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Figure 38: Summary of NU Regulotion by Subsidiary

Subasidiary | Allowed Expected Adiustment Mechanisms/Trackers
RQOE Clstribution Rate
Flllng

Fuel & Electric Shanded/ Pension

Purchased | Transmisslon | Transilion Tracker

Power Costs Costs

CL&P 9.40% Late ‘09/Early "10 X X X

PSNHDIst, | 9.67% | Fling Made Spring X X X
‘08

WMECQO 8% - Mid - 2010 X X X X
12%

Yankee 10.10% No Plans F3 na n/a
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Sourre: Company Preseniciions

PSINH

On Aprl 17, 2009 PSNH filed ¢ temporary rate increase request with the Public Servica
Commission of New Hompshire [NH PSC].  The generafion side of the business is
l regulated ot the state level wilh rackers and o set ROE scmewhal similolly to federal
fransmission regulation. The temporary increcse requested $36.4 million in onnualized
revenues to be effective on August 1, 2009. Subsequently, the company filed @ nofice of
' infent with the comemission stating that they would file & new sote schedule on or befere July
1, 2009 that would consfitste a $51 millicn rate increase. The company would request
tates effective os of August 1, 2009 and os is typical in New Hampshire Ithe rate Increase
l= would be suspended by the commission pending a full general rale cose review. This full
GRC review would be expecied to last about @ year. The role cose metics aftached to
either requesied Increose were not mode public as of this writing; however, according o
l earlier projections by the company, we would expect the yearend avercge rale base to be
cbout $774 million for distibution ossels ond about $389 million for generotion assets.
‘ The NH PSC could grant both the temporary increase and o further increase, dependent
I upon fhe result of the full GRC review, er they could deny the temporory increase and
merely cdjudicate the full GRC. The compony currenily is regulated under a decision
rendered by the commission on May 25, 2007 which allowed a $50.1 million rate
l increase {+4%}, which wos premised upon @ veorend 2005 average rate bose of eboul

$668 million, a 47.66% equily rotio, and a 9.67% return on equily.

|

ClaP

The company hos stoled publicly thot given cument economic conditions thol the
anficipoted rate cose filing in CT would be deloyed from midyeor 2009 lo late yeor
2009 or early in 2010. We do hava concerns around regulation In CT given the recent
decision for & seporate compuany, Uniled lluminating, in thel state. To briefly review thet
cose, in November 2008, United Mluminaling requested o $52.4 million revenue Increase
premised upon a rate bose of cbout $511 million, c 10.75% return on equity and o 50%
equity ralio. In February 2009, the CT Deporiment of Public Uslity Cantral (DPUC)
approved o rale increcse of $6.1 million, premised upon a rate bose of about $499
million, ond equity ratic of S0% ond a relurn on equily of 8.75%. After the rate order
United Hluminaling onnounced plans o cut copilal expenditures by $50 million after which
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the CPUC and the CT Atormey General Richard Blumenthol become concerned over how
this cut would impect reliability. The Atioiney Gererol filed o petiion on May 18 with the
DPUC asking the commission o review, whether United lluminating vicloted the order by
reducing O8M expenses.  United fluminating then filed o petition with the DPUC saying
the Aitorey General's request wos without fociuo! suppor, ond that the brief period of
reduced expenditures would not impact refabiiity. The DPUC has stated that it wants o
monitor capital and operaling expendiiure levels going forward.

In our view, the United llluminoting situation remains worth waiching going forward and the
8.75% refurn on equily is o concern. If the economy recovers by early 2010 with CI&P is
expected Io file o better cutcome moy be in store in that rate case given less poliiical
pressure ol thot time. Based upon the compony's projections as of this writing CL&P's rate
base at the end of 2009 will be $2.351 billion and at the end of 2010 will be $2.557
billica.

WMECO

We anlicipole that WMECO will file a rote case in mid-2010, the projected rafe base ot
lhe end of 2009 is expected to be $410 million and ot the end of 2010 $434 million.
WMECO currently operales under on allowed ROE ronge of 8%-12% with trocked
expenses os outlined above. ‘

NSTAR (NST)

A sevenyear raie seffement was approved by the Massachusetts Depariment of Public
Uiilities {DPU} on 12/30/05. The seftlement includes onnual inflotion-adjusted distribution
rale increases thot began on Jonuary 1, 2007 ond continue through 2012, These
increases are generally offset by on equol and corresponding reduction in transition rates.
The cuent rate plon Incorporales o deferral mechanism for transition costs thot are
expected o be recovered over the 2010-2013 timeframe. The amount could cpprocch
$250 miliion in 2010. A 10.88% carying chargs is eained on the average bolancs. A
50%/50% eamings sharing mechonism is higgered if NSTAR flectric’'s ROE exceeds
12.5% or falls below 8.5%. NSTAR Electic can initicle o rate proceeding if the ROE falls
below 7.5%.

The Green Communifies Act was enacted on July 2, 2008 by the Massachusetts Legishature
and the DPU issved its Decoupling order on July 16, 2008. The od covers solar
installations, encourages longrerm renewable energy contracls, requires implementotion of
a smart grid pilot program, establishes o Renewable Portfclio Standards {RPS) goal for the
siate of 15% by the year 2020, ond requires the pursuit of all costeffective energy
efficiencies. The DPU's plan is to phase in o decoupling model between now and 2012.
Ulilities thol are operaiing under o rofe ogreemenl can continve to do so, but for all
incremental energy efficiency spending, INST will be able to recover any lost base revenues
and eom performance Incentives on that spending.  NST filed o plon with the DPU for
2009 in December 2008 and has sincs filed a three year plan.
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Transmission Iniliatives Update

NST's bose transmission ROE is set of 11.64% with the opportunily lo eatn an oddifional
100 bp on new constiuction profects. NST's approximate transmission rate base is $7.50
millicn. The company completed o second and finol phase of o mojer underground
fransmission project In 2008, ot o lota] cost of about $300 million. NST expects 2009
ransmission expenditures Jo be about $100 million.

On May 21, 2009, NST and Norheast Utliies {NU} announced thai the FERC ruled
favorably con the proposed struchire of a fransmission arangement that inferconnects New
England with the Conadian prevince of Quebec. FERC opproved the participantfunded
transmission line hehween New England and Quebec, and the assignment of fim
onsmission fights to HydioGuebec (HQ] o encble HQ to deliver lowcorbon
hydroelectiic power into New England. The new fie line will use high voltage direci
current {HVDC] technalogy to connect HQ's hydroelectiic sysiem and New England's 345
kV system in south cenlral New Hompshire. This will provide approximately 1,200-1,500
mW of impart copability into New England at a total cost of an estimeted $700 million to
$800 million, inciuding NST's share of $200 million. Construction will likely take place in
the 2011-2014 iimehrame. This corresponds well with NST's current rote plon [described
above) which-incorporates o deferral mechanism for kansifion costs that are expected to be
recovered {cash} over the 2010~2013 fimeframe, including on approximate $250 million
in 2010.

NV Energy (NVE)

NVE Energy is the largest uiilily in the state of Nevada ond hes two main utility
subsidiories, Sierra Pacific Resources in the northern portion of the stole and Nevada Power
in the southern porion of the state, whose service lerritory includes las Vegas. Boih
subsidiaries market under the NV Energy name, and the company changed its nome and
stock symbol from Slerre Pacific Resources [SRP} o NV Energy INVE) in the past year.
Simflarly, the two .uﬁlily subsidiaries at the company whose legol nomes remaln Sierro
Pacific Power Co. In the north and Nevada Power Company in the South are now referred
o as NV Energy North and NV Energy South.

Urder custent law in Nevada fue! and purchosed power ote tued up on a monthly basis
and the Commission uses o hybrid fes! year that adjusts for known and measurcble
changes. Nevoda Power is currenlly in with o rote case before the Public Utility
Commission of Nevads [PUCN] ond a decision was made by the comenission on fune 24
and rates became effective on July 1.

Nevada legislature

in the just completed leglslative session In Nevada the legisloture passed some changes 1o
ufiity regulotian in the siale. NV Energy Norh will file their nexd rate cose no loter than the
first Monday in June 2010, and NV Energy South will file their next rate cose no lofer than
the first Menday in June 2011, Holding to the 210 doy stattory fimit within NV for
deciding © rate cose the rates from each filing will become effective, subject to Public
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Ulility Commissien of Nevada (PUCN) appreval, on January 1 of the year following the
filing. Further, the PUCN will be ollowed under the new law to allow deferral of rate
implementation upon the request of a uiility and is allowed fo implement low income
customer sotes. The renswable portfolic standard was increosed from 20% to 25% by
2025. The amount of the standord that must come from solor generated power was
increased from 5% to 6% of the RPS by 2016, Procurement of power kom cuiside the
state will now also be allowed lo count oguinst the standard.  Further, the commission is
now avthorized under the new low o develop and adopt regulafions allowing for uilities
to recover erergy efficiency impacls.

Nevade Power

On February 27, 2009, as requited under the hybrid test yeor siructue Nevada Power
fled o revised request for $305.7 million veisus their criginal request of about $324
million made in December 2008. The revised filing is premised upon a rote base of just
over $5.0 billion, an equily ratic of 44.15% and o retum on equity of 11%. The Staff
recommendation was issved on April 14, 2009 and colled for @ $202.8 millicn revenue
increase on o tale bose of just under $4.6 billion, an equily rafio of 44.15% and a retum
on equily of 10.5%. The subsidiary currenfly earns a 10.7% return on equily which is what
we mode! going forward. On June 18 2009, Commissioner Som Thompson issued o
draft order calling for a $218 million sevenue increases premised vpon a $4.7 billion rate
bose, a 44.15% equily ratio, and a 10.4% relum on equily. The key difference between
the request and the stolf rec/proposed order other than the ROE wos o disollowance of
CWIP in rate base related to the Harry Allen plant. The company Is earmings neutral o ihis
outcome as they will book AFUDC on this CWIP going forward. There will be @ cash lag
related to this, however,

The droft order would desskew rales from nonvesidentiol customers to residential customers.
Residential ate increases from this deskewing will be miiigated os the increase would
coincide with @ reducfien in the Base Tarilf Energy Rate BTER) for fuel costs to toke plece
on Jonuary 1, 2010. NPC's revised request called for o residential cusiomer rote increase
of 16.7%, and the commission draft order calls for o rate increase of 9.3% {12.3% with
the deskewing}, With reduciions to the BTER the net increase to customers ko the drafi
order would be 6.8%. To futher mitigate rote shock the commission draft order calls for o
phosein of rates in two stages. The first stage would be o 3% increase on 7/1/09 and
the second incremse would be for the balance of the increase of 3.8% [6.8% estimoted net
of the BTER less the 3% implemented on 7/1/09) ond will occur on 1/1/10. The
company will bock revenue as though the enlire rate increase had occured on 7/1/09
and hang the cash 1o revenue difference on the balance sheet for future recovery,

The final ordes was approved by the PUCN on 6/24 and wos slightly better than the draft
decision. The commission approved a $222 million revenve increose premised upon o

$4.7 billion rate base, a 44.15% equity ratic and o 10.5% retum on equity.
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PGE&E Corp. (PCG)

PG&E Corp. is a large utility that serves nerthem Califemio including San Francisco. The
compony is cutrenlly operaling under o three yeor role order which will expire on
1/1/11. As g result the company will be filing o General Rote Cose later this year fer
rates to be effeclive on 1/1/11. We would expect thot the next General Rate Case will
call for o three year forword 1ate schedule which would lake occount of elirition ond rote
base growth over time. PCG operales in CA under nearly full soles decoupling ond il
energy procuremen cosls are passed through. Further the company operates under o multi-
yeor cost of capital mechonism with an adjustor, if Iriggered, ond has significant
precedents in place af the Colifornia Public Usiliies Commission [CPUC) related o pension
recoveries. As of lhis wiiting pensions were 83% funded and the 2006 setlement with the
CPUC allowed for confributions of $176 milion per yeor through 2010. Regulatory
accounting allows the use of o balancing account to neutrdlize pension related eamnings
impacts, and o bolancing account is used should cosh contributions rise obove $176
million annually. The one major flem which does get frocked in some other jurisdictions
which is nol racked in Colifomio fs uncollectables expense. There are several different
regulalory activities set lo occur for PG&E Corp. beginning later this yeor and throughout
2010. We detail them below.

Cost of Capital Mechanism Filing

The current cost of capite] adjustment mechanism operates fircugh the end of 2010, The
mechanism sefs on initial return on equily and then allows for that RCE 1o be adjusted on a
once a year bosis should o bord index move by more than 100 bp. [f the mechanism
were lriggered in this way the ROE would be adjusted up or down by half of the move in
the index. The index Is measured annvolly from October 1o September each year. The
company then mokes an odvice filing ot the CPUC indicating the move in the reference
bond index ond the calculaled ROE adjusiment, if applicable. We would anticipate this
advice filing is made in midOciober. There is soma disagreement over which Moody's
Bond indsx should be used as the reference index os the CPUC reguldlions in the
mechanism do not specifically address how fo Ireal o split rated compony. Howevar, for
Edison internctional, the CA ulility subsidiary of EIX, which is also split roted, the lower
rating was applied, This is imporont os so far the Moody's Boa Bond Index is above the
100 bp trigger level while the Moody's A Bond Index is still below the igger by about 40
bp. 1t is our view Ihat the Baa Index will be applied this fall.

Since the ROE odjusiment mechanism is only in place through 2010, another filing hos to
be made in the spring of 2010, likely in April, for the Cost of Capital mechanism which
will be in place in 2011 and beyond. This wil open the issue of whether the mulii year
ROE adjustmeni mechonism is kept or whether CA reverts fo annual Cost of Capital
proceedings os wos done in the post. It will olso cllow for the potential adjustment fo the
ollowed capital siruciure, which Is now 52%. We expect the company to file for o muli
year mechonism in April and o decision lo be made by the CPUC on this matter by
December 2010.
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Energy Efficiency Incentives

The Energy Eﬂicienw Incentives in Coliforio are awarded using a look back mechonism.
The utility gets to book  portien of the awerd on an annuct bosis using o one year lock
back and dfter a thiee year “cycle” gets to book the remainder of the award by focking at
the parormance over that entire three year period. The company received 35% of the
calculoted 2006 and 2007 incentives amid debate at the CPUC over hew to measure the
direct impact of PG&E's progroms and what portion of overall efiiciency goins those
programs were directly responsible for, The CPUC plans o full review of the 2006-2008
cycle by year end 2009 and complefion of the tueup for the thiee vear period by year
end 2010.

The 20092011 cycle Is also under review af the commission with o full review of the
eniire mechanism undes woy. The CPUC has Indicaled thal the avowed goal of the
proceeding 15 to moke the process tronsparent ond simpliied.  Allhough there hes been
some opposifion fo the energy efficiency owoids voiced in the CA Assembly, we expect
some sort of long term oword mechanism to be put in place by yearend 2009.

Eleciric General Rate Case

The current general rafe case under which the utility operales terminates in Jonuory 2011.
Therefore the company will file a new GRC before the CPUC. A nofice of inlent, which
will contain the majotity of the details of the filing will be made in August 2009, with the
fling of the first applicalion oceurring in November 2009, Tesimony would be expected
to be filed in December 2009 with liigation occurring throughout 2010, Third pardy filings
and compony responses will occur in the spring, hearings will likely be held in the summer
with a final decision by yeorend. The CPUC hos been loter than this on seme decisions
in the post bui if thal delay occuss reles would be made retroactively effective to 1/1/11.
In o view the process would slrefch no furher than March of 2011, The commission

under the CA stafutes will hove 30 days cher an Alj decision is rendered io issue a finol
order,

FERC Transmission Rate Orders

ln Colifornia tronsmission rate bose is regulated by the FERC ol the nalionat level. This rafe
bose cutrently eamns a 12% refurn on equity versus the 11.35% return on other assets as
awaided by the CPUC. The FERC sefs this return in on annuol filing with the commission
which the company makes every August for. o decision in approximalely 12 months time.
This timeline gels extended somewhat f there is o prospect for setfement which has
occurred the lost couple of years. The lost decision was Transmission Osder 10 in which
the compony asked for o $760.5 million revenve requirement ond received a $718
million revenue requirement under o setffement In Oclober 2008: Transmission Cedar 11,
in which the company requested $849 million has reached a setlement which has been
filed with an A{ al FERC, a final decision is anticipated in 3Q09. Transmission Order 12
will be filed at the FERC on cr about August 1, 2009,

T
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Other tems

In what amounls to o very full regulalory year, the compeny will also file theif next Gas

Accord in the second half of 2009 with o decision fikely by 3Q10 and will file their

cempliance filing with regord to meeting Colifomla’s renewable porfolio standard (RPS] of -
20% on Augusi 1, 2000,

PNM Resources [PNM)

PNM Rescurces eperates an integrated electric ulility in New Mexica, PNM Eleciric [PINM:-
E} and on TAD uiility in Texos, Texos New Mexico Power [TNMP], On May 28 the New
Mexica Public Regulolory Commission INM PRC) opproved o staggered $77.1 million
revenue increase for PNME thot will ioke place in 2009 oad 2010, As post of the order
the company is prohibited from any rate Increases unlil March of 2011, The New Mexico
tegislature also passed a forward fest year Inta Jaw under which PNAME's next rote cose,
presumably filed in 2010 for rotes effective after March of 2011 will be filed under, As of
this writing il fs difficull fo say whot the fiming and structure of the next PNME rate filing will
lock like.

TINMP

TNMP hos an engeing rate cose in Texas which was filed by the company on August 29,
2008 requesting $8.7 million in revenue increcses. An amended request was filed on
March 31, 2009 which increased the requested revanue increose to $24.4 million or
+16%. The request was updated for Hurricane lke inlerruption costs, as Texas law now
allows for such recovery, ond a higher cost of debt. The amended request Is premised
upon o $430 million rate base, o 40% equity rativ, and o requested 1etuin on equity of
11.25%, Abow 36 milion of the differential between the original and the omended
request resulls from increasing cost of debt ffrom 7.1 4% 1o 9.43%), cnother $5.1 million is
tesulant from o proposal o recover $20.6 million in Hurricone ke reloted costs cver the
next five years.

On June 3, 2010 the Public Uliliies Commission’ of Texas JPUCT) Siaff Issved o
recommended oider of 6 $7.6 million revenue increase premised upan a rate base of just
under $430 milfion, an equily ratio of 40% and a refuin on equily of 10.33%. The §7.6
million recommended increase includes ¢ $5.0 miflion sterm allowonce per ke, a $1.1
miflion transiicn cost recovery rider Increase ond o $1.5 miflion base rate increase. These
lead to o difference of obout $17 milllon between the $18.2 millian bese rofe increose
sought by TNMP and the sioff's recommendation of $1.5 milfion. Approximately $14
million of the difference s made up of net operating Income items while The remaining $3
million resulis from @ lower recommended return on equity. The biggest NO! tems are a

reduction in D&A expense |35 million] ond o flow thiough of tax benefits to rolepayers {$5
million]. :

The company onnounced a setffement with all parties o the cose had been fled with the
PUCT on june 22, 2009. The agresment would allow o $6.8 million increase in bose

- rates and an addiiional revenue increase of $5.9 million to cover Hurricane Tke restaration
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ond increased finoncing costs.  This seffement for o $12.7 million lofal revenue increase
was black box in nolure.  Hearings were held the week of June 16 2009 ond o PUCT
decision Is expected prict o eorly October

Pepco Holdings (POM)

POM's regulotary calendor on the siate lavel in 2008 wos focused towards the beginning

of the calendar yeor, while the company remained aclive with FERC through the latter part.
of the yeor with regords 1o the Mid-Atlontic Power Pothway IMAPP) tronsmission line. POM
did receive some good news on 10/31/2008 when FERC appraved the 150 bp adder,

bringing POM's alfowed ROE on the project ko 12.8%. The lack of aciivity in 2008 on the

state regulatory font brings on a busy 2009 for POM, with all subsidiaries filing rate cases

in ot least one |urisdiction, ard some additicnal regulatory matters {oddressed below in

greater detail) with regards to pension and cther benefit expense trackers, stimulus funding

for efficiency and smort meters, and low cosl financing opticns from the DOE for MAPP.

Pepco

POM's Pepco subsidiary recenlly filed [5/22/2009) their first rate cose of the year, ond
probably POM's most significant of 2009, in Washington D.C. The company is currently
osking for o $51.7 million revenue ncrense, premised upon an 11.5% ROE ond an equity
terlotclcap ratic of 53.8%. Washington, D.C. can ot best be desciibed as an overage
jurisdiction from an investor's standpoint, and as a result, we have, in our view, fempered
expecialions for how much of the campany's current ask will actually be ollowed by the
PSC. This is funher reinforced ofter looking ot Pepco’s most recenlly decided rale case in
D.C. The finnl order included a revenve increase of $28.3 million, premised upon o
10.0% ROE and on equity 1o fofal capitalization rotio of 46.6% ffor rates effective
2/20/2008), after the company originally requested o revenue increase of $50.5 million
with on 11.0% ROE and 46.6% equitytotal cap rafio.

Rounding out Pepco’s necrlerm tegulotory schedile is an expected filing in Marylend
during 1Q10. We have boked Into cur estimates $44 mifion in rate relief for ofl of Pepeo
{the company is 53% in D.C and 47% MD by rale base), reflecting o foiry dour, however
realistic, result in both coses. The asking amount in MD's rate cose is not expected to be of
nearly the same magnitude as D.C.'s tiling, s the company manages to eam much closer
to their allowed ROE. Furhermors, Pepca's rate cose history in Maryland, as exhibiled by
the gross discreponcies between the company's initial requests and the commission’s final
orders, can be described os negafively leaning at best, '

DPL

On 5/6/2009 DPL filed a rate case in Maryland, requesting a revenue Increase of
$14.15 million, premised upon an 11.25% ROE ond a 49.9% equily o total cap
stucture, While Maryland is rol, in our view, o jurisdiction that is constructive for ulilities,
DPL has histordcally had foirly good regulatory relationships. In DPL's lost MD rate case, the
company's final revised request was for o revenue increase of $15.8 milion, with a .
10.75% ROE, and o 48.6% eguily 1o tolal cop rolio. The MPSC's final order was for a
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revenue increase of $14.9 million with o 10.0% ROE and o 48.6% equily to tolol cop
ralio,

DfL is clso expected to file an electic rote cose in Delaware during 3GQ09 followed by a
gas rate case filing in Deloware during 2Q10. DPY's Delaware jurisdiction [S8% of electic
rate bose] is, in our view, average 1o slighily better than avercge, and the company’s better
{relative} pefarmance there {adjusted eamed ROE of 8.20%) makes the upcoming case
there somewhat less important telalive lo the current case in Marylond. Baked inlo cur
estimates is total relief for DPL's electric operations in Maryland ond Deloware of $18
millicn. We believe that cur rate case outcome ossumplicn is recsonable, and may prove

fo be oplimistic'if Mandand'’s case doesn't come lo fruition as constructively as the most
recently decided cose did.

ACE

During the third quarer of 2009, POM's ACE subsidiary will be filing a rate case in New
Jersay. Baked info our estimates for ACE is rate welicf of $16 million, an amount thot may
prove o be conservalive but that we are comforiable with especiclly when considering
NJ's historieally uncertein regulateny rack record.

Pension Deferral Filings

On May 1, 2009 POM filed in ol of their jurisdictions o request o defer, in aggregote,
$35 milion In pension expense for 2009, The omount defered would than be
Ircerporated Into the next rate cose filing for each ulifity, respectively. In addition, POM is
making o push lo esioblish a thiee yeor moving overage of pension, other emplovee
benefit, and bad debt expense that would help to miligate the cost increases for POM by

ollowing o surcharge and would dampen the rale shock consumers experience when the
expenses would otherwise roll into rates after cases.

Polenticl Benefits from the Slimulus Package and DOE Initiotivas

POM's *Blueprint for the Fufure” program is o good candidate for the government stimulus
funds that have been earmorked for smart meters, efficiency, cnd canservation progroms in
generol. Although the competition for the government funds is most likely going to be quile
siiff {preliminary indications are that only six lo eight projects naticnwide moy be in the first

_ reund lo receive funding), we belleve that il s definitely o possibifity that POM will ot least
poriclly secure funds kom the government's program. In addilion, we think that POM's
MAPP transmission line 1s a strong condidate for the DOE's loan goarantee program. If
POM is successhul in their applicalion, their finoncing cost for the project would diop
subsiantially {could be as much os 300-400 bp of incrementol benefit in terms of reduced
borrowing cosis on POM's request for $684 million in MAPP finoncing). It is beginning to
oppear Increasingly likely that POM will benefit from the DOE's program jon Moy 27
POM was iold by the DOE that their application was selected for a due dllrgence review)
with a final decision expected leniotively during 3G09.
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Porfland General Electric (POR)

POR received o finot order on Jonuary 22, 2009 in ils most recenf GRC. The
cotresponding rote base ossoclated with the order was $2.278 billion, POR's authorized
ROE under the order wos 10.1%, wilh an equily structure of 50%. The order further
authorized PCR’s proposed decoupling mechanism [described below); a condilion of this
mechanism wos o reduction In the compaony’s allowed ROE from 10.1% originally
authorized to 10.0%. POR's generol rate cases ulilize o forwardlocking test year. The
compeny ccleuloles allowance for funds used during consiruction [AFUDC} on construction
work in progress, and when capilol projects are ploced inlo service, boih capital
invesiment and AFUDC ore included in rote bose. Pending or plonned cases include:

B UE-204, which is o request for recovery of costs associated with Selective Water
Withdrowal Project, with on estimated cost of $80 million [POR's share).  An
implemeniotion dole under existing rate pgrameters is pending. A prehearing
conference will be held following the conclusicn of POR's root couse analysis of
certain aperational complications

B Annval Power Cost Update Tariff, for which an initial filing was made in April 2009
ond will be made once again in Apiit 2010, to cdjust rates o reflect updated
forecasts of net variable power cosis. This is expected 1o be implemented on Janvary
1 of the year following the filing, Under the Annucl Power Cost Update Tariff,
customer prices are adjusted annually to reflect the lotest forecast of net voriable power
costs for the following year. As required, the company's initial forecast of 2010 power
costs was submilted lo the Cregan PUC {OPUC) on April 1, 2009. Such forecast will
be wpdated during the year ond will be findlized in November. Based upon the final
forecas, new prices, os approved by the OPUC, will become -effeciive
Jonuary 1, 2010,

B Renewcble Adjustment Clouse Filing, for Biglow Canyon Il project made in Apsil
2009 for deferral until the project would be included in rates on Jorwory 1, 2010.
The company anlicipates o similar filing for Biglow Conyon Phose Il in 2010,

Decoupling Adopted

A decoupling mechonism was opproved in POR's recent rate case filing (UE-197). The
decoupling mechanism referred to as the "Sales Nomolization™Adjustment” {SNA) and the
Lost Revenue Recovery (LRl The SNA applies to residential customers Is simple balancing
account and rote adjustment process thot would greofly diminish- the disincentives of
supporting end encouraging innovative and effective programs to improve customer energy
efficiency. The disincenfives ore manifest through reduced energy uscge that in furn lowers
PCR's revenues, poriculardy revenues to cover the fixed costs of POR's operations. In
addition o the SNA for residential customers, the Commission opproved the 1RR
decoupling mechanism opplied to- lorge nondesidential customers the loads less than

~1mW.
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Advanced Mstering
PCOR wil deploy 850,000 "smar melers” to residenfiol and commercial customers. The
company deployed opproximately 16,000 meters in the systems acceplonce testing phose
of the project. The systems acceplonce testing phose has been completed ond full
deployment of the remaining meters began in April 2009. The project is expecied lo be
complefed in 2010 with on esimated cost of $130 milllon=3$1335 million.
PPL Corp (PPL)
PPL Corp. is a verfically integrated wiility in Pennsylvania which operates an unregulaled
geneation subsidiary, PPL Supply, o regulated T&D uility, PA Electic Delivery, and on
Intematicnal Delivery segment which owns ond oparates T&D ossefs in the Uniled
Kingdom.
PPL Supply and Rate Caps in PA
PPL Supply currently operates under rale caps for fheie providar of last resort [POLR) lood
that were put in place in PA when the generction industry was dereguloted.  These rate
caps are sei fo expire on 1,/1/10. The other companies still cperating under rale caps in
PA [EXC, FE, AYE) remaln capped until 1/1/11. PFL Supply filed with the PA Public Urility
Commission {PA PUC} in 2007 to procure power for 2010 under six auctions to be held
twice a yeat. This wos done to allow far o *dollar cost overage™ type approach to power
procurement and not leave the enire load vulneroble fo price spikes in either direction on
any porficulor doy. Powes hos been procured under the opproved cuction process in five
auctions so far, with pricing os indicated in Figure 39.
Figure 3%: PPL Auclions
EPL Auctlon Results & Expectations &th Auctlon 4th Auction 3rd Auction 2nd Auction 1st Auction
Oft-Peak on3/3H0S on 9/29/08 on 3/24/08 on 1007 on 7/23/07
PUM West Hub 7x8 $ 4300 § 5483 § 4839 § 4223 5 AT
FJM West Hub 2x16 $ 4300 § €824 5 6744 5 B34 § 6070
On-Peak
M West Hub 5x16 $ G300 S 8441 § 8372 S 7BEE § TT.43
PJM Weat Hub ATC $ 6044 § M40 $ 6884 § 6388 § 6254
Total Gap to ATC (1) 5 3680 5 4082 § 3985 $ 4142 § 3548
Expected/Actual Auction Result § 8874 § 41223 $ 10880 $ 10500 $ 98.00
Notes: '
{1) Gap Includes capacily paymenis, fine losses, ancllary services, elc
Muilipta of ATC prce 1.73x 1.57% 1.58x 1.64x 1.57x
Source: Bloombarg, Bordays Copﬂnl‘ Esimates
The issue of rale shock came io the fore in PA In 2008 as the auction prices for power
were significartly obove the current capped POIR rafes. To miligate rate shock to end use
customers PPl propesed a rafe miigation plon with the PA FUC under which cash
collections frem customers would be deloyed, and the difference between actuat cash rates
P ————————
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charged fo customers and revenue booked of market rates wouid be hung on the bolance
sheet. This would cliow PPL Jo go fo morket but would slowly taise rotes for customers over
o three year perled. In other words, rather than, for example, say o 24% increcse in
2010 the customers would see an 8% increase per year for the next thies years.

Pelitical pressure from the legislokire increased in 2008 with cllempls fo extend rate caps
os well os a compromise proposal thet would have sanctioned the mitigation plan corcept
into law. late in the 2008 sesslon, the PA legisloture possed HB 2200 from which the
extension of rale caps was removed.  The bill passed 47-3 in the Senate and 15732 in
the House, and cafled for “leastcost” and *compelilive-procurement” requirements which
would allow for RFPs for power ond long term conkracts for procurement instead of er in
addifion to auction processes. The bill also included new requirements for PA PUC review
of long ierm power confracts, demand side monagement torgels of 2.5% around the clock,
and 4.5% onpeck consumplicn reduciion in five years fime, and for smart meters to be
depreciated over 15 years,

The debate over rofe cap expiration, os expecied, has begun anew in the 2009 legislotive
session. House Speaker McCall [D} has introduced Heuse Bill 20 which would wiite into
law rate mitigotion plans similor in noture to the one PPL hos liled and thot has receved PA
PUC appioval. Also, Bud George D) has inttaduced o role cop extension bill similar in
nature 1o the one he introdyced in the 2008 session which did not pass. Il is likely that the
budget process domindles legislative activity through the summer and rcle cap or rate
mifigation issues will not come 1o the fore until September and October of this year.

PA Electric Delivery

We oniicipote that PA Eieciric Delivery will file a rate case with the PA PUC in the spring of
2010 for rales ko be effective 1/1/11. The regulaiory process in PA would be expected
fo loke opproximately niné months fo complete. The company’s lost rale cose was
adjudicated In 2007 with a commission decision on 12/6, which dliowed a $55 million
incécse In revenues, of +1.7%. Internal melrics of the rate case were not specified. The
company had requested on $83.6 millicn revenue inciease premised upon a rote base of
about $2.0 billion, o 43.13% equily rolio ond o selumn on equity of 11.5%.

Internafional Delivery

In the UK. regulatory and rate sefling process works differently than i does in the United
States, Under the UK. rofe structere off uillity companies go n for o rafe review ai the
some Tfime under which rales are set for the next five year period, ctherwise known as @
Distribution Price Contral Review [DPCR]. The UK. regulator will pedorm a regression
analysis o find the theoretical moximum efficient company. The regulator will then
determine the retums ond overall revenve requirement thot this theoreticol company would
eorn. Then each company is placed where They belong aleng the regressicn according to
various measwes of efficiency and thelr revenue requirements ond returns are thus
defermined. The process allows for the company 1o set a capltal and Q&M budget for the
next five yeors. The componies olso have an opportunity to eain bonuses above and

M ———
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beyond their revenue requirements for the highest customer service ranking [which PPL has
been awarded for some lime} and fer the lowest cost of service, althcugh this mechanism
does not make adjusimenis for the natural cost differentials between o sural ond an uban
system. Initicl proposols under the DCPR currently under way are expected in july 2009.

Progress Energy (PGN)
Progress Energy Florida {PEF)

On March 20, 2009, PEF filed with the Flerida Public Service Commission {FL PSC) for o
$500 million rote increase, premised upon 50.5% equity and o 12.54% ROE. The new
rates would be effeciive for Januory 1, 2010. PEF is asking for a 2010 test yeor in the
process. As part of this rate request, PEF asked for $13 million in inferim rates. PEF s also
fiing for $63 million of rate relief associated with the repowering of the Bortow plont,
which is scheduled 1o come ondine in June 2009, The FL PSC approved both the interim
and Bartow requests in hll, subject fo refund, on May 19. The $76 million in higher rales
were effective os of July 1. On April 9, PEF received approval for a reduction in fuel
expenses of $206 million. Taking this inlo account, the net Increase of the fuel reduction
and rate increase request would resull in, of most, a $294 million increcse to customers by
January 2010. The FL PSC is expected 1o nile in fote December on the base rote Increase.
As we've nofed previously, recent consiructive decisions In Florida, os well os the

accompanying reduction in fuel costs, suggest to us that o positive outcome (s probable at
PEF.

ln May, PEF announced it would be posipening by 20 months the constuction schedule of
its proposed levy nucleor site — suggesting an andine date for the project of 2020 or later.
The NRC has provided a limited work authorization for the green field site, and PEF has
racently concluded thai the avthorization does rot contemplole some of the mere advanced
site prep work they had planned until the NRC gets more cemfortable around the geology
ond seismology of the nuclear islond which is located in a wetlands environment, We
expect hull outhorizalion and the COL will be issued ot some point — likely in lole 2011 or
eaty 2012 - bul the deloy should lower capex for 2009 and 2010 by obeut $100
million and $350:400 miflion, respectively.

On the subject of cost recovery for expenses reloted to the levy build, PEF updated its
filings before the Florida PSC on May 1. Through 2009, PEF estimoles that it will be -
about $300 million undertecovered in Florida, Under existing statute, PEF would be able
to recover that $300 million, plus 2010 spending cdjusiments, that would result in @
customer increase of about $444 million. Most.of this amount would be o poss-hrough of
costs and capital, and likely result in about $32 million of higher earnings ffor both Levy
and the CR3 uprale). In PEF's May 1 filing, it proposed to defer the $300 million under-
recovery over five years = scliening the 2010 rale increase lo customers — If allowed to
earn carrying costs on the deferred balance. The resulfing change would reduce 2010
customer impact by obout $210 million, but would aciually Increase PEF's earmings by
about $29 million pretax [in cddifion to the $32 million ciled above) 1o reflect a return on
carnying charges. This could add $0.06-$0.07 versus cutrent projeclians, and we don'l
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believe this is currently Included In consensus estimates. Hearings are expected in the
matter from September 8-11, with o FL PSC vole fikely around October 16. New rales
would be effective in January 2010.

Progress Energy Corolings {PEC)

In South Caroling, PEC filed to reduce fuel costs by $13 milion on May 7. A settlement
was approved by the South Carolina Public Service Commission {SCPSC) in eorly June,
with rates effective for July 1, Also in ealy May, the SCPSC approved a setifement
regording demand side monagement {DSM) and conservation thal would ollow PEC 1o
recover those invesiments through on annucl dider.

in North Caroling, the legisloture allows for utilities to recover DSM expenses s port of ils
2007 energy legislation. The North Carolina Utillities Commission INCUC) has opproved
a 2008 request by PEC 1o recover DSM and rehewable energy portfolio standords costs
through clause mechanisms. PEC filed o reduce fuel cosis by a small amount on June 4,
2009, and also mace small filings to adjust efficiency and renewable costs. Hearings are
slated for September, with orders expected in October. The adjustments would toke effect
on December 1, 2009.

Longer term, PEC has made filings to support ifs goal of impreving iis distribution grid via a
$260 million investment over five years. PEC sees these invesimenis os o precursor lo
eventual smadt grid upgrades, and as a part of its DSM work. A decision from the NCUC

could be forthcoming with respect lo both the delails of the plon and its recovery
mechanisms ai any point. ‘

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

PSE&G is in the middle of several rofe filings and ¢ foir amount of reguiotery aclivily, as the
economic situation in New Jersey hos caused Governor Carzine 1o urge ufililies fo increose
necrtesm spending on ilems such os energy efficiency and conservation in the interest of
adding jobs 1o stem the recession’s impact. To that end, PSE&G has filed for $1.7 billion
in infrastructure, conservation, and sclar spending in the eardy part of 2009, $698 million
of infaskuciwe spending hos alrecdy been approved by the New lersey Boord of Public
Utilities (NI BPU), which granted o 48% equily stuciure ond 10% ROE - shy of the 51%
equity and 10.5% ROE requests, bul the company was also given o monihly fuevp on

_ actual spending to eliminate cash log. The remaining $963 billion is comprised of $773

million of various solor Iniliatives, ond $190 million of conservation spending. Both
requesis are expecied lo be reviewed by the BPU over the summer. We expect similor
frectment to thal received for the infostucure projects.

PSEAG lso filed an eleciric and gos rate cose in New Jersey on May 29, asking for o
gross increase of $230.6 million. This omount would be offset by $97 million in
reduclions associoled with lower gos commodily costs, tesulling in @ net requested increase
of obout $133.6 milion, The cose is based on $6.2 billion of role bese [$3.8 billion
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electric; $2.4 billion gesl, ¢ 51.2% equity stucture, and 11.5% ROE. It uses o 2009 test
year, implying o porthistorical / portforward locking test year in the cose. In eddition,
PSE&G is asking for a kacker mechanism on capex spending, which would further reduce

regulatory ing. The filing should teceive a rling from the BPU within the nexd nine 1o 12
months.

Sempra {SRE)

SRE has the benefit of a very secure regulolory future in both the near and medium term.
With the opproval of a muliyear sefilement on August 1, 2008, SRE's regulated
subsidiaries |gos distributor Southem California Gas, SoCalGos) and gas and electric uiility
San Diego Gos and Flectric [SDGAE}} have annual revenue increases of about $95 million
locked up through 2011, keeping both utilities out of extensive rate case proceedings unfil
2012 is eddressed. The more minor regulotory issve that SRE will be addressing with the
CPUC in the coming months is SoCalGas's cost of capitel acking mechanism thai is
currently podially fied to 30 year keasury yields. SRE believes that due to government
intervention in the treasury market, the arificially low yields ore not adequately capturing
the cost of capital for the utility. A final decision for SoCalGas is expected during 3Q09
and we believe that the commission is likely lo allow lhe chonge, due In o lorge pari fo the
fact that every cther California utility has o cost of capital iracker tied to a ulility bond index
rather than a freasury bond index.

Beyond fraditional rale coses, SRE also had o successfl 2008 in terms of efficiency,
conservalion, renewable related progroms. With the rollout of SDGRE's $500 million smort
mefer progrom clready in process, addilionol smart meter installations planned for
SoCalGas (final approval expecied in 4Q09 with installations expecled 1o begin in
2011}, ard finol opproval of the Sunrise Powerink fransmission fine already in hand, SRE
is well posiicned 1o benefit from policies oimed ot pushing « "green* agende.

Southern Co. (SO)

Scuthern Company operotes four regulated ulifity subsidiaries, Geargia Power, Alabama
Power, Mississippi Power, and Gull Power, located in GA, AL, MS, ond FL, respectively.
They also operate an unregulated PP subsidiary, Southern Pawer, which acquires or builds
generoling assels and signs them fo longderm confracts, a model which minimizes risk. The
only upcoming seguliory ffem of significance for Southern is the upcoming June 2010
filing of @ GRC at Georgia Power, and the regular annual processes in Mississippi and
Aleboma. The compony is not expected 1o file a rate cose in Flarida ot this lime.

A summary of regulalions by subsidiory is provided in Figure 40.
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Figure 40: Southern Co. Regulations by Subsidiary
' Baso Rates Alabarrg Gagrgla Gulf Miaslsaippi
Altemative Ratemaking Rate RSE PEF-4
Tradittonal Regulation ROE Band ROE Band
Regulatory Clauges
Fuel Y ¥ ¥ ¥
Purchased Power Enorgy Y Y y ¥
Purchasad Power Capacily hi y y
Environmental Y ¥ y ¥
Eneargy Conservation y
Nead
Integraiad  Defemqmination Cerfification
New Plant Certification Y Resourcs Plan  Process Process
Slorma Y y ¥
CWIP In Rates New Nuclear New Nuclear New Baseload
Conslderations
Test YearForward Locking Y b ¥ ¥
' For
Environmentat
Rale Basa Avg, Original Cost Y ¥ y Capital
' . Raie Basa for
Vahration End of Period PEP

Sounce: Compary Slide Presenintion

Below, we detoil the regulaticn for each of SO's subsidiaries.

Georgia Power

Gecrgia Power is opercling In occordonce with o threeyear oecounting ordar that was
sefiled ond opproved by the GA PSC on 12/18/2007. The sefilement called for o base
revenue increase of $222 million for environmental spending recovery ond o base rate
increase of $99.7 million. The compony had criginally requested $406.7 million in
2008, with an alternative plon with incremental increoses of $191 millien in 2009, and
$45 million in 2010, The ROE dead bond range is the same os current. ol 10.25%-
12.25%. in cddition, the seflemeni calls for o rider which would dllew for annual e
ups/downs reloted lo environmental spending. Greater than this range, there is @ twothirds
to onethird sharing of profits batween cusiomers and shareholders, respectively.

The Georgio commission is composed of five fulltime commissioners who ore elected to six
year staggered terms in statewide elections. The choitmanship is rolated annuclly
according lo legislative stipulations; the curent chaismon is Doug Everell. We view
Georgia as o construclive regulalory environmenl, despite the elected nature of the
commissloners. Lauren McDonald Is bock on the commission after @ hiotus since 2002
replacing Angela Spier. Commissioner Robert (Bobby) Baker faces reelection in 2010.

Georgio Power is required by low to file a rate case no later thon June 30 of next year.
July and August will likely constitute the requesting, gathering, and submitial of varicus dola
tequests, The stoff should issue its recommendotion in late August or early September, affer
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which hearings will be conducled in the September/October fimeframe, Cases in
Geargia are filed on a forecost forwerd test year basis. By law Georgia Power is required
to flle o one year rote cose, and in oddition to this wilt ikely file a secommended threeyear
accouniing ordes plan, Gecigio Power has done filings of the commission this way since
1995. We cniicipote that the filed equity ratio will be about 51% vsing actual; however,
it is impertant lo note that in Georgia all shotderm debt is exchided from that caleulotion.
The Cemmission con adjust both the equity rotio and the ROE in 1is final order, so those will
be wo poinls of discussion. Historically, however, mast of the discussion and eny
adjustments hove occurred to the ROE.

Fuel recovery in Georgio s not autemotic but requires a fiing and o hearing before the
commission lo review and approve the forecast cosis and the recovery of any differenticl
balance between whot was previcusly forecost and what was aclually collected. Georgio
Power is allowed to institvle o fuel hedging program, which cperates under o shoring

mechcnism whereby any benefits are dllocatled 75% fo ralepayers ond 25% ‘o
shareholders.

Alabamo Power

Alabama Power operates under o rate siobilization plon. The current ROE range is 13%-
14,5%, which hos on adjusting point of 13.75%—i.e., if the ROE falls outside the
specified renge, rofes will be reset to an ROE level of 13.75%. The RSE hos been In effec!
for 20 years and will remain in effect until discontinued or medified os deemed necessary
by the Alcbama Public Service Commission. In fall 2004, the Alabama PSC oiso
approved an environmental spending kocker, which oflows for the forwereHooking rate
recovery of environmenta! spending. We do net curently onlicipofe a rote case fo be fled
for this subsidiory in the next 12-24 months.

The Commission sow the telirement of President Jim Suflivan, who chose act lo seek re
election, in the post yeor. President Sullivan wos the fongest serving vlility commissioner in
the counfry, having served from 1983 1o 2008, He was replaced by current President
luey Baxley, o Democrat, ond a former 11, Governor end Stole Treasurer of Alcboma. The
compony received $168 million in o corrective rate package for 2009 ond agreed not to
seek bose rale increases for environmental increases for 2009, Ervironmental increoses
were deferred not foregone.

Mississippi Power

Mississippi Power opesoles under PEP-4, which atiaches peformonce enhancements
around @ benchmark ROE. On Seplember 30, 2004, this benchmark ROE wos set to
10.70%. Mississippi Power's last rote case concluded in 2002 ond instiuted a rale hike
based on a 12.88% ROE. In the lust PEP-4 review specilies on 11.6% ROE for Mississippi
Power. We do not currently anficipate o kaditional rate case to be filed for this subsidiary
i the next 12-24 months. The campany will mcke anolher PEP filing by the end of 2009.

R
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Southem hos proposed construction of o commercially sized IGGC plant and mine in.
Kemper County, Mississippi. The plant would be a mine mouth facility using locally mined
iignite coal. The fost cost estimale made public by Southern wos $7.2 billion for the IGGC
plant and $0.6 billion for the mine. Because the gasifier yses air blown bosed technology

~ developed of SO's Wilsonville, Alabeme test focility it works wilh low grade cool. A

highercost oxygen blown IGGC technology would not werk en low grade MS lignile cool.
The plont would also capture CO2 and use it in enhanced oll recovery fo give the plont
the same carbon dioxide profile os a natural gas CCGT plont. Merchant power supgliers
in Mississippi opposed the plant before the MS PSC. The MS PSC has riled that the plont
will vetted by the commission in wo phoses. The first phose will be o determinailon of
need for which the proceeding will begin on june 26 and a final decision 1s scheduled for
Oclober 9. The second phase will consider what opliens for resources are available to
meet the need determined by the first phose. The various parties can propose alteinatives
to the IGCC facility in the second phase, but the PSC has sioted thot they must be detoiied
proposals with testimany on technalogy, cost, ond liming. The second phase will begin on
Ociober 15 ond afinal decision is currently scheduled for May 1, 2010. This may slightly
push back Mississippi Power's previously enncunced conshuction timeline of 2010-2013,
as the compony had previously esiimeted having full permitting by the end of 2009,

Westar Energy (WR)

Kensos regulation has become substonliclly more construclive in recent years with the
implementation of & number of new recovery mechonisms. These include a fuel recovery
clause thot adjusfs quatety ond covers plont peformance, annual odjustments [Energy
Cost Recovery Rider] for environmenicl spending that flows direclly info rates, pre-
delermination for large scale profects that reduces the uncerainly of recovery, and
fovorable #eatment of exircordinory storm domcge thot helps lo feduce the volotility of
eomings. On June 2, WR filed with the Kansas Corporotion Commission (KCC} @ limited
role case seeking cost recovery for invesiments in the second phase of its Emparic Energy
Center, and two Westo-owned wind farms in Konsos thot were under construction, but rot
in operofion ot the conclusion of the company'’s 2008 GRC. This rate review wos agreed
fo os part of the selfement reached by oll parfles in the 2008 general rofe case, which the
KCC approved in Janvary 2009. WR Is seeking a $19.7 million or 1.5% increose in this
obbreviated filing. The some rafe cose parometers of 10.4% ROE and 50.8% equity
component of capitol will apply. The process for this rale case will be similor to a
radifional rote case filing at the KCC, with the cpplication strictly limited to costs
assoclated with the constiuction and operation of wind generotion owned by Westar ond
the second phase of Emporia Energy Center, Assuming a 240day slatulory limeframe for
the rale review, on order would be expecled in lale Jonuary 2010.

Rate Case components include:

B New investment of $97.5 million, including $70.8 million for wind ond $26.7 million
for Emporia Energy Center Phose 1I;

B Return on PlantinService of $11.6 million;

/|
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B Depreciation of $17.2 millicn, induding wind depreciation of $13.5 millicn ond
Emporia Energy Center Fhose I of $3.7 miflion;

8 Cperations and mointenance expense of $8.1 million, including $6.4 million of wind
ord $1.7 million of Emporic Energy Center Phose §; and

B Preduction Tox Credits provide @ $17.2 million offset in this rate increase request.

Update to the Environmental Cost Recovery Rider Approved

On Moy 29, 2009 the KCC approved an update to WR's Environmental Cost Recavery

Rider {ECRR) following an audit ond recommendation from KCC Staff. The KCC approved

the $32.4 million ECRR to go Into effect June 1, 2009. The ECRR is o toriff that permits

WR o recover costs associated with federclly mandoted enviranmental improvements to its
" genersiion lacililies in a imely manner.

Trensmission Rote Recovery

A FERC formulo rate adjustment is applied annually; the KCC has approved a Transmission
Delivery Charge {TDC) tariff to ollow o coresponding retail odjusiment, which erables
fimely recovery of ronsmission syslem operating ond capital costs.

Wisconsin Energy (WEC)

inifiated o gereral role case proceeding for ils retail customers with the Public Service
Commission of Wisconsin {PSCW) cn March 17, 2009 with new rotes lo be effeclive
Jonwary 1, 2010. The fling includes o $76.5 million or 2.8% eleciric increase and ©
$22.1 million or 3.6% gos increase, plus $2.7 million increase for steam at WEPCO, and
a $38.9 million or 4.6% increase ot Wiscensin Gas.  WEC s requesting fo refain o
10.75% regulatory ROE on 53% equily on a role base volued at $3.512 billion at
WEPCO Electic, $412.95 million rate bose ot WEPCO gos operation (WE Gas) ond
$51.5 million in WEPCO steam operations; ond 48% equity component on a rate base of
$611.5 million et WEC's Wiscansin Gas subsidiary. In an adjusted proposal filed in
early July, WEC is now seeking a $126 million electic revenue Increase, on’ additional
$50 miflion from its inilicl eleckic increase request, cifing the deepening recession and
correspondingly lower sales. As port of the filing WEC also has requested 1} a reduction
in depreciation rales concument with the implementolion of new base rafes in this
proceeding; 2} cenain regulatory ossels currently scheduled 1o be fully amortized over the
next four years will, instead, be amorlized over the next eight years; 3) WEPCO will be
pesmitted to continte to record 100% AFUDC for capilel expendifures on environmental
contiol pojects and renewable energy projects; ond, 41 WEPCO will have the option of
applying for a kimited reopener of this case or for deferred accounting lo address any
increased cosls or reduced sales that would resull rom the enactment of recommendualions
of the Governor's Global Warming Tosk Force. We expect a PSCW Stoff
recommendation by September 2009 and Commission decision in the fourth quarter.
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WEC's Michigan ulility, Edison Savil Electrie Co., filed o General Rale Case on July 2,
2009. The company is proposing o $40 million or 33% role increcse, phased in over
three stages, in 2010. The majority of the cddifional expenses are due to the Oak Creek
Generaling Units. Unlike in Wisconsin, where these costs have been gradually included in
rotes since 2003, Michigan does not allow powsr plant constuction costs to be recovered
unfil unils are operational. The lirst phase of the increcse of opproximately $20 million i
scheduled to slad in Janvary 2010 to coincide with Oak Creek Unit 1's commercial
operofion. Thot 16.8% increase would also cover a change to the Michigon business lox.
I the Michigan Public Service Commission agrees with Edison Soulf's plan, onother
increase would be implemented in August 2010, when Unit 2 comes on lire, and a third
increase of aboul 15% would be implemented cfter the PSC finishes its audit of the
application. The case requests a 10.75% reurn on equity.

Xcel Energy (XEL)

XEL's regulalory framewerk conlinues lo improve, os forword lest years in Minnesola,
Wisconsin, ond North Dakolo - along wilh o pending forward test year request in
Colorado - as well as interim sates in the first thiee of those states, have the company well
positioned to conlinue 1o enjoy reduced regulotory log. Transmission, renewable, ond
environmeniai riders exist in mos! jurisdictions as well. Only Texas and New Mexico
conlinue to be moterial challenges rom a regulatory standpoint, and XEL is fortunate in that
regard as well, since its Southwestern Public Service [SPS subsidiary thot cperates in those
states comprises only about 5% of XEL's earnings.

Northern Slates Powar - Minnesola [INSP-MNj

In Minnesota, XEL filed a base rate increase request of $156 million in November 2008.
This was based on $4.1 billion of eleciric rale bose, a 52.5% equily stucture, ond an -
11%ROE. An interim increase of $132 million went into effect ot the beginning of January
2009, with the difference between XEL's request and the interim amcwnt being owed fo the
lost allowed ROE of 10.54% and the 112% requested in this case. Minnesolo Department
of Commerce tesfimony has been suppetive of a rate increase closer to $73 millian,
bosed on o 10.88% ROE. A nuling is expecied during 3G00.

Not including fuel recoveries, riders peraining o about $40 million in 2009 recoveries
related to the MERP, Jransmission, ond renewcble energy mechanisms afe pending before
the Minnesota Public Ulililies Commission IMPUC} as well,

As a final matter, NSPMN is proposing license extensions al its Monticeflo ond Prairie
Islond nuclear plents, os well os uprotes of 71 MW and 164 MW, respectively. These
prajecls are eslfimaled o cost $1.1. billion, with consiruction coming form 2009-2015.
The Monticello plant has received all of its opprovals except NRC approval for the uprote,
which is expected os early os lafer this year. The Prairie Island plants sfill require MPUC
certificates of need for the additional dry cosk storage and for the uprate, both of which
are expecied loter this year, and NRC approvals for the license exfension and the uprate,
which are expecied in 2010..
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Northern States Power — Wisconsin {NSP-Wi)

NSPWI is awaiting a nling on o request for $30.4 million in higher rates based cn $644
million of rate base, a 53.12% equily struchure, ond o 10.75% ROE. This cose assumes o
2010 test year, ond o deciston is expected in December 2009.

Public Service Compony of Colorado (PSCo)

PSCo has been busy of lote, with a role cose thol just concluded, ond o phase 2 cose just
beginning. The concluded phase allowed for @ $112.2 million rate increose, versus o
$159 million revised request. The request was premised upon $4.1 billion of rote bose, o
58.08% equity struciure, and an 11% ROE. Allhcugh the final order from the Celorado
Public Utlilies Commission [CPUC) didn't specify whether the 2009 forward test year had
been granted, the size of the rate Increase suggests that the commission was amenable o
the general concept of dllowing 2009 invesiments to be considered in the result, and is
consiructive In ight ¢f the phase 2 process that is curtently under way.

Phase 2 is osking for @ $180 million increase, bosed on $4.4 billion of raie base, a 58%
equily structure, and an 11.25% ROE, This cose assumes o 2010 fest yeor, and a
decision Is expected by year end.

Southwestern Public Service Company {SPS)

In New Mexico, SPS recently filed an uncontesied sefifement thot would ollow o $14.2
milien rate increcse, effective July 1, 2009. This was premised upon $321 million of rote
base, with o 50% eqully struciure and a 12% ROE. The case used a June 30, 2008
historical test yvear, ond the ferms of the sefifement would prohibit SPS from filing its nest

base rate case vatil December 1, 2010. The setilement is pending approval befare the
INMPRC.,

A base rate cose in Texos that awarded ¢ $57.4 million rate increase was approved by
the PUCT on Moy 21. Like the setilement in the PSCo case, this wos o black box
setffement thot did net specify refurn metrics.  SPS In Texas would be prehibiled from filing
ancther base rate case unfil Febrary 15, 2010 ’
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Emerging Issues: Coul, Stimulus, Climate Change, DSM, & Decoupling

Conl .

Coal fueled 48.5% of net generation in the United Stales In 2009 ond is domestically
supplied. While conservotion efferts and renewable scurces show promise fo reduce
pecks and supply intermittent baseload or peaking generation copacily, for high capacity
factor baseload generation the two viable opfions remain nuclear and coal. Nuclear is in
a nascent recovery, although the First plants are not expected to be cnline until the end of
the next decade. Despite shorHerm opposition, In the long an, cool remaing the United
Stales’ largest domesiic supply of energy. With the relurn of economic growth, it is fikely
that cocl planis will need 1o be huilt in the courtry in crder for supply to meet growing
demand.

In our view, however, cool plonis, bolh exising and potenticl new build, will become
relatively more expensive as a resvlt of environmentol regulations around mercury, coal ash
ponds, SOx, and NOx, and greenhouse geses. The continved push loward more stringent
environmental regulation will make coal plants incrementally more expensive to sun and
build, and it will also likely lecd to o “run or shutter” onclysis based upon economics fer
many small older coat plants in the United Siates. Relrofits for environmental controls on
these plonts would in some scenarios be too expensive to jusify keeping them rnning.
Some of these plonts olso hove limited available land surreunding them on which to bulld
any emission control equipment.

The fourth quorile codl plants in the United Stales on average were buill in 1959, run at a
capacity faclor of 58%, and at o heat rate of 15,549. These plants hove o nonfuel O&M
tate of $18.21/MWh, clmost 3x the 3rd quortile cost of $6.64/MWh. Mast of these
plants are located in the Mid-Atlentic, South, and Midwest. In our visw these plants could
oll face refirement with the coming more stringent environmentol policies. These plants
opproach 10% of the nolfion's capacily which must be replaced by other baselood

resources.

Coal Ash

In December 2008, the Kingsion Plant, owned and operaled by the Tennessee Valley
Autkarity {TVA} experlenced o dike failure on iis coal ash pond, which cllowed five miflion
cubic yards cf water and coal fly ash to cover 300 acres, 292 of which were owned by
TVA. Since the incidenl TVA hos purchosed seven of the eight remaining effected ccres.
The cause cf the failure is ncl yet known but ash also flowed inio the nearby Emory River.
The Kingston facility continued o run offer the breach, clbeit ol a low capacily factor and
currently prodiced ash wos being mixed with clean up ash fo be removed together. TVA
took a chorge of $525 miflion thot reflected the low end of the eslimoted immediate clean-
up costs of $525 million to $825 million. This range does not contemplate the costs of
other needed site work, or longterm clean up issues.

More broadly the Kingston incident has led to o full review by the Environmentol Protection
Agency (EPA] ond we onticipate thot further rules and regulalions will eventually be
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developed around the dispasal and slorege of coal ash waste. On March @, 2009 the
EPA relecsed meoswes infended fo prevent similar coal ash releases fo the Kingsien
incident. The EPA plons to survey coal plonts rattonwids to gather informalion on structural
integeity, order repairs whera necessary, and develop new regulations. They seleased a list
with 44 sites they cited os hoving “high hozard potential” of the end of June, imporiontly,
this kst does not indicate any struciural or safely problems ot these sites, but rother reflects
the likelihood of loss of human life in the event of o failure. The EPA hos stated that they
intend fo hove new regulations out for public comment by the end of 2009.

Neorth Caroling Clean Air Cose

In a nking against TVA in a sult brought by Norh Corolina the couris determined that TVA's
coal plants were o public nuisonce and were Blowing emissions ecst into that stofe. A
federl court judge mled In Norh Carolina’s favar on four of TYA's plonis ond declined fo
order relief on the rest of TVA's coal fleet. The four plants affected were Bull Run lore unii),
John Sevier {four units], Kingston {nine uniis) all in Tennessee and Widows Creek [eight
units} in Alabema. The total copecity of the impacted focilities wos 4,505 MW while the
nonimpacied facllilies constinded 9,964 MW, Of particular concern was the judge's
order to accelerate the fimeline of afready planned and in process consiuction of emission
controls ~ complefion of the Kingston scrubbers and SCRs by 12/31/10, scrubbers and
SCRs insialled ot john Sevier by 12/31/11 and scrubbers and SCRs on oll Widows
Creek units by 12/31/13. 1t is werth nofing that oll the plonis menficred ore in currens
cemplionce with cleon oir rles ond thot TYA hos invested $5.1 billion in emission
reduction prograrms for their cool fleet fom 1977 1o 2008, The company estimotes that o
futther $3.0 billion to $3.7 billion ($256/kW] could be required to be spent for new
clean oir and mercury regulations begianing in 201 1, without contemplation of carbon.

TVA is clready performing some of the count order’s requirements, Bull Run and Kingston
emission contrl programs are alieady within the coud's guidelines. The two existing
scrubbers ot Widows' Creek ore currently being modemized.  The courd order would
estentially require TVA fo accelerote the schedule for centrol equipment af Joha Sevier and
the remaining units of Widows Creek. This would cost on estimaled dddilional $1 bilion
versus its cutrent plans.  Given that John Sevler is TVA's easternmost coal plant it is In o
crifical position for reliability in eostern Tennessea. TVA hos appealed the court twling ond
has announced intentions to build on $820 miflion nohural gas plont in eastern TN in case
the appeal foils and John Sevier faces poteniial shut down. There are concemns with

shifling from coal to natural gos Including more volalile fus! input costs and ociual obllity fo
ablain ard secure necessory locotiona! supplies.

The TVA lawsuit bears walching os if the compony’s oppedl is unsuccessfl severat more
tewsuits by stafes and/or environmental groups against existing coal ficed generation, even
with regard fo carbon emissions could come 1o the fore and pul more boselood generaling
capacily ol fisk. The cose ks also instructive in thot replocing tourth quortife coal plants with
nohyral gas would potentially create localized supply consiraints, increose the demand and
price for natural gas os well os ifs volafility. This would in tum impact the price, volotiliy,
and potentially the reliability of electriclly. Over the longer term, with coming mercury ond
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corbon regulotions similar sitaiions to TVA's could ploy out on a nafioncl scale without the
courls, as pure economic decisions begin fo ferce contemplation of shut downs.

Stimulus Biil

The stimulus bill that wos passed in Febuory 2009 provides cpproximately $39 billion for
energy progioms, ptimarily focused on efficiency, renewable generotion, and efeciric
iransmission and distibution.

Of this, $16.8 billion is earmarked for Deporiment of Energy efficiency and renewable

" energy progroms, including $3.2 biflion for energy efficiency and conservation bleck

gants, $5 billion for weatherizaiion ossistance, $2 billion for cdvanced baottery
manufacturing for eleciric vehicles, and $3.1 billion for stale energy progroms. The
longuoge surrcunding the conditions Jor the State Energy Efficiency Grands program puts
forth some potentially industy changing possibilities. The omendments declare thot siotes
receiving funds from the progrom must hove their govemor confirm that they hove
assurances from the state regulatory authorities thai they will seek 1o implement policy that
aligns ulility finenciol incentives with mere efficient customer use. Jf this is enforced as striclly
and literally as possible, one could icke It as indicating that commissions will need to move
toward the decoupling of revenues from sales in order to receive the stimulus funds.

In addition, the bill includes $4.5 biflion of new funding for a range of electric delivery and
energy reliability aclivities, $3.4 billion in funding for fossil energy research including clean
coal and industriat carbon capture, and finally, an addiionat $& billion for the DOE lean
guarcniee  program that is ovailable only for renewable energy, electric power
fransmission, ond leading edge hansportation blofuel projects. This ceveat of the loan
guorantee progiam effectively excludes clean coal and advanced nuclear projects from the
$6 billien in odditional funding that is being made ovailable, The additional money also
carties the stipulaticon that conskuction must begin by September 30, 2011, and by olso
removing the fanguoge that previcusly made only "innovative” technclogies eligible,
established fechnologies fike wind, solar, and eleciric iransmission can also now bensfit.

Specific o transmission, the stimulus bill afso direcis the DOE te expand its 2009 Natienal
Electiic Transmission Congestion Study o include an analysis of the significant potenticl
sources of renswable energy thal are consirained in accessing markels by o lack of
adequate ironsmission copecily; an analysis of the reasons for failure fo develop adequate
Kansmission capacily; recommendations for achieving adequate iransmission capacity; and
finally, to what extent stote ond federal level legal challenges ore deloying ransmission
conslucion, The potential implications from the language Included in the bill regard how it
will affect the role of the FERC and its polentially increased siting powers.

Some of the most interesling components of the stimulus bill are on the tox incentive side
and are major positives for companies with renewable expasure. Most significanily the bill:

Extended the inservice dote for wind production tax crediis (PTCs} 1o 12/31/2012, and
for other renewable sources [closeddoop blomass, operloop biomass, geothermal, small

S —————
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irrigation, hydropower, londfill gos, woste!o-en.ergy, and marine renewable facilities) fo
12/31/2013;

Allowed the temporory election cf Investment tox credits (iTCs) in lieu of PTCs for wind
facilities placed inservice by 12/31/2012, ond for other qualifying focilifies ploced in-
service by 12/31/2013; and

Created the option for foxpayers to elect to receive 6 freasury grant equal fo 30% {10% in
some cases] of the cost of the renewable energy facility {ossuming construclion begins in

2009 or 2010] 60 days after the facility is placed inservice or after the grant applicaticn
is filed.

While it still temains unclear in ferms of when meney from the stimulus program will begin

to flow in any meaningful wey, the consensus view is implementation 15 expected fo begin
in July, 2009

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

Below we provide o summory by lopic of the ACES legislofion [ok.a. the
Woaxman/Markey bilfk:

Renewable Parffolio Siardard

The combined renewable and electric savings requirement staris af 6% in 2012 and rises
1o 20% in 2020. Up to onequarter of the 20% requirement can be met with savings.
Upan receiving and responding to o request from a state’s governer, the Federal Energy
Regulatory Commission con increase the energy efficiency portion so fhat renewables
would be 12% and efficiency 8% lo meet the 20% requitement. These regulations are for
relail electric suppliers in excess of 4 MMWhs.

The delinition of renewable has been expanded and includes wind, solar, geothermal,
hydro, biomass ond qualified wosteloenergy. An eleciic supplier's sequirement is
reduced by exisiing hydro, new nucleor and CO2 sequestered fossiHueled plants,  The
penalty in lieu of compliance is a renewable energy credit ot $25/MWihr.

CO2 Sequestralion .

If approved by entilies representing twothirds of fossitbased delivered eleciricity, the
Carbon Storage Research Corporation would be formed. It would be funded by relail
customers of fossitbased electricity ot $1 billion annually. 1t would be 4.3 cenis per
MWhs for coal, 3.2 cenls per MWhr for oil, and 2.2 cents per MWh for gos.  Fifty
percent of the funds shall be provided in the form of giants to projects wilh funds already

commilted to IGCC with sequestration. New plants from 2009-2013 must sequester 50%
of CO2 with 65% by 2020,
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New building codes stale 30%-50% higher energy efficiency torgets from 2010~2016,
Rebotes up to $7,500 loward purchases of new Energy Starrated manufoctured homes for
fow-income lamilies in pre- 1976 manvfactured homes.

Global Warming Pellution Reduction

Economywide reduction goal s o reduce global warming pollution to 97% of 2005 levels
by 2012, 83% by 2020, 58% by 2030, and 17% by 2050. Melhane scores 25 x 1
CO2 credit. Cfisets are 2 billion melric tons split evenly domestic and foreign. Emission
levels con be increased by Adminisirator by up to 1.5 billion metric fons. Stoiegic reserve
is 1% of tolal kom 2012-2019, 2% for 2020-2022, and 3% for 2030-2050. |Initial
shalegic reserve price Roor (s $28/1on for 2012 Estoblishes an Offsels Integrily Advisory
Board; otherwise, EPA esiablishes and runs the offsets program. Allowances ore phased
cut for energy users from 2026-2030. Of the 38% for iDC rale reductions In 2012, 30%
is electric, 7% is for gos, ond 1% for other [gavernment].

Figure 41: Emission Allocations & Allowances

Emission Allocations Alocations Fossll Fusl Companies In 2020 Emission Allowances

2042 2020 {in miens)
Fessi Fuel and Industy &% 5% Ensrgy Infensive indusiries 3% 012 4627 2030 3,50
LDC Rats Reductions 2% 3BW  Coa! Plant Operators 5% 2013 4544 2035 2,908
LEC and Stata Efficlency 1% 4%  CoalCLs 5% 2014 5093 2040 2284
Llean Energy and Climate Programs 18% 10% Ol Refinerfes 2% 2015 5003 2045 1,580
Intemational ™ ™ 2000 5058 7045 1,635
Deficit Reducton 14% 2% Claan Energy and Cimate 2026 4204
Consumer Rebates 16%  1B%  (af various times)

Energy Eficiency/Renqwable 8.5%
Clean Energy Resexch 1.5%

Ctean Vahicles 0%
Domastis Fuels 0%
Workers © 0.5%
Domestic Agaplation 08%
Wadlite 1.0%

Soutce: Amaricon Clean Energy ond Securily Act of 2009; Borchys Copdnl astimales.

Eleciric Distribution Companies *

Not later than 6/30/2011 ond eoch calendar year through 2028, the Administrolor
would diskibute 50% of allowances based on emissions of generalicn delivered at retail.
For 2012-2013 the level would be bosed on 2006-2008 of any three conseculive years
from 1999-2008. For 2014+, dllocalion would be based on the prior discussion or any
three years from 2009-2012, or 2012 only if new generation is placed In service, The
other 50% of disiribulions would be based an average annual retail eleciric sales from
2006-2008, unless the company selects any three consecutive years from 1999-2008.
The distibution formula would be updated every three years. The ollowances must go lo
ratepayer benefil, ratably omong closses.  The allowances connot be used for o "rebate”
and must rack usoge. The allowances cannot be authorized until the state regulatory body
completes a proceeding outhorizing their use.
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Demand Side Management {DSM)

As lalk around efficiency and consevalion inlensifies, we waonted fo colf afteniicn 1o the
fact that some states have made demand reduclicn a real point of emphesis and hove
pushed varying inificives with o great dedl of vigor. For instance, Michigan's
implemeniotion of a customer surcharge in order to prefund efficiency expenditures is
omong the more proactive examples of o hend we expect to broaden 1o more and more
states In the near fulire, Promoting these efforts are aggressive policy measures ~ at both
ihe state and federat levels — that are meant fo further enccurage the implementation of
efficiency technology, with o current example being the slimulus bill and the money being
earmarked for sfotes’ "smart grid™ and ofher efficiency programs.

When we locked ! DIE's propased conservalion program ($110 million in tofal, wer
thirds of which is at Detrolt Edison] we found thot when thinking about and valuing DetEd's
1% In forecasted load reduction s 'on aveided generation plant lossuming a 60% copacily
factor], we arrived ot o value of $800/kw. EIX's regulated subsidiary, Southern California

Edison, however, had an implied volue of $1,700/kw {$1.7 billion to reduce 1,000
MW of load) for ils melering program.

We beliave there are weo logical takeoweys from this: First, these eorlystage programs will
likely test the oggressiveness cf the different stoles proposing and Implementing this policy.
For instonce, SoCalEd currently works to achieve o 5% reduction in peak foad, while ils
metering program would resull in on additional 5% reduciion, These ore lofly fargeis, ond
stand in contrast to the more modest goals that have been set by many stales,  Second, In
slates like Californic, where generation is more conshrained and oggressive renewable ond
reduction gools are in place, the cost of demand reduction should tend 1o be higher than it
Is in Michigan, for exomple. In other words, the avoided costs in Califario are higher
than they are in Michigan, so the cost of the programs will noturally fend to be more
expensive before running up against significoni regulatory or rafepayer pushback.

We believe thal reductions of aboul 1% annually — which have been the goals wa've seen
talked about tn many jurisdictions — will be achievable for at least the first four to five years
with targeted spending on very simple progroms. These could Invelye such bosic things as
the wegtherization of homes {$5 billion of the stimulus bill already hes been earmarked for
this), the swilching of light bulbs, and new design standards for buildings under
constructicn. We think that reductions beyond the 5% level are going to require
substantially greatsr fnvesiment to get to the nexd level of incremental benefit, with costs
likely rising to maich the level of aggressiveness. The direction from the federal govarnment
as we work thiough nafional energy policy this year will also codify the larger gools, and
therefore give us a befter sense for the acceptable levels of spending.

Agpplication of Dacoupling Mechanisms on the Rise

Although initiclly predominanlly employed by the gos ulility industry, revenue decoupling
has gatned momenium among U.S. elecric willties as well. Ten stotes have approved o
revenue decoupling mechanism for electic uflliies: California, Conneclicui, ldaho,
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Maryland, Massachusels, Michigan, Minnescla, New York, Oregon, Vermont, and
Wisconsin.  Three are pending opproval = Deloware, Howaii and New Hampshire -
according lo the insfilule for Eleciric Efficiency. Revenue decoupling currently Is in use in six
states: Colifornia, Connecticul, ldaho, Martyland, New York and Cregon.

One driver behind decoupling is possed and pending federal legislaticn - specifically the
American Recovery ond Reinvesiment Act of 2009 - ond ihe revised climate chonge bil
drolted by Reps. Henry Waxman, D-Colif., and Edward Markey, Dass, which Includes
targels for energy efficiency resource slondards, rerewoble energy standards, and a cap
on carbon emissions. While the federol siimulus bill does not specifically require
decoupling, incentives need to be in ploce for uliliies o engage in addilional energy
efficiency initiotives. The sfimulus bill proves roughly $3 billion in siote energy grants, ond
the Depariment of Energy has the authority to allocate these funds fo the states, so long os
the govemnor has been ossured that the PUC in that state will implement regulatory policy
that aligns uklity inancial Incentives with the successful implementotion of energy efficiency
measures.

Decoupling hos encountered some resistance from state leglslatures and commissions to
consumer advocates, fikely becouse of the notion that the utility is not hurt by reduced
consumption. Conversely, however, thsough decoupling, o ulility will not see signilicont
sevenues from an increase in energy consumption. Generally cocepted raleselfing practices
creqte on isherent financial disincentive for utilities io pariictpate in conservation programs,
given thal © successhl energy usoge reduction program would hove o ditec! negative
impoct on ulifify revenues, and may require Ihe uiility fo file o new general rate cuse In on
atiempt to recoup the relaled reduction in eamings. As environmental concems have
intensified, many sioles have odopled compulsory energy conservalion standards and
consequenily, the need to miligale the possible negative impacts of these programs has
accelerofed.  Decoupling mechonisms are now being opplied in some junisdiclions to
encourcge ulifities fo invest in mondated conservation progroms withoul the ossocliated
potential negative effect on eamings. The decoupling mechanism enables the utilily fo
defer fixed distibution costs thot the ulility may foil to recoup through its velumetic charges
due fo customers’ paricipation in conservalion programs. The ulillly is allowed to secover
the deferrals associated with the unrecavered fixed costs through a strcharge over a period
of time, generally with conrying charges on the defetred amounts.

An dliernative to decoupling is o Staight Fixed Varigble rale design, where a company's
fixed costs are fully collected through the customer's fixed monthly charge. Consequently,
the utility's fixed costs will always be recovered, regardless of the success of a company's
conservalion program, since the only volumetric charge is for the commedily. Therefore, by
cutting ‘back consumption, the customer would save enly on the commodity portion of the
monthly bill. Since these costs are also avoidable by the uiility, earnings would not be
negolively impacted. While the stiaight fixed voricble rate design methedalogy provides a

]}
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direc! couseandelfect relolionship between usage and customers bill levels, and is easier
ko administer than o decoupling mechanism, one noled drawback is thol cusiomer rote
designs tend io inckude refatively low fixed charges, ond shifting io o fully fixed rate would
likely sesult in rate increcses for the residential customers.
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Figure 42: Barclays Capilo! Power and Utilities Coverage Universe
REGULATED COMP SHEET
Expacled
Cument  Indlcated Annual . Eamings per Share SYear 2003A  2009E  Z010E
invesiment Prica Annual Oiidend Cugent EsLEPS  Prices Prices Price/
Gplnfon _ Ticker  Company G7H8/09  Dividend  Growth eld 2008A  2009E 20M0E  Growth  Eamings Eamings Eamings
2EW LNT Aliiant Energy $26.28 $1.50 10.0% 6.7% $2.54 $225 255 2% 10.3% t1.7x 10.3%
1-OW AEP Ametican Eleciic Powsr $29,95 $1.56 4.0% 5.2% $3.24 $21 5303 % .M 10.2x 8.9x
1-OW CMS CMS Enangy Corp $12.33 $0.50 6.6% 4.1% $1.25  $1.27 $133 % 882 8.7x 8.3x
2-EW ED Consolidated Edison $37.680 $2.38 1.0% 6.3% $3.00  $3.19 $3.30 2% 12.6% 11.8x 11.4x
1-0W DPL OPL Ing $23.85 $1.1M4 50% 4.8% $2.92 $223 82465 15% 12x 10.62 8.8x
2.EW BTE DTE Energy Co $32.73 $2.12 0.7% 6.5% $2.00 $256 $3.22 0% 1.3 11.1x 10.2x .
1-OW DUK Duke Energy Comp $14.77 So.04 4.0% B8.4% $t.21 $1.23 s 1% 12.2x 12.0¢ 11.4x
2-EW GRP Great Plalns Energy $15.54 $0.83 2.0% 5.3% $1.18  $1.12  $1.30 2% 13.4% 13.9x 12.0x
3w HE Hawaban Electric Inds $17.55 $1.24 0.8% 7.1% $1.49 $1.35 §1.38 1% 11.8x 13.0x 127
2.EW 11 ITC Holdings §43.58 $1.22 4.0% 2.8% 32,19 $2.27 %258 17% 10.9x 18.2¢ 17.0x
2.EW NI NiSowce Ine $12.22 © $0.02 0.0% 7.5% 327 $L0S $104 &% 8.6x 11.6x 11.82
2-EW NU Northeast Uintles §22.21 $0.95 5.6% 4.3% $1.87 $1.70  $2.10 13% 11.8x 12.4% 10.6x
2-EW NST NSTAR $30.93 $1.50 1.0% 4.9% §2.22 $240 s$252 5% 13.9x 12.9x 12.0x
i-ow NVE NV Enemgy $11.29 $0.40 10.6% 3.5% $0.39 3081 §$1.18 13% 12.7x 12.4x 8.6x
1-ow PCG PGAE Corp 21N $1.68 1.9% 4.5% $2.55 $3.18 $346 8% 12.8x 11.9x 10.9x%
2.EW PGN Progress Enemy $37.76 $2.48 10%  66% $2.88 $2896 83.13 -1% 12.7% 12.8x §2.1x
2-EW PNM FMNM Resgurcas $t1.e4 5050 0.0% 4.3% 3012  $046 50.85 12% 97.0x 25.3% 13.7x
RS PNW  Pinnacle Wes{ Capital $30.88 $2.10 0.0% 6.8%  $2.29 $230 274 A% 13,52 134x 11.3x
2-EW POM Pepco Heldings $13.88 $1.08 20% 7.8% $183 SL10  $1.43 -1% 7.2x 12.8x 8. 7x
1-OW POR Portland General $20.08 $1.02 7.5% 5.1% $1.71  $1.88  st.87 13% 11.7x 11.2¢ 10.7x
2-EW 50 Southem Co $31.80 $1.75 5.0% 5.5% $2.37 3230 §245 3% 13.4% 13.8% 13.0%
2-EW SRE Sempra Energy $48 89 $156  10.0% 2% 5443 A0 $505 1% 11.1x 1.4 8.
2-EW TE TECO Energy Inc $12.09 $0.80 4.7% 6.8% §0.88 3108 $t.2Y 0% 14.1x 11.2x 16.0%
2-EW WR VWestar Energy $10.08 $1.20 0% B.3% §$1.27 $165 3175 3% 15.0x 11.6x 10.8x
1-0W WEC \Wisconsin Energy Coip $41.44 $1.35 3.0% 33% $3.03 $315 %350 1% 13.7x 13.2x 10.8x
2.EW XEL Xcel Energy $18.04 $0.95 A0% 50% | $1.45 $152 §16t 8% §3.1x 12.5x 14.8x
UTILITIES (28] 4.5% 5.4% 38%  12.8%  12.3x_ 11.3x
5&P 500 Index - 940.7 526.48 A0% $B8.80 $55.96 6945 0% 13.7% 168.8x 13.7x

Source: Company disclgsures, FactSel, Barcliays Capital esiimates

POWER CONP SHEET

fatng Tickee Campany

1-OW  AES AES Corporation 209 0O% IR % 33290 T 3392 i 4089 $097 L4 1257 1t 104 fEx 6% 134

1O AYE ARagheny Enwgy 2504 ZAE w0 % o 5 138 84x 230 3230 128 ax Bk 2 S 12% 424

2EW AEE Ameraa Comp 32481 03% £ ] e $2,008 L& 2181 T8x 283 $243 f270 X iz 221 14 20 A%

2EW GPN C 3 $11.47  0.0% 3 -30% 31,188 1% 31,034 [§ ¥ ($0.03})_30.42 ($0.14) D5 NN 5000  HNM ALk 2T

26W  CEQ Constellalon Energy Gop $2089  34% 3403 4% 1,7 31 8, [133 sie7 M5 S8 Y5 Agx 3321 40x 1%  02%

1-0W CVA Covanta Holdngs 1768 HO% 318 154 $505 ™ $530 Tax 030 071 L0 A 1Lix 049 11 24% 4%

JTEW O Oomidon Resoutcssbne 53317 46% 533 5% 4858 1x 15,634 8.3 s 30 .19 194 (04x $250  Tam £.3% 03%
34 113% ! 4000 ($0.96) 30.08 Mg HM 0.581 MM 0I%  13%

1384

fr3 Y]

2

10 90§52 184 48% 6%

+-OW  ETR  Entergy Cop 40% 36 2% $Ba9r 59x 951 8N N fedx 3388 138 I &T%
RS BIC Ercion . 45153 33% WA WA BT 1R B0 eix $420 B642 4428 128 110z SRB4 Vi 5% 6%
10N FE_ FEn $360.00 SA% 354 3% $3.765 (134 %3.510 Ty 3157 9375 3347 A09r AfBx 3393 10dx 3% 4%
TOW  FRL  FFL Goup ine E A - TR [T CE 4.7 X5 Hai L Wt TR R T TR X TR ¥ [EE
EW MR Mok Cop $iLis 00 i ~42% 81 T 3653 4.8 £250 §258 153 &l tOEx $012 NM 458%  -13%
RS NRG NRG Enegy $2472 00 NA WA St eSx 212 64 3252 83292 fzd1 e M LA 2ZSs TI% 88K
2EW__ORA _Omul Technalogien 901 B5K g2 e 188 275 $189  125r 5192 W20 648 yrer 280 3154 254r  ATH
N PPL  PPL Corpamtion [T T [1%] »B% X X Bix §102 $L.73 $aS2 W 3 NI im [ 6%
{-0W PEG Publc Favice Entrp Grolp  $3247 4% 1 WK 4392 LY} (IR a.6x 292 341 a2 104 f0dx 3409 TH: W 3%
EW RRI  RREEnergy.inc. B2 00k 119% 13 0 $507 0 {$0.93) ($0.65) .48 NN 27e $8321 MM £2% 20%
Group Jrerage 113) XY A% T.ix oax V2ax_108% 128 TR 34%
Seurce: Barciays Capstal astimates, FaciSel o
Source: Borcloys Copital Estimeles, FociSel, Company Disclosyres R
T
July 16, 2009 85



Usilities

Appendix

Figure 43: 2005 Rale Case Oulcomes

l Yield on Yield on

Allowed 10-Yasr  Spread  Moodys Spraad

Date Com pany State ROE Traasury  [bps) Baa {bps}
O106/05  South Cardina Elecric & Gay SC 10.70% 4.28% 641 6.1% 457
0fRans Aguila Network s WPK KS_ 10.50% 4.16% 434 591% 453
021805 Puget Sound Energy WA 10.30% 427% am 5.8%% 441
0212505 PachfiCorp uT 10.50% 4.27% a3 5586% 461
310005 Empim Disbk:t Eleclric MO 11.00% 4.48% 682 5.99% 501
03185 Dominlay Norh Cardina Power NC - - - - -
0324105 Consdidaled Edisen of NY NY 10.30% 4.60% L1 0.18% 412
03305 Texas-New Maxica Power T 10.25% 4.50% 575 6.14% 414
, 1at Quartar Averagea 10.51% 437% [3!] 6.02% 449
G4/04/05  Central Vermont Public Sendoe vr 10.00% 4.47% 55 5.12% 388
04/07/05 Arizons Public Sendoe A2 10.25% 4.45% 576 6.14% 4114
050205 Publc Sanio Co. of OMaloma [+]. SE - - - - -
05/18105 Entergy Lovidara LA 10.25% 407% §18 599% 428
oaMans Wiscansn Elecbic Power Wi - - - - -
05725005 Savannsh Electric & Power GA 10.15% 4.05% B&7 5.99% 476
CSI28/05 Allariic City Electic NJ 9.75% £.00% 67 59%4 376
652605 {daha Power ID - - - - -
080105  Jemey Cantrd Povwer & Lighl NJ 9.75% 3.61% 584 582% 392
060805  Public Sevice New Hampshire NH 9.62% 3.95% 567 51T 385
2nd Quarter Avarages 10.08% 4.16% 530 BST% 0%

07/18/05 Wisconsin Powsr & Light Wi 11.50% 4.20% 10 598% 5§52
01R20S PacifiCorp 1D - - - - -
080505 Cap Rodk Energy TX 1,76% 4.40% 15 BATH 568
Q8/1505 AEP Texas Cenbal TX 16.13% 4.27% 588 5.95% 415
09/28/05 PacRCorp OR 10.00% 4.26% 574 6.08% 392
3rd Quarter Averages 10.83% 4.28% 656 8.03% 82

1209/05 Emgira Distict Bectric KS - - - - -
12112205 Madlson Gas & Eleclric Wi 11.00% 4.56% a44 642% 458
1211305 OGE Bedric Senios - OK 10.75% 4.54% ¥4} BAZR 433
! t2116/05 Padfic Gas & Beclic CA 11.25% 4.45% [1:0] 8.30% 505
21608 San Diego Gas & Eectic CA 10.10% 4.45% L7~ 6305 440
12/16/05 _ Southem Caffomia Edison CA 11.60% 4.45% 715 8.30% 510
1221105 Cincinnalf Gas & Eleciric OH 10.29% 4.49% 580 6.3%% 398
1221005 Avisla WA 10.40% 4.45% 591 B8.IF4 407
12220% Consumers Energy M 11.15% 4.44% .14 B8.27% 488
1212205 Wisconsin Public Senvice wi 11.00% 4.44% a8 6.27% 473
12128165 ‘Waeslar Energy North Ks 10.00% 438% 5a §.20% 380
12r8/05 Kansas (as & Bectic KS 10.00% 4.38% 582 8204 380
12/30/05 NSTAR Etechic MA - - - - -
Ath Quarter Avarages 10.75% £46% 623 6.30% 445

{ 2005 Average 10.54% 4.32% [F4 8.03% 448 ]

Scuree: SNI Financial, Fedarnf Reserve

R
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Uilittes
Figure 44: 2006 Rate Case Ouicomes
Yield on Yieid an
Allowed 10-Year Spread  Moodys Spread
Chate Company Stats ROE Treasury {bps} Baa {bps)
0170508 Norhem Stales Pover Wi 11.00% 436% o4 ¥ 480
01/25/08 Wiscansin Eleciic Paver wi - - - - -
/2168 Uniled Huminaiing cT 9.75% 4.52% 4] B8.30% 345
02306 Aquia Metworks-MPS MO - - - - -
02/23I08 Aquita Networks -LAP MO - - - - -
[ecTixhi ] intersiate Power & Light MN 10.39% 4.68% 51 0.35% 404
0314108 Henhscky Power Ky - - - -
Q24008 PacifiCop wY - - - - -
L2508 Entergy Gul States LA - a - - -
1st Quarter Averages. 10.38% 452% 6.28% 410
odnos PacifiCoip WA 10.20% 5.01% 518 B8.11% 349
04F1BI08 MidAmercan Enengy A 11.90% 4.99% 691 B &21
G412606 SlaraPaciic Power - N 10.60% 5.12% 548 8.7e% ag4
‘082108 idzho Power D - - - - -
087108 Southern Califomia Edison™ cA 11.60% 5.16% 844 6.82% 478
06/068/06 DemavaPower & Light DE 10.00% 5.01% 49 6,66% 334
082706 Upper Peninsula Power [°H] 18.75% 5.21% 554 8.91% 384
2nd Cuarter Averages 10.848% 5.08% 578 8.76% 408
o7r0e08 Malre Public Senvice ME 10.20% 5.19% 50 8.85% 335
01246 Cerfral Hudson Ges & Elecric NY 9.60% 5.05% 455 a.74% 288
OT26/06 Appalachian Power W 10.50% 5.04% 548 a7z a78
07/26/08 Commonweal h Edisn IL 10.05% 5.00% 506 8.87% 338
QArZV0B  NewYork Siate Beclric & Gas NY 9.55% 4.82% 473 6.54% 301
08131108 Delroft Edison ML 11.00% 4.74% (7] 84Th 453
030108 Norhemn Slates Power MN 10.54% 473% 581 B.46% 408
09/05X6 CenterPoirt Energy Houslhon Elec ™ - - - - -
0O4/06 PachiCorp 10.00% 478% -7} BAG% 351
3rd Quartsr Avarages 10.18% 4.92% 6% 8.62% 66
10/08/08 Uniti Energy Sysiems NH 2.87% 4.70% 497 S.43% 324
10/27/08 Entergy New Orleans LA - - - - -
12108 Demarva Power & Light DE - - - - -
$12106 Central Hinois ight iL 10.12% 4.58% 554 B.1EFh 394
12106  Central 1Bnols Pubic Service L 10.08% 4£.55% 53 8.18% 200
1121i08 Enois Power L 10.08% 4,58% 5% 8.18% 3%0
120108 * Duguesna Light PA - - - - -
120108 PactCorp ut 10.25% 4.43% -4 8.08% 417
1204/06  Public Service of Colorado co 10.50% 4.43% 807 6.08% 442
120406 Kansas Cly Power & Light KS - - - - —
120706  Centiral Vermont Publc Senvce VT 10.75% 4.49% (i3 8134 482
12M4)068  Westem Massachusetls Seciic MA - - - - -
1218506 PaciCorp D - - - - -
1272108 Duke Energy Kentucky Ky - - - - -
1221108 Empire Disticl Slectric MO 10.90% 4.55% 6% 82F% 487
122308 Kansas Cly Power & Light Mo 11.25% 455% &% 8.2% 502
1212206 Grean Moulan Povey VT 10.25% £083% 562 8,30°% 385
12128006 Black Hils Power S0 - 4.70% -. - -
Ath Quartter Averages 10.35% 4.57% 582 0% 418
2008 Avera 10.45% 4174 667 8.47% 3498
(1Y ROE wa3 cetermhad tn praviar iy dedd i cod of capi e el sor
Source: SN Financial, Federo! Reserve
L |
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l Figure 45: 2007 Rafe Case Outcomes
Allowed 18-Year Sersad itoodys Spread
Dats Company Statn ROE Treas, Yield b Baa Yield L]
01050 Oidaroma Gas Ari Eactric AR 10.00% 4.65% 55 4256% 975
' o7 Wisconsin Power & Light Ca w 1080% £T4% e08 ax% 447
' [ Ak Paonsylvania Electria Ca. PA 10.40% 4L 74% 538 a3a% 7
Hnue Mayopoktan Ecdtson Co, PA 10.10% AT4% 538 az:% 37
w/ar Potiand Genere Elsclric Ca R 0.10% A77% 53 aB% ara
QT PRI, Gas EhZties FA 10A0% ATIN a7 aza% 412
ST Pacific Gas and Bedslc Co. CA 1355 4.54% 581 az4% 1
LicTr g Deaimarya Powar & Uight Co. DE 1025% 456% 589 azTr% 368
03/22:07 Rockiand Esciic Campany NJ 9.75% 460% 915 a35% 340
sz Sauthen Lhin Co, MO 1050% 4.00% 0 [ &% ) 415
15t Quarter Averages 10.35% 465% sig % 04
(TRt g Appalachian Possr VA 10.60% 4.71% 29 ak% X4
asH7OT Aquita (HPS) Mo 10255 476% 49 640% »ns
oSNNI Aguis (LAF} MO 1025% 476% 549 B40% 85
. osat Monengahe!s PowFotomac &4 w 10.50% 450% a7 48% 44
os/z2/ct Urfon Electic MO 020% 4.83% 07 848% 74
osr Nevads Power Ny TR A8% 34 G&45% €21
ey PublcServica of New Hampshia NH 8.67% 4.66% 481 848% 3
wisar Cascade Nabws| Gas CR 10.10% 408% 812 6.55% 355
w|Ham Nerhem Stales Powsr ND plye ) L% 555 a78% 7
LTy g Enkngy Aamas AR 9,90% 5.18% 74 ¥ a4
d2u0r Padtcarp WA 1020% 518% 504 % 344
Qe Appalachian Power wv 1050% 5.14% 58 B74% e
. tereant Aizora Public Sevice AZ 1075% 512% 583 A% 403
caRe o7 Yankea Gas Sandoes [ 10.10% 663% =7 am% s
erRaar Fubfic Sarvics of New Maxico NM 9.53% S100G% - 45p % 21
2nd Quartes Averages 1023% 4.95% 28 B5T% k11
oot Puttc Servics of Coorado co 1026% S05% 820 855% B0
CTIv2UGr Granils Stale Bectric NH 8.87% 513% 454 872% %5
. orreT Arlansas Wasten Gas AR 9.50°% 511% 435 arn% 20
ariarer Delmarva Power & Ught WD 1000% 5.04% 498 863 % n7
CH IO Polomac Bedrie Powar Mo WOk 504% 438 863% 337
: Lrfrllle] Aquia NE 040 4.54% 548 am% a8t
oa/oteT Southem Indiana Gas & Electnic IN 10.16% 4.70% 538 am% 53
R Seuthem Indiana Sas & Electric N 10404 AE0% 74| 472% e
Ry Cergumers Enagy M - 480% - - -
. e Columbia Gas of Kenlucky KY. 10.50% A57% 3 aR% ik
wHYeT Northers States Power - KN MH B.T1% 4.34% 537 Bi7% k-1
[-~Tg1- e Washingion Gas & Light VA 10.00% 4.53% 547 B84% X8
mRsm Consclidsiad Edson of NY NY 8.70% 483% 407 ass% 05
v ) ard Quarter Avsrages 10802% 4% &8 BEY ns
So0eeT Atrmos Enengy ™ 1048% L 65% 533 a55% a9
werar Pubjic Sarvice of Oidahana OK to00% 487% 833 A57% M3
i o107 Crange andd Rockland W ities NY 9.10% 46% 458 B48% 24
10107 Deita Natural Gas Ky 1050% 441% «9 838% 4912
oo Cerdery? ant Enrgy Resoras AR P.E5% 43T % -1} e38% ns
janvar Badyic Tansmisshon Taxay ™ 9.95% A 485 L] aare 13
l & Washingion Gaa & Ligt Mo . oD% 4.97% 553 2839% Bt
' hifrled Arkensas Oilahama Gas AR 9% 4.06% 534 a41% M3
11zior UNSGas AL 1000% 385% ws % .1 x4
: T Chaysmie Ughl, Fud, & Power Wy 10.90% 304 % s [40% %50
1areEor Kancas Cy Power & Light MO 0.75% 4.02% 73 &t 414
. ©HMyo7 AEP Carel Texas ™ 9.95% A18% 578 B75% no
l krislrg Madson Gas & Elclric wi 108%% 424% 658 674% 401
AT South Carcina Bloctic & Gas. 5¢ 0 A24% EdB BN % 1
' »yo? Moqthawstem Energy Division NE 10475 4,14% a2s apm% Ird
t2H1eor Avlaia Corpe ration WA 1020% AD8% 814 . 800% »no
12XNTT ke Energy Caohines NC 16.00% . ADA% 20 ass% 445
ki Bangor Hydeo Electric ME 1020% 4.045% 818 A455% s
' 122107 PacifcGas and Electic CA $1.35% 4.18% 7? BE0% &7
. et San Diege Gas & Beckric cA 11.10% 4.13% &2 B56% M2
2w Sosham Cakfomnla Edison CA 11504 4.18% w2 asa% 442
e Brockdyn Unjon Gas NY 9.50% 4.18'% 852 a6A% M2
arvor KeySpan Gas East Ny a.50% 4.18% =2 a55% n2
l 1272107 National Fusl Gas Distibut{on NY 9.10% 4.18% 492 BE3% 242
: 1228/07 Padicorp 1=} 1025% 411% 614 an% 393
123G Gaorgla Powar GA TE25% 4.04% 721 G58%. 4539
4th Quarter Averages 10.33% 419% 512 E5T% s
[ 2007 Average 10257 L85V, o7 a5% F 2 |
' Sourca: SNL Finonciol, Federo] Reserve
1]
.
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Figure 46: 2008 Rate Case Ouicomes

Altowed 10-Year Spraad Moodys Spread

Date Company State ROE Treas. Yield {bpa) Baa Yisld {bps)
010808  Northern Siates Poser Co-Wl wi 10.75% 3.85% 689 8.49% 426
0108M8  Noethern Statas Pawer oA wt 10.75% 3.86% 689 8.49% 426
0147/08  WisconsinEledric Power Co. wt 10.75% 3.85% 709 B.A47% 428
Q78 WisconsinEledric Power Co. wi 10.75% 366% 709 8ATS 428
011708 Wiscorn Gas LLC Wi 10.75% 3.56% o3 8.47% 428
0472808 Connedlout Light & Power Ca CT 9.40% 361% 579 6.5a% 282
01730108 Potomnas Electric Power Co. BC 10.00% 378% 622 6.72% 28
Ti3508  Canlral Vermonl Pubic Sarnvice vT 10.71% 367% 704 6.53% 408
02/0508 North Shors Gas Co. iL 5.85% 361% 638 B.62% 7
Q20508 Pacples Gas Lighl & Ceke Co. 5 10.18% 6% L1 . 562% as7
0274308 indana Gas Co, N 10.20% AI0% 653 B81% 339
02/29/08  Fitehburp Gas & Electric Light MA 10.25% 3.53% 872 875% 350
oshans PaziiComp wy 10.25% 3.49% 676 e.88% 337
0326108 Corsoidatad Edijon Co. of NY NY 210% 351% 559 6.90% 220
ova1na Avista Corp. OR 10.00% 3.45% 885 6.90% 310

1ot Quarter Averages 10.26% 3.84% 681 8.65% 360
042258 NDU Resourcss Grovp ne. MT 10.25% A74% 651 6.95% 330
04124108 Pubfc Servios Co. of NM NM 10.10% 38r% §23 7.00% 310
o518 Hawaian Electic Ca . H 10.70% 378% £92 6.62% )
0s2T08 UNS Electicine AZ 10.60% .93% 607 7.01% 293
05728/08 Duke Energy Ohie Ine. [v],] 10.50% 4.03% 847 7.06% 344
08108 Consumers Erelgy Co. Ml 10.70% 4. 1% 659 7.05% 365
06124108 Atmoy Erergy Cap. TX 10.00% 4.10% 590 7.08% 92
oerTes Siena Paclic Power Co. N 10.60% 1.99% 51 7.03% 357
OERTIB Appatachian Power Ca wv 10.50% 3.99% 851 T.03% M7
0627108 Quasiar Gas Co. Ut 10.00% 35%% 601 7.09% 297
2nd Quarter Avarages 40,34% 3.95% 818 7.04% m
oTHons Citer Tad Covp. MN 10.43% AB3% 650 7.00% 343
0711808  Crange & Racidand Ulls I, NY 2.40% 3.97% 543 1.21% 219
07/30/08 Empirs Distict Electic Ca MO 10.80% 4,07% o713 724% 358
071108 San Dlego Gas & Eleciric Co. CA 10.70% 3.99% 671 7.21% 38
07/3108  SanDiego Gas & Eladric Co. CA 10.70% 3.99% 571 721% M3
RN Sauthem Caldtinia Gas Co. cA 10.82% 399% 683 T.21% 351
08/1108 PactiCop Ut 10.25% 19%% €26 7.23% 302
0828108  Scuthwestem Publc Sewvics Co NM 10.18% 3.75% 639 7.10% 308
208 SowceGas Distibdion 1LG €0 10.25% 377% B48 7.07% 318
09/02/08 Chesapsaks UtRias Cop. DE 1025% 3.74% 651 T.07% 318
29/10/08 Commerwealth Edison Co. L 10.30% 3.65% 68685 7-02% 228
09/17.08 Aimos Erergy Corp. GA 10.10% 3.41% 729 7.26% 345
042 Central lincis Light Co, iL 10.85% 3.80% 885 7.58% 367
02124108 Central Minois Public L 1085% 3.80% B85 7.58% 07
oor240e 1}incis Powes Co. It 10.65% 3.80% 685 T7.58% 307
09124108 Caniral lincis Light Co, L 10.58% 3.60% 638 1.58% 310
cazd0e Certral lEinois Pubtic it 10.68% AB0% 688 7.58% 310
052408 inois Power Co. IL 10.68% 3.80% 603 7.58% o
03008 Avista Cop. D 10.20% 3.85% 635 1.85% 235
09/36/08 Avista Cop. D 10.20% 285% 535 T.85% 235
Jed Quastar Averages 10.45% 8% 652 TI5% M
10/03468  New Jorssy Natwral Gas Ca N} 10.30% 3.63% 667 7.98% 232
10/08/68 Pugel SoundEnergy Inc. WA 10.16% 372% 643 8.21% 184
1c/0ama Pugel Sotind Energy Inc. WA 10.15% A% 543 B8.21% 194
10720008 CortarPoinl Energy Resowrces TX 10.06% 391% 615 a43% 8
102408 Piadimont Nalural Gas Ca, NC 10.60% 376% 64 9.30% 130
1612409 Public Service Co. of NC KRC 10.60% 76% 684 8.30% 130
111708 Appalachian Pawer Ca VA 10.20% 3.68% 852 9.26% o4
1108 Southwast Gas Corp. CA 10.50% 320% 730 2.08% 142
1121108 Scuthwast Gas Corp. 10.50% 320% 730 9.00% {42
12108 Sodhwest Gas Corp. cA £0.50% 3.20% 720 9.08% 142
1£/24/08 Narragansetl Electic Co, Rl 10.50% 335% 15 921% 129
120108  TucsonElectric Powss Ca. A2 10.25% 2.72% 53 8.84% 1414
1212308 Columbla Gas of Ohie Inc OH 10.35% 2.18% 821 B.12% 227
1212308 Oevok Edsen Co. Mi 11.00% 2.18% aaz 8.12% 288
122408 Soutinvest Gas Corp, AZ 10.00% 220% 780 8.10% 100
{22608 Northwest Natural Gas Co. WA 10.10% 216% 764 B.06% 204
1272908  Portland Genaral Eleclric Co, OR 10.10% 213% 797 8.05% 205
1212908 Avista Comp. WA 10.20% 2.13% 807 B8.05% 295
1225008 Adsta Comp WA 10.20% 2.43% BO7 805% 215
1213108 Norlham States Power Co, -MN ND 10.75% 225% 850 BOT% 268
At Quarter Averages 10.35% 2.95% 79 8.53% 177
| 2008 Averag_g 10.35% 3.60% 515 7.40% 285 |

Source: SN Financicl, Federo! Reserve

T
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Figure 47 1Q09 Rate Case Outcomes
Yield on Yiald on
Allowed 10-Year Spread Moadys Spread
Dala - Company Stats ROE Treasury {bpa) Baa (bps)

011409 Putiic Sendoe of Oklahoma OK 10.50% 2.24% 83 7.92% 268
012109 Toledo Edson Co. OH 10.580% 2.56% ™ 8.14% 228
0421009 Ehio Edison Co. OH 10.60% 2.58% ™ 8.14% 233
01121/09 Cleveland Electic iRkiminating Co CH . 10.50% 2.58% 794 0.14% 238
012708 Unkon Electic Co. MO 10.76% 2.59% 817 8.06% 270
01230/08 ldaho Power Co. 10 10.50% 287% 763 8.25% 225
020409 Unlted filuminating Co. cT B.75% 2.95% 580 B.245% 51
aAo408 tndiara Michigan Power IN 10.50% 2.01% 749 8.32% 218
0a209  Southem Calforria Edison CA 11.50% 2.89% Ba1 B41% 309
QTG Tampa Bectic Ca L 8.11% 3.02% 508 8.62% (59
04/1309 Michigen Gas Utites Corp. M 10.45% 233% 812 B.05% 240
Q0209 New England Gas Co, MA 10.05% 2.78% 720 B.0T% 198
030809 Almes Energy Corp, N 10.30% 2.89% 4 820% - 201
02509 Noithern liinols Gas Ca. L 10.17% 2.81% 7% B.6F4 157

13t Quarter Averagas 10.22% 2.72% 780 B.23% 130

Sourca: SNI Finonciol, Federal Resarve
|
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Figure 48: Electricity Rales, by Customer Class
cents / KAh} _
State  Residertlal Commemcial Indusirial Total /Avg.
Idaho 897 5.67 4,55 566
West Virginia 702 6.02 417 554
Norh Dakcta 754 6,74 554 665
Washington 757 6.73 48 6.6
Kenhucky 7.1 7.12 4,84 6.16
Nebraska 787 6.59 5.12 6.53
Missour 8.01 86 488 6.84
Wyoming 818 6.67 4,52 567
South Dakola - 825 6.84 531 707
Utah B.37 68 47 6614
Oregon 854 7.63 493 727
Tenressee 855 8.74 6.14 7.84
Indiana 8.76 767 545 7.01
Montana 818 8.48 84 8
Kansas 8.17 77 N 1.7
Oktahoma 945 8.21 6.08 8.13
Arkansas 949 7.73 5,98 774
Virginia 955 : 7.24 5.54 7.87
Minnesota 9.61 7.82 5.89 71.77
lowa 966 7.24 4.8 6.98
Nerh Carotina 268 764 559 806
South Cardlina 998 8.48 NV 787
New Mexico 1002 8.66 6.45 8.38
Chio 10.13 9.18 6.19 839
Georgia , 10.14 9.18 6.69 8.85
Colorado 10.17 8.65 6.83 864
Alabama 10.24 87 6.02 845
Mississippi 10.34 9.95 5.45 892
Arizona 10.35 8.95 6.69 621
Louisiana 10.55 1029 8.12 859
ilinols 10.82 8.78 NV 8.95
Michigan
USTotisn N B4R T asernng,
Wisconsin 11.44 9.1% 8.52 893
Pennsylvania 11.47 5.41 7.04 .36
Flonda 11.6 006 8.27 0.7
Nevada 11.87 1014 8.23 10.02
Didlrig of Calumbia 1264 1376 11.55 13.56
Texas 12.84 10.8 8.97 11.07
Marytand 1367 1278 046 12.84
Deleware 13.88 12.04 1025 12.28
Califomia 14,37 1342 1028 13
Vemeont i4.6 125 .01 12,34
Naw Hampshire 15,58 14.2 13.42 14.54
Maine i5.98 1299 11.88 13.72
New Jersey 16.01 14.9 1255 15.04
Alaska 16.35 1344 1426 14.45
Rhode ksfand 17.26 1525 14.08 15.88
Massachusetts 17.38 16.1 14.41 16.24
New York 18.56 16886 1028 16.75
Connecticut 19.29 1596 13.8 16.88
Hawaii . 3273 2997 26,33 20,46
Source: FIA,
I
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Figure 49: Ranking of State Ulilily_éommissions

July 16, 2009

E;w JD Power
Commission _ Score Rank Score__
Kenlucky Public Service Commission 7.29 1 710
Wyoming Public Service Commission 7.29 1
lowa Uilities Board 7.32 3 708
ldaho Public Utilties Commissien 7.39 4
North Carofina Utilities Commigsion 7.57 5 719
Ficrida Public Service Commission 7.86 ) 700
Mnnescta Public Ullities Commission 7.93 7 688
Ohilo Public Ltilities Cemmission 7.86 8 668
Alabama Pulic Service Commission 8.00 g 723
Calorade Pultic Ulllities Commission 8.00 g 694
Georgia Pubtic Service Commission 8.00 9 723
Oklahoma Corporation Commission 8.04 12 897
Texas Public Utiity Commission 8.04 12 658
Mchigan Pubtic Service Commission 8.11 14 677
North Dakota Public Service Commission 811 14
Califomia Public Utifitles Commission 8.18 16 681
Indiara Ulilty Regulatory Commission 8.25 17 669
Kansas Camporation Commission 8.29 18 653
South Carolina Public Service Canmission 8.32 18 703
Wiscansin Public Service Commission 8.39 20 693
Askansas Public Service Commissicn 8.45 21 854
Virginia State Corperation Commission B.46 2 679
Delaware Public Service Commission 8.50 23 654
Massachuseits Dept of Tele and Energy 8.61 24 650
Oregon Public Uliity Gommission 8.64 -] 691
Washington Utils and Trans Commission 8.64 7] 677
Utah Public Service Commission 8.75 27 678
Hawaii Public Utililies Commission 879 2]
Ilinois Cemmerce Commission 8.86 2 617
District of Columbia Public Svc Commission 8.93 0 654
West Virginia Pullic Service Commission 293 0
Mississippi Public Service Commission 8.96 2 689
Misscuri Pubilc Service Commission 8.98 x 653
South Dakota Public Uflities Commission 8.86 x 636
Nevada Public Utilitles Commission 9.18 5 6839
Louisiana Public Service Commission 9,36 x 682
Vermont Public Servics Board 9.39 T
New Jersey Board of Public Utilties 9.68 k] 658
Maline Public Utilities Commissicn 8.71 K2 677
Pernsylvania Public Utiity Commission 0.89 40 691
New Hampshire Public Utilittes Commission 9.93 41 546
Maryland Public Service Commission 10.00 42 623
New York Public Service Commission 10.04 43 845
Rhode Istand Public Utiliies Commission 10.07 4 646
Connecticut Depariment of Pub Utllity Control 10.32 45 €41
Arizora Comporation Commission 10.46 %6 698
Montana Public Service Commission 10.50 4 636
New Mexico Public Regulation Commigsion 10.57 48 667
Seurce: SN Finoncial, jD Powes & Associcles, Barclays Copitof estimates.
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Figure 50: State Regulatory Staff Contacts

Alaaarma

Asirona

Arksnsss
Califomnia
Qalorada
Connection

Dajayara

Dizrict of Col bl

Janice Hamilten

Emast G, Jahn-an
John Bethsl|

Lynn Carew
Paur Clason
Bewn Galngher
Barsars

Hugen e

amp
Meadi apo‘a-v;.rmn

iaharaon

Duactar, Energy Oivislon

Maneger, Enmv Oivisien, Elesuia

Interim Exmauthys Dlrectar

Publia 1nrannl“nn atficer

Dirwster, LiBHtine Clvision

Brwcutve n:be!w « Ganeral Slaff
il St

Shisl. ALJS Divislon

Lxwnttve Olrecior

Chief of Slefl

im
firaculve Diractor
Cammitsalen Beoretary

Eﬂtwllv. Dilrectoy

Florida

Qeorgla

Hawan

Idane
Ninots

ndisnn

Mary Andfm Bane

Chartes Hl
Dabasmhy Flannagan

L.} sruon

Judle Coaper

Jait Kammn

Rob Hitlasland

Ausan Cunninghamn

Den Low

Massmury Fetaman
arumbn

®
Louislanm

Maine
Maryiand
Mazyuchusstis
Miahigan
Minnevets
Mias(ssipp!

Misaourl

Mavads

Nuww York

Luwrence 851 Bisna
Asnaid Chauviers
Stan Perkine

Epjms MoManue
Kichard Kivala
Frad Baver
er--.vyv. Carmean
S bl Linio

Timothy Sh-m
Muary < ottran
Rohart Kahras

Searge Haynla
Themns Adama
Jur Mekinlaht
Bois aballentery
Lol Kally

Narth Dahota
Ohio

Oktahems
Qreaen
Pennshyvanis
RRhade

Haulh Sarelina
Seuth Dakals
Tenneases
Tavas

tan,

Warmaont

Wirglnia

Washingien

YWasl Virgiala

Wisconnbn
ning

Sourca: SN Finoncial

a
Robarl Bannlny, Ir,
Renns Venos
ilona Jaffeoat
Eimphean Srannmn
Shens Gurbar
Ranna Jankine

vt

o
Julle #. Orchard

Willlam F, Stephuns
Kenneth Schrad
Anne Sohvick
Dlvld Danner
Meshan
Mlu. Parvinen
Qharyt Ranssn
Cilxle Kelmwye,
Bandm Squire
Rabart Nercioss

Dhaotor
Expsulve Abblaiant. xac, Dir. Offlce
Daputy Exan, Diractor, Reguisifon
Exdaittve Dirdelar
Fublia Inlarmtatbon
Ceputy En-euuv- Dirwctor
Exmoutivs Dlrsat,
Publia Informatian Cifcer
Oirwator of umm..
Administrative Dlre
Adminisiwator - uuvu- Olvislen
ﬂhl-f Cwnlll

Uktion
Puhl. ln!-rrnlﬂﬂn Offiser

Dlr-uwr. mublia Atfetre

ameas af ﬂx.a.luu'. ntr.u!.sr

Publle aformaton

Buacutive on-cin.;"Pubnc infermnation

Economist O
Uy Anrmbeat
Publia infommatlon Cocrdinstor
Enecuiive Dirsctar

Malationa, O
Exwcidive Owacior
R crw

o4-un
A08-548-2028
BOS-5G0-204-4
S08.888-2022
2 30
208-334-0330
217~-7aZ-2783

J17=232-2304
Si%1a1-5308

Raguintsry Affsirs Division, Divacter S17-24 15018
v Ataia s-un-sf!—zqi-a‘.uz

Euwoutve B-cr-tm 21-201-2222
Aupscituor, Hasrgy . 051-3131-22::1
a Bacre B0 1-H 1-S434

Cantral Dlstrict Chief of Staf BO1-841-2430
Marumy Diatrfct Chiaf of Staff BET.083-TATY
Hotnhem Dlavlel Giafl Offiesr R2bA0S-2843

Bl
Publiz informailen Smasr
Adminfsirator - Liujtas Oivislen

<hief Bxonamist

crelary
Chist of Slafl
UiRUuas Divisten Dxeclor

Fublia tnlermation
Olrasior of Magulsiory Oparations
of

, OTfice
Dirsator, Eleotric, Gins L Water
Aciing Executive Deputy

Daputy D 2 and T

oL, Adm, Diitlon and Generel Counanl
Chist Clerk

mr-m ai Publle Liiles I:IM.llrm

O
Dilractor, Puilh mm‘yfy
Cmpidy BDlifesisr, Publio any Lyhdajon
Elnctrichy Divislan, General infa

B873-751-7162
S73-7s1-%300
A08—dai-3050

#18.732.0840
701-328-2407
BIAAS BT
S14-090-41008
B814-0u5-4204
405-533-2I2T
40&331—.953

E-MANL,
Jantce. hamitengdpas.

ebarme.gev

lehntreadpyoalabamm. gov

phnwmm@ Sl 2. B0w
adn PG du gov
;nwuengpnn.de.gov

bitampse.atate.gu.us

randy.lobbdBpuc.idaho.gov
gana.fadnesstlpua ldaho.gov

sve.gonzalezdlis, gov
arnotd chevvieraghin,gew

richard ivelsghmalinagov
shrisalmpianmaine.gov

Kahresrgimichigun,gov
um kiern g michigan. gov

hilan. rayqpac. rale.ms.us
Quedsrgs haynir oo stule me.Lis
MOMas. AdRME QR il 4.5 Le1 8 STh8, U8
Jmy.maknightdl p o, states.maus
fob.schellanterg@pso.mo.gey
Kavin.Kelyikpsamo.gov
rehneyaR ML Aoy

pry—— N, e

Eincirichy Dlvl:!on Sensrnl Info mnd Rele cas smra—m&
ns

Director of Ops

=hl-f F!n-ndal Analyst

«af Informalion
CN Clark and AdmHisuratar

Coordinalor of Pul:llo l'nfbnﬂlul'lrl Diwvtalon

Admnivustive Secrelary

Dirmctor, Bhrisdion of Escnomicd uwnd Flnenee

Diructer. Divisien af Energy
Olirsctor, Information Sarvices
Direotor, Genernt LTty Regubstion
Exacuilve Dirsctor
infarmutien Cificer
- f

=
Diresior, Utifisy Divisfan
Bupervisor, un-fm- Saction
Executhie §soreta
Adminiatreter, m-elm: Dhislon
By parrl

oca Cimputy Adsninlatrater
Daexaiing Clark

end Gas

T-772-0803
7‘7-1'7-“04
A0 1-04 1=4B30, x107
401-941—4350, x157
4019414600, X102

.15—-1‘1-2904 =233

-:u-sso-en;
BsO2.a2ze-3282
$O2.8 204071
AT 1 Ta4D

It

BO4-37 149141
I80-884-1290
260-E84-1204
390-go4-1118
3-&.-9&-13; ?

FO4-340-0
D04-T40-0420
082880590
ADT.7F7-E724
OT-TTT-3743
ABT-FT7-AF4S

T rurn
Judydeshnssngsiste.orus
Unenarlasdy ALy g B UR

grag.ristovdBstiate.sd.w
.

ad.uw
nw, stnndley@hin.gev

e fa VRS I LN (e

LE ALl T WO PR E T
rhdisengoutah.gow
Ierehardfvtah. gov

TR B pArfLe audn s tate. iU
judy.moodydistats.vus
aconfinghaca.virginia.goyv

oy, o
ken. sehrad@@scovirginln.gov
= nhvlokEnto.wa gav
adannargiuto.wa.gov
mmeshang@utewa,gay
raparvinsn@iute,ws.gov

raberl, Norcros SN e B, wius
dzlemighetale.my,us
dpartighstate sy
mikjssrdDwtule sy us

July 16, 2009

ATTACHMENT D - 83

93



Urllittes

Figure 51: Stete Regulatory Commissioners, A-M
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Figure 52: State Regulatory Commissioners, M-W
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Ulifilies

On September 20, 2008, Bordays Capitul acquired Lehmen Brothers” Horth Ameriean invastment benking, copital markats, ond private invastment management businssses.
Al wiings ond price fTamels prot fo the acquisition dote relote b caverage uader Lehman Brothers tnc.

Analyst Certification: -

Wo, Donie! Focd, CFA, Gregg O, Theodors W, Brooks, CFA and Ross A. Fawler, hereby cerify (1) that the views expressed in this research report ocaurately reRect ous personel views about

ury o of of the subiect seowities o issuers tefered Yo in i resewh report ond {2) no pert of our compensation was, is of will ba directly o1 indirecy refoted to the specic
recommeadations of views expressed in s reseatch reper.
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Ulthines

lmportant Disclosures:

American Electric Power (AEP) Us$ 28.59 (09-Jul-2009) 1-Overweight / 2-Meutral
Rating ond Price Torgst Chan:

AMERICAN ELECTRIC PCWER CO, INC.
AS of 08-Jut- 2000
BOO0 e - i et e e Curency = USD]
£5.00 (
5400 ]
52.00 4
50,00 4
. 48.00
48.00 4
£4.00 o
42.00
4000 4
38.00
38.60 4
u.ooﬁ
200 A
30.00 4
28.00 4
28.00 4
2400-1
22'“ T T 1 7T T 1 T ¥ T 1 T LI T T T LENL T L ik L 1 L L L T T
706 10-06 07 4.07 707 1007 1-08 408 7T.08 1008 {09 409 708
— Closing Prce A Pidca Targat
® Recommendation Change X Drop Coverags

Sowve: FaciSel
Currency=US$

Data Closing Price Roting Prica Targat Dats Closing Price Rating Pifca Taigat

Qb4pr08 26.32 33.00 05-0a07 4797 52.00

19-a(? 280 37.00 3-hbg7 4149 ~ 43.00

309 3135 .00 2oy 07 4888 |. 53.80

15Jundd 3176 3.0 2oy 07 48.88 1 ) -Overweight

05-lan0? 3369 42.00 N0 b 4143 44.00

(308 3TN 41.00 10006 3231 42.00

154408 3875 48.00 21008 35.88 , 40.00

240047 46.51 51.00

FOR EXFLANIATIONS OF RATINGS REFER TO THE STOCK RATING KEYS HOCTATED ON THE BACK PAGE.
Burduys Lagitnl and /or Lehmon Brathers Inc. end/or ona of the offiiates has menoged or comancged witin the post 12 months o 144A and//ar public offering of secuities for American Electric

Burdcqs Capital and /o4 oo offdints mickes o morket o rovidss Sguidity v tha senuitiss of Americon Elactric Power.

Burdays Capitod cnd,/or Lehman Brethess Inc. ond/or one of theis effifiutes hes received compensation fot investment banking sexvites from Americon Eleciric Power In the past 12 menths,
Bosdioys Capttol ond /¢ en offite expects fo recelve of intends 1o seek compensafion for [nveshment banking senvicas from Ametian Electric Powes within the next 3 moaths.

Bardiys Copitel and/or ona of their aiffiates beneficielly ovns. 14 of mera of any dass of comman equity seeuiies of Americon Eleciric Power,

Bardays Copital and /ot o offifiate Hiada reguiady In the shares of Amesicon Electric Powss,

Bardays Capited ond/or Lehman Beothess Inc. ond for one of theis afftes hos receved nonnvastment boaking elated compensaion fom American Hectric Powas within the st 12 months.
Amaricon Slectric Powet is or during the past 12 manths bas been on fovesiment banking dient of Bardays Copitdl and /o1 Lelunan Brothess Inc. and/or one of their offiiates.

Amsican Hectrie Powes ks of dudng the Jast 12 menths has been o nonnvestment banking eBent {securfies related senvices} of Barchays Conital end /or Lehman Brofhers Inc. and/or ons of thels
ffiBates.

Amesican Electfic Puwer is of during the Jost 12 manths hus bean o aoninvestment borking dien) (nonsequitias teloted sences) of Bardys Copital and,/or Lehman Brathess Inc. and/or one of their
sffbates,

Rlsks Which May Impade the Achlsvement of the Price Targel: Key risks induda wholesala commodity puices, state and federol requlation, Infarest mies, ond essgt sale exeqution.

R
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Utifities

Important Disclesures Continued:

CMS Energy {CMS) ' US$ 11.81 (09-Jul-2009) 1-Overweight / 2-Neutral
Raling and Price Target Chort:

CMS ENERGY CORP,
As of 08-ht-2009
20.00 _1 - . Cumency = USD

1800 4

16.004 &

14.00

12,00 4

10.0C

a .00 T LB T F 1 T ir T F 1T ¢ 1 T -l LI 1 ¢ °§F T 17T LI T
706 1008 107 407 707 1607 108 408 7.08 1008 1.09 409 709
- Closing Price A Prics Tarpet
® Recommendation Change X Drap Coverage
Sowrca: FaciSe!

Lanancy=U55 .
tate Closing Price Rafing Prito Torgat | Dats Closing Price Rating . Prica Torgat
280009 11.87 14.90 14108 1378 17.00
25Feb 03 1075 13.00 254an8 15,21 14.00
140008 10.00 14.00 1307 18.31 12.00
14-0¢08 10.00 | ¥ Overweight ) 2ol {[%)] 18.00
765ep08 12.92 16.00 02Hoeld 15.02 17.00
05Augl8 1349 14.50 35006 1198 16.00

0iMop08 |- 14.60 18.00

Borclays Copitol and,/or Lehiman Brathers Inc. end/or ona of theis offfites hos menoged of comanoged within the post $2 months o 144A and/or public offering of secwiias for CHS Energy.
Basclays Copital and /or on offiliate makes o market or peevides Siqidity in the securities of CMS Energy,

Bordiays Copitad and,/or an effiiole trode requferty in the shores ef CMS Energy,

Borclays Capitol and,/o¢ Lehman Brofhers Inc. and/or one of heir offiites has recefved noninvestment banking reftted mmpensnﬁon Riom CMS Enssgy within the last 12 monils.

€4S Enengy is of dwring tha bost 12 menths hos been o neninvestment banking thent {securities related servicas) of Bardays Ceoifof ond,/ot Lefmon Brothers Inc. end/or ene of their céfiictes.
(M5 Energy is of dosing the Jost 12 months has been o nonvestment banking dient {norvsecusities reloted senvicas) of Bordays Copitol and/o¢ Lehman Brothers tnc. ondfor ane of heir offliates.
Bardeys Copftol s ussatiafed with specialist fim Bordays Copital Market Mokers who makes o marked in OIS Enesgy stock. Al iy given fime, the associated speciolist moy have ‘loag” or "shodt®

invendory pesifion in the stock; and the essedated spedolist moy be on the oppasite sida of orders axecuted on e Eloor of the Exchongs in the stod:. Bordays Copival and/cr an offfiate makes o
macket in the seawities of ihis company.

Risks Which Moy Impeds the Achlavemeat of the Prica Tasgel: CAS Eneegy foces risk from Midigon ufilty requlofion, commadity prices, ond interest sates,

o8 July 16, 2009
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Utifittes

Imperfant Disclosures Coniinued:

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

US$ 22.80 {09-Jul-2009}

1-Overweight / 2-Neutral

DPLINC.
A of DB-hA-2005
3000 Cutrency = USD
26.00.-] A
F
34.00

20.00 -}

18.00 =7
7-06 1008 107 407

e

S S S S I SO s S S R e 2
707 1007 108 408 7-08 1008

T T T
109 408 709

—= Closlng Price A Price Tamget
@ Recommendation Change X Drop Coverage
. Source: FaciSel
Cumeney=1S5 . )
Data Chosing Price Raling Price Tasga? Date (losing Prica Rating Price Targat
pLaiiiahs 2315 prdii] 1307 304) 3500
04FeH0? 2254 28,00 N0ady 2904 3300
I8 7314 26.00 2 JuHl7 7761 3240
2656008 5.34 piE] e ll? 340 300
2408 2570 31.00 | 0247 29.07 33060
24-4pelif 7.3 1M
22§eb08 2626 31.00

FOR EXPLANATIONS OF RATRNGS REFER TO THE STOCK RATING KEYS HOCATED ON THE BACK PAGE.

Buoys Coptol nd/ort oot makes o morke ot grides ity s he s of DPL ..
Bareloys Capital and,/on an cffiata held o short posiiion of at least 1% of the eutstuading shase capiint of OPL {nc..
Budeys Copital and /or an ofiate trods cegularly in the shaves of DPL Inc.,

Rasks Whith May Impeda the Achisvament of the Prica Targat: Risks to the outlook indds wholssols commedity piices, genaration development macke? conditions, the outcorma of segulotory
proceadings, taling agency octions, Inberest etes, ood oocess e tha copitnl madkets.

L ]
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Utilities

imporlant Disclosures Conlinued:

NV Energy, Inc. (NVE) - US$ 10.66 (09-Jul-20069} 1-Overweight / 2-Neutral
Raiing ond Price Target Chart; :

NV ENERGY INC.

A3 of 07-Jul-2009
20,00 . . . Currency = USD
1a.00
18.00
14,00
12.00
10.06
8.00 -
a'm L) T T 171 1 T T 1 T T 1 T 1 T T T ¥ 1 T T Tt ¥ T T T 1 T T T 1 Ii
08 1008 41-07 407 707 1007 1-8 403 708 1008 100 408 709
—— Closing Piice A Prca Target
® Recommendalicn Change X Drop Coversge
Source: FaciSel
Cumency=UUS5
Pats Closing Piice Rating Prica Targe Date Closing Frica Rating Price Target
Dihpe0? b 25 1300 12Feb 08 14.57 16.00
00048 9.89 | 1 -Dvenweight 1(Hlec? 17.20 18,00
75408 na 14.00 100ecl7 17220 | 3 Eovol weight
308 1271 15.00

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

Beechoys Copitol ond,/or Lehman Broshers Inc. and/or ane of their afffiates has maraged or comanaged within the pest 12 menths o 144A and/or public offesing of securites for NV Energy, Inc..
Barcloys Capital and/or on afiinte makes u market or providas iguidity in the secifies of NV Energy, lnc.,

Bascleys Capital and /or Lehmen Brothers fnc. cnd ot ane of thelr affliatys has received compensation for ivestment bonking services fiem NV Energy, fnc. in the post 12 months.

Bauclays Comitl ond/or an offiiate rode cegrlarly in the shares of NV Energy, Inc..

Bortlays ool and /ot Lehencn Brathers Ine. oodfor one of their offibiotes hos received nenimvestouent bording reloted compensttion frorn Y Energy, Inc. witkin the lost 12 months,

WY Eneegy, Inc. I o during the past 12 manths bes been oninvestment banking dient of Bordays Copited and/or Lehman Brothers tac. oeed/or ona of thelr afffiates.

1 Energy, Inc, is or during the ost 12 months hos been o nonivestinen banking dient {secuilies reluted senites) of Burdays Copitolend/or Lehman Broshers Inc. and/or one al thelr offiates.

1 Ererny, Tnc. is of ing the fast 12 manths fias been @ nominvestment bonklng diant {non-secwities reloted services) of Burclays Capital and /or Lehman: Brothers Inc. ond/or ong of their offfistes.

Risks Which May Impade the Achievement of tha Pifce Toigat: Kisks fo the ouffock indude wholescle commodity prices, genesafion devalopment market conditions, the eutcoma of regulatery
proceadings, tting ogency oefians, interest retes, ond occass to the copitof matkels. '

T
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Unilites

important Disclosures Conlinued:

Wisconsin Energy {WEC) Us$ 40.87 (09-Jul-2009) 1-Overweight / 2-Neutral
Rating and Price Targst Chart;

WISCONSIN ENERGY CORP.

A3 of 07-2uk-2000
5500 . c‘urenq-USD‘
54.00
5zooj
50.00
-w..ooJ
48.00 .
44,00
42.00
40.00 .
39.00 -
38.00 -
L S —
706 1006 1-07 407 707 1007 1.08 408 .08 1008 109 408 7-08
— Closing Prica A Prica Target
& Recommendation Change X Drop Covarage
Soums: Faciset
Comeney=1155
Date Chosing Price Rofing Price Torgat ! Dats Closing Price Rofing Prica Toegat
D609 3740 A7.08 D4-Sep07 45.50 50.00
1708 313 43.00 045ep07 4550 | 1 {verweight
04Feb 09 45.38 51.00 Olugl? 43.44 47.00
30ect 41.5¢ 4200 0107 48.78 51.00
300008 43.80 4760 08Med? . 47.67 49.00
295ep08 4532 52.00 DBEebd? 48.26 5000
(08:4ey08 48038 53.00 05Feb7 4748 4900
294008 46.3! 52.00 20Decb 4754 - 48.00
120a07 4.1 ) 54.60 260004 46,38 4600
19-Sepd)7 C 453 51,00 07Aug0é 42.3% 4300

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

Barduys Copital and,/or on offiliots makes & marke? or providas Sepidity in tha sequrities of Wisconsin Energy.

Bardays Copitel andfor Lehmen Brothers Inc. ond//or one of their offfiotes has teceived compensofion for irvastment banking servites from Wisconsin Enecgy in tha past 12 months,
Bordoys Copital and//o¢ an aifliats troda reguladyin the shores of Wisconsin €nesgy.,

Wisconsin Energy 5 of duing the past 12 morihs hos been an investment boaking chent of Borclays Capital ond//or Lehrwon Brothers Inc. ond /or one of Hels affliates.

Risks Which May Impeds the Achievemant of the Prica Target: fisks that could afect the comporey inchuds: time end budget axeation of the *Power the Futurs™ genesation plon, Wisconsin
regulation, snd interes! rates.

A
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Utiliiias

Important Disclosures Continyed:

Sector Covaroge Univarse

Beluve is the fist of compenias that censifulo the sectr tovatngs uriverse:
Allint Energy-fLT)

CAS Energy {CAS}

DPL fuc. {BFL)

Ouke Energy (OUKG

Hawaton Electric Tnds (HE}
Wisauece, lnc. §11)

NSTAR (ST

Pepcor Holdings {PORN

Pinocle West Capital {PH)
Portand General Bectric Co. (POR)
Semptn Eneagy (SRE}

TECO Energy (T0)

Wiscorsin Eneagy (WEC)

lll:r:;!:ys Copito] officss invalved In the production of Equity Research:
n

Americon Electiic Power (AEP)
Consolideted Edison (ED)

{TE Energy (OTE)

Great Plains Eaeegy Inc. (BXF}
T Holdings {IT0)

Northeast Utlities NU3

WV Enexgy, Inc. {NVE)

PGRE Conp. (PCB)

PN Rasourcas (PHAY
Progress Enesgy (PGM}
Southem Co. (50}

Westar Energy (WR)

Xeel Enecy 0L

Bordays Capirl, the vestment borking division of Bardoys Bonk Pk (Bordays Copitel, London)

New York

Barddays Capito] tnc, {8C1, Hew Yodd)

Tekyo

Barcloys Cagital Jopen timited {BCHL, Tokyo)
Sdo Poulo

Bonco Bordiays S (3BSA, Sae Pavto)

Mentioned Compary Ticker
Amegiton Elechric Poswer AR
5 Energy (s
DPE Inc,” DRL
WY Energy, nc. NYE
Wisconsi Enaigy WEC

Piia Piice Date
0552359 09 ol 2000
Uss1is 09 Jul 2009
1552230 09 Jul 2009
“UsS 1066 09 Jul 2009
Uss 40.87 09 Jul 2009

Stack / Settar Rafing
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United States: Utilities: Power - Electric Sachs =
Utilities

Powering On: Tilting to commodity oriented utilities and IPPs

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

Dlmmrng th .ughls. Dawngmd‘ng
autperfonwunca and wazk dema

We upgrade RRI Energy (RRI} to Conviction Buy, as the moast un-hedged
name in our universe. We also reiterate our Conviction Buy rating on
large-cap nuclear generator Entergy {ETR) and remove small-cap Great
Plains Energy (GXP) from the Convigtion List, although we maintain our
Buy rating. We downgrade Portland General (POR) to Neutral from Buy
due to recent share price performance and concerns about 2010 guidance.
Since being added to Americas Buy List on August 17, 2009 POR is up I * oo IR A
5.7% and since being to the CL Buy List on the same date, GXP is up 4.9% | ‘Jomodmmatasn ~2e0 - - cLse 340 . 38 <
vs. the XLU up 2.8% and the S&P500 up 8.5%.

Industry context and estimate changes

As weather-adjusted electricity demand declined 4%-5% YTD and
industrial demand decreased over 10%, we now expect YoY comparisons
for power demand to improve as GDP and industrial production accelerate.
We revise our demand forecast slightly for 2010, from 0.6% to 0.4%, due to
our new bottoms-up versus top-down demand forecast, but still expect a
pick-up next year in industrial and residential demand.

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

Catalysts and risks

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

Michaal La pi The Goldman Sachs Group, Inc. does and seeks to do business with
12 357-53971 michael.lapides@gs.com Goldman, Sachs & Co. companies covared in its %search reports. As a result, investors should
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2128 6967| jaiogep.malik@gs.com Coldman Sachs ingia SPL the objectivity of this report. Investors should consider this report as
2ac nnll_gﬁ smglé?actor in mak:n?l their investment decision. For Reg AC
mz) 357-2399| 28c hursti@gs.com Goldman, Sachs & Ca. cation, see the end of the text. Other important d:sclosures follow
Neil Mstita the Ri A ce catmn. or go to www.gs.com/research/hedge.btml.
(212) 357-4042 | neil.mehtadgs.com Goldman, Sachs & Co. Analy. mplo |t¥|n°n S affiliates are not registered/qualified as

research an with FINRA in the U.S.
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Portfolio Manager Summary - Own utilities, given improving
fundamentals, relative under-performance and valuation

The broader utilities sector, especialiy 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 dernand trend
comparisons and improving spot commadity 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 Utilitfes underperformed Exhibit 3: IPPs and Diversified Utilities underperformed

other commodity sensitive equities YTD...

share price performance, ytd
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Source: Goldman Sachs Research.
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After a painful 2009 YTD trajectory for electricity demand, we revise our forecast to
reflect a more bottoms up {versus top-down) approach - projecting consumption
across the industrial, commercial and residential classas. 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 .6%-0.7% change in glectricity demand.
Entering 2009, we remained bearish on electricity demand fundamentals and therefore
consensus estimates — our bearish forecasts still understated demand, as GDP weakened
and industrial production collapsed. A GDP-based top down forecast holds long-term

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

s 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 &,
determining that forecasts for Industrial Production maintain a greater statistical
correlation than GDP forecasts in terms of assessing MWh sales to industrial
customers. Similarly, metrics tied to unemployment rates and total fixed
investment - albeit as lagging indicators — drive sales to commercial customers.
Weather drives residential demand growth, historically at 1.5%-2.0% annually,
with minimal signs to date of efficiency gains on a national scale, although some

ievel 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 wili stabilize, with QoQ and then YoY comparisons improving.
Demand for 2H2008 should decline 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 1.6%-1.7% even with slight efficiency gains included, with
sales to commercial customers presenting the biggest near-term risks

For merchant generators, improving demand fundamentals and spot commodity
prices over the next 6-12 months should lead to multiple expansion. We raise
multiples on pure-play IPPs in our universe - NRG Energy and RRI Energy - 1o reflect
improved sentiment and the significant FCF generation likely in a $5.50-$7/MMBtuy natural

Goldman Sachs Global Investrment 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 1n 2010.

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

screen less attractively than small/mid cap regulated stocks, with less upside to 1arget
prices.

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

Given recent performance and gcongerns 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.

Golgman 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 YoY real GDP growth, as detailed in Exhibit 4. Over time, every 1%
change in GDP growth drove a 0.6%-0.7% change in electricity demand. We entered 2009
assuming & 1% YoY decline in weather-normalized demand, driven by an expected 1.6%
decline in reat GDOP. However, real GDP decelerated faster than expected, down 3-4% in
1H2009, but the historical correlation with power demand “broke down™ in TH2009, 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 a 0.6-0.7% change in electricity demand...
yoy power demand and gdp growth (1975-2007)

Exhibit 5: ...but, the historical 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 dislocation of GDP-to-electric sales from this historical
trend to the steep fall off in industrial electricity demand. The industrial customer class
represents a disproportionately high share of total electric consumption relative to
industrial-related activity as a percentage of the total economy. Therefore, the recent sharp

fall off of in usage by industrial customers appears to be understated in a GDP-based
model.

A top-down model approach remains relevant, particularly as a sanity check in more
normal GDP environments. As industrial demand normalizes in 2010 and 2011, we
expect electricity dernand to converge with its historical relationship with GDP. Weather-
adjusted demand growth under a US reat GDP forecast of 2.0% in 2010 would be 1.25%
under our top-down mode! — a modestly higher outcome near-term than our new model
approach (discussed below) derives — and 1.56-2% in 2011 and beyond, given a long-term
real GDP growth rate of 2.5-3%.

Goldman Sachs Global investrent 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 2 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  below, after assessing a variety of
factors and variables for industrial MWh demand, industrial production assumptions —
and not GI?P - emerge as the most highly correlated. For commercial demand, total
fixed investment and unermployment drive our bottoms-up approach and show continued
tisk in demand for this segment, while a more basic trend analysis, incorporating
efficiency gains, remains the best method for estimating residential demand.

Exhibit 6: Industrial production is the key driver for industrial electricity demand, while total fixed investment and
unemployment rates are among the best predictors for commercial demand
correlation of various macroeconomic statistics to customer ¢lass-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 YoV impact of weather, as detaited in Exhibit 8.

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

weather-normalized YoY demand forecasts
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Exiting Demand Bottom Steady Recovery Return to Normal
Industrial sales improving Residental and industrial Return to long-run growth rate of
significantly, driving us out of sales are positive Yo, while 15-17%, with commercial
the cyclical bottom in demand commercial to remain weak demand growth outpacing

industrial and residential sales

Source: Gofdman Sachs Research, EIA, GS Global ECS Research,

Exhibit 8: We normalize for weather impacts in our electricity demand forecasts, driving
various regional forecasts and a national forecast of +0.4% YoY in 2010
2010 weather-normalized dermand by EIA region

[
+ 1.0%

MOUNTAIN

Source: Goldmar Sachs Research, EIA.

Ge'dman Sachs Global Investment Research
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Industrial MWh sales should increase in 2010 with a rebound in Industrial Production,
but longer-term trends in industrial MWh sales remain challenging. As shown in
Exhibit 9-10¢ below, industrial MWh sales appear highly correlated with Industrial
Production {IP) with an R-squared of approximately 67%. IP declined approximately 13% in
2022009, leading to a significant downtick in industrial electricity demand. The Goldman
Sachs Global ECS team projects a robust IP recovery in 2Q-402010, likely leading to an
increase of 1-2% in electricity consumption by industrial customers. However, in a more
normalized production environment post-2010, we believe industrial electricity demand
will once again lag other customer classes, as we believe it takes at least a YoY 3.7%
increase in IP (above historical trend) to drive just @ 1% increase in industrial MWh sales.

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

backtest of industrial production-based forecasting
methodology to industrial electric consumption

L
100% - - Backtest: Industrial Production to Industeial Electric prion, (2 =479
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Exhibit 10: However, it takes above trend US production
growth to drive a just 1% increase in industrial MWh
sales - a long-term risk to industrial demand

correlation between IP and industrial sales

Industrial Production (X} to Industrial Sates (Y}

10%
5% %

5% 10%

y=0.7133x - 0.0165
-20% R* = 0.6742

Source: Goldiman Sachs Research.

Source: Goldman Sachs Aesearch.

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 commergial customers. Long-term commercial
demand growth will likely outpace growth rates for industrial and residential customers,
but risk exists for 2010 expectations, as continued high unemployment and below-trend
investment levels will weigh on demand from this segment. We expect a YoY increase in
weather-normalized sales to commercial customers of 0.9% versus a historical growth rate

closer to 2.5%.

Goldman Sachs Global Investrnent Research
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Exhibit 11: We use a 50-50 blend of unemployment ...
backtest of unemployment rate-based forecasting
methodology 1o commercial electric consumption

e,  Badetest Unemployment Rate to C fal Electric Consumption (¢ = 48%)
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Exhibit 12: ...and total fixed investment to drive our
commercial customer class MWh demand forecasts
packtest of total fixed investment-based forecasting
methodology to commercial electric consumption

s "Batksest: Total Fixed to C ial Electric C ption (= 58%)
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Source: Goldman Sachs Research.

Source: Goldrman Sachs Research.

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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Source: GS Global ECS Research, Goldman Sachs Research.

+

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 assurne 1.9% growth for 2011/2012. This incorporates a rough estimate for
efficiency gains — gains we incorporate to reflect the significant spending brought by the
American Recovery and Reinvestrnent Act. We note that usage per residential customers,
especially over the last 5-10 years, continued to increase, not decrease, $0 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,
s0 upside to our demand growth forecasts exist if efficiency gains do not materialize

annual MWh usage per residential customer
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Source: Goldmen Sachs Research.

Utilities in the Midwest, the South and the Plains states should benefit in 2010 as
industrial MWh sales respond to higher industrial production levels. In our universe,

on 2007 estimates, Conviction Buy-rated ETR and Buy-rated AEP remain among the most
levered to electricity sales to industrial customers, given a greater proportion of total sales
to this segment, as highlighted in Exhibit 15 below. We note companies with sizable
exposure to commercial customer demand - ingluding 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 utilitizs, even though they
maintain sizable exposhre 1o the commercial segment, maintain rate structures that

include decoupling from demand, thus significantly iess exposed to demand trends overall.

Goldman Sachs Global Investment Research

0 -
ATTACHMENT E - 10



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

Exhibit 15: Amaerican Electric Power and Entergy are among the most levered to industrial
demand, while NSTAR is among the most commercially-exposad
2007 custorner class breakdown by regulated utility segment
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Source: SNL.

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
detatled above and summarized in Exhibit 16 below, we revise our electricity demand
growth assumptions, impacting EPS estimates for regulated segments prior to rate case
adiustments 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).

Goldman Sachs Global Investrment Research
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Exhibit 18: Old versus new demand forecasts
weather-normalized YoY demand forecasts

. Weather-Normal. YoY Nat'l.--
 ‘Demand Forecasts (%) .
. Qld =L New k| Differ
3Q2009- | 00% | -29% | -29%
4Q2009 | -0.3% -2.2% -1.9%

1Q2010 | o06% | -06% [ -1.2%
202010 | o06% 0.0% | -0.6%
3qz010 .| 06% 0.8% 0.2%

4Q2010 -] 0.6% 1.3% 0.7%
FY2010 ‘| 0.6% 0.4% 0.2%
FY2011.- ¢ 1.5% B
FY2012: 3 - 1.7%

Source: Goldman Sachs Research.

For Diversified Utilities and the IPPs, we also make modest changes to power price
forecasts. In addition to revising demand estimates for regulated segments, we also
implement minor power price adjustments in the Midwest and industrial portions of the
Mid-Atlantic/Northeast. Natural gas prices continue to drive power price assumptions - as
forecast by the Goldman Sachs E&P research team, we continue to expect a significant
uplift in 2010/2011 power prices, driven by higher natural gas levels. Among commodity
levered names, our 2010 forecasts differ significantly for Sell-rated Ameren (AEE)} and for
Buy-rated Exelon (EXC), although we recognize that a large portion of the upside inherent
in EXC remains tied to eventual implementation of carbon regulations, as detailed in our

June 25 note, “Carbonomics: Measuring impact of US carbon regulation on select
industries.”

Exhibit 17: Old versus new commodities forecasts

A awnoi. =~ [ L HenryHowGasT|  [SCAPPCoal | [PRBiCcal]

[*new T.-old.] [ new. | oid- ] [unchanged | [unchanged]

3Q 2009E $67.00 $65.00 $3.40 54,00 $50.00 $10.50
4Q 2009E $77.00  $7T0D.00 $4.00 $4.50 3$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 20108 $90.00  $30.00 $5.50 $5.50 $55.00 $12.50
40 20108 $100.00  $8G.00 $6.50 $6.50 $55.00 $13.00
FY 2010 $30.00  $80.00 $5.50 $5.50 $E5.00 $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 3$85.00 - $6.50 $6.50 $70.00 $13.00

Source: Geidman Sachs Research.

We forecast significant FCF yields for the IPPs, providing opportunities for debt reduction,
buybacks, or growth. Based on our commodity price forecasts and capital spending
estimates, we expect from 2010-2012 RRI will deliver FCF/sh of $0.86-$1.18 and NRG will
generate FCF/sh of $3.84-2.40, representing average FCF yields of 17% and 12%,
respectively. This 2010-2012 free cash fiow equals roughly 51% and 38% of the current
market capitalizations for RRI and NRG, or 48% and 30% of their respective debt

12
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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

Averagd’

$1.48
FCF Yield 12.3%  235%  150%  16.9%

NRG -
FCF/share $3.8¢  $319  $330  $3.44
FCF Yield o 144%  11.7%  121%  127%

FCFishare $0.86 164 $1.04

Seurce: Goldman Sachs Research estimates

Exhibit 19: GS EPS estimates versus consensus forecasts

L e e oo

GS EPS sstimates versus consensos - - T S
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R - targe Cap Regulated v St

5% $2.9y 3303 % $3.33 322 3%
$1.11 521 A% $1.17 $1.30 -10% 5130 $1.38 4%
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$4.11 5480 -11%
3555  $555 %
a-:,—i“.{':*'-':m o

TR - 1

5272 9%
£ os2as sz aw G
ETR * 3850 3652 0% f
B omeez  sapd a%
- A T
1 448 $453 A%

51.86 $294 37% 5234 5272 -t4% $225 3233 4%
$132 % 3 $1.27  $1.54 T% 1 §1.25  $1.85 -26%
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Indepéndent Power Producers.
' S -

2010 - - - 011 > T,

'EHVTDA EBITOA. "% Gh - < EHITDA EBITDA % Ch
§2620 2358
CRA T 548 3151 -2% $180 5183
RRI 5341 3331 $587 3582

$2.513 52467 2%
5248 $223 1%

Source: Goldman Sachs Rasearch estimates, Factset.
Note: EBITDA estimates are Adjusted EBITDA, not GAAP EBITDA.
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‘We upgrade Independent Power Producers to Attractive and
remain Attractive on commodity oriented Diversified Utilities

As power demand and commodity prices improve, IPP multiples should continue to
expand - and we upgrade RRI Energy from Netrtral to Conviction Buy. lmproving
natural gas prices, power prices and electricity demand all shouid support and enhance
valuations for merchant generators and the merchant generation segments owned by
Diversified Utilities. We raise multiples on pure-play IPPs in our universe — NRG Energy
and RRI Energy - to reflect improved sentiment and the significant FCF generation likely in
a $5.50-$7/MMBtu natural gas price environment. Applying a 7.0x multiple on these
predominantly base-load generators remains sormewhat below historical mean/median

levels of 7.25x-7.5x, reflecting improving, but still below trend electricity demand growth in
2¢10.

Exhibit 20: Base-load IPPs still trade one standard deviation below their LT mean despite
recent multiple expansion

3YR forward EV/EBITDA muitipies of base-load IPPs [NRG, RRI, MIR) on consensus estimates

14X 4
12X 4
10X 4

8x 4

8X

£

3-year rolling EVIEVEBITDA
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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
dermand improvemenits, (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 {#) coal-to-gas substitution.  We continue to focus on 1H2010 gas prices as a key
driver for FY2011. Assuming gas prices stay below $5.00/MMBtu Henry Hub gas in 1H2010,
our E&P team forecasts a normalization of gas storage in 20/3Q 2010, leading to tightness
and a spike in prices during Winter 2010-2011.

Goidman Sachs Global Investmnent Research
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Exhibit 21: Near term storage data could turn bullish

Exhibit 22: ....and further rig count declines should lead
natural gas storage

to $6+/MMBtu gas beyond 2010
US natural gas rig count
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Source: Goldman Sachs Resesrch estimates, US DOE Source: Baker Hughes

Within our universe, RR] maintains the most sensitivity to changes in commodity
I prices, although others maintain sizable commodity leverage. As highlighted in
Exhibit 23 below, RRI Energy maintains the greatest exposure to natural gas and power
prices, given minimal hedges for its generation output. Above-market coal contracts
' weigh on 2008 significantly and have a modest impact on 2010, but roli-off by 2011.
Diversified Utilities also maintain sizable exposure to natural gas and power prices, with
hedges rolling off at different times for each — Allegheny Energy (AYE) remains
l significantly unhedged for 2011, while few maintain hedges beyond 2011.

Exhibit 23: RRI and NRG remain the most sensitive to a $1.00 change in Gas, AYE is most
sensitive Diversified Utility

EPS Sensitivity to + or - $1.00/mmbtu of natural gas in 2010,2011

- EPS sensitivity + or - §1.00/mmbtu of Natural Gas
! Fe AT - . - ! )
P * . 2010 - -
|indepent Power Producers =", -~ .. .~
NRG 12%
RR! 167%

Average 90%
|Diversified Utilities - .~ - =2 03 oo o .
AEE 4% % 10%
AYE 9% 23% 37%
EIX 10% 13% 15%
ETR 3% T% 1%
EXC 2% % 26%
SRE 1% 1% 2%

Average 5% 10% 17%
*Our "basa-case” implies our E&P Team's forecast of $5.50/mmbtu in 2010 and
$7.00/mmbtu in 2011

208%
36%
122%

Source: Goldman Sschs Research estimates.

Goidman Sachs Global Investment Research
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We raise estimates for RRl and increase target prices for IPPs, upgrading RR) to CL
Buy, with around 30-35% upside in both RRI and NRG. We continue to apply a sum of
the parts valuation methodology for IPPs and the IPP segments within Diversified Utilities,
now utilizing a 7.0x base-line EV/EBITDA multiple on average 2011/2012 EBITDA, then
making adjustments for expected average FCF yields, returns on invested capital,
anticipated carbon impact, and broader attractiveness of regional markets. For RRI, we
increase estimates to reflect lower than previously forecast coal costs for its Seward unit, a
waste coal facility competitively advantaged due to coal that costs roughly half the cost of
traditional Appalachian coal. We lower our 12-month, DCF based, price target on Neutral-
rated ORA from $43 to $41, on (1) lower forecasted backlog, (2] lower gross margins
forecasts, and {3) lower power prices in Hawaii, implying 5% upside.

Exhibit 24: We upgrade RRI from Neutral to Buy and remain buyers of NRG
SoTP Valuation of IPPS {3mn unless per share estimates)

Average 2011-2012 EBITDA $560 $2,434
Baseline EV/EBITDA Multiple 7.0x 7.0x
Adjustments to Baseline Multiple
Attractiveness of Regional Markets 0.0x -0.3x
Carbon Exposure -1.5% -1.0x
Returns on Capital 0.0x 0.0x
Free Cash Flow Yield 1.75x 1.25x
Target EV/EBITDA Multiple T.2x 7.0x
Enterprise Value $4,056  $17,019
Net debt : $1,053 36,485
Equity Value - Generation & Other Non-Utility $3,002 $10,266
LCurrent Diluted Share Gount 351 275
Equity Value per Share - Generation & Qther Non-Utility $8.56 $37.33
Target Price per Share $3 $37
Current Share Price $6.98 $27.20
Dividend vield - 0.0% 0.0%
Total Return to Target 29% 36%
Carbon NPV, $/sh $ 2 $ ®
Generation Returns on Capital 2011-2012 34% 57%
Generation Free Cash Flow Yield 2011-2012 19.2% 11.9%

Source: Goidrman Sachs Research estimates.

Multiple expansions will also benefit Diversified Utilities, as we forecast improving
valuations for their non-regulated subsidiaries and regulated segments. We value the
“parts” of Diversified Utilities using two methodologies: (1} P/E metrics on regulated
earnings power, and {2) an EV/EBITDA multiple on the non-regulated merchant
generation or IPP segments, with adjustments for (a} returns of capital, {b) free cash

flow, (c) exposure to potential carbon regulations, and {d} attractiveness of regional
markets.

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

Utlity 2012 EPS T R G

$3.48

Applied Targe PE Multipie 10.0x  10.0x 10.5% 10.5x
Utility Equity Value per Share $24 $14 $36 $11
Avarage EBITDA on Generation (2011-2012) 410 $680 5849 §3,604
Other 2011-2012 EBITDA s0 $0 {$30) {$102)
Total Generation & Other Non-Utility EBITDA $410 %690 $81%  $2,502
Baseline EVEBITDA Multipie 7.0x 7.0 T T.0%
Adjustments 10 Baseline Multipie
Attractiveness of Regional Markets 0.8x  -1.0x -0.3x -0.5x
Carbon Exposure - -1.3x =0.5x 0.2x 3.7x
Retumns on Capitat -0.3x 0.5x 0.0x 0.3x
Free Cash Flow Yield 0.35% 0.Bx 0.0 3.0
Target EV/IEBITDA Multiple 4.5x 6.8x 7.0x 10.6x
Enterprise Value - Generation & Qther Non-Utility $1,836 $4,675 $5,699 536,661
Generation & Non-Utility Net Debt 51,682 $1.795  $4.942 $3.140
Equity Value - Generation & Other Non-Utiity $153 52,880 $757  $33,521
Current Dituted Share Count 214 170 327 659
Equity Value per Share - Generation & Other Non-Utllity $1 $17 52 $51
Target Price per Share $25 $31 $39 $62
Cusrent Share Price i $25.74 32606 334.01 $30.12
Dividend yield BO%  2.2% 3.8% 4.2%
Total Retum to Target 3% 17% 19% 28%
Carbon NPV, $/sh -52 -$2 $1 $20
Generation Retumns on Capital 2011-2012 29% 87% 3.6% 8.0%
Generation Free Cash Flow Yield 2011-2012 -08% 7.3% 1.1% 0.1%

CL Buy rated Entergy target price is $101/sh, white Neutral rated Sempra target price is $5%/sh

Source: Goloman 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
histarical tevels on Price to Book and on longer term (2012) P/E multipies, multiples on FY2
screen less attractively. More importantly, upside on average in the sub-sector remains
tilted toward smaller/mid cap names versus the large cap stocks, driving our sub-sector

downgrade to Neutral. Dividend yield spreads remain attractive, but few sector-wide
catalysts exist.

Regulated Utilities currently trade near long-term historic average P/E multiples on
2010 estimates. As shown in Exhibit 27 below, Regulated Utilities currently trade near
12.0x on FY2 or 2010 estimates, versus long-term average leveis 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 Wtilities currently trade inline
with the historic average of 13.2x on FY1 consensus
estimates

Jan 1, 1990 - current

Exhibit 27: Regulated Utilities currently trade betow the
historic average of 12.5x on FY2 eonsensus estimates
Jan 1, 1890 - current
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l Regulated Utilities trade slightly helow average Price to Book levels and equity issuances
in 2010 are not a major overhang. As detailed in Exhibit 28 below, Regutatad Utilities

ristorically traded at Price/Book multiples on average near 1.3-1.4x, with group levels
currently near 1.2x. Removing the 1970s trough period, the historical Price/Book level

' appears cioser to 1.5%-1.6x, implying reguiated names trade only slightly below historical
levels, as outlined in Exhibit 28 below. Since we do not expect significant equity financing
needs over 2010, with only a handful of companies likely issuing shares versus a broad
wave of issuances in 2009, Regulated Utilities could close this gap on a Price to Book basis,
although many key names already have done so.

Exhibit 28: Regulated Utilities currently trade below Exhibit 29: Companies like GXP and NVE trading below
historic P/B average of 1.3x — which includes the trough
period of the 1970s
Jan 1, 1975 - current

book provides opportunities for mean reversion
Percent premium/{discount} to book value
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Source: Factset, Goldman Sachs Research estimates. Source: Factset Goldrman Sachs Research estimates.
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Relative to treasury yields, regulated names and the broader group appear attractive.
The Goldman Sachs Global ECS team forecasts lower interest rates over the next 12-
months, with 10-year Treasury yield expected to decline from the current levels near 3.5%
to approximately 3% through 1H2010, as shown in Exhibit 30. Under this scenario, the
average dividend yields of Regulated Utilities appear attractive versus the near-term
expected 10-year yield. Historically, for Reguiated Utilities, lower dividend yields implied
higher share prices. As detailed in Exhibit 31, the spread between the dividend yield and
the 10-year yield is at a historic low, versus the long-term average of 0.23. We believe that
the current spread levels provide a potential for mean reversion, resulting into lower
dividend yield for the Regulated Utilities and implying upside to share prices.

Exhibit 30: Low 10-year Treasury yields mdlcate share
price upside for Regulated Utilities

Yields, 10-year Treasury note and dividends on Reguiated

Utilities

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

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

[Grong M Gl DR
v a8 and 10-yewe

SN —
o

[Exoectnd 10-ram ymeds s
\ 1% raae sty

SRV AN |

1

_ %
!.’ L

Spraad, 13 yost ekl Diviend Yiekd

250

£

WP ff”‘“ff"ff’fﬁ%"f’f 2

-~ Divelare! iekds

< v
e Treavay ye S #""fd;""@"'&"“ T %ww‘ o W‘*#ﬁ

Source: Factset, Goldman Sachs Research estimates.

Saurce: 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 axpect 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 |ess volatile earnings growth profile, with a 5% decline in 2009 given the
weak demand fundamentals in 1H2008, 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 improvemnents and therefore potentially overstating the relative valuation of
Regulated Utilities.

Goidrnan Sachs Global investment Research
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Exhibit 32: We expect Reguilated Utilities to post 12%
CAGR growth in EPS...
Annual forecasted EPS growth, 2009E-2012E

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-2012€
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Source: Goldman Sachs Rasearch estimates. Source: Goldman Sachs Research estmates.

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 vatuing Regulatad Utilities, a blend of dividend discount made! 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 incraase our baseling target P/E multiples
for Regulated Utilities to reflect improving fundamentals for the group. We also apply &
differential in target multiples for the two sub-groups: large cap and small/mid cap

regulated utilities— to reflect the historic premium exhibited by the large cap regulated
utilities on long-term earnings power.

s Onlonger-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
reguiated utiiities trading at a note worthy premium to its smail/mid cap
peers on longer-term earnings power. We expect this pattern to hold
going forward, and aiter our F/E based valuation methodology by

introducing a 5% differential between the targst multiples for the two
groups.

Exhibit 34: Yearly comparison of the trading multiples for jarge cap and small/mid cap
Reguiated LHiilities, on FY3 gonsensus estimates
Over years 2005-2009

stargecap. . -Smallcap. . - -Prel(disc
14.2x 13.3x T%

14.2x 14.1x 0%
14.6x 13.0x 13%
12.0x 114 8%
10.4x 9.6x 8%

- Source: Factset, Golodman Sachs Research estimates.
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« Our new target prices imply a 12% average upside from current levels
for Regulated Utilities. As shown in Exhibit 35, we value regulated
utilities using a 50/50 weighting on: {1} P/E multiples for longer-term
regulated earnings power, and (2) a DDM model. Given the improving
demand fundamentals and historic trading patterns, we increase our
expected base-line P/E multiple from 9.0x to 10.5x for large cap group and
10.0x small/mid cap group, a 5% valuation differential between the two
sub-sectors, While we increase the P/E side of our valuation, we maintain
our DDM mode! which incorporates a 2.5% terminal growth rate, roughly
in ling 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
Qur price target methodology

10.5x - Large caps 9.0% cost of equity
10.0x-Smaliimid caps 2.5% terminai growth

Source: Golgman Sachs Aesearch. -

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

- DDM Current | Total Retum, Muttiple P/E-Based | Total Retumn,
Ticker  Rating = 9/28 Close Vajue Yiald DODM Only 12012 EPS  Applied Value PIE Only
Lame-Cap
Amarican Electric Fower  AEF Buy 31,13 538 53% % $345 10.5x 538 2%,
Consalidated Edison ED Sell $41.40 $39 57% 1% $3.45 10.5x $36 %
Duke Energy DUK Neutral $15.83 $15 58% 2% 1 10.5x $14 H%
PG&E PCG heutral 84091 $43 4 1% 10% 02 10.5% §42 ™
Prograss Energy PGN Neutral 539 60 $43 6.3% 14% $3 55 10.5x $37 0%
Large-Cap Mean 54% 1% %
Large-Cap Median 57% To% o%
| Mid & Small-Cap
Claco CNL Neutral $25.10 526 3186% % %239 10.0x 82387 1%
El Paso Electric EE Neutral 51784 20 oD% 12% $2.10 10.0x 521 18%
Graat Pleing Eneegy G¥Xp < Buy $18.17 22 4 6% /% $2.13 10.a% §21 %
Nertheas! Uiiities NU Neutral $23.99 $28 4.0% 19% $251 0.0 525 8%
NSTAR NST Sal %3209 532 4.7% 3% 5255 10.0x $26 -18%
NV Enérgy NVE Neutrai 51159 515 3.5% % $1.41 90x $12 13%
Portland General POR Neutra 32007 524 51% 2% 220 10.0x =2 15%
SCANA 8CG Neutral $35.30 $42 53% 24% §3 80 10.0x 8 13%
Westar WR Neutrai 519.80 $24 80% 28% $218 10.0% §22 17%
‘Wisconsin Energy WEC Neuira $4541 549 3% A% ) 1002 346 5%
Z 4.0% 19% (]
4.3% 21% 13%
4.5% 8% ™
Requiated Ltiities Median 4.7% 4% 8%

Sourca: Goldman Sachs Research estimates.
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As investors begin to gain visibility on the improving power fundamentals in 2010, we
believe mu‘ItipIes will expand for Regulated Utilities and the regulated segments
within Diversified Utilities. We utilize a dua!l approach for valuing Regulated Utilities,
applying a 50% weighting to our dividend discount modei analysis {assuming a 9%
cost of equity and a 2.5% terminal growth rate} and a 50% weighting to P/E multipies
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 regulated name, while affirming our Conviction Seli rating
on Con Edison (ED). AEP trades at a 16%-18% discount on projected 2010-2012
earnings power and provides an attractive dividend yield. We maintain our
Conviction Sell rating on Con Edison given (1) relative valuation, (2) a
projected $400mm equity issuance, which is at the high end of management

- guidance, and which we believe is imminent, and {3) unimpressive earnings
growth. :

We reiterate our Buy rating on Great Plains Energy {GXP), but remove it from the Conviction Buy list, and
downgrade Portland General Electric {POR) from Buy to Neutral. We believe GXP trades at a substantial discount
to peers on LT normalized estimates despite its top quartile earnings growth trajectory. We downgrade POR

because we remain (1) below consensus estimates on 2010, and (2) see a better a better opportunity in CL Buy-
rated GXP.

Goldman Sachs Giobal investment Research
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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: Multipie companies within our universe — both amang
Reguiated 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 outlocks. We expect many Regulated and
Diversified Utilities in our universe to introduce guidance at the Edison Electric
Institute’s (EEI) Conference in early November. Given our 2010 forecasts, we
anticipate guidance ranges for most companies reporting to be within the range of
consensus expectations, with only a handful of disappointments or surprises.

s 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 3Q2009 earnings season, our conversations with investors
suggest the buy-side is ahead of sell-side estimates in anticipating that weak
weather and commadity 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
foreca

EBITDAGS EBITDA Cons
FY2009Q3;,, FY09Q3

Source: Goldman Sachs Aesearch, Quantum.
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Risks:

Primary risks for utilities and power generators include (1) lower than expected power

demand or power pricing, {2} increased environmental spending, and (3) higher than
forecast financing needs.

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

+ Environmental capital risk - increased requirements for pollution controls to
reduce SOx, NOx or mercury emissions could drive higher spending or litigation
risk for companies with coal fired generation.

» Financing risk — Unlike when entering 2009, where we forecast a sizable level of
equity issuances for 1TH2009, we do not see a broader “wave” of equity issuances
in 2010, primarily due to company efforts to reduce spending levels, Higher than
expected equity financing needs or rising cost of debt would negatively impact
utility shares.

Exhibit 38: Among the large cap Regulated Utilities, ED Exhibit 39: Among the mid/small cap regulated utilities,
has significant equity financing needs over 2009/2010 there are faw with significant equity needs

Net equity issuances among large cap regulated utilities as a Net equity issuances among small/mid cap regulated utilities
percentage of market capitatization as a percentage of market capitalization
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Spurce: Goldman Sachs Aesearch estimates. Source: Goldman Sachs Research estimates.
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Goldman Sachs Global Investment Research

Appendix A: Sum of the parts valuation for Sempra Energy

Sempra Energy Sumn of the Parts Valuation

" -Segment | Multipler " T T - 7
. K Earnings or +Value " . ' . PerShare

et oo e e e 2 EAWN,_ - Applled  Metric Desc.’ | Value
California Utilities

SDGAE 2012E EPS $2.01

SoCalGas 2012E EPS 111

Total $3.13 10.5x (PIE) 533
Generation

2011/2012 EBITDA 274 7.0¢ (EV/EBITDA}

Implied EV $3,921

Debt $0

Equity Value $1,921 $8
Pipelines & Storage

2012 EBITDA Forecast $549 6.5x (EVEBITDA)

implied EV $3,569

Equity Value $3,569 $14
LNG

Cameron and Energia Costa Azul {DCF) $11
Commodities

Book Value, SRE Parion $1,600 1.0% (P/B) 1]
Parent/Other

Net Debt $3.179 ($13)
Total SoP Value

Source: Goldman Sachs Research estimates.
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Appendix B: One year forward EV/EBITDA multiples are extremely volatile
1 yr forward EV/EBITDA multiples of base-load IPPs (NRG, RRI, and MIR}
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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)
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Source: Goldman Sachs Research Estimates, Factset.
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Appendix D: Old versus new EPS and EBITDA estimates

Large Ca lated Utllities
American Elec Power AEP $2.85 §2.70 -5% $303 5299 -3% $339 3333 ~2% $347 5345 -1%
Duke Energy DUK 3112 3111 -7% 1.7 $197 0% $1.32 $130 -2% $1.34  §1.34 0%
Consolidated Edison ED 3303 $2.99 -1% $322 . 0% $3.31 B3N 0% $3.45 $3.45 0%
- PGAE PCG $308 $3.08 0% $345 §345 0% $381 $341 0% $402 84.02 0%
Progress Energy PGN $292  §2.88 A1% %305 8298 -2% 5331 $332 0% 3345 $355 3%
Large Cap Average -3% -1% 1% 0%
' Mid & Small Cap Requlated titilities
Cleco CNL $168 §1.64 -2% $214 214 0% $229 %227 ~1% $238 %239 0%
El Pasa Electric EE $1.40 §1.34 4% $1.34  g1.28 4% $1.52 5147 -3% 3210 3210 0%
i Great Plains Energy GXP $1.24  $1.17 5% $1.56 §1.54 -1% $2.07 20 0% $213 8213 0%
NSTAR NST $2.32 %233 1% 3226 §228 2% $249 5250 1% $253 $2.85 1%
' Northeast Utilities NU $1.78 $1.68 -4% $1.89 £1.85 -2% $202 $200 -1% $2.52 $2.51 -1%
Portland General Electric FPOR $143  $1.45 1% $1.66 $1.63 -2% $2.21 $221 0% $220 8220 0%
SCANA Corporation S5CG $285 285 0% $307 $298 -3% $335 $335 0% $382 380 -1%
! NV Ensrgy NVE $080 $0E9 -14% $103 3094 -5% $1.24 3112 -10% $1.42  $1.41 0%
Wisconsin Energy WEC $3.14 $3.05 -3% 53988 $4.01 1% $4.55 $4.13 -9% $460 $463 %
Westar Energy WR $1.75 5$1.45 -17% $1 80 $1.64 -5% $1.79 $157 -13% $2.36 $2.18 -B%
Mid & Small Cap Average -5% -3% 4% -1%
l IEeguiated Average -4% 2 % m
I
} E,w -E I !!l-lulu
Ameren AEE $2.35 $2.21 -£% g2.23 $2.12 -8% $2.65 $250 5% $2.72 $280 4%
Alleghesy Energy AYE 3215  $215 0% 3252  §247 -2% $378 357 -6% 3284 $242  -B%
| Edison International EiX $2.97 3292 2% $357 3386 0% §$3.91 5384 2% §345 $233 . -3%
Entergy ETR 86.58 $6.50 -1% 36.82 $6.67 -2% $8.07 8795 1% $8.35 $5.21 -2%
Exelon Exc 3403 $4.02 e §3.62 $358 -1% $4.11 .11 0% $3.10 $3.04 -2%
Sempra Energy SRE $4.48 $4.46 0% $4.95 $403 0% $5.54 $555 0% 3560 3561 0%
|- Average -2% -2% -2% -3% |
' independent Power Producers (IPPs)
NRG Enargy NRG $189 $1.86 -2% $234 234 0% $2.31 $225 -3% $2.11 $2.05 -3%
Ormat Technologies ORA §1.28 $1.23 4% $1.86  $3.27 -18% $149 $125 -16% $1.77 #1135 -24%
RRJ Energy RRI ($0.84) (80.77) 2% $0.10 $0.19 103% $0.53 $064 21% $0.05 $0.21 NA
l [ Average 1% 26% 1% -13%]
EBITDA Revisions’ -
~ NRG Energy NRG $2,462 $2.448 -1% $2620 %2620 0% $2,534 32,543 1% $2,377 82,385 -1%
Ormat Technolegies ORA $151 $148 -2% $197 $180 9% $263 %248 4% $297 3272 8%
RR! Energy RR! 398 $141 44% $513 3567  10% $6504 3564  10% 3386 $455 18%
[CAverage 14% 1% 1% 3%
l Sowrce: Goldman Sachs Research Estimates, Factset; EBITDA estimates ara Adiusted EBITDA, net GAAP EBITDA
'
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Appendix E: Old versus new price targets

- Ol Price .- - New Price

©  Target’
Large Cap Regulated
American Elec Power * AEP $34 337
Duke Energy DUK 514 $15
Consolidated Edison ED 535 $38
PG&E PCG 540 $43
Progress Energy PGN $36 $40
Small { Mid Cap Regulated
Cleco CNL $24 : 525
El Paso Electric EE $19 $21
Great Plains Energy GXP 21 322
Northeast Utilities NU $25 326
NSTAR NST 527 $29
NV Energy NVE $13 814
Portland General Electric POR $22 523
SCANA Corporation SCG $38 $40
Westar Energy WR 523 323
Wisconsin Energy WEC $45 $48
Diversified Utilitles
Ameren AEE $23 825
Allegheny Energy AYE 330 $31
Edison Intemational EIX $33 $39
Entergy ETR $93 $101
Exelon EXC $60 362
Sempra Energy SRE 354 359
IPPs
NRG Energy NRG $32 337
Ormat Technologies CRA $43 541
RR! Energy RRI $6 39

Source: Geldman Sachs Research estimates, Factset.
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Appendix F: National and regional weather-adjusted demand — YoY weather a headwind in 3Q09, but benefit in
40Q09/1Q10

T e -

National Weathar Adjusted . _ ' . -29% . -22% = 0.6% _

National Non-Weather Adjustad LT am 2.4% L0.9% ) ]

Mountain NVE 47% 1.8% 0.5% 13% 0.8% 1.3% 10% 1.5% 17%
Pacific POR 1.9% 2.4% 0.5% 16% 0.8% 1.3% 0.8% 1.5% 17%
Middle Attantic EXC -3.0% “2.3% -1.4% 1.7% 0.6% 1.3% 0.6% 1.5% 1.7%
E. N. Central EXC* AEP" DUK® WEC 4.5% 33% -13% 1.2% 0.8% 1.3% 0.5% 15% 1.7%
W. N. Central ABE GXP WR 43% -28% 0.5% 0.0% 0.8% 1.3% 0.3% 1.5% 17%
New England NST NU -3.2% 2.5% -2.3% 12% 0.8% 13% 0.3% 1.5% 1.7%
East South Central ETR" -34% 23% 0.71% -301% 0.85% 1.28% 0.0% 1.5% 17%
South Aiantic DUK* PGN SCG 22% 4% -0.3% 2.1% 0.6% 1.3% 1% 1.5% 1.7%
Wast South Canal ETR" AEP* ONL EE 02% 1.4% 0.4% 32% 0.9% 13% 01% 1.5% 17%
* OPERATES IN MULTIPLE ElA JURLSDICTIONS

NOTE - ASSUME HIGHER LONG-TERM GROWTH RATES FOR EE AND NVE GIVEN CUSTOMER GROWTH IN JURSSDICTIONS :

Source: GS Research Estirnates, Factset.

Target price and EPS summary

Target Price and EPS Swummary

7T Tot Ret

Price

Clote

P —

LEPS L t- LT T TS SPETTLT T CDivideRid
2090 . 2 2002, o 20095 T2010 20N 201z Yield

Requlated Utilities

g e

American Elec Powar AEP Buy $31.13 27 24% £2.70 $2493
Duke Energy DUK Nautrai $15.93 $13 o% $1.11 $1a7
Consolidated Ediscn ED Sall $41.40 33 a% $2.09 £
PGAE PCG Nautral $40.91 543 M $3.08 $3.45
Prograss Energy PGN Neutra| $39.60 %30 % $2.88 52.59
Large-Cap Mean 8%

Large-Cap Madian T

Wi SRR T T T e Y e v n
Claco CNL Neutral $25.10 $25 £y $1.64 $2.14
El Paso Electric EE Neutral $17.84 $21 18% $1.34 $1.28
Great Plains Energy GXP Buy 518.17 522 26% $1.17 5154
NSTAR NST Sell 532.09 529 5% $233 229
Northeast Utilities {1} Neutral §23.59 5§28 12% $1.88 $1.85
NV Energy NVE Neutral $11.5 514 4% 5069 $0.94
Partland General Electric POR Neutral $20.07 523 20% 51.45 $1.63
SCANA Corporation SCG Nerutral $35.20 540 19% $2.85 298
Wisconsin Energy WEC Neutral 54511 548 P §$3.05 SO
Waestar Energy

Srmall / M Cag Mears
Smail / M Cap Mexdian
‘Reguigied Uitlises Mean
{Regulated Utiliies-Madlan

51.84

Note: ED is on the Conviction List
Source: Goldman Sachs Research Estimates, Fectset.
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Appendix H: We reiterate Buy ratings on ETR and EXC, while upgrading RRI
target price and eps summary

PIE Multiptes Summary

X ) . 4 +7 Ciose price’  TotRet” Estimates % PiEMultiples
B o i Ticker  ‘Rating  OW28/09 . Target _ toTarget)). 2008. " 2010 . 2011, [ 2012, . 2008 - 2010 2001 2012
Natural Gas Price Forecast ($MMBLU) . ' . .. %425 $550 $7.00 $6.50
ifie jlities
Ameren AEE Seli $25.74 $25 3% 5221 s212 52 50 $2.60 11.7x 122 103 9.6x
Allegheny Energy AYE Neutral $26.96 3 17% $2.15 5247 $a57 $2.42 12 5x 109x 7.6x 1.1%
Edison International EIX Neutral $34.01 539 19% $292 $3s58 §3 84 $3.33 118x 9 6x 89x  10.2x
Entergy ETR Buy $79.64 ST 3% $6 50 $867 795 $8.21 12 3x 11 9% 10.0x 9.7x
Exelon EXC Buy $50.12 $62 28% 5402 5358 $4.11 $3.04 12 5x 14 0x 12.2x 16.5x
Sempra Energy SRE Neutral $50.17 - $59 20% $4.46 $4.93 $5 55 $5.61 11 2x 10.2x 9.0x 8.9x
Diversified Utiitias Mean 20% 12.0x 11.5x 9.7x 11.1x
Diversified Liilities Median 19% 12,0x  11.4x 9.5x  10.0x
EPs
NRG Energy NRG Buy $27.20 $37 8% 188 $2°34 5225 $2.05 14.7x 11 6x 12.1x 13.3%
BRI Energy RRI Buy $5.98 9 29% (5077 $0.49  soed  $0.29 MA 359 108x  33.1x
Special Situation and IPP Median 22% 240x  26.6x  186x  25.6x
Special Situation and IPP Mean 29% 24.0% 3%2x 12.1x 30.5x

Note: ETA and RAI are on the Conviction List
Source: Goldman Sachs Research esiimates, Factset.

Appendix I: Action Off: Americas Buy List - Portland General

Since being added to Americas Buy List on August 17, 2008 POR is up 5.7% versus the XLU up 2.8% and the S&P500 up 8.58%. In the
last 12 months, POR is down 17.5% versus the S&P500 down 12.4%.

Borand Gevaral Eiwedic 6o, T TPOR T L Michaal tapidge T T 7T TTREE T T a0 T Y. D

AGL Resaurces Inc. AGL Theodare Durbin - 35.08 1.2%

Alleghery Enanyy, Inc. AYE Michael Lapides H 21 4.0%

Ameren Com. AEE Michael Lapides $ 25.74 4.9%

American Ejgctric Power AEP Michaal Lapides 5 31.18 30%

Atrmos Energy Corp. ATO ‘Theodore Durbin 3 28.31 128%

Clecs Corp. CNL Michael Lapides -3 25.14 15.3%

Consalidated Edison, inc. ED Michael Lapides 3 4541 11.8%

Duke Energy Corporation DUK Michaei Lapides s 15.54 10.8%

Edison Intemational EiX Michael Lapides 3 3407 8.9%

El Pasa Electric Co. EE Michael Lapides 1 17.84 25.5%

Entengy Cop. ETR Michae!l Lapides 5 79.50 44%

Fxalon Corp. EXC Michaet Lapides s 50.22 0.9%

Great Plains Energy Inc. GXP Michael Lapides $ 18.17 17.8%

Northeast Utilities N Michael Lapides $ 24.02 8.6%

NRG Enermgy inc. NRG Michael Lapdes $ 27.15 14.1%

NSTAR NST Michael Lapides $ a2 1.7%

NV Energy, tnc. NVE Michael Lapides H] 13.60 7%

Crmat Technolegies, Inc. ORA Michael Lapides 3 41.18 4.5%

PGS$E Corperation PCG Michaei Lapides % 40,56 7.9%

Progress Energy inc. PGN Michael Lapides $ 3968 3.0%

RRI Energy, Inc. RRI Michael Lapides $ .00 54.2% 105.9%
SCANA Corp. SCG Michael Lapides $ 3532 10.0%

Sempra Enemgy SRE Michael Lapides 5 5024 0.9%

Westar Energy Inc. WR Michael Lapides H 1962 B.5%

WGL Holdings, Inc. WEL Theodare Durbin § 3360 4.3%

Wisconsin Enemgy Cam, WEC Michaej Lapides s 4516 1.8%

S&P 500 106298 5% 15.7% 30.3% 12.4%
Index performanca m stock price currency 106298 4.5% 15.7% 10.3% -12.4%

Note: Prices as of most recent available close, which could vary from the price date indicated above
This table shows movement in absolute share price and not total shareholder retum. Results presened sheuld net and cannot be viewed as an indicator of future performance.

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

Since being added to Americas Conviction Buy List on August 17, 2008 GXP is up 4.9% versus the XLU up 2.8% and the S&P500 up
8.5%. In the last twelve months, GXP is down 12.1% versus the S&P500 down 12.4%.

Pric =z of. Qzﬁmmwnnu Imeith price!
L2809 - , -3 ~Sincw ONLINS T

pldwunu»

= T g e
§ moath price : 12 month prics

Graat Plaing Efergy e "7 Michibl Lapided T K

AGL Resourcas Inc. AGL Theodare Durtin 5 T oason 3.3% 11.2%

Alleghany Energy, tnc. AYE Mchasl Lapides 5 ] 2.3% 4.0%

Arrretun Corp. AEE Michas! Lapides 5 2574 -1.3% 4.9%

Anrvarican Eleciric Péwer AEP Michas) Lapides 3 .18 0.9% £.0%

Atmos Energy Corp. ATO Theodorm Durbin s 283 26% 12.8%

Cleca Camp. GNL Michasi Lapides HY 514 2.8% 153%

Consalidated Ediscn, inc. EQ Michasi Lapides 5 4141 52% 11.8%

Duke Enefyy Corparation DUK Michaal Lapides 3 1594 4% 10.8%

Edmon Imsmatonal EX Michawl Lapides H 34,07 T5% 8.9%

Et Paso Electric Co. EE Michael Lapides 3 17.84 13.3% 25.5%

Entergy Com. ETR Michael Lapices 3 78.80 21% £.4%

Exwion Gorp. EXC Michael Lapides 3 50.2 1.9% -0.5%

Northeast Utilibes NY Kechas! Lapides ] 2402 1.7% 6%

NRG Energy Inc. NRG Michael Lapiies 3 A5 20% 14.1%

NETAR NET Michas! Lapries 5 an 1.0% 17%

NV Enarpy. Inc. NWE Michual Lapices 5 1180 -1.T% T.I%

Ormat Technologes, Inc. ORA Mchasl Lapices H 41,13 12.4% 4.5%

PGAE Comomaton PCG Michael Lapices 5 4098 2.5% 78% 5.68% 88%
Portand Gerera! Electric: Co, POR Michaal Lapides 5 2008 57% 2.4% 18.9% -17.5%
Progress Energy inc. PGN Michael Lapices H 39668 1.3% 5.0% 10.0% 98%
AR Evargy, nc. RRI Michasl Lapides S 7.0 26.8% 54.2% 105.9% “27%
SCANA Com. jee] Michasl Lagides 3 3532 52% 10.0% 14.2% ~130%
Sampra Enegy SRE Michaw Lapides 3 5024 0.2% 0.9% 12.2% S5%
Wastar Energy inc. WR Michaai Lapides H 19.62 -3.3% B8.5% 12.t% 17.7%
WGL Hoktings. ine. WL Theadore Durtun 3 3360 1.7% 43% 1.2% 0.8%
‘WWisconsin Erergy Corp. WEC Mchasl Lapidas 3 4518 0.9% 11.0% 10.5% 1. 2%
S4P 500 04293 5% 157% 30.3% 12A%
Index performance In stock price curmenc: 108298 5% 18.7% % 124%

Note: Prices as of most recent avaiiable ciose, which could vary from the price cate indicated above
This tabie shows movement in absolute share pnice and ot 10Lal sharetolder return. Resutts presented should not and cannot be viewed as an INAKA0r of fulure performance

Source: Factset, Quanturm database.

Appendix K: We observed significant efficiency gains by the industrial customer class
electricity usage by customer, indexed to 1990 levels

Ener

Efficiency By Customer Class: MWh per Customer indexed to 1990 Levels
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Source: Goldman Sachs Research estimates, Factset.
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Appendix L: Valuation Methodology and Risks

[P‘

{Methad. [Risks to Our Thesis

e N S Y T N k- Ak A |

Lower-than-expectad srmvironmental spending on ts lHinoms coal flee], worse-than-axpectad cutcomae st the next kinom power audion; Rate case rsk
LT Commodity prces 2% non-regulited business contribytes bulk of aamings: igherthan-expected environmental spending at the coal plants
Emvironmental capex potemially significent; Coammodity risk de to minimal hedging
ETR SoP LT Commaodity pnces put hon-reguiated 9amings & risk; HUmcane cost racov ery

Exslon EXC SoP LT Commudity prices 2% company gy depandent on for tusinsas; Regulatary rosk in lllinois.

Sermpra Energy SRE Sof Lower-than-axpected earnings ffom trading business, Commodity prica fisk SoCal utlitine rate casa itk
R o

Large-Cap Regulawd Lilities
Amencan Elec Power AEP DDM & PIE Cost recovery of capitalinvesied in major projects; Grester-than-expacied margins and capex, Abov ga dett levels
Duke E nargy DUK COM & PIE Rats cose risk at DUKY mgulated Franchise Elecic business
Consohicated Edison o DDM & PIE AbOVe-avarags gromtn; Equity retuances below guidgnca

' PGRE PCG DDM & PIE Daluys in rate base growth

Progress Energy PGN DOMa PrE Lower-han-axpacted rate besa growth, g8, raamr-th finandng req
M SmatCan B .

Cleco CHNL DOM & P/E Rate cae sxposurein Lovisiana after th ipated cash fows frm non-regulated piants
El Paxo Flactric EE DOM & PIE ‘Operationa risk at Polo Verde iy lead toless FCF and lower-than-expected squity repurchases
Great Ptains Energy [chood DOM & P/E Risks to RoE in €5/MD; Greater-than-axpacted ceclines
Noithesst Ltiliies N DCM & P/E Regul; approva of projects, sk, And generg: neguiatory ang rate e fisk
NSTAR NST DOM & PIE Highar-than-expected loac growth, Suctess in capturing incemiva revenues, lower-than-expected OAM
Nv Erergy NVE DOM & P/E Lowerthan-expectad rate base of Ioad growth, long-erm rale caza rgk
Portand Genaral Blecttic POR DDM & P/E Regulamry risk from me OPUC: long-term rate bass growth that varies from our estimates.
SCANA Corporation SCG DOM & PFE Rale case risk, lowar-than-sxpected Qross margies, customer growth or market share at Scana Eneigy
Wiscongin Energy WEC COM & PIE Construction delays; Reguiatory emvitofment may become less fiendy
Westar E nangy WR DOM & PIE Requisiory nak
Special Stuation Wkiliies and IPPs
NRG Enegy MRG 8aoP s! i on plannad ion, LT Cx ity price hisk; Lowsr-thun-expected retail margins
Crmat Technologies ORA s
RRI Energy 8] SoP

Elimination or reduchon of Pradudion Tax Cmdis; deceased capacily factrs at exsting plana; lowe! [0nQ-tkmm commodity prices
Lower L T commodiy prices; Hgher toal to gas switching; Hgher than expected environmental captal spending

Source: Goldman Sachs Research.
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|, Michael Lapides, hereby certify that all of the views expressed in this report accurately reflect my personat views about the subject company or

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

Investment Profile

The Goldman Sachs Investment Profile provides investment context for 2 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, returns and multiple are indexed based on compasites
of several methodologies to determine the stocks percentile ranking within the region's coverage universa,

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as foilows:

Growth is 3 composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one prospective aggregate
of various 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, EV/FCF, EWEBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.

Quantum

CQuantumn is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

Disclosures

Coverage group(s) of stocks by primary analyst(s)

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

Company-specific regulatory disclosures

Compendium 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

Goldman Sachs lovestment Research global coverage universe

Rating Distribution Invastment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 30% 51% | 19% 54% 52% | 4%

As of July 1, 2009, Goldman Sachs Global Investment Research had investment ratings on 2,709 equity securities. Goldman Sachs assigns stocks as
Buys and Salls on various regional Investrment Lists; stocks not so assigned are deerned Neutral. Such assignments equate to Buy, Hold and Sell for
the purposes 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)

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

Regulatory disclosures

Disclosures required by United States laws and regulations

See company-spetific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-
managed public offerings in prior periods; directorships; for equity securties, market making and/or specialist role. Goldman Sachs usually makas a
market in fixed income securities of tssuers 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,
professionats reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage.
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tion: Analysts are paid in part based on the profitability of Goldran Sachs, which includes investment banking revenues. Analyst
as oﬂicer or chrar.-tor. Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their Kousehoids from serving as
an officer, director, adviscry board member or employee of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.5. analysts
may not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to NASD Rule 271 #/NYSE Rules 472 restrictions on
communications 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 pericds, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs
website at httpJ/fwww.gs.com/research/hedge. html,

Additional disclosures required under the laws and regulaticns of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws
and regulations. Australia: This research, and any access 1o it, is intended only for "whoiesale clients” within the meaning of the Australian
Corporations Act, Canada: Goldman Sachs Canada Inc. has approved of, and agreed 1o take responsibility for, this research in Canada if and to the
extent it refates 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 Kong: 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 to in this research 'may be obtained from Goldrnan Sachs (India) Securities Private Limited; Japan: See below. Korsa: Further information
on the subject company or companies refarred to in this research may be obtained from Goldman Sachs {Asia) LL.C., Seoul Branch. Russia:
Research reports distributed in the Russian Federation are not advertising as defined in the Russian legisiation, but are information and analysis not
having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislatien on appraisal activity.
Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapors) Pte.
{Company Number: 198602165W). Taiwan: This material is for reference only and must not be reprinted without permission. Investors should
carefully consider their own investment rigk. Investment resuits are the responsibiity of the individual investor. United Kingdom: Persons who
would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this
rasearch in conjunction with prior Goidman Sachs research on the covered companies referred to herein and should refer to the risk warnings that
have been sant to them by Goldman Sachs International. A copy of these risks warnings, 2nd a giossary of certain financial terms used in this report,

' are available from Goidman Sachs International on reguest.

Eurepean Union; Disclosure information in relation to Article 4 {1) {d) and Article & {2) of the European Commission Directive 2003/126/EC is
available at httpyAwwww.gs.comiclient_services/giobal_investrnent_research/europeanpolicy.htmi which states the European Policy for Managing
Conflicts of interest in Connection with Investment Research.

Japan; Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered
with the Kanto Financial Bureay |Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and
Financial Futures Association of Japan (FFAJ). Sales and purch of ities are subject to ission pre-determined with

@

clients plus consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the
Japanese Securities Dealers Association or the Japanese Securities Finance Company. -

Ratings, coveragé groups and views and related definitions

Buy (B), Meutral (N}, Sell (S} -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
or Sell on &n Investment List is detarmined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as
a Buy or a Sell on an Investment List is deerned Neutral. Each regional Investment Review Committee manages various regional Investment Lists to
a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particutar coverage
group may vary as determined by the regional investment Review Cormimittee, Regional Conviction Buy and Sell lists represent investment
recommendations 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 the price target. Price targets are required for all covered stocks. The return potential, price target and associated time horizen are stated in
each report adding or reiterating an Investment List membership.

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at
http/iwww.gs.corniresearch/hedge. html. The analyst assigns one of the following coverage views which represents the analyst's investment outiook
on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive {A). The investment outlook over the following 12
manths is favorable relative to the coverage group's historical fundamantals and/or valuation, Neutral {N). The investment outlook over the
following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious {C}. The investment outlook over
the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Not Rated {NR). The investment rating and target price have been removed pursuant to Gotdman Sachs policy when Goldman Sachs is acting in an
l advisory capacity in a merger or strategic transaction involving this company and in certain other ¢ircumstances. Rating Suspended (RS). Goldman

Sachs Research has suspended the investment rating and price target for this stock, because thers is not a sufficient fundamental basis for

dstermining 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). Goldrman Sachs has suspended coverage of this company. Not Covered (NCL Goldman Sachs does

nat cover this company. Not Available or Not Applicabls {NA). The information is not availabie for display or is not applicable. Not Meaningful
{NM). The information is not meaningful and is therefore excluded.

Gilobal product; distributing entities

The Giobal Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant
to certain contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity research on
industries and companies, and research on macroeconomics, currencies, commeodities and portfolio strategy. This research is disseminated in
Australia by Goldman Sachs JBWere Pty Lid {ABN 21 006 797 897} on behalf of Geldman Sachs; in Canada by Goldman Sachs Canada Inc. regarding
Canadian equities and by Goldman Sachs & Co. (all other research); in Hong Kong by Goldman Sachs [Asial LLL.C.; in India by Goldrman Sachs

_ (india) Securities Private Ltd,; in Japan by Goldman Sachs Japan Co., L1d,; in the Republic of Korea by Gotdman 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 Goidman Sachs; in Singapore by Goldman
Sachs (Singapore) Pte. {Company Number; 138602165W); 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.

Europaan Union: Goldman Sachs International, authorized and regulated by the Financial Services Authority, has approved this research in

connection with its distribution in the Eurcpean Union and United Kingdom; Goidman, Sachs & Co. oHG, regulated by the Bundesanstalt fiir
Finznzdienstieistungsaufsicht, may also distribute research in Germany.
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This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider relizble, but we do not repregent it is accuvate ar complete, and it should not be ralied on as such. We seek ta update aur research as
appropriate, but various regulations may pravent us from doing so. Other than cartain industry reports published on a periodic basis, the large
majarity of reports are published at irregular intervals as appropriate in the analyst's judgment.

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

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

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our
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individual ¢clients. Clients shouid consider whether any advice or recornmendation in this research is suitabte for their particular circurmstances and,
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investors. Investors should review current options disclosure documents which are available frorn Goldman Sachs sales representatives or at
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written consent of The Goldman Sachs Group, Inc.

Golgdman Sachs Global Investrment Research

35
ATTACHMENT E - 35



Research Associates

January 7, 2011
(Revised February 1, 2011)

MAJOR RATE CASE DECISIONS--CALENDAR 2010

The average return on equity (ROE) authorized electric vtitities in 2010 approximated 10.3%
compared to 10.5% in 2009. There were 59 electric ROE determinations in 2010, up substantially from 39
in 2009. The average ROE authorized gas utilities approximated 10.1% in 2010, compared to 10.2% in
2009. There were 37 gas cases that included an ROE determination in 2010, and 29 in 2009, Not included
in these averages is a Sept. 16, 2010, New York Public Service Commission decision authorizing
Consolidated Edison of New York's steam operations a 9.6% ROE. We note that this report utilizes the
simple mean for the return averages.

After reaching a low in the early-2000's, the number of rate case decisions for energy
companies has generally increased over the last several years. There were 126 electric and gas rate
decisions in 2010, versus 95 in 2009, and oniy 32 back in 2001. Increased costs, inciuding
environmental compliance expenditures, the need for generation and delivery infrastructure upgrades
and expansicn, renewable generation mandates, and higher employee benefit costs argue for a
continuation of the increased level of rate case activity over the next few years.

We note that electric industry restructuring in certain states has led to the unbundling of rates
and retail competition for generation. Commissions in those states are now authorizing revenue
requirement and return parameters for delivery operations only {(which we footnote in our chronology
beginning on page 5), thus complicating historical data comparability. We also note that while the
heightened business risk associated with the sluggish economy may have increased corporate capital
costs, higher average authorized ROEs did not materialize in 2010 or in 2009. In fact, average
authorized ROEs have declined slightly over the last two years, and some state commissions have
cited customer hardship as a significant factor influencing their equity return authorizations.

The table on_page 2 shows the average ROE authorized in major electric and gas rate decisions
annually since 1990, and by quarter since 2004, followed by the number of cbservations in each period.
The tables on page 3 show the composite electric and gas industry data for all major cases summarized
annually since 1997 and by quarter for the past eight quarters. The individual electric and gas cases
decided in 2010 are listed on pages 5-9, with the decision date (generally the date on which the final
order was issued) shown first, followed by the company name, the abbreviation for the state issuing
the decision, the authorized rate of return (ROR), return on equity (RCE), and percentage of commaon
equity in the adopted capital structure. Next we show the month and year in which the adopted test
year ended, whether the commission utilized an average or a year-end rate base, and the amount of
the permanent rate change authorized. The dollar amounts represent the permanent rate change
ordered at the time decisions were rendered. Fuel adjustment clause rate changes are not reflected in
this study. We note that the cases and averages included in this study may be slightly different from
those in our online rate case history database, with any differences likely the result of this study’'s
inclusion of ROE determinations that are rendered in cost-of-capital-only proceedings in California.

(Text continued on page 4.)
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Year Period ROE % (# Cases) ROE % (# Cases)
1990 Full Year 12.70 (44) 12.67 {31)
1991 Full Year 12.55 (45) 12.46 (35)
1992 Full Year 12.09 (48} 12.01 (29)
1993 Full Year 11.41 (32) 11.35 {45)
1954 Full Year 11.3¢ (31 11.35  (28)
1995 Full Year 11.55 (33) 11.43 (15)
1996 Full Year 11.39 (22) 11.19 (20)
1997 Fult Year 11.40 (11) 11.29 {13
1998 Full Year 11.66  (10) 11.51 (10)
1999 Full Year 10.77 (20) 10.66 (9)
2000 Full Year 11.43 (12) 11.39 (12}
2001 Full Year 11.09 (18) 10,95 ("
2002 Full Year 11.16 (22) 11.03 (21)
2003 Full Year 10.97 {22) 10.99 (25)
1st Quarter 11.00 (3) 11.10 (4)
2nd Quarter 10.54 (6} 10.25 (2)
3rd Quarter 10.33 3] 10.37 (8)
4th Quarter 10.91 (8) 10.66 (6)
2004 Full Year 10.75  (19) 10.59  (20)
1st Quarter 10.51 (7) 10.65 (23
2nd Quarter 10.05 (7 10.54 (5)
3rd Quarter 10.84 {4} 10.47 {5}
4th Quarter 10.75 {11) 10.40 (14)
2005 Full Year 10.54  {29) 10.46  (26)
1st Quarter 10.38 )] 10.63 (6)
2nd Quarter 10.68 (6) 10.50 (2)
3rd Quarter 10.06 (7) 10.45 (3)
4th Quarter 10.39 (10} 10.14 (5)
2006 Full Year 10.36 (26} 10.43 (16)
1st Quarter 10.27 (8) 10.44  (10)
2nd Quarter 10.27 {11) 10.12 (4)
3rd Quarter 10.02 {4) 10.03 (8)
4th Quarter 10.56 (16} 10.27 {15}
2007 Full Year 10.36 (39) - 10.24 (37}
15t Quarter 1045 {10) 10.38 ea)
2nd Quarter 10.57 (8) 10.17 (3)
3rd Quarter 10.47 (11} 10.49 (7)
4th Quarter 10.33 (8) 10.34 (13)
2008 Full Year 10.46 {(37) 10.37 {30)
1st Quarter 10.29 (9} 10.24 {4)
2nd Quarter 10.55 (10) 10.11 (8)
3rd Quarter 10.46 (3) 9.88 (2)
4th Quarter 10.54 (17) 10.27 (15)
2009 Full Year 10.48 {39) 10.19 (29)
1st Quarter 10.66 {(17) 10.24 (9)
2nd Quarter 10.08 {14} 9.99 {11)
3rd Quarter 10.26 {11) 9,93 4
ath Quarter 10.30 {17) 10.09 (12)
2010 Full Year 10.34 (59) 10.08 (37)

RRA
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ilitieg— *

Eq. as Y% Amt.

Period ROR % (# Cases) ROE % (# Cases) £ap, Struc, (# Cases) $ Mil. (# Cases)
1997 Full Year 9.16 (12) 1140 {11) 48.79  (11) -553.3  (33)
1958 Full Year 9.44 )] 11.66  {10) 46.14 (8} -429.3  (31)
1999 Fuli Yaar 8.81 (18) 1077 (20) 45.08 {17) -1,683.8  (30)
2000 Fuli Year 9.20 (1) 1143 {12) 48,85  (12) -291.4  (34)
2001 Full Year 8.93 (15) 11.09 (18} 47.20 {13} 14,2 {21)
2002 Full Year 872 {20} 1116 (22) 46.27  (19) -475.4  (24)
2003 Full Year 88 (20) 10,97 (22) 495,41  (19) 313.8 (12)
2004 Full Year 844 (18) 10.75 {19) 46.84  (17) 1,091.5 (30) -
2005 Full Year 830  (26) 10.54  (29) 46.73 (27} 1,373.7  {36)
2006 Full Year 8.24 (24) 10.36  (26) 48.67  (23) 1,465.0  (42)
2007 Full Year 8.22 (39) 10.36 (39} 48.01  (37) 1,401.9  (46)
2008 Full Year 825 (35} 1046 (37} 4341  (33) 2,809.4  (42)

1st Quarter 819 (®) 10,29 (9) 48,52  (8) 857.0  (i4)
2nd Quarter 8.05 (%) 10.55  (10) 47.66  (9) 1,4250 (37
3rd Quarter B8 (3) 1046  (3) 4720 (3) 3171 ()
4th Quarter 8.30  (18) 10.54 (17} 49.41 (17 1,593.2 (20
2009 Full Year 8.23  (38) 10.48  (39) 48,61  (37) 4,192.3  (58)

1st Quarter 7.95 (17} 10.66 (17 48.36 {16) 2,010.0 (19)
2nd Quarter 7.95  (15) 10,68 (14) 47.07  (13) 937.5  (19)
3rd Quarter 8.16  {12) 10.26 (11} 49,52 (11) 730.6  (i8)
4th Quarter 7.95 (15) 10.30 {17} 49.00 (14) 1,889.6 (21)

l 2010 Full Year 7.99 (59) 10.34 (39) 48.45 (54) 55677 (77)

- *
Eq. as % N Amt.
erio BOR % {# Cases) ROE % (i Cases) Cap. Struc. (# Cases) 3 Mil, (# Cases)
1907 Full Year 9.13  (13) 1129 (13) 47.78 (11} -82.5  (21)
1998 Full Year 9.46  (10) 1151 (10) 49.50 (10) 939 (20)
1999 Full Year 886 (%) 10.66  {9) 49.06  (9) 510  (14)
2000 Full Year 933 (13) 11.39  (12) 48.50 (12} 1359 (20)
2001 Full Year 851  (6) 1095 (7) 4396  (5) 1140 (11
2002 Full Year 880  {20) 103 2 48.29 (18} 3.6 (26)
2003 Full Year 875 (22) 1099 (25) 49.93  (22) 260.1  (30)
2004 Full Year 834 (21) 10.59  {(20) 45.90  {20) 3035 (31)
2005 Full Year 825 (29) 10.46  (26) 48.66 {24} 4584  (34)
2006 Full Year 8.51  (16) 1043 (18) 47.43 (16} 444.0  (25)
2007 Full Year 812 (32} 10.24  (37) 4837 (30} 813.4  (48)
2008 Full Year B.48  (30) 10.37  (30) 5047 (30) 884.8  (41)

1st Quarter 8.11 (5) 10.24 {4} 44,97 (€} 167.6 (7}
2nd Quarter B.05 (7) 10.11 (8) 48.84 (7) 92.5 (8)
3rd Quarter 8.30 {2) 9.88 (2) 51.00 (2) 19.2 (4)
4th Quarter 8.19 {14} 10.27 {15) 49.35 {15} 185.7 (18)
2009 Full Year 8.15 (28) 10.19 (29) 48.72 (28) 475.0 (37)

1st Quarter 8.20  (10) 10.24  (9) 50.27  (9) 177.3 (11}
2nd Quarter 7.80  (11) 9.99 (11} 4631 (11) 230.2 (12}
3rd Quarter 8.13  (4) 5.93 (&) 49.00  (4) 290.5 (10}
4th Quarter 7.84  (13) 10.09 © (13) 49.11  (14) 118.7  (i6)
2010 Full Year 7.95 (38) 16.08 (37) 48.56 (38) 816.7 (49)

* Numnber of ubservations in each period indicated in parentheses.
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The table below tracks the average equity return authorized for all electric and gas rate cases
combined, by year, for the last 21 years. As the table reveals, since 1990 the authorized ROEs have generally
trended downward, refiecting the significant decline in interest rates that has occurred over this tirne frarne.
The combined average equity returns authorized for electric and gas utilities in each of the years 1990 through
2010, and the number of cbservations for each year are as follows:

1990
15991
1992
1993
1994
1995
1996
1997
1998
1999

Dennis Sperduto

12.69%
12.51
12.06
11.37
11.34
11.51
11.29
11.34
11.59
10.74

(75)
(80)
(77)
(77}
(59)
(49)
(42)
(24)
(20)
(29)

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

11.41%
11.05
11.10
10.98
10.67
10.50
10.39
10.30
10.42
10.36
10.24

(24)
(23)
(43)
(47)
(39)
(55)
(42)
(76)
(67)
(68)
(96)

©2011, Regulatory Research Assaciates, Inc. Al Rights Reserved. Confidential Subject Matter. WARNING! This report contains copyrighted subject matter
and caonficential information owned solely by Regulatory Research Associates, Inc, ("RRA™), Reproduct on, distribution or use of this repart in violation of
this license constitutes copyright infringement in v olat on of federal and state law. RRA hereby prov des consent to use the “email this story” feature to
redistribute articles within the subscriber's company. Although the information in this repert has been obtained from sources that RRA believes to be

reliable, RRA does not guarantes its accuracy.
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ELECTRIC UTILITY DECISIONS
Common Test Year
ROR ROE Eq. as % & Amt.

Date Company (State) P % Cap. Str. Rate Base 5 Mil.
1/11/10 Detroit Edison (MI) 7.02 11.00 39.48 * 6/10-A 217.4 (1)
1/12/10 Northern $tates Power (SD) 8.32 - - - 10.9 (B)
1/19/10 Interstate Power & Light (1A) 8.91 10.80 49,52 12/08-A B83.7 (I)
1/22/10 Portland General Electric {(OR) — --- - 9.8 (B)
1/26/10 PacifiCarp (OR) B.08 10,13 51.00 12/10-A 41.5 (B)
1/27/10 Westar Energy (KS) 8.49 10.40 50.13 -— 8.5 (B}
1/27/10 Kansas Gas & Elec. (KS) 8.49 10.40 50.13 -—- 8.5 (B)
1/27/10 Duke Energy Carolinas (5C) B.41 10.70 (1) 53.00 12/08-YE 74.1 (B)
2/9/1C Narragansett Electric (RI} 7.20 9.8C¢ 42.75 (Hy) 12/08-A 23.5 (D)
2/18/10 PacifiCorp (UT} 8.34 10.60 51.00 6/10-A 32.4
2/24/10 Idaho Power (OR) 8.06 10.18 49.80 12/09 5.0 (B)
3/2/10 Potomac Electric Power (DC) 8.01 9.63 46.18 12/08-A 16.8 (D)
3/4/10 Kentucky Utilities (VA) 7.85 10.50 53.62 12/08-A 10.6 (I,B)
3/5/10 Ficrida Power (FL) 7.88 10.50 46.76 * 12/10-A 126.2 (1,2)
3/11/10 Virginia Electric and Power (VA} — 11,90 (3) - 12/08 0.0 {1,B)
3711710 Virginia Electric and Power (VA) 7.81 (B) 12.30 {4) 47.71 - 71.0 (I,B,4)
3/11/10 Virginia Electric and Power (VA) 7.81 (E} 12.30 (5) 47.71 --- 64.0 (1,B,5}
3/17/10 Florida Power & Light (FL} 6.65 10.00 47.00 * 12/10-A 75.5
3/26/10 Consolidated Edison of New York (NY) 7.76 10.15 48.00 3/11-A 1,127.6 (D,B,2)
2010 1ST QUARTER: AVERAGES/TOTAL 7.95 10.66 48.36 2,010.0

MEDIAN 8.01 10.50 48.76 -—
OBSERVATIONS 17 17 16 19

4/2/10 Puget Sound Energy {WA) 8.10 10.10 46.00 (Hy) 12/08-A 74.1 (R)
4/16/10 Southwestern Electric Power (TX) --- -—- - 3/09 25.0 {B}
4729710 Central Illinois Light (IL) 8.05 5.90 43.61 12/08-YE 4.9 (D,R)
4/29/10 Central Hllinois Public Service (IL) 8.02 10.06 48.67 12/08-YE 23.7 (D,R)
4725710 Tllinois Power (IL) 8.97 10.26 43.55 12/08-YE 28.2 (D,R}
5712710 Atlantic City Electric (NJ) B8.69 10.30 49.10 12/09-YE 20.0 (D,B)
5/12/10 Rockland Etectric (N1} 8.21 1G.30 49,85 12/09-YE 9.8 (D,B)
5/14/10 PacifiCorp {(WY) 8.33 . --- ) - 35.5 (B,2)
5/26/10 MDY Resources (WY) 8.25 10.00 49.77 12/0B-YE 2.7
5/28/10 Union Electric (MO} 8.06 10.10 51.26 3/09-YE 229.6
6/7/10  Public Service Electric & Gas (NJ) B8.21 10.30 51.20 12/09-YE 73.5 (D,B)
6/15/10 PacifiCorp (UT) -—- --- 30.8 (B,6)
6/18/10 Central Hudson Gas & Electric {NY} 7.43 10.00 48.00 6/11-A 30.2 (D,B,2)
6/23/10 Entergy Arkansas (AR) 5.04 10.20 29.32 * 6/09-YE 63.7 (B,R)
6/23/10 Empire District Electric {KS) —_ - 2.8 (B}
6/25/10 Monongahela Power/Potomac Ed. (WV) 8.71 --- --- 12/08-A 60.0 (B,Z)
6/28/10 Kentucky Power (KY) - 10.50 - 9/09-YE 63.7 (B)
6/28/10  Public Service of New Hampshire {NH) 7.51 9.67 52.40 - 57.4 {D,1,B)
6/30/10 Connecticut Light & Power (CT) 7.68 9.40 49.20 6/09-DC 101.9 (D,2)
2010 2ND QUARTER: AVERAGES/TOTAL 7.95 10.08 47.07 937.5

MEDIAN 8.10 10.10 49.10 -—
OBSERVATIONS 15 145 i3 19
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ELECTRIC UTILITY DECISIONS {continued)
l 7/1/10  Wiscensin Electric Power {MI) 6.99 10.25 47.61 * 12/10-A 23.5 {1}
771510 South Carolina Electric & Gas {SC) 8.56 10,70 52.96 9/09-YE 101.2 (B,2)
7/15/1'0 Appalachian Power (VA) 7.85 10.53 41.53 12/08-YE 61.5
l 7/30/1Q Maui Electric (HI) 8.67 10.70 54,89 12/07-A 13.2 (B,1)
7/30/10 Kentucky Utilities (KY) - - P 10/09-YE 98.0 (B)
7/30/10 Louisville Gas & Electric (KY) — — 10/09-YE 74.0 (B)
l 7/30/10 &l Paso Electric (TX) - .- -—- 6/09 17.2 (B,7)
8/4/10  Black Hitls Colorade Electric Utitity (CO) 9.32 10.50 52.00 7/09 17.9 (B)
8/6/10 Potomac Electric Power (MD) 8.18 9.83 48.87 12/09-A 7.8
8/11/10 Black Hills Power {(SD) 8.26 - --- 6/09-A 22.0 (B,)
l 8/18/10 Empire District Electric {MO) — —- 6/09-YE 46.8 (B)
8/25710 Northern Indiana Public Service (IN) 7.29 9.90 49,85 * 12/07-YE -48.9
9/14/10 Hawaiian Electric {HI}) 8.62 10.70 55.10 12/07-A 77.5 (8,1)
I 9/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 8/11-a 88.7 (D B,2,8)
9/16/10 Rochester Gas and Electric (NY} 8.47 10.00 48.00 8/11-A 54,2 (D,B,Z,8)
9/21/1C Avista Corp. (ID) —_ - - 12/09 21.3 (B}
9/30/10 UNS Electric (AZ) 8.28 G.75 45.76 12/08-YE 7.4
l 9/30/10 South Carolina Electric & Gas (5C) —_ —- -—- - 47.3 (9)
2010 3RD QUARTER: AVERAGES/TOTAL 8.1¢ 10.26 49.52 730.6
MEDIAN 8.27 10.25 48.87 -
l OBSERVATIONS 12 11 11 18
10/14/10 Indiana Michigan Power (MI) ¥.53 10.35 44,14 * 12/10-A 35.7 (B,I)
. 10/28/10 Hawaii Electric Light (HI) 8.33 14.70 51.1% 12/06-A 24.6 (B,I)
11/2/10 Minnescta Power (MN) 8.18 10.38 54.29 12/10-A 67.5 (I}
11/4/10 Consumers Energy (M1} 6.98 10.70 41,59 * 6/11-A 145.7 (I)
11719710 Avista Corp. [WA) 7.91 10.20 46,50 12/09-A 25.5 (B)
l 11/22/10 Kansas City Power & Light (KS} 8.37 10.00 49.66 9/09-YE 218
12/1/10 Entergy Texas (TX) B.52 10.13 --- 6/09 68.0 (B,1,2)
l 12/6/10 Baltimore Gas & Electric (MD) 8.05 9.86 51.93 7/10-A 31.0
12/9/10 NorthWestern Corp. {MT) 7.80 10.00 48.00 12/08-A 6.5 {D,B,1E)
12/15/10 Interstate Power & Light (IA) - 10.00 - 12/09-A 114.5 (1,10)
12/13/10 Dominion North Carolina Power (NC) 822 10.70 51.00 12/08-YE 31 (B)
l 12/14/10 FPacifiCorp {OR} 8.08 10.13 51.00 12/11-A 84.6 (B)
12/17/10 Portland General Electric (OR) 8.03 10.00 50.00 12/11-A 100.2 (B)
12/20/10 Sierra Pacific Power (NV) 8.06 10.60 44,11 12/09-YE 131
12/21/10 Upper Peninsula Power (MI} 7.12 10.30 50.42 * -—- B.9 (B)
l 12/21/10 PECO Energy {PA) -=- - - 12/10 225.0 {D,B)
12/21/10 PPL Electric Utilities (PA) - - 12/10 77.5 (D,B}
12/21/10 PacifiCorp (UT) - - -- --- 33.3 (B,11)
12/27/10 PacifiCorp (ID) 7.98 9.90 52.10 12/09-A - 13.8
l 12/29/10 Georgia Power (GA) .= 11.15 - —-n 562.3 (B)
12/30/10 Georgia Power {GA} -— - - 1?/11 223.0 (12)
2010 4TH QUARTER: AVERAGES/TOTAL 7.95 10.30 49.00 1,889.6
I MEDIAN 8.06 10.20 50.21 —
OBSERVATIONS 15 17 14 21
2010 FULL YEAR: AVERAGES/TOTAL 7.99 10.34 48.45 5,567.7
l MEDIAN 8.06 16.25 49.36 m—
OBSERVATIONS 59 59 54 77
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GAS UTILITY DECISIONS
Common Test Year
ROR ROE Eq. as Y% B Amt.
Date Company (State) % % Lap. str, Rate Bage S Mil,
1/11/10 CenterPoint Energy Resources {MN) 8.0% 10.24 52.55 12/09-A 40.8 (1)
1/20/10 Empire District Gas (MQ) — - - 2.6 (B)
1/21/1C Peoples Gas Light & Coke {IL) 8.05 10.23 56.00 12/10-A 69.8
1/21/10 North Shere Gas (IL) 8.19 10.33 56.00 12/130-4 13.9
1/26/10 Atmos Energy {TX) B8.60 10.40 48.91 6/0B-YE 2.7 (E)
2/10/10 Southern Union {MQ) 7.72 1C.00 38.66 12/08-YE 16.2 (Bp)
2/23/10 CenterPoint Energy Resources {TX) 8.65 10.50 55.60 3/09-YE 5.1
3/9/10 SourceGas Distribution (NE} 7.80 9.60 45.96 12/08-YE 1.6 (I}
3/19/13 Mountaineer Gas (WV) 8.72 - --- 12/08-A 15.0 (B)
3/24/10 MidAmerican Energy (IL) 7.60 10.13 47.08 12/08-YE 2.7
3/31/10 Atmos Energy (GA) 8.61 10.70 47.70 10/10-A 2.9
2010 1ST QUARTER: AVERAGES/TOTAL 8.20 10.24 50.27 172.3
MEDIAN 8.14 10.24 49.96 m———
OBSERVATIONS 10 9 9 11
4/2/10 Puget Sound Energy (WA) 8.10 16.10 46,00 (Hy) 12/08-A 10.1 (R)
4/14/10 UNS Gas (AZ) 8.00 9.50 49,90 6/08-YE 3.5
4/29/10 Central Illinois Light (IL) 7.83 9.40 43.61 12/08-YE -5.7 {R)
4/29/10 Central Illlinois Public Service (IL) 7.59 9.19 48.67 12/08-YE 0.3 (R)
42910 Iinois Power [1L) B.59 9.40 43.55 12/08-YE -7.4 {R)
5/17/10 Consumers Energy (MI} 7.02 10.55 40.78 * $/10-A 65.8 (I)
5/24/10 Chattanooga Gas (TN) 7.41 10.05 46.06 4/11-A 0.1
S5/28/10 Atmos Energy {KY) — -—- - -—- 6.1 (B)
6/3/10 Michigan Consolidated Gas (MI) 7.1% 11.00 38.78 * 12/10-A 118.6 {I)
B6/3/10 Questar Gas (UT) 8.42 10.35 52.51 12/10-A 2.6 (B,13)
6/18/10 Public Service Eleciric & Gas (NI) 3.21 10.30 51.20 12/09-YE 26.5 (B)
6/18/10 Central Hudson Gas & Electric {NY) 7.43 10.00 48.00 6/11-A 9.6 (8,2}
2010 2ZND QUARTER: AVERAGES/TOTAL 7.80 9,99 46.31 230.2
MEDIAN 7.83 10.05 46.06 -—
OBSERVATIONS 11 11 11 12

ATTACHMENTF -7



RRA
GAS UTILITY DECISIONS (continued)
7/30/10 Atmos Energy (KS) - -—- --- - 3.9 (B)
7/30/1Q Louisville Gas & Electric (KY) -_— - - 10/09-YE 17.0 (B)
B/17/10 Black Hills Nebraska Gas Utility (NE) S.11 10,10 52.00 7/09-YE 8.3 (R,D)
B/18/10 Atmos Energy {MO) —-— .- 5.7 (B)
B/18/10 Laclede Gas (MQ) —_ —-- - - 31.4 (B)
8/18/10 Columbia Gas of Pennsylvannia (PA) - --- b 5/09 12.0 {B)
§/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 B/11-A 34.0 (B,Z,8)
9/16/10 Rochester Gas and Electric (NY) 8.47 10.G0 48.00 8/11-A 34.6 (B,2,8)
9/21/10 Avista Corp. {ID) .- - --- 12/09 1.9 (B)
9/22/10 Consalidated Edison of New York (NY) 7.46 9.60 48.00 g/11-A 141.7 (8,2)
2010 3RD QUARTER: AVERAGES/TOTAL 8.13 9,93 49.00 290.5
MEDIAN 7.98 10.00 48.00 ——u
OBSERVATIONS 4 4 4 10
10/6/10 South Carclina Electric & Gas (SC) e - - 3/10 -10.4 (M)
10/21/10 Delta Natural Gas (KY) 7.97 10.4C 44.49 12/09-YE 3.5 (R}
11/2/10 Boston Gas (MA) (14) 7.91 9.75 50.00 {Hy) 12/09-YE 41.53
11/2/10 Colonial Gas (MA) B.16 .75 50,00 (Hy} 12/09-YE 16.5
11/3/10 Atlanta Gas Light {GA) 8.10 10.75 51.00 5/11-A 26.6
11/4/10 WNorthern Indiana Pubtic Service (IN) —_ - 46.29 * 12/09-YE -14.8 (B)
11/19/10 Avista Corp: (WA) 7.91 10.20 46.50 12/09-A 4,6 {B)
12/1/10 ScurceGas Distribution (CO} 8.02 10.00 50.48 12/09-A 2.8 (B)
12/6/10 Nothern States Power-Minnesota (MN) 8.28 10.09 52.46 12/10-A 7.3 (D)
12/6/10 Baltimore Gas & Electric (MD} 7.90 9.56 51.53 7/10-A 9.8
‘12/9f10 MNorthWestern Corp. (MT) 7.92 10.25 48.00 12/08-A -1.0 {B,1)
12714410 Texas Gas Service (TX) 8.65 10.33 5%.24 6/09-YE 0.8
12/17/10 Columbia Gas of Virginia (VA) 7.92 10.10 42,70 12/09 4.9 (B)
12/20/10 Sierra Pacific Power (NV) 5.18 10.05 44,11 12/09-YE 2.7
12/23/10 SourceGas Distribution (WY) 7.08 9.92 50.34 8/09-YE 4.3
12/29/10 PECO Energy (PA) - - - 12/10 19.6 (B)
2010 4TH QUARTER: AVERAGES/TOTAL 7.84 10.09 49.11 118.7
MEDIAN ©7.97 10.09 50.00 ——-
OBSERVATIONS 13 13 14 16
2610 FULL YEAR: AVERAGES/TOTAL 7.95 10.08 48.56 816.7
MEDIAN 7.99 10.10 48.34 ——
OBSERVATIONS 38 | 37 38 49
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FOOTNOTES
A- Average
B- Order followed stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically
adopted by the regulatory body.
Bp- Order followed partial stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically
adopted by the regulatory bedy.
CWIP- Construction work in progress
D- Applies to electric delivery only
DC- Date certain
E- Estimated
Hy- Hypothetical capital structure
- Interim rates implemented prior to the issuance of final order, narmally under bond and subject to refund.

M- "Make-whole" rate change based on return on equity or overall return authorized in previous case.
R- Revised

YE- Year-end
Z- Rate change implemented in multiple steps.
* Capital structure includes cosi-free items or tax credit balances at the overall rate of return.

—

(1) While the authorized rate increase is based on a 10.7% ROE, the settlement specifies that the company is permitted to earn up
to an 11% ROE.

{2) The permanent rate increase includes a $126.2 million increase that was authorized by the PSC on 5/19/0% in a separate
proceeding related to the repowering of the Bartow generating plant. The company had also requested recovery of the Bartow

repowering costs in this base rate proceeding. In adddition, the $126.2 million Bartow-related increase, when adjusted for 2010
billing determinants, increases to $132.1 milkion. :

(3) Authorized 11.9% ROE includes an 11.3% base ROE and a 60-basis-point management efficiency premium.

(4) Parameters apply to rider for the virginia City Hybrid Energy Center, and the specified ROE includes an 11.3% base equity return
and & 100-basis-point premium. :

(5} Parameters apply to riger for the Bear Garden generation facility, and the specified ROE includes an 11.3% base equity return
and a 100-basis-paint premium.

(6) Case is a limited-issue proceeding involving PacifiCorp's incremental investment in a transmission line and an environmental
upgrade project.
(7) The rate increase is effective retroactive to 7/1/10.
(8) The 2010 rate inCrease is effective retroactive to 8/25/10. -
(9) Authorized rate increase represents a current cash return on incremental V.C. Summer nuclear ptant CWIP. The increase
incorporates a previously authorized 11% ROE and incremental CWIP of $399.1 million as of June 30, 2010.
{10) The authorized 10% ROE relates to the portion of the company's rate base not associated with the Emery Generating Station
and Whispering Willow Wind Farm.
(11) Case is a limited-issue proceeding invalving PacifiCorp's incrementai investment in a transmission line and a wind facility.
(12) Authorized rate increase represents a current cash return on incrernental Plant Vogtte Units 3 & 4 nuclear plant CWIP. The
increase incorporates a previously authorized 11.15% equity return. '
{13) Rate increase effective 8/1/10.
(14) The rate increase approved for Boston Gas reflects the combined revenue requirement for both Boston Gas and Essex Gas,
Boston Gas and Essex Gas merged their operations (effective Nov. 1, 2010), with Boston Gas the surviving entity.

Dennis Sperduto
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