 2008.
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Portfolio Manager Summary — Own utilities, given improving
fundamentals, relative under-performance and valuation

Goldm#in Sachs Global Investment Resesrch

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 commaodity-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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Exhibit 2: 1PPs and Diversified Utilities underperformed
other cammodity sensitive equities YTD...

share price performance, ytd
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Exhibit 3: IPPs and Diversified Utilities underperformed
other commodity sensitive equities January 2008
share price performance, since 1/1/2008

oH
Integrated
o
Ruflners
IPPs
ol
Rafiners
[}
£&P
Smsll
ol
Integrated
E&P
Largs
E3 P Mid
Diversified
Utlities
IPPs

Source! Gbldman Sachs Research.
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Scurce: Goldman Sachs Research.
Note: Performance is from equities under GS coverage

After a painful 2003 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 hoids long-term

value in our view, but a more bottoms up approach appears more viable going forward to
capture changes by customer class.

¢ 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 sates to industrial
custormers. Similarly, metrics tied to unemployment rates and totat fixed
investment - albeit as lagging indicators — drive sales to commercial customers.
Weather drives residential demand growth, historically at 1.5%-2.0% annually,
with minimal signs to date of efficiency gains on a national scale, although some

fevel should emerge in the coming years given sizable stimulus-related
investments.

« 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 deciine only 2%-3% from 2H2008 levels — an
improvement from trough-like levels in 1H2009, 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 commadity
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 RR1 Energy — to refiect
improved sentiment and the significant FCF generation likely in a $5.560-$37/MMBtu natural

Gotdman Sachs Global Investment Research
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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 muitiples, 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 muitiples 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. RR! provides the best FCF profile
within our universe and maintains the commodity leverage, with the shares still below
historical levels, as RR! 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.

Goldman Sachs Global Investment Research
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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 Yo 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 cotrelation with power demand “broke down” in 1TH2009, 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,
drives 4 0.6-0.7% change in electricity demand...
yoy powser demand and gdp growth {1975-2007)

Exhibit 5: ...but, the histerical correlation with power
demand broke down in 2009, with actual power demand
worse than a top-down GDP model would imply

yoy weekly power demand, weather-normalized
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We primarily attribute the 2009 distocation 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-hased
model.

A top-down model approach remains relevant, particularly as a sanity check in more
normal GDP environments. As industrial demand normatizes 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 madel — 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%.

Goldma# Sachs Gigbal investment Research
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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 unermployment 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.

I
Exhibit 6: Industrial production is the key driver for industrial electricity demand, while total fixed investment and
unemplloyment rates are among the hest 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 industriat

demant]

weathetr-normalized YoY demand forecasts
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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-norrmalized 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 industriai MWh sales remain chailenging. As shown in
Exhibit 9-10 below, industrial MWh sales appear highly correlated with Industrial
Production (IP) with an R-squared of approximately 67%. |P declined approximately 13% in
2Q12009, feading to a significant downtick in industrial electricity demand. The Goldman
Sachs Global ECS team projects a robust IP recovery in 20-402010, likely leading to an
increase of 1-2% in electricity consumgption 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 1P {above historical trend) to drive just a 1% increase in industrial MWh sales.

Exhibitj 9: Economists forecast a strong increase in Exhibit 10: However, it takes above trend US production
industrjal production will drive the economic recovery - growth to drive a just 1% increase in industrial MWh

a positfve for 2010 industrial MWh demand
backtest of industrial production-based forecasting
methadology to industrial electric consumption
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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 201C 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%.

Goldrran Sachs Global Investment Research



Septembg: 29, 2009 United States: Utilities: Power - Electric Utilities

Exhibit f11: We use a 50-50 blend of unemployment ... Exhibit 12: ...and total fixed investment to drive our
backtest of unemployment rate-based farecasting cammercial customer class MWh demand forecasts
methodélogy to commercial electric consumption 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 electricity demand
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 1o refiect 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 emerge.

Goldman Sachs Global Investment Research
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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

115
L
11.0 ™ B
E 105 g
5 T o
! . 4 Broin
§ 1.0 L S ¥ &
% e 4 b 1 : =::§ -
= o EE T
B 3 21 2 I
4 es- H e i
3 ! o A
H i
H i 4 o
z
g 80 b
£ A
i1
T
8
8.5 : +
L0 Lo B g RS S

-

1990 1991 1992 1993 1994 1095 1996 1997 1938 1999 2000 2001 2002 2003 2004 2005 2006 2007

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 16 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.

Goldman Sachs Global Investment Research 10
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Exhibit 35: 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).

Goldmani Sachs Global Investment Research
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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%
2Q20610 0.6% 0.0% -0.6%
3Q26190 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: Geldman 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 segmenits, 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 Goidman 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

Liownmoii ] | -HenryHubGas. ] [ CAPPCoal] | PRBCoal.

L new | old | [ new [ oid | | unchanged | [unchanged]

3Q 2009 $67.00  $65.00 $3.40 $4.00 $50.00 $10.50
40Q 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 deht 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 wiil
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

2010 2011 2012 Average

FCF/share
FCF Yield
NRGEE ; ;
FCF/share $3.84 $3.19
FCF Yield 14.1% 11,7% 12.1% 12.7%

$0.86
_12.3%

$1.64
23.5%

Source: Goldman Sachs Research estimates

Exhibit 19: GS EPS estimates versus consensus forecasts

GS EPS estimates versus consensus

2010,

Cons Cons Cons
Ticker GSEPS EPS  %cCh GS EPS EPS % Ch GSEPS EPS %Ch

AEF $2.70 5287 6% $2.99 $303 A% $2.33 %322 M™%
buK $1.11 $1.21 8% $1.17 $1.30 10% §$1.30 $136 A%
ED $2.99 1211 A% $2.2% $320 2% 3331 $341 3%
PCG $3.08 $3.16 3% $3.45 340 2% $asl 5370 3%
PGN $2.88 $3.03 5% $2.99 $320 6% $332  $334 1%
Moan 5% -4% 3%

- SITERTT T SmaiaMid EEp Roginated T ? TR T A
CNL $1.64 $1.65 0% $2.44 $2.67 3% $2. $227 0%
EE 134 $132 2% $1.286  $155 A% $1.47  $1.66  -11%
GXP $1.17 $1.19 2% $1.54 §145 6% $201  §1.82 1%
NST $2.33 $2.36 1% 3229 §248 8% 5250 $2.62 5%
NU $168  $184 8% 5185 $1.98 % 5200  $2.18  -0%
POR $1.45 $1.30 4% $1.63 S1.75 T% $221  $2.00 &%
SCG §285 281 1% $298 5305 2% $335 $328 M
NVE $063  $092 -25% $0.94 $1.13 AT% $1.12  $1.19 6%
WEC $305 5312 2% 4.0 §376 ™ $413 410 1%
WR $145  $171 45% $1.64  g183 1% $1.57  $184  15%
Waan 5% S%

ETTTO R Divarsifiod Bhiftioy
$2.72 9% $2.12 $2.59 -18%

AYE $2.15 $2.22 3% $247  $249 A% $357  $3.25 10%
ETR $6.50 $652 0% $6.67 $6.91 3% $1.95 §725 10%
EIX $292  S3.04 A% $3.56 $3.49 2% $3e4  $361 6%
€xc $402 411 2% $3.58 $4.03 1% $411  $450 -11%
SRE $446  $453 1% $4.93 $5.14 4% $555 $555 -1%
Median - % A% %
Meaan -5% 6% 2%

S T T T e penaent TR il
NRG $1.86 $2834 a™ 234 272 4% $228 $222 A%
ORA $1.23 $132 % $127  $154 Aars $1.25  $168 -26%
RRY (30.77)  (50.55) -40% $0.18  $0.06 224% 3064  $0.32 101%
-Median -AT% ~14% 4%
Mean 2% B4% 24%
Note: NRG EPS contract amortizati iated with tha faition of Refiant

Q

GS EBITDA estimates versus consansus

- indepandant Powar Producars’ &

$2,448  $2,280 $2820 $2358 11% $2,513  §2,457
ORA $148 3151 2% $180 $185 3% $248 $223 1%
RRI $141 $351 5T% $£567 $582 -3% $664 $727 9%
Median -2% -3% %
Mean A% 2% 2%

Source: Goldman Sachs Research estimales, Faclset.
Note: EBITDA estimates are Adjusted EBITDA, not GAAP EBITDA.

Goldman Sachs Globa! Investment Research
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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 BRI Energy from Neutral to Conviction Buy. improving
natural gas prices, power prices and electricity demand all should support and enhance
valuations for rnerchant 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 l
12X A
10X

8X

86X -

4X A

3-year rolling EV/EVEBITDA

zx.

0x

b & o P N P S 2P @
N s 9" K &8 5P S5
d‘ﬁ \@ 0‘3 \,9“ & ‘p‘\ ¢° & Qé"g ‘\:5" $ & & ,g»" P8 & ‘p &

wem Average IPP Multiple (NRG,RRI,MIR} =——Mean =~ —1StDey - 25tDev

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 TH2010 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.

Goldmar Sachs Global Investment Research 14
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Exhibit i21'. Near term storage data could turn bullish Exhibit 22: ....and further rig count declines should lead

to $6+/MIMBtu gas beyond 2010
US natural gas rig count
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Source! GEJIdman Sachs Research estimates, US DOE Scurce: Baker Hughes

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, RRt 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 1o 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

S EPS sensitivity + or - $1 ;OOIniml):tu:qf: Natuiéi Gq

2010 - 2011 2012
|indepent Power Producers ,
NRG 12% 17% 208%
" RRI 167% 60% 6%
Average 90% 39% 122%
]Diversified Utilities .
AEE 4% 7% 10%
AYE 9% 23% 3%
EIX 10% 13% 15%
ETR 3% 7% 1%
EXC 2% % 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/mmbty in 2011

Source: Goldman Sachs Research estimates.

Goldman Sachs Global Investment Research 156
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We raise estimates for RR! and increase target prices for IPPs, upgrading RRI to CL
Buy, with around 30-35% upside in both RRl and NRG. We continue to apply a sum of
the paris 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 {$rmn uniess per share estimates)

Average 2011-2012 EBITDA $560

Baseline EV/EBITDA Multiple 7.0x 7.0x
Adjustments to Baseline Multiple
Aftractiveness 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 Muttiple 7.2% 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) $ (5]
Generation Returns on Capital 2011-2012 34% 57%
Generation Free Cash Flow Yield 2011-2012 19.2% 11.9%

Sourca: Goldrman 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 an 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, (¢} exposure to potential carbon regulations, and {d) aftractiveness of regional
markets.

Goldman [Sachs Global Investment Research
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Exhibit 25: Multiple expansion benefits Diversified Utilities at both segments
SoTP valuation methodology

anon b1X]
ty $3.48

Applied Target PE Multiple 16.5x 10.5x
Utility Equity Value per Share $36 $11
Average EBSTDA on Generation (2011-2012) $410 $690 $849 $3,604
QOther 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

Aftractiveness of Regional Markets 08x  -1.0x -0.3x -0.5x

Carbon Exposure -1.3x 0 0.5x 0.2¢ 37x

Retumns on Capital -0.3x 0.5x 0.0x 0.3x

Free Cash Flow Yield -0.3x 0.8x 0.0x 0.0x
Target EV/EBITDA Multiple 4.5x 6.8x 7.0x 10.5x
Enterprise Value - Generation & Other Non-Utility $1,835 $4,675 $5699 $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
Curmrent Share Price $25.74 $26.96 $34.01 $50.12
Dividend vield 60%  2.2% 3.8% 4.2%
Total Retura to Target 3% 17% 18% 28%

Carban NPV, $ish -$2 -$2 $ $20

Generation Retuns 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 muitiples 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,

Goldman Sachs Global Investment Research
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Exhibit 26: Regulated Utilities currently trade inline
with thé historic average of 13.2x on FY1 consensus
estimates

Jan 1, 1b90 - current

PE{ 1y lorward consensus)

(Pagiste ks west
o hrouh ot aound
10.0X 1-pr forw arg FFE

FILPPLOLEPSGOIO O3PS
FFEFEFFF S F LIS F T EFEFS

e RegQuiBied UKiilies —= == Aveage

Exhibit 27: Regulated Utilities currently trade below the

historic average of 12.5x on FY2 consensus estimates
Jan 1, 1990 - current
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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/Bock 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 aver 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,
althaugh many key names already have dane so.

Exhibit/28: Regulated Utilities currently trade below

histori¢ P/B average of 1.3x - which includes the trough

period pf the 1970s
Jan 1, 1975 - current
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Exhibit 29: Companies like GXP and NVE trading below
book provides opportunities for mean reversion
Percent premium/{discount) 1o book valua

Percent Premium/Discount) io Book Value

NST WEC PCG CNL SCG PGN NU AEP ED EE WR POR DUK NVE GXp

Source: :‘-]pctse: 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 vields of Regulated Utitities appear attractive versus the near-term
expected 10-year yield. Historically, for Regulated Utilities, iower 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.

Utilities,

Exhibit[30: Low 10-year Treasury yields indicate share
price upiside for Regulated Utilities
Yields, iO-year Treasury note and dividends on Reguiated

Exhibit 31: The current yield spread is significantly
below the historic average

Spread, 10-year Treasury yvield and average dividend yield on
Regulated Utilities

Bprasd, 10-yuat ylekd - Divitond Yiels
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Source: Fictsel, Goldman Sachs Research estimates.

Source: Factset, Goldman Sachs Research estimates.

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 % decline in 2009 given the
weak demand fundamentals in 1H2009, 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.

Goldman Sachs Global Investment Research
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Exhibit 32: We expect Regulated Utilities to post 12%
CAGR growth in EPS ..,

Annuallforecasted EPS growth, 2009E-2012E
55%
AR
ITh

%

EPS Grawth %)
i

5%

2%
2009 2010 2011 012

M Regulated Etec tHilites EPS (GS) {38&P EPS Forecast (Operating)

Exhibit 33: ...while Regulated Utilities trade at a
discount to S&P 500 on P/E multiples
P/E of Regulated Utilities and the S&P 500, 2009E-2012E

25.0x

2
-4

Forecastad P/E

3
g

5.0x

0.0x 4

1009 2010 211 m2

¥ Regulated Elgc Utities Valuation (GS} 38&P EPS Forecast {Operating}

Sowrce: Goldman Sachs Research estimates.

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 Reguiated 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 mulitiples 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 srall/mid cap
peers on longer-term earnings power. We expect this pattern to hold
going forward, and alter cur 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. . - "Largecap _ Smalicap  Prelf{disc)){%) |
B Over 2005 14.2x 13.3x 7%

il Over2006 - 14.2x 14.1x 0%

; Over 2007 14.6x 13.0x 13%

i v Over2008 12.0x 1.1x 8%

[, Over2009. - 1 104 9.6x 8%

Source: Factset, Goldman Sachs Research estimates.

Goldman Sachs Global Investment Research
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s 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 muitiples for longer-term
regulated earnings power, and {2} a DDM model. Given the improving
demand fundamentals and historic trading patterns, we increase aur
expected base-line P/E muitiple from 9.0x to 10.5x for large cap group and
10.0x smatl/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

10.5x - Large caps 9.0% cost of equity
10.0x-Stnallfmid caps 2.5% terminal growth

Source: Goldman Sachs Research.

Exhibii 36: Valuation of Regulated Utilities on a dividend discount model basis are attractive and our blended target
prices imply a 12% total return potential

14
DDM Current | Total Return, Multiple P/E-Based| Total Return,| 12-manth Target
) Ticker  Rating 928 Glose _ Value Yietd DDM Only | 2012 £PS _Applied _ Value P/E Only Price

Large-Cap
AmericaniElectic Power  AEP Buy $31.13 $38 53% 7% $3.45 10.6¢ $36 22% $37
Consglid}ted Edison ED Sell $41.40 $3g 57% 1% $3.45 10.5x $36 % $38
Duke Entrgy DUK Neutral  $15.93 $18 58% 23 $1.34 10.6x $14 £% $15
PGRE PCG Neutral  $40.91 $43 4.1% 10% $4.02 10.5x $42 ™ $43

ess Energy PGN Neutral  $39.60 343 5.3% 14% $3.55 10.5x $37 0% $40

Lange-Gap|Mean 54% "% 3%

Large-Cap|Median 57% 10% 0%

Mid & Smilt-LCap
Cleco’ CNL Newtral  $25.10 $26 6% % $2.39 10.0x  $23.87 % $25
El Pazo Hlectric EE Neutral  $17.84 $20 00% 12% $2.10 10.0x $21 18% $21
Great Pidins Energy GXP Buy $18.97 $22 46% 28% $2.13 10.0x $21 22% $22
Northeas| Utilities NU Neutral  $23.99 $28 4.0% 19% $2.51 10.0% $25 % $26
NSTAR NST sell $32.09 $32 47% % $2.55 10.0x $26 -16% $29
NV Eecty NVE Neutral  $11.59 $15 35% % $1.41 90x 13 13% $14
Portland |3eneral POR Neutral  $20.07 §24 5.1% 24% $220 10.0x $22 15% $23
SCANA SC6 Neutral  $35.30 $42 53% 24% $3.80 10.0x $38 1% $40
Westar WR Neutral  $19.60 $24 6.0% 25% $2.18 10.0x $22 17% $23
Wi%nﬁ’ 1 Energy WEC Neutral _ $45.11 $49 3.0% 12% $4.63 10.0x $46 6% $48

Wid & Smal-Gap Mean 4.0% 19% %

Mid & Smdl-Cap Median 4.3% 21% 13%

Regulatad [Hilities Mean 45% 16% 23

Reguisted |Uliities Median 4.7% 14% 8%

Source: Qpidman 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.

We reiterate our BUY rating on large-cap American Electric Power (AEP), our
favorite large-cap requlated 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 reﬁterate our Buy rating on Great Plains Energy (GXP), but remove it from the Conviction Buy list, and
downjjrade Portland General Electric (POR} from Buy to Neutral. We believe GXP trades at a substantial discount
to pedrs on LT normalized estimates despite its top quartile earnings growth trajectory, We downgrade POR

becaujse 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.

* 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.

+ 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 (EE1) 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.

+ Third quarter earnings presents a risk, although with EEl approaching.
investors likely will focus more on 2010-2011: While we are positioned below
consensus into the 302009 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
3 i SEPS GS ~. EPS.Cons X e
FY. 200903 ;- FY 2000Q3

NVE $0.59 $0.74
NST $0.80 $0.83
PGN $1.11 $1.18
DUK $0.36 $0.40
AEP $0.80 $0.88
POR $0.27 $0.27
NU $0.32 $0.38
PCG $0.N $0.92
CNL $0.75 $0.76
SCG $0.83 $0.79
WEC $0.49 $0.57
EE $0.52 $0.58
GXP $0.68 $0.78
WR $0.81 $0.91
QAverage_ T S
AEE $0.89 $1.00
EIX $1.12 $1.03
EXC $0.92 $0.98
SRE $1.17 $1.21
ETR . §258 $2.55

ORA
BRL 47.3%
{Average. | _ A%

Source: Goldman Sachs Research, Quanturn,
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United States: Utilities: Power - Electric Utilities

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.

Demand risk — Lower-than-expected electricity demand could decrease earnings
for regulated segments and weaken overall commodity prices, negatively
impacting IPPs and Diversified Utilities.

Environmental capital risk — Increased requirements for poliution 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 1H2009, 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.

Exhihih 38: Amaong 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 eqlity issuances among large cap regulated utilities as a Net equity issuances among small/mid cap regulated utilities

percentage of market capitalization

123‘1

AEP ED DK
2009 @2010 E@2011-2012

as a percentage of market capitalization

30-0'6-!

2504 - < 24%
20.0% 1
[LY, " SR

10.0%

qaoend - W . L. D S
Buybacks

As0%

PCG PGN CNL  EE  GXP NU  NST NVE POR SCG  WR  WEC

w2009 E@2010 wW2011-2012

Source: {oldman Sachs Research estimates.

Goldrnark Sachs Global Investment Research

Source: Goldman Sachs Research estimates.

24



Septembper 29, 2009 United States: Uttities: Power - Blectric Utilities

Mendices

Appendix A: Sum of the parts valuation for Sempra Energy

Segment Multiple /

Eamings or Value Per Share
Equiv. Applied Metric Desc. Value
California Utilities
SDG&E 2012E EPS $2.0%
SoCalGas 2012€ EPS $1.11
Total $3.13 10.5x (PIE) $33
Generation
2011/2012 EBITDA 274 7.0x (EV/EBITDA)
Implied EV $1,821
Debt 50
Equsity Value $1,921 $8
Pipelines & Storage
20112 EBITDA Forecast $549 6.5x {EV/EBITDA)
Implied EV $3,569
Equity Value $3,569 $14
LNG
" Cameron and Energia Costa Azul (DCF) $11
Commodities
Book Value, SRE Portion $1,500 1.0% (PIB) 46
Parent/Other
Net Debt $3,179 {$13}

Total SoP Valie .3

Sourca: Goldman Sachs Research estimates.
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Appendix B: One year forward EV/EBITDA multiples are extremely volatile
1 yr forward EV/EBITDA muitiples of base-load IPPs {NRG, RRI, and MIR}

18X -

16X -

12X

14)(1._...—._-—...,.

10X

BX

&X 4

4X A

1-year rolling EV/EVEBITDA

zx.

bX

— T T T T

H
& \5‘5‘

»‘:
éo

—Average (PP Multlpia ——EAr —‘ﬂSlDw

T T T T T T T T T

»“»" 5‘5“9"»“’»‘”"»‘*»‘*

+2S10ey =1 Slﬂev ZSlev

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)

14X

12X ]

10X

8X 1

6X 1

4X -

2-year rolling EV/EVEBITDA

2X A

X +——1—

$ ”9"’»"9" JE R SR S SR I
P SN G I S g g R SR PP P

T T T T T —T1" T T +—

&

Source: Goidman Sachs Research Estimates, Factset.
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Appentix D: OId versus new EPS and EBITDA estimates

Large Qap Requlated Utllities

Ametlcan Elec Power AEP $2.85 $2.70 -5% $3.09 %299 -3% $339 $3.33 -2% $3.47 3345 -1%
Duke Energy DUK $1.18  $1.11 -7% $1.17  $1.17 0% $1.32  $1.30 -2% $1.34 $1.34 0%
Consolidated Edison ED $3.03  $2.99 -1% $3.22 s$3.21 0% 8331 $3.3t 0% $345 §3.45 0%
PG&E PCG $3.08 $3.08 0% $345 3345 0% $3.81 §3.81 0% $4.02 $4.02 0%
Prpgless Energy PGN $2.92 $2.88 -1% $3.05 $209 -2% $3.31  $3.32 0% $346 $3.55 2%
LargE(,[-;ap Average -3% -1% -1% 0%
Wig & §malt Cap Requated Utifities
Cleeq CNL $1.68 $1.64 2% $2.14  $2.14 0% $229 $227  -1% $2.38  $239 0%
El'Paso Electric EE $140 5134 4% $1.34 $1.28 -4% $1.52  $1.47 -3% $2.10  $2.10 0%
GrPaﬁPlalns Energy GXP $1.24 3117 5% $1.56 $1.54 1% 2.01 $2.01 0% $213 8213 0%
NS‘TAR NST $2.32 $2.33 1% $2.25 $2.29 2% $249  $2.50 1% $2.53 $2.55 1%
Northeast Utilities NU $1.76  $1.68 4% $1.89 $1.85 2% $202 %200 -1% $2.52 $2.51 -1%
quﬂhnd General Electric POR $1.43 %145 1% $1.66 $1.63 -2% $2.21 2.1 0% $2.20 $2.20 0%
SCANA Corporation SCG $2.85 $285 0% $3.07 8288 3% $3.35 3335 0% $3.82 $3.80 -1%
N\::;r‘lergy NVE $0.80 $0.69 -14% $1.03 3094 9% $1.24 $1.12 -10% $1.42 $1.41 0%
Wisansln Energy WEC $314  $3.05 -3% $398 $4.0N 1% $4.55 $4.13 -9% $460 3463 1%
Westor Energy WR $1.35  $145 ~17% $1.80 $1.64 -8% $179  $157 -13% $236 3218 -8%
Mid & Emall Cap Average -5% -3% 4% -1%
[Regulatdd Average 4% 2 < ~0%)
m—
Divefsifled Utilities
Amerzn AEE $235 %221 6% $223 3212 5% $265 $250 -5% 3272 $260 -4%
Nlpgbeny Energy AYE $215 8215 0% $2.52 8247 2% $3.78 $3.57 6% $264 5242 -8%
Edis¢n Internationa? EIX $2.97 §292 -2% $357 $3.56 0% $3.91 $384 -2% $345 83.33 -3%
Emergy ETR $6.56 $6.50 1% $6.82  $667 -2% $8.07 $7.95 -1% $8.35 $8.21 2%
Exeldn EXC $4.03 $4.02 0% $3.62 $3.58 -1% $4.11 4.1 0% $3.10 $3.04 -2%
Sempra Energy SRE $448 %446 2 0% $4095 %493 0% $554 §555 0% 3560 $561 0%
| Averdge -2% -2% -2% -3% |
nd dent Power Produce: P
NRG : nergy NRG $1.89 $1.86 -2% $2.34 $2.34 0% $2.31 $2.25 -3% $2.11 $2.05 -3%
Ormgt Technologies ORA $129 .23 -4% $1.56 $1.27 -18% $149 3125 -16% $1.77  $135 -24%
RRI Bnergy RRI ($0.84) (30.77) 9% $0.10  $0.19 103% $0.53 3064 21% $0.05  $0.21 NA
{ Averdge 1% 28% 1% -13% 4
—

EBADA Revisions
1PPs - .

NRG [Energy NRG $2,462 %2448 $2,620 $2.620 0% 52534 %2513 -1% $2.377 $2.355 -1%

Orma! Technologies ORA $151  $148 2% $197  $180  -9% $263 5248 6% $297 $2712 8%

RRI Energy RRI $98  $141 4% $513  $567  10% $604  $664 10% $386  $455  18%
[ Averdge 14% 1% 1% 3%]

Source: Goldman Sachs Research Estimates, Factset: EBITDA estimates are Adiusted EBITDA. ot GAAP EBITDA
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Large Cap Regulated

Appendix E: Qld versus new price targets

American Elec Power AEP $34 $37
Duke Energy DUK $14 $15
Consgolidated Edison ED $35 $38
PG&E PCG $40 $43
Progress Energy PGN 336 $40
Small / Mid Cap Regulated
Cleco CNL $24 $25
El Paso Electric EE $19 $21
Greal Plains Energy GXP LY4] $22
Northeast Ulilities NU $25 $26
NSTAR NST $27 $29
NV Energy NVE $13 $14
Portland General Electric POR $22 $23
SCANA Corporation 8CG $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
Qrmat Technologies ORA $43 $41
RRI Energy RRt $6 $9

Goldrman Bachs Global Investment Research

Source: Goldman Sachs Research estimates, Factset.
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Appéﬁ,dix F: National and regional weather-adjusted demand - YoY weather a headwind in 3009, but benefit in
4Q091Q10

3

L L 302000 402009 102010 202010 3Q2010 - 4Q2010 2010 . 2044 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 27% -2.4% -0.9% 0.3% 0.8% 1.3% 0.4% 1.5% 11%
Mountaif NVE 4.7% -1.8% 0.5% 1.3% 0.8% 1.3% 1.0% 1.5% 1.7%
Pacific POR 9% 2.4% 0.5% 1.6% 0.8% 1.5% 0.8% 1.5% 1.7%
Middie Adantic EXC* 3.0% 2.3% 1.4% 1.7% 0.8% 1.3% 0.6% 1.5% 1.7%
E. N. Cétral EXC* AEP* DUK* WEC -4.9% -33% 1.3% 1.2% 0.8% 1.3% 0.5% 15% 17%
W. N. Céntral AEE GXP WR -4.3% 26% 0.9% 0.0% 0.8% 1.3% 0.3% 1.5% 1.7%
NewEr:Iland MST NU 2% 259 2.2% 1.2% 0.8% 1.3% 0.3% 1.6% 17%
East Sodth Central ETR* 4% 2.3% 071% 3.01% 0.85% 1.28% 0.0% 1.6% 1.7%
South Afjantic DUK* PGN SCG 2.2% 1.4% 0.3% 2.1% 0.8% 1.3% 0.1% 1.5% 1.7%
West Sduth Central ETR* AEP* CNL EE 0.2% -1.4% 0.4% -3.2% 0.9% 1.3% 0.1% 1.5% 1.7%

* OPERAJ'ES IN MULTIPLE EJA JURISDICTIONS
NOTE - 4SSUME HIGHER LONG-TERM GROW TH RATES FOR EE AND NVE GIVEN CUSTOMER GROWTH IN JURISDICTIONS

1
Sourte:GS Research Estimates, Factset.

- -I‘.pp;eil'\dix G: AEP and GXP screen as Buys, while NST and ED screen as Sells
Target price and EPS summary

Fiaves Farget Price and EPS Summary 5%,

Ciose Price Tot Ret £PS PE

Dividend
Ticker Rating  OW28/09  Target toTarget 2008 2010 2011 2012 2009 2010 2011 2012 Yied
Requldled Utilities
La ' - .
Amar! 1 Elec Power AEP Buy $31.13 $37 24% $270 %299 $343 8345 115x  10.4x 9.3x 2.0x 5.3%
Duke Ejargy DUK Neutral  $15.53 $15 % $t11 $147 $1.3 134 14.4x  137x 123x  118x 68%
Consoli Edison ED Sell $41.40 $38 3% s299 8321 $3.31  $3.45 138x  128x  125x  12.0x 5.7%
PGAE PCG Neutrat  $40.91 $43 "% $3.08  $345  sast 3402 133x 11.8x  10.7x 102 4.1%
Progresi Energy PGN Neutral _ $39.60 $40 ™% $288 $299  $332  $355 137x _ 132x  119x _ H12x 5.3%
Large-Cép Mean % 133x 124 114x  108x  5.4%
Large-Cip Median ™ 137 128x 119x M2 5.7%
Mid & Sirali-Cap ’
Cleco CNL Reutral 325,10 3§25 % 164 $2.14 $227 %239 153 11.7x  110x  105x 36%
£l Paso Electric EE Neutral  $17.84 $21 18% $1.34  $128 $147  $2.10 13.3x  13.8x  121x 8.5x 0.0%
Great PLilns Energy GXp Buy $12.17 $22 26% $1.17 8154 $201  $2.13 155x  11.8x 9.0x 8.5x 4.6%
NSTAR - NST Sell $32.09 529 5% $233  s220 $250 8255 137x 140x  128x  126x 4.7%
Northealjt Utilltles NU Neutrsl  $23.99 $26 2% $168  $1.85 $200 $251 142x 130x  12.0x 9.6x 40%
NV Enenyy NVE Neutral  $11.58 sy W% S062 3084 $142 $i4 188% 123 103x 82x 5%
Portiang] General Electric POR Neutral  $20.07 23 20% $145  $163 221 %220 138x 123« 9.1x 2.1x 5.1%
SCANA forporation sCG Neutral  $35.30 $40 19% 5285 3298 $335  $3.80 124x  158x  10.5x 9.3x 5.3%
Wiscontin Energy WEC Neutrat $45.11 $48 % $3.05  $4.01 $4.13 $4.63 14.8x 112x t09x 9.7x 30%
Westar finergy WR Neutrat $19.60 $23 23% $145  $1.64 $1.57 8218 135x  12.0x  12.5x 9.0x 6.0%
Small / de Cap Mean 15% 143x  124x  11.0x 9.5x 4.0%
Smali / Nid Cap Median 18% 138« 120 110x 9.2x 4.3%
Regulatgd Utilites Mean 2% 140c 124x  1ax 99x  45%
Regulatdd Utilites Median 12% 13.8x  123x  11.0x 9.6x 4.7%

;
Note: D is on the Conviction List
Source! Goldman Sachs Research Estirnales, Factset,
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Appenﬂix H: We reiterate Buy ratings on ETR and EXC, while upgrading RRI
target price and eps summary

Close Price Tot Ret Estimates P/E Multiples
Ticker Rating 09/28/09 Target to Target ' 2009 2010 2041 2012 2009 2010 2011 2012
Natural Qas Price Forecast ($/MMBtu} $4.25 $5.50 $7.00 $6.50
Diversifigd Lhilities
Ameren AEE Sell $25.74 $25 % §221  $212 $250  $240 NI 122x 103k 9.9%
Alleglieny Energy AYE Neutral $26.96 $31 1% $2.15 $2.47 $3.57 $2.42 12.5x 10.9x 7.6x 11.1x
Ediscft International EX Neutral 534.01 $39 19% $2.92 $3.56 $3.84 $3.33 11.6x 9.6x 8.89x 10.2x
Enterﬂy ETR Buy $79.64 3o 3% $6.50 $6.67 $7.95 $8.21 12.3x 11.9x 10.0% 9.7x
Exaloly EXC Buy $50.12 $62 28% $4.02 8158 $4.11 $3.04 12.5x 14,0% 12.2x 16.5x
Semgia Energy SRE Neutral $50.17 $58 20% $4.46 $4.93 $5.55 $5.61 11.2x 1{.2x 3.0x 8.9x
¥ Diversified Utiities Mean 20% 12.0x 11.5x 9.7x 11.1x
. Diversified Utilities Median 19% 12.0x 11.4x 9.5x 10,0x
Pp’s ”
NRG znargy NRG Buy $27.20 337 6% $1.88 $2.34 $2.25 $2.05 14.7x 11.8x 12.1% 13.3x
RRALI Ener: RRI Buy $6.98 $9 29% {$0.77}  $0.19 $0.64 $0.21 NA 35.9x 10.9x 33.1x
. Special Situation and IPP Median 2% 240x  26.6x 186x  25.6x
Special Situation and IPP Mean 29%

24.0x 32.2x 12.1x 30.5x

Note: E7R and RA! are on the Conviction List
Scurce: [30ldman Sachs Research estimates, Factset.

App:er'ﬁdix I: Action Off: Americas Buy List - Portland General

Since fjeing added 10 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%.

o - o e on N E ] o sy
3 i : g Cpae. 0 Price P s Price as of - (Price performance =6 month prce . §2 month price
Gompany: o Ticker Primary anaiyst Gurrency 0972809 © - since D8N7I09 Cpert ~ - pert o
Am:;imi] Power & Utii s Pesr Gfbup - T T T ) e ’ - N )
Portland General Electric Co. POR Michael Lapides $ 20.09 57% 24% : 16.9% 17.5%
AGL R_le)un:es Inc, AGL Theodore Durbin $ 35.08 3.3% 11.2% 30.5% 8.6%
Alleghenj Energy, Inc. AVE Michael Lapides $ 2701 9.3% 4.0% 15.4% 29.4%
Ameren {rom. AEE Michael Lapides H 2574 -1.3% 4.9% 104% -35.9%
Americar| Electric Power AEP Michaet Lapides $ 31.18 ©.8% 9.0% 18.7% -16.4%
Atmos Efietgy Corp. ATO Theodore Durbin $ 28.31% 26% 12.8% 19.9% 3.1%
Cleco Cap. CNL Michael Lapides $ 25.14 38% 15.3% 12.7% -1.5%
Consqlid'iled Edison, Inc. ED Michael Lapides $ 41.41 5.2% 11.8% 7.9% -5.2%
Duke LEn{,‘rgw,- Corporation DUK Michael Lapides $ 15.94 4.4% 10.6% 11.5% -11.6%
Edison lglemational EIX Michael Lapides $ 34.07 7.5% 8.9% 17.T% -15.0%
El Pago fllectric Co. EE Michael Lapides $ 17.84 13.3% 25.5% 29.1% -16.8%
Enlergy Gorp. ETR Michael Lapides H 79.80 21% 4.4% 17.4% ~11.9%
Exelon Qorp. EXC Michael Lapides $ 50.22 1.8% 0.9% 9.0% -25.2%
Great Pl ins Energy Inc. GXP Michael Lapides $ 18.17 4.9% 17.8% 32.1% -19.1%
Northeast Lhilities NU Michaet Lapides H 24.02 1.7% B86% 10.7% 1.3%
NRG Enirgy Inc. NRG Michael Lapides s 27.15 -2.0% 14.1% 54.3% 2.8%
NSTAR NST Michael Lapides $ 321 1.0% 17% 2.3% 6.3%
NV Enerjjy, Inc. NVE Michael Lapides $ 11.60 -1.7% T77% 21.0% 14.7%
Owmat Technologies, Inc. GRA Michael Lapides s 41.18 12.4% 4.5% 48.3% £0.8%
PG&E Clirporation PCG Michaed Lapides $ 40.96 25% 7.9% 5.8% 6.8%
Progres§ PGN Michael Lapides $ 39.66 1.3% 5.0% 10.0% 9.8%
RRIE! RRI Michae| Lapides $ 7.00 26.6% 54.2% 105.9% “42.7%
SCANA X SCG Michael Lapides $ 35.32 52% 10.0% 14.2% -13.0%
Sempra|Znergy SRE Michael Lapides s 50.24 £0.2% 0.9% 12.2% 55%
Westar [{nergy Inc. WR Michael Lapides $ 1962 -3.3% 6.5% 12.1% ATT%
WGL Haldings, Inc. WGt Theodore Durbin 3 33.60 1.7% 4.3% 1.2% 09%
Wiscons'n Energy Corp. WEC Michael Lapides $ 45.18 0.9% 11.0% 10.5% -1.2%
SaP 500 1062.98 8.5% 15.7% 30.3% -12.4%
Index pérformance In stock price currency 1062.98 B.5% 15.7% 30.3% -12.4%

Note: Pices as of most recent available close, which could vary from the price date indicated above
This tatle shows movement in absolute share price and not total shareholder retum. Results presented should not and cannct be viewed as an indicator of future performance.

Sourcel Factset, Quanturn database.
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Appéndix J: Action Off: Americas Conviction Buy List — Great Plains Energy

‘ Since keing added to Americas Convictian Buy List on August 17, 2009 GXP is up 4.9% versus the XLU up 2.8% and the S&P500 up
8.5%. Ip the last twelve months, GXP is down 19.1% versus the S&P500 down 12.4%,

[P N,

* Ticker

P’nﬁlw

! ; Price as o} 3manthprice & iovth price 12 month price
| ;Cnmpany Primary analyst cimm:y wzsmg since 08117109 pearformance performance performance
Americas Hower & Litllities Pear Group
[ Creal Energy inc. GXe Wichasl Lapides * WAT A9% 1T.2% 32a% A%
‘ AGL Ry req Ing AGL Theodore Durbin H 35.08 33% 11.2% 30.5% 6%
Allegheny Ehergy. Inc. AYE Michael Lapides $ 70 8.3% 4.0% 15.4% -20.4%
{ Ameren Colp. AEE Michas! Lapides 3 2574 -1.2% 4.9% 10.4% -35.9%
American § soirlc Power AEP Michael Lapides 3 FARE] 05% 5.0% 1B.7% -16.1%
Atmos Enes gy Gorp, ATO Theodore Durbin $ 28.3¢ 2.6% 12.8% 19.9% 31%
: CNL Michael Lapides 3 2514 3.6% 15.3% 127% -1.5%
Conmliglahé: Edison, ine. ED Michael Lapices $ 4141 5.2% 11.8% 1.0% -5.2%
Duke Ereigy Corporation DUK Michael Lapkias § 1594 44% 10.6% 1.5% S1.6%
Edison |ntefnational EIX Michasl Lapides ) %07 7.5% 8.9% 17.7% -15.0%
El Paso Ewe! iric Co. EE Michael Lapides $ 17.84 13.3% 25.5% 23.7% -18.8%
Entergy Cogp. ETR Michae! Lapides $ 79.80 21% 4.4% 17.4% -1.9%
; Exelon Comt EXC Michael Lapides H 50.22 1.9% 0.5% 9.6% -25.2%
Northeast L iivies NU Michael Lapides $ 24.02 17% B.6% 10.7% -2.3%
NRG Energinc. NRG Michael Lapides $ .15 2.0% 14.9% 54.3% 26%
NSTAR NST Michael Lapides $ zn 1.0% 1.7% 2.3% 5.3%
NV Enejgy.Inc. NVE Michael Lapides $ 11.60 A7% 1.7% 21.0% 14.7%
Drmat Tach ologies, Inc. ORA Michae! Lapides $ 41.18 12.4% 45% 48.3% 0.9%
PG&E Compration PCG Michae! Lapides $ 40.96 2.5% 7.9% 5.6% 6.8%
Pactiand Ge,aers! Elactric Ca. POR Michael Lapides s 2009 57% 24% 16.9% AT5%
Progress E¢ergy Inc. PGN Michael Lapides § 39.68 13% 5.0% 10.0% -9.8%
! RR1 Energy, Inc. RRI Michasl Lapides § 7.0 28.6% 54.2% 105.9% A27%
SCANA Con SCG Michae! Lapides $ 3532 5.2% 10.0% 14.2% -13.0%
Sempra Enrgy SRE ¥chael Lapiies ¢ $0.24 B% 9% 12.7% E5%
Wastar Enegy Inc. WR Michae! Lapides $ 19.62 3% B.5% 12.1% A7.7%
WGL Holalngs, Inc. WGL Theodore Durbin $ 33.80 1.7% 43% 1% 0.9%
Wiszonsin Energy Cesp. WEC Michael Lapides -4 45.16 0.9% 11.0% 10.5% 17%
8&P 500 106292 5% 15.7% 30.3% -12.4%
Index In atock price cyrrency 1062.92 B8.3% 15.7% 30.3% 124%
Note: Pri

's as of most recent available close, which coudd vary from the price date indicated above

This lable { hows movement in absalite share price and not totat shareholder retum. Results presented should not and cannot be viewad as an indicator of future performance.

Source:

actset, Quantum database.

AppéTix K: We observed significant efficiency gains by the industrial customer class

eiec'_m):nty usage by customer, indexed 1o 1990 levels

Energy Efficiency By Customer Class: MWh per Customer Indexed to 1990 Levels
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Sourcé: é’,"oldman Sachs Research estimates, Factset,
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Appendix L: Valuation Methodology and Risks

[Company_~ {Ticker__ [Method. ~ [Riks to Our Fhedis ) = - . T -
Oigrsified Uity
Ameren AFE SoP Lovlef-lnan-elveded environmenlal sperding an s Hinols coal fleat, worse-ihan-expacted autcome at tha next ikinois powar audtion; Ram case risk
Alegheny|Enargy AYE Sob LT C y prices as g business contribules butk of samnings; higher-than-expected environmenial spending at he coal plants
Edison Intyrmational EX SoP Emlmnnmlal capex potentally significant, Commaodity risk due ta minimal hedging
Enkecgy ETR SoP LT C y pritas put eamings at dsk; HuTicane cost retovery
Exelon EXC SoP LT Commodity prices a5 compary inerassingly on ‘business; Regulatory rsk in Ikinais.
Sempra Elyergy SRE Sob Lower-than-gxpecied eamings from trading bisiness; Commodity price risk So(‘al utlities rate case risk
ies
Laga-Cap tegulated Utdilies
Amarican |[Zlec Powst AEP ODM & PIE Cost racovery of capital invesed in major profectss Grealer-than-axpecizd margng and capex Above-avarage detd levels
Duke Enefgy QUK DDM & PIE Rat case risk a1 DUKS e gulated Franchise Edectric business
Conschdaiad Edisen ED DODM & P/E Above-average growth; Equity issuances below guidanas
PGEE PCG ODM & PIE Delays in rate base growth
Progress l{nmgy PGN DDM & F/E Lowerthan-axetted rate base growth, regulatory greater-tha! beipalad finangng equiremants
) 5 ConR .
[=C N ONL DDM & PrE Rate casa axposure in Louisiana afer Rodemacher complation; wose-than-anicipated cash fows fiom non~regutaled plants
El Paso Ejackic EE DOM & PIE Oparational risk al Palo Vende may lead toless F CF and lower-ihan-expecied equity repurchases
Graal Plats Energy GXP DOM & PIE Risks lo RoE in KSIMD; Greater{han-expacied declines
Northeast) Liilites NU O0M & PIE Ragulalory approval of Fansmission projects, construcion fisk, and general negumory and rale case risk
NSTAR NST QoM A& BfE Highac-thacrerpeated ioad growth, suncess it caphuring incentve Q&M
NV Energly NVE DDM & PIE Lower-than-expecied raie basa or load growth, long-em ke csarsk
Portard General Blsctric POR DDM & FiE Regulakory risk from the OPUC long-1erm rale base growih that varies teom our estimatas
SCANA Ojrporation 5C6 DDM & PIE Raw crse risk, lower-than-expacisd gross marging, customer growth or market shame 8l Scana Enargy
Wiscnmir Enamy WEC DDM & PIE C delays; Reg ¥ may become less iiendly
Westat WR OOM & PIE Regdalory risk
Spedial Sl:a on Ltilifes and iPPs
NRG Ene{]y NRG Sof on planned ion; LT C ity prica nisk; L 4h; relail margins.
Ormal Tethrologies ORA DCF Elimination or reduction of Produdtion Tax Cedits; dacreased capacily faciors at nmmg plants; lower long-term commadity prices
RRI El\el;] RRI SoP rower L T commadity prices; Higher coal to gas swilching: Highar bhan capital

Source; daldman Sachs Research.
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I, Michael Lapides, hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or

companizs and its or their securities. | also certify that no part of my compensation was, is or will be, directly or indirectly, related to the specific
recommndations or views expressed in this report,

Investment Profile

[

The Gbldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and
market. \the four key attributes depicted are: growth, returns, multiple and volatility. Growth, returng and multipte are indexed based on comgposites
of severfl methodologies to determine the stocks percentile ranking within the region's coverage universe.

The pred|se calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows:

Growth Is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one praspective aggregate
of varioys return on capital measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend
vield, EVIFCF, EVIEBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.

Quantum

Quanturg is Goldman Sachs' proprictary database providing access to detailed financial staternent histories, forecasts and ratios. It can be used for
in-depthjanalysis of a single company, or to make comparisons between companies in different sectors and markets.

Disclosures

Coverige groupis) of stocks by primary analyst(s]

Compénlium report: please see disclosures at http://www.gs.com/research’hedge.html. Disclosures applicable to the companies included in this
compendium can be found in the latest relevant published research.

Company-specific regulatory disclosures

Compf:nuium report: please see disclosures at http://www.gs.com/research/hedge.html. Disclosures applicable to the companies included in this
compendium can be found in the latest relevant published research.

Distribution of ratings/investment banking relationships

Goldmaii Sachs Investment Research global coverage universe

Rating Distribution Investinent Banking Relationships
Buy Hold Sell Buy Hold Sell
Global: 0% | 51% | 19% S4% | 52% |  44%

As of Jly 1, 2009, Goldman Sachs Global investment Research had investment ratings on 2,709 equity securities. Goldman Sachs assigns stocks as
Buys qnd] Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for
the purppses of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions® below.

Price target and rating history chart(s)

Comptlankiium report: please see disclosures at hitp:iwww.gs.camiresearch/hedge.html. Disclosures applicable to the companies included in thig
compengium can be found in the latest relevant published research.

Regulgtory disclosures

Disclosures required by United States laws and regulations

See combany-specific regulatory disclosures above for any of the following disclosures reguired as to companies referred (o in this report. manager
or co—mJ:ager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-
managedl public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a
market im fixed income securities of issuers discussed in this report and usually deals as a principal in these securities.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professianals reporting to analysts and members of their households from owning securifies of any company in the analyst's area of coverage.
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Analyst fompensation: Analysts are paid in part baged on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst
as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their households from serving as
an officey, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S, Analysts: Non-U.S. analysts
may not be associated persons af Goldman, Sachs & €a. and therefora may not be subject to NASD Rute 2711/NYSE Rules 472 restrictions on
communjications with subject company, public appearances and trading securities held by the analysts.

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in

prior perfods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs
website pt http://www.gs.com/research/hedge.html.

Additipnal disclosures required under the laws and regulations of jurisdictions other than the United States

The follawing disclosures ate those required by the jurisdiction indicated, except to the extent already made sbove pursuant to United States laws
and regiliations. Australia: This research, and any access to it, is intended only for "wholesale clients” within the meaning of the Australian
Corporatjons Act. Canada: Goldman Sachs Canada Ing. has approved of, and agreed to take responsibility for, this research in Canada if and to the
extent it kelates to equity securities of Canadian issuers. Analysts may conduct site visits but are prohibited from accepting payment or
reimbursement by the company of travel expenses for such visits. Hong Keng: Further information on the securities of covered companies referred
10 in this research may be obtained on request from Goldman Sachs {Asia) L.L.C. India: Further information on the subject company or companies
referred llo in this research may be obtained from Goldman Sachs (India) Securities Private Limited; Japan: See below. Korea: Further information
on the sybject company or companies referred to in this research may be obtained from Geldman Sachs (Asia) L.L.C., Seoul Branch. Russia:
Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis not
having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity.
Singapolie: Further information on the covered companies referred to in this research may be ohained from Goldman Sachs {Singapore) Pie.
(Combar[(y Number: 198602165W). Taiwan: This material is for reference cnly and must not be reprinted without permission. Investors shoutd
carefully consider their own investment risk. Investment results are the responsibility of the individual investor. United Kingdom: Persons who
would bt categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Services Autharity, should read this
research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that

have be¢n sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report,
are available from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 4 {1] {d) and Asticle 6 (2] of the European Commissicen Directive 2003/126/EC is

availablé at http:/iwww.gs.comvelient_services/global_investment_research/europeanpolicy.htmt which states the European Policy for Managing
Conflitts of Interest in Connection with Investment Research.

Japan: Gloldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered
with th{} Kanto Financial Bureau (Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and
Financidl Futures Aasociation of Japan {FFAJ). Sales and purchase of equities are subject to commission pre-determined with
clients plus consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the
Japanesp Securities Dealers Association or the Japanese Securities Finance Company.

Ratings, coverage groups and views and related definitions

Buy (B), [eutral (N), Seli (S} -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
or Sell o an Investment List is determined by & stock's return potential relative to its coverage group as described below. Any stock not assigned as
a Buy or'a Sell cn an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regiona) investment Lists to
a global [guideline of 26%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage
group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent investment
recommpzndations focused on either the size of the potential return or the likelihood of the realization of the return.

Return potantial represents the price differential between the current share price and the price target expected during the time horizon associated

with theprice target. Prico targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in
each report adding or reiterating an Investment List membership.

Coveragz groups and views: A list of all stocks in each coverage group is avalizble by primary analyst, stock and coverage group at
http:/Avww.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook
on the céiverage group relative to the group's historical fundamentals and/or valuation. Attractive (A). The investment outlook over the following 12
monthis{s favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral {N). The investment outiook over the
following) 12 months is neutral relative to the coverage group's historical fundementals and/or valuation. Cautious (C). The investment outiook over
the folloying 12 months is unfavorable relative to the coverage group's historical fundamentals andfor vatuation.

Not Ratéd (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Gotdman Sachs is acting in an
advisory capacity in a merger or strategic transaction involving this company and in cerntain ather circumstances. Rating Suspended (RS). Goldran
Sachs Rl_;search has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for
determiring an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for this stock and should
not be relied upon. Covarage Suspended [CS). Goldman Sachs has suspended coverage of this company. Not Covered {NC). Goldman Sachs does

not coveli this company. Not Available or Not Applicsble (NA). The information is not available for display or is not applicable. Not Meaningful
(NM). Thiz information is not meaningful and is therefore excluded.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant
to certaif contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the wotld produce equity research on
industrids and companies, and research on macroeconomics, currencies, cormmeodities and portfolio strategy, This research is disseminated in
Australid'by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 837} on behalf of Goldman Sachs; in Canada by Goldman Sachs Canada Inc. regarding
Canadtamy equities and by Goldman Sachs & Co. (all other regearch]; in Hong Kang by Goldman Sachs (Asia) L.L.C; in India by Goldman Sachs
{India} Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ld.; in the Republic of Korea by Goldman Sachs {Asia) L.L.C., Seoul Branch; in
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New Zealand by Goldman Sachs JBWere {NZ) Limited on behalf of Goldman Sachs; in Russia by 000 Goldman Sachs; in Singapore by Goldman
Sachs (Skngapare) Pte. (Company Number: 198602165W); and in the United States of America by Goldman, Sachs & Co. Goldman Sachs
International has approved this research in connection with its distribution in the United Kingdom and European Union.

Europeal* Union: Goldman Sachs International, authorized ang regulated by the Financial Services Authority, has approved this research in

connectipn with its distribution in the European Union and United Kingdom; Goldman, Sachs & Co. oHG, regulated by the Bundesanstalt filr
Finanzdignstleistungsaufsicht, may also distribute research in Gerrnany.

Generpl disclosures

This résgarch is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large
majority of reports are published at irregular intervals as appropriate in the analyst's judgment.

Goldmant Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have

investmént banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research
Diviston, SIPC: Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC {http:/Avwaw.sipc.org).

Our sdlefipeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our
propriet{iry trading desks that reftect opinions that are contrary to the opinions expressed in this research. Our asset managernent area, our

proprietyry trading desks and investing businesses may make investrnent decisions that are inconsistent with the recommendations or views
expressed in this research.

We and bur affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in,
act as-priincipal in, and buy or sell, the securities or derivatives, if any, referred to in this reseatch,

This résétarch is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
ilegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individull clients, Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and,
if appro&lﬁate. seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from
them mgy fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may
oceur: Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments,

Certaip transactions, including those involving futures, options, and ather derivatives, give rise to substantial risk and are not suitable for all
investorl. Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at
httpr/iwndaw. theocc.com/publications/risks/riskchap.jsp. Transactions cost may be significant in option strategies calling for multiple purchase and
sales of pptions such as spreads. Supporting documentation will be supplied upon request.
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