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Figure 38: Summary of NU Regulation by Subsidiary 

Subsidiary Allowed Expected Adjustment Mechanisms/Trackers 
ROE Olatrlbullon Rate 

Filing 
Fuel& Electric Stranded/ Pension 
Pu.ehased Transmission Transltloo Tracker 
Power Cosls Costs 

CL&P 9.40% Late'091Early'10 X X X 

PSNH Olst. 9.S7% Filing Made Spring X X X 
'09 

WMECO 8%- Mld-2010 X X X X 
12% 

Yankee 10.10% No Plans X nla nla 
Gas 

Soutce: Company PteSe11Jalions 

PSNH 

On April 17, 2009 PSNH filed a lempormy role increase request with the Public Service 

Commission of New Hampshire INH PSC). The generation side of the business Is 

regulated at the state level with trackers and a set ROE somewhat similarly Ia federal 

transmission regulation. The temporary Increase requested $36.4 million in annualized 

revenues to be effective an August 1, 2009. Subsequently, the company filed a notice of 

intent wiih the commission slating that they would file a new rate schedule an or before july 

1, 2009 that would constitute a $51 million rote increase. The company would request 

rates effective as of August 1, 2009 and os is typical in New Hampshire lhe rate lr.creose 

would be suspended by the commission pending a full general rate case review. This full 

GRC review would be expected to last about a year. The role case metrics oHached to 

either requesled lncrOOse were not mcde publ!c as of this writing; however, according to 

earlier projections by the company, we wculd expect the year-end average rote bose to be 

about $774 million fer distribution assets and about $389 million for generation assets. 

The NH PSC could grant both the temporary increase and a further increase, dependent 

upon the result of the full GRC review, cr they could deny the temporary Increase and 

merely adjudicate the full GRC. The company currently is regulated under a decision 

rendered by the commission on /W:Jy 25, 2007 which allowed a $50.1 million rate 

increase 1+4%), which was premised upon a year-end 2005 overage rate bose of about 

$668 million, a 47.66% equity ratio, and a 9.67% return an equity. 

Cl&P 

The company hos staled publicly !hot given current economic conditions !hot the 

anticipated rote case filing in CT would be delayed from mid-year 2009 to late year 

2009 or early in 201 0. We do have concerns around regulation In CT given the recent 

decision for a separate company, United Illuminating, In that state. To brieRy review that 

case, in November 2008, Unlled Illuminating requested a $52.4 million revenue Increase 

premised upon a rate bose of about $511 million, a 10.75% return on equity and a 50% 

equity ratio. In February 2009, the CT Deportment of Public Utility Con~ol IDPUCI 

approved a role increase of $6.1 million, premised upon a rate bose of about $499 

million, and equity ratio of 50% and a return an equity of 8.75%. After the role order 

United Illuminating announced plans to cut capitol expenditures by $50 million a&er which 
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the CPUC and the CT Altorney General Richard Blumenthal become concerned over how 

this cui would impact reliability. The Altorney General filed a pelilion on MJy 18 With the 

DPUC asking the commission lo revie"'- whether United Illuminating vicloted the order by 
reducing O&M expenses. United Illuminating then Hied a pennon with the DPUC saying 

the Altorney General's request wos without factual support, end that the brief period of 

reduced expenditures would not impact rekability. The DPUC has stated that il wonts lo 

monitor capitol and operating expenditure levels going forward. 

In om view, the Uni!ed Illuminating siluaHon remains worth watching going forward and the 

8.75% return on equity is a concern. If the economy recovers by early 2010 with Cl&P is 

expected. to file a better outcome may be in store in that rote case given less political 

pressure oilhol time. Based upon the company's pro[eclions as of this writing Cl&P's role 

bose ollhe end of 2009 wrtl be $2.351 billion and ollhe end of 2010 will be $2.557 

billion. 

WMECO 

We onlicipole that WMECO will file a role case in mid-2010, the projected role bose ol 

the end of 2009 is expected lobe $410 million and olthe end of 2010 $434 million. 

WMECO currently operates under on allowed ROE range of 8%-12% with tracked 

expenses as outlined above. 

NSTAR (NST) 

A seven-year rate settlement was approved by the lv\cssachusetts Deportment of Public 

Utilities IDPU) on 12/30/05. The seHiemenl includes annual inflotion<Jdjusled distribution 

role increases thai began on January 1, 2007 and continue through 2012. These 

increases me generally offse~ by an equal and corresponding redudion in -transition rates. 

The current rote plan Incorporales a deferral mechanism for lransilion costs that ore 

expected lobe recovered <Ner the 201D-20131imefrome. The amount could approcch 

$250 miUion in 2010. A 10.88% carrying charge is earned on the overage balance. A 

50%/50% earnings shoring mechanism Is triggered If NSTAR Electric's ROE exceeds 

12.5% or fol~ below 8.5%. NSTAR Eleckic can initiate o role proceeding if the ROE falls 

below7.5%. 

The Green Communities Acl was enacted on July 2, 2008 by the Mossochusens legislature 

and the DPU issued its Decoupling order on July 16, 2008. The ad covers solar 

installations, encourages long-term renewable energy contracts, requires implementation of 

a smart grid pilot program, establishes a Renewable Portfolio Standards IRPSI goal far the 

stale of 15% by the yecr 2020, and requires the pursuit of all oosfeffective energy 

efficiencies. The DPU's plan Is lo phase in a decoupling model between now and 2012. 

Utiklies that are operating under o rote agreement can continue to do so, but for all 

incremental energy efficiency spending, NST will be able Ia recover arry lost bose revenues 

and earn performance Incentives on lhol spending. NST &led o pion with the DPU for 

2009 in December 2008 and has since filed o three year p)on. 
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Transmission Initiatives Update 

NST's bose transmission ROE is set at 11.64% with the opportunity to earn an additional 

IOO bp on new consfruc!ion prefects. NST's approximafe transmission rate base is $750 
million. The company completed a second and hnal phase of o major underground 

transmission project In 2008, at a total cost of about $300 million. NST expects 2009 

transmission expenditures to be about $100 million. 

On M;yy 21 , 2009, NST and Nonheost Utilities I NUl announced thot the FERC ruled 

favorably on the proposed structure of a transmission arrangement that interconnects New 

England with the Canadian province of Quebec. FERC approved the particlpant.funded 

transmission line belween New England and Guebec, and the assignment of firm 

transmission rights to HydroOuebec IHGI to enable HQ to deliver loW<:orbon 

hydroelectric power into New England. The new He line will use high voltoge direct 

current IHVDCJ technology to connect HQ's hydroelectric system and New England's 345-
kV system in south central New Hampshire. This will provide approximately 1,200-1,500 

mW of impart capability Into New England at o total cost of on estimated $700 million Ia 

$800 million, including NST's shore of $200 million. Construction will likely lake place in 

the 2011-20141imerrome. This corresponds well with NST's current role plan {described 

above! which· incorporates a deferral mechanism for transition costs that ore expected to be 
recovered {coshj over the 201Q-2013timeframe, including on approximate $250 million 

in 2010. 

NV Energy (NVE) 

NYE Energy is the largest unlity in the slate of Nevada and has lwo main utility 

subsidiaries, Sierra Pacific Resources in the northecn portion of the slate and Nevada Power 

in the southern portion of the stole, whose seiVice territory includes las Vegas. Both 

subsidiaries market under the NV Energy name, and the company changed its name and 

stock symbol hom. Sierra Pacific Resources {SRPJ to NV Energy (NYEJ In the past year. 

Similarly, the two utility subsidiaries ar the company whose !ego! names remain Sierro 

Pacific Power Co. In the north and Nevada Power Company In the South ore now referred 

io as NY Energy North and NY Energy South. 

Under current law in Nevada fuel and purchased power ore trued up on a monthly basis 

and the Commission uses a hybrid test year that adjusts for known and measurable 

changes. Nevada Power. is currently in with a rate case before the Public Utility 

Commission of Nevada (PUCNJ and a decision was mode by the commission on june 24 

and rates became effective on july 1 . 

Nevada legislature 

In the jusl completed legislative session In Nevada the legislature passed some changes to 

utility regulation in the stale. NY Energy Nonh will file their next role case no later than the 

first M<>ndoy in June 2010, and NV Energy South will file their nexi rate case no later than 

the first M<>ndoy in june 2011. Holding to the 210 day slolulort limit within NY for 

deciding a rate case the roles from each filing will become effective, subject to Public 
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Utility Commission of Nevada (PUCNJ approval, on Jonumy I of the year following the 

filing. Further, the PUCN will be allowed under the new law to allow deferral of rote 

implementalion upon the request of a ulility and is allowed to implement low income 

customer roles. The renewable pcrtfolio standard was increased from 20% to 25% by 

2025. The amount of the standard that must come from .solar generated power was 

increased from 5% to 6% of the RPS by 2016. Procurement of power from outside the 

state will now also be allowed to count against the standard. Further, the commission is 

now authorized under the new low to develop and adopt regulations allowing for utilities 

to recover er.ergy efficiency impacls. 

Nevcda Power 

On February 27, 2009, as required under the hybrid test year strucrure Nevada Power 

filed o revised request for $305.7 million versus their original request of about $324 

million made in December 2008. The revised filing is premised upcn a role bose of just 

over $5.0 billion, an equity ratio of 44.15% and o return on equity of 11%. The Staff 

recommendation was Issued an April 14, 2009 and called for a $202.8 million revenue 

increase on a role OOse of ius! under $4.6 billion, on equily rolio of 44.15% and a return 

on equity of 10.5%. The subsidiary currently eorns a I 0.7% return an equity which is what 

we model going forward. On June 18' 2009, Commissioner Sam Thompson issued a 

drah order calling for a $218 million revenue increases premised upcn a $4.7 billion rate 

bose, a 44. 15% equily ratio, and a 10.4% relurn on equity. lhe key difference between 

the request and the staff roc/proposed order aiher ihan ihe ROE was a disollowance of 

CWIP in rate bose related to the Harry Allen plant. The company Is earnings neutral to this 

outcome as they will book AFUDC on ihis CWIP going forward. There will be a cash lag 

related to this, however. 

The droh order would de-skew rates fccm nomesidenlial customers to residential customers. 

Residential role increases from this de-skewing will be mitigated os the increase would 

coincide wilh a reduction in the 8ase Tariff Energy Rate (BTER} lor fuel costs to take piece 

on january 11 2010. NPC's revised request called foro residential customer rote increase 

of 16.7%, and the commission draft order calls for a role increase of 9.3% (12.3% wiih 

the d ... kewing}. With reduclions to ihe BTER the net increase to customers from the draft 

order would be 6.8%. To further mitigate rate shock the commission drah order calls for a 

phase-in of roles in lwo stages. The first stage would be o 3% increase on 7 I 1 /09 and 

the second increase would be lor the balance of the increase of 3.8% (6.8% estimated net 

of the BTER less ihe 3% implemented on 7/1/09} ond will occur on 1/1/10. The 

compcny will book revenue os though the entire rate Increase had occurred on 7/1/09 

and hong !he cosh Ia revenue difference on the balance sheet far future recovery. 

The final order was approved by the PUCN on 6/24 and was slightly better ihan the dra& 

decision. The commission approved a $222 million revenue Increase premised upon a 

$4.7 billion rote base, a 44.15% equity ratio and a 10.5% return on equity. 
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PG&E Corp. (PCG) 

PG&E Corp. is a Iorge utility thai seJVes northern California including San Francisco. The 

company is currently operating under a three yeor role order which will expire on 

1 I 1 I 1 I. P, a result the company will be filing a General Role Case later this yeor fer 

roles Ia be effeclive on 111111. We would Sl<pecllho!lhe next General Role Case will 

coli for a three yeor forward role schedule which would lake occounl of offnlion and Tale 

bose growth over lime. PCG operoles in CA under nearly lull soles decoupllng and all 

energy procurement costs ore passed through. Further the compo!'l)' operates under a multi­

year cos! of capital mechgnism wilh an adiuslor, if lrtggered, and has significant 

precedents in place allhe California Public Utilities Commission ICPUC) related to pension 

recoveries. P, of this writing pensions were 83% funded and the 2006 se!!lemenl with the 

CPUC allowed foi contributions of $176 million per year through 2010. Regulalol'{ 

ac.counting allows the use of a balancing account to neutralize pension related earnings 

impacts, and o balancing account Is used should cosh contributions rise above $176 

million annually. The one malar flem which does gel tracked in same other !Urisdlclions 

which is not tracked in California Is uncollectables expense. There are several different 

regulatory ocnvilies set lo occur for PG&E Corp. beginning Icier this yeor and throughout 

2010. We detail them below. 

Co>J of Capitol Mechanism Filing 

The current cost of copllal adjuslment mechanism operates through the end of 2010. The 

mechanism sets an initial return an equity and then allows for tho! ROE lo be adius!ed on a 
once a yeor bosis shou!d o bor:d index move by more than 100 bp. If the mechanism 

were triggered in this way the ROE would be adjusted up or down by half of the move In 

the index. The index Is measured aMuolly from October to September eoch year. The 

company then makes on advice hling al the CPUC indicating the move In the reference 

bond Index and the calculoied ROE adjustment, if applicable. We would anficipale this 

advice filing is made in mid-October. There is some disagreement over which M:Jody' s 
Bond Index should be used as the reference index os the CPUC regulations In the 

mechanism do not specifically address how to !real a split rated company. However, lor 

Edison International, !he CA utility subsidial'{ of EIX, which is also split rated, the lower 

rating was applied. This is important os so far the ~Woody's Boo Bond Index is above the 

100 bp trigger level while the /WxxJy's A Bond Index is still below the !rigger by obout40 

bp. Ills our view tho! the Boo Index will be applied this fall. 

Since the ROE odjuslmenl mechanism is only In place through 2010, another filing has lo 

be mode In the spring of 2010, likely in April, for the Cost of Capitol mechanism which 

will be in place In 2011 and beyond. This will open the issue of whether the multi year 

ROE ad!uslmenl mechanism is kept or whether CA reverts lo annual Cost of Capital 

proceedings os was done In the pas!. It Will also allow for the palenHol adiuslmenllo the 

allowed copllal structure, which Is now 52%. We expect the company lo file for a multi 

yeor mechanism in April and a decision lo be made by the CPUC on this matter by 
December 2010. 

ATTACHMENT D- 60 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Ulllllles 

Energy Efficiency lncenlives 

The Energy Efficiency lncennves in California ore awarded using a look back mechanism. 

The utilily gels to book a portion of the award an an annual basis using a one year look 

back and after a three year "cycle" gets to book the remainder ,of the award by looking at 

the performance over that entire three year period. The company received 35% of the 

calculated 2006 and 2007 incentives amid debate at the CPUC over how to meosure the 

direct impact of PG&E's programs and what portion of overall efficiency gains those 

programs were directly responsible for. The CPUC plans o full review of the 2006-2008 
cycle by year end 2009 and completion of the true1!p for the three year period by year· 

end 2010. 

The 2009-2011 cycle Is also under review at the commission with o fuff review of the 

entire mechanism under way. The CPUC has indicated that the avowed goal of the 

proceeding Is Ia make the process lronsporenl and simplified. Although there has been 

some opposition to the energy efficiency awards voiced in the CA Assembly, we expect 

some sort of long term award mechanism to be put in place by year-end 2009. 

Electric General Role Case 

The current general role case under which the utillly operates terminates In january 2011 . 
Therefore the company will file a new GRC before the CPUC. A notice of Intent, which 

will contain the mo[orily of the details of the filing will be mode in August 2009, with the 

filing of the first application occurring In November 2009. Teslimorry would be expected 

to be filed in December 2009 with litigation occurring throughout 2010. Third party filings 

and company responses will occur in the spring, hearings will likely be held in the summer 

with o final decision by yearend. The CPUC has been later than this on some decisions 

in the post but if thai delay occurs roles would be mode retroactively effective to 1 I 1 I 11 . 
lfl our view lhe process would stretch no further than N\orch of 2011 . The commission 

under the CA statutes will hove 30 days after an AU decision is rendered to issue a final 

order. 

FERC Transmission Rate Orders 

In California transmission rote base is regulated by the FERC 'at the national level. This role 

base currently earns a 12% return on equily versus the 11.35% return on other assets as 

awarded by the CPUC. The FERC sets this return in on annual filing with the commission 

which ihe company makes every August for. a decision in approximately l 2 month• Hme. 

This limeline gels extended somewhat If there is o prospect for seHiemenl which has 

occurred the last couple of years. The last decision was Transmission Order 10 in which 

the company asked for a $760.5 million revenue requirement and received o $718 
million revenue requirement under o seti!emenf in October 2008; Transmission Order J 1, 
In which the company requested $849 million has reached a seHiemenl which has been 

~led with on AU ol FERC, a final decision is onncipoted in 3Q09. Transmission Order 12 
will be filed at the FERC on or obaut August 1 , 2009, 
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Other Items 

In what amounts to o ver; full regulator; yeor, the company will aka file theil next Gas 

Accord in the second half of 2009 with a decision likely by 30 lO and will hie their 
compliance filing with regard to meeling California's renewable panfolio standard (RPSJ of· 
20% on Augusi 1 , 2009. 

PNM Resources (PNMJ 

PNM Resources operates an iniegraled electric utility in New Mexico, PNM Eleciric (PNM 
E) and an T&D utility in Texas, Texas New Mexico Power {TNMP). On May 28 the New 

Mexico Public Regulaloty Commission (NM PRC) approved o staggered $77. 1 million 
revenue increase For PNM-E that will take ploce in 2009 and 20 I 0, As pori of the order 
the company is prohibited from any role Increases unlil Match of 20 I I . The New Mexico 
legislature also passed a forward lest year Into law undet which .PNME's next role case, 

presumably filed in 2010 for rates effective aker March ol 20 I I will be filed under. As ol 
this wrtnng il is difficult to say whollhe liming and structure of the next PNM-E role filing will 
look like. 

TNMP 

TNMP has on ongoing role case In Texas which wos filed by the ccmpony on August 29, 

2008 requesting $8.7 million in revenue increases. An amended request was filed on 
March 31, 2009 which ir.creased the requested revenue increase to $24.4 million or 
+ 16%. The request was updated for Hurricane Ike interruption costs,- as Texas !ow naw 

allows for such recover;, and a higher cost of debt. The amended requesi is premised 

upon o $430 million rate base, a 40% equily raiio, and o requested return on equity of 
11.25%. About $6 million of the differential between the original and ihe amended 
request te5Uits from increasing cost of debt (from 7.14% io 9.43%), onoiher $5.1 million Is 

resultant from a propascltc recovet $20.6 million in Huuicane Ike related costs over the 
next ~ve yeors. 

On june 3, 20 I 0 the Public Utilities Commission ol Texas (PUCT) Stoff Issued o 

recommended order of a $7.6 million revenue increase premised upon o rate base of just 

under $430 million, on equily ratio of 40% and a return on equily of 10.33%. The $7.6 
million recommended increase includes a $5.0 million storm allowance per Ike, a $I. 1 
million transition cost recr::Nery rider increase ond a $1.5 million l:ose rafe·i~~rease. These 

lead to a difference of about $17 million between ihe $ 18.2 million base rote increase 
sought by TNMP and ihe staff's recommendation of $1.5 million. Approximately $I 4 
million of the difference is made up of net operoting Income items while the remaining $3 

million results from a lower recommended return on eqvlly. The biggest NOI llems are a 
reduction in D&A expense 1$5 million) and a 1\ow through of lox benefits lo ratepayers ($5 
million). 

The company announced o seHiement with aU parties to the case had been filed with the 
PUCT on June 22, 2009. The agreement would allow a $6.8 million Increase in base 
rates and an addmonol revenue increase of $5.9 million to cover Hurricane lke restoralion 

ATTACHMENT D • 62 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Uti lilies 

and increased financing costs. This settlement for a $12.7 million total revenue increase 

was black box in nolure. Hearings were held the week of June 16 2009 and a PUCT 
decision is expected pricr to early October 

Pepco Holdings (POM) 

POM's regulatory calendar on the stale level in 2008 was focused towards the beginning 

of the calendar year, while the company remained active with FERC through the feller part. 

of the year with regards to the Mid-A~ontic Power Pathway IMAFPJ transmission line. POM 

did receive some good news on 10/31/2008 when FERC approved the 150 bp adder, 

bringing POM's allowed ROE on the project to 12.8%. The leek of activity in 2008 on the 

stole regulatory front brings on a busy 2009 for POM, with all subsidiaries filing role cases 

in ol least one jurisdiction, and some additional regulatory moHers !addressed below in 

greater detail) with regards !o pension and other benefit expense !rockers, stimulus funding 

for efficiency and smart meters, and low cos!_ financing options from the DOE for MAPP. 

Pepco 

POM's Pepco subsidiary recently filed 15/22/2009) their first role case of the year, and 

probably POM's most significant of 2009, in Washington D.C. The company is curren~ 

asking for a $51.7 million revenue Increase, premised upon on 11.5% ROE and an equity­

to-totokop rolla of 53.8%. Washington, D.C. con of best be described as an overage 

jurisdiction from on investor's standpoint, and as a resull, we have, in our view, tempered 

expectations for how much ofihe company's current ask will actually be allowed by the 

PSC. This is further reinforced after looking ol Pepco's most recenlly decided rote case in 

D.C. The finJJI order included a revenue increase of $28.3 million, premised upon a 

10.0% ROE and an equity to total capitalizanon ratio of 46.6% !for rates effective 

2/20/2008), aher the company originally requested a revenue increase of $50.5 million 

with on 11.D% ROE and 46.6% equity-total cap reno. 

Rounding out Pepco's neor-lerm regulatory schedule is an expected filing in Maryland 

during 1 QlO. We have baked Into our estimates $44 million In rate relieffor all of Pepco 

ithe company Is 53% In D.C and 47% MD by role bose), rellecting a fairly dour, however 

reolislic, result in both cases. The asking amount in MD's rate case is not expected to be of 

nearly the same magnilude as D.C.'s hling, as the company manages to earn much closer 

to their allowed ROE. Furthermore, Pepco's role case history in Maryland, as exhibited by 

the gross discrepancies between the company's initial requests and the commission's fi~al 

orders, can be described as negatively leaning at best. 

DPL 

On 5/6/2009 DPL filed a rote case In Maryland, requesting a revenue Increase of 

$14.15 million, premised upon an 11.25% ROE and a 49.9% equity to total cap 

struch..lre. While Maf)Aond Is not, in our view, a jurisdidion that is construdive for utilities, 

DPL has historically had fairly good regulatory relaiion,hips. In DPL's last MD rote case, the 

company's final revised request was for a revenue increase of $15.8 million, with a . 

i 0.75% ROE, and a 48.6% equity io lola! cop ratio. The MPSC's final order was far a 
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revenue Increase of $14.9 million with a 10.0% ROE and a 48.6% equity Ia lolol cap 

ratio. 

DPL is also expecled lo file on electric role case in Delaware during 3009 followed by o 

gas role case filing in Delaware during 2Q 1 0. DPL's Delaware (urisdiction (58% of e1eclric 

rote bose) is, in our view, average to slightly better than average, and the company's better 

(relalivel performance !here (ad(usled earned ROE of 8.20%1 makes rhe upcoming case 

there somewhat less important relative to the current case in Maryland. Baked into our 

eslimoles is lola I relief for DPL' s electric operolions in Maryland and Delaware of $ 18 

million. We believe that our rate case outcome assumption is reasonable, and may prove 

lo be oplimlsk if Mo"!iand's case doesn'l come Ia fruilion as conslruclively as !he mosl 

recenily decided case did. 

ACE 

During !he lhird quorler of 2009, POM's ACE subsidiary will be filing a role case in New 

Jersey. Baked lnlo our eslimoles for ACE is role relief of $16 million, an omounllhol may 

prove to be conservative but that we ore comfortable with especially when considering 

NJ's hislortcolly uncertain regulolory !rack record. 

Pension Deferral Filings 

On May 1, 2009 POM filed in all of !heir (urisdiclions o requesllo defer, in aggregole, 

$35 million In pension expense for 2009. The omounl deferred would !han be 

lr.corporated Into the ~ext rote case filing for each utility, respectively. In addition, POM is 

making a push lo esloblish a lhree year moving overage of pension, orher employee 

benefit, and bad debt expense thai would help lo mitigole !he cos! increases for POM by 

allowing a surcharge and would dampen !he role shock consumers experience when the 

expenses would otherwise roll into rates after cases. 

Polenlial Benefils from the Slimulus Package and DOE 1niliotives 

POM's "Biueprinl for !he Fulure· program Is o good candidole for !he governmenl slimulus 

funds that have been earmarked for smart meters, efficiency, end caose!Volion programs in 

general. Alrhough !he compelilion for !he governmenl funds is mosllikely going lo be quile 

stiff (preliminary Indica lions are rho! only six 1o eighl projecls nationwide may be In rhe Hrsl 

round lo receive funding!, we believe !hoi ills deHnilely a possibility rho! POM will olleosl 

partially secure funds from the governmenl's program. In oddi!ion, we lhink !hal POM's 

MAPP transmission line Is o strong candidate for the DOE's loan gUarantee program. If 

POM is successful in !heir opplicolion, !heir financing cos! for !he pro(ecl would drop 

subsranlially {could be as much as 300-400 bp of lncremenlol benefilln lerms of reduced 

borrowing cosls on POM's requesl for $684 million In MAPP financing). 11 is beginning lo 

appear Increasingly likely thor POM will benefil from !he DOE's program (0n May 27 

POM was rold by !he DOE rharrhelr applicolion was selecred for a due diligence review) 

wilh a final decision expected lenlolively during 3009. 
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Portland General Electric (POR} 

POR received a knal order an janumy 22, 2009 in its mas! recenf GRC. The 
corresponding role base assacfaled wilh !he order was $2.278 billion. POR's aulharized 
ROE under !he order was 10.1%, wilh an equity slruclure of 50%. The order further 
aulhorized POR's proposed decoupling mechanism (described below!; a candillon of !his 
mechanism wcs a reduclion In the company's allowed ROE from 10. 1% originally 
authorized Ia 1 0.0%. POR's general role cases utilize a foJWCrd-loaking fest year. The 
compcny calculoles allowance for funds used during construction (AFUDC} on construction 

work in progress, and when capitol projects are placed into service, both capital 

inveslment and AFUDC ore included in rote bose. Pending or planned cases include: 

• UE·204, which is o request for recCNery of costs associated with Selective Water 
Wnhdrawal Projecf, with an estimaled cas! of $80 million IPOR's share!. An 

implementation date under existing rate parameters is pending. A prehearing 

conference will be held following !he conclusion ol POR' s root cause analysis of 
certain operational complicolions 

• Annual Power Cos! Update Tariff, lor which an iniHal filing wcs made in April 2009 
and will be made once again in April 2010, to cdjust rates to reAect updated 
forecasts of net variable power costs. This is expected to be implemented on january 

1 of the year following !he Bling. Under the Annual Power Cost Updafe Tariff, 
customer prices ore adjusted annually to reflect the latest forecast of nel variable power 

cosfs for the following year. As required, the company's initial forecast of 201 0 power 
costs was submiHed to I he Oregon PUC (OPUCI on April 1 , 2009. Such forecast will 

be updated during the year and will be finalized in November. Bosed upon the final 
forecasl, new prices, as approved by the OPUC, will became effeclive 
Janu01y 1, 2010. 

• Renewable Adjuslment Clause Filing, lor Biglow Canyon II projecl made in April 
2009 lor deferral unnl the project would be included in rates on januaty 1, 2010. 
The company anlicipales a similar filing lor Biglow Canyon Phase Ill in 2010. 

Decaupling Adopted 

A decoupling mechanism was approved In POR's recent role case filing (UE-1971. The 
decoupling mechanism referred to as the "Sales Normalizofion-Adjustment" (SNA) and the 
lost Revenue Recovety (lRRI. The SNA applies to residenlial customers Is simple balancing 
account and rate adjustmenf process !hat would greai\y diminish· !he disincennves of 
supporting and encouraging innovative and effective programs to lmprove customer energy 

efficiency. The disincentives ore manifest through reduced energy usage that in turn lowers 

POR's revenues, particularly revenues fa cover the fixed cosfs of POR's operations. In 
addition to !he SNA for restdenlial cuslomers, the Commission approved ihe lRR 
decaupling mechanism applied to large nan,esidenlial customers the loads less !han 

·1mW. 
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Advanced Metering 

POR will deploy 850,000 ·smart meters· to residential and commercial customers. The 
company deployed approximately 16,000 meters In the systems acceptance testing phose 
of the project. The systems acceptance testing phose has been completed and full 

deployment of the remaining meters began in April 2009. The project is expected to be 
completed in 2010 with an eslima!ed cost of $130 million-$135 million. 

PPL Corp (PPL) 

PPl Corp. is a vertically integrated utility in Pennsylvania which operates an unregulated 
generation subsldlal)', PPl Supply, a regulcied T&D utility, PA Eleciric Delivel)', and on 
lntemolional Delivel)' segment which owns and operates T&D assets in the United 
Kingdom. 

PPl Supply end Rote Cops in PA 

PPl Supply currently operates under rote caps for their provider of las! resort (POlRJ load 
that were put In place In PA when the generation industry was deregulated. These rote 

caps are sella expire on 1/1/10. The other companies still operating under rote cops in 

PA (EXC, FE, AYE! (emoln capped until1/l/11. PFl Supply filed with the PA Public Ulility 
Commission (PA PUC) in 2007 to procure power for 2010 under-six auclions to be held 
Mtic:e a year. This was done to o1low for a. •dollar cost avercge•type approach to power 

procurement and not leove !he enlire load vulnerable to price spikes in eilher direction on 

any particular day. Power has been procured under the approved auction process in five 

auctions so far, with pricing as indicated in figure 39. 

Figure 39: PPl Auctions 

PPL AucUon Re!mlfs & Expectations 5th AucUon 4th Auction 3rd Auction 2nd Auction 1st Auction 

Off-Peak gn 3/31109 2D 9/29/08 £!!]3/24108 en 1~11£07 on Z/23107 
PJM West Hub 7x8 $ 43.00 $ 54.63 $ 48.39 $ 42.23 $ 37.71 

PJM West Hub 2x16 $ 43.00 $ ea.24 $ 67.44 $ 84.34 $ 68.79 
On-Peak 

PJM Wast Hub 5x1B $ 68.00 $ 84.-41 $ 83.72 $ 78.86 $ 77.43 

PJM Wast Hub ATC $ 60.14 $ 71.40 $ 68.84 $ 63,88 $ 82.64 

Tolal Gap to ATC (1) 1 3660 ~ 4082 ~ 39.96 l 41.12 l 35.46 

ExpectedfActual Auction Result $ 88.74 $ 112.23 $ 108.80 $ 106.00 $ es.oo 
Notes: 

{1) Gap Includes capacity payments. line losses, andllary services, etc 

MuiUple of ATC prtce 1.73x 1.57x 1.58x 1.64x 1.57x 

5oulce: 8/ccmberg, Borclays Copilot &rimores 

The Issue of rate shock came to the lore in PA In 2008 as the auction prices for power 
were signikcantly above the currenl copped POLR roles. To mitigate role shock to end use 

customers PPl proposed a rote mitigation pion with the PA PUC under which cash 
collections from customers would be delayed, and the difference belween actual cash roles 
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chorged to customers and revenue booked of market rates would be hung on the balance 
sheet. This would allow PPl to go to market but would slowly raise rates for customers over 
a three year period. In other words, rather than, for example, say o 24% increase in 
20 l 0 the customers would see an 8% Increase per year for the next three years. 

Political pressure from the legislolure increased In 2008 with attempts to extend rote caps 

as welt as a compromise proposal that would hove sanctioned the miligation plan concept 

into law. late in the 2008 session, the PA legislohJre pcssed HB 2200 from which the 
extension ol rote caps was removed. The bill pcssed 47-3 in the Senate and 157-3 2 in 
the House, and called for "leostcost• and "compelilive-prccurement• requirements which 

would allow fer_ RFPs for power and long term contracts for procurement instead of or in 

addition Ia oudion processes. The bill also included new requirements for PA PUC review 

of long term power contracts, demand side management targets of 2.5% around the dock, 

and 4.5% on-peak consumption reduction in ~ve years time, and for smart meters to be 
depredated over 15 years. 

The debate over role cop expirofion, os expected, has begun anew in the 2009 legislalive 
session. House Speaker McCoiiiDJ has introduced House Bill 20 which would write into 
law role mitigation plans similar In nature to the one PPl has filed and that has received PA 
PUC opptoval. Also, Bud George IDJ has introduced o role cop extension bill similar fn 
nahJre to the one he introduced in the 2008 session which did no! pcss. II is likely that the 

budget process dominates legisla6ve advity through the summer and role cap or rote 

mitigation is.sues will not come to the fore until September and Oc!ober of this year. 

PA Electric Delivery 

We anlidpale !hot PA Electrtc Delivery will file a rate case with the PA PUC in the spring of 

2010 lorrotes to be efleclive 1/1/11. The regulatory ptocess in PA would be expected 
to toke approxlmately nine months to complete. The company's lost rate case was 

adjudicated In 2007 wilh o commission decision on 12/6, which allowed a $55 million 
inc~ase In revenues, or + 1.7%. Internal metrics of the rote case were not specified. The 

compcny had requested on $83.6 million revenue increase premised upcn a rate bose of 
about $2.0 billion, a 43. 13% equily ratio and a rerum on equity of 11.5%. 

International Delivery 

In the U.K. regulotol)' and rate seHing process works differently than il does in the United 
States. Under the U.K. role structure all utility companies go in for a rote review at the 

some liffie under which rates ore set for the next five year period, otherwise known as o 

Distribution Price Contra! Review IDPCRJ. The U.K. regulator will perform a regression 
analysis to find lhe theoretical maximum efficient company. The regulator wHI then 

determine the returns and overall revenue requirement thot lhis theoretical company would 

earn. Then each compcny is placed where they belong along the regression according to 
vaclous measures d efficiency and their revenue requirements ond 1eturns ote thus 

determined. The process allows for the compcny to set a capital and O&M budge! for the 
next five years. The companies also have an opportunity to earn bonuses olx>ve and 

July I 6, 2009 67 

ATTACHMENT D- 67 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Ufillfies 

68 July 16, 2009 

beyond their revenue requirements for the highest customer service ranking ·twhich PPL has 

been awarded for 5ome lime) and fer !he lowes! cos! of service, al!hcugh !his mechani5m 

does not make odjuslmenls for the natural cost differentials betvveen a rural and an urban 

'Y'Iem. lnifial proposals under !he DCPR curren!ly under way ore expec!ed in july 2009. 

Progress Energy (PGN) 

Progress Energy florida (PEF) 

On March 20, 2009, PEF filed wilh !he Florida Public Service Commission IFL PSC) for o 

$500 million role increase, premised upon 50.5% equily and a 12.54% ROE. The new 

roles would be effeclive for janu01y 1, 2010. PEF is asking for a 20 I 0 lesl year in !he 

process. As pori of !his role requesl, PEF asked for $13 million in inlerim roles. PEF Is also 

filing for $63 million of role relief associo!ed wilh !he repowering of !he Bartow plan!, 

which Is scheduled Ia come on~ine In June 2009. The Fl PSC approved boih !he inlerlm 

and Bartow requests in full, subjecllo refund, on lV'q 19. The $76 million In higher roles 

were effedve as of july I. On April 9, PEF received approval for o reduclian in fuel 

expenses of $206 million. Taking !his lnlo accaunl, !he nel lncrecse of the fuel reduclicn 

and rote increase requesi would result in, at most, a $294 million increase to· customers by 
January 20 I 0. The Fl PSC is expecled to rule in !ole December on !he bose role Increase. 

As we've noted previously, recent constructive decisions In Florida, as well as the 

accompanying redudion in fuel cosfs, suggest to us that a posilive outcome Is probable at 

PEF. 

In May1 PEF announced it would be postponing by 20 months the construction schedule of 

ils proposed levy nuclecr sile- suggesling on on-line dole for !he prajecl of 2020 or Icier. 

The NRC has provided a limi!ed work autharizo~on lor !he green field sile, and PEF has 

recenrly concluded lhatlhe au!horizalion does r.ol canlempla!e some of !he more advanced 

sile prep work !hey had planned unHI!he NRC gels more comfortable around !he geology 

and seismology of !he nuclear island which is localed in a we!lands environment. We 

expecl full aulhorizalion and !he COL will be issued ol some pain! - likely in late 2011 or 

early 2012- but !he delay should lower capex for 2009 and 2010 by aboul $1 00 
million and $350400 miH!on, respectively. 

On !he subjecl of cos! recovery for expenses related lo !he levy build, PEF updo!ed lis 

filings before !he Florida PSC on lV'q I. Through 2009, PEF eslimoles !hoi II will be · 

aboul $300 million undecrecovered In Florida. Under exlsllng stalule, PEF would be able 

Ia recover !hal $300 million, plus 20 I 0 spending ad(uslmenls, !hoi would resull in a 

cuslomer increase of aboul $446 million. Most.of !his amounlwould be a poss·lhrough of 

cosls and capllal, and likely resul! In about $32 million of higher earnings !for bolh levy 

and !he CR3 uprate). In PEF's 1V'q 1 filing, II proposed Ia defer !he $300 million under­

rec.INery over five years- sohening lhe 2010 role increase lo customers- if allowed lo 

earn carrying cosls on !he deferred bolonoe. The resulnng change would reduce 2010 
customer Impact by aboul $210 million, bul would acluolly Increase PEF's earnings by 

abaul $29 million pre-lox lin addi!ion lo !he $32 million ciled obove)lo reflect a relurn on 

carrying charges. This could odd $0.06-$0.07 versus currenl pro(eclions, and we don'! 
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believe this is currently Included In consensus esllmales. Hearings are expected in the 

matter from September 8-l l, wilh a Fl PSC vole likely around October 16. New roles 

would be effective in January 2010. 

Progress Energy Carolinas (PEC} 

In South Carolina, PEC filed lo reduce fuel cosls by $13 million on MJy 7. A seHiemenl 
was approved by the South Carolina Public Service Commission {SCPSC) in early June, 

with roles ellecnve lor July l , Also In early Moy, the SCPSC approved a settlement 
regarding demand side management {DSM) and conservonon !hal would allow PEC lo 

recover those investments through on annual rider. 

In North Carolina, the legislature allows for u!ililies ta recover DSM expenses as part of its 

2007 energy legislation. The North Carolina Utilities Commission {NCUC) has approved 
a 2008 r"Guesl by PEC lo recover DSM and renewable energy portfolio standards casts 
through clause mechanisms. PEC filed lo reduce fuel costs by a small amount on june 4, 
2009, and also made small filings !o adjust efficiency and renewable costs. Hearings ore 

slated for September, with orders expected in October. The adjuslmenls would toke ellecl 

on December l, 2009. 

longer term, PEC has made filings lo support ils goal of imprcving its distribution grid via a 
$260 million investment over five years. PEC :sees these investments as a precursor to 

eventual smart grid upgrades, and as a part of lis DSM work. A decision from the NCUC 
could be forthcoming with respecl lo both the details of the plan and lis recovery 

mechanisms at any point. 

Public Service Enterprise Group (PEG) 

Public Service Electric & Gas (PSE&G) 

PSE&G is In the middle of several rate filings and a fair amount of regulatory aclivily, as the 
economic situalion in New jersey has caused Governor Corzine to urge utililles to increase 

near-term spending on items such as energy efficiency and conservoli~n in the interest of 

adding jobs Ia stem the recession's impact. To thai end, PSE&G has hied for $1.7 billion 
in infrastructure, conseJVafion, and solar spending in the early part of 2009. $698 million 

of inkaslructure spending hos already been approved by the New Jersey Boord of Public 
Utilities INI BPUI, which granted a 48% "GUlly slruclure and l 0% ROE - shy of the 51% 
"GUily and 1 D.5% ROE r"Guesls, but the company was also given a monthly lruet~p on 
oclual spending Ia eliminate cash lag. The remaining $963 billion Is comprised of $773 
million of various solar fniliatives, and $190 million of conseiVOtion spending .. Both 

r"Guesls ore expected lo be reviewed by the BPU CNer the summer. We expect similar 
treatment to that received for the infrastructure projects.' 

PSE&G also filed on electric and gas role coso in New jersey on Moy 29, asking lor a 
gross Increase of $230.6 million. This amount would be offset by $97 million in 

reductions associated wllh lower gas commodity costs, resulting In a nel requested Increase 
of oboul $133.6 million. The case is based on $6.2 billion of role bose {$3.8 billion 
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eleclric; $2.4 billion gosl. o 51.2% equity structure, and 11.5% ROE. It uses o 2009 test 

year, implying o port-historical / port-forward looking test year in the case. In addinon, 

PSE&G is asking for a tracker mechanism on capex spending, which would further reduce 

regulaiory lag. The filing· should receive a ruling from the BPU within the next nine to 12 

months. 

Sempra (SRE) 

SRE has the benefit of a very secure regulatory future in both the near and medium term. 

With the approval of a multi-year settlement on August 1, 2008, SRE's regulated 

subsidiaries lgas distributor Southern California Gas, SoCaiGas) and gas and electric utility 

Son Diego Gas and Electric !SDG&EJJ have annual revenue increases of about $95 million 

locked up through 2011, keeping both utilities out of extensive rate case proceedings until 

2012 is addressed. The more minor regulatory issue that SRE will be addressing with the 

CPUC in the coming months is SoCaiGas's cost of capital tracking mechanism that is 

currently partially lied to 30 year treasury yields. SRE believes that due lo government 

intervention In the treasury market, the artificially low yields are not adequately capturing 

the cost of capital for the utility. A final decision for SoCoiGas is expected during 3Gi09 

and we believe thai the commission is likely lo allow the change, due in o large port to the 

fact that every other California utility has o cost of capital tracker tied to o utility bond index 

rather than a treasury bond index. 

Efficiency, Conservation, and Renewcbl~s 

Beyond lroditional rate cases, SRE also had o successful 2008 in terms of efficiency, 

conservation, renewable related programs. With the rollout of SDG&E's $500 million smart 

meter program already in process, additional smart meter installations planned for 

SoCaiGas (final approval expected in 4009 wilh installations expected to begin in 

2011 J. and final approval of the Sunrise Powerlink transmission line already in hand, SRE 

is well positioned to bene~! from policies aimed at pushing a "green" agenda. 

Southern Co. (SO) 

Southern Company operates four regulated utility subsidiaries, Georgia Power, Alabama 

Powef, Mississippi Power, and Gulf Power, locaied in GA, Al, MS, and Fl, respecfively. 

They abo operate an unregulated IPP subsidiary, Souihern Power, whtch acquires or builds 

generating assets and signs lhem to long-term contracts, a model which minimizes risk. The 

only upcoming regulatory item of significance for Southern is the upcoming june 20 l 0 

filing of a GRC at Georgia Power, and the regular annual processes in Mississippi and 

Alabama. The company Is not expected to file a rote case in Florida at this lime. 

A summary of regulations by subsidiary is provided in Figure 40. 

ATTACHMENT D -70 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Utilllle$ 

figure 40: Southern Co. Regulations by Subsidiary 

Base Rates Alabama - !i!!!I ~rsslnleel 

Alternative Ratemaklng Rate RSE PEP-I 
Traditional Regulalfon ROE Band ROE Band 

Regulatory Clauses 
fuel y y y y 

Purchased Power Energy y y ' y 
Purchased Power Capacity y y y 

Environmental y y y y 
Energy ConseMtion y 

Need 
Integrated Determination Certification 

New Planl CertifiCatiOn y Resourc.e Plan Process Process 
Stann• y y y 

CINIP In Rates New Nuclear New Nuclear New Baseload 
ConslderaUons 

Test Year Forward Looking y y y y 

For 
Environmental 

Rate BaseAvg. Original Cost v y y Capital 

Rata Base for 
Valuation End cf Period PEP 

Sou~re; Company Slide Presenlolion 

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

Georgia Power 

Georgia Power is operating In accordance with a threeyear accounting order that was 

settled and approved by the GA PSC on 12/18/2007. The seHiement called for a bose 

revenue Increase of $222 million for environmental spending recovery and a base rate 

increase of $99.7 million. The company had originally requested $406.7 million in 

200B, with an oUerna~ve plan with incremental increases of $191 miUian In 2009, and 

$45 million in 2010. The ROE dead bond range is the some as currentol 10.25%-

12.25%. In addition, the seHiement calls for o rider which would allow lor annual true­

ups/downs related to environmenlol spending. Greater than lhis ronge, there is a two-thirds 

to one-ihird shoring of pro~ts beiween customers and shareholders, respecnvely. 

The Georgia commission is composed of five fuiHime commissioners who ore elected to six 

year staggered terms in statewide elections. The chairmanship is rotated annually 

according lo legislative stipulations; the curcenl chairman Is Doug EvereH. We v!ew 

Georgia as a constructive regulatory environment, despite the elected nature of the 

commissioners. lauren McDonald Is back on the commission after a hiatus since 2002 

replacing Angela Spier. CommiS>ioner Robert !Bobby) Baker faces re<lledion in 2010. 

Georgia Power Is required by low lo kle o rote case no later than June 30 of nexl year. 

July and August will likely conslilule the requesfing, gaihering, and submittal of various data 

requests. The staff should Issue its recommendation in late August or early September, oher 
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which hearings will be conducted in the September/October limehame. Cases in 

Georgia are filed on a forecast forward test year basis. By law Georgia Power is required 

to file a one year role case, and in addition to this will likely ~le a recommended ihre"'Yeor 

accounting order plan. Georgia Power has done filings at the commission this way since 

1995. We onlicipole ihoilhe filed equily rallo will be about 51% using actual; however, 

It is important to nole that in Georgia ell short·term detl is excluded from that colculonon. 

The Commission con adjust both the equily rolio and the ROE In lis final order, so those will 

be lwo points of discussion. Historically, however, most of the discussion and any 

adjustments hove occurred to the ROE. 

Fuel recovery in Georgia Is not automatic but requires a filing and o hearing before the 

commission to review and approve the forecast costs and the recovery of any differenticl 

balance between what wos previously forecast and what was actually collected. Georgia 

Power is allowed to institute a fuel hedging program, which operates under a sharing 

mechanism whereby any benefits ore allocated 75% to ratepayers and 25% lo 

shareholders. 

Alabama Power 

Alobomo Power operales under a role stobilizotion plan. The current ROE range Is 13%-

14,5%, which has on adjusting point at 13.75%-i.e., if the ROE falls outside the 

specified range, roles will be reset to on ROE level of 13.75%. The RSE has been In effect 

for 20 years and will remai~ in effect unlil discontinued or modi~ed as deemed nece~ary 

by the Alobomo Public SeiVice Commission. In fall 2004, the Alabama PSC also 

approved on environmental spending !reeker, which allows for the foiWOrd-looking role 

recovery of environmental spending. We do not currently anticipate a role case to be filed 

for this subsidio'Y In the next 12-24 months. 

The Commission saw the retirement of President Jim Sullivan, who chose net to seek re­

elecfion, in the past year. President Sulli~an was lhe longest seiVing utility commissioner in 

the count'Y, having se!Ved from 1983 to 2008. He was replaced by current President 

lucy Boxley, a Democrat, ond a former U. Governor and State Treasurer of Alabama. The 

company received $168 million in a corrective rate package for 2009 and agreed not to 

seek base role increases for environmental increases for 2009. Environmental increases 

were deferred no1 foregone. 

Mississippi Power 

Mississippi Power operates under PEP·4, which attaches pe~ormonce enhancements 

around a benchmark ROE. On September 30, 2004, this benchmark ROE was set to 

10.70%. Mississippi Power's lost rote case concluded In 2002 and instituted a rote hike 

based on a 12.88% ROE, In the bst PEP·4 review specifies on 11.6% ROE for Mssisslppi 

Power. We do not currently onlicipate a traditional rote case to be filed for 1his subsidiary 

in lhe next 12-24 months. The company will make another PEP filing by the end of 2009. 
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Southern has proposed construction of a commercially sized IGGC plant and mine in. 

Kemper Counly, Mississippi. The plant would be a mine mouth fccilily using locally mined 
lignite cool. The last cost esfimale made public by Southern was $1.2 billion for the IGGC 
plant and $0.6 billion for the mine. Because the ga,ifier uses air blown based technology 

developed at SO's Wilsonville, Alabama test facility it work.s with low grade cool. A 

higher-cost oxygen blown IC-GC technology would not work on low grade MS ljgnile cool. 

The plant would also copltlre C02 and use it in enhanced oil recovery to give the plant 
the same carbon dioxide profile as a natural gas CCGT plant. Merchant power suppliers 

in Mississippi opposed the plant before the MS PSC. The MS PSC has ruled that the plant 

will vetted by the commission In two phases. The first phase will be a determinaH.on cf 
need for which the proceeding will begin an June 26 and a final decision Is scheduled for 

October 9. The second phase will consider what options for rescurces ore available to 
meet the need determined by the hrst phase. The various parties can propose alternatives 
to the IGCC facility in the second phase, but the ?SC has stated that they must be detailed 
proposals with tesfimony on technology, cost, and timing. The second phose will begin on 
Ociober 15 and a final decision is currently scheduled for May 1, 2010. This may slightly 
push back Mississippi Power's previously announced construction limeline of 20 1 Q-2013, 

os the company hod previously estimated having full permitting by the end of 2009. 

Westar Energy (WR) , 

Kansas regulation has become substantially more construclive in recent years with the 

implementation of a number of new recovery mechanisms. These indude a fuel recovery 

clause that adjusts quarterly and covers plant performance, annual adjustments !Energy 

Cos! Recovel'j Ride1) for environmental spending thor flaws directly into rates, pre­

determination for large scale projects that reduces the uncertainly of recovery, and 

favorable lreatment of extraordinary storm damage that helps to reduce the volonlity of 
earnings. On june 2, WR filed wHh the Kansas Corporation Commission (KCC) a limited 

role case seeking cost rec.CNery for investments in the second phase of its Emporia Energy 

Center, and tv/o Westa-owned wlnd 'farms In Kansas that were under construclion, but not 

in operation at the conclusion of the company's 2008 GRC. This rate review was agreed 

to os port of the settlement reached by oil parties in the 2008 general rote case, which the 
KCC approved in January 2009. WR Is seeking a $19.7 million or 1.5% increase in this 
abbreviated filing. The same rote case parameters of 10.4% ROE and 50.8% equily 
component of capital will apply. The process for this rote case will be similar to o 
traditional rate case filing at the KCC, with the application strictly limited lo costs 
associated wnh the consltucllon and operation of wind generation owned by Wesror and 

the second phase of Emporia Energy Center. Assuming a 240doy stolulo'Y timeframe for 
the rote review, on order would beexpecled fn late january 2010. 

Rote Case componen~ lndude: 

-• New investment of $97.5 million, including $70.8 million for wind and $26.7 million 
for Emporia Energy Center Phose 11; 

• ReltJrn on PlonHn·Service of $11.6 million; 
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• Deprecionon of $17.2 million, including wind depreciation of $13.5 million and 

Emporia Energy Center Phase II of $3.7 million; 

• Operations and maintenance expense of $8.1 million, including $6.4 million of wind 

and $1.7 million of Emporia Energy Center Phase II; and 

• Production Tax Credits provide a $17.2 million offset in this rate increase requesl. 

Update to the Environmental Cost Recovery Rider Approved 

On !WJy 29, 2009 the KCC approved an update to WR' s Environmental Cost Recavel)' 

Rider (ECRR1 following an audit and recommendation from KCC Staff. The KCC approved 

the $32.4 million ECRR to go Into effectjune 1, 2009. The ECRR is o tariff that permits 

WR to recover costs associated with federally mandated envlronmentollmprovements to its 

generation focililies in a timety manner. 

T ronsmission Rote Recovery 

A FERC formula rate adjustment is applied annually; the KCC has approved a Transmission 

Delivel)' Charge tTDC1 tariff to allow a corresponding retail adtustmenl, which enables 

timely recovery of transmission system operating and capitol costs. 

Wisconsin Energy (WEC) 

Wisconsin Energy's Wisconsin Eleckic Power Co. {WEPC01 and Wisconsin Gas (WG1 

initiated o general rate case proceeding for ils retail customers with the Public Service 

Commission of Wisconsin (PSON) en March 17, 2009 wilh new rates to be effective 

Jonuol)' 1, 2010. The filing includes a $76.5 million or 2.8% electric increase and a 

$22.1 million or 3.6% gas Increase, plus $2.7 million increase for steam at WEPCO, and 

a $38.9 million or 4.6% increase at Wisconsin Gas. WEC is requesting to relain a 

10.75% regulatory ROE on 53% "9UIIy on a role base valued at $3.512 billion at 

WEPCO Electric, $412.95 million role base at WEPCO gas operanon {WE Gas) and 

$51.5 million in WEPCO steam operations; and 48% "9uity component on a rate base of 
$611.5 million at WEC' s Wisconsin Gcs subsidial)'. In on adjusted proposal filed In 

early july, WEC is now seeking a $126 million electric revenue Increase, an· additional 

$50 million from ils ininal electric increase request, citing the deepening recession and 

correspondingly lower soles. As pert of the filing WEC also has r"9uested 1J a reduction 

in depredolion rates concurrent with the implementolion of new bose rates in this 

proceeding; 21 certain regula!Ol)' assets currently scheduled to be fully amortized over the 

next lour years will, in~ecd, be amortized over the next eight yecrs; 31 WEPCO will be 

permitted to continue to record 100% AFUDC for capilo\ expenditures on environmental 

control projects and renewable energy projects; and, 41 WEPCO will have the option of 

applying for a limited reopener of this case or for deferred accounting to address any 

increased costs or reduced sales that would result from the enaclmenf of recommendolions 

of the Governor's Global Worming Task Force, We expect a PSCW Stoff 

recommendation by September 2009 and Commission decision in the fourth quarter. 
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WEC's Michigan utility, Edison Soul! Elec~lc Co., filed a General Role Case on july 2, 
2009. The company is proposing a $40 .million or 33% rote increase, phased in over 

ihree stages, in 2010. The majority of !he addi!ional expenses are due Ia the Oak Creek 
Generaling Units. Unlike in Wisconsin, where these costs have been grcdual!y included in 

rates since 2003, Michigan does not allow power plant construction costs to be recovered 

unfil unib ore opera!ionol. The firs! phose of the increase of approxlmalely $20 million is 
scheduled Ia slarl in january 2010 lo coincide wi!h Oak Creek Uni! 1 's commercial 

operolion. Thai 16.8% increase would also cover a change Ia !he Michigan business lax. 
II the Michigan Public Service Commission agrees with Edison Saul!' s plan, anolher 
increase would be implemenied in Augusl 2010, when Unii2 comes on line, and a ihird 
increase of about 15% would be implemenied aher ihe PSC finishes ils audi! of ihe 

applicolion. The case re<Juesls a 10.75% relurn on e<JUify. 

Xcel Energy (XEL) 

XEL's regulatory framework continues to improve, as forv~ord lest years in Minnesota, 

Wisconsin, and Norlh Dakoio - along wi!h o pending forward lest year requesl in 
Colorado- os well as inlerim roles In lhe Hrsilhree oliho;e slales, have lhe company well 
positioned lo continue to enjoy reduced regulatory lag. Transmission, renewable, and 

environmental riders exist in most jurisdictions as well. Only, Texas and New /Vlexico 

continue to be material challenges from a regulatory standpoint, and XEL is fortunate in that 

regard as well, since Us Soulhwestern Public Service (SPS} subsidiary thai operates in !hose 

slates compnses only about5% of XEl's earnings. 

Northern Stales Power - Minnesota (NSP-MN) 

In Mlnnesola, XEl hied a bose role increase re<]Uesl of $156 million in November 2008. 

This was based on $4. 1 billion of eleclric role bose, a 52.5% equity slruclure, and an · 
11% ROE. An interim increase of $132 million wen! info effect of !he beginning of january 
2009, wilh the difference between XEl' s requesl and the intenm a moun! being owed Ia the 
las! allowed ROE of 10.54% and the 11% requested in !his case. Minnesola Deparlmenl 
of Commerce testimony has been supportive of o rate increase closer to $73 million, 

based on a 10.88% ROE. A ruling is expected during 3Q09. 

Not including fuel recoveries, riders pertaining to about $60 million in 2009 recoveries 

related to lhe MERP, transmission, and renewable energy mechanisms are pending before 

the Minnesota Public Uiililies Commission (MPUCI as well. 

As a final maHer, NSP-MN Is proposing license extensions at its Monticello and Prairie 

Island nuclear planls, as well as uproles of 71 MW and 164 MW, respectively. These 
projects ore estimated lo cost $1.1. billion, wilh consfruction coming form 2009-2015. 

The Monlicella plan! has received all of ils approvals exoepl NRC approval lor the uprale, 
which is expecled as early as lofer !his year. The Prairie Island planls slill require MPUC 
certificates of need far !he additional dry cask sloroge and lor the uprale, borh of which 
ace expected later this year, and NRC approvals for the license extension and the uprate, 

which are expected in 2010. 
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Northern Stales Power- Wisconsin (NSP-WI) 

NSP·WI is owaiHng a ruling on a request for $30.4 mil/ian in higher roles based en $644 
million of rote bose, a 53.12% equity ~lructure, and a 10.75% ROE. This case assumes a 

201 0 lest year, and a decision is expected In December 2009. 

Public Service Company of Colorado (PSCo) 

PSCo has been busy of late, with a role case that jus! concluded, and o phase 2 case just 
beginning. The concluded phose allowed for a $112.2 million role increase, versus o 

$159 million revised recuesl. The request was premised upon $4. 1 billion of rote bose, a 

58.08% equity strucrure, and on 11% ROE. Although the final order from the Colorado 
Public Utilities Commission (CPUC) didn't specify whether the 2009 foJWord test year hod 
been granted, the size of the rote inCrease suggests that the commission was amenable to 

the general concept of allowing 2009 investments lo be considered in the result, and is 
constructive ln light cf the phose 2 process that is currenlly under way. 

Phose 2 is asking for a $1 80 million increase, based on $4.4 billion of role bose, a 58% 
equity strucrure, and on 11.25% ROE. This case assumes a 2010 lest year, and o 
decision Is expected by year end. 

Southwestern Public Service Company (SPS) 

In New Mexico, SPS recently filed on unccnlested se"lement lhol would allow a $14.2 

million role Increase, effective July 1, 2009. This was premised upon $321 million of role 
bose, with o 50% equity slructure and a 12% ROE. The case used a June 30, 2008 

historical lest year, and the terms of the seHiement would prohibit SPS &om filing its next 

bose role case until December 1, 2010. The selliemenl is pending approval before the 
NMPRC. 

A base rate case In Texas that awarded a $57.4 million rote increase was approved by 
the PUCT on May 21. Like the senlemenl In the PSCa case, this was a black box 
settlement that did nat specify rerurn me~ics. SPS in Texas would be prahibi!ed hom filing 

another bose role case unnl February 15, 201 0. 
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Emerging Issues: Coal, Stimulus, Climate Change, DSM, & Decoupling 

Coal. 

Coal fueled 48.5% of net generation In the United Stales In 2009 and is domesticol'; 

supplied. While conservation efforts and renewable sources show promise to reduce 

peaks and wpp'; inlermiHent baselood or peaking generation capacity, fer high capacity 

factor baselocd generolfon the fv.to viable options remain nuclear and cool. Nuclear is in 

a nascent recovery, although the first pion~ are not expected to be on-line unHI the end of 

the next decade. Despite short-term opposition, in the long run, cool remains the United 

Stoles' largest domestic supp'; of energy. With the return of economic growth, II is likely 

that cool plants will need to be built in the country in order for supply lo meet growing 

demand. 

In our view, however, coal plants, bath existing and polennal new build, will become 

relatively more expensive as a result of environmenkl[ regulations around mercUf'/, coal ash 

ponds, SOx, and NOx, and greenhouse gases. The connnued push toward more stringent 

environmental regulation will make cool plants incrementally more expensive to run and 

build, and it will also likely lecd to a "run or shuHer· analysis based upon economics for 

many small older c~l plants in the United States. Retrofits for environmental controls on 

these plants would in some scenarios be too expensive to iUslify keeping lhem running. 

Some of these plants also hove limited ovoiloble land surrounding them on which to build 

any emission control equipment. 

The fourth quartile cool plants in the United Stoles on overage were built in 1959, run at a 

capacity factor of 58%, and at o heat role of 15,549. These plants have o nan.fuel O&Jv\ 

rate of $18.21/MWh, almosl3x the 3nd quartile cost of $6.64/MWh. Most of these 

plants are located In the Mid-AtlonHc, South, and Midwest. In our view these plants could 

all face retirement with the coming more slringenl environmental policies. These plants 

approach I 0% of the nation's capacity which must be replaced by other baselood 

resources. 

Cool Ash 

In December 2008, the Kingston Pion!, owned and operated by the Tennessee Volley 

Authority [TVA! experienced a dike failure on i~ cool ash pond, which allowed five million 

cubic yards of water and cool fly ash Ia cover 300 acres, 292 of which were owned by 

TVA. Since the incident TVA has purchased seven of the eight remaining effected acres. 

The cause of the failure is not yet known but ash also llowed Into the nearby Emory River. 

The Kingston facility continued to run aher the breach, albeit at a low capacity factor and 

currently produced ash was being mixed wilh clean up ash to be removed logether. TVA 

took a charge of $525 million that rellected the low end of the estimated immediate clean· 

up costs of $525 million to $825 million. This range does not contemplate the costs of 

other needed site work, or long·term dean Up Issues. 

More broadly the Kingston incident has led Ia o full review by the Environmental Prolecfion 

Agency (EPAI and we anticipate that further rules and regulations will eventual'; be 
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developed around the disposal and storage of cool ash waste. On Morch 9, 2009 the 
EPA released measures in!ended to prevent similar coal ash releases to the Kingston 

incident. The EPA pions to surv"'f cool plants nationwide lo gather lnformaliOll on struclural 
in!egrily, ~rder repairs where necessary, ond develop new regulolions. They released a list 
wuh 44 snes they cited as having "high hazard potennaJ• at the end of June. Importantly, 
this list does not indicate any structUral or safely problems at these sites, but rather reRects 
the likelihood of loss of human life in the event of o failure. The EPA has stated that they 

intend to hove new regulations out for public comment by the end of 2009. 

North Carolina Clean Air Case 

In a rvling against TVA in a suit brought by Norlh Carolina the courts determined that TV/':s 
cool planls were o public nuisonc~ end were blowing emissions eosl in1o that state. A -

federal court judge ruled In Nonh Carolina's favor on four of TVA's plants and declined to 
order relief on the rest of TVA's coal fleet. The four plan~ affected were Bull Run lone unit), 
John Sevier (four units}, Kingston !nine units} all in Tennessee and Widows Creek Ieight 
units} In Alabama. The total capocily of the impacted fccilities was 4, 505 MW while the 

nonimpocted focili!ies consnluled 9,964 MW. Of poilicular concern was the judge's 
order lo cccelerote the timeline of already planned and in process construction of emission 

conttols - completion of !he Kingston scrubbers and SCRs by 12131 I 10, scrubbers and 
SCRs inslalled ot John Sevier by 12131 I 11 and scrubbers and SCRs on all Widows 
Creek units by 12131 I 13. II is wonh noting that oil the plants mentioned ore in current 
compliance with clean air rules and tho! TVA has invested $5.1 billion in emission 
reduction programs lor their cool Reel &om 1977!o 2008. The company estimates !hoi a 

fuoher $3.0 billion to $3.7 billion i$256lkW! could be required lo be spent for new 
dean cir and mercury regulations beginning in 2011, without contemplotion of carbon. 

TVA is already pe~otming some of !he ooud order's requiremen~, Bull Run and Kingston 
emission control programs ate al,eady within the court's guidelines. The 1Wo existing 

scrubbers at Widows· Creek are currently being maderni>ed. The coun order would 
essentially require TVA lo accelerate the schedule for control equipmenl at John Sevier and 
the remaining units ol Widows Creek. This would cos! on eslimcted odditionol $1 billion 
versus its current pions. Given ihot John Seyler is TVA's eoslernmost cool plant il is In a 

cilflcol position !or reliabtliiy in eastern Tennessee. TVA has appealed the court ruling and 
has announced intenlions lo build on $820 million nalurol gas plant in eastern TN in case 
!he appeal falls and John Sevier faces potential shut down. There ore concerns wnh 
shilling from coello natural gas Including more volatile fuel inpul costs and oclual obilily to 
obtain and secure necessary locolionol supplies. 

The 1'/A lawsuit bears watching as if !he company's appeal is unsuccessful several mare 
lawsuils by sfofes and/or environmental groups against existing coal fired generation, even 

wllh regard lo oorbcm emissions could come to the fore and put more boselood generollng 
capacily of risk. The case Is also instructive In !hot replacing fourth quartile cool plonls with 

nolural gas would potentially creole localized supply constraints, increase the demand and 
price for no!urolgas as weR os lis volo!ilily. This would in hJrn Impact the price, volo!ilify, 
and patennally the reliobilily of electridly. Over the longer term, wilh coming mercury ond 
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carbon regulations similar silualions to TVA's could ploy our on a national scale without the 

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

Stimulus Bill 

The stimulus billlhot was passed in Februoty 2009 provides approximately $39 billion for 

energy programs, primarily focused on efficiency, renewable generation, and electric 

lronsmission and distribution. 

Of this, $16.8 billion is earmarked for Deportment of Energy efficiency end renewable 

· energy programs, Including $3.2 billion for energy efficiency and conservation block 

grants, $5 billion for weatherization assistance, $2 billion for advanced battery 

manufacturing fer electric vehicles, and $3.1 billion for stale energy programs. The 

language surrounding the conditions for the State Energy Efficiency Grants program puts 

forth some polentiolly indust<y changing possibilities. The amendments declare ihoi stoles 

receiving funds from the progrom must hove their governor confirm that they have 

assurances from the slate regulaloty aulhoriHes thol they wfil seek lo implement policy thai 

aligns utility financial incentives with mere efficient customer use. If this is e"nforced as strictly 

and literally as possible, one could toke II as indicating that commissions will need to move 

toward the decoupl!ng of revenues from sales in order to receive the stimulus funds. 

In addition, the bill includes $4.5 billion of new funding foro range of electric delivety ond 

energy reliability activities, $3.4 billion in funding for fossil energy research including clean 

coal and induslriol carbon capture, and finally, an additional $6 brllton for rhe DOE loon 

guarantee program that is available only for renewable energy, electric power 

transmission, end leading edge tronsportollon brofuel projects. This coveal of the loon 

guoronlee program effectively excludes clean coal and advanced nuclear projects from the 

$6 billion In oddillonol funding thai is being mode ovoilable. lhe additional money also 

carries the snpulanon thai conslrucnon must begin by September 3D, 2011, and by else 

removing the language thai previously mode only "i~novalive· technologies eligible, 

established technologies like Wind, solar, and electric transmission can also now benefit 

Specific lo transmission, the stimulus bill also directs the DOE lo expand ils 2009 National 

Electric T ronsmission Congestion Study lo include on analysis of the significant polenllal 

sources of renewable energy that ore conslrained in accessing markets by a lack of 

adequate lronsmission copocily; on analysis of the reasons for failure 1o develop adequate 

transmission COp<?ciry; recommendations for achieving adequate transmission capocily; and 

finally, lo what extent slate end federal level legal challenges ore delaying transmission 

cooslruclion. The polenlialimplicalioos from the language Included in the bill regard how il 

will affect the role of the FERC and its ~lentially increased siting powers. 

Some of !he mosl interesting components of the stimulus bill are on the tax incentive side 

and are major positives for companies with renewable exposure. f'.lo<:>sl slgniHconlly the bill: 

Extended the in~ervice dole for wind production lax credits (PTCs} lo 12/31 /2D 12, and 

for ather renewable sources (closed~oop biomass, open-loop biomass, geothermal, smell 
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irrigation, hydropower, landfill gas, wosle-IO€nergy, and marine renewable facilities) Ia 

12/31/2013; 

Allowed the lempor01y elecnon cf Investment lox credits IITCs) in lieu of PTCs for wind 
facilmes placed in-service by 12/31/2012, and for other qualifying facili~es placed in­
service by 12/31/20 13; and 

Created the option for loxpoyers to elect to receive o treasury grant equal to 30% Jl 0% in 

some cases! of the cost of the renewable energy facility (assuming construction begins in 

2009 or 201 0) 60 days a&er the facility is placed in-service or afier the grant application 

is filed. 

While II still remains unclear In terms of when money from the stimulus program will begin 
to Row In any meaningful way, the consensus view is implementation is expected to begin 

In July, 2009. 

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

Below we provide o summary by topic of the ACES legislolion /a.k.a. the 
Waxman/Markey bill): 

Renewable Portfolio Standard 

The combined renewable and eleclric savings requirement starts a! 6% in 2012 and rises 
to 20% in 2020. Up to one-quarter of the 20% requirement can be mel with savings. 
Upon receiving and responding to o reque!l from a state's governor, the Federal Energy 

Regulalo'Y Commission con increase the energy efficiency portion so that renewables 

would be 12% and efficiency 8% to meet the 20% requirement. These regulations are for 

retail electric suppliers in excess of 4 NW\Whrs. 

The definilion of renewable has been expended and indudes wind, solar, geolhermal, 
hydro, biomass and qualified waste-t~nergy. An electric supplier's requirement is 

reduced by exisling hydro, new nuclear and C02 sequestered fossll.fueled plants. The 
penalty in lieu of compliance is a renewable energy credit at $25/MWhr. 

C02 Sequestrallon . 

If approved by enlilies representing !wo-!hirds cf fossihbased delivered electricity, the 

Carbon Storage Research Corpmallon would be formed. II would be funded by relaif 
customers of fosslfbosed electrtclty at $1 billion annually. II would be 4.3 cents per 
MWhr for cool, 3.2 cenls per MWhr for ail, and 2.2 cenls per MWhr for gas. fifty 
percent of the funds shall be provided in the form of grants to projects with funds already 
committed lo /GCC wilh sequestra!ion. New planls from 2009-2013 must sequester 50% 
of C02 with 65% by 2020. 
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Efficiency 

New building codes slate 30%-50% higher energy efficiency largets from 201o-2016. 
Rebotes up to $7,500 toward purchases of new Energy Sior·roled manufactured homes for 
low-income families in pre-1976 monufaciured homes: 

Globol Warming Pollution Reduclion · 

Economywide reduction goolls to reduce globol warming pollulion to 97% of 2005 levels 
by 2012, 83% by 2020, 58% by 2030, and 17% by 2050. Methane scores 25 x 1 
C02 credit. Offsets are 2 billion metric tons split evenly domeslic and foreign. Emission 
levels can be increased by Administrator by up lo 1.5 billion melrtc tons. Strategic reseiVe 

is 1% of total ~om 2012-2019, 2% far 202o-2029, and 3% for 203o-2050. Initial 
strategic reseiVe price Roar Is $28/ton for 2012. Establishes an Offsets Integrity Advisory 
Board; otherwise, EPA establishes and runs the offsets program. Allowances ore phased 
aut for energy users from 2026-2030. Of the 38% for lDC rate reductions In 2012, 30% 
is electric, 7% is for gas, and 1% for ather lgavernmentJ. 

Figure 41: Emission Allocations & Allowances 
nocallons FO$SI1Fue!CompaAes~2020 

2012 2021) 

Fossil Fuel and Industry ... 25% 
LDC Rata Rad.Jdlons 38 .. ,.,, 
lDC and Slala Erneieney "' 

.,, 
Clean Energy and Climate Progcam.s ,. .. "'" ln!ema~onal 7~ ~ 
Delial Reduction '"' 2% 
Consumer Rebates "" '"' 

EnetV'J' !ntanslv& Industries 13% 
Coal Plant Operators 6% 
CoaJCCS 5% 
Oil Rlll'inertes 2% 

Clean EnettJY andOimat& 
(at various times) 
Energy Etnd~e 9.5% 
Oean EnefW Reseach t.S% 
Clean Vehicle! 3.0% 
Domestic Fuels 2.0% 
W!¥kMI . 0.5% 
~ticAdaptSIJon 0.9% 
Widlife 1.0% 

Somce: Amelicon Clean Enef'gy and Secv~ry Act a/2009; Sa~t.bys Capitll esh'mofes. 

Electric Distribution Companies ' 

EmlsslonAilwfanc:es 
f\1'\ml!lom) 

2012 4,627 
2013 4,544 
2014 5,099 
2015 5,003 
2020 5,056" 
2025 4,294 

2030 3,533 
2035 2.908 
2040 2.284 
2045 1,!60 
2046 1,636 

Nat later than 6/30/2011 and each calendar yecr through 2028, the Administrator 
would distribu!e 50% of allowances based on emissions of generation delivered at retail. 

For 2012-201 3 the level would be bosed on 2006-2008 or any three ~nsecutive years 
from 1999-2008. For 2014+, allocation would be based on the prior discussion or any 
three yecrs from 2009-2012, or 2012 only if new generation is placed in service. The 
olher 50% of dlstrlbulions would be based on average annual retail electric sales from 

2006-2008, unless the company selects any three consecutive yecrs from 1999-2008. 
The distribution formula would be updated every three years. The allowances must go to 
ratepayer benefit, ratably among classes. The allowances cannot be used for a "rebote" 
and must track usage. The allowances cannot be authorized until the state ·regulatory body 
completes ~ proceeding authO£izing their use. 
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Demand Side Management (DSM) 

As talk around efficiency and conservation intensifies, we wonted to call attention to the 

fact that some stoles have made demand reduction a real point of emphasis and hove 

pushed varying initiatives with a great deal of vigor. For instance, Michigan's 

implementation of a customer surcharge in order to preiund efficiency expenditures is 

among lhe more pro-active examples of a trend we expect to broaden fo more and more 

states In the near future. Promoting these efforts ore aggressive policy measures - at both 

the slate and federal levels - thai ore meant lo further encourage the implementation cf 
efficiency technology, with a current example being the stimulus bill and the money being 

earmarked for states' ·smart grtd• and other efficiency programs. 

When we looked ol DTE's proposed conservation program ($11 0 million in total, two­

thirds of which is at Detroit Edison) we found tho! when thinking about and valuing De tEd's 

1% In forecasted load reduction as ·on ovotded generolion plant {assuming o 60% capacity 

faclar), we arrived at a value of $800/kw. EIX's regulated subsidiary, Southern California 

Edison, however, had an implied value of $1 ,700/kw ($1.7 billion to reduce 1 ,000 

MW of load) for its metering program. 

We believe there are two logical takeaways from this: first, these early-stage programs will 

likely lest the aggressiveness of the different stoles proposing and Implementing this policy. 

For instance, SoCaiEd currently works to achieve a 5% reduction in peak load, while its 

metering program would result in an additional 5% reduction. These are lofty targets, and 

stand in contrast to the more modest goals that hove been set by many states. Second, In 

slates like California, where generation is more constrained and aggressive renewable and 

reduction goals are in place, the cost of demand reduction should tend to be higher than II 

Is in Michigan, for example. In other words, the avoided costs In California are higher 

than they are in Michigan, so the cost of the programs will naturally tend to be more 

expensive before running up against significant regulatory or ratepayer pushback. 

We believe that reductions of about 1% annually- which hove been the goals we've seen 

talked about in many jurlsdicHons- will be achievable for atleastlhe first four Ia five years 

with targeted spending on very simple programs. These could lnvolye such basic things as 

the weatherization of homes i$5 billion of the stimulus bill already has been earmarked for 

this). the switching of light bulbs, and new design standords for buildings under 

construdicn. We think that reductions beyond the 5% level ore going to require 

subslanlially greater Investment lo get Ia the nexl level of incremental benefit, with cosls 

likely rising to match the level of aggressiveness. The direction from the federal government 

as we work through national energy policy thi~ year will also codify the larger goals, end 

therefore give us o better sense for the acceptable levels of spending. 

Application of Decoupling Mechanisms on the Rise 

Although initially predaminontly employed by the gas utility industry, revenue decoupling_ 

has gained momentum among U.S. electric uliltties as well. Ten stoles have approved a 

revenue decoupilng mechanism for electric utilities: California, Connecticut, Idaho, 
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Maryland, MassachuseHs, Michigan, Minnesola, New York, Oregon, Yerman!, and 

Wisconsin. Three are pending approval - Delaware, Hawaii and New Hampshire -

according to the institute for Electric Efficiency. Revenue decoupling currently is in use in six 

slales: California, Conneclicul, Idaho, Maryland, New York and Oregon. 

One driver behind decoupling ~ passed and pendi~ federallegislancn - speciAcally lhe 

American Recovery and Reinvestment Act of 2009 - and the revised climate change bill 

drafted by Reps. Henry Waxman, DCalif., and Edward N<Jrkey, DMass, which includes 

targets for energy efficiency resource stor.dords, rene'NOble energy slandards, and a cap 

on carbon emissions. While the federal stimulus bill does nol specifically require 

decoupling, incentives need to be in place for utilities to engage in additional energy 

efficiency initialives. The sfimulus bill proves roughly $3 billion in slole energy gronls, and 

lhe Department of Energy has 1he oulhori!y Ia allocole lhese funds Ia the sbtes, so long as 

the governor has been assured lhal the PUC in !hot slale will implement regulcrtory policy 

that aligns uft!ity hnoncial Incentives with the successful implementation of energy efficiency 

measures. 

Decoupling has encountered some resistance from state legislatures and commissions. to 

consumer odvocales, likely because of lhe nolion tho! the utlli!y is nol hurt by reduced 

consumption. Conversely, however, through decoupling, o utility will not see significant 

revenues hom on increase in energy consumption. Generally accepted rote-seHing practices 

create an inherent financial disincentive for utilities to participate in consesvation programs, 

given that o successful enersy usage reduclion program would hove o direct negative 

Impact on utility revenues, and may require !he utility to file a new general role case In on 

oHempt to recoup the related reduction in earnings. As environmental concerns hove 

intensified, many slates hove odopled compulsory energy conservation standards and 

consequently, the need to miligate the possible negative impads of these programs has 

accelerated. Decoupling mechanisms are now being applied in some jurisdictions to 

encourage utilities to invest in mandated conservalion programs without the ossocloted 

potential negative effect on earnings. The decoupling mechanism enables the ulilily to 

defer fixed distribution cosls· that the ulili!y may Fail to recoup lhrough its volumelric charges 

due to customers' participation In conservation programs. 1he u!llily is allowed to recover 

the deferrals associated wilh lhe unrecovered fixed costs through a surcharge over a period 
of time, generally wilh carrying charges on the deferred omounls. 

An alternative to decoupling is o Straight Fixed Variable role design, where a company's 

Axed cosb ore fully collecled !hrough !he cuslomer's Axed monlhly charge. Consequenlly, 

lhe ulili!y' s Axed cosls will always be recovered, regardless of the success of a company's 

conservation program, since tile only volumetric charge is for the commodity. 1herefore, by 
cutting ·bock consumption, the customer would save only on the commodity portion of the 

monlhly bill. Since these cosls ore a~o avoidable by the ulilily, eomings would no! be 

negatively impacted. While lhe slroighl Axed variable role design meihodology provides a 
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direct cause-and-effect relationship between usage and customers bill levels, and is easier 

to administer than a decoupling mechanism, one noted drawback is tho! customer rate 

designs lend to include relatively law Bxed charges, and shifting to o fully. Bxed role would 

likely tesuh In role increases for the residenftal customers. 
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I Figure 42: Barclays Capital Power and Ufilifies Coverage Universe 
REGULA TEO COMP SHEET 

I -·· Cu!l'ent Indicated Annual EamlnQs!!!!. Share 5Year 2000A 2009E 2010E 
lnves\menl Pries Ann"~ 0\'Jidend Cumnt EsL EPS Prtcal Prtoe/ Prtoo/ 

Of!!nlon Tlcl<or COm£!!!!~ 07/16109 OMdend Grow<!> Yl~d 206BA 2009E 2010E Grnwth Eamln!l! Eamlnss Eamln9:s 

I 10.0% $2.54 "' 10.3x t1.7x 
$3.24 "' .... t0.3x 

I 
2-EW lTC ITCHoldlngs $43.58 $1.22 4.0% 2.8% $2.19 $2.27 $2.56 17% 19.9X 19.2X 17.0x 

I 
2-EW Nl NiS011!C8 Inc $12..22 . $0.92 0.0% 7.5,_ $1.27 $1.05 $1.04 .... 9.6x tUx tt.8x 

t-OW NVE NVE.,_ $11.29 $0 ... 10.6% 3.5% $0.89 $0.91 $1.18 13% 12.7x 12.4X 9.6x 
1-0W PCG PG&ECotp $37.73 $1.68 7.9% ..... $2.95 $3.18 $3.48 8% t2.8x 11.9x 10.9x 

I 
2·EW PGN P~cessEne~ $37.75 $2.48 1.0% 6.6% $2.98 $2.96 $3.13 ·1% t2.7x 12.8x 12.1x 
2-EW PNM PNM ResoufCes $11.64 $0.50 0.0% 4.3~ $0.12 $0.-46 $0.85 -12% 97.0x 25.3X t3.7x 
RS PNW Plnnade Wast Capital $30.88 $2.10 0.0% 6.8% $2.29 $2.30 $2.74 ... ,. 13,5X 13.4X f1.3x 

2-PN POM Pepco Holcf111gs $13.86 $1.08 2.0% 1.8% $1.93 $1.10 $1.43 -1% 7.2x 12.8x 9.7x 
l-OW POR Portland General $20.08 $1.02 7.5% 5.1-.t. $1.71 $1.80 $1.87 13% 11.7x 11.2x 10.7x 
2-EW so Southern Co $31.80 $1.75 5.0% 5.5% $2.37 $2.30 $2.<45 3% 13.4x 13.8x 13.Qx 

I 2-EW SRE Sempra Energy $48.99 $1.56 10.0% 3.2% $4.43 $4.40 $5.05 7% 11.1X 11.1X 9.7x 
2-EW TE TECO Ener;y Inc $12.09 $0.80 4.7% 6.6% $().86 $1.08 $t.21 0% 14.1X 11.2x 10.0x 
2-EW WR Westar Ene2 $19.08 $1.20 2.0% 8.3% $1.27 $1.65 $1.75 3'" 15.0x 11.6x 10.9x. 

1-0W WEC Wlsconsltl Energy Corp $41.44 $1.35 3.0% 3.3% $3.03 $3.15 $3.90 IO'A t3.7x t3.2X IO.&c 
2·EW XEL xeet Energy $18.9<t $0.95 3.0% 5.0% $1.45 $1.52 $1.61 8% 13.1x 12.5x 11.8x 

I UTILITIES (211 U% 5.4Y. 3.8"1. 12.&x 12.3X 11.3x 

S&P 500 Index 940.7 $28.48 3.0fo $68.80 $5~5.96 $60.45 -6.0% 13.7X te.ax 13.7x 

I 
SGUICO: Company discloSures, FactSet. ean:lay: Capit<JI es!lmates 

POWEReoNPSHUT 

I 
0-0W AES 

... _ 
Sl:tOI .... ... • • ...... "'' U,33Z 7.h: .... .. ., $1.04 ou. "-" $1.04 1Ur -3.6~ 0>% 

""' AYE 1/A~Enqf "'·'" .... ... ... tt,nt ... .. .... Ur IUO ..... .... 11A• O.k '"' ... ... U'llo 

""" ... .....,_C«p_ $2U1 ... "' .. U,DOI ..,. 12.111 ... . .... ,,.., 
"" <h •. b $UO tt.ll ·2.1\olo -3-.3% 

I 
,....., 

"" Ct~E!:!E;- S1U7 '·"' .. - St,1U o ... JtUt ..... j$0.03} SO.U: J!O.Uj ,.., .. ,,.. NU 3.a~ 
.,. 

""" CEO Coromb"Hn Eneo-w ~ lzt.U ... .., ... 11,7211 ... lt,fiD . .. $1.fi7 U.t5 $3.11 .... ... -U.2t t.r • 0-"' 02% 
O<Hl CVA ....... _. $11.6:8 0.0% ... ·f5M .... 7.7-l: "'' '"" ..... .... 11.00 "" t1.7x lUI \Ut .... ... ,....., • Oo...w..nRtsOUI"'Ino 1)3.17 -U% .,. .. ...... , .. "·"' '·" ..... ..... I). If ..... 10.-b ..... .... ..., . "" """ "'" ~m:'""- ..... .... .. ltJI'i ~" t1.9>1 '"' u~ IO.Ol [!G.06j 10.05 ... •• [!O.tll ... 0.7% U% , .... ex .............. l3t.f.5 ... iu "" ...... .... U,tat Ur IU4 .... '"'' 10.h t.lr .. .., \U1 4 ... -3.6lo; 

I 
0-0W .,. En\agtCGip ,u; .. .C.O% $1tl .,. $3,21l .... .. .... . ... $EUU $8.78 """ ..... 10.b .. .. .. .. lUK ..,.,. 
•• EXC ...... 1$0-" 3.9\C, '" IUA l5,51t 1.h "·"' .... .... ,..,, lUI ou. 12..f1: .. .. IU• UM &.I% 

0-0W •• fhiEII~~ wuo ... ... "" '"" .... ,3.510 7.b $U7 13.15 SU7 10.!b: 11.h ll.U 11t.4J. ... 1.41\ 
0-0W ..... fPI..GrOIIP!IIC W.u •o• ... ,. $4,4$9 ... 4,76 a.(• -$3.84 toua $4.18 iS::h 12.11 .,_ .. 14.h 2.7\i: 4.7% .... ..,. .... ,., $\UI 0.0% " 4 .. .. .. , .. ''" ... -'"' II.M ... tD.Ir SO.t2 "" ·U% ·1.3% .. ... .... ..., 12.4.72 0.0% WA WA lt,1fl .... ...... .... ..... .,.., ..... 

··~ 
.... 11.11) =· 7.7\C, ... ,....., ..... ormatl~n eut 0.5% "' ·14% do" .. , 115!1 OUo $1.12 ""' lt.ola "-" ..... St.5' 15: •• .,. 8.11% 

I 
O<m •PL .... ,.,...,.. "'-" ... «O "" ,0111 ... p,o7o .,, ,.., II.U IUZ lUll '" 13.57 .... .., .. ... 
o.ow ... PllblloSerrlc:IEn!rp ~ $32.U 4.t'l'i .. 0 "" .. ,., .... l-4,118 ... "'' ..... U.l2 IUr o .... $4.0t '-'• . .. ... .... ... RRl EfltfOY.IM • .... . ,. '" ""' .... .... .... .... (lO.U! [10..15) aua .. "·" $0>0 .. .... t2.0"Ao 

I Sowce: Borchys Copilal fSiimoles, FociSel, Company DisdowreJ 
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Figure 43: 2005 Role Case Oulcomes 

Yl•ldon Ylal on 
Allo.ved 1o.v .. r Spread Moody• Spread 

Date Come!~ Slate ROE 'T,..i!IS~ l!!e•l ... ibf!!' 
Ot/06105 South Catdk'la EJecHc & Gas sc 10.70% -4.29% 641 6.13% <57 

I 011.28105 Aquila Net.vorks-WPK KS 10.50% 4.16% 834 5.91% 459 
02118105 Puget Sound EnErgy WA 10.30% 4.2716 "" 6.89'/t 441 
02125105 Pd1Co'l' ur 10.50'16 4.27% 823 5.8~ 461 
03/1 .... Empfnt DistriCt Electric MO 11.(10% 4.48% ""' ··- 601 
031'18105 Oomhlm Norb card.,a PoY.et NC 

I 
03/24/06 Consdldated E1:1isan Of NY NY 10.30% 4.60% "" 8.18'!6 412 
03/31/05 T~NrmMaxlcoPov.er TX 10.25% 4.SO% 575 6.1G 411 

bt Quarter Av•agn 10.51% 4.37% '" 6.02% ... 
<>4104/05 Central Vermont ~blc Smrtce VT 10.00% 4.-47% ... 6.12% 383 
<>4107105 Arlzonli Public SeMee N. 10.25% -4.49% "" 6.14% <11 

I 
0 .. 2105 Pubic Sardo:~ Co. UOidal:oma OK 
El5/18105 Enterwloul!ilana LA 10.ZS% 4.07% 618 5.99% 426 
05118105 WlsconslnE.ecl!lcPowa" WI 
05125105 Sav.aMah Ele<tric & Power GA 10.15% -4.03% 667 .~ .. 476 
05125/05 Allartic City Bee1llc NJ 9.75'Mo -4.G8% . ., 5.99% 376 
05126105 Idaho Pa.wr ID 

I 
06101}1)5 Je~~;ey cantrd Pfi'MI' & Ught NJ 9.75% 3.91% , .. .... 393 
06108/05 PublcSeiV!a!l NI!WHamp~tre NH 9.62% 3.95% '"' 5.11% 365 

2nd Quartu Avtrages 10.05% 4.16% ,., 6.87% 40! 

07119105 Wisconsin POWOI & Ugllt WI 11.50% 4.20% 73J 5.98% 552 
07122/05 PacliCotp ID 

I 08/05105 Cap Rock Enar;y TX 11.15% 4.40% 735 8.01'lll ... 
08115105 fJEP Teas Central TX 10.13% 4.27% . ., 5.98'k 415 
09/281'05 Pd1Co'l' OR 10.00'16 4.26% 574 ...... 392 

3rd Quarter Averages 10.15% 4.28% ... 6.03% "' 
12109/05 Emflm Dbbl<:l Eladrlr;: KS 

I 12112105 Ma:l'lson Gas & Eledric WI 11.00% ...... ... u2'!!. "' 12/13105 OGE Eledrlc SeMoo OK 10.75% 4.54% 621 &.4a 433 
12116105 Padlic Gas & Electric CA 11.35% 4.45% ,., 6.30% ... 
12111!1106 San Diego Gas & Eleelrtc CA 10.70"111 4.45~ ,,. 6,30% 440 
12!16105 Southem Calfomla Edison CA 11.60% 4.-4!% 715 &.30"1. 530 

I 
12121/05 Clrck'tnalf Gas & S!dtlc OH 10.29% 4.49% ,., 6.33% 396 
12J2tl05 A"'~ WA 10.40% 4.49% 591 6.33'.4 407 
12122105 Conswners Energy Ml 11.15'lll 4.44% 071 6.27"A 466 
12122105 Wls~:»n51n Plbllc Serv.ce W1 11.00% 4.44% .,. 8.27'1'- 473 
12128/0S Westat Erler~ Na1h KS 10.00% 4.38% 562 6.20% 380 
12128105 Kansas Gas & Bectrtc KS 10.00% 4.38% ... 6>Cll< 360 

I 
12128105 O~Povm&~ht OH 
12130/DS NST AR Eleclllc ... 

4th Quarter Averages 10.75% •U&% '" 8.30% ... 
200SAveraae 10.54% 4.32% '" 1.01% ... 

I Sovrce: SNL fiTIOI'ICiol, Federal RaseNS 
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I Figure 44: 2006 Role Case Outcomes 

Date Come!!!! Slate 
01...,.. Northern Stales PIW.el' W1 I 
01=<6 w~ EleclllcPower W1 
01127106 Uniled flunklali11l CT 
02123106 Aqula Netwo!bMPS t.IO 
0212:>'06 Aqula Netw:rts-l&P MO 
03/03106 lnterstale PaN8f & Ugh! MN 
00114106 Kenfudri P<lwer KY 
0312 .... Pa:D'\Cocp WY 

I 
"""""' Enterw Gulf Stales LA 

1st Quarter Averages 

04117106 Pa:llCorp WA 
0411SI08 - ... En"11Y lA 

I 
04126106 Sla-ra Pa:ll'lc Pa.\er "" 0511:1106 Idaho Pov.er ID 
051171011 Southern Calfomla Edi:!Jorf' CA 
08/Jl8/06 Od11'181Vaf'Qwer&Ugtt DE 
06127108 Upper Penhsulia Pw.er M1 I 

2nd Quarter Averages 

07106/D6 Mali»PublcSenke ME 
07/241011 Ceruat Hudson Gas & Bedric NY' 
CJ7n610e Appalaclllan Pa.o.er ""' 07128108 CciiTvnOrtW!alfl &a son IL I 
ll8I23IOO New York State Eledric& Ga9 NY' 
08/31/06 Cetrcii:Edlsm Ml 
OMI1108 Northern States PiMet MN 
O!lt'I)!W6 CenterPolrt Energy tb.isbn Bee. lX 
09114106 """'""' OR 

3rd Qltl r1ar AY•nges I 
10106/D6 UMi Energy Sys~ NH 
1.0fl7J08 Enlergy New Orleans LA 
11121106 DdmarvaPo.ver&Ugtt DE 
11121106 Cmlrallllnols U~t IL 
11121106 Cl!n!ralllnols PublcSer'oke IL I 
11121106 Ill noll Power IL 
12101108 ' 01.J1UU18llgfll PA 
12!0,.,. """""'' UT 
12101106 Public SeNica d Colofado co 

'""""" Kansas Ciy PGv.er & Ught KS 
12107106 Genlrat Vennont Pubic Sent~ VT 

I 
1zt14106 Westem Massadlusetls8eclric MA 
12/1&'06 - JD 
12121106 Cuke ErterwKentucky KY 
12121106 Emp:ns Dls!dct Ekn::IIIC MO 
12121108 Kansas CtjPoY.el" & Light MO I 
12122108 Gmen Motrtah Ptw.er VT 
12126/D6 Black Hils Power so 

I 
4th Quarter Avenr.ges 

I 
Sowce: SNl Financial, Federal Reserve 
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I 
I 
I 
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Yield on 
Allawld 10-Yeu 

ROE Trus!:!!l 
11.00% 4.M% 

9.75% 4.52% 

10.39% .... ,. 
10.:S8% 4,-52'A 

10.20% 5.01% 
11.90% 4.99% 
10.60% 6.1:!% 

11.60% 6.16% 
10.00% 6.01% 
10.75% 5.21% 
1G.84% 5.01% 

10.20% 5.19'.-4 ...... 5.05% 
10.50% 5.04% 
10.05% ... ,,.. 
9.55% <4.82% 

11.00% 4.74% 
10.54% 4.73% 

10.00% 4,79% 
10.18% .(921~ 

9.67% 4.70% 

1l:J.12% ...... , .... ,. 4.58% 
tO.OS% 4.58% 

10.25% 4.-43% 
10.50% 4.43% 

10.76,. ...... 
10.00% 4.55% 
11.25;4 .... ,. 
10.25% 4.63% 

4,71)%. 
10.39% .... ,,. 

Ullillles 

Yield on 
Spnu•d Moodys ...... 
{!!I!' I ... ~bel ... 6.20lO .... 
5Zl 6.30!< 345 

571 ··- ""' 

... 6.28% 410 

519 8.71% 349 
691 8.6~ 621 
548 8.7~ 384 

"" 6.82'.6 478 ... ...... 334 
554 8.91% 384 

"" 1.7&% ... 
501 8.85'..!. 3:l5 ... 8.74% 286 ... 0.72% 3?8 
sa; 6.87"Ao 338 
47J .. ...,. 301 
8>l 8.47".4 453 
581 8.- ... 
621 8.- 351 ,,. 8.62% '" 
497 8.43% 324 

... 6.18% 394 

""' 6.18% 390 ,.., 8.18'h '"' ... 8.08% 417 
WI 6.08% 442 

8» &.13% 482 

835 8.230 .. , 
8)1) 8.2314 602 ... 8,30'.4 395 

oa:i 0.20% 418 
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I Figure 45: 2007 Rate Case Outcomes 

Allwted 10·Year Sp-ead Moodys Sprvad. 

I 
.... eome!!:!l .... ,.,. Tren. Yield !bE!!) Baa't1eld l!!!lll 

01/WW OklammaGasArdEJ«:tric AR 10.0~ .... ... .... 375 
01/11107 VYisccm.h PoY.er &Utlt Co. 1M 10.80% 4.74"' .,. .... "' 01111107 Pemqj'NU BectrbCo.. PA 10.10'r. 4.74% ... .,,. 377 
01/11107 Me~cpoMm EcfsonC4 PA 10.10% 4.74% ""' .... 317 
01/12107 Patlard G-1'11 E1ec111c Ca. "' 10.10'lfo .,,,. 

"" .... 314 

I """""' PPI.Gas utmies PA 10.-40% .,,, 
'" 

.,.. 41> 

''"""" Paci!ieGasrdBedlleCo.. CA 11.35'llt .... 081 .... 511 .,., Olm&¥aPONW&l.lg.tCo. DE 102S'IIa .... '" 
.,. 

"' """"" RodJatd e.alcCo~:t NJ 8.75% .... 515 .,.. 340 

""""" Scutum U!Jon Co. MO ,.,,. .... ... . ... .,, 

I 
1stQL.Qrtw A.v.ages 10.35% ..... ... 

·~· 
404 

OSI15'll1 Applll'achlin Pw..r VA 10.0C*. 4.71% '" .... ... 
a:./171f1T ~(lrf'~ "' 1025% .... "'' 

..,. 
"' W17ft11 Aquia(t&P} .., 1025% .... ... .... "' a;g)JQ1 Mcncr~g>ihtla Po.wF\:ltOINC Ed. YN 1 ..... <83% .. , . ... ..,4 

a;g)JQ1 UrfonE~ ""' 1020>1 .... '" .... 314 

I 
W79V1 Navada POM:r IN 10.7~ .... ..., .... 421 
IM£><11 PtbicSetVic:tlcfNH~dlillo NH '·"" 4.!!6'!1. 401 .... 319 
C1J/!S(1] CaseadeN&rsl am "' 10.10% ..... '" .... 355 
C8/1>07 Nolt\an Stales Powar NO 10.75% .. ,. 555 .,.. 

"' ..,1.,. EnlieiVf.Maii'Pt AR ..... 5.11!% '" . ... 314 

'""""' Padb!p WA 10.20% 5.18% "" 
.,.. 3<4 

I """"" Appiibd'ililll Pcwaf WY 10..50% 5.14'11. ... 8.74% "' """""' Mzora Pub!~S....tc:. R. 10.75llo 6.12'1i '" 072% ., 
011Zii111 Ya.kea au Savlou CT 10.10% ... % ., .... "' """'"' F\bfc:Serkl dNewMarlco NM 9.5l'Ao 15..113%- ... .... "" 2nd QlarterAveraaes 10.23% .. .,, '" .. ,,. 

'" UIJf1:/Uf AJt6cSecvlu d Cdollldo co 102~ .... '" .... ,.. 

I Ul/1'l101 Gr.nb Stale 8«:tric NH ,_,. 5.13% ... 072% ... 
C11113/f11 hJ;ansasWaslemGas AR ..... 5..11~ ... 010. "' f11/i'il07 Delmava Power & Ugt MD 10.00'11. ""' 490 .... 337 
rJ111MIT Ptlbmae SedrlcP~ MD '"""' .... ... .... 337 
01nwr ...... NE 10A~ .... ... .... 301 

""""" S!Uhlmlnrunae. & Eledrlc 1N 10.16% 4.78% .,, .. ,. 353 

I 08115'01 ScUh&m lnflll'la Gas & El«trlc IN 1CA .. .... '" 072% '" W21101 Cor'!Sumen Enrgy Ml . .,. 
"""'"' ~Gas d Klnbcl;y kY 10.!0% .,,. 

'" .... "' 00110'01 Nol'll'l$m Stales f"cMu. MN ..., 9.71% ""' '" . ..,. 32< 
ll'lf1ero7 ~bnGi!.s&.lJVlt VA 10.0mlo '"'" "' ... % 330 
am9111 Conddated S:taond MV NY '·"" .... ·'"' .... ... I. 3nl Qlart.rAvan~;es 10.02% .... ... .... '" 1...., Atmos &lqy TN 10.411% .,;. "' .... "' ..,..., PlbicSt.W:. ctQklahana OK 10 ... .. ,. 533 ""'" 

,., 
1011&'07 QqeWid Rockla'1d lHitils NY &.1~ .. ,. ... ..... "4 
1011W7 Detla Natu'd Gat "' 10.6C% "'"t,.. "' 

.,.. 412 

I 
10125107 Cl!f'UlPm-ttEs*"gyfl.escums AR ..... '"" '" .,.. 

'" 1"'""' Sedric Tnru.misslon Thu "' ..... .... ... ..,. 
"' 1111&al' W.!hll'QtlnGas &l.Jstlt MD fO.OOM. 4.17"h "' .... 301 

11®07 ArturuasOkl<f!anaGill AR ..... .... ... 8.41'11. "' ttm10r UNSG:u R. 10.00% , ... "" .31. ... 
110'07 Chi)'WTI• Ugtt. Fuel, &Po.vtr W1 10.90% .... ~ ... ... % ... 

I 
t2Rl<J1 Kansas CityPOHII'&l.Jstll MO 10.7~ <02% "" U1% .,. 
"'""" AS'CtntliiT- 1)( ··- 4..18% .,, alll% '" 12/IWT MmSOl Ges & Ellctric WI 10.SO'JI 4.2.4% "' 019% <01 
12114'07 5c1Uh C.dlna Eleettc & Gas sc 10.70'4 4.2<4'% ... .,. 391 
12115'07 ~tim &*IV/ tmslm NE 10..40% 4.14"4 '" ..... 374 
1211WC1' A..tllla Corpcr.lkln WA 111.'10% ...... 014 - .... ... 

I 
,., Ouke&WV)' Qmli'IIIS NC 11.00'1. ..... .,. 055% ... 
""""' BII'Qct Hycto EleetJSc ME 1020"1. ..... '" """ 315 

"'""" PacijcGas.-dEiednc CA 11.39. 4.18% 117 ..... '" "'""" &!nO:&;~~Gas&E•ctlc CA 11.10% '"" 
.,, ..... .. ., 

121211111 S~tlanCal:lo:nlaEclicm CA 11.50'7' o4.18% "' .... "' 12121107 Etcdd:,nUr.lcflGu NY ..... .(.18% .,, . .... 312 

I 
12121101 KeySpa'lGas Easl "' ..... 4.18% .. , . ... 312 
12121107 Nli(Jonlll Ft.~~ I Gas Clsltib.tlc;n "' 9.111'!'. o4.18% .. , .... ,., 
12m'1l7 PadlcoJP 10 ,. .... 4.11% '" .... 313 
12131101 Georglaf'UWI!I" GA 1125'!4 ..... 721 &.515%. ... 

4Ul0Uirlfi"A._.s 10.33% 4.19% '" .. , .. 319 

I 
2007Aw~ge 10.23% ""' '" ..... 311 

Source: SNL Fi110nciol, Federol leserve 
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I Uillilles 

I Figure 46: 2008 Rate Case Outcomes 

Altowed 10·¥eu ...... Moodys ...... 
I 

Date Coml!!!t State ROE 'TI'eas. Yield lhe!l Baa Yield 121!•1 
01108108 NorthErn Statu PWW Co--Wl Wl 10.75% 3.86% 689 6.49% 426 
01108108 Northern States r-CoJNl W1 1.0.75".4 186% ... 6.49"..1. 426 
01117108 W15a)OiinEiedric POW8f Co. W1 10.75% 3.66% 709 5.17% 428 
(]1/17108 W!Sawin Electric Power Co. WI 10.75% 3.66% 709 6.47% 428 
01117J08 W13C011Sil Gas LlC WI 10.75% 3.56% 709 6..47% 428 

I 
01,.,.. Canedlrut l.J'$1t & Pwer Co. CT 9.40% 3.61-J. 519 058% 282 
01130108 Pocomae Electric Pa.wr Q:l. oc 10.00% 3.78% 622 6.72% "" 01J3.1Jtl8 Cenllal Vennont Public: Sa-o.fc:e VI 10.71% 3.67% 704 6.63"At 408 
02105108 North Shore Gas Co. IL 9.99% 3.61% 638 ~62% 337 
02105108 Paoplas Gas light & Coke Co. lL 10.19% 3.61% 658 6.62% 3S7 
02113.08 lndana Gas Co. IN 1~20% 170% 650 6.81% 339 

I 
.,.,.. Flktobuu G.s & Electric Ught MA 10.25% 3.53% ffl2 8.75% 350 
00112108 Pa:liCctp Wf 10.25% 3..49% ffl6 6.68% 337 
03/2 ... Consoidal&d EdiSon Co. of NY NY 9.10% 3.51% ... 6.90% 220 
031a1Jil8 A'rista Corp. OR 1MO% 3.45% 665 8.90% 310 

1atQuarterAv•e;a 10.26% 3.84% .. 1 US% 360 

I 
04122108 MJU Resouces Qurpl~ MT 10.25% 3.74% 651 6.95% 330 
04124Jil8 Pubic Servic& Co. of N.t NM 10.10".4 3.87% 623 7.00% 310 
05/01Jil8 Hawaian EJectdcCa HI 10.70% 3.78% 6., 6.82% 368 
05127Jil8 UNS aac1riclnc. "'- 10.00'"-' 3.93% 6()7 7.01% 299 
05128108 Duke En8V!Ohio Inc. OH 10.50% 4.03% 847 7.06% 344 
<Xli10Jil8 Consumers Erergy co. "'' 10.70'-' 4.11% 059 7.05% 368 

I 
06124108 AlmM ErergyCcrp. TX 10.00".4 4.10% 590 7.08% "" oom/C8 SilllfaPac:i'icPewerCo. IN 10.60% 3.99' .. 661 7.03% 3S7 

"""""' Appslad'llan Po.l'l!l' Co wv 10.50".(, 3.99% 051 7.03% 347 
06127/01! Quut:r Gas Co. UT 1~00% 3 ..... 601 7.03% 297 

2nd Quarter Anrages 1G.34% US% .,, 7,01% 333 
07110108 OlterTaJCorp. MN 10.43% 3.83% ... 7.00% 343 

I 
07/18108 Orange & Ro:ldarrl Ulb In::. NY 9.-40% 3.97% 543 7.21% 219 
07/30Jil8 Empi'eDisl!id Electric Co MO 10.80% 4.01% 673 7.24% 35<1 
07/31108 San Diego Gas & Eledric Co. CA 10.70% 3.99% 611 7.21% 349 
07131108 San016go Gas & EladroCo. CA 10.70% 1911% 671 7.21% 349 
07131108 SOI.Jhem Clll!trmiaG;u Co. CA 10.82% a,... 683 7.21% 361 
08111108 Pa:JiCotp UT 10.25"-' a99% 626 7.23% 302 

I 
06J2flJI)8 SouthMstem Pubic Setik:e Co NM 10.18'h a7!1-.. 630 7.10% 308 
08127Jil8 SourceGa.s DlstribUionUC co 10.25% 3.77"" ... 7.07% 318 
091021011 Chesapeake UlJiles Corp. DE 10.25% 3.74% 651 7.07% 318 
09110Jil8 Commonwa8\h Edi$on Co. IL 10.30% 3.65% 665 7.02% 328 
09117Xl8 AJmos &wgyCap. GA 10.70"h 3.41% 729 7.25% 345 
09J24I08 Central Umis Light Co. IL 10.65% 3.80% 665 7.56% 307 

I 09124Jil8 Ce"ltrallli'lois Public IL 10.65"-' 3.00% 665 7.58% 307 - lli1ols Pa.verCo. IL 10.65% 3 ..... ... 7.58% 307 
0912""" Centlill D incls l.lghl Co. IL 1~68% 3.60% ... 7.58% 310 

""'""" Ccr.ltalllhois Public IL 10.68% a80% ... 7.58% 310 
II9J24/08 llmis Power Co.. IL 10,68% 180% ... 7.58% 310 

"""""" Avista Corp. ID 1~20% aas% 635 7.85% 235 

I 119130108 A'listaC01p. ID 10.20"-' 3.85'"Aro 63S 7.85% 235 
3rd Quart., A~..-agq; 10.46% ~"'" 

.. , 7.3S% 311 

10/031011 NeN Jersey Natu-:al Gas Ca. NJ 10.30".4 3.63% 6ffl 7.98% 232 
1 ........ Pug8l Sound Energy loo. WA 10.15% 3.72% 843 a21% 194 

"'"""' Pugelsound Energy lnc.. WA 10.15"" an~< 843 8.21% 194 

I 
10/20Jil8 CerterPoi'tl. Energy RNOUrces TX 1~- 3.91% 615 9.43% ., 
10124Jil8 Piaanont N!Wtal Gas Co. NC 1~60% 3.78% 684 9.30% 130 

""""" NllJ: Se1vX:e Co. d HC NC 10.60'-" 3.76% 684 9.30% 130 
11117108 AppllacHan Power Co. VA 10.20% 3.68% 852 9.26% .. 
11121108 So.ttr.vast Ga5 Corp. CA· 10.50% 3.20""' 730 9.08% 142 
11/21/08 Scuth.lrsst Gu Corp. rA 1~5010 3.20'.; 730 9.08% 142 

I 
11121108 SwUNiest Gas Colp. CA 10.50% 3.20% 730 9.08"" 142 
11124JG8 NanagansettEia:tlicCo. "' 1~50% 135% 115 9.21% 129 
IW1108- Tucson Electric Power Co. "'- 10.25% 2.72% 753 8.B4'"Aro 141 
1>mJIJ8 Cci.Hnbla Gas d Ohio Inc OH 10.39% 2.18% 821 8.12% 221 
12J23/0a Oetoi: EliSon co. Ml 11.00".4 2.18% 882 8.12% , .. 
12124Jil8 SOJUmast Gas COrp. "'- 10.00% 2.20% 780 e.toeh 100 

I 
,,.,.. ~ Nah.nl Gas Co. WA 10.10% 2.16% 794 ..... 204 
1V29Jil8 Portland General Electric Co. OR 10.10% 2.13% ,.. e.os% 20S 
12129m A'lislaCQIP. WA ln20% 2.13'"Aro 807 S.IWA 215 
12129J1l8 A'listaCorp. WA 10.20% 2.1:Vh 801 8.05'"Aro 215 
12131108 Northam Statu PcrN« Co.. • MN NO 10.75% 2.25% 650 8.07% 268 

4tll Quarter AYUage.ll 1D.35% U&% 739 ..... m 

I 2008Avtraoa 10.35'.4 3.60'% "' 7.40% '" 
Source: SNt Finonciol, Fedemr ReseiW 
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I UliliHes 

I figure 47: 1 Q09 Role Case Outcomes 

edon Ylo '" Alla.va:i 10.Yeat Sl)read Mcoctrs Spread 
Dala Comfll!ny Slate ROE Treasury (bpi) ... !bps! 

01/1<4109 Put:llc SeNice of Oklahoma OK 10.ro% 2.24% ... '·""' '"' 01121109 Toledo Eclson Co. OH 10.50% 2.56% 791 8.14% 236 I 
01/21109 Ohio Ed"ISOII Co. OH 10.60% 2.58% 791 ...... 238 
01121109 Cleveland 8aclllclllllrina!tlg Co OH 10.50% 2.56% 791 8.14% 236 
01127109 Ullon Sa::llfc Co. MO 10.76% 2.""' 817 ..... 270 
01t:l0109 Idaho PC1NU' Co. 10 10.50% 2.87% 763 8.2~ 22.5 
02J<WQ9 U\lted llk.lmi'lalk\g Co. CT 8.75% 2.95% "" .~ ... 51 
IXli04IIl9 lndlma Mk:~an POWI!f IN 10.50% 3.01% 7<9 8.32'A 218 I 
""''""'" Soulhem Caffornla Elf~ CA 11.~ 2.89% 881 8.41'1. 309 
03117109 Tampa Eleeblc Co. Ft 8.11% 3.02$ .., ..... (5~ 
01/13'09 Mldtlgan OM Ulil&s COrp. Ml 10.45% 2.33% 812 ..... "" 02102109 Naw England GasCa. MA 10.05% 2.78% ,,. ...... "" """""" A!mos Energy Cap, TN 10.30% 2.89•.(. 741 .., .... 201 
Ol/25109 Northetn llk!Ois Gas Co. ll 10.17% 2.81% 73l ··""" 157 I 

1st Quarter Av«ses 10.22% 2.72'h. ,., 8.2:1% "' 
I Sou.~: SNt Finonciol, Federof i'eS&IW 

I 
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Ut!lll!es 

I Figure 48: Electricity Rates, by Customer Class 

(CEil(S I k'MJ) 

I 
Slate Reeldertlal Commercial lndus1rfal Total I Avg. 

Idaho 6B7 5.67 4.55 5.66 
West \llrginia 7.02 6.02 4.17 5.54 
North Dakota 7.54 6.74 5.54 6.65 

I· 
Wash_inglon 7.57 6.73 4.8 6.6 
Kentucky 7.71 7.12 4.84 6.16 
Nebraska 7.87 6.59 5.12 6.53 
Missouri 8.01 6.6 4.98 6.84 

I 
Wyoming 8.15 6.57 4.52 5.67 
South Dakota 825 6.81 5.31 7.07 
Ulah 8.37 5.5 4.7 6.61 
Oregon 8.54 7.63 4.93 727 
Tennessee 8.55 8.74 6.14 7.84 

I Indiana 8.76 7.57 5.49 7.01 
Montana 9.16 8.48 6.4 8 
Kansas 9.17 7.7 l'l'.l 7.7 
Oklahoma 9.45 8.21 6.08 8.13 

I Arkansas 9.49 7.73 5.98 7.74 
Virginia 9.55 7.24 5.54 7.87 
Minneoota 9.61 7.82 5.99 7.77 
lov.e 9.65 7.24 4.9 6B9 

I North Carolina 9.68 7.64 5.59 8.06 
South Carolina 9.98 8.48 l'l'.l 7.87 
New Mexico 10.02 8.55 6.45 8.38 
Ohio 10.13 9.19 6.19 8.39 

I Georgia 10.14 9.18 6.69 8.95 
Colorado 10.17 8.55 6.63 8.64 
Alabama 10.24 9.7 6.02 8.45 
Mississippi 10.34 9.96 6.46 8.92 

I Arizona 10.35 8.96 6.69 921 
Louisiana 10.55 1029 8.12 9.59 
lnlnois 10.82 8.78 l'l'.l 8.95 
Michigan 10.88 9.42 6.87 9.11 

I .Y:sJrrlilaJ$1kr~t1~w4¥'c'itio!!!l'$.~7:~~.@9:at~#J 
Wisconsin 11.44 9.19 6.52 8.93 
Pennsylvania 11.47 9.41 7.04 9.36 
Florida 11.6 10.06 8.27 10.7 

I Nevada 11.87 10.14 8.23 10.02 
Dl<lri<t of COlumbia 12.84 13.75 11.55 13.56 
TeJCas 12.94 10.8 8.97 11.07 
Maryland 13.67 12.79 10.46 12.94 

I Delaware 13.88 12.04 1025 12.28 
California 14.37 13.12 1028 13 
Vermont 14.6 12.5 9.01 12.31 
New Hampshire 15.58 14.2 13.12 14.54 

I 
Maine 15.98 12.99 11.88 13.72 
New Jersey 15.01 14.9 12.55 15.04 
Alaska 16.35 13.14 1426 14.45 
Rhode Island 17.26 1525 14.08 15.88 

I 
Massachusetts 17.38 16.1 14.41 16.24 
New YOlk 18.55 16.95 1028 16.75 
CoMecticut 19.29 15.96 13.8 15.88 
Hawan 32.73 29.97 26.33 29.46 

I Source: EIA. 
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figure 50: State Regulatory Stoff Contacts 
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Figure 52: State Regulatory Commissioners, M-W 
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Uti lilies 

On September 20, 2008, S.rdays (o~tnl ocquired lehmnn Bro~eo' Marth Ameriom inffifment bonlin~ copitnl mo~e~. ond p!ivote &westment management husine•es. 
~I mlings ond plkotn~e~ prior to !he oot""']on dote re~le h> ""'age under lMman Brotheo Inc. 

Aao~st CortihcoHon: 
We, Doni~ focd, CFA, G!egg Om11, Theodore W. B100ks, CFA ond Ross A. Fowler, horeby oofy (1) !hot the \iews expre•od in Ibis reseonh reportocrurotely reflect our peoonol <•vs about 
ll1ll 01 oil o! the su~ert ~erunnes 01 l>sueo rcl•ro! to in !hi> resemch reJXln and (2) no poll ol out tompenlotion '!rol, is 01 will be rlre<1fy or inrlire~ roolod to the ~p«i!i< 
re<OOJmendo!lons or views oxpre•ed in ibis resror<h repod 
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Ulllllle> 

Important Disclosures: 

American Electric Pawer (AEP) 
Rating and Price Target Chart: 

US$ 28.59 (09•Jul·2009) !·Overweight /2·Neutral 

US$ c urren(l(=l 
Date 

AMERICAN ELECTRIC POWER CO, INC. 
As~CJG....M.2009 

58.00 -----·· --·--···-····----------------··-··-----------'"'"'-""'-"-US'; 
i 

I 
5&.00 

5<4.00 ... 
52.00 
60.00 

.48.00 l 
I 

Clasina Pnce 

.. ., 
4<.00 

·~00 

38.00 
38.00 

3<.00 
mo 
"'-" ,.., 
2a00 

... 
I 
' 
1 

2".00 

~oo+;rT,-ro,-ro-rro-rTO-r,-rr-rrr-rro-rTOrr,-ro,-rr~ 
7-06 10..06 1·07 4-07 7.(fl 10-07 1-08 4-08 7-08 10-08 1-09 4-09 7-09 

- Clos'llg Ptfce &. Pdea Target 
e Reoommendadon Change x Crop Coverage 

$.?11/Ct: FactSel 

Ranna Pli<B Tarant O.to (~sino Pfi<B Ranno Pnu Taraot 
O&kr-09 26.32 33.00 0~-1)7 47.97 52.00 
19,\\~-1)9 28.01 37.00 31-1~7 43.49 49.00 
3D-JDJHI9 31.35 mo 22-Mwlll 48.88 55.00 
15-Jan-09 31.76 39.00 22-Mat1!7 48.88 1-ov ... ~ht 
O~Jan-09 33.69 42.00 31-Dd06 41.43 44.00 
03-llov-08 32.31 41.00 11l0d-D6 39.31 42.00 
1S·M08 39.75 48.00 27-MO& 35.88 40.00 
24-0d-D7 4&.51 51.00 

FOR EXPlANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS lOCATED ON THE BACK PAGE. 

Baulats Cajlital and/ar lohman 8rathe• Inc. and/01 ana of !hoi offi•l" has manoged at ,..,.11011ed llilhin ~. po~ 12 mon~s a 144A and jar publi< olfenilg of !e<tllitits lor Amo<ican Elm 
Powel. 
a."""' Caji~l and/• 111alfWa~ maiO! a mo~ot ar ~O'Iid" liqtitl~ o the !e<11liti" of Ameritlllli0<1Ii< P .. er. 
S.ldajs Cop~l ood/arlelunan Bralhers Inc. and/or"' of ~ei< affli~~~es hos re<eMd tompemafon far iriO!Imel1t t.nling ""'"!ram Ameritan Electrit Power in the~ 12 mooths. 
Bordcys (opifij ood/M 00 affil~e expeds Ia '"''"or otend! to !Oek tampensol!on for iriMimelrl oonking !!MtSS harn Ameri<on Eletlri< r ... witlin ~.next 3 moolhs. 
8ordcys Clljlilol and/• ooe of thOr offifiatss lonelkiolft""" 1% or more of any dms of common equilf1001rilies of Ameri<on Eledlic v ... r. 
a.ldajs (opil~ and/• oo affliato krrde regularly in~' !loros of Ameritii!Eiectrit Power. . 
8aldajs Co~lal and/or lehman Sra~s Int. ood/or on• of fuov offifiat01 has rete Ned llOilinvo!tment bonking reloted tompemalion hom Ameriam Electrit Power llitlin fualo!t 12 monlhs. 
Ameritoo am r..er o or during~. I'll! 12 moolhs has been on r..,tmentbonling dient of a.lda)s Cajiid oodforlehman 8roillen In<. and/or"' of fuei< affillrtos. 
Ameritoo Hedrit P..er o or rimng the kist 12 manllrs h" been a roolt,.,tment bmking rlent (!erurifi" related servi<es) of S.rdcys Cll1ifol ood/01 lolvnan Brofuen lilt. and/or OM of lheir 
alfWalt!. 
Amelkan Eledlic P..er o or rblng the kist \2 roonlhs h" beena nolliii'/9Siment bmking rlenl {Don<ew;nos r~•red !eMu> I of Sonlays Clljlilol ond/or lehman Brallier• Inc. ood/or "''of their 
offifiatt; 

Risks Whldr Mny Imperio tho Athlewmtof illo Priu Ta~et: Key risks iKiudo .no1aso1o tommorlity pricO!, >toto and Ieder~ regubtioa, iltom!l mtes, and Dl!!t!Oio eooliorr. 
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Utilities 

Important Disclosures Conllnued: 

CMS Energy (CMS} US$ 11.81 (09·Jul·2009} l·Overweight I 2·Neutral 
Rating and Price Target Chert: 

Cuntncy;US s 

CMS ENERGY CORP. 

20.00 -------····---- ··----···----

1<00 

14.00 

1200 

to.oo 

Juoi(».Juu..2009 

Currency - usc 

8.00f-;~~~~,....,.~~-r-r-.-r-r-.~.,_...,.....,....r-r-,....,.-,-r,.-,c-r-r-.r-r...,..-T 
7-06 10..06 1-07 4-07 7-07 1G-07 1-08 4.08 7-08 10-08 1-09 4-09 7-09 

- Clo51ng Price .& Price Target 
e Recommendallcn Change )( Drop Cov-er.tge 

Soun:e.: FactSel 

Date Closing Pdce RoHng Pdce Target Date (~silllf Price Ronng Pnce lo~at 
1~~9 11.87 14.00 01-Aor~8 13.78 
1Sfe01l9 10.75 13.00 1~1a.OO 15.11 
t4-c.t~8 10.00 14.00 131<r~7 18.31 
14~8 10.00 I .QveJWe~ht 16-J..OI 1!.71 
16-Se!t1)8 11.91 16.00 02-11..06 15.01 
0~8 13.!9 16.50 15·Jul~! 13.98 
OS!.Iovns 14.!0 18.00 

FOR EXPlANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS lOCATED ON THE BACK PAGE. 

Brlrdays (apitnland/o ~- Bra~ers lnt and/01 om of tflei rrffi!Gtes hos managed~ ,..,oogerl willrin !he past 11 """"" a144A and/~ publk olloing of se<Uiilies for CMS Energy. 
Bmdrrys (~t~ oni/Oiot rrffi!Gto rookas a marie! ar ~.,;ies Ojliilty illbe s«Urities of CMS En"i'f. 
~days (OiifrA and/o U/1 affiliate tnxle reg1rlorly in tfle sh~es aWlS Enogy. 
~ (opitalond/ar lehman Brolheo Inc. and/ar"" a! tfleu ofliootes hos r~eived noninvestmerlt b:m\ing reloted comperlSGfion ham CMS Eaogyllilhil tf1e last 11 manlls. 

17.00 
18.00 
19.00 
18.00 
17.00 
1!.00 

(}AS Enorvt is 01 during !he last 11 roonths has been o nor1'lriestment oonking <lent !seclftilies reoted '""'") of ~days CDQi~l ood/olehmon Brolbos Inc. ond/o oneof M ofliliates. 
CMS Energy Is 01 doing tflelast 11 manlhshas beenu """""hnent OOnking <lent !nortlecvriti~ reloted seM<es) of Bordrrys Copitnl and/M lelvnon Brothoslnc. ond/~ 0111 of theu ofliliatll. 
~ Co!ifolo ossodoted wi1h spedolistfinn ~days Copitnl Morket Mokeo who moles o marlet In CMS fnelgyslo<l. At 0/rf gNM Hnre,ibe rwoda!erl speci1list mrrt hove ,.,g• ""shod' 
U1venlo!y pcsilion in the sto<l; and tha 01sodoted spemot mnybe OB !he appo;la side of orr!,. exearted oo tfla floor of the Exchonge in the slo<l. B~days Cor&l cnl/01an olfilate mokes o 
100rbtkllhe 5«vrilill oftf;s <~ny. 

Risks Whkh Mny Impede the Achievement of tho Prin larger. CMS fnetgy foces risk fiarn Midigon utifity llgliiJtion, rommndi~ prices, and iltHest roles. 
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Ulllllles 

lmporto.nl Disclosures Continued: 

DPL Inc. (DPL) US$ 22.80 (09·Jul·2009) !·Overweight I 2·Neutral 
Rating and Price larget Chart: 

Cull&n"'=US$ 
Date 
24·ltnHl9 
D!fe1Ki9 
3IJ.IJ<IU8 
2~8 
2+Julll8 
24-loKIB 
22fe1Ki8 

DPLINC. 
As of O&Ju\-2009 

38.00~---------------------""""""'=::;_•:::US:::,D 

38.00 

32.00 

30,00 

26.00 

2-f.OO 

22.00 

20.00 

,.00~-r~rT~rT~~-r~-r~-r~-r~rT-r~-r~-r~-r~ 
7-08 10.06 1-07 4-07 7-07 t0.07 1-08 4-08 7-08 10-tl8 1-09 4-09 7-09 

- CIOlllrtg Prfce "- Priee Target 
• Recommendation Change X Drop Coven~ge 

So!IIC8: F.teiStl 

(~sin• Prico RaHn• Prico T01oat Date Ciolino Pnu RaHna 
23.15 29.00 13-lle<-D7 30.41 
22.56 18.00 3HkHI7 29]4 
13.14 16.00 26·Wl7 27.61 
15.34 29.00 01~7 31.10 
25.70 31.00 02fM7 29.07 
27.35 31.00 
26.26 31.00 

FOR EXPlANAllONS OF RATINGS REFER TO THE SIOCK RATING KEYS LOCATED ON THE BACK PAGE. 

BaK!o,s C'li\cl ood/01 m cllill:ltt ,.;., a mooiet <K p«Mdes lirjmi~ ~ tie <ewrnio< of Oft ln<.. 
Bard<r,> ~d aodjm an afllalll Ill~ a short jlO!ilian of rrt ~ostl% of lho oulllnnding sOOio ropiiDJ of DPlloc.. 
Bordarl U¢ol and/<K l1ll oflilkrtolrufo regufwlyil the shrres cl Drl Inc.. 

Prico Taraot 
35.00 
33.00 
32.00 
36.00 
33.00 

Rlskl Whlrh Mrrt lmpedolho l.chlevoment of tflo Pri10 Target ijsls Ia lho oulfook ildvdu.nol""l"arrmodlly pli"'· generolion devd"''ffl'nlmolet rondiions,lho aut10mo afregufrrtoy 
proceedin;!i, ral!og agen<yll<lioos, lalere<t role<, ood """' to lbo "''iiti rmrbts. 

July I 6, 2009 99 

ATIACHMENT D · 99 



I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Utililies 

Important Disclosures ConHnued: 

NV Energy, Inc. (NVE) 
Rating and Price Target Chart; 

US$ 10.66 (09·Jul·2009) !·Overweight I 2-Neutral 

( US$ unenev=u 
O.te 
06-Ao<-{)1 
01-llct-{)8 
25-~8 

31H-"!8 

2<>00,------

taoo 

1200 

!MO 

e.oo 

NV ENERGY INC. 
M of 07~1-2009 

Cutrei'IC)' • USD 

•"~-r.-rT,-rT-r~-r~rr.-rr,-rr,-.,-.~-,.,-r.-rT~ 
7-08 10-08 1-07 4-07 7-07 1()..07 1-08 4-Q8 7·08 10-08 1-09 4-09 7-{)9 

- Closing Price ..&. Price Targel 
e Rect~mmendalion Ch811ge M Drop Cove111ge 

Cl.,ino Pri" !otfno Price Toroel Ill~ Clos!" Price Ratfno 
1.74 13.00 12~8 14.57 
9.89 1 -INOW!iohl 11Hle<-{)7 17.20 

11.27 14.00 11Hle<1l7 17.20 HQOOI w>~bt 
12.71 15.00 

FOR EXPIANA110NS OF RATINGS REFER TO THE STOCK RA11NG KEYS lOCATED ON THE BACK PAGE. 

Price Toraet 
16.00 
18.00 

Bardoys Copj~l ond/~ lelman Brnibeis Inc. ool/or one of the; olliOO~s has monoged ~<~within i!Ja po>t12 monilu o 144A ond/or pOOl< ol!eril1g of SK1Jrilies I~ NVfnergy,lnc .• 
0.WIIf! CQjitol and/or m olliOOto """" o mmt or pro>ida5 lqui<l~ ~ i!Ja SK1Jrilies of NV Energy, 0< .• 
Bor<illf! Co~!ol ond/~ lelunun Bro!hels In<. ond/~ ono of lbelrol!lio~s biiS re<eMd ~mpensolion fur ilrlaslrr<ntbookilg ""'"hom NV Energy, hlt in lhe po>l12 monlfls. 
BOr<illf! ~ ond/or on ol!liofe ~ode regmorly ~ i!Ja shmes of NV fnorgy, Inc. 
BOr<illf!(opjiol onO/Oilelroon Brotlen fu<. ond/or one of th.ir olli00t05 has re<eiwd nllllinveslmeol bonld.g relo!ed <ompensotioo from 11'1 Energy, fut lliliM tile los! 12 monlhs. 
NV fnergy,lnc.ls 01ilnilg lhe pos1]2 mMths has beoo on inl'&51montbankilg dieotof llordoys C~itnl ond/01 l.ehmon Brolbos Inc ond/~ ooo of lbeir olliOO"'. 
NV Energy,lnc. is 01 during the lost 12 monlfls has been o oollfrleslmenl OOnliJg tlent (seruiHes r~oled ~M<os) of llordoys Copihllond/orlolnoon Brolbeo In<. ond/or one of ~.eir offiliotos. 
NV fntrgy, In<. o or wring tho lost 12 m011fls has been o nollim1slment borWng tiOlt (oon-soruitiesrdmed ...Xes) of Bmdoys Cllfllrnl ond/orl.ehmoo BrotheJS In<. ool/or one of their oflliotes. 

!ish Muth 11.rrf Impede the Arhlovement of the Prf<e Torgo~ Rlsh lo t\o outt..k ildude wlolesole <ommodi~ pri<es, generotion devoloiment nmel ron<IHom, lbe out<omo olregolotory 
pr01oed'mgs, mHng ogen<y odions. "''"" rotes,llld ""'''' lbe <opjiol ""~'"- · 
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Ut!lllles 

lmporlcnl Disclosures Conlinued: 

Wisconsin Energy (WEC) 
Rating ond Price Target Chart: 

US$ 40.87 (09·Jul·2009) !•Overweight I 2·Neutral 

Cunanzy=liS s 

SUIO 

$2.00 

50.00 

.ca.oo 

48.00 

38.00 

3a.OO 

WISCONSIN ENERGY CORP. 
As ol 01..Jul.2009 

Cumney • USD 

34.00f,---r.,-,c--r""=-~=~=~=:ro-:-r:~r-r~o:-r~~--r-.-.~,..,...,..-r:T 
7·06 10.0S 1-07 4-07 7-07 10.07 1·08 4-08 7·08 1G.08 Hl9 4-09 7..Q9 

- ClOsing Price -'. PriCe Target 
e Recommendauon Change X Drop Coverage 

Sourr:e.:FaetSat 

Dole Clol~g Pritt Roling Pritt Iorge! O.la (lasing Pritt RoHng Prica la<gal 
06..1\ay-09 39.40 47.00 04·~7 45.50 
J7.,\\crj)9 38.31 43.00 04·Ser>{l7 45.50 1-Qverweighl 
OH.!Hl9 45.38 51.00 01~7 43.64 
31)1)ecj)8 41.50 49.00 01..1\ay-07 48.78 
30-WJ8 43.80 mo OlfMm.07 4W 
29-Se~8 45.32 52.00 Olfi.!Hl7 48.26 
08..1\ay-08 48.08 53.00 05f.!Hl7 47.48 
29..1o1~8 46.31 52.00 1!Hlec~6 47.94 
11-oct-07 46.11 54.00 16-oct-06 46.38 
19·~7 45.33 51.00 01-Auo06 41.39 

FOR EXPlANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS lOCATED ON THE BACK PAGE. 

Bmdays Co~1 and/w oo affiliola IOOkes o rnolet or pmlidas liqukli~ in the seCIJfilias of W"omil fnecgy. 
Bmdays COfilcil und/w lelun01 810~os ~c. ood/w ''"of !he< offilolas has re<eived conpensoliiln foi-l banking ser;kas from WIS<omin Enowin ~. fXI!I 11100nlhs. 
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September 29, 2009 

United States: Utilities: Power - Electric 
Utilities 

Powering On: Tilting to commodity oriented utilities and IPPs 

Upgrading IPPs from Neutral to Attractive; RRI Energy to CL Buy 
With expected improvements in spot commodity prices, along with a 

continued uptick in power demand, we upgrade Independent Power 
Producers (IPPs) and reiterate our Attractive view on Diversified Utilities. 

Commodity levered utilities and IPPs lagged other energy/commodity 
sectors YTD, creating mean reversion potential going forward. While 
dividend yield spreads still remain attractive, we downgrade Regulated 
Utilities to Neutral, given limited average upside to larger cap targets. 
Within the regulated space, we tilt more towards smaller cap stocks. 

We upgrade RRl Energy (RRI) to Conviction Buy, as the most un-hedged 
name in our universe. We also reiterate our Conviction Buy rating on 
large-cap nuclear generator Entergy {ETR).and remove small-cap Great 

Plains Energy (GXP) from the Conviction List, although we maintciin our 
Buy rafmg. We downgrade Portland General (POR) to Neutral from Buy 

due to recent share price performance and concerns about 2010 guidance. 
Since being added to Americas Buy List on August 17, 2009 POR is up 

5.7% and since being to the CL Buy List on the same date, GXP is up 4.9% 
vs. the XLU up 2.8% and the S&P500 up 8.5%. 

Industry context and estimate changes 
As weather-adjusted electricity demand declined 4%-5% YTD and 

industrial demand decreased over 10%, we now expect YaY comparisons 

for power demand to improve as GOP and industrial production accelerate. 
We revise our demand forecast slightly for 2010, from 0.6% to 0.4%, due to 
our new bottoms-up versus top-down demand forecast, but still expect a 

pick-up next year in industrial and residential demand. 

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

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

power markets and signs of improvement in weekly demand. 
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September 29, 2009 United States: Utilities: Power- Electric Utilities 

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

The broader utilities sector, especially the commodity levered names within the 
space, screen attractively after sizable underperformance VTD versus the S&PSOO and 
since January 2008 versus other commodity oriented sectors._ We reiterate our 
Attractive coverage view on Diversified Utilities, while upgrading the Independent Power 
Producer (IPPl sub-sector to Attractive, due to (1) improving YaY demand trend 

comparisons and improving spot commodity prices, (2) significant relative 

underperformance versus the S&P500 and commodity-exposed sectors, as shown in 
Exhibit 1-3 below, {3) valuation on longer term metrics, and (4) a continued low interest 
rate and inflationary environment, as forecast by the GS Economics team. We lower our 
coverage view on Regulated Utilities to Neutral, since few of the larger cap bell-weather 

names screen attractively here. Equity issuances, a significant sector-wide overhang 
entering 2009, no longer weigh on the group, as only a few names require infusions in 

2010. We still expect YaY 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 YTO underperformance 
share price performance, ytd 
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September 29, 2009 United States: Utilities: Power- Electric Utilities 

Exhibit 2: IPPs and Diversified Utilities underperformed 
other commodity sensitive equities YTD ... 

Exhibit 3: IPPs and Diversified Utilities underperformed 
other commodity sensitive equities January 2008 

share price performance, ytd share price performance, since 1/1/2008 
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Source: Goldman Sachs Research. Source: Goldman Sachs Research. 
Note: Performance is from equities under GS coverage Note: Performance is from equities under GS coverage 

After a painful 2009 YTD trajectory for electricity demand, we revise our forecast to 
reflect a more bottoms up (versus top-down) approach- projecting consumption 

across the industrial, commercial and residential classes. Historically, a top-down 
approach tied to GOP accurately predicted electricity demand, where trends showed that 
every 1% change in real GOP growth drove a 0.6%-0.7% change in electricity demand. 
Entering 2009, we remained bearish on electricity demand fundamentals and therefore 
consensus estimates- our bearish forecasts still understated demand, as GOP weakened 
and industrial production collapsed. A GOP-based top down forecast holds long-term 

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

• A series of correlation analyses show that Industrial Production (IP), total 

fixed investment and unemployment emerge as key drivers of power 
demand. We analyzed a host of factors across each class, as shown in Exhibit 6, 

determining that forecasts for Industrial Production maintain a greater statistical 
correlation than GOP 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 
level should emerge in the coming years given sizable stimulus-related 
investments. 

• Sentiment around electricity demand will improve, given better VoV 
comparisons and accelerating GOP growth. Early signs should emerge that 
electricity demand will stabilize, with QoQ and then YoY comparisons improving. 
Demand for 2H2009 should decline only 2%-3% from 2H2008 levels- an 
improvement from trough-like levels in 1H2009, with a pick-up in industrial and 
residential MWh sales driving growth in 2010. Normalized demand growth for 
201 1-2012 could reach 1.5%-1.7% even with slight efficiency gains included, with 
sales to commercial customers presenting the biggest near-term risks 

For merchant generators. improving demand fundamentals and spot commodity 
prices over the next 6-12 months should lead to multiple expansion. We raise 
multiples on pure-play IPPs in our universe- NRG Energy and RRI Energy- to reflect 
improved sentiment and the significant FCF generation likely in a $5.50-$7/MMBtu natural 
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September 29, 2009 United States: Utilities: Power- Electric Utilities 

gas price environment. Applying a 7.0X multiple on these predominantly base-load 
generators remains somewhat below historical mean/median levels of approximately 

7.25X, reflecting improving, but still below trend electricity demand growth in 2010. 

Regulated Utilities still trade below historical multiples, but few large caps screen 
well, driving our change in coverage view. Regulated Utilities currently trade near 9.9X 
our 2012 expected EPS, implying an 8% discount to the long-term average of 10.9X (since 
2005). On near-term multiples, Regulated Utilities trade at roughly 12.4X on our FY2 

estimates and 11.9X on consensus- below historical levels closer to 12.5X. We anticipate a 
mean reversion toward the historic average over the next 12-months- given better 
demand fundamentals and higher earnings and rate base growth- driving our increase of 
PIE multiples from 9X to 10-10.5X on 2012 EPS. However, many of the bellwether names 
screen less attractively than small/mid cap regulated stocks, with less upside to target 
prices. 

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

Given recent performance and concerns on 2010 guidance, we downgrade Portland 
General (POR), while reiterating a Buy rating on large-cap American Electric Power 
(AEP). After upgrading POR on August 17. the shares have outperformed other Regulated 
Utilities by 250-300bps, although lagging the S&P 500. We downgrade POR given our 
concerns that 2010 guidance will disappoint, given our forecast of $1.63 versus consensus 
levels of $1.75. We reiterate our Buy rating on AEP, the one large cap Regulated Utility we 
prefer, primarily on valuation, as AEP trades at a 16%-18% discount to peers on 2010-2011 
estimates. 
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September 29, 2009 United States: Utilities: Power· Electric Utilities 

Lighten up with a deep dive into electricity demand fundamentals 

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

The historical top-down relationship between real GOP 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 YaY real GOP growth, as detailed in Exhibit 4. Over time, every 1% 
change in GOP growth drove a 0.6%-0.7% change in electricity demand. We entered 2009 
assuming a 1% YaY decline in weather-normalized demand, driven by an expected 1.6% 
decline in real GOP. However, real GOP decelerated faster than expected, down 3-4% in 
1 H2009, but the historical correlation with power demand "broke down" in 1 H2009, with 
actual power demand down 4%, worse than the 2-2.5% that a top-down GOP-driven model 
would imply. 

Exhibit 4: Historically, every 1% change in YoY GOP, 
drives a 0.6-0.7% change in electricity demand ... 

Exhibit 5: ... but, the historical correlation with power 
demand broke down in 2009, with actual power demand 
worse than a top-down GOP model would imply yoy power demand and gdp growth (1975-2007) 
yay weekly power demand, weather-normalized 
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Source: Goldman Sachs Research, GS Global ECS Research. Source: Goldman Sachs Research, EEl. 

We primarily attribute the 2009 dislocation of GOP-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 GOP-based 
model. 

A top-down model approach remains relevant, particularly as a sanity check in more 
normal GOP environments. As industrial demand normalizes in 2010 and 2011, we 
expect electricity demand to converge with its historical relationship with GOP. Weather­

adjusted demand growth under a US real GOP forecast of 2.0% in 2010 would be 1.25% 
under our top-down model- a modestly higher outcome near~term than our new model 
approach (discussed below) derives- and 1.5-2% in 2011 and beyond, given a long-term 
real GOP growth rate of 2.5-3%. 
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September 29. 2009 United States: Utilities: Power- Electric Utilities 

Bottom-up demand forecasts- implementing a more granular 
electricity demand forecast 

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

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

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

Phase 1: 
Exiting Demand Bottom 

Industrial Silles improving 
significantly, driving us out of 
the cyclical bottom in demand 

Phase 2: 
Steady Recovery 

Residential and industrial 
Silles are positive YoY, while 
commercial to remain weak 

Source: Goldman Sachs Research, EIA GS Global ECS Research. 

Phase3: 
Return to Normal 

Return to long-run growth rate of 
15-1 7%, with commercial 
demand growth outpacing 

industrial and residential Silles 

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

Source: Goldman Sachs Research EIA. 
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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 

202009, leading to a significant downtick in industrial electricity demand. The Goldman 
Sachs Global ECS team projects a robust IP recovery in 20-402010, likely leading to an 

increase of 1-2% in electricity consumption by industrial customers. However, in a more 
normalized production environment post-2010, we believe industrial electricity demand 
will once again lag other customer classes, as we believe it takes at least a YoY 3.7% 

increase in IP (above historical trend) to drive just a 1% increase in industrial MWh sales. 

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

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 

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

correlation between IP and industrial sales 

1o..lr%. . B.ddnt: lnduslr:i.il Produ~ to lndaslrW E1fdric: CIIIISum.ption. f/ -67"/o) 
Industrial Production (X} to Industrial Sales (Y} 

-1C.Il"Jio 

-15.0% 

.,.,. 
§ § § § 0 0 0 i 0 e·s ~ ~ ; • ! ! ! ! ~ i ~ ~ i I i 0 I I ! ~ ~ ~ 

-15% 

• 

10% 

5% 

-5% c 

-10% 
-15% 

-20% 

5% 10% 

y = 0.7133x- 0.0165 

R2 = 0.6742 

- MWh - Baelct8st 

Source: Goldman Sachs ReselJrch. Source: Goldman Sachs Research. 

Commercial demand growth appears closely correlated with total fixed business 

investment and unemployment rate variables. Unemployment rate levels and total 

fixed investment, at a 3 month and 9 month lag, respectively, emerge as the best 

predictors of electricity demand for commercial customers. long-term commercial 

demand growth will likely outpace growth rates for industrial and residential customers, 

but risk exists for 2010 expectations. as continued high unemployment and below-trend 
investment levels will weigh on demand from this segment. We expect a YoY increase in 

weather-normalized sales to commercial customers of 0.9% versus a historical growth rate 

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

Exhibit 12: ... and total fixed investment to drive our 
commercial customer class MWh demand forecasts 
bac'Ktest of total fixed investment-based forecasting 
methodology to commercial electric consumption 

··~ 

~ s § ~ ~ § § ~ ~ g ~ ~ e e e e e s e e e s e ~ o 
~ ; a : : i ; : e 5 : : a g ~ ~ ~ g ! ; a ~ ~ ! i 

-Com~ Delllatld MWit - Unoomployment Ratto (fQ La;1 Bac:ktest) 

Source: Goldman Sachs Research. Source: Goldman Sachs Research. 

Exhibit 13: GS Global ECS forecast unemployment rates will be near or above 10"'/o 
through 2010, weighing on commercial electricity demand 
unemployment rate forecasts 

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 assume 1.9% growth for 2011/2012. This incorporates a rough estimate for 
efficiency gains- gains we incorporate to reflect the significant spending brought by the 
American Recovery and Reinvestment Act. We note that usage per residential customers, 
e.specially over the last 5-10 years, continued to increase, not decrease, so upside to our 
forecasts for residential demand growth for 2011-2012 exists if even modest 10-20 bps 
efficiency gains that we assume do not emerge. 
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Exhibit 14: From 1990-2007, we observed MWh usage per residential customer increase, 
so upside to our demand growth forecasts exist if efficiency gains do not materialize 
annual MWh usage per residential customer 

11.5 

11.0 

110.5 
0 

J "·" 
~-~ ~ 9.5 

~ 
~ 
~ 1.0 

•• 

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2.001 2002 2003 2004 zoos 2006 2007 

Source: Goldman Sachs Research. 

Utilities in the Midwest, the South and the Plains states should benefit in 2010 as 
industrial MWh sales respond to higher industrial production levels. In our universe, 
on 2007 estimates, Conviction Buy-rated ETR and Buy-rated AEP remain among the most 
levered to electricity sales to industrial customers, given a greater proportion of total sales 
to this segment. as highlighted in Exhibit 15 below. We note companies with sizable 
exposure to commercial customer demand- including Sell-rated NSTAR (NSn- may 
experience demand weakness above peer levels given higher-than-average exposure to 
MWh sales to commercial customers. California and NY based utilities, even though they 
maintain sizable exposure to the commercial segment, maintain rate structures that 
include decoupling from demand, thus significantly less exposed to demand trends overall. 
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Exhibit 15: American Electric Power and Entergy are among the most levered to industrial 
demand, while NSTAR is among the most commercially-exposed 
2007 customer class breakdown by regulated utility segment 

45% 

40% 

35% 

30% 
25% 

20% 
15% 

10"/o 
5% 

O"'o 

). 
' !. ~ ' 

~ r f ~~~]~o 
E::!:l Industrial as% Mix -Average 

70% 

60% 

50% 

40% 

30% 

20% 

0% 

Source: SNL. 

~· 

' 

ES:JCommercial as%Mix 

~ ' i I 

-Average 

~ 

We revise estimates to reflect our new demand forecast and minor 
changes to power price assumptions 

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

. -:weather-Nonnai.YoY Nafl..· 
.; ' ·Demalid Forecasts (%) _ 
~.-Old'/' ·_ .. ,'~New·"~ -,Differ.~ 

302009• 0.0% -2.9% -2.9% 
402009. -0.3% -2.2% -1.9% 
102010 . 0.6% -0.6% -1.2% 
2Q~010 0.6% 0.0% -0.6% 
302010 0.6% 0.8% 0.2% 
402010 . 0.6% 1.3% 0.7% 

FY2010 0.6% 0.4% -0.2% 
FY2011." 1.5% 
FY2012~·, 1.7% 

Source.- Goldman Sachs Research. 

For Diversified Utilities and the IPPs, we also make modest changes to power price 
forecasts. In addition to revising demand estimates fOr regulated segments, we also 
implement minor power price adjustments in the Midwest and industrial portions of the 
Mid-Atlantic/Northeast. Natural gas prices continue to drive power price assumptions- as 
forecast by the Goldman Sachs E&P research team, we continue to expect a significant 
uplift in 2010/2011 power prices, driven by higher natural gas levels. Among commodity 
levered names, om 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 

~~-{ ::wnon·:. ··-~;~ ' ·~·H&i1~ HlitfGas·~->;..1 1-:~cAPP Coil ·j I!PRB'C08hl 

'new I .-.·old. I I new- I Old· I unchanged I I unchanged I 
30 2009E $67.00 $65.00 $3.40 $4.00 $50.00 $10.50 

$77.00 $70.00 $4.00 $4.50 $55.00 $11.00 
$61.72 $59.47 $3.98 $4.25 $52.23 $10.22 

10 2010E $85.00 $80.00 $5.00 $5.00 $55.00 $12.00 
20 2010E $85.00 $80.00 $5.00 $5.00 $55.00 $12.00 
30 2010E $90.00 $80.00 $5.50 $5.50 $55.00 $12.50 

$100.00 $80.00 $6.50 $6.50 $55.00 $13.00 
$90.00 $80.00 $5.50 $5.5U $55.00 $12.38 

2011E $110.00 $100.00 $7.00 $7.00 $60.00 $14.00 
2012E $105.00 $105.00 $6.50 $6.50 $65.00 $14.00 
2013N $85.00 $85.00 $6.50 $6.50 $70.00 $13.00 

Source: Goldman Sachs Research. 

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

years, barring significant new investments in growth, M&A, or environmental projects. 

Exhibit 18: We forecast 13% and 17% 2010-2012 FCF yields for NRG and RRI 
independent power producers FCF forecast 

• - ~ Independent Power Producers FCF Forecasts · 

FCF!share 
FCF Yield 

$0.86 
12.3% 

$1.64 
23.5% 

$'\.04 
15.0% 

NRG · · 
FCF/share 
FCF Yield 

$3.84 
14.1% 

Source: Goldman Sachs Research estimates 

$3.19 
11.7% 

$3.30 
12.1% 

$1.18 
16.9% 

$3.44 
12.7% 

Exhibit 19: GS EPS estimates versLJs consensus forecasts 

·Cotl$. eooo """' :Ticker GS EPS EPS · % Ch GSEPS EPS. 'JI.Ch· GS EPS EPS • '!1. Ch· 

AEP $2.7.0 
DUK $1.11 

ED $2.99 
PCG $3.08 
PGN $2.88 .... 

$2.87 -6% 

$1.21 4% 
$3.11 -4% 

$3.16 -3% 
$3.03 ~% ... 

$2.99 

$1.17 
$3.21 

$3.45 

"·" ,. 

$3.03 -1% 

$1.30 -10% 
$3.29 -2%­

$3.40 2% 
$3.20 -6% . ... 

$3.33 
$1.30 

$3.31 

$3.81 
$3.32 

-~ • • Smaii&MnfO.p-Rcgulated' • ' 

CNL $1.64 
EE $1.3<4 
GXP $1.17 
NST $2.33 
NU $1.68 
POR $1.45 
SCG $2.85 
NVE $0.89 
WEC $3.05 
WR $1.45 

Mean·;, . .-. 1 •. i::'.. 

$1.65 0% 
$1.12 2'4 
$1.19 -2% 
$2.36 -1% 
$1.84 -1% 
$1.39 4% 
$2.83 1% 
50.92 -25% 
$3.12 ·2".4 
$1.71 -15% 

J'•T • ' -6% 

$2.14 
$1.28 
$1.54 

"" $1.85 
$1.63 
$2.98 

"'" $4.01 
$1.84 

$2.07 3% 
$1.55 -17% 
$1.45 &% 
$2.48 4% 
sua -1% 
$1.75 -7% 
$3.05 -2% 
$1.13 -17% 
$3.76 7% 
$1.83 -11% .... 

$2.27 
$1.47 
$2.01 

"·"' $2.00 
$2.21 
$3.35 
$1.12 
$4.13 
$1.57 

"·" $1.38 
$3.41 
$3.70 

"" 
$2.27 
$1.68 
$1.82 
$2.62 
$2.18 
$2.09 

'"' $1.19 
$4.10 
$1.84 

'"' -11% 

'" ... ... .. .. ... 
" -15% 

""' . 
' ' ~ • - Dhler.>ified Utilities " '- -' -

ASE 
AYE 
m 

'" EXC 
SRE 

"" $2.15 
S6.50 
$2.92 
$4.02 ..... 

52.72 ·111'4 
52.22 -3% 
S6.52 0% 
S3.0o4 -4% 

$4.11 -2% 
$4.53 -1% 

,, 
$2.47 
S6.87 

"·" ., .. 
$4.93 

$2.59 -11% $2.50 
$2.49 -1% $3.57 
S6.91 -3% $7.95 
$3.49 2% $3.8-4 
$4.03 -11% $4.11 

S5.14 -4% $5.55 
...... "~ -­
-6%.~ .. ~, 

NRG $1.86 52.94 -37% $2.34 $2.72 -14% $2.25 
ORA $1.23 S1.32 -7% $1.27 $1.54 -17% $1.25 
RRJ ($0.77) ($0.55} -40% S0.19 $0.06 224% $0.64 

Mediil.n --·· ··-37% .-,' -~- -1<t% ~- ·'-"".- ~ 
M~ilL-- ';;-'J.. ~- ',, ::::za%·" i. ·'.:<;:~:.!'"5-4%_"·:·~-· 

$2.50 0% 
$3.25 10% 
$7.25 10% 
$3.61 1% 
$4.60 ·11"4 
$5.55 --3% 

,. ·~ ;~' 
~ -::-. ·"2%'1 

$2.33 -4% 
$1.68 -21% 
$0.32 101% 

Note; NRG EPS 11ssumers contrllct BIIJO(tizations assocrated wim the acquisilion of RS/iilflt 

Independent Power Producers-
21l'09 ,., ' ·-. 

GS Cons GS Cons GS Cons 
Ticker EBrTDA EBITDA %CIT EBIIDA ESITilA % CIJ -< EBliDA E'BIIDA % Ch 

NRG 
ORA 

""' 

$2,448 $2,280 1'% $2,520 $2,358 11% 
$151 -2'4 $180 
$331 ~% $567 

Source: Goldman Sachs Research estimates, Factset. 

$2,513 

Note: EB!TDA estimates are Adjusted EBITDA, not GAAP EBITDA. 

$2,467 2% 
$223 11% 
$127 -9'11. 
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We upgrade Independent Power Producers to Attractive and 
remain Attractive on commodity oriented Diversified Utilities 

As power demand and commodity prices improve, IPP multiples should continue to 
expand- and we upgrade RRI Energy from Neutral to Conviction Buy. Improving 
natural gas prices, power prices and electricity demand all should support and enhance 

valuations for merchant generators and the merchant generation segments owned by 
Diversified Utilities. We raise multiples on pure-play IPPs in our universe- NRG Energy 
and RRJ Energy- to reflect improved sentiment and the significant FCF generation likely in 
a $5.50-$7/MMBtu natural gas price environment. Applying a 7.0x multiple on these 
predominantly base·load generators remains somewhat below historical mean/median 

levels of 7.25x·7.5x, reflecting improving, but still below trend electricity demand growth in 

2010. 

Exhibit 20: Base-load IPPs still trade one standard deviation below their L T mean despite 
recent multiple expansion 
3YR forward EV/EBITDA multiples of base-load IPPs (NAG, RAJ, MIR) on consensus estimates 

14X 

12X 

2X 

--Average IPP Multiple (NRG,RRI,MIR) -Mean - -1StDev ······ 2StDev 

Source: GS Research Estimates, Factset 

Natural gas prices should improve and will likely emerge over the coming 12 months 
as a catalyst, not a headwind, for IPPs and merchant generation. The Goldman Sachs 

E&P team sees the potential for near term bullish weekly data builds due to (1) industrial 

demand improvements, (2) lower production due to natural declines and lower rig count, 
(3) lower production due to maintenance, shut ins, and/or drilled but not completed wells, 

and (4) coal-to-gas substitution. We continue to focus on 1H2010 gas prices as a key 

driver for FY2011. Assuming gas prices stay below $5.00/MMBtu Henry Hub gas in 1 H201 0, 

our E&P team forecasts a normalization of gas storage in 20/30 2010, leading to tightness 
and a spike in prices during Winter 2010·2011. 
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Exhibit 21: Near term storage data could tum bullish 
natural gas storage 

Exhibit 22: .... and further rig count declines should lead 
to $6+/MMBtu gas beyond 2010 
US natural gas rig count 

.... . . -.. 
""' 
3.000 

~ 
,., .,., 
uoo 

1,000 

'" Q' "' I -~ar.,.er.ge - 2009 • - ·ZOOIIE ·2010E I 

Source: Goldman Sachs Research estimates. US DOE Source: Baker Hughes 

Within our universe, RRI maintains the most sensitivity to changes in commodity 
prices, although others maintain sizable commodity leverage. As highlighted in 
Exhibit 23 below, RRI Energy maintains the greatest exposure to natural gas and power 
prices, given minimal hedges for its generation output. Above-market coal contracts 
weigh on 2009 significantly and have a modest impact on 2010, but roll-off by 2011. 
Diversified Utilities also maintain sizable exposure to natural gas and power prices, with 
hedges rolling off at different times for each- Allegheny Energy (AYE) remains 
significantly unhedged for 2011, while few maintain hedges beyond 2011. 

Exhibit 23: RRI and NRG remain the most sensitive to a $1.00 change in Gas, AYE is most 
sensitive Diversified Utility 
EPS Sensitivity to+ or- $1.00/mmbtu of natural gas in 2010,2011 

1 EPS sensitivity+ or- $1.00/mmbtu of Natural Gas 

.' < •• ' 

•' 

!- .. 2010~-
,• 

' ' • 
2011 .- -·2012 ~·~; 

llndepent Power Producers ·· :. . ..... -
NRG 12% 17% 208% 

RRI 167% 60% 36% 

Average 90% 39% 122% 
, .•. _, -!Diversified Utilities ·.-•· "'--

A.EE 4% 7% 10% 

AYE 9% 23% 37% 

EIX 10% 13% 15% 

ETR 3% 7% 11% 

EXC 2% 9% 26% 

SRE 1% 1% 2% 
Average 5% 10% 17% 

*Our "base..case" implies our E&P Team's forecast of $5.50/mmbtu in 2010 and 
$7.00/mmbtu in 2011 

Source: Goldman Sachs Research estimates. 
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We raise estimates for RRI and increase target prices for lPPs, upgrading RRI 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 EVIEBITDA multiple on average 201112012 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 halt 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)1ower forecasted backlog, (2)1ower gross margins 
forecasts, and (3) lower power prices in Hawaii, implying 5% upside. 

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

Company • . , • RRl NRG 
Average 2011-2012 EBITDA 

Baseline EVIEBITDA Multiple 
Adjustments to Baseline Multiple 

Attractiveness of Regional Markets 
Carbon Exposure 
Returns on Capital 
Free Cash Flow Yield 

Target EV/EBITDA Multiple 

Enterprise Value 
Net debt 
Equity Value· Generation & Other Non-Utility 

Carbon NPV, $ish 
Generation Retums on Capital2011-2012 
Generation Free Cash Flow Yield 2011-2012 

Source: Goldman 5achs Research estimates. 

$ 

$560 

7.0x 

O.Ox 
-1.5x 
O.Ox 

1.75x 
7.2x 

$4,056 
$1,053 
$3,002 

(2) $ 
3.4% 

19.2% 

$2,434 

7.0x 

-0.3x 
-1.0x 
O.Ox 

1.25x 
7.Dx 

$17,019 
$6.465 

$10,266 

(9) 
5.7% 

11.9% 

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 EVIEBITDA multiple on the non~regulated merchant 
generation or IPP segments, with adjustments for (a) returns of capital, (b) free cash 
flow, (c) exposure to potential carbon regulations, and (d) attractiveness of regional 
markets. 
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Exhibit 25: Multiple expansion benefits Diversified Utilities at both segments 
SoTP valuation methodology 

J ' , - ~ • AEE · AYE ElX' EXC 
oPS 

Targe PE Multiple 
Utility Equity Value per Share 

Average EBITDA on Generation (2011-2012) 
Other 2011-2012 EBITDA 
Total Generation & Other Non-Utility EBITDA 

Baseline EVfEB\TDA Multiple 
Adjustments to Baseline Multiple 

Attractiveness of Regional Markets 
Carbon Exposure 
Returns on Capital 
F~ Cash Flew Yield 

Target EV/EBITDA Multiple 

Enterprise Value -Generation & Other Non-Utility 
Generation & Non-Utility Net Debt 
'Equity Value ·Generation & Other Non-Utlllty 
Current Diluted Share Count 
Equity Value per Share • Generation & Other Non-Utility 

Target Price per Share 
Current Share Price 
Dividend yield 
Total Retum to Target 

Carbon NPV, $/sh 
Generation Returns on Capital2011·2012 
Generation Free Cash Flow Yield 2011-2012 

$2.44 
10.0x 
$24 

$410 
$0 

$410 

7.0x 

-O.Bx 
-1.3x 
-<l.3x 
-0.3x 
4.5x 

$1,835 
$1,682 

$153 
214 

$1 

$25 
$25.74 

6.0% 
3% 

-$2 
2.9% 

-0.8% 

$1.44 
10.0x 
$14 

$690 
$0 

$690 

7.0x 

-1.0x 
-O.Sx 
o.sx 
C.Sx 
6.8x 

$4,675 
$1,795 
$2,880 

170 
$17 

$31 
$26.96 

2.2% 
17% 

-$2 
8.7% 
7.3% 

$3.48 
10.5X 
$36 

$649 
{$30) 

$819 

7.0x 

-0.3x 
0.2X 
O.Ox 
0.0> 
7.0X 

$5,699 
$4,942 

$757 
327 

$2 

$39 
$34.01 

3.8% 
19% 

$1 
3.6% 
1.1% 

$1.08 
10.Sx 
$11 

$3,604 
{$102) 

$3,502 

7.0x 

-O.Sx 
3.7x 
0.3x 
\Hlx 

10.5x 

$36,661 
$3.140 

$33,521 
659 
$51 

$62 
$50.12 

4.2% 
28% 

$20 
8.0% 
0.1% 

CL Buy rated Entergy target price is $101/sh, white Neutral rated Sempra target price is $59/sh 

Source: Goldman Sachs Research estimates. 

We downgrade Regulated Utilities to Neutral, as few bell-weathers 
screen attractively 

With large cap Regulated Utilities screening less attractive than small/mid cap peers, 
we downgrade this sub-sector to Neutral. While Regulated Utilities trade below 
historical levels on Price to Book and on longer term (2012) PIE multiples, multiples on FY2 
screen less attractively. More importantly, upside on average in the sub-sector remains 
tilted toward smaller/mid cap names versus the large cap stocks, driving our sub-sector 
downgrade to Neutral. Dividend yield spreads remain attractive, but few sector-wide 
catalysts exist. 

.flegulated Utilities currently trade near long-term historic average P/E multiples on 
2010 estimates. As shown in Exhibit 27 below, Regulated Utilities currently trade near 
12.0x on FY2 or 2010 estimates, versus long-term average levels closer to 12.5x, only a 
modest discount. We note the long~term average includes trough levels from the high 
inflationary period in the 1970s and the "electricity crash" from 2001-2002, with the mean 
and median on FY2 much higher utilizing ranges from just the last 5-7 years, although 
expected rate base growth currently lags expected levels from 2005-2008 due to cuts in 
capital spending. 
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Exhibit 26: Regulated Utilities currently trade inline 
with the historic average of 1~.2x on FY1 consensus 
estimates 
Jan 1, 1990 ~current 

Source: Factset, Goldman Sachs Research estimates. 

United States: Utilities: Power- Electric Utilities 

Exhibit 27: Regulated Utilities currently trade below the 
historic average of 12.5x on FY2 consensus estimates 
Jan 1, 1990- current 

--~1>1--- ... ~---
Source: Factset, Goldman Sachs Research estimates. 

Regulated Utilities trade slightly below average Price to Book levels and equity issuances 
in 2010 are not a major overhang. As detailed in Exhibit 28 below, Regulated Utilities 
historically traded at ?rice/Book multiples on average near 1 .3-1.4x, with group levels 
currently near 1.2x. Removing the 1970s trough period, the historical Price/Book level 
appears closer to 1.5x-1.8x, implying regulated names trade only slightly below historical 
levels, as outlined in Exhibit 29 below. Since we do not expect significant equity financing 

needs over 2010, with only a handful of companies likely issuing shares versus a broad 
wave of issuances in 2009, Regulated Utilities could close this gap on a Price·to Book basis, 

although many key names already have done so. 

Exhibit 28: Regulated Utilities currently trade below 
historic P/8 average of 1.3x -which includes the trough 
period of the 1970s 
Jan 1, 1975- current 

P41rllio 

a --------------------------------------

~ --------------------------------------

-Fill-~-

Source: Factset. Goldman Sachs Research estimates-

Goldman Sachs Global Investment Research 

Exhibit 29: Companies like GXP and NVE trading below 
book provides opportunities for mean reversion 
Percent premium/(discount) to book value 

fii.D"'-

'"' 

"" ' 

-

'"= 
C% 

-

"" - - -
"" "" "' -

~i-i. - - - - - - .. 
!.II 

·11% -1t% 

NST WEC PCG CNL SCG PGN NU AEP ED EE WR POR DUI< NVE Gl(P 

Source: Factset. Goldman Sachs Research estimates. 
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Relative to treasury yields, regulated names and the broader group appear attractive. 
The Goldman Sachs Global ECS team forecasts lower interest rates over the next 12-

months, with 10-yearTreasury 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 Regu1ated Utilities, lower dividend yields implied 
higher share prices. As detailed in Exhibit 31, the spread between the dividend yield and 

the 10-year yield is at a historic low. versus the long-term average of 0.23. We believe that 

the current spread levels provide a potential for mean reversion, resulting into lower 

dividend yield for the Regulated Utilities and implying upside to share prices. 
-------------------------Exhibit 30: Low 10-year Treasury yields indicate share 
price upside for Regulated Utilities 

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

Yields, 10-year Treasury note and dividends on Regulated 
Utilities 

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

~,j . ~~~\-:HJ}. N-\ 
..... -fill... .. .... 

\r'L,\_ JV --

~~f1 I I 1-00 -, . vv 

.. 
l 
' ! -·· I ' • ' ! 

I 

.. 

:.,. . ---r=-·--L-........ 
00 

Source: Factset, Goldman Sachs Research estimates. Source: Factset, Goldman Sachs Research estit;nates. 

Regulated Utilities screen attractively relative to S&P 500, trading at a 12%-20% 

discount despite stable multi-year average earnings growth. As shown in Exhibit 32 

below, we expect a CAGR EPS growth of approximately 12% through 2012 for Regulated 

Utilities, below the earnings growth for the S&P 500 of 21%. However, the Regulated 

Utilities have a tess volatile earnings growth profile, with a 5% decline in 2009 given the 

weak demand fundamentals in 1H2009, followed by a 11%-12% yearly growth over 2010-

2012. The S&P 500 index currently trades at 14.0/13.2/12.4X on forecasted 2010-2012 
earnings, versus Regulated Utilities at 12.4/11.1/9.9X, implying a 1.0x-1.6x or 12%-20% 
discount for the regulated group, as shown in Exhibit 33 below. However, the S&P 

estimates assume a more normal6%-6.5% growth after 2010, likely conservative given 
economic improvements and therefore potentially overstating the relative valuation of 
Regulated Utilities. 
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Exhibit 32: We expect Regulated Utilities to post 12% 
CAGR growth in EPS ... 

Exhibit 33: ... while Regulated Utilities trade at a 
discount to S&P 500 on P/E muftiples 

Annual forecasted EPS growth, 2009E-2012E PIE of Regulated Utilities and the S&P 500, 2009E-2012E 

U% ----------------------------------

• Regulared E~ Utllitln Valuaflon (G5) OS&P EPS F.,...,_t {Opooratlng) 

Source: Goldman Sachs Research estimates Source: Goldman Sachs Research estimates. 

Given expected improvements in utility demand and broader/improved market views 
overall, we adjust our target prices for Regulated Utilities. We continue to utilize a dual 
approach for valuing Regulated Utilities, a blend of dividend discount model analysis 
(assuming a 9% cost of equity and a 2.5% terminal growth rate) and a PIE multiple on 
projected longer-term 2012 earnings power. We increase our baseline target PIE multiples 
for Regulated Utilities to reflect improving fundamentals for the group. We a\ so app\y a 
differential in target multiples for the two sub-groups: large cap and small/mid cap 
regulated utilities- to reflect the historic premium exhibited by the large cap regulated 
utilities on long~term earnings power. 

• On longer~term earnings power, large cap group trades at a 7%-13% 
premium versus the small/mid cap peers. As shown in Exhibit 34, we 
observe a trading disparity between the two sub groups, with large cap 
regulated utilities trading at a note worthy premium to its small/mid cap 
peers on longer-term earnings power. We expect this pattern to hold 
going forward, and alter our PIE based valuation methodology by 
introducing a 5% differential between the target multiples for the two 
groups. 

Exhibit 34: Yearty comparison of the trading multiples for large cap and small/mid cap 
Regulated Utilities,-on FY3 consensus estimates 
Over years 2005-2009 

b ~~>}. ,;Yepr/ r:j\tr i ')uf9.<teapj;,-'" ;:osmaiUcaJ!': ;: X·l'i1il(di@jl,(%!ifJ 
t::::.-.~-;·r6v~r.20o5~.-· ·14.2x 13.3x 7% 
£~~,~ ·-~01Jer:-200S~~y_~_-:,-- 14.2x 14.1x o% 
f:"-<"4·-:,~2007:';.-d,-J-. 14.6x 13.0x 13% 

-~~5i®tf~'~ ~~~: ~16~ :~ 
Source: Facrset, Goldman 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 1 0.5x for large cap group and 
10.0x small/mid cap group, a 5% valuation differential between the two 
sub-sectors. While we increase the PIE side of our valuation, we maintain 
our DDM model which incorporates a 2.5% terminal growth rate, roughly 

in line with expected long-term GOP growth trends. 

Exhibit 35: We use a blend of P/E on 2012 EPS and DDM, with a discounted target 
multiple for the small/mid group versus large cap Regulated Utilities 
Our price target methodology 

2012PIE __ · 
xso·t~ ... - + 

' ~ . -._:- -. 

10.5x- Large caps 
10.0x-Sma1Vmid capS 

Source: Goldman Sachs Research 

.·. DDM •• 
. xSO% '· 

9.0% cost of equity 
2.5% terminal growth 

= . Price •-
_ Target. 

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

Total Ft.wm to 
DDM c'""" Total Return, Multiple PIE-Based Total Return, 12:-month Target ;t·12~oltth~! 

Tleker Rating 9/28 Close Value Yield ODM Only 2<112 EPS Applied Value PIE Only """ ~!i:":iaiget:J~~ 

~Bect.rn::Power AEP "" $31.13 "' 5.3% "" $3.~ 10.5x "" "" U7 1~"'"'"' ~~j~'lo>.i'~ 
Con50~dat&d Edl50n ED Soli $41.40 '" 5.1% 1% $3.45 10.5x $36 ·"' "' :w;-~-~~ Duke Energy DUK "'""" S15.93 $15 5.8% 2% "" 10.511: '" .. % S1S 
PG&E PeG """" $40.91 '" -4.1% 10% '"" 10.5¥ $<2 "' 

.., ;:(~-:~~j] Proa.:es, Enercv PGN Neulrill $39.60 S43 6.3% 14% $355 10 5x $37 "" "" Large-Ctlp Mean 5 . .4" ,,. ,. 

~~~14~ L.tlrge-Cap Median "" "" '"' M!!ll!!imiii~D 
COO<> CNL """'' S25.10 $26 3J>% 7% $239 10.0x $23.87 ·1% "' BPUOEI~ EE """"' $17.84 $20 0.0% 12% $2.10 10.0x '" 18% $21 4"!··v: ' ·'f..'. 
Great Plains Enefl;'1 GX<' . .., $16.17 "' 4.6% '"' $2.U. '0-~ '" ,.. 

"" '\il~ ~· ''; Nortl'lea$1 utilili&s NU """'' S23.99 "' 4.0% 18% ,.,, 10.0Jc $25 "' "' t'' .. ?2%···~ 
NSTAA NST ... $3209 "'' 4.7% 3% $255 10.0~ $26 -18% "' 

~~~?~ 
""'Energy NVE """"'' $11.59 "' 3.5% ""' $1.41 "' "' 13% '" Portland General PDR """"' $20.07 '" 5.1% 24% S220 10.0x $22 15% $23 
SCANA SCG """" $35.30 '" 5.3% U% S380 1Q.Q,;; $38 "" ... 
w .... , WR """"' $19.60 "' '"' 28% $2.18 10.0x $22 17% S23 
Wlsl:o!lsinETle!IDf_ WEC """" $-45.11 "' 3.0'1> 11% $463 10.0x ... . .. "' Mid & Small-Cap Mean <0% ... "' :!/·{!:·_ .[;' Mid & SmaN-Cap Medi~m .un ,,. 

"" Regulated Utilities M<lan 4.6" "" "' ~~c.:1"""·;· 

ReiJ111ated utilitieS MeQian '·"' ''" '" . .;,:·.::-:-1Z%,J.,;.;, 

Source: GoJdmsn Sachs Research estimates 
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As investors begin to gain visibility on the improving power fundamentals in 2010, we 
believe muhiples will expand for Regulated Utilities and the regulated segments 
within Diversified Utilities. We utilize a dual approach for valuing Regulated Utilities, 
applying a 50% weighting to our dividend discount model analysis (assuming a 9% 
cost of equity and a 2.5% terminal growth rate) and a 50% weighting to PIE multiples 
on projected longer-term 2012 earnings power. We raise our baseline PIE 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 Sell rating 
on Con Edison (ED). AEP trades at a 16%-18% discount on projected 2010-2012 
earnings power and provides an attractive dividend yield. We maintain our 
Conviction Sell rating on Con Edison given (1) relative valuation, (2) a 
projected $400mm equity issuance, which is at the high end of management 
guidance, and which we believe is imminent, and (3) unimpressive earnings 
growth. 

We reiterate our Buy rating on Great Plains Energy (GXP), but remove it from the Conviction Buy list, and 
downgrade Portland General Electric (POR) from Buy to Neutral. We believe GXP trades at a substantial discount 
to peers on LT normalized estimates despite its top quartile earnings growth trajectory. We downgrade POR 
because we remain (1) below consensus estimates on 2010, and (2) see a better a better opportunity in CL Buy­
rated GXP. ' 
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Primary catalysts and key risks 

Catalysts: 

In our view, a series of events, including various regulatory proceedings, a major 
industry conference and 302009 reporting season will drive share prices in the near­
term. 

• A number of rate cases and regulatory proceedings in the next 90-120 days . 
are key to monitor: Multiple companies within our universe- both among 

Regulated and Diversified Utilities- currently face key decision dates or interim 
recommendations on requests for revenue increases in rate case proceedings. 

Large cap names such as Progress Energy (Florida), Duke Energy (Carolinas) and 

Ameren (Missouri) will receive PSC staff recommendations or final orders in key 
rate cases that impact 2010. 

• A major industry conference- the EEl conference- in November will provide 
greater insight into 2010-2011 outlooks. We expect many Regulated and 
Diversified Utilities in our universe to introduce guidance at the Edison Electric 
Institute's (EEl) Conference in early November. Given our 2010 forecasts, we 
anticipate guidance ranges for most companies reporting to be within the range of 
consensus expectations, with only a handful of disappointments or surprises. 

• Third quarter earnings presents a risk, although with EEl approaching, 
investors likely will focus more on 2010-2011: While we .are positioned below 
consensus into the 302009 earnings season, our conversations with investors 
suggest the buy-side is ahead of sell-side estimates in anticipating that weak 
weather and commodity pricing will weigh on the quarter. We believe investors 
are more likely to be focused on long-term earnings potential and growth, and 
should react favorably to management commentary on (1) lower-than-expected 
equity financing needs in 2010, and (2) stabilizing demand fundamentals. 

Exhibit 37: We are below consensus on Q3 2009 after incorporating new gas and demand 
forecasts, however we are increasingly confident investors will1ook through the quarter 

- ' ·-·. EPSGS EPSCons. ..- • 
,.: _ FY2liOaQ3 FYZ009.Q3 ., -- %Dif .• • 

NVF; $0.59 $0.74 -196% 
NST 50.80 $0.83 -2.6% 
PGN $1.11 $1.18 -5.5% 
DUK $0.36 S0.40 -8.3% 
AEP $0.80 $0.86 -6.3% 
POR $0.27 $0.27 1.3% 
NU $0.32 S0.36 -16 9% 
PCG 50.91 $0.92 -1.4% 
CNL $0.75 $0.76 -1.6"/o 
SCG $0.83 $0.79 4.5% 
WEC $0.49 $0.57 -14 6% 
EE $0.52 SO.S8 -10 6% 
GXP $0.68 $0.78 -12.4% 
WR $0.81 $0.91 -106% 
taiiiREI- !!$'#"< __.;_- ·-.;::.-__ ,._, Y);-- $ -.;.- <1 _,,_., -----c '#7.5% ~-!.--J 

AEE 50.89 s1.00 -11 0% 
EIX $1.12 $1.03 6.7% 
EXC $0.92 $0.98 -6.0% 
SRE. $1.17 S1.21 -2.7% 
ETR _ $2.58 S2.55 1.1% 
fAii@Qn·· x @· t -.,i'~ifif~· i:J?ffi¥!! &}¥4!@25@2t'f;.£1i3ti£2J 

EB!TDAGS EBITDACon$ 
- FY 2009 Q3 - .' • FY 2009 Q3 % Dlf. 

NRG $699 $848 -H 5% 
ORA 536 S40 -5.7% 
RRI $133 590 47 3% 
~..-JI!: -;5~ ~h- ·:t!:i ~·t, . ~ ~""-#&·A-..=n~ n st¥a.o-;¢ H\i 

Source: Goldman Sachs Research, Quantum. 
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Risks: 

Primary risks for utilities and power generators include {1) lower than expected power 
demand or power pricing, (2) increased environmental spending, and (3) higher than 
forecast financing needs. 

• Demand risk- Lower-than-expected electricity demand could decrease earnings· 
for regulated segments and weaken overall commodity prices, negatively 

impacting IPPs and Diversified Utilities. 

• Environmental capital risk -Increased requirements for 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 1 H2009, 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 
has significant equity financing needs over 2009/2010 
Net equity issuances among large cap regulated utilities as a 
percentage of market capitalization 

Exhibit 39: Among the mid/small cap regulated utilities, 
there are few with significant equity needs 
Net equity issuances among small/mid cap regulated utilities 
as a percentage of market capitalization 

12% -----------------------------------

'" 
'" ---------------------------W!Io--

-----------------~--

.. ------.,""- . ------------ 3'1o"--

' 
~ 

"' '• 
'i ' ~~ 
)j 

" 

_::::~:: ___ ::::::::::::------
'" -· " -15.1)% -----------------------------------. .., 

" '"' "" ·~ CHI. l!E C"" NU N$T HVE POR SCO WR WEC 

.2009 .2010 .2011-2012 .2009 •2010 •2011-2012 

Source: Goldman Sachs Research estimates . Source: Goldman Sachs Research estimates. 
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Appendices 

United States: Utilities: Power - Electric Utilities 

Appendix A: Sum of the parts valuation for Sempra Energy 

Sempra Energy Sum of the Parts Valuation - ... - _ 
. seQ-m8nt-; MUltiPle'(-.-- ---.-----
Earnings or • Value Per Share 

--------------- ·._-_· ____ ._. -· __ : '='q~IV.i_...._.:...~A .PP.!!~~!~-~-~~_.:__ ___ .:__~~ 
California Utilities 

SDG&E 2012E EPS 
SoCaiGas 2012E EPS 
Total 

Generation 
2011/2012 EBITDA 

Implied EV 
Debt 

Equity' Value 

Pipelines & Storage 
2012 EBITDA Forecast 
Implied EV 
Equity Value 

LNG 
Cameron and Energia Costa Azul 

Commodities 
Book Value. SRE Par ion 

Parent/Other 
Net Debt 

$2.01 
$1.11 
$3.13 

274 
$1,921 
$0 
$1,921 

$549 
$3,569 
$3,569 

$1,600 

$3,179 

10.5x (PIE) $33 

7.0x (EV/EBITDA) 

$8 

6.5x (EV/EBITDA) 

$14 

(DCF) $11 

1.0x (PIB) $6 

($13) 

Total SoP Value ' ~ - ' $59 

Source: Goldman Sachs Research estimates. 
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Appendix 8: One year forward EV/EBITDA multiples are extremely volatile 
1 yr forward EV/EBJTDA multiples of base-load IPPs (NRG, RRI, and MJR) 

20X 

18X 

2X 

ox+-~~----~--r---~--~~~-----r------~----~~ 

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 

'''~'''~'''~'''~''' -Ave"'ge IPP Multlple -Mean - -+1S!Oev · - - -+2S~ - --1 SIDev · · · ·· · -2stDev 

Source: Goldman Sachs Research Estimates, Factset. 

Appendix C: Two year forward EV/EBITDA multiples remain one standard deviation below 
mean 
2 yr forward EVIEBITDA multiples of base-load IPPs (NRG, RRI, and MIR) 

"" 
12X 

2X 

Source: Goldman Sachs Research Estimates, Factset. 
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Appendix 0: Old versus new EPS and EBITDA estimates 

EPS ReviSions - ' • • 2009 ~ •, " 2Qf0: • ' - ' ' ' 2ll11 l!QtZ 

Laroe Cao Reaulated Utilities 

American Elec Power 

Duke Encwgy 
Consolidated Edison 

PG&E 

Mid & Small Cap Regulated Utilities 

Cleco 

El Paso Electric 

Great Plains Energy 

NSTAR 

Northeast Utilities 

Portland General Electric 
SCANA Corporation 
NV Energy 
Wisconsin Energy 
Westar Energy 

Mid & Small Cap Aven~.Qe 

jRegulatad Average 

Piven;ified lltiljtjes 

Am'"'" 
Allegheny Energy 
Edison International 
Entergy 
Exe!on 
Sempra Energy 

· Avera e 

AfP 
DUK 
ED 

PCG 

CNL 

EE 
GXP 

NST 
NU 

POR 
SCG 
NVE 
WEC 
WR 

AEE 
AYE 
EIX 
ETR 
EXC 
SRE 

lndfpomdent Power Producers IlPPs) 
NRG Energy NRG 

Ormat Technologies ORA 
RRI Energy RRI 
Aw,. 

$2.85 

$1.19 
$3.03 

$3.08 

$1.68 

$1.40 

$1.24 

$2.32 

$1.76 

$1.43 
$2.85 
$0.80 
$3.14 
$1.75 

$2.35 
$2.15 

$2.97 
S856 
$4.03 

$4.48 

$1.89 

$1.29 
($0.84) 

$2.70 

$1.11 
$2.99 

$3.08 

$1.64 

$1.34 

$1.17 

$2.33 

$1.68 

$1.45 

$2.85 
$0.69 
$3.05 
$1.45 

$2.21 
$2.15 

$2.92 
$6.50 
$4.02 
$4.46 

SU6 
$1.23 
$0.77) 

-5% 
-7% 

-1% 

0% 

-2% 

-4% 

-'" 
1% 

-4% 
1% 

0% 
-14% 

-3% 

-17% 

-5% 

-4% 

-<% 
0% 

-2% 

-1% 

0% 
0% 

-2% 

-2% 

-4% 
9% 
1% 

$3.09 

$1.17 
$3.22 

$3.45 

$2.14 

$1.34 

$1.56 

$2.25 

$1.69 

$1.66 
$307 
$103 
$3 98 
$1 80 

$2.23 
$2.52 
$3.57 
$6.82 
$3.62 
$4.95 

$2.34 

$1.56 
$0.10 

$299 

$1.17 
$3.21 

$3.45 

$2_14 

$1.28 

$1.54 

$2.29 

$1.85 

$1.6:3 
$2.98 
$0.94 
$4.01 
$1.64 

-3% 

0% 
0% 
0% 

0% 

-4% 
-1% 

"' -2% 

-2% 

-3% 

-9% 
1% 

-9% 
-3% 

$2.12 -5% 
$2.47 -2% 

$3.56 0% 
$6.67 -2% 
$3.58 -1% 

$4.93 0% 

-2% 

$2.34 0% 

$1.27 -18% 
$0.19 103% 

28% 

$3.39 
$1.32 
$3.31 

$3.81 

$2.29 

$1.52 

$2.01 

$2.49 

$2.02 

$2.21 
$3.35 
$1.24 
$4.55 
$1.79 

$2.65 
$3.78 
$3.91 
$8.07 
$4.11 

$554 

$2.31 

$1.49 
$0.53 

$3 33 

$1 30 
$331 

$381 

$227 

$1.47 

$201 

$2 50 

$2 00 
$221 
$335 
$1.12 
$4.13 
$1 57 

-2% 
-2% 
0% 
0% 

·1% 

-3% 

0% 
1% 

-1% 

0% 
0% 

-10% 
·9% 

-13% 
-4% 

·3% 

$2 50 ·5%. 
$3 57 ~6% 

$364 -2% 

$795 -1% 
$4.11 0% 

$555 0% 

-2% 

$225 -3% 

$1 25 ~16% 

$0 64 21% 
1% 

$3.47 

$1.34 
$3.45 

$4.02 

$2.38 

$2.10 

$2.13 

$2.53 

$2.52 

$2.20 
$3.82 
$142 

$4.60 
$2.36 

$2.72 
$2.64 

$3.45 
$8.35 
$3.10 
$5.60 

$2.11 

$1.77 
$0.05 

$3.45 

$1.34 
$3.45 

$4.02 

$2.39 

$2.10 

$2.13 

$2.55 

$2.51 

$2.20 

$3.EO 
$1.41 
$4.63 
$2.18 

$2.60 
$2.42 
$3.33 
$8.21 
$3.04 
$5.61 

$2.05 

$1.35 
$0.21 

EBITDARevfsions ~ • ~-- 2009" _. 20.1a ~ - 2011 · 2012 •• 

-1% 

0% 
0% 
0% 

0% 
0% 
0% 
1% 

-1% 

0% 
-1% 

0% 
1% 

-8% 
-1% 

-4% 
-8% 

. ..J% 
-2% 
-2% 

0% 
-3% 

-3% 

-24% 
NA 

-13% 

IPPs licker Old New %- Old New %. Old New %- Old New % 

NRG Energy 
Onnat Technologies 
RRf Energy 
Avera a 

NRG 
ORA 
RRI 

$2,482 $2,448 
$151 $148 

$98 $141 

-1% 

-2% 

44% 
14% 

$2,620 $2,620 
$197 $180 
$513 $567 

0% 
-9% 
10% 

1% 

$2,534 $2,513 
$263 $246 - .... 

Source: Goldman Sachs Research Estimates. Factset; EBITDA estimates are Adjusted EBITDA. nor GAAP EBITDA 

Goldman Sachs Global \n'llestment Research 

·1% .... 
10% 

1% 

$2,377 $2,355 
$297 $272 
$386 $455 

-1% 

-8% 

18% 
3% 
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I Appendix E: Old versus new price targets 

I 
y '.o.. < .,,_,~ • ~- ~ OldPrice NewPrice 
~:,'·:;: ,- ,· ~ ' .... •·\ ,_~ Ticker ----·.Ta~·-. TarQet· 

Large Cap Regulated 

I 
American Elec Power • AEP $34 $37 

Duke Energy DUK $14 $15 

Consolidated Edison ED $35 $38 

PG&E PCG $40 $43 

I Progress Energy PGN $36 $40 

Small/ Mid Cap Regulated 

I Cleco CNL $24 $25 

El Paso Electric EE $19 $21 

Great Plains Energy GXP $21 $22 

Northeast Utilities NU $25 $26 

I NSTAR NST $27 $29 

NV Energy NVE $13 $14 

Portland General Electric POR $22 $23 

I 
SCANA Corporation SCG $38 $40 

Westar Energy WR $23 $23 

Wisconsin Energy WEC $45 $48 

I 
Diversified Utilities 

Ameren AEE $23 $25 

Allegheny Energy AYE $30 $31 

I 
Edison International EIX $33 $39 

Entergy ETR $93 $101 

Exelon EXC $60 $62 

Sempra Energy SRE $54 $59 

I IPPs 

NRG Energy NRG $32 $37 

I 
Ormat Technologies ORA $43 $41 

RRI Energy RRI $6 $9 

Source: Goldman Sachs Research estimates, Facrser. 

I 
I 
I 
I 
I 

I 

[I 
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Appendix F: National and regional weather-adjusted demand YoY weather a headwind in 3009, but benefit in 
4009/1010 

DemandH:lrecasts , ." • • - • ' • ' ' ' -
-31l2009 . ~ . 402009 . ",1Q2010 .; 2Q2010. ~302010>-. --4Q2010 t'-7r.\2010-

.!4~tio~al W~r: Adjus~ _.._ 

Nati~~al ~t;an;Weatner ~just_ed_ 

Mountain 

PaCifiC 

Middle Atlantic 

E. N. Central 

W N. Central 
New England 

E;;st South Centra~ 
South Atlantic 

West South Central 

NVE 

POR 

EXC" 

EXC' AEP" DUK" WEC 

AEE GXP VI/R 

NST NU 

ETR" 

DUK' PGN SCG 

ETR• AEP" CNL EE 

• OPERATES IN MULTIPLE EIAJURISDICTlONS 

-2.9%.'" -2.2% 

-2.7% -2.4~ 

-4.7% 

-1.9% 

-3.0% 

-4.9% 

-4.3% 

-3.2% 

-3.4% 

-2.2% 

-0.2% 

-1.8% 

-2.4% 

·2.3% 

-3.3% 

-2.6% 

-2.5% 

-2.3% 

-1.4% 

-1.4% 

0.5% 

-0.5% 

-1.4% 

-1.3% 

-0.9% 

-2.2% 

0.71% 
-0.3% 

0.4% 

___ o.oy. .,, 
1.3% 

1.6% 

1.7% 
1.2% 

0.0% 

1.2% 

-3.01% 

-2.1% 

-3.2% 

NOTE· ASSUME HIGHER LONG-TERM GROWTH RATES FOREE ANO NVE GIVEN CUSTOMER GROWTH IN JURISDICTIONS 

Source: GS Research Est1fnares. Facrset. 

08%. 

~8%. 

0.8% 

0.8% 

0.8% 

0.8% 

0.8% 

0.8% 

0.85% 

0.8% 

0.9% 

Appendix G: AEP and GXP screen as Buys, while NST and EO screen as Sells 
Target price and EPS summary 

- • TargetPnce-andEPSSUI1"lTrl3fy -• 

1.~ 

-1.3% 

1.3% 

1.3% 

1.3% 

1.3% 

1.3% 

1.3% 

1.28% 

1.3% 

1.3% 

0.4!!._. 

_0.4% 

1.0% 

0.8% 

0.6% 

0.5% 

0.3% 

0.3% 

0.0% 

-0.1% 

.Q.1% 

!_.5% 1.7r-. 
1.~ 1.7% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.5% 

1.7% 

1.7% 
1.7% 

1.7% 

1.7% 

1.7% 

1.7% 

1.7% 

1.7% 

f~~:=,..~=-·"··_,_~--~~~~-~:::.-,:";:;:=~~~~~~j-~-:_~;~_~;;_~~~~~~~~:.1~·~;;~-~:~n:_ 
Reaulated Utilities 

~~---
American Elee P-r 
Duke Energy 
Consolidatlad Edison 
PG&E 

_,.,~==:::;..,;,===.;..,;= $31.13 ~ 

"' "' 

. ==~==--: ,_ : --:;-------~----;....,_ ;_-~•--"r, - ::-;:,....=.=:-~:e:.:_--=l._.. . -:._:~ . 
24% S2.70 $2.99 S3.33 S3.45 11.5>< 10.4x 9.3x S.Ox 5.3% 

Progress Ene!!J't 
Large-Cap Mean 
Large-Cap Median 

DUK Neutral $15.93 
EO hU $41.t.a 

PCG Neutral $40.91 
PGN Neutral S39.6C 

"' '" '" 

0% $1.11 S1.17 $1.30 $1.34 14cb 13.7>< 12.3:< 11.9x 5.8% 
-l'Yt. $2..99 ~-'-' S3.~1 ~.45 13.e.,. 12.9'11 12..Sx U.llx i. S.1"4 
9% $3.08 $3.45 $3.81 $4.02 13.3x 11.8x 10.7x 10.2x· • 4.1% 

$2.88 $2.99 $3.55 13.7x 13.2>< 11.9x 11.2x 6.3% 
13.3x 12.4x 11.4x 10.8x 5.4% 
13.7x 12.9x 11.9x 11..2x, -- 5,_7!> 

C~~ci&S~i'i:fip~ -~---·;~··,....---~~o. ~· --_ ·--:-----·~~---. ---.-- --- ---·--,__.,...._. --.. --,~=-- :------:-- ~, ...:::..=:::.:.=.:=-:: --:·cc-
c~eco CNL Neutral $25.10 S25 :1% $1.64 $2.14 $2.27 $2.39 15.3x 11.7x 11.0x 10.5x:_ ._3.e% 
ElPasoEieetric: EE Neutral $17.84 $21 18% $1.3-4 $1.28 $1.47 S2.10 13.3x 13.9>: 12.1x 8.5x i 0.0% 
Great Plains Enolrgy 
NSTAR 

Northast Utilities 
NVE,.rgy 
Portland Genel'illl Electrit 
SCANA Corporation 
Wisconsin Energy 
Westar Eneray 
Small/ Mid Cap Me8n 

., 
NST 

NU 

NV' •o• 
•cc 
WEC 

WR 

Buy $18.17 $22 26% $1.17 $1.54 $2.01 $2.13 1S.5x 11.Bx 9.0x 8.5x: 4.8% 
SeU $32,09 $29 ..S% $2.33 $2.29 S2.50 $2.55 13.7x 14.0x 12.Bx 12.6x-:- 4.7%" 

Neutral $23.99 $26 12% $1.88 $1.85 $2.00 
Neutral $11.59 $14 24% $0.89 $0.94 $1.12 
Nc!utral $20.07 $23 20% $1.45 $1.63 S2.21 
Neutral $35.30 $40 19% $2.85 $2.98 $3.35 
Neutral $45.11 $48 !1% $3.05 $4.01 $4.13 
Neutral $19110 $23 23% $U5 $1.64 $1.57 , .. ,.. 

·- 12% :,~ .... , ·~-

$2.51 
$1.41 
$2.20 
$3.80 
$4.83 
$2.18 

14.2x 13.0x 12.0x 9.8x "_b., " 4.0% 
16.8x 12.3x 10.3x 6.2x . -·3.5% 
13.9x 12.3x 9.b 9.tx'" 5.1% 
12.4x 11.8x 10.5x 9.3x. .5.3% 
14.8x 11.2x 10.9x 11.7x . 3.0% 
13.5x 12.0~ 12.5x 9.0x. 6.0% 
14.3x 12.4x 11.Cb: 9.5x- 4.0'!1. 
13.8x 12.0x 11.0x 9.2x 4.3'!1. Small I Mid Cap Median 

-R~edLitiii!ieSMean· ~---- · 
·~~--U~-Medlall .... •- · - ·"''""''·· _._ ;~:;.-i-:.:-._,_.-- ·12% --~ 

· ,- ..:-'14.ox:·-::-,2.4x ---;,,·ux --s.ax 4.5% 

--;-,- 13.8X-. L!2.3x._:: _J1.0x: ).~ ~· •. c.~-1% 

Note: ED is on the Conviction List 
SourCe: Goldman Sachs Research Estimates. Factset. 

.,.;1 
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Appendix H: We reiterate Buy ratings on ETR and EXC, while upgrading RRI 
target price and eps summary 

-~ •• - - • ~ ; r ' PIEMultip:lesSwnmary , ~1 _ • • • 

Close Price Tot Ret 
.. .. 'EStimates 

. ·;-. 
PIE Muttiet;,s 

,___t.~_:.._-__ ._._._· __ · _. _. ___ tj_e_ker" __ ~~~g..:_.~~~!L.., ,_!_arget _, -~ T~!flet~._ 200s_;...._.:.__2o_1o _ _,_ __ .20J.L.~:__2Q.1~-= ~: 2Q!l_9 __ _:~20..1fl.-.C:.20jj~ ~~~H-. 

N~ral Gas Price Forecast ($/MMBb.J) $425 $5.50 $7.00 $6.~ 

Diversified utjljties 
Ameren AEE Sell $25.74 $25 3% $2 21 $2.12 $2 50 $2.60 11.7:>~ 122> 10.~ 9.9x 
Alleghany Energy AYE 

._, 
$26.96 $31 17% $2.15 $2.47 $3 57 $2.42 12 Sx 109x 7.6x 11.1X 

Edison International EIX Neutral $34.01 $39 19% $292 $358 ""' $3.33 11 6x ,,, 6.9> 10.2J< 
Entergy ErR ""' $79.64 $101 31% $650 $667 $7 95 $8.21 12 3x , .. 10.Cb 9.7x 
Exeton EXC ""' $50.12 $62 26% $402 $3 58 $4.11 $3.04 12 Sx 140. 12.2x 16.5x 

SemeraEne~ SRE Nelltral $50.17 $59 20% $4.46 $4.93 $5 55 $5.61 ""' 10.2x 9.0. 8.9:>: 
Dive~ified Utilities Mean 20% 12.0x: 11.5x 9.7x 11.1x 
Diver.;ifieO Utilities Median 19% 12.0x 11.4x 9.5x 10.0x 

!ef.:! 
NRG EnefVY NRG ""' $27.20 $37 36% $106 $234 $2 25 $2.05 14.7x 11 6x 12.1x 13.3x 

RRl En!!ll:z: .. , Bu:z: S6.98 $9 29% {$0.rz2 $0.19 $064 $0.21 NA '"' 10.9x 33.1x 

Special Situation and IPP Median 22% 24.0ll: 26.6x _18.6x 25.6x 
Special Situation and IPP Mean 29% 24.0x ,, 12.b 30.5x 

Note: ETA and RRI are on the Conviction List 
Source: Goldman Sachs Research estimates. Facrset. 

Appendix 1: Action Off: Americas Buy List- Portland General 

Since being added to Americas Buy List on August 17,2009 POR is up 5.7% versus the XLU up 2.8% and the S&PSOO up 8.5%. In the 
last 12 months, POR is down 17.5% versus the S&PSOO down 12.4%. 

--~- .. ~- -
~~~~~!f!~i:t¥-~'~...-.~R-~' .. -:;--~;C~_fuP~ ~ -:_ =,~!.:.~~:=.)o.:.~~= -,-_- -:-:.!:~~~-.n;;:-·_,··:- ~.i%_=_..,_ ~ '1s_-:~- -~!_:s._% 
AGLResoumeslnc AGL TheodoreOurtlin S 35.1J8 3.3% 11.2% 30.5% lUI% 
A.llegt'!eoy Ene<VY. Inc AYE Michael Lapides • 27.01 9.3% 4.0% 15.4'!1. ·29.4% 

A.meren COrp. AEE Michael Lapides s 25.74 ·1.3% 4.9% 10.4% -35.9% 
American E~ctnc Power AE' Michael Lapides s 31.18 0.9% 9.0% 18.7% -16.1% 
Mmos Energy Corp. ATO Theodore Durbin s 26.31 2.8% 12.8% 19.9% 3.1% 
Clec;o Corp. CNC Michael Lapides s 25.14 3.8% 15.3% 12.7% ·1.5% 
Consolidated Edison. Inc ED Michael Lapides 41.41 5.2% 11.8% 7.9% -5.2% 
Ouke Energy Corporation OUK Michael Lapides 15.64 4.4% 10.6% 11.5% -11.6% 
Edison International ·~ Michael LaPides 3<4.07 7.5% 8.9% 17.7"!., -15.0% 
El Paso Electric Co. •• Mic:Mel Lapides 17.~ 13.3% 25.5% 29.7% -18.8% 
Entergy COrp. ""' Michael Lapides s 79.80 2.1% 4.4% 17.4% -11.9% 
Exelon Corp EXC Michael Lapides ' "'" 1.9% ..0.9% 9.8% -25.2% 
Great Plains Energy Inc. GX' Michael Lapides s 18.17 4.9% 17.8% 32.1% -1Q.1% 
Nor11least Lllilities NU Michael Lapides • 24.02 1.7% 8.6% 11J.7% -7.3% 
NRG Energy Inc. NRG MIChael Lapides • 27.15 -2.0% 14.1% 54.3% 2.8% 
NSTAR N" Mkhael Lapides • 32.11 1.0% 1.7% 2.3% -8.3% 
NV Energy, tnc. """ Michael Lapides • 11.60 ·1.7% 7.7% 21.0% 14.7% 
Onnat Technologies, Inc. ORA Michael Lapides ' 41.18 12.4% 4.5% 48.3% ..0.9% 
PG&E COrporation <'CG Michael Lapides • 40.9EI 2.5% 7.9% 5.6% 6.6% 
Progress Energy Inc. 'GN Michael Lapides s 39.56 1.3% 5.0% 10.0% -9.6% 
RRI Energy, Inc. RRI Michael Lapides • 7.00 26.6% 542% 105.9% -42.7% 
SCANA COrp. SCG Michael Lap;des • 35.32 5.2% 10.0% 14.2% -13.0% 
Sempra Energy SRE Michael Lapides s 50.24 ..0.2% 0.9% 12.2% -5.5% 
West<ar Energy lne WR Michael Lapides s 19.62 ·3.3% 6.5% 12.1% -11.7% 
WGL Holdings, Inc. WGC Theodore Durbin s 33.60 1.7% 4.3% 1.2% 0.9% 
Wis..onsin Energy Corp WEC Michael Lapides 45.16 0.9% 11.0% 10.5% -1.2% 

S&P 500 1062.91 U% 15.7% 30.3% -12.4% 
Index J!!rfoonano;a in stock enc:e c:urrenc:;r: 1062.91 1.5% 15.7% 30.3% -12.4% 

Note: Prices as of most recent avadable close. which could vary from the price date indicated above 
This table sha.vs movement In abso!ute share price and not total shareholder retum. Results presented should not and cannot be viewed as an indicator of future performance. 

Source: Factset. Quantum database. 
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Appendix J: Action Off: Americas Conviction Buy List- Great Plains Energy 

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

~ro·:~::·<- .-.~~<f,~;-~tf:e:.~~~~~t-~~;~:'~,;:·f~~::d~~--~~~=;;~=-~:\·!:!:=·u= 
--&.UIII--Group -

Gniit Pl .. as E.tetri •:c.:-..:: --:= cxP.:.: .... :::;_;;.:: .. ~ uip~c~.S:r'---_-. ~ ,:.._ s =-==-::I·".:" 1a,:n::;: ~ . .:: .. :.::.:.:: .. u"-.. :.-::::_:: _u .~~:::_ -.:::.. 31.1'4 :;-=:::~r.,_._,,.,-
"GL Rnourcas 1.-.:: AGL TIMo<loroo 0...-t>on $ 35.08 3.3~ 11.~ 30.~ 8."' 
AUeghonyE,.r;y,lroc AYE ~~• $ V.01 9.3% ~O'IIo 1~4'10 -294% 
.o.m."'n Corp "EE ~•lt.apldo• S 25 u -1.3% 4 9% 10 4% -35 9'!1. 
...,_nconEI-">-t AEP r.IOoho•ILapdos 3116 0.9~ 90.. 18.7'11o ·18.1% 
Aa.-EroorgyCorp ATO Tllo<>dor.Duot.n 2631 2.6~ 12.8'16 19.~ 31'16 
ClecoCorp CNL Michoooll"'P!Ooo 2514 3.8'Mo 153% 12.7'11o ·1.~'10 

ean.,lillllbldEa.an.lnc: EO -ollap<d.,. 4141 ~.2% 11.~ 7.9'!1. ~-2"' 
OuQEnorgyC_....,l>On OUK Mic~ollapid.,. 15~ 4.4'16 10.~ 11.5% ·11.6'10 
Ed.8on lntemoi>Onal EIX Moc~ol Lap1doo 3-1.07 7.5'10 8 9'!1. 17.7'11o -150% 
EIP .. oEI.ctncCo EE 297'11o ·18B'!fo Mlc:hllollapodoo 17.8-t 13.3'!1, 25.5'11o 
Em.'llyCorp ElR 17.4'Mo -11.9'11. Mi<:hllellapideo 79.90 2.1% 4.4'10 
E>oo1on Corp IO)(C 9 8'10 -25 2% Moehllollopodo<; 00.~ 1.9'!1, <K 
N-Uiiliboo Nl) 10 7'llo ·1."3'!1> l.lichllollapodoo 2402 1.7% ... 
NRG Energy Inc: NFIG 5<1 3% 2 B'IO Yicl>aollapodoo 27.15 -2~ 141% 
NSTAR N$T 2.3'11> -6.3% Moehoollapod .. ~" '~ '.N 
tlVEnergy.l,., NVE 21.~ 147'11o -ollapod .. 11.60 -1.7'11o '~ 
Om.tT-nno~.lnc Qf!A 48.3% ..0.9% Mehullapidoo 41.18 12.4'11o 4.5'10 
PG&E Corponouon PCG 5.6% 8 B'llo -oell.ap- ~-~ ,~ '" Pon!ond General E'-<:tne Co POR 16.9% -17.5'11> -•ILopodoo ~-~ '" 2.4'11> 
Progr.a Enetgy Inc. PGN 10.0% ..g ~ tJic:lloel Lapodoo ~-00 1.3'10 ·~ RRI E""rgy. 1ne. Rill 105.9'11o -42.7'11o MocloMIL ... odoo ,_00 ~-~ ~-~ 
SCANACorp SCG 14.2'11> -13.0'10 t.ktlull~o ~.n ,,. 10.0% 
Sempa Energy SitE 12.2'11o -5.5% Mchlloi La;>odoo ro.24 .,. 0.9'!1, 
~,E.,.F!IYmo. WR 12.1% ·17.7% l<knaol Lap!doo 19.62 ·~ 

8.5% 

WGL Hokllngs. Inc WGL 1.2'11> 0 9% l"Modor. O'""n ""' '" 4.3'10 
w,_,_., Enorgy Corp WEC 10.5% ·1.2'11o Michllollapodoo ~.16 '" 11.0'11o 

U.PIOB IH;Lta 
Indo• eerf<><"r<laMo In oroet !l!!•:o cu ... ncy 1DS2.11 
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Appendix K: We observed significant efficiency gains by the industrial customer class 
electricity usage by customer, indexed to 1990 levels 

Energy Efficiency Bv Customer Class: MWh per Customer Indexed to 1990 Levels 
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Appendix L: Valuation Methodology and Risks 
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RegAC 

I, Michael Lapides. hereby certify that all of the views expressed in this report accurately reflect my personal views about the subject company or 
companies and its or their securities. I also 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 a security by comparing key attributes of that security to its peer group and 
market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites 
of several methodologies to determine the stocks percentile ranking within the region's coverage universe. 

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

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA. Revenue. Ratum 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. PIE, dividend 
yield, EVIFCF, EV!EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends. 

Quantum 

Quantum 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 compari$ons between companies in different sectors and markets. 

Disclosures 

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

Compendium-report: please see disclosures at http://www.gs.com/researchlhedge.html. 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.comlresearchlhedge.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 Investment Research global coverage universe 

Rating Distribution Investment Banking Relationships 

Buy Hold Sell Buy Hold Sell 

Global 30% I 51% I 19% 54% I 52% I 44% 
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 SSIIs on various regional Investment Lists; stocks not so assigned are deemed 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://www.gs.comlresearchlhedge.html. 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-specific 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 securities, market making and/or specialist role. Goldman Sachs usually makes a 
market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities. 

The following are additional required disclosures: Ownership end material conflicts of Interest: Goldman Sachs policy prohibits its analysts, 
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage. 
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Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst 
as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their liouseholds from serving as 
an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. analysts 
may not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to NASD Rule 271 1/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 periods, 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 http:/lwww.gs.com/researchlhedge.html. 

Additional disclosures required under the laws and regulations 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 to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. Canada: Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for, this research in Canada if and to the 
extent it relates 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 
to in this research may be obtained on request from Goldman Sachs {Asia) L.LC. India: Further information on the subject company or companies 
referred to in this research 'may be obtained from Goldman Sachs (India) Securities Private limited; Japan: See below. Korea: Further information 
on the subject company or companies referred 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 legislation, but are information and analysis not 
having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity. 
Singapora: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) 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 risk. Investment results are the responsibility 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 ofthe Financial SeTVices Authority, should read this 
research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that 
have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, 
are available from Goldman Sachs International qn request. 

European U~ion: Disclosure information in relation to Article 4 (1) {d) and Article 6 (2) of the European Commission Directive 20031126/EC is 
available at http:/lwvvw.gs.com/client_seTVices/global_investment_research/europeanpolicy.html 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 Bureau (Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and 
Financial Futures Association of Japan (FFAJ). Sales and purchase of equities are subject to commission pre-determined with 
clients plus consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the 
Japanese Securities Dealers Association or the Japanese Securities Finance Company. 

Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 
or Sell on an Investment List is determined 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 Ust is deemed 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 particular coverage 
group may vary as determined by the regional Investment Review Committee. 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. 

Retum potential 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 horizon 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://www.gs.com/research/hedge.html. The analyst assigns one of the following coverage vi81NS which represents the analyst's investment outlook 
on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive {A). The investment outlook over the following 12 
months is favorable relative to the coverage group's historical fundamentals 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 (NRJ. The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an 
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). Goldman 
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for 
determining 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. Coverage Suspended {CS). Goldman Sachs has suspended coverage of this company. Not Covered INC}. Goldman Sachs does 
not cover this company. Not Available or Not Applicable{NAJ. The information is not available for display or is not applicable. Not Meaningful 
(NM). The information is not meaningful and is therefore excluded. 

Global product; distributing entities 

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant 
to 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, commodities and portfolio strategy. This research is disseminated in 
Australia by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 897) on behalf of Goldman 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 (Asia) LLC.; in India by Goldman Sachs 
(India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in 
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New Zealand by Goldman Sachs JBWere (NZ) Limited on behalf of Goldman Sachs; in Russia by 000 Goldman Sachs; in Singapore by Goldman 
Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States of America by Goldman, Sachs & Co. Goldman Sachs 
International has approved this research in connection with its distribution in the United Kingdom and European Union. 

EurOpean Union: Goldman Sachs International, authorized and regulated by the Financial Services Authority, has approved this research in 
connection with its distribution in the European Union and United Kingdom; Goldman, Sachs & Co. oHG, regulated by the Bundesanstalt fur 
Enanzdienstleistungsalitsicht, may also distribute research in Germany. 

General disclosures 

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 reliable, but we do nat represent it is accurate or complete, and it should nat be relied on as such. We seek. to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large 
majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Goldman Sachs conducts a global 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 
o·1vision. SIPC: Goldman, Sachs & Co., the United States broker dealer, is a member of SlPC (http:/tv.ww.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 
proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views 
expressed in this research. 

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

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

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all 
investors. Investors should review current options disclosure documents which are ;lvailable from Goldman Sachs sales representatives or at 
http://www.theocc.com/publicationslrisks/riskchap1.jsp. Transactions cost may be significant in option strategies calling for multiple purchase and 
sales of options such as spreads. Supporting documentation will be supplied upon request. 

Our research is disseminated primarily electronically, and. in some cases. in printed form. Electronic research is simultaneously available to all 
clients. 

Disclosure information is also available at http:/lwww.gs.com/research/hedge.html or from Research Compliance, One New York Plaza, New York, 
NY 10004. 

Copyright 2009 The Goldman Sachs Group, Inc. 

No part of this material may be (i) copied. photocopied or duplicated in any fonn by any means or (ii) redistributed without the prior 
written consent of The Goldman Sachs Group, Inc. 
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l FOC S 
January 7, 2011 

(Revised February 1, 2011) 

MAJOR RATE CASE DECISIONS--CALENDAR 2010 

The average return on equity (ROE) authorized electric utilities in 2010 approximated 10.3% 
compared to 10.5% in 2009. There were 59 electric ROE determinations in 2010, up substantially from 39 
in 2009. The average ROE authorized 9£2 utilities approximated 10.1% in 2010, compared to 10.2% in 
2009. There were 37 gas cases that included an ROE determination in 2010, and 29 in 2009. Not included 
in these averages is a Sept. 16, 2010, New York Public Service Commission decision authorizing 
Consolidated Edison of New York's steam operations a 9.6% ROE. We note that this report utilizes the 
simple mean for the return averages. 

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

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

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

(Text continued on page 4.) 
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I 
Average Equity Returns Authorized January 1990 ~ December 2010 

Electric Utilities Gas Utilities 

Year Period ROE% ~#Cases) ROE% (#Cases~ 

I 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) 

I 
1993 Full Year 11.41 (32) 11.35 (45) 

1994 Full Year 11.34 (31) 11.35 (28) 

1995 Full Year 11.55 (33) 11.43 (16) 

1996 Full Year 11.39 (22) 11.19 (20) 

I 1997 Full Year 11.40 (11) 11.29 (13) 

1998 Full Year 11.66 (10) 11.51 (10) 

1999 Full Year 10.77 (20) 10.66 (9) 

2000 Full Year 11.43 (12) 11.39 (12) 

I 2001 Full Year 11.09 (18) 10.95 (7) 

2002 Full Year 11.16 (22) 11.03 (21) 

2003 Full Year 10.97 (22) 10.99 (25) 

I 1st Quarter 11.00 (3) 11.10 (4) 

2nd Quarter 10.54 (6) 10.25 (2) 

3rd Quarter 10.33 (2) 10.37 (8) 

I 4th Quarter 10.91 (8) 10.66 (6) 

2004 Full Year 10.75 (19) 10.59 (20) 

1st Quarter 10.51 (7) 10.65 (2) 

I 2nd Quarter 10.05 (7) 10.54 (5) 

3rd Quartef 10.84 (4) 10.47 (5) 

4th Quarter 10.75 (11) 10.40 (14) 

I 
2005 Full Year 10.54 (29) 10.46 (26) 

1st Quarter 10.38 (3) 10.63 (6) 

2nd Quarter 10.68 (6) 10.50 (2) 

I 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) 

I 1st Quarter 10.27 (8) 10.44 (10) 

2nd Quarter 10.27 (11) 10.12 (4) 

3rd Quarter 10.02 ( 4) 10.03 (8) 

I 4th Quarter 10.56 (16) 10.27 (15) 

2007 Full Year 10.36 (39) 10.24 (37) 

1st Quart.er 10.45 (10) 10.38 (7) 

I 2nd Quarter 10.57 (8) 10.17 (3) 

3rd Quarter 10.47 (11) 10.49 (7) 

4th Quarter 10.33 (8) 10.34 (13) 

I 
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) 

I 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) 

I 1st Quarter 10.66 (17) 10.24 (9) 

2nd Quarter 10.08 (14) 9.99 (11) 

3rd Quarter 10.26 (11) 9.93 (4) 

I 4th Quarter 10.30 (17) 10.09 (12) 

2010 Full Year 10.34 (59) 10.08 (37) 
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1997 

1998 
1999 
2000 

2001 
2002 

2003 

2004 
2005 

2006 

2007 

2008 

2009 

2010 

1997 

1998 

1999 

2000 

2001 

2002 

2003 
2004 

2005 
2006 
2007 
2008 

2009 

2010 

-Full Year 

Full Year 

Full Year 
Full Year 

Full Year 

Full Year 

Full Year 
Full Year 

Full Year 

Full Year 

Full Year 

Full Year 

1st Quarter 

2nd Quarter 

3rd Quarter 

4th Quarter 
Full Year 

1st Quarter 

2nd Quarter 

3rd Quarter 

4th Quarter 

Full Year 

Period 

Full Year 

Full Year 

Full Year 
Full Year 

Full Year 

Full Year 

Full Year 

Full Year 

Full Year 

Full Year 

Full Year 

Full Year 

1st Quarter 

2nd Quarter 
3rd Quarter 

4th Quarter 
Full Year 

1st Quarter 

2nd Quarter 

3rd Quarter 

4th Quarter 

Full Year 

fi!ertdc Utilitjgs--Symmarv Table* 

.BJ2B..!LR (# Cases) 

9.16 (12) 

9.44 (9) 

8.81 (18) 

9.20 (12) 

8.93 (15) 

8.72 (20) 

8.86 (20) 

8.44 (18) 

8.30 (26) 

8.24 (24) 

8.22 (38) 

8.25 (35) 

8.19 (8) 

8.05 (9) 

8.48 (3) 

8.30 (18) 

8.23 (38) 

7.95 

7.95 

8.16 

7.95 

7.99 

(17) 

(15) 

(12) 

(15) 

(59) 

~(#Cases> 

11.40 (11) 

11.66 (10) 

10.77 (20) 

11.43 {12) 

11.09 (18) 

11.16 (22) 

10.97 (22) 

10.75 (19) 

10.54 (29) 

10.36 (26) 

10.36 (39) 

10.46 (37) 

10.29 (9) 

10.55 (10) 

10.46 (3) 

10.54 (17) 

10.48 (39) 

10.66 (17) 

10.08 (14) 

10.26 (11) 

10.30 (17) 

10.34 (59) 

Eq. as Ofo 
CaD Stnn;. (# Ca:;gsl 

48.79 (11) 

46.14 (8) 

45.08 (17) 

48.85 (12) 

47.20 (13) 

46.27 {19) 

49.41 (19) 

46.84 (17) 

46.73 (27) 

48.67 (23) 

48.01 (37) 

48.41 (33) 

48.52 (B) 

47.66 (9) 

47.20 (3) 

49.41 (17) 

48.61 (37) 

48.36 

47.07 

49.52 

49.00 

48.45 

(16) 

(13) 

(11) 

(14) 

(54) 

Gas'Utilitle$~-S••mmarv Table* 

Eq. as% 

~<#Cases> .B.Q.&,!& l # Ca:;esl Cap Struc. C# Cases> 

9.13 (13) 11.29 (13) 47.78 (11) 

9.46 (10) 11.51 (10) 49.50 (10) 

8.86 (9) 10.66 (9) 49.06 (9) 

9.33 (13) 11.39 (12) 48.59 (12} 

8.51 (6) 10.95 (7) 43.96 (5) 

8.80 (20) 11.03 (21) 48.29 (18) 

8.75 (22) 10.99 (25) 49.93 (22) 

8.34 (21) 10.59 (20) 45.90 (20) 

8.25 (29) 10.46 (26) 48.66 (24) 

8.51 (16) 10.43 (16) 47.43 (16) 

8.12 (32) 10.24 (37) 48.37 (30) 

8.48 (30) 10.37 (30) 50.47 (30) 

8.11 (5) 10.24 (4) 44.97 (4) 

8.05 (7) 10.11 (8) 48.84 (7) 

8.30 (2) 9.88 (2) 51.00 (2) 

8.19 (14) 10.27 (15) 49.35 (15) 

8.15 (28) 10.19 (29) 48.72 (28) 

8.20 (10) 10.24 (9) 50.27 (9) 

7.80 (11) 9.99 (11) 46.31 (11) 

8.13 (4) 9.93 (4) 49.00 (4) 

7.84 (13) 10.09 . (13) 49.11 (14) 

7.95 (38) 10.08 (37) 48.56 (38) 

"' Number of observations in each period indicated in parentheses. 

Amt. 
.l1ii!:. C# Cases) 

-553.3 (33) 

-429.3 (31) 

-1,683.8 (30) 

-291.4 (34) 

14.2 (21) 

-475.4 (24) 

313.8 (12) 

1,091.5 (30) 

1,373.7 (36) 

1,465.0 (42) 

1.401.9 (46) 

2,899.4 (42) 

857.0 (14) 

1,425.0 (17) 

317.1 (7) 

1,593.2 (20) 

4,192.3 (58) 

2,010.0 

937.5 

730.6 

1,889.6 

5,567.7 

Amt. 

(19) 

(19) 

(18) 

(21) 

(77) 

.!1:!!!. c # cases> 

-82.5 (21) 

93.9 (20) 

51.0 (14) 

135.9 (20) 

114.0 (11) 

303.6 (26) 
260.1 (30) 

303.5 (l1) 

458.4 (34) 

444.0 (25) 

813.4 (48) 

884.8 (41) 

167.6 

92.5 

19.2 

195.7 

475.0 

(7) 

(B) 

(4) 

(18) 

(37) 

177.3 (11) 

230.2 (12) 

290.5 {10} 

118.7 (16) 

816.7 (49) 

3. 
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4. RRA 

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 signiftcant decline in interest rates that has occurred over this time frame. 
The combined average equity returns authorized for electric and gas utilities in each of the years 1990 through 
2010, and the number of observations for each year are as follows: 

1990 12.69% (75) 2000 11.41% (24) 
1991 12.51 (80) 2001 11.05 (25) 
1992 12.06 (77) 2002 11.10 (43) 
1993 11.37 (77) 2003 10.98 (47) 
1994 11.34 (59) 2004 10.67 (39) 
1995 11.51 (49) 2005 10.50 (55) 
1996 11.29 (42) 2006 10.39 (42) 
1997 11.34 (24) 2007 10.30 (76) 
1998 11.59 (20) 2008 10.42 (67) 
1999 10.74 (29) 2009 10.36 (68) 

2010 10.24 (96) 

Dennis Sperduto 

©2011, Regulatory Research Associates, Inc. All Rights Reserved. Confidential Subject Matter. WARNING! This report contains copyrighted subjec:t matter 
and confidential information owned solely by Regulatory Research Associates, Inc. (~RRA"). Reproduct on, distribution or use of this report in violation of 
this license constitutes copyright Infringement in v olaton 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 report has been obtained from sources that RRA believes to be 
reliable, RRA does not guarantee its accuracy. 
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I 
I RRA 5. 

I 
ELECTRIC UTILITY DECISIONS 

Common Test Year 
ROR ROE Eq. as% & Amt. 

I ~ company <State) _3,L_ _3,L_ Cap Str Bate Base !.l!.il. 

1/11/10 Detroit Edison (MI) 7.02 11.00 39.48 * 6/10-A 217.4 (!) 

1/12/10 North em States Power (SD) 8.32 10.9 (B) 

I 1/19/10 Interstate Power & Light (IA) 8.91 10.80 49.52 12/0B~A 83.7 (I) 

1/22/10 Portland General Electric {OR) 9.8 (B) 
1/26/10 PacifiCorp (OR} 8.08 10.13 51.00 12/10-A 41.5 (B) 

I 
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 (SC) 8.41 10.70 (1) 53.00 12/08-YE 74.1 (B) 

I 
2/9/10 Narragansett Electric (RI) 7.20 9.80 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) 

I 
3/2/10 Potomac Electric Power (DC) 8.01 9.63 46.18 12/08-A 19.8 (D) 

3/4/10 Kentucky Utilities (VA) 7.85 10.50 53.62 12/08-A 10.6 (!,B) 

3/5/10 Florida 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 (!,B) 

I 
3/11/10 Virginia Electric and Power (VA) 7.81 (E) 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 (I,B,5) 

3/17/10 Florida Power & Ught (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,Z) 

I 2010 lST QUARTER: AVERAGES/TOTAL 7.95 10.66 48.36 2,010.0 
MEDIAN 8.01 10.50 48.76 

OBSERVATIONS 17 17 16 19 

I 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) 

4/29/10 Ce~tral Illinois Light (IL) 6.05 9.90 43.61 12/08-YE 4.9 (D,R) 

I 4/29/10 Central Illlinois Public Service (IL) 8.02 10.06 48.67 12/08-YE 23.7 (D1R) 

4/29/10 Illinois Power (IL) 6.97 10.26 43.55 12/08-YE 28.2 (D,R) 

5/12/10 Atlantic City Electric (NJ) 8.69 10.30 49.10 12/09-YE 20.0 (D,B) 

I 5/12/10 Rockland Electric (NJ) 8.21 10.30 49.85 12/09-YE 9.8 (D,B) 

5/14/10 PacifiCorp (WY) 8.33 35.5 (B,Z) 

5/26/10 MDU Resources (WY) 8.25 10.00 49.77 12/08-YE 2.7 

5/28/10 Union Electric (MO) 8.06 10.10 51.26 3/09-YE 229.6 

I 6/7/10 Public Service Electric & Gas (NJ) 8.21 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,Z) 

I 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) 

I 6/28/10 Public Service of New Hampshire (NH) 7.51 9.67 52.40 57.4 (D,l,B) 

6/30/10 Connecticut Light & Power {CT) 7.68 9.40 49.20 6/09-DC 101.9 (D,Z) 

I 
2010 2ND QUARTER: AVERAGES/TOTAL 7.95 10.08 47.07 937.5 

MEDIAN 8.10 10.10 49.10 
OBSERVATIONS 15 14 13 19 

I 
I 
I 
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I &. RRA 

I 
ELECTRIC UTILITY DECISIONS (continued) 

7/1/10 Wisconsin Electric Power {MI) &.99 10.25 47.61 * 12/10-A 23.5 (I) 

7/15/10 South Carolina Electric & Gas {SC) 8.56 10.70 52.96 9/09-YE 101.2 (6,Z) 

I 
7/15/10 Appalachian Power (VA) 7.85 10.53 41.53 12/08-YE &1.5 
7/30/10 Maui Electric (HI) 8.67 10.70 54.89 12./07-A 13.2 (6,1) 

7/30/10 Kentucky Utilities (KY) 10/09-YE 98.0 (B) 

7/30/10 Louisville Gas & Electric (KY) 10/09-YE 74.0 (B) 

I 
7/30/10 El Paso Electric (TX) &!09 17.2 (B,7) 

8/4/10 Black Httls Colorado Electric Utility (CO) 9.32 10.50 52.00 7/09 17.9 (6) 

8/6/10 Potomac Electric Power (MD) 8.18 9.83 48.87 12/09-A 7.8 

I 8/ll/10 Black Hills Power (SO) 8.26 6/09-A 22.0 (B,I) 

8/18/10 Empire District Electric (MO) 6/09-YE 46.8 (B) 

8/25/10 Northern Indiana Public Service (IN) 7.29 9.90 49.95 * 12/07-YE -48.9 

I 9/14/10 Hawaiian Electric {HI) 8.62 10.70 55.10 12/07-A 77.5 (B,I) 

9/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 8/ll-A 88.7 (D,B,Z,8) 

9/16/10 Rochester Gas and Electric (NY} 8.47 10.00 48.00 8/11-A 54.2 (D,B,Z,8) 

9/21/10 Avista Corp. {ID) 12/09 21.3 (B) 

I 9/30/10 UNS Electric (AZ) 8.28 9.75 45.76 12/08-YE 7.4 

9/30/10 South Carolina Electric & Gas {SC) 47.3 (9) 

2010 3RD QUARTER: AVERAGES/TOTAL 8.16 10.26 49.52 730.6 

I MEDIAN 8.27 10.25 48.87 
OBSERVATIONS 12 11 11 18 

10/14/10 Indiana Michigan Power (MI) 7.53 10.35 44.14 * 12/10-A 35.7 (B,l) 

I 10/28/10 Hawaii Electric Light (HI) 8.33 10.70 51.19 12/06-A 24.6 (B,I) 

11/2/10 Minnesota Power (MN) 8.18 10.38 54.29 12/10-A 67.5 (!) 

11/4/10 Consumers Energy (MI) 6.98 10.70 41.59 * 6/11-A 145.7 (I) 

I 11/19/10 Avista Corp. (WA) 7.91 10.20 46.50 12/09-A 29.5 (B) 
11/22/10 Kansas City Power & Ught (KS) B.37 10.00 49.66 9/09-YE 21.8 

I 
12/1/10 Entergy Texas {TX) 8.52 10.13 6/09 68.0 (B,I,Z) 

12/6/10 Baltimore Gas & Electric (MD) 8.06 9.86 51.93 7/10-A 31.0 

12/9/10 NorthWestern Corp. (MT) 7.80 10.00 48.00 12/08-A 6.5 (D,B,J,E) 

12/15/10 Interstate Power & Light (lA) 10.00 12/09-A 114.5 (1,10) 

I 
12/13/10 Dominion North Carolina Power (NC) 8.22 10.70 51.00 12/08-YE 3.1 (B) 

12/14/10 PacifiCorp {OR) 8.08 10.13 51.00 12/11-A 84.6 (B) 

12/17/10 Portland General Electric (OR) 8.03 10.00 50.00 12/11-A 100.2 (B) 

12/20/10 Sierra Pacific Power (NV) 8.06 10.60 44.11 12/09-YE 13.1 

I 
12/21/10 Upper Peninsula Power (MI) 7.12 10.30 50.42 * 8.9 (B) 

12/21/10 PECO Energy {PA) 12/10 225.0 (D,B) 

12/21/10 PPL Electric Utilities (PA) 12/10 77.5 (D,B) 

12/21/10 PacifiCorp (UT} 33.3 (B,ll) 

I 
12/27/10 PacifiCorp (ID) 7.98 9.90 52.10 12/09-A 13.8 
12/29/10 Georgia Power (GA) 11.15 562.3 (B) 

12/30/10 Georgia Power {GA) 12/11 223.0 (12) 

I 
2010 4TH QUARTER: AVERAGES/TOTAL 7.95 1G.30 49.0(} 1,889.6 

MEDIAN 8.06 10.20 50.21 
OBSERVATIONS 15 17 14 21 

I 2010 FULL YEAR: AVERAGES/TOTAL 7.99 10.34 48.45 5,567.7 
MEDIAN 8.06 10.25 49.36 
OBSERVATIONS 59 59 54 77 

I 
I 
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I 
GAS UTILITY DECISIONS 

Common Test Year 
ROR ROE Eq. as% a. Amt. 

I 
lWll Company CStatel ....!LL.. ---"'"- Cap. Str . Rate Base U!ih 

1/11/10 CenterPoint Energy Resources (MN) 8.09 10.24 52.55 12/09-A 40.8 (!) 

1/20/10 Empire District Gas (MO) 2.6 (B) 

I 1/21/10 Peoples Gas Light & Coke {IL) 8.05 10.23 56.00 12/10-A 69.8 
1/21/10 North Shore Gas (IL) 8.19 10.33 56.00 12/10-A 13.9 
1/26/10 Atmos Energy (TX) 8.60 10.40 48.91 6/08-Yo 2.7 (E) 

I 2/10/10 Southern Union (MO) 7.72 10.00 38.66 12/08-Yo 16.2 (Bp) 
2/23!10 CenterPoint Energy Resources {TX) 8.65 10.50 55.60 3/09-Yo 5.1 

3/9/10 SourceGas Distribution (NE} 7.80 9.60 49.96 12/08-YE 1.6 (I) 

I 3/19/10 Mountaineer Gas (WV) 8.72 12/08-A 19.0 (B) 
3/24/10 MidAmerican Energy (IL) 7.60 10.13 47.08 12/08-YE 2.7 
3/31/10 Atmos Energy (GA) 8.61 10.70 47.70 10/10-A 2.9 

I 2010 1ST QUARTER: AVERAGES/TOTAL 8.20 10.24 50.27 177.3 
MEDIAN 8.14 10.24 49.96 
OBSERVATIONS 10 9 9 11 

I 4/2/10 Puget Sound Energy (WA) 8.10 10.10 46.00 (Hy) 12/08-A 10.1 (R) 
4/14/10 UN5 Gas (AZ) 8.00 9.50 49.90 6/08-Yo 3.5 
4/29/10 Central Illinois Light (lL) 7.83 9.40 43.61 12/08-Yo -5.7 (R) 
4/29/10 Central Illlinois Public Service (IL) 7.59 9.19 48.67 12/08-YE 0.3 (R) 

I 4/29/10 Illinois Power {IL) 8.59 9.40 43.55 12/08-YE -7.4 (R) 

5/17/10 Consumers Energy (MI) 7.02 10.55 40.78. 9/10-A 65.9 (!) 

I 
5/24/10 Chattanooga Gas (TN) 7.41 10.05 46.06 4/11-A 0.1 
5/28/10 Atmos Energy (KY) 6.1 (B) 

6/3/10 Michigan Consolidated Gas (MI) 7.19 11.00 38.78 * 12/10-A 118.6 (I) 

I 
6/3/10 Questar Gas (UT) 8.42 10.35 52.91 12/10-A 2.6 (8,13) 

6/18/10 Public Ser.oice Electric & Gas (NJ) B.21 10.30 51.20 12/09-YE 26.5 {B) 
6/18/10 Central Hudson Gas & Electric (NY) 7.43 10.00 48.00 6/11-A 9.6 (B,Z) 

I 
2010 2ND QUARTER: AVERAGES/TOTAL 7.80 9.99 46.31 230.2 

MEDIAN 7.83 10.05 46.06 
OBSERVATIONS 11 11 11 12 

I 
I 
I 
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I 
GAS UTIUTY DECISIONS (continued) 

7/30/10 Atmos Energy (KS) 3.9 (B) 

7/30/10 Louisville Gas & Electric (KY) 10/09-YE 17.0 (B) 

I 8/17/10 Black Hills Nebraska Gas Utility (NE) 9.11 10.10 52.00 7/09-YE 8.3 (R,I) 

8/18/10 Atmos Energy (MO) 5.7 (B) 

8/18/10 Laclede Gas (MO) 31.4 (B) 

I 8/18/10 Columbia Gas of Pennsylvannia (PA) 9/09 12.0 (B) 

9/16/10 New York State Electric & Gas (NY) 7.48 10.00 48.00 8/11-A 34.0 (B,Z,8) 

9/16/10 Rochester Gas and Electric (NY) 8.47 10.00 48.00 8/11~A 34.6 (B,Z,8) 

I 9/21/10 Avista Corp. (ID) 12/09 1.9 (B) 

9/22/10 Consolidated Edison of New York (NY) 7.46 9.60 48.00 9/11-A 141.7(B,Z) 

2010 3RD QUARTER: AVERAGES/TOTAL 8.13 9.93 49.00 290.5 

I MEDIAN 7.98 10.00 48.00 
OBSERVATIONS 4 4 4 10 

10/6/10 South Carolina Electric & Gas (SC) 3/10 -10.4 (M) 

I 10/21/10 Delta Natural Gas (KY) 7.97 10.40 44.49 12/09-YE 3.5 (R) 

11/2/10 Boston Gas (MA} (14) 7.91 9.75 50.00 (Hy) 12/09-YE 41.5 

I 
11/2/10 Colonial Gas (MA) 8.16 9.75 50.00 (Hy) 12/09·YE 16.5 

11/3/10 Atlanta Gas Light (GA) 8.10 10.75 51.00 5/11-A 26.6 

11/4/10 Northern Indiana Public Service (IN) 46.29 * 12/09-YE ·14.8 (B) 

11/19/10 Avista Corp; (WA) 7.91 10.20 46.50 12/09-A 4.6 (B) 

I 12/1/10 SourceGas Distribution (CO) 8.02 10.00 5Q.48 12/09-A 2.8 (B) 

12/6/10 Nothern States Power-Minnesota (MN) 8.28 10.09 52.46 12/10-A 7.3 (I) 

12/6/10 Baltimore Gas & Electric (MD) 7.90 9.56 51.93 7/10-A 9.8 

I 
·12/9/10 NorthWestern Corp. (MT) 7.92 10.25 48.00 12/08-A -1.0 (B,l) 

12/14/10 Texas Gas Service (TX) 8.65 10.33 59.24 6/09-YE O.B 
12/17/10 Columbia Gas of Virginia (VA) 7.92 10.10 42.70 12/09 4.9 (8) 

12/20/10 Sierra Pacific Power (NV) 5.18 10.05 44.11 12/09-YE 2.7 

I 
12/23/10 SourceGas Distribution (WY) 7.98 9.92 50.34 8/09-YE 4.3 

12/29/10 PECO Energy (PA) 12/10 19.6 (B) 

2010 4TH QUARTER: AVERAGES/TOTAL 7.84 10.09 49.11 118.7 

I 
MEDIAN 7.97 10,09 50.00 
OBSERVATIONS 13 13 14 16 

2010 FULL YEAR: AVERAGES/TOTAL 7.95 10.08 48.56 816.7 

I 
MEDIAN 7.99 10.10 48.34 
OBSERVATIONS 38 37 38 49 

I 
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FOOTNOTES 
A- Average 

B- Order followed stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically 

adopted by the regulatory body. 

Bp- Order followed partial stipulation or settlement by the parties. Decision particulars not necessarily precedent-setting or specifically 

adopted by the regulatory body. 

CWIP- Construction work in progress 
D- Applies to electric delivery only 

DC- Date certain 
E- Estimated 

Hy- Hypothetical capital structure 

I- Interim rates implemented prior to the issuance of final order, normally under bond and subject to refund. 

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

YE- Year-end 

Z· Rate change implemented in multiple steps. 

* Capital structure includes cost-free items or tax credit balances at the overall rate of return. 

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

(2) The permanent rate increase includes a $126.2 million increase that was authorized by the PSC on 5/19/09 in a separate 

proceeding related to the repowering of the Bartow generating plant. The company had also requested recovery of the Bartow 

repowering costs in this base rate proceeding. In adddition, the $126.2 million Bartow-related increase, when adjusted for 2010 

billing determinants, increases to $132.1 million. 

(3) Authorized 11.9% ROE includes an 11.3% base ROE and a 60-basis-point management efficiency premium. 
{4) Parameters apply to rider for the Virginia City Hybrid Energy Center, and the specified ROE includes an 11.3% base equity return 

and a 100-basis-point premium. 

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

(6) Case is a limited-issue proceeding involving PacifiCorp's incremental investment in a transmission line and an environmental 
upgrade project. 

(7) The rate increase is effective retroactive to 7/1/10. 

(8) The 2010 rat~ increase is effective retroactive to 8/25/10. 

(9) Authorized rate increase repr~sents a current cash return on incremental V.C. Summer nuclear plant CWIP. The increase 

incorporates a previously authorized 11% ROE and incremental CWIP of $399.1 million as of June 30, 2010. 

(10) The authorized 10% ROE relates to the portion of the company's rate base not associated with the Emery Generating Station 
and Whispering Willow Wind Farm. 

(11) Case is a limited-issue proceeding involving PacifiCorp's incremental investment in a transmission line and a wind facility. 

(12) Authorized rate increase represents a current cash return on incremental Plant 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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