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PART I

ITEM 5. MARKET FOR INTEGRYS ENERGY GROUP'S COMMON EQUITY, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Integrys Energy Group, Inc. Common Stock Two-Year Comparison

Dividends Price Range
Share Data Per Share High Low
2007
1st Quarter $ .583 $58.04 $52.72
2nd Quarter .660 60.63 50.11
3rd Quarter .660 55.25 48.10
4th Quarter .660 54.10 50.02
Total $2.563
2006
1st Quarter $ .565 $57.75 $49.02
2nd Quarter .565 51.60 47.39
3rd Quarter 575 52.88 47.67
4th Quarter 575 54.83 49.18
Total $2.280

Integrys Energy Group common stock is traded on the New York Stock Exchange under the ticker symbol
"TEG." The transfer agent and registrar for Integrys Energy Group's common stock is American Stock
Transfer & Trust Company, 59 Maiden Lane, New York, NY 10038.
As of February 21, 2008, there were 35,100 common stock shareholders of record.

Dividend Restrictions

For information on dividend restrictions related to Integrys Energy Group and any of its subsidiaries, see
Note 21, "Common Equity."

See ltem 11 - Executive Compensation of this Annual Report on Form 10-K for information regarding our
equity compensation plans.
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ITEM 6. SELECTED FINANCIAL DATA

INTEGRYS ENERGY GROUP, INC.

“ COMPARATIVE FINANCIAL STATEMENTS ANC
FINANCIAL AND OTHER STATISTICS (2003 TO 2007}

As of or for Year Ended December 31
(Millions, except per share amounts, stock price, return on average equity

and number of shareholders and employees) 2007 @ 2006 @ 2005 2004 2003
Total revenues $10,292.4 $6,890.7 $6,8255 $4,876.1 $4,309.8
Income from continuing operations 181.1 1516 150.6 156 6 110.7
Income available for common shareholders 251.3 155.8 157.4 139.7 947
Total assets 11,234.4 6,861.7 5,462.5 4.376.8 4,292.3
Preferred stock of subsidiaries 51.1 51.1 51.1 51.1 51.1
Long-term debt {excluding current portion) 2,265.1 1,287.2 867.1 865.7 871.9
Shares of common stock (less treasury stock

and shares in deferred compensation trust)

Outstanding 76.0 431 30.8 37.3 36.6
Average 71.6 42.3 38.3 37.4 33.0

Earnings per common share (basic)

Income from continuing operations $2.49 $3.51 $3.85 $4.10 $3.26

Earnings per common share $3.51 $3.68 $4.11 $3.74 $2.87
Earnings per common share (diluted)

Income from continuing operations 248 3.50 3.81 4.08 3.24

Earnings per common share 3.50 3.67 4.07 3.72 2.85
Dividend per share of common stock 2.56 2.28 2.24 2.20 216
Stock price at year-end $51.69 $54 03 $55.31 $49.96 $46.23
Book value per share $42.58 $35.61 $32.76 $29.30 $27.40
Return on average equity 8.5% 10.6% 13.6% 13.5% 11 5%
Number of common stock shareholders 35,212 19,837 20,701 21,358 22,172
Number of employees . 5,231 3,326 2,945 3,048 3,080

M Includes the impact of the PEC merger on February 21, 2007.

@ Includes the impact of the acquisition of natural gas distribution operations from Aquila by MGUC on April 1, 2006 and MERC on July 1, 2006.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

INTRODUCTION

integrys Energy Group is a diversified holding company with regulated utility operations operating through
six wholly owned subsidiaries, WPSC, PGL, NSG, UPPCO, MGUC, and MERC: nonregulated energy
operations through its wholly owned nonregulated subsidiary, Integrys Energy Services; and also a 34.5%

equity ownership interest in ATC (an electric transmission company operating in Wisconsin, Michigan,
Minnesota, and lllinois).

Strategic Overview

Integrys Energy Group's goal is the creation of long-term value for shareholders and customers through
growth in its regulated and nonregulated portfolio (while placing an emphasis on regulated growth). In
order to create value, Integrys Energy Group is focused on:

Maintaining and Growing a Strong Regulated Utility Base — A strong regulated utility base is
necessary to maintain a strong balance sheet, predictable cash flows, a desired risk profile, attractive
dividends, and quality credit ratings, which are critical to our success. Integrys Energy Group believes
the following recent developments have helped, or will help, maintain and grow its regulated utility base:

» The February 2007 merger with PEC, which added the regulated natural gas distribution
operations of PGL and NSG to the regulated utility base of Integrys Energy Group.

e Ourinvestmentin ATC was at 34.5% at December 31, 2007. ATC owned approximately
$2.2 billion in net transmission and general plant assets at December 31, 2007 and anticipates
additional capital investment of approximately $865 million over the next 3 years.

» Construction of the 500-megawatt coal-fired Weston 4 base-load power plant located near
Wausau, Wisconsin, which is scheduled to be placed in service in the first quarter of 2008. This
power plant is jointly-owned with DPC. WPSC holds a 70% ownership interest in the Weston 4
power plant, with DPC owning the remaining 30% interest in the facility.

« The proposed acceleration of investment in the natural gas distribution system at PGL. The
replacement of cast iron mains and investment in underground natural gas storage facilities is
expected to total approximately $100 million through 2010.

e Investment of approximately $75 million in lateral infrastructure related to the connection of the
WPSC distribution system to the Guardian |l natural gas pipeline to Green Bay.

e WPSC's negotiations to purchése a 99-megawatt wind generation facility to be constructed in
Howard County, lowa.

s WPSC's continued investment in environmental projects to improve air quality and meet the
requirements set by environmental regulators. Capital projects to construct and upgrade
equipment to meet or exceed required environmental standards are planned each year.

» For more detailed information on Integrys Energy Group's capital expenditure program see
“Liquidity and Capital Resources, Capital Requirements,” below.

Strategically Growing Nonregulated Business — Integrys Energy Services is focused on growth in the
competitive energy services and supply business through growing its customer base. Integrys Energy
Group expects its nonregulated operations to provide between 20% and 30% of Integrys Energy Group's
earnings, on average, in the future. integrys Energy Group believes the following recent developments
have helped, or will help, maintain and grow its nonregulated business:
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«  The merger with PEC combined the nonregulated energy marketing businesses of both
companies. The combination provided Integrys Energy Services with a strong market
position in the llinois retail electric market and expanded its originated wholesale natural

gas business, creating a stronger, more competitive, and better balanced growth platform for
the nonregulated business.

» The 2007 opening of nonregulated operations in Denver, Colorado, has allowed Integrys

Energy Services to expand its operations into the Western Systems Coordinating Council
markets.

» The 2007 completion of a 6.5 megawatt landfill gas project, the Winnebago Energy Center
Development in Rockford, lifinois, which consists of gas cleanup equipment and engines to
collect and burn landfill gas at the site to generate electricity.

o The on-going development of renewable energy products, such as land fill gas and solar
projects.

Integrating Resources to Provide Operational Excellence — Integrys Energy Group is committed to
integrating resources of its regulated businesses and also its nonregulated businesses, while meeting any
and all applicable regulatory and legal requirements. This will provide the best value to customers and
shareholders by leveraging the individual capabilities and expertise of each business and assist in
lowering costs for certain activities. Integrys Energy Group believes the following recent developments
have helped, or will help, integrate resources and provide operational excellence:

» The PEC merger is helping to align the best practices and expertise of both companies,
which will continue to result in efficiencies by eliminating redundant and overlapping
functions and systems. Integrys Energy Group expects the merger to generate annual
pre-tax synergy savings of approximately $106 million for the combined company by the end
of the fifth full year of operations following completion of the merger. One-time costs to
achieve the synergies are expected to be approximately $155 million.

» Integrys Business Support, LLC, a wholly owned service company, was formed to achieve a
significant portion of the cost synergies anticipated from the merger with PEC through the
consolidation and efficient delivery of various support services and to provide more
consistent and transparent allocation of costs throughout Integrys Energy Group and its
subsidiaries.

o "Competitive Excellence" and project management initiatives are being implemented at
Integrys Energy Group and its subsidiaries to improve processes, reduce costs, and
manage projects within budget and timeline constraints to provide more value to customers.

Placing Strong Emphasis on Asset and Risk Management — Our asset management strategy calls for
the continuous assessment of our existing assets, the acquisition of assets, and contractual commitments
to obtain resources that complement our existing business and strategy, thereby providing the most
efficient use of and best return on our resources while maintaining an acceptable risk profile. This
strategy calls for a focus on the disposition of assets, including plants and entire business units, which are
either no longer strategic to ongoing operations, are not performing as needed, or have an unacceptable
risk profile. We maintain a portfolio approach to risk and earnings. Integrys Energy Group believes the
following recent developments have helped, or will help, manage assets and risk:

» The combination of Integrys Energy Group and PEC created a larger, stronger, and more
competitive regional energy company. This merger, along with the 2006 acquisition of the
Michigan and Minnesota natural gas distribution operations, diversified the company's
regulatory and geographic risk due to the expansion of utility operations to multiple
jurisdictions.
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» The September 2007 sale of PEP, Integrys Energy Group's oil and natural gas production
subsidiary acquired in the merger with PEC. The divesture of the oil and natural gas
production business reduced Integrys Energy Group's business risk profile and provided
funds to reduce debt.

» The January 2007 sale of WPS Niagara Generation, LLC for approximately $31 million.
WPS Niagara Generation, LLC owned a 50-megawatt generation facility located in the
Niagara Mohawk Frontier region in Niagara Falls, New York.

Our risk management strategy, in addition to asset risk management, includes the management of
market, credit, and operational risk through the normal course of business. Forward purchases and sales
of electric capacity, energy, natural gas, and other commodities allow for opportunities to secure prices in
a volatile energy market. Oversight of the risk profile related to these financial instruments is monitored
daily in each business unit consistent with the company's financial risk management policy. Corporate
oversight is provided through the Corporate Risk Management group which reports through the Chief
Financial Officer.

RESULTS OF OPERATIONS

Year Ended December 31 Change in Change in

2007 over 2006 over
{Millions except per share amounts) ‘ 2007 2006 2005 2006 2005
Electric utility operations $ 874 $ 855 $ 64.2 2.2% 33.2%
Natural gas utility operations 28.7 (2.3) 13.2 - -
Nonregulated energy operations 98.0 72.3 74.1 35.5% 2.4)%
Holding company and other operations (18.8) 0.3 5.9 - (94.9)%
Oil and natural gas operations 56.0 - - - -

Income available for common

shareholders $251.3 $155.8 $157.4 61 3% (1.0)%
Average basic shares of common stock 716 423 383 69.3% 10.4%
Average diluted shares of common stock 71.8 42.4 38.7 69.3% 9.6%
Basic earnings per share $3.51 $3.68 $4.11 (4.6)% (10.5)%
Diluted earnings per share $3.50 $3.67 $4.07 (4.6)% (9.8)%

2007 income available for common shareholders increased $95.5 million and 2007 diluted earnings per
share decreased $0.17, both compared to 2006. 2006 income available for common shareholders
decreased $1.6 million and 2006 diluted earnings per share decreased $0.40, both compared to 2005.
Significant factors impacting the change-in earnings and diluted earnings per share were as follows (and
are discussed in more detail thereafter):

Electric Utility Operations:
Earnings increased $1.9 million in 2007 over 20086, resulting primarily from the following:

o Retail electric rate increases at both WPSC and UPPCO had a positive year-over-year impact on
operating income.

e Favorable weather conditions at WPSC contributed an approximate $6.0 million ($3.6 million
after-tax) year-over-year increase in operating income; however, this increase was partially offset by
a decrease in weather normalized residential and commercial and industrial customer usage.

e Fuel and purchased power costs were higher than what was recovered in rates during the year
ended December 31, 2007, compared with fuel and purchased power costs that were less than what

was recovered in rates during the same period in 2006, driving a $14.4 million ($8.6 million after-tax)
negative variance in operating income.
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* Maintenance expense related to WPSC's power plants was higher in 2007 compared to 2006, driven

by an increase in unplanned outages in 2007 as well as the extension of some 2007 planned
outages.

Eamings increased $21.3 million from 2005 to 2008, primarily due to the following:

e Fuel and purchased power costs that were less than what was recovered in rates during the year
ended December 31, 2006, compared with fuel and purchased power costs that were more than
what was recovered in rates during the same period in 2005 (the under collection in 2005 was
primarily due to the impact 2005 hurricanes had on natural gas prices), contributed an estimated
$14 million after-tax, year-over-year increase in eamnings.

e A PSCW ruling, which disallowed recovery of costs that were deferred related to the 2004
Kewaunee nuclear plant outage as well as a portion of the loss on the Kewaunee sale, resuited in
the write-off of $13.7 million of regulatory assets in 2005, which resulted in an after-tax reduction in
earnings in 2005 of approximately $8 million (positive variance compared with 2006 earnings).

e Retail electric rate increases at both WPSC and UPPCO aiso had a positive year-over-year impact
on earnings.

¢ Unfavorable weather conditions in 2006, compared with 2005, had an estimated $9 million
year-over-year negative after-tax impact on electric utility earnings.

Natural Gas Utility Operations:
Financial results improved $31.0 million in 2007 over 2006, primarily due to the following:

e Financial results for MGUC and MERC increased $18.1 million, from a combined net loss of
$11.3 million in 20086, to earnings of $6.8 million in 2007. The positive change in earnings at MGUC
and MERC was driven by the fact that these natural gas utilities operated during the first quarter
heating season in 2007, but were not acquired by Integrys Energy Group until after the first quarter
2006 heating season. In addition, MGUC and MERC incurred a combined $11.8 million ($7.1 million
after-tax) of transition costs in 2006 for the start-up of outsourcing activities and other legal and
consulting fees. In 2007, MGUC and MERC were allocated $1.7 million ($1.0 million after-tax) of
external costs to achieve merger synergies related to the PEC merger.

e Regulated natural gas utility earnings at WPSC increased $13.5 million, from earnings of
$9.6 million in 2008, to earnings of $23.1 million in 2007. Higher earnings were driven by increased
volumes due to colder weather conditions during the heating season. A natural gas rate increase
effective January 12, 2007 also contributed to the increase.

e The PEC natural gas utilities (PGL and NSG), which were acquired effective February 21, 2007,
recognized a combined net loss of approximately $1 million, primarily related to the seasonal nature
of natural gas utilities, which derive eamings during the heating season (first and fourth quarters).
Because of the late February acquisition date, resuits for the majority of the two coldest months of
the year were not included in natural gas utility earnings in 2007. The 2007 net income for PGL was
less than the level we would normally expect, primarily due to increased costs of providing service.

It is important to note, however, that we received a rate increase at PGL in February 2008, which will
help offset rising costs. Please see Note 23, "Regulatory Environment," for more information on the
rate increase.
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Earnings decreased $15.5 million from 2005 to 2006, primarily due to the following:

MGUC and MERC (acquired on April 1 and July 1, 2006, respectively) had a combined net loss of
approximately $11 million. Included in the net loss incurred by MGUC and MERC, was $7.1 million
of after-tax external transition costs incurred by these regulated natural gas utilities. The net loss
recognized at MGUC and MERC in excess of transition costs incurred can be attributed to not
owning these operations during the January through March 2006 heating season and warmer than
normal weather conditions during the last few months of 2006. From the acquisition dates through

December 31, 2006, actual heating degree days were 13.9% and 7.3% below normal for MGUC and
MERC, respectively.

Eamings at WPSC's natural gas utility also decreased approximately $4 million, driven by
unfavorable weather conditions and customer conservation efforts.

Nonregulated Energy Operations:
Earnings increased $25.7 million in 2007 over 2006, primarily due to the following:

Operating income at Integrys Energy Services increased $40.2 million ($24.1 million after-tax).

After-tax income from discontinued operations at Integrys Energy Services increased $7.5 million,
driven by the sale of Niagara Generation, LLC in the first quarter of 2007.

Miscellaneous expense at Integrys Energy Services decreased $11.1 million ($6.7 million after-tax),
driven by a decrease in pre-tax losses recognized for the period related to Integrys Energy Services'
investment in a synthetic fuel facility.

Minority interest income decreased $3.7 million ($2.2 million after-tax) as Integrys Energy Services'

partner elected to stop receiving production from the synthetic fuel facility and, therefore, did not
share in losses from this facility in 2007.

Section 29/45K federal tax credits recognized from Integrys Energy Services' investment in a
synthetic fuel facility decreased $15.9 million, from $29.5 million in 20086, to $13.6 million in 2007.

Earnings decreased $1.8 million from 2005 to 2008, primarily due to the following:

An $11.0 million ($6.6 million after-tax) increase in interest expense due to higher working capital
requirements, primarily related to growth in integrys Energy Services' natural gas operations.

A $10.6 million ($6.4 million after-tax) increase in miscellaneous expenses, primarily related to
increased tons procured from Integrys Energy Services' investment in a synthetic fuel facility and the
fact that Integrys Energy Services received no royaity payments from this investment in 2006.

A $4.2 million after-tax decrease in income from discontinued operations.

The items negatively impacting earnings (discussed above) were partially offset by a $14.4 million
($8.6 million after-tax) increase in margin (including an $11.1 million pre-tax decrease in gains on
derivative instruments used to protect the value of Section 29/45K tax credits).

A $6.7 million ($4.0 million after-tax) decrease in operating expenses, primarily related to the

recognition of a $9.0 million pre-tax gain on the sale of WPS ESI Gas Storage, LLC in the second
quarter of 20086.

A $3.4 million increase in Section 29/45K federal tax credits recognized from Integrys Energy
Services' investment in a synthetic fuel facility.
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Holding Company aﬁd Other Operations:

in 2007, financial results decreased $19.1 million, from earnings of $0.3 million in 2006, to a net loss of
$18.8 million in 2007. See "Overview of Holding Company and Other Segment Operations,” for more
information.

In 2006, earnings decreased $5.6 million from earnings of $5.9 million in 2005, to earnings of $0.3 miilion
in 2006. See "Holding Company and Other Segment Operations," for more information.

Oil and Natural Gas Operations:

In connection with the PEC merger, Integrys Energy Group announced its intent to divest of PEC's oil and
natural gas production operations, PEP. PEP was sold in the third quarter of 2007. In 2007, PEP
recognized earnings of $56.0 million, including $58.5 million of earnings reported as discontinued
operations. The $2.5 million loss reported in continuing operations related primarily to intercompany
expense allocations to PEP (salaries, interest expense, etc.) related to employees and debt that remained
at Integrys Energy Group after the sale. The sale of PEP resulted in a $7.6 million after-tax gain.

Earnings per share:

Diluted earnings per share was impacted by the items discussed above as well as an increase of

29.4 million shares (69.3%) in the weighted average number of outstanding shares of Integrys Energy
Group's common stock from 2006 to 2007 and an increase of 3.7 million shares (9.6%) in the weighted
average number of outstanding shares of Integrys Energy Group’s common stock from 2005 to 2008,
Integrys Energy Group issued 31.9 million shares of common stock on February 21, 2007, in conjunction
with the merger with PEC, issued 2.7 million shares of common stock in May 2006 in order to settle its
forward equity agreement with an affiliate of J.P. Morgan Securities, and issued 1.9 million shares of
common stock through a public offering in November 2005. Additional shares were also issued under the
Stock Investment Plan and certain stock-based employee benefit plans in 2007, 2006, and 2005.

Utility Operations

In 2007, utility operations included the regulated electric segment, consisting of the regulated electric
operations of WPSC and UPPCO, and the regulated natural gas utility segment, consisting of the natural
gas operations of WPSC, PGL, NSG, MGUC, and MERC. The natural gas operations of WPSC, MGUC,
and MERC were included for all of 2007, while the natural gas operations of PGL and NSG were included
from February 22, 2007 through December 31, 2007. The natural gas operations of WPSC were included
for all of 2006, while the natural gas operations of MGUC and MERC were included from April 1, 2006
through December 31, 2006, and July 1, 2006 through December 31, 2006, respectively. For the year
ended December 31, 2005, utility operations included the regulated electric segment, including the
electric operations of WPSC and UPPCO, and the regulated natural gas utility segment, including the
natural gas operations of WPSC.

319




© 2008, Valuo Line Publishing, Inc. All rights reserved. Faclual material is obtained from sources believed to be reliable and is provided without warranties of any kind, THE PUBLISHER
155 NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commerciat, internal use. No part of it may be reproduced,
1asold, storad or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

320

SEPTEMBER 12, 2008 VALUE LINE SELECTION & CPINION PAGE 3949
: Selected Yields
3 Months Year 3 Months Year
Recent Ago Ago Recent Ago Ago
(9/03/08) (6/04/08) (9/05/07) (9/03/08) (6/04/08) (9/05/07)
TAXABLE
Market Rates Mortgage-Backed Securities
Discount Rate 2.25 2.25 5.75 GNMA 6.5% 5.60 5.49 5.89
Federal Funds 2.00 2.00 5.25 FHLMC 6.5% (Gold) 5.67 5.46 6.01
Prime Rate 5.00 5.00 8.25 FNMA 6.5% 5.48 5.36 5.94
30-day CP (A1/P1) 2.88 2.47 5.3 FNMA ARM 3.89 4.25 5.83
3-month LIBOR 2.81 2.67 5.72 Corporate Bonds
Bank CDs Financial (10-year) A 6.69 5.74 5.99
6-month 1.60 1.76 2.96 Industrial (25/30-year) A 6.1 6.22 6.00
1-year 2.26 2.25 3.66 Utility (25/30-year) A 6.13 6.23 6.11
5-year 4.15 3.37 3.94 Utility (25/3Q-year) Baa/BBB 6.54 6.50 6.27
U.S. Treasury Securities Foreign Bonds (10-Year)
3-month 1.68 1.84 4.39 Canada 3.48 3.64 4.35
6-month 1.90 1.97 4.43 Germany 4.14 4.38 4.1
1-year 2.07 213 4.39 Japan 1.47 1.78 1.63
5-year 2.95 3.26 4.16 United Kingdom 4.50 4.95 5.04
10-year 3.70 3.98 4.47 Preferred Stocks
10-year (inflation-protected) 1.64 1.44 2.31 Utility A 6.16 6.29 6.31
30-year 4.32 4.70 4.77 Financial A 6.97 6.75 6.85
30-year Zero 4.37 4.79 4.78 Financial Adjustable A 5.53 5.53 5.53
. . TAX-EXEMPT
e oo Treasury Security Yield Curve Bond Buyer Indexes
) 20-Bond Index (GOs) 4.68 4.52 4.70
25-Bond Index (Revs) 517 4.99 4.83
5.00% - General Obligation Bonds (GOs)
/ 1-year Aaa 1.58 1.77 3.58
T L 1-year A 1.68 1.87 3.68
4.00% - 1] / S-year Aaa 2.74 2.94 3.59
5-year A 2.84 3.04 3.69
/ 10-year Aaa 3.55 3.58 3.89
3.00% . / 10-year A 3.75 3.78 4.39
A 25/30-year Aaa 4.69 4.47 4.57
2.00% // 25/30-year A 5.07 4.67 4.87
— Cusrent Revenue Bonds (Revs) (25/30-Year)
— Year-Ago Education AA 4.85 4.75 4.87
1.00% Electric AA 4.80 4.80 4.82
8 51,2358 10 30 Housing AA 5.15 495 4.92
) Hospital AA 5.25 5.05 4.90
Toll Road Aaa 4.80 4.80 4.88
Federal Reserve Data
BANK RESERVES
(Two-Week Period; in Millions, Not Seasonally Adjusted)
Recent Levels Average Levels Over the Last...
8/27/08 8/13/08 Change 12 Wks. 26 Wks. 52 Wks.
Excess Reserves 2042 1844 198 2134 2191 1910
Borrowed Reserves 168089 167636 453 169077 140773 80722
Net Free/Borrowed Reserves -166047  -165792 -255 -166942  -138582 -78812
MONEY SUPPLY
{One-Week Period; in Billions, Seasonally Adjusted) :
Recent Levels Growth Rates Over the Last...
8/18/08 8/11/08 Change 3 Mos. 6 Mos. 12 Mes.
M1 {(Currency+demand deposits) 1379.8 1396.1 -16.3 6.8% 21% 1.3%
M2 (M1+savings+small time deposits) 7717.6 7728.1 -10.5 1.2% 3.6% 5.4%

To subscribe call1-800-833-00486.




PPL CORP

FORM 10-K

(Annual Report)

Filed 02/29/08 for the Period Ending 12/31/07

Address TWO N NINTH ST
ALLENTOWN, PA 181011179
Telephone 6107745151
CIK 0000922224
Symbol PPL
SIC Code 4911 - Electric Services
Industry  Electric Utilities
Sector Technology
Fiscal Year 12/31

htip://www edgar-online.com
© Copyright 2008, EDGAR Oniine, Inc. All Rights Reserved.
Distribution and use of this document re=#i~~~ \)nder EDGAR Online, Inc. Terms of Use.

321




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

X1 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the fiscal year
ended December 31, 2007
OR
[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 for the
transition period from to ’

Commission File Registrant; State of Incorporation; IRS Employer
Number Address and Telephone Number Identification No.

1-11459 PPL Corporation 23-2758192
(Exact name of Registrant as specified in its charter)
(Pennsylvania)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

333-74794 PPL Energy Supply, LLC 23-3074920
(Exact name of Registrant as specified in its charter)
(Delaware)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

1-905 PPL Electric Utilities Corporation 23-09595%90
(Exact name of Registrant as specified in its charter)
{(Pennsylvania)
Two North Ninth Street
Allentown, PA 18101-1179
(610) 774-5151

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock of PPL Corporation New York & Philadelphia Stock Exchanges
Senior Unsecured Notes of PPL Energy Supply, LLC

7.0% due 2046 New York Stock Exchange
Preferred Stock of PPL Electric Utilities Corporation

4-1/2% New York Stock Exchange

4.40% Series New York Stock Exchange

Junior Subordinated Notes of PPL Capital Funding, Inc.
2007 Series A due 2067 New York Stock Exchange

Senior Notes of PPL Capital Funding, Inc.
6.85% due 2047 New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the Registrants are well-known seasoned issuers, as defined in Rule 405 of the Securities Act.

PPL Corporation Yes X - No___
PPL Energy Supply, LLC Yes__ No X
PPL Electric Utilities Corporation Yes__ No X

Indicate by check mark if the Registrants are not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

PPL Corporation Yes No X
PPL Energy Supply, LLC Yes__ No X __

322




PART1
ITEM 1. BUSINESS
BACKGROUND

PPL Corporation , headquartered in Allentown, PA, is an energy and utility holding company that was incorporated in 1994. Through its
subsidiaries, PPL generates electricity from power plants in the northeastern and western U.S.; markets wholesale or retail energy primarily in
the northeastern and western portions of the U.S. and delivers electricity to approximately 4 million customers in Pennsylvania and the

UK. PPL's significant subsidiaries are shown below:

"FRECarporahan

] .
PP By Supply
L v I
~ FRL Global - PELEnamPs PPL Genertion
‘ pigs. TPeriorme sumketing mirk £ opermits Snieslic

See Exhibit 99(a) in Item 15 for a listing of the current corporate organization. In addition to PPL Corporation, the other SEC registrants
included in this filing are:

PPL Energy Supply, LLC , an indirect wholly-owned subsidiary of PPL formed in 2000, is an energy company engaged through its subsidiaries
in the generation and marketing of power, primarily in the northeastern and western power markets of the U.S. and in the delivery of electricity
in the UK. PPL Energy Supply's major operating subsidiaries are PPL Generation, PPL EnergyPlus and PPL Global. PPL Energy Supply-owns
or controls 11,418 MW of electric power generation capacity and has current plans to implement capital projects at certain of its existing
generation facilities in Pennsylvania and Montana to provide 331 MW of additional generating capacity by 2012.

PPL Electric Utilities Corporation , incorporated in 1920, is a direct subsidiary of PPL and a regulated public utility. PPL Electric provides

electricity delivery service in its service territory in Pennsylvania and provides electricity supply to retail customers in that territory as a PLR
under the Customer Choice Act.

Segment Information

PPL is organized into segments consisting of Supply, Pennsylvania Delivery and International Delivery. PPL Energy Supply's segments consist
of Supply and International Delivery. PPL Electric operates in a single business segment. See Note 2 to the Financial Statements for financial
information about the segments and geographic financial data.

. Supply Segment -

Owns and operates domestic power plants to generate electricity; markets this electricity and other power purchases to deregulated
wholesale and retail markets; and acquires and develops domestic generation projects. Consists primarily of the activities of PPL
Generation and PPL EnergyPlus.

PPL has generation assets that are located in the eastern and western markets. The eastern generation assets are located in the Northeast/Mid-
Atlantic energy markets - including PIM, the New York ISO, ISO New England and the Mid-American Interconnection Network. PPL's
Wwestern generating capacity is located in the markets within the Western Electricity Coordinating Council.

PPL Generation

PPL Generation owned or controlled generating capacity of 11,418 MW at December 31, 2007. Through subsidiaries, PPL Generation owns and
operates power plants in Pennsylvania, Montana, Illinois, Connecticut, New York and Maine. See "Item 2. Properties” for a complete listing of
PPL's generating capacity.

The Pennsylvania generation plants had a total capacity for PPL Generation of 9,076 MW at December 31, 2007. These plants are fueled by
uranium, coal, natural gas, oil and water. The electricity from these plants is sold to PPL EnergyPlus under FERC-jurisdictional power purchase
agreements.

PPL's U.S. generation subsidiaries are EWGs, which sell electricity into the wholesale market. PPL's EWGs are subject to regulation by the
FERC, which has authorized these EWGs to sell generation from their facilities at market-based prices.
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PPL Susquehanna, a subsidiary of PPL Generation, owns a 90% undivided interest in each of the two nuclear-fueled generating units at its
Susquehanna station; Allegheny Electric Cooperative, Inc. owns the remaining 10% undivided interest. PPL's 90% share of Susquehanna's
generating capacity was 2,117 MW at December 31, 2007.

PPL Generation operates its Pennsylvania and Illinois power plants in conjunction with PJM. PPL Generation's Pennsylvania power plants, PPL
Generation's Illinois 557 MW natural gas-fired generating station and PPL EnergyPlus are members of the RFC. Refer to "Pennsylvania
Delivery Segment" for information regarding PYM's operations and fumctions and the RFC.

The Montana coal-fired and hydro-powered stations have a capacity of 1,287 MW. PPL Montana's power plants‘arc parties to the Western
Electricity Coordinating Council Agreement.

The Maine oil-fired and hydro-powered stations have a total capacity of 96 MW. The Maine generating assets are operated in conjunction with

ISO New England and are parties to the Northeast Power Coordinating Council Agreement. See Note 9 for information on the possible sale of
three hydroelectric dams.

The Connecticut natural gas-fired station has a total capacity of 243 MW and is operated in conjunction with ISO New England and is party to
the Northeast Power Coordinating Council Agreement.

The New York natural gas-fired generating stations have a combined capacity of 159 MW. These generating stations are operated in connection
with the New York ISO and are parties to the Northeast Power Coordinating Council Agreement.

PPL Generation has current plans to implement capital projects at certain of its generation facilities in Pennsylvania and Montana that would
provide 331 MW of additional generation capacity by 2012. See "Item 2. Properties" for additional information regarding these capital projects.

In 2003, PPL finalized an agreement with the New Jersey DEP and the Pennsylvania DEP that included the shutdown of the two 150 MW coal-
fired generating units at the Martins Creek generating facility. This shutdown occurred in September 2007.

Refer to the "Power Supply” section for additional information regarding electricity generated by the various power plants operated by PPL
Generation and to the "Fuel Supply" section for a discussion of fuel requirements and contractual arrangements for fuel.

A subsidiary of PPL Energy Supply develops renewable energy plants on customer sites using technologies such as small turbines, reciprocating
engines and photovoltaic solar panels. As of December 31, 2007, another subsidiary of PPL Energy Supply owned approximately 23 MW of
installed capacity from these projects, serving commercial and industrial customers.

PPL Generation's subsidiaries are subject to the jurisdiction of certain federal, regional, state and local regulatory agencies with respect to air and
water quality, land use and other environmental matters. PPL Susquehanna is subject to the jurisdiction of the NRC in connection with the
operation of the Susquehanna units. Certain of PPL Generation's other subsidiaries, including PPL Montana, are subject to the jurisdiction of the
NRC in connection with the operation of their fossil plants with respect to certain level and density monitoring devices.

Certain operations of PPL Generation's subsidiaries are subject to the Occupational Safety and Health Act of 1970 and comparable state statutes.

PPL EnergyPlus

PPL EnergyPlus markets or brokers the electricity produced by PPL Generation subsidiaries, along with purchased power, natural gas and oil, in
competitive wholesale and deregulated retail markets in order to take advantage of opportunities in the competitive energy marketplace.

PPL EnergyPlus buys and sells energy at competitive prices. PPL EnergyPlus purchases electric capacity and energy at the wholesale level, and
also sells electric capacity and energy at the wholesale level under FERC market-based tariffs. PPL EnergyPlus enters into these agreements to
market available energy and capacity from PPL Generation's assets and to profit from market price fluctuations. PPL EnergyPlus actively
manages its portfolios to maximize the value of PPL's generating assets and to limit exposure to price fluctuations. PPL EnergyPlus also
purchases and sells energy forward and futures contracts as well as other commodity-based financial instruments in accordance with PPL's risk
management policies, objectives and strategies.

PPL EnergyPlus has executed contracts to provide electricity to PPL Electric sufficient for it to meet its PLR obligation through 2009, at the
predetermined capped rates PPL Electric is entitled to charge its customers during this period. This arrangement with PPL Electric accounted for

36% of PPL Energy Supply's operating revenues in 2007. See Note 16 to the Financial Statements for more information concerning these
contracts.

PPL EnergyPlus currently is licensed to provide retail electric supply to customers in Delaware, Maine, Maryland, Montana, New Jersey and
Pennsylvania. Beginning in 2008, PPL EnergyPlus also will be licensed to provide retail electric supply in Massachusetts. In 2007, PPL
EnergyPlus provided energy to industrial and commercial customers in Montana. PPL EnergyPlus also is licensed to provide retail natural gas in
Pennsylvania, Maryland and New Jersey.

PPL Synfuel Investments, LLC, a subsidiary of PPL EnergyPlus, indirectly owns, through its subsidiaries, two production facilities that until
December 31, 2007, manufactured synthetic fuel from coal or coal byproducts. PPL has received federal tax credits for these qualified
manufactured solid synthetic fuel products. PPL is in the process of retiring these facilities. See Note 15 to the Financial Statements for
additional information.
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In 2007,_ PPL sold PPL Telcom, LLC, an indirect subsidiary of PPL EnergyPlus, which offered fiber optic capacity to telecommunication
companies and enterprise customers. See Note 9 to the Financial Statements for additional information.

. Pennsylvania Delivery Segment -

Includes the regulated electric and gas delivery operations of PPL Electric and PPL Gas Utilities.

PPL Electric

PPL Electric delivers electricity to approximately 1.4 million customers in a 10,000-square mile territory in 29 counties of eastern and central

Pennsylvania. The largest cities in this territory are Allentown, Bethlehem, Harrisburg, Hazleton, Lancaster, Scranton, Wilkes-Barre and
Williamsport.

In addition to delivering electricity in its service territory in Permsylvania, PPL Electric also provides electricity supply to retail customers in that
territory as a PLR. As part of the PUC Final Order, PPL Electric agreed to supply this electricity at predetermined capped rates through

2009. PPL Electric has executed two contracts to purchase electricity from PPL EnergyPlus sufficient for PPL Electric to meet its PLR
obligation through 2009, at the predetermined capped rates. PPL Electric's PLR obligation after 2009 will be determined by the PUC pursuant to
PLR regulations and a policy statement regarding interpretation and implementation of those regulations. Both the regulations and the policy

statement became effective in September 2007. Refer to "Power Supply" for additional information, as well as Notes 15 and 16 to the Financial
Statements.

During 2007, about 95% of PPL Electric's operating revenues were derived from regulated electricity delivery and supply as a PLR. About 5%
0f 2007 operating revenues were from wholesale sales, primarily the sale to PPL EnergyPlus of power purchased from NUGs. During 2007,
about 43% of electricity delivery and PLR revenues were from residential customers, 37% from commercial customers, 19% from industrial
customers and 1% from other customer classes.

PPL Electric's transmission facilities are operated as part of PJM, which operates the electric transmission network and electric energy market in
the mid-Atlantic and Midwest regions of the U.S. Bulk electricity is transmitted to wholesale users throughout a geographic area including all or
part of Delaware, Iilinois, Indiana, Kentucky, Maryland, Michigan, New Jersey, North Carolina, Ohio, Pennsylvania, Tennessee, Virginia, West
Virginia and the District of Columbia. As of January 1, 2006, PPL Electric became a member of the RFC. The purpose of the RFC is to
preserve and enhance electric service reliability and security for the interconnected electric systems within its territory and to be-a regional entity
under the framework of the NERC. The RFC's key functions are the development of regional standards for reliable planning.and operation of
the bulk electric system and non-discriminatory compliance monitoring and enforcement of both NERC and regional standards.

PIM serves as a FERC-approved RTO in order to accommodate greater competition and broader participation in the region. An RTO, like an
ISO, is a designation provided by the FERC to a FERC-approved independent entity that operates the transmission system and typically
administers a competitive power market. PTM also administers regional markets for energy, capacity and ancillary services. A primary purpose
of the RTO/ISO is to separate the operation of, and access to, the transmission grid from market participants that buy or sell electricity in the
same markets. Electric utilities continue to own the transmission assets, but the RTO/ISO directs the control and operation of the transmission
facilities. PPL Electric is entitled to fully recover from retail customers the charges that it pays to PIM for transmission-related services. PJM
imposes these charges pursuant to its FERC-approved Open Access Transmission Tariff.

PPL Electric is subject to regulation as a public utility by the PUC, and certain of its activities are subject to the jurisdiction of the FERC under
the Federal Power Act.

PPL Electric also is subject to the jurisdiction of certain federal, regional, state and local regulatory agencies with respect to land use and other
environmental matters. Certain operations of PPL Electric are subject to the Occupational Safety and Health Act of 1970 and comparable state
statutes.

In November 2004, Pennsylvania enacted the Alternative Energy Portfolio Standards legislation, which requires electric distribution companies,
such as PPL Electric, and electric generation suppliers serving retail load to ultimately provide 18% of the electricity sold to retail customers in
Pennsylvania from alternative sources within 15 years (by 2020). Under this new state legislation, alternative sources include hydro, wind, solar,
waste coal, landfill methane and fuel cells. An electric distribution company will pay an altemative compliance payment of $45 for each MWh
that it is short of its required alternative energy supply percentage. Since PPL Electric's PLR generation rates are capped through 2009 as
described above and the legislation allows for a cost recovery exemption period, PPL Electric will not be subject to the requirements of this
legislation until 2010. In that year, PPL Electric will have to supply about 9% of the total amount of electricity it delivers to its PLR customers
from alternative energy sources. At this time, PPL Electric cannot predict the impact of this legislation on its future results of operations because
the impact will depend on a number of factors that will not be known until 2010, including customer load requirements, PLR contract terms and
available alternative energy sources in the market.

In February 2007, the Govemnor of Pennsylvania announced an Energy Independence Strategy (Strategy). The Strategy included initiatives
aimed at encouraging the development of energy conservation, energy management and alternative energy resources and proposed the creation
of an $850 million Energy Independence Fund (Fund) to support the Strategy objectives through rebates, grants and loans to qualifying
programs. The Fund would be capitalized with revenue bonds and financed through a non-bypassable charge on retail electric bills. The
Strategy also included three initiatives to address PLR issues, such as a proposal to phase-in over three years any initial generation rate increase
approved by the PUC and a requirement that PLR providers obtain a "least cost portfolio” of supply by purchasing power in the spot market and
through contracts of varying lengths. Additionally, providers would be required to procure energy conservation resources before acquiring

325




additional power to meet load growth. In addition, PLR providers could enter into long-term contracts with large energy users and alternative
energy developers. A special legislative session on energy issues began in September 2007 and is continuing in 2008. The announcement of this
Strategy and the special legislative session are the first steps in an expected long legislative process involving all of the affected stakeholders. In
2007 and 2008, numerous bills have been introduced on issues incorporated in or related to those addressed by the Strategy, including demand-
side management measures. It is uncertain at this time whether the details of implementing the Strategy, including the issues of deferral of costs
and recovery of interest for the customer rate phase-in program and the timing of PUC approval for PLR supply portfolios, will be included in
legislation or delegated to the PUC. At this time, PPL cannot predict the final outcome of this legislative and regulatory process or its ultimate
impact. See PPL's "Results of Operations - Segment Results - Pennsylvania Delivery Segment - 2008 Outlook" in Item 7, "Management's
Discussion and Analysis of Financial Condition and Results of Operations," for additional information regarding PPL Electric's efforts to

provide default electricity supply for periods after 2009.

PPL Gas Utilities

PPL Gas Utilities was formed in 1946, and PPL acquired it in 1998. PPL Gas Utilities operates a natural gas distribution and propane business
in portions of various counties in Pennsylvania, as well as in a small area of Maryland and Delaware, providing natural gas and propane services
to approximately 110,000 customers. PPL Gas Utilities provides natural gas services in Pennsylvania subject to the regulatory jurisdiction of the
PUC. PPL Gas Utilities also provides intrastate and interstate natural gas storage service from storage fields in Pennsylvania. The intrastate
storage service is regulated by the PUC and the interstate storage service is regulated by the FERC. However, under a 1992 FERC Order, rates
for interstate storage services are the rates set by the PUC for intrastate service. The propane delivery service is not subject to the regulatory
jurisdiction of the PUC or the FERC.

In July 2007, PPL completed a review of strategic options for PPL Gas Utilities and announced its intention to sell these businesses. PPL
expects the sale to be completed in the second half of 2008, following execution of a sales agreement and receipt of necessary regulatory
approvals. See Note 10 to the Financial Statements for additional information.

. International Delivery Segment -

Includes WPD, a regulated electricity distribution company in the UK.

WPD, through indirect wholly-owned subsidiaries, operates two electric distribution companies that together serve approximately 2.6 million
end-users in the UK. WPD (South West) serves 1.5 million customers from Bristol to Bath in a 5,560 square mile area of southwest
England. WPD (South Wales) serves an area of Wales opposite the Bristol Channel from WPD (South West)'s territory. Its 1.1.million
customers occupy 4,550 square miles of Wales.

PPL Global had controlling interests in electric transmission and distribution companies serving customers in Chile, El Salvador and Bolivia
until their respective sales in 2007. In March 2007, PPL completed a review of strategic options for its Latin American businesses and
announced its intention to sell them. In May 2007, PPL completed the sale of its El Salvadoran business, DelSur, for $180 million in cash. In
July 2007, PPL sold its Bolivian businesses, Elfec and Integra, to a group organized by local management and employees of the companies. In
November 2007, PPL completed the sale of its entire interest in its Chilean business, Emel, for $660 million in cash. These Latin American
businesses had served approximately 1.1 million customers. See Note 10 to the Financial Statements for additional information on these sales.

Seasonality

Demand for and market prices of electricity are affected by weather. As a result, PPL's overall operating results in the future may fluctuate
substantially on a seasonal basis, especially when more severe weather conditions such as heat waves or winter storms make such fluctuations
more pronounced. The pattern of this fluctuation may change depending on the nature and location of the facilities PPL owns and the terms of
the contracts to purchase or sell electricity.

FINANCIAL CONDITION

See PPL's, PPL Energy Supply's and PPL Electric's "Item 7. Management's Discussion and Analysis of Financial Condition and Results of
Operations" for this information.

CAPITAL EXPENDITURE REQUIREMENTS

See "Financial Condition - Liquidity and Capital Resources" in PPL's, PPL Energy Supply's and PPL Electric's "Item 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations" for information concerning estimated capital expenditure
requirements for the years 2008-2012. See Note 15 to the Financial Statements for additional information concerning expected capital
expenditures for environmental matters.

COMPETITION

The unregulated businesses and markets in which PPL and its subsidiaries participate are highly competitive. Over the last 15 years, there has
been increased competition in U.S. energy markets because of federal and state deregulation initiatives. For instance, in 1992, the Energy Act
amended the Federal Power Act to provide open access to electric transmission systems for wholesale transactions. In 1996, the Customer
Choice Act was enacted in Pennsylvania to restructure the state's electric utility industry to create a competitive market for electricity
generation. Certain other states in which PPL's subsidiaries operate have also adopted "customer choice” plans to allow customers to choose
their electricity supplier. PPL and its subsidiaries believe that competition in deregulated energy markets will continue to be intense. See "Item
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IA. Risk Factors" for more information concerning the risks PPL faces with respect to competition in the deregulated energy markets.

Pursuant to PPL Electric's authorizations from the Commonwealth of Pennsylvania and the PUC, PPL Electric operates a regulated distribution
monopoly in its service area. Accordingly, PPL Electric does not face competition in its distribution business. Although WPD operates in non-

exclusive concession areas in the U.K., it currently faces little or no competition with respect to residential customers. See "Franchises and
Licenses" for more information.

POWER SUPPLY

PPL Generation's system capacity (winter rating) at December 31, 2007 was 11,418 MW. The capacity of generating units is based upon a
number of factors, including the operating experience and physical condition of the units, and may be revised periodically to reflect changed
circumstances. See "Item 2. Properties” for a description of PPL Generation's plants at December 31, 2007.

During 2007, PPL Generation's plants generated the following amounts of electricity.

State Millions of kWh
Pennsylvania 44,032
Montana 8,441
Illinois 332
Maine 326
Connecticut 278
New York 232
Total 53,641

This generation represented a 2% increase above the output for 2006. Of this generation, 56% of the energy was generated by coal-fired
stations, 31% from nuclear operations at the Susquehanna station, 8% from hydroelectric stations and 5% from oil/gas-fired stations.

PPL estimates that, on average, approximately 91% of its expected annual generation output for the period 2008 through 2009 will be used to
meet:

e PPL EnergyPlus' obligation under two contracts to provide electricity for PPL Electric to satisfy its PLR obligation under the Customer
Choice Act through 2009;

o PPL EnergyPlus' obligation under contracts to provide electricity to NorthWestern; and

e contractual sales to other counterparties for terms of various lengths.

PPL has started to and will continue to enter into new power sales contracts over the next few years to obtain firm commitments for a portion of
the output of its generating facilities, in advance of the expiration of the PLR contracts. PPL has already entered into commitments of varying
quantities and terms for the years 2010 and beyond. Based on developments in the wholesale markets over the last several years, PPL expects
that new baseload output contracts are likely to continue to be of a shorter duration than the PLR contracts which, at inception, had terms of
approximately nine years.

These contractual arrangements are consistent with, and are integral to, PPL's supply business strategy to capture profits while managing
exposure to adverse movements in energy and fuel prices and counterparty credit risk. This strategy includes matching PPL's anticipated energy
supply (including generation as well as purchase commitments) with load, or customer demand, under contracts of varying lengths with
creditworthy counterparties. See Note 15 to the Financial Statements for more information regarding PPL's wholesale energy commitments and
Note 16 for more information regarding the PLR contracts.

A subsidiary of PPL Energy Supply funds, develops, constructs, owns and operates plants that produce renewable energy. PPL EnergyPlus
markets the energy produced by these plants and renewable energy credits to commercial, industrial and institutional customers.

Another subsidiary of PPL Energy Supply has existing projects throughout Pennsylvania, New York, New Jersey and Connecticut, with capacity
of approximately 23 MW. During 2007, these projects generated 44 million kWh. PPL EnergyPlus purchases the output from two wind farms
in Pennsylvania with a combined capacity of 50 MW. A subsidiary of PPL Energy Supply plans to invest at least $100 million in new renewable
projects through 2011. In addition, PPL Generation is planning to expand by 156 MW the renewable energy provided by hydroelectric

facilities. The cost of this expansion is expected to be $544 million.

FUEL SUPPLY

Coal and Synthetic Fuel

Pennsylvania

Through December 31, 2007, PPL Coal Supply, LLC (PPL Coal Supply) provided coal to Iris Energy LLC (Iris Energy) for the production of
synthetic fuel. In 2007, synthetic fuel from Iris Energy provided 66% of the fuel requirements for three Pennsylvania power plants operated by
PPL Generation. The contract to provide coal to Iris Energy and the contract for Iris Energy to supply synthetic fuel to PPL Generation, along
with the IRS synthetic fuel tax credit program, terminated on December 31, 2007. As part of that termination, PPL purchased Iris Energy's
membership mterest in PPL Coal Supply for $7 million. PPL Generation's coal supply costs are expected to increase by approximately $20

327




million in 2008 as a result of the synthetic fuel supply contract ending.

Effective December 31, 2007, PPL Coal Supply, which provided the balance of the Pennsylvania plants' coal requirements, was merged into PPL
Generation. PPL Generation, by and through its agent PPL EnergyPlus, actively manages PPL's coal requirements by purchasing coal
principally from mines located in central and northern Appalachia.

During 2007, PPL Coal Supply purchased about 92% of the coal delivered to PPL Generation's wholly-owned Pennsylvania stations under short-
term and long-term contracts and obtained 8% through spot market purchases. These contracts provided PPL Generation about 7.0 million tons
of coal. Contracts currently in place are expected to provide approximately 7.3 million tons in 2008. At December 31, 2007, the wholly-owned

Pennsylvania plants had sufficient supply for about 31 days of operations. The amount of coal in inventory varies from time to time depending
on market conditions and plant operations.

In 2006, PPL Generation, by and through its agent PPL EnergyPlus, entered into a long-term coal purchase agreement with CONSOL Energy
Inc. The contract will provide more than one-third of PPL Generation's projected annual coal needs for the Pennsylvania power plants from

2010 through 2018. PPL Generation has other contracts that, in total, will provide additional coal supply for PPL's projected annual needs from
2008 through 2012.

Also at December 31, 2007, a PPL Generation subsidiary owned a 12.34% interest in the Keystone station and a 16.25% interest in the
Conemaugh station. The owners of the Keystone station had a long-term contract with a synthetic fuel supplier, which terminated at the end of
2007, and provided 4.4 million tons in 2007. The Keystone station contracts with Keystone Fuels, LLC for the balance of its requirements. The
owners of the Conemaugh station also had a long-term contract with a synthetic fuel supplier, which terminated at the end of 2007 and provided
2.6 million tons in 2007. The balance of the Conemaugh station requirements is purchased under contract from Conemaugh Fuels, LLC. PPL's

share of Keystone and Conemaugh coal supply costs are expected to increase by $4 million in 2008 due to termination of the synthetic fuel
contracts.

Initial deliveries of limestone in preparation for startup of the scrubbers being installed at the Montour power plant began in October

2007. Contracts are in place for all the limestone requirements for the four planned scrubbers at PPL Generation's wholly-owned Pennsylvania
stations for 2008 through 2010. When all four scrubbers are fully operational, it is projected that annual limestone requirements will be
approximately 700,000 tons.

Montana

PPL Montana has a 50% leasehold interest in Colstrip Units 1 and 2, and a 30% leasehold interest in Colstrip Unit 3. PPL Montana, along with
the other owners, is party to contracts to purchase 100% of its coal requirements with defined quality characteristics and specifications. The
current coal supply contract for Units 1 and 2 is in effect through December 31, 2009. In 2007, PPL Montana entered into 2 new long-term
purchase and supply agreement with the current supplier for Units 1 and 2 that will begin January 1, 2010. The new contract will provide these
units with 100% of the coal requirements through December 31, 2014, and at least 85% of such requirements from January 1, 2015 through

December 31, 2019. The coal supply contract for Unit 3 is in effect through December 31, 2019, and will provide 100% of the coal requirements
of this unit.

Coal supply contracts are in place to purchase low-sulfur coal with defined quality characteristics and specifications for PPL Montana's Corette
station. The contracts supplied 100% of the plant coal requirements in 2007. Similar contracts are currently in place to supply 100% of the
expected coal requirements through 2010.

Qi) and Natural Gas

PPL Generation's Martins Creek Units 3 and 4 bum both oil and natural gas. PPL EnergyPlus is responsible for procuring the oil and natural gas
supply for all PPL Generation operations. During 2007, 100% of the physical oil and gas requirements for the Martins Creek units were
purchased on the spot market. As of December 31, 2007, PPL EnergyPlus had no long-term agreements for these oil requirements.

As of December 31, 2007, there were no long-term delivery or supply agreements to purchase natural gas for the University Park facility.

PPL EnergyPlus has a long-term contract for approximately 40% of the expected pipeline transportation requirements of the Wallingford facility,
but has no long-term supply agreement to purchase natural gas.

PPL EnergyPlus has a short-term and long-term gas transportation contract in place for approximately 30% of the maximum daily requirements
of the Lower Mt. Bethel facility, but has no long-term supply agreement to purchase natural gas.

Nuclear

The nuclear fuel cycle consists of several material and service components: the mining and milling of uranium ore to produce uranium
concentrates; the conversion of these concentrates into uranium hexafluoride, a gas component; the enrichment of the hexafluoride gas; the
fabrication of fuel assemblies for insertion and use in the reactor core; and the temporary storage and final disposal of spent nuclear fuel.

PPL Susquehanna has a portfolio of supply contracts, with varying expiration dates, for nuclear fuel materials and services. These contracts are

expected to provide sufficient fuel to permit Unit 1 to operate into the first quarter of 2012 and Unit 2 to operate into the first quarter of
2013. PPL Susquehanna anticipates entering into additional contracts to ensure continued operation of the nuclear units.
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Federal law requires the federal government to provide for the permanent disposal of commercial spent nuclear fuel. Under the Nuclear Waste
Policy Act (NWPA), the DOE initiated an analysis of a site in Nevada for a permanent nuclear waste repository. There is no definitive date by
which this repository will be operational. As a result, it was necessary to expand Susquehanna's on-site spent fuel storage capacity. To support
this expansion, PPL Susquehanna contracted for the design and construction of a spent fuel storage facility employing dry cask fuel storage
technology. The facility is modular, so that additional storage capacity can be added as needed. The facility began receiving spent nuclear fue]
m 1999. PPL Susquehanna estimates that there is sufficient storage capacity in the spent nuclear fuel pools and the on-site spent fuel storage
facility at Susquehanna to accommodate spent fuel discharged through approximately 2017, under current operating conditions. If necessary, the
on-site spent fuel storage facility can be expanded, assuming appropriate regulatory approvals are obtained, such that, together, the spent fuel

pools and the expanded dry fuel storage facility will accommodate all of the spent fuel expected to be discharged through the current licensed
life of the plant.

In 2002, President Bush approved the Congressional override of a veto by the State of Nevada, designating Yucca Mountain, Nevada, as the site
for development of a permanent repository for high-level radioactive waste. The next step is for the DOE to submit a license application to the
NRC to build and then operate the Yucca Mountain repository. The DOE currently plans to submit a license application by the end of 2008.

In 1996, the U.S. Court of Appeals for the District of Columbia Circuit ruled that the NWPA imposed on the DOE an unconditional obligation to
begin accepting spent nuclear fuel on or before January 31, 1998. In 1997, the Court ruled that the contracts between the utilities and the DOE
provide a potentially adequate remedy if the DOE failed to begin accepting spent nuclear fuel by January 31, 1998. The DOE did not, in fact,
begin to accept spent nuclear fuet on that date. The DOE continues to contest claims that its breach of contract resulted in recoverable

damages. In January 2004, PPL Susquehanna filed suit in the U.S. Court of Federal Claims for unspecified damages suffered as a result of the
DOE's breach of its contract to accept and dispose of spent nuclear fuel. PPL cannot predict the outcome of these proceedings.

PROVIDER OF LAST RESORT SUPPLY

The Customer Choice Act requires electricity delivery companies, like PPL Electric, to act as a PLR of electricity and provides that electricity
supply costs will be recovered by such companies pursuant to regulations to be established by the PUC. In May 2007, the PUC approved PPL
Electric's plan to procure default electricity supply in 2010 -- after its current supply agreements with PPL EnergyPlus expire -- for retail
customers who do not choose an alternative competitive supplier. Pursuant to this plan, PPL Electric has completed two of six competitive
supply solicitations and has contracted for one-third of the 2010 electricity supply it expects to need for residential, small commercial and smal}
industrial customers. See PPL's "Results of Operations - Segment Results - Pennsylvania Delivery Segment - 2008 Outlook" in Item 7, -
"Management's Discussion and Analysis of Financial Condition and Results of Operations," for additional information regarding PPL Electric's
efforts to provide default electricity supply for periods after 2009.

ENVIRONMENTAL MATTERS

Certain PPL subsidiaries, including PPL Electric and PPL Generation subsidiaries, are subject to certain present and developing federal,
regional, state and local laws and regulations with respect to air and water quality, land use and other environmental matters. See PPL's and PPL
Energy Supply's "Financial Condition - Liquidity and Capital Resources" in "Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations” for information concerning environmental expenditures during 2007 and estimated expenditures during
2008-2012. Certain environmental laws, regulations and developments that may have a substantial impact on PPL are discussed below. See
"Environmental Matters" in Note 15 to the Financial Statements for information regarding these laws and regulations and the status of PPL's and
its subsidiaries compliance and remediation activities, as well as legal and regulatory proceedings involving PPL and its subsidiaries.

Air

The Clean Air Act includes, among other things, provisions that: (a) restrict the construction of, and revise the performance standards for, new
and substantially modified coal-fired and oil-fired generating stations; and (b) authorize the EPA to impose substantial per day noncompliance
penalties for each facility found to be in violation of the requirements of an applicable state implementation plan. State agencies administer the
EPA's air quality regulations through state implementation plans and have concurrent authority to impose penalties for noncompliance.

In 2005, the EPA finalized its Clean Air Interstate Rule (CAIR) requiring substantial reductions for sulfur dioxide and nitrogen oxides emissions
in 28 midwestern and easter states, including Pennsylvania. Pursuant to a separate rule finalized in 2005, the EPA also required mercury
reductions nationwide. However, a federal appeals court has negated the EPA mercury rule. The ruling is not expected to affect PPL's current
plans to comply with state regulations in Pennsylvania and Montana. PPL continues to review the federal court opinion to determine whether it
has any effect on state regulations in the long term.

Global Climate Change

There is a growing concern nationally and intemationally about global climate change and the contribution of greenhouse gas emissions
including, most significantly, carbon dioxide. This concern has led to increased federal legislativé proposals, actions at state or local levels, as
well as litigation relating to greenhouse gas emissions, including an April 2007 U.S. Supreme Court decision holding that the EPA has the
authority to regulate greenhouse gas emissions from new motor vehicles under the Clean Air Act. The EPA has also agreed, following this
decision, to a remand of New Source Performance Standards (NSPS) applicable to stationary sources to reconsider its approach to including
greenhouse gases under such rules. If the EPA concludes greenhouse gases from motor vehicles pose an endangerment to public health or
welfare, this could lead to regulation of stationary source carbon dioxide emissions. The EPA might also proceed directly under the NSPS to
regulate greenhouse gases from stationary sources. Also, increased pressure for carbon dioxide emissions reduction is being initiated by investor
and environmental organizations and the international community. In addition, 2 nuisance claim brought by a number of states against other
large electric generating companies was dismissed by a federal district court in New York but remains pending on appeal in the U.S. Court of
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Appeals for the Second Circuit.

PPL believes that the regulation of greenhouse gas emissions may have a material impact on its capital expenditures and operations, but the costs
are not now determinable. PPL also cannot predict the impact that any pending or future federal or state legislation regarding more stringent
environmental standards could have on PPL or its subsidiaries.

Water

To implement the requirements of the Federal Water Pollution Control Act of 1972, as amended by the Clean Water Act of 1977 and the Water
Quality Act of 1987, the EPA has adopted regulations on effluent standards for steam electric stations. The states administer the EPA's effluent
standards through state laws and regulations relating to, among other things, effluent discharges and water quality. The standards adopted by the
EPA pursuant to the Clean Water Act may have a significant impact on existing facilities of certain PPL subsidiaries, depending on the states'
interpretation and future amendments to regulations. The EPA plans to finalize the 2008 Effluent Guidelines Plan by August 2008, in which the
EPA will make a decision about whether to revise the steam electric effluent guidelines. The EPA is presently conducting a sampling study of
industry discharges to obtain information needed to make that decision.

As aresult of a U.S. Court of Appeals for the Second Circuit decision in January 2007, the EPA has withdrawn and is revising its rules for
reducing the adverse impact to aquatic organisms during operation of cooling water intakes at existing facilities. While the EPA revises the rule,
some states are moving forward to independently implement this section of the Clean Water Act. Changes the EPA will make to the rule in
accordance with this decision and the actions of states will likely result in requirements to install technologies to reduce the impact to aquatic
life. The cost of these technologies is not now determinable but could be significant.

Pursuant to the Surface Mining and Reclamation Act of 1977, the OSM has adopted effluent guidelines which are applicable to PPL subsidiaries
as a result of their past coal mining and coal processing activities. The EPA and the OSM limitations, guidelines and standards also are enforced
through the issuance of NPDES permits. In accordance with the provisions of the Clean Water Act and the Reclamation Act of 1977, the EPA
and the OSM have authorized the states to implement the NPDES program. Compliance with applicable water quality standards is assured by
state imposition of NPDES permit conditions and requirements to address acid mine drainage.

Solid and Hazardous Waste

The provisions of Superfund authorize the EPA to require past and present owners of contaminated sites and generators of any hazardous
substance found at a site to clean-up the site or pay the EPA or the state for the costs of clean-up. The generators and past owners can be liable
even if the generator contributed only a minute portion of the hazardous substances at the site. Present owners can be liable even if they
contributed no hazardous substances to the site.

State laws such as the Pennsylvania and Montana Superfund statutes and the Pennsylvania Solid Waste Management Act also give state agencies
broad authority to identify contaminated sites or sites with waste that has been improperly disposed of, and to order owners or responsible parties
to clean-up the sites. If responsible parties cannot or will not perform the clean-up, the agency can hire contractors to clean-up the sites and then
require reimbursement from the responsible parties after the clean-up is completed. Another Pennsylvania statute, the Land Recycling and
Environmental Remediation Standards, encourages voluntary clean-ups by allowing responsible parties to choose from a menu of clean-up
standards and providing liability protection commensurate with the clean-up standard chosen.

Furthermore, the EPA and several states, including Montana, are considering establishing regulations that could impact the disposal and
management of coal combustion products including ash and scrubber wastes and other by-products. PPL cannot predict at this time what impact,
if any, such regulations would have on its operating facilities.

Certain federal and state statutes, including federal and state Superfund statutes, also impose liability on the responsible parties for the lost value
of damaged natural resources.

Low-ILevel Radioactive Waste

Under federal law, each state is responsible for the disposal of low-level radioactive waste generated in that state. States may join in regional
compacts to jointly fulfill their responsibilities. The states of Pennsylvania, Maryland, Delaware and West Virginia are members of the
Appalachian States Low-Level Radioactive Waste Compact. Efforts to develop a regional disposal facility in Pennsylvania were suspended by
the Pennsylvania DEP in 1998. The Commonwealth retains the legal authority and may be required to resume the siting process should it be
necessary. Low-level radioactive waste resulting from the operation of the Susquehanna facility is currently being sent to independently
operated facilities in Barnwell, South Carolina, and Clive, Utah for disposal. In the event these or other emergent disposal options become
unavailable or are no longer cost-effective, low-level radioactive waste will be stored on-site at Susquehanna, in a facility licensed for that
purpose by the NRC. The Barnwell facility has announced that it will stop receiving waste from most states, including Pennsylvania, in June
2008. Beginning at that time, PPL will send most of its low-level radioactive waste to the Clive, Utah facility and the remainder will be stored at
the Susquehanna storage facility. PPL Susquehanna cannot predict the future availability of independently operated low-level waste disposal
facilities or the cost of disposal at such facilities. PPL believes that its licensed storage facility located at Susquehanna is sufficient for the
foreseeable future to replace the portion of storage capability at the Bamwell facility that will not be shifted to Clive, Utah.

Electric and Magnetic Fields

Concerns have been expressed by some members of the public regarding potential health effects of power frequency EMFs, which are emitted
by all devices carrying electricity, including electric transmission and distribution lines and substation equipment. Government officials in the
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U.S. and the U.K. have reviewed this issue. The U.S. National Institute of Environmental Health Sciences concluded in 2002 that, for most
health outcomes, there is no evidence that EMFs cause adverse effects. The agency further noted that there is some epidemiological evidence of
an association with childhood leukemia, but that the evidence is difficult to interpret without supporting laboratory evidence. The U.K. National
Radiological Protection Board (part of the U.K. Health Protection Agency) concluded in 2004 that, while the research on EMFs does not provide
a basis to find that EMFs cause any illness, there is a basis to consider precautionary measures beyond existing exposure guidelines. In April
2007, the Stakeholder Group on Extremely Low Frequency EMF, set up by the U.K. Government, issued its interim assessment, which describes
a number of options for reducing public exposure to EMFs. This assessment is being considered by the U.K. Government. PPL and its
subsidiaries believe the current efforts to determine whether EMFs cause adverse health effects should continue and are taking steps to reduce
EMFs, where practical, in the design of new transmission and distribution facilities. PPL and its subsidiaries are unable to predict what effect, if

any, the EMF issue might have on their operations and facilities either in the U.S. or the U.K., and the associated cost, or what, if any, liabilities
they might incur related to the EMF issue.

General

PPL and 1ts subsidiaries are unable to predict the ultimate effect of evolving environmental laws and regulations upon their existing and
proposed facilities and operations. In complying with statutes, regulations and actions by regulatory bodies involving environmental matters,
including the areas of water and air quality, hazardous and solid waste handling and disposal and toxic substances, PPL's subsidiaries may be
required to modify, replace or cease operating certain of their facilities. PPL's subsidiaries may also incur significant capital expenditures and
operating expenses in amounts which are not now determinable, but could be significant.

FRANCHISES AND LICENSES

PPL Electric is authorized to provide electric public utility service throughout its service area as a result of grants by the Commonwealth of
Pennsylvania in corporate charters to PPL Electric and companies to which it has succeeded and as a result of certification by the PUC. PPL
Electric is granted the right to enter the streets and highways by the Commonwealth subject to certain conditions. In general, such conditions

have been met by ordinance, resolution, permit, acquiescence or other action by an appropriate local political subdivision or agency of the
Commonwealth.

See "Background - Supply Segment" for a discussion of PPL EnergyPlus' licenses in various states. PPL EnergyPlus also has an export license
from the DOE to sell capacity and/or energy to electric utilities in Canada.

PPL Susquehanna operates Units 1 and 2 pursuant to NRC operating licenses. In September 2006, PPL Susquehanna applied to the NRC for 20-
year license renewals for each of the Susquehanna units to extend their expiration dates, from 2022 to 2042 for Unit 1 and from 2024 to 2044 for
Unit 2. PPL cannot predict whether or when NRC approval will be obtained.

In December 2007, PPL announced that PPL Susquehanna will ask the NRC to approve 2 COLA for a new nuclear generating unit to be built
adjacent to the Susquehanna plant. See Note 9 to Financial Statements for additional information.

PPL Holtwood operates the Holtwood hydroelectric generating station pursuant to a license renewed by the FERC in 1980 and expiring in
2014. PPL Holtwood operates the Wallenpaupack hydroelectric generating station pursuant to a license renewed by the FERC in 2005 and
expiring in 2044. PPL Holtwood also owns one-third of the capital stock of Safe Harbor Water Power Corporation (Safe Harbor), which holds a
project license that extends the operation of its hydroelectric generating station until 2030. The total capacity of the Safe Harbor generating
station is 420 MW, and PPL Holtwood is entitled by contract to one-third of the total capacity.

In December 2007, PPL asked the FERC for permission to expand its Holtwood plant by 125 MW. See Note 9 to the Financial Statements for
additional information.

The 11 hydroelectric facilities and one storage reservoir purchased from Montana Power in 1999 are licensed by the FERC. These licenses
expire periodically, and the generating facilities must be relicensed at such times. The current FERC license for the Mystic facility expires in
2009; the Thompson Falls and Kerr licenses expire in 2025 and 2035, respectively; and the licenses for the nine Missouri-Madison facilities
expire in 2040. In December 2007, the FERC issued a new license for the Mystic facility for a 40-year term, effective J anuary 1, 2010.

In connection with the relicensing of these generation facilities, the FERC may, under applicable law, relicense the original licensee or license a
new licensee, or the U.S. government may take over the facility. If the original licensee is not relicensed, it is compensated for its net investment
in the facility, not to exceed the fair value of the property taken, plus reasonable damages to other property affected by the lack of relicensing.

WPD is located in the U.K. and is authorized by the U.X. government to provide electric distribution services within its concession areas and
service territories, subject to certain conditions and obligations. For instance, WPD is subject to governmental regulation of the prices it can

charge and the quality of service it must provide, and WPD can be fined or even have its licenses revoked if it does not meet the mandated
standard of service.

WPD operates under distribution licenses granted, and price controls set, by Ofgem. The price control formula that governs WPD's allowed

revenue is normally determined every five years. The most recent review was completed in late-2004, and new prices became effective April 1,
2005.

EMPLOYEE RELATIONS

As of December 31, 2007, PPL and its subsidiaries had the following full-time employees.
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PPL Energy Supply

(a) Includes union employees of mechanical contracting subsidiaries, whose number tends to fluctuate due to the nature of this business.

Approximately 61%, or 5,339, of PPL's domestic workforce are members of labor unions, with four IBEW locals representing 3,643

employees. The other unions primarily represent employees of the mechanical contractors and gas utility employees in Pennsylvania. The
bargaining agreement with the largest union was negotiated in May 2006 and expires in May 2010. Nine four-year contracts with smaller gas
utility locals in Pennsylvania were negotiated in 2007. In June 2004, the IBEW representing 245 employees at the Montana Colstrip power plant
approved a four-year labor agreement expiring in June 2008. In January 2008, a four-year contract expiring in April 2012 was negotiated with
an IBEW local in Montana that represents 86 employees at the hydroelectric plants and at the Corette plant.

Approximately 84%, or 1,953, of PPL's international workforce are members of labor unions. WPD recognizes five unions, the largest of which
represents 37% of union members. WPD's Electricity Business Agreement covers 1,897 union employees; it may be amended by agreement
between WPD and the unions and is terminable with 12 months notice by either side.

AVAILABLE INFORMATION

PPL's Internet Web site is www.pplweb.com. On the Investor Center page of that Web site, PPL provides access to all SEC filings of PPL
registrants free of charge, as soon as reasonably practicable after filing with the SEC. Additionally, PPL registrants’ filings are available at the

SEC's Web site (www.sec.gov) and at the SEC's Public Reference Room at 100 F Street, NE, Washington, DC 20549, or by calling 1-800-SEC-
0330.

ITEM 1A. RISK FACTORS

PPL, PPL Energy Supply and PPL Electric face various risks associated with our businesses. While we have tried to identify below the risks we
currently consider material, these risks are not the only risks tHat we face. Additional risks not presently known to us or that we currently deem
immaterial may also impair our business operations. Our businesses, financial condition, cash flows or results of operations could be materially
adversely affected by any of these risks. In addition, this report also contains forward-looking and other statements that involve a number of
risks and uncertainties. See "Forward-Looking Information," "Item 1. Business,” "Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations" and Note 15 to the Financial Statements for more information concerning the risks described below and for
other risks, uncertainties and factors that could impact our businesses and financial results.

As used in this Item 1A., the terms "we,"” "our" and "us" generally refer to PPL and its consolidated subsidiaries taken as a whole, or to PPL
Energy Supply and its consolidated subsidiaries taken as a whole within the Supply and Intemational Delivery segment discussions, or PPL
Electric and PPL Gas Utilities and their consolidated subsidiaries taken as a whole within the Pennsylvania Delivery segment discussion.

Risks Related to Supply Segment
(PPL and PPL Energy Supply )

Adverse changes in commodity prices and related costs may decrease our Juture energy margins, which could adversely affect our earnings
and cash flows.

Our energy margins, or the amount by which our revenues from the sale of power exceed our costs of supplying power, are impacted by changes
in the market prices for electricity, as well as fluctuations in the prices for fuel, fuel transportation, emission allowances, renewable energy
credits, electricity transmission and related congestion charges and other costs. Unlike most other commodities, there is limited ability to store
electric power and it must be consumed at the time of production. As a result, the wholesale market prices for electricity may fluctuate
substantially over relatively short periods of time and can be unpredictable. Among the factors that can influence such prices are:

o demand for electricity and supplies of electricity available from current or new generation resources;

e variable production costs, primarily fuel (and the associated fuel transportation costs) and emission allowance expense, for the generation
resources used to meet the demand for electricity;

transmission capacity and service into, or out of, markets served;

changes in the regulatory framework for wholesale power markets;

liquidity in the wholesale electricity market, as well as general credit worthiness of key participants in the market; and

weather conditions impacting demand for electricity or the facilities necessary to deliver electricity.
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T oy oSt IRISOMN. 30 120 1 317% 30A% | 1% | AP [ %A% [T | 955% | SaA% | T0.0% | I80% e Tax Rel 0%
| Loases, Uncaphiized Arvuatrentais se1.0mi, | 3% |47% | 35% | 5% | 69% | 79% | age | o7 |79% | 79% | 80% | 60% IAFUDCHtoNetProt | 50%
"[’mﬂonAu'é’ﬁ-‘f?jmss_‘1obm',ob||§,$a_$bi||, 44.2% |:651% [ 58.3% 1"60.2% | 56:2% | 59.4% |-57.0% | 57.9% | 52.9% | 57.6% | 55.0% | 525% Long-Term Debt Ratio | 48.5%
T LA LD -464% |"87.8% |¥38.9% |"38.0% | 42.7% [39.7% [420% |41:1% | 462% | 41.1% 44.0% | 47.0% (Common Equily Ratio | .50.5%

£10 Stock $287.0 i, -Pld G0 M, .| 11461 | 72562 | (7887 |"22008 | 23027 | 26571 | 27190 | 25307 | 27961 | 22698 | 24400 | 28550 [Total Capial Smi) | 30400
i icgapers A0 o0 see-| 10637 | 10764 | “14b4o | s1oemt | a0es7 | 2580 | 2716 | 2aou0 | 20982 | 91352 | 24625 | z7oen Net Piant ($mil) 3700
.| Maney Markat Pid. shs’ Excl. pid. due within | year, | 5% | 88% | “50% | 53% | 7% | 65% | 68% | 6.1% | 79% | 85% | 90%| 8.0% [RetumonToiCapl | 8%
| Common Stack 579:037,684 shs. - A3% [ 10.3% | 83% | 8.9% | 12% | 117% | 122% | 9.9% | 129% | 146% | 16.5% | 15.5% [Returnon Shr.Equity | 145%
1 R AT 63% | 120% | 80% | 9.0% | 13.3% | 11.8% |12:3% | 9.9% | 13.1% |.14.9% | 165% | 155% Return on Com Equity €[ 15.0%
+| MARKET CAP: $25 billion (Large Cap) -NMF [ 4.7% [ NMF [ 12% |"63% | A0% | 48% | 1.1% | 56% | 5.0% | 7.5% | .7:0% |Retained to ComEq 7.0%

ELECTRIC OPERATING STATISTICS © NMF | '88% | 108% | -87% | 54% | 67% | 62% | 89% | 58% | "67% | 54%| 55% |AUDi'dstoNetProf | 55%
j‘g enge Retal Sales kW ?g’g 2%03 3&9; ~ BUSINESS: Dominion Resources, inc. {DRI) is 4 hokding company - -fial, 44%;"coinmercial, 30%; industrial, 8%; other, 18%. Generating
i Am{h W 15704 “$6014 16221 | for Virginia Powar, which serves 2.4 million customers in Virginia ‘sources, "07: coal, :85%; nuclear,29%; gas, 6%; oil, 2%; pur-

Ao Indust Reve. per KWH (¢) "NA NA  NA | and northeastern North Carolina: Acquited Consolidated Natural chased, 28%. Fuel costs: 44% of révs. '07 deprec. fate: 4.6%, Has
) wm saier N NA-| Gas (1rilion customers & Ohio, Pennsyvania, & West Viinia) 17,000 ‘mployees. Chaiian: Thos. E. Capps. PreSident & CEO:
*| AniiLoad Fatkr ""NA  NA NA'| 1/00. Nonutilty oeirations include independent power production ThomasF. Farelf I, Inc.: VA. Address: P.O. Box 26532, Richmond,
! %mm&wﬂ) +#1.9 1.7 48 | and gas & oil production. Electric revenue breakdown, '07: residen- VA 23261-6532. Tel.: 804-818-2000. internet: www.dom.com.

Fid Chane Co, (%) 220 293 245 | Dominion Resources’ earnings are: %wo-transmission lines. Finally, the com-
TANNUAL RATES Post  Past Eord 0507 “likely to -wind up much higher -this pany has already begun the licensing. pro-
| oichangepersh)  0Yrs. Sy, to'n'i3 |-year. The company did not fully recover ‘cess with the intent of adding a third unit
j|Revenues * = 50% 7.0% 725% { its fuel ‘costs until mid-2007; unrecovered (1,300-mw) at one of its nuclear stations.
| “Cash Flow” 80% 25% 45% |‘fuel costs hurt net profit by $243 million in ‘Dominion has announced two big as-

Diidedss -~ © ¢ %‘8% ?g%‘; 1%0 the first half of 2007. In .addition, average set sales. The company reached another

BookValue -° 2.0% 15% 85% | shares outstanding are down sharply, and :agreement to sell its gas utilities in Penn-

ok T QUARTERLYREVENVES[SmiE) | Fun ‘interest expense is lower. Dominion sold sylvania and West, Virginia . after a previ-
| endar |Mar31 Jun30 Sep:30 Dec.31| Veer | most of its .oil and gas exploration- and ous sale fell through. It expects the after-
17005 | 4736 3646 4564 5095 | 18041 production assets in 2007 and ;used the fax proceeds to be around $675 million.
12006 | 4951 3548 4016 3067 | 16482 %mceeds to buy back stock and retire debt. -The deal should close in 2009. Dominion
| 2007 {4861 3730 3580 ‘3694 {15674 | We expect profits to rise again in also.sold some natural gas drilling rights,
| 2008 [ 4380 345 3700 3909 7| 15450 | 2009. We assume higher ‘prices from Do- which should net the company $325 mil-
12009 | 4550 3600 3850 4050 {16050 | minion’s fleet of nonregulated generating lion. This transaction should close next
: w_ "I EARNINGS PER SHARE A “Fup | @SSets, an earnings benefit from one fewer month.. Dominion will have a royalty inter-
| endar 1Mar31 Jin30 ‘Sep.30 Dec.31| vear| Yefueling outage at the Millstone nuclear est on these properties. The utility sale
T2 53 49 0?3 750| station, ‘and rate relief at the company’s will be dilutive to earnings; it’s too early to
2006 | 78 3 94 32 | 240)°8as utility in Obio, which is seeking a $73 tell about the drilling rights sale. Initially,
2007 F %9 48 44 51 | 213} million rate increase. A the ‘proceeds will be used to retire short-
{208 401 4 & 70 | 305/ The company has some key projects term debt; subsequently, this will offset
| 2009 | 105 55 95 751 330] inm various stages of development. Vir- -the need for an equity issuance in 2009.
i| ek -] QUARTERLY DMDENDS PAID® 1 | Fun ginia Power has begun construction of a We won't adjust our figures until after the
| onder IMar3) Jun3d Sep30 Dec.3i| Year | 585-megawatt coal-fired plant, at an esti- -deals have closed. .
Foo0s | 303 23 323 33] 130 mated cost of $1.8 billion. The new facility This stock’s yield is about average for
ao05 | 335 335 835 35| 134 should begin commercial operation _in a wutility. Rapid dividend growth _should

2006 | 345 345 345 45| 1.8 2012. In addition, Dominion is expanding produce an above-average (for a utility) 3-
42007 | 355 355 355 3951 146[ its liquéfied natural gas terminal; building to 5-year total return, however.

‘o008 | 395 .395 a 582-mw gas-fired plant; and constructing Paul E. Debbas, CFA August 29, 2008
: 5 3 :'01, ; '03; 't add change in shs. N . due incl. intang. in '07: $8.75/sh. (D) in mill, | Company’s Financial Strei B++

3?%5 04 r(?m;'oss,(?fgf)s;)'og, 3(1426%) 8& ggﬁy ?«dw.d ﬁ)mw&aggm ically ;:i‘de%f mid- gﬁi for spif. (i Hatebass::Nei ori(g.)oosi, ad). Stock's rice Stability nah 100
:21¢; gain (lmes)) from disc. ops.. 104, (3¢); | Mar., June, Sept.,and Dec. » Divid reinvest. | Rate al'd oncom. eq. in '92: 11.4%; eamed on | Price Growth Persistence 65
'05, 1¢; '06, (26¢); ‘07, (1¢). '05 & '07"EPS |plan avail. + Shareholder invest. plan avail. | avg. com. eq., '07: 12.9%. Regul. Climate: Avg.{ Earnings Predictability 65
19:2008, Valie-Liné’Publishing, Inc. Al fighis"reserved. Factual material is obtained from sources bilieved 1o be refiable and is provided without weranties of any kind, .
¥ 'ﬁ‘mmm W RESPONSIBLE HEREM. publcaon subscriber 58l internal use. | To subscribe call 1-800-833-0046.
"ol mbelapmill:sd'.m‘:id MSE% m&mgﬁu form, o:ms for gmim%g any ptirm &?";m"ﬂ% service or pmgag.
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DUKE ENERGY wyse.ou 17,69 3o 13,3 () Eme 0,86 5.3% 157
TMELINESS — L High: [ 21.3] 206 Target Price |
SAFETY 2 News? EGENDS ot tow: | 189) 168 2011 2012 2013
e Price ]
TECHNICAL — fions: 64
BETA NMF (1.00= Market) Btk s s s 48
- ]
IITER) N s
e Gain A — R S 2
2 oy B o i
Insider Decislons 12
ONDJFMANJ
WBy 200200000 8
o 535842828 ' »
institulional Decisions S % YOT,RETURN 7008 |
W W 1008 | percent 15 . Vo
moom o m mIEE BT - e T E
743505 750876 710985 | 1209 ® — T - — 5y e '5“ £
Duke Energy Corporation, in its current- "ton-| 1998 | 1999 | 2000 1_|2002 | 2003 | 2004 | 2005 | 2006 2007 | 2008 [2009 |- ~OYALUE LINE PUB. ING] 17-13
figuration, began trading on January 3, .- -1 .. . T o -] -1 e4a| 1008 10.10] 11.45 |Revenues persh 13.25
2007, the day atter it-spun off its midstream - - - - - - 262| 270 275] 2.85|“CashFiow” persh 325
-gas operations-into ‘a new ny, -Spec- N - - -1 - -] 82| 120| 130 1.35]Eemingspersh A 150
fra Energy (NYSE: SE), ‘o' shareholders.

--{ 8 80| .94|DivdDectdpersh®st| 105

Duke Ene?y shareholders received half a’
‘share of Specira- Energy for each Duke

260 [ 248 405 470 {CapTSpendingpersh | 250 |
| 2077 | 1680 | 17.20| ‘17.65 [BookValuepersh © | 19.00

share held. Data for lhe “old™ Duke Energy

1257.0 | 12620 [1252.00 [1257.00 {Common Shs Outst'g © | 1285.00

2007 3035 2866 3688 3031 112720-
2008 {3337 3200 4084 3350 |14000
2000 13500 3300 4200 3500 114500

"Cal- EARNINGS PER SHARE A 1 Ful

sndar | Mar31 Jun30 Sep.30 Dect] Yesr

“Cal- | GUARTERLY DVIDENDSPAID® =t | Fyn
endar | Mar31 Jun0- Sep.30 Decdt| Vear
-+ DR

00| 22 2 2 2| %

2008 4 2 2 28

are not shown because they-are not .com- - - - - - - - - ~- 1 161 | Bota are |Avg Anfil PIE Raflo 5
parable. el e el el el el e ee| -] 88| vemwelLine  Relative PIE Ratio 95
O B tpors [T T Tan a6 e
‘ 02 m N5 Vrs 0 mill. - . . R . .. .. .- | 406 : T 3uacn |
LT Debt $10083 mill, _ LT interest $625.0 mill N Y 1‘&% 11:723 1:m “m Revonfes () %
Incl. $108.0 i, caphaiizen leases. sl cef eell o-190800 45220 1645 720 [NetProfitimi) . 7.
LT interes eamied: 430 1 -7 - T o [T 2% [ T99% | 33.0% | 33.0% [income Tax Rete T %.0%
1.!Itu.UmphallndAnnualreﬁtals$1210mlll - - .- - e .. e =1 69% | 7.2% | 13.0% | 15.0% AFUDC%IMHM - 9:0%
- - IS0 PR A R 41.0% | 309% (¥35.5% | 38,5% [Long-Term Debt Rtio - | €45%
Penislon Assets-12/07 $4.32 bil, omig $4.30bil. I Y S S O S {590% | BO.1% | 64.5% | 61.5% |Common EquityRatlo | 55.5%
S o] | | AT T =] T - %220 | 30697 | 33600 | 36450 Total Capital (Smik) |~ 43800 |
Phd Stock Nore . ] el eof el el wtad7| 31110 | SA00 | 37225 |NetPlant(Smi) - | 43900 |
Cofmon Stock 12646147744 shs. - - -1 -1 - N | 3% | 60% | 6.0% 6.0% Retum on Total Cap'l 60%
88 of 572008 el e e e el e e ee| 4A% 1 7% | 75%| 75%-RetumonShiEqulty {r8.0%
- R R I I T SR E| |
MARKET CAP: $22 bilion (Large Cop) e B B e s B B e e g
EI.ECTR#COPERA'I'INGSTATISTICS .. .- - - . .. - e | 5% 2% | 69%| 69% llleﬂoNelW ' m
mmsﬂ;m) ,.g_g +5".§ ‘;,%070; ‘BUSINESS DuksEnergy Corpmaﬁonlsahddingeompanyforum- Tésiential, 41%; commsfcial 31%; mdustnal. 20%;. other, 8%.
g U*M"ﬂm +3642 2956 2635 ] tties with-3.9 milion electric cusiomers in North Cdrolina, South ‘Geheraﬁng sources, '07. coal, 63%; nuclear, 30%} pumhased &
ww AUl 1848%; 15”& 1432 Carolina, "Ghio, Indiaréa, ‘and Keritucky, and 500,000 gas customers  other, 7%, Fuel,-gas & petroleum gosts: 47% of revehugs, Has
"Bk Lod, Suere (i) ¥ 17294 16623 1%% in Ohig; Indiana, and 'Kentiucky. Owns indepiendent- power jlants & 23,900 éimploypes. Chairman, President & CEO: James E: Rogers.
Annwal L0ad Fackr 560 580 570 |hasa 1o|m ventiire in real estate. Aoqulved Cinergy 4/06; spun off Inc.: NonlCarolina. Address; 526 South Church St, Charlotie, NC
% Change Customes (249 +#20 +727 +14 | midstrear gas operifions 1/07. Eleciric” rav. breakdown, '07: '28202-1802. Tel.: 704-504-6200. Iriternet: wwwduks-energy.com.
Fted Chare Cov. %) NMF 211 345 | Duke Energy Lias filed an electfic rég- - Each pfoject. is expected to enter commer-
ANNUAL RATES  Past Past Estd2007 | uldtory plan in Ohio, as required ‘under -¢jal operatwnm 2012, -~
of change (per sh) 1OVrs 5¥s.  ©1413 ia‘hew law pertaining to electfic generation Higher earnings are likely in 2008 a.nd
m oo f-'g;g 4 in the state. The plan sts*a price in- 2009. This yéar, Duke's nonregulateéd gen-
Eafings - 2. 459 | treaseof 6.2% in 2009 ‘followed by smaller erating subsidiary. is benefiting from, miore
Dividends - 45% | changes in 2010 and 2011 The increase in favorable conditions, and. its utility -opera-
Book Value -- <= 25% | 2009 (along With a'reduction in dmortiza- ‘tions are benefiting from the end of most
‘cak T WAMERLYHEVNES(SMII.) < puy | tioft) will boost pfetax earrings by ‘$150 of the temporary:rate reductions-that.it
endar llar.:ﬂ Jun.so Sep.so Vnr million next yéar. An order from the Pub- agreed to swallow-as a_.condition of its ac-
2005 o - N B "} lic Utilities Commission of Ohio (PUCO) is quisition of :Cinergy in :2006. Comparisons
2006 -- .- L. 10607 ‘duéby yearend. in the second half of 2008 will be more dif-

4 The “utility réceived a gas tariff hike

.im ‘Ohio, and an électric distribution
rate request is pending. The PUCO ap-
proved a settlemerit ca]]mg for a gas rate
mcréase of $18.2 million (8%). Duke is

1 seeking an -eleétric rate boost of $86 mil-

lion (5 5%). The company did not disclose

1 the return on eqmty and wmmon-eqmty

ratio in either ¢ase. The PUCO's order is
expected in the second of 2009.
Two large g‘eneratmg projects are un-
der construction. Duke -is buildi
800-megawatt coal-fired plant in orth
Carolina at a cost of $2.4 billion and a 630-
mw coal gasification plant in Indiana at a
‘cost of $2.35 billion. These are utility in-
vestments that will be recovered in rates.

ficult, however. Next year, the effects of
rate relief it Ohio should outweigh an in-
crease-in interest éxpense that is resulting
from Duke’s sizable financing‘needs.

We continue to_like this stock for:its
hefty yield, whichis roughly one percent-
age point above the industry average. The
balante sheet is in goed shape, too. Eafii-
ings and dividend growth potentxal to
2011-2013 are solid and should provide in«
vestors with a deceiit (for 4 utility) total
return over that time. Note that the stock
is unrarked for Timeliness due to its short
trading history since the spinoff of its niid-
stream gas assets into a new company
Spectra Energy,in early 2007.

Paul E. Debbas, CFA  August 29, 2008

Next eamings repol Novi
(B) Divds historically pald in :u'iy-Mar eJc.me
Sept, & Dec. = Divd remvestmentplan avgl 1-

mmmsumlsmmﬂu

(A) Dihsted EPS. Excl. loss front disc. ops '07, .'Shareholder investment plan avail.

tangibles. in '07: sseo/ ,4D) In m%L {E) Rate | '04: Indlana, 10.
base: Net orig. cost. R

'08: North arolma, 11% ln'92 South Caro- | age.
RS O b wzn;‘hrm"g:m.m:oomm intsmalou'se Y To subscribe call 1-800-833-0046.
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C) Incl. in- | lina, 12.26%; ln '93 Ohio, 12.9% (electric); in
.3%. Eamed on .avg. common
'07: 64%. R Iatory Climate: Aver-
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EXELON COHP, NYSE-EXC PRCE 73- 3 NTIO.17.3. Median: NMF/ | P/E RATIO 1-12 Yio. 2-8% 159

TIMELINESS 3 Raiseds2308 I ] High:] 355| 351| 285| 333| 449| 57.5| 636| 868| 921 Target Price Range
L ) Low: 269! 184| 189| 230 309 418 511 58.7| 700 2011 12012 20193
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TECHNICAL 2 Reised 81508 dhvided by bt Aats : 160
BETA .85 (1.00=Matks) 'z&é{-1=.¢1ﬁsm 120
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insider Decisions iyl T %
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TR = et e e LI
Hsiw) 452258 442191 434572 waded & T T . Sy 2174 se6_|
Exelon Corp. was formed on October 20, | 1998 {1999 2000 | 2001 | 2002 [ 2003 | 2004 | 2005. | 2006 .]:2007 | 2008 |2008 |- VALUELINE PUB. INC/ 11-13
2000 upon a -merger of equals between -] 19401 1175| 2358 | 2313 | 2389 [ 2165 | 2306 | 2037 2862( 2025| 31.00 Revenuespersh ' | 3050
PECO Energy Co.- and Unicom Com. .| ass| 184] s06| sos| s02| sesl et1s| eml 743 77| 786 “Cash Flow” per sh 10.00
(Unicom was ifie holding forCom| --| 16| 13| 220| 240 244 275} a2 a50] 408| 45| 430 |Eemingspersh & 6.00
monwealtti Edison- Co): PECO Energy[ .-} --| -1 911 881 3% 126 | 160 164 182| 202| 210|DivdDecidpersh®e | - 240 |
stockholders received one common share in|™ < -~ 7138 38| 333] 235 289 325 |- 361 405| 480 5.10|Cap'tSpending pefsh i
Exelon for each common share- held.l --| --| 1131) 1282 1197 | 128¢ | 1419} 1370 | 1489 | 1534] 1625| 17.50 Book Vajue per $h.C' 225
Unicom investors: exchanged ‘each. of their [ ~~[ 63020 | 638,01 | 64201 | 64660 | 66200 | 664.20 | 686.00 | 67000 557,00 | 650.00 | 645,00 | Common ShsOuts(g © | 620.00 |
common shares for 875 of an Exelon share [ —--1 -1 24 Ta2| 105 118 [ 130 154| 165| 182 Boldfgfres are Avy Ann'TPIE Retlo 5
and $3.00 in cash. Data in 2000 reflect|” .| .-| 146 €8} 5| & 69f¢ s2| 89| 97| Veuetne Relstive P/ERatio’ 95
PECO Energy and the-addtion of Unicom |  --| --] -] 3t 35% | 34% ] 3% az | 28% ) 25% Avg Ann'I DivdYield™ | 28%
gsof October20th. 2225 | 74900 | 15140 | 14gG5 | 16812 | 14515 | Y6357 | 1665 | 16916 | 19000 20000 [Rovenuesimil): | 2450
CAPITAL STRUCTURE as of 6/30/08 . 12330 | 5900 [ 1465.0 | 15800 | 1641.0 | 18840 | 21620 | 23700 [ 27300 27501 2040 Not Profit ($mill} 3865
I;f;mgwﬁ “'lnm-gninﬂr;ggﬂm{nﬂ. 5% | 366% | BY% | 367% | 32.0% | 27.5% | 04% | 937% | 346% | 36.5% | 37.0% income Tax Rate 0%
Indudéssimmillf};onrecoursetransiﬁor:n&;nﬁ. bl B 5% | 12% | 2% | 1% P | 10% | 16% | 18% | 1.0%| 1.0% |AFUDC% toNetProfit | 1.0% |
(LT ifterest aamed: 6.08) g T{955% | 2% | 503% | 61.2% | 6T.U% | SB.1% | S6.1% | $42% [ 539% | Sask | S20% Long-Term D&t Ratio | 40.5%
Laases, Uncapitslized Annual entals $9.0 mit. | - | 10:1% | 347% | 37.9% | $6.1% 365% | 43.5% | 43.5% { 454% | 45.7% | 44.0% | 47.5% |Common Equity Ratio | 51.0%.
m&Mﬁm%%:&%.ﬁOAm. R -] 20803 | 21719 | 21464 22%.(;73{9’ 21658 | 20972 21071 | 22180 | 23875 24400 {Total Capital ($mif) ° T 20400
U Mk i ol -] too06 | 13742 | 17434 | 21482 | 21981 | 22775 | 24153 | 25825 | 27525 Net Plant ($mili) 33200
ingiudes $87.0 mil, in preferrsd securities of sub- ST | A% | O0% | O4% | 97% | 104% | 121% | 125% | 14T 180% "130% Retumon Total Cepl 5%
Common Stock 557,332,170 shs. | | 7% | 166% | 192% | 19.1% | 194% 235% | 236% 267% | 260% | 24.5% |otum onShr.Equlty | -25.5%

e . - oo | 78% 1 17.2% | 20:4% | 188% | 19.5% | 23.6% 237% | 260% | 26.0% | 24.5% {Retum on Com Equily & 26.0%
MARKET CAP: $48 billion (Lérge Cap) T T8% [ 109% | 12.8% | 11.5% | 107% [ 11.9% | 13.0% “18.3% | 135% | 13.0% Retainedto ComEq " | 16.0%
E&mc opmmés'-rxns“cs ’ .- -1 4%_ 3 43% 38% . 40:% 45% 50% 45% 43% 48% ‘5% QllDiv’dstPM 1 9%
+ Congo el S 0WH): 2005 2006 2007 | BUSINESS: Exclofr Corboralior 1§ @ holding compeny fof Com- mercial & industrial, 17%; other, 9%. Generaling sousces; '07:
Mumllsi W NA~ NA  NA | Monweslth Edison, which serves'8.8 million eléclric custaitiers in Il- nuclear, 74%; othef, 8%; purchased,.20%. Fuel costs:'40% of reve-
g, ndust, v, er KA ), 684 705 834 | linols, and PECO Energy, which sefves 1.6" milin” eléctiic Bnd  nues, '07 depreciation rate: 6.8%. Has 17,800 einployees: Grdifs
mamﬁ . aaiog 33964  NA | 480,000 gas custorhers in-Pénnsylvariia. Marketi' eribrgy in the mah; Presiden{ & CEO: John W. Rowe. Inc. Perifisyivania, Ad:
clerid o P 261 32545 (A | mic-Allanti and Midwed regioris: Elécric revenue breakdown, '07:  dress: 10: South Dearbom St P.O. Box 805338, Chicago, finois
% Change (e w7 +11 NA | residentidl;’47%; smal comméfcial ‘& industrial, 27%; large com- £0680-5398; Tel.:312-394:7398. Inteinel: www.exeloncorp.com:

i Crre o 9 %1 486 516 Although Exelon is havihg a good C(sumnio‘nwea_lthx Edison is asking the
AL m Pan oot Estd 0607 year, We haive: reduced our earnirigs Illifiois regulators for a rate hike.
dchnpecsh) 0¥ S¥m TR estimate for 2009: The coimpany’s: plants Based on the ferms of a partial settlement
Revenues. . ’sow 80% | are performing well, particilarly its fleet with the Tllinois Commerce Commission’s
“Cash Flow™ 2 110% 65% | of 17 nuclear units. Effective hedging hds  staff, the utilily is seeking, an increhse. of
E::undgr%s % 90% | enabled thé company 't lock in amvattrac- $314 million based on a return of 10.75%
Book Value L. T40% g:% tive margin on its power sales. In fact, al- on a cqmmon-eq_u_lty ratio of 45.04%: The

: QUARTERLY REVENUES (S ) most all of the ‘company’s’ expected ‘Power staff and an adminigtrative law judge are
aﬁ:"'f Mar31 Jun.30 Sep. 30 Dec.3t Y‘ﬁ sales for 2008 and-2009 are hedged; ds are’ recommending increases of $269-million
. T over half of its expected -salgs for 2010. and $218 “million, respectively; baséd on.a’

2’?&5‘ %} % ﬁg ggg :5?56551 We're sticking with our 2008 earnings esti- return: of 10.3% on the same common:
w7 | w20 501 502 4554 [18916 ' mate of $4.15 a share,” which would be equity ratio. An order is due in September:
2008 | 4517 sG> 5250 4611 |19000 above éven the company’s stellar showing PECQ Energy has 4 gas rate case
2000 | 4800 4800 5600 4800 |20000 a year earlier. But Exelon’s- hedging ‘stra- ppnpl . The utility is requesting a tariff

; EARNINGS PER SHAREA tegy, while protecting the compatiy’s prof- hike of $98.3 million (11.2%) based on an

Sk | a3t Jun, 3 Sep. 30 Dec.31 Ful | jts in case the power markets turfi unfa- 11:5% return on a.54.34% common-equity
w5 | 7 7 167 6'1 351 vorable, is also limiting its- upside poten-' ratio. A decision. is” die in time for new
2008 s 9 s00 &7 ] 350 tial in the neér term. In addition, Exelon rates fp‘take, effect at the start of 2009... ¢
207 | 101 103 145 84 103 | is facing inflationary pressures:-Thus, our We think this stock is fully valued. Ex:

2008 | 88 113 115 .99 415 grevious share—e’m;ﬂiﬂgs}esﬁma__ of $4.55. elon’s heavy _nucl‘ea.r presence should; pro-

2000 | 1.00 105 120 105 ] 430] for 2009 appears - overly cgitﬁ;iisﬁéa We dué'e‘ﬂn;ugh higher earnings in the long ruh |

QUARTERLY ONDENDS PAD 8= 1 have lowered it by $0.25, to $4.30. as the higher cost of gas and. coal genera-

% Mai3i Jun30 Sep30 Dec3t a’g A big jump in earnings is likely in tion drives market fpm;es upward. But.the

e un. - 2011..That’'s when the electric, customers market is aware of this, and the stock. is

2004 | 215 -%5 f -:g }g‘g of PECO Energy in Pennsylvania are trading within our 2011-2013 Target Price
223'565 :g I A I By scheduled to begin paying market-based Range. Total return potential over that

2007 | 44 YR 176 rates for their power. Exelon is now sup- time is unexceptional.

2008 | 50 %0 ’ | plying that power at a below-market price: Paul E. Debbas, CFA August 29, 2008
A) Dilted earnings. Excludes nonrecurring | eamings fe due late Oclober. (B) Divids 'n mill,, #d]. for spiit, (E) Rate allowed on| Com| 's Financial Strength 7
(ga}ns (Insses:'OE’i; '02, (18¢); 03, (Si.os)g: hiﬁo'r?g:ﬂy m in early Mar., June,ge)pt.,and (c.gn eq. in ILIJn '06: 0.0£5E2/n: eafned on avg. ﬂpcl':'gﬁuStahilﬂy 90~
04, 3¢ net; 05, ($1.85) net; *06, ($1.15); gain | Dec. » Divd reinvestment program available. | com. eq., '07: 26.7%. Regulatory Climate: PA, { Price Growth Persistence 90
from discontinued operations: 07, 2¢. Next | (C) Incl. deferred charges. In '07: $11.74/sh. | Average; IL, Below Average. Earnings Predictability 80
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Institutional Decision:
02007 402007

Percent 15

% TOT. RETURN 7/08

THIS VL ARITH
STOCK. INDEX

o 183 227 shares

1y 248 122

189 210 | traded 5

1041

HH'EMZZ“ZSA 218058 221509
FirstEnergy was formed through the affilia-
tion of Ohio Edison Compariy and Centerior
Energy in November of 1997. Ohio Edison
stockholders' received one share of First-
Energy for every Chio Edison share, and
Centerior stockholders received .52 of a
FirstEnergy share for each- Centerior share.
In November of 2001, FrstEnergy acquired
GPU. GPU holders received $40 in-cash or

1998 |

1999

2001

3y, 628 72
5y 1548 586

2008 | 2009

2472 2118
6.89
2.50

. 150

CVALUELINE PUB, INC|
Revenues per sh )
“Cash Flow” per sh
Eamings per sh A
Div'd Decl'd persh 8=

4.60] 4855
9290
5.15

245

nn
6.75
3.05

435
225

269 1

232.45 [ 22453 |

] 1983 |

710 580

31.35| 34.05

CapTSpending per sh
Book Value per sh ©

525
us

304.65 | 304,85 | Common Shs Ouistq P | 40485

13

stack for each GPU share.

(LT interest eamed: 4. 6x)

P1d Stock Nore

Common Stotk 304,835,407 shs.
as of 5/8/08

CAPITAL STRUCTURE as of 3/31/08 )
Total Debt $12164 mill: Due in 5 Yrs $6212.0.mill.
LT Debt $8332.0 mill. LT Interest $500.0 mill.
Inci. $284.8 mill. 9% ($25 par) cumulative manda-
torily redeemable prefeired securities.

MARKET CAP: $22 billion (Large Cap)

Leases, Uncapitalized Annual rentals $316.0 mill.
Peision Assets-12/07 $5.29 bil. Oblig. $4.75 bill. |~

64
53%

Bold figyres are
8 Value| Line
estimates

Avg Ann'l P/E Retio
Relative P/E Ratio
Avg Ann'l Div'd Yield

75|

)
34%

63196
6448

12307

4908 | 1 951.0

11989"

13600
1325

14800
1570

18000
e

Revenues ($mil) ~
Net Profit ($mill)

363%
4% |

38.0%
21%

439%

2%
65%

“20%-| 2

40.0%
3.0%

40.0%
20%

Income Tax Rate
AFUDC % to Net Profit

40.0%
. 1.0%

52.3%
39.8%

52.3%
N.5%

531%
45.0%

525%
454%

49.0%
51.0%

48.5%
51.5%

Long-Term Debt Ratio
Common Equity Ratio

45.5%
54.5%

11370
90833

11205
7575.1

18414
13269

18938 |
13478

13998 |

| 18825
16350

20100
16725

Total Capital (smill
Net Plant ($mill

| 24900
17200

78%
| 11.8%
12.5%

7.9%
124%
12.9%

46%
1 57%
54%

71%
10.1%
10.2%

6.5%
10:4%
10.6%

8.5%
14.0%

95% |
155%

9.0% |Return on Total Cap’l
15.0% {Return on Shr. Equity*
14.0% 15.5%

2005
+5.2
NA

i Sale (W)
A%Img:& "
mﬂv

ety
% Change Cusiomers (yrend)

ELEGTRIC OPERATING STATISTICS
2006

+6.7-
NMF
NA
NA
NA
NA
+.5

2007
+2.0
NMF.

NA
NA

23% | 50% | 57% 43% | NMF [ 49% | 4.2%

65% | 60% 63% | 101% | 55% | 59%

4% | 471% | 52% | 48% |Ali Div'ds toNet Prot 5%

15.0% |Return on Com Equity €
7.4% 6.5% | 8.0% |Retained to Com Eq 8.5%

BUSINESS: FvstEnergy Corp s a holdmg company for Ohio
Edison, Pennsylvania Power, Cleveland Electric, Toledo Edison,
Metropolitan Edison, Penelec, and Jersey Central Power & Light.

NA | Provides electric service to 4.5 milion-customers in Ohio (58% of

NA
+1.0

tevenues), New Jersey (22%) and Pennsyivania (20%). Electric
revenue breakdown by customer class not provided by company.

Generaling sources: coal, 44%; nucléar, 26%; purchased, 30%.
Fuel costs: 39% of revenues. '07 reported deprec. rates: 2.1%-
4.0%. Has 14,500 employees. Chairman: George M. Smart. Presi-
dent & CEQ: Anthony J. Alexander, COO: Richard R. Gngg Inc.r
Ohio. Address: 76 South Main Street, Akron, Ohio 44308-1880.
Tel. 330-384-5100. Intemet: www.firstenergycorp.com:

Fived Chamge Cov. (%) 299

355

-363

ANNUAL RATES Past
of change (pefsh) 10 Yrs,
Revenues :. 10.
“Cash Flow” 6.5%
Earnings 6.0%

Dividends 2.0%
Book Value: 5.5%

6.
4. 5%
45%

Past Est'd ’05-’01
5;"

Mar.31

QUARTERLY REVENUES ($ milly
Jun.30 Sep.30 Decdi

2751
3109 3641

2843 3504 2802
3365 2680
3079

EARNINGS PER SHARE A
Mar31 Jun30 Sep30 Decdt|

L2
87
k-4
90
1.05

76
93
1.10°
85
1.20

1.0
140
1.34
145
1.65

85
B4
87
115
125

| recover reliability spen
| amount to an estimated $110 million next

QUARTERLY DIVIDENDS PAID B »
Mar31 Jun30 Sep.30 Dec.3t

375
413
45
50

315
413
45
50

375
413
45
50

5 85

375
43
45
50

Fn-stEnergy has filed a regulatory
plan with the Public Utilities Commis-

sion of Ohio. This was required under a
new state law. Under the company’s pro-
posal, its nonregulated generating subsidi-
ary would provide power to its three utili-
ties in Ohio. In order to recover the rising
cost of this power, customers’ rates would-
increase by $0.006-$0.008 a kilowatt-hour
in- 2009. The regulatory plan would also
resolve the three Ohio utilities’ distribu-
tion rate cases, ini which they are seeking
a total of $332 million based on an11.75%
return on equity. They would settle for a
$150 million increase ($50 million of which
would: be a pass-through of higher costs)
based on a 10:5% ROE, plus a rate rider to
g; which would

year. FirstEnergy has asked the commis-
sion for.an order by December 10th.

The regulatory plan, if adopted,
would enhance FirstEnergy’s earning
power while keeping rate increases at
a manageable level for customers.
That’s largely why we estimate such a siz-
able earnings increase in 2009, followed by
strong profit growth through early next

decade. The one negative feature of the
plan is that it would force the company to’
write off some uncollected reg'ulatory
transition costs that Cleveland Electric is
now scheduled to collect through the end
of 2010. This $1.01-a-share charge would
be excluded from our presentation.
FirstEnergy is finishing a generating |

lant. In early 2008, the company paid

253.6 million for a gas-ﬁred plant that

was 70% of the way to completion. It will
take an estimated $208 m:fhon to finish
the 707-megawatt facility. Commercial op-
eration is expected in December of 2009.
This will help FirstEnergy meet its target
(specified in the regulatory plan) of addmg_
1,000 mw of generating capacity. R
This stock has fallen back of late, after
a run-up in the first half of 2008. We cofi-
sider the recent slump nothing more thaf
a correction after the market’s exuberant.
response to the positive effect that the new
regulatory law in Ohio will have on:First:
Energy’s earnings. At the current quota:
tion, we think that this equity is faiyly
valued for both the near term and the pe-
riod to 2011-2013.

Paul E. Debbas, CFA August 29, 2008

(A) Dil. EPS. Excl. nonrec, losses: '02, 40¢; | to rounding. Next egs.

'03, 25¢; '04, 11¢; '05, 28¢; gains losses)from

:'03, (33¢); 04, 1¢, '05, 5¢; '06, (1¢).

'06 EPS don't add due fo  chg. in she., '07 dus (C) Inct. intang.: In '07: $31.33/sh.
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report due early Nov. | (E) Rate base: Depr. orig.

&B)Dnrds paid earty Mar., June, SepL & Dec. | com. eq. in NJ in '05: 975% in PA in '07
ive divids decl. in *

. a Divd reinv. Ban avail. | 10.1%; earmn. on av
(D) In mil. { Regul. Climate: OH,
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cost. Rate all'd on co!nﬁ 's Financlal Strength A
Stoc! wxﬂce Stability 100
, '07: 14.6%. | Price Growth Perslstence 85

“PA, NJ, Avg. | Earnings Predictability 60

To subscribe call 1-800-833-0046.




25.4

B 12

o 192 )

A 1= Svarie. Plans tb sel

| PPL Corporatiof’s

- f D RELATIVE Dvo A £
|PPL CORPORATI pewmo 1,250 3.2% 164
4 0| 231 31.2] 200| 222 27. .71 37. X .
TMELINESS gf:mff‘f‘;;ﬁ’““ 2| Toa) ) W31 | | mE M H[ 8 Target price ";é'm;
TECHNICAL 3 asedvosts | i
BETA -.85 (1,00 = Market) _ gaes 1l T Eee T T T T T T Tt :
201113 PROJECTIONS | g0 ¥ A (R AT PO R R P povves o
e Price  Galn A"!'!'ztm" ' - u'"’__ =T w2
i 8 gy i R "
insider Declsions YT R 20
% I ~ 16
- - . - - Ryl ‘._12
-------- - %TOT.RETURN7/08 | 3
| THIS  VLARMN.
0 INDEX
) 1 1yr. 22 122 [T
T T 13y. %70 72 [
5w 1787 888
2003 12004 12005 12006 |2007 [2008 [2009 “©VALUE LINEPUB;INC] 11-13
1675 | 45.37 1 1636 | 17.92 | 17.41| 7605 17.95 |Revenues persh 45
860 | -350 | 3841. 426 510( 500| 500 |“Cash Flow” per sh 87
412184 187 | 1827 220| 263 240( 215 (Earmingipersh A 500
Ty B2 86) 110 122|- 1.34] 146 [DivdDecldpersh s | 2.40-
2741 20T "9 TT213 362 451] 430|395 [CapliSpending persh | 375
671) 819 | 120 1162 | 1330 | 1486 | 1600 1620 |BookVakepersh © | 2300
38147 | 35472 37814 | 38015 | 38504 | 37927 | 37400 | 370,00 | Common Shs Ovts¥y O 36200
. 106 F 1257 151 14T 173 Boid Aghres are Avg Anvi PE Ratio 130
! 60| 667 80| 76{ 91| VvaweLie |Rolative PIE Ratio ¥
| A% | 40% | 35% | 33% | 4% | 27%| - Avg Amn'IDivdYield | 3.6%
90 | 5587.0 ( 58120 | 62190 | 6890.0 | 8498.0 | 6000 | 6650 |Hevenues (bmil) 8800
0..%536.0 | 6670 | B920 | 7300 | 899.0 | 1031.0 | 25| @15 | Net Profit(Smill 1885
o [ 25.7% [ 274% |228% | 14, *20, | 36.0% fincomeTaxRate -~ | 36.0%
I | 4% £ 1.2% | : Nil {AFUDC % 10 NetProfit | NI
50% 11 8% 166.5% [ 71.1% | 54, 53.5% {Long-Term DebtRatio | 44.0%
' ¢ 842% I 28.2% | PO5Y% 123.7% | 26.1% [ 385% [ 379 43.6% | 46.5% | 44.0% |Common Equity Ratio | 54.0%
Assats-1 5729 0 1 5826.0 | 7845, 0 | 11455 g 12875 | 13575 [ Total Caphal (Smil) |~ 75400
- #8% $100 par, cur] 4800 | 56440 | 5048.0 | 61350 | 95660 | T0M46 | ;12605 | 13250 | 13650 |NetPlant($mi) . | "14300
: 0 $10200:5110.00; 10 mi shs_6.25%," | 95 { 79% | 7% [ '96% | 48% | 7.6% “88% | 9.0% [ 80% |Returnon Total CapT |, 13.5%
| $100 liq. prefererice tedesmable after 4/6/11. "48. 20.2% 1°208% [“181% 120.2% .16, _ 17.6% | 14.5% | 13.0% {Retum on Shr. Equity | 21.5%
;| Common Stock 374,491,269-ahs. gk 6f 7/25/08 |26 "238% [28.2% |21.1% |"19.6% [163% [16.7% J182% | 15.0% | 13.5% |Retum on Com Equity &| 22.0%
‘{MARKET CAP: $17 bilion (Large Cap) . b ["16.1% | 202% [“124% [V4T% |"793% | 78.8% [70.9% | 10.0% | 20% | 40% [RethinedtoComEq | 72.0% |
| ELECTRIC OPERATING STATISTICS < B[S | W% | 35% | A9% | A% | A%% | 1% | UT%| 46% | 56%| 63% [ANDividsto NetProt 8%
J o ﬁis&s i %a?ﬂog 2}_%“7 Eusuysss;PPL Corporation {formerly PP&L Resotreés; Ine.)- 8 a - indJH: (26 miflion customers). Eleciric revenue bregkdown & gen-
. m’m'_ e - “NA ¥ " NA“Joholdifig cofipany for PPL Utifiies (formerly Pennsylvania Power & -sfating sources not provided by company. Fuel costs: 25% of reve-
| N ot o : NA | Light-Gompany), which distribites™electricily to aboist +:4"millon -uss. 07 deprbciation rale: 44%, Has 11,100 employees.

-customers'irt a 10,000-sqisare-file'aréa in eastem& cetrdl"Pein-
i ) | gas distribution subsidiafy "Also'Has subsidi-
| s Tn‘power geriration:maskeify foreign elecricity dstribution

~Chaiirman, President & CEO: James H; Miler. Incorporgted: Penn-
syivania. Address: Two Narth Ninth'St., Allentown, -Pennsyivania
“18101:1179. Tel.: 800-345-3085. Internet: www.ppiweb:com. .

1 -are likely:-to:'be mu

igher f his

| torical leveéls. That's because the custoni’
0% - *€r of the company’s itility subgidiary-are
‘|’scheduled to- start paying ‘market-based.

prices- for thé'generation -portion of ‘their

{ Power. “Through the end f 2009, ctistom-

“6fs ure ‘paying‘a rate; specified iii a régu-
latory -dgreement; that is'well below ‘cut-

- E70% EEEY T g
‘Cash | i 75% 55% 12.0%
Eamings . . ... 85% ., 6.5%. .14.0%
Dividends "~ 26% “430% '140%
|BookValue.. ° 4%5% 450% ‘ig5%
1| Gak.|. QUARTERLYREVENUESSmiR) 1 ‘Fun |
| i e ) Year
2005 1600 1478 43 1438 {62190
20811781 1642 J72 1724 “fesg0
‘ %Wme - 1’;753 1605 164980
; 1526 1024 1800 1650 {6000 -
; {1600 1600 1850 1600 {6650

-TeAt fdrket prices for‘power supply. Thus,

PPL’s-generating assets will begin ‘arning”
much high8ér inarginsin 2010.- -Ratepayérs
-will'have td'dig déeperito pay their électric
-bills;’so the Pénnsylvania commission has

“Iatar.

Year'| ‘8llow

approved a-plan put-forth by ‘PPL that will
allow customiers ‘to alléviate-rdte Shock' by

-phasing in -the” upcorming *higher prices.
The company continues to $rojéct earnings
of $4.00-$4.60 a share in 2010, and we be-
liéve that this target is gttainable.

Nearer-term earriings are likely to be

weaker. In:fact, PPL’ ex ects earnings to
[ declitie in 2008 and 2009. The company is

*§335

] éxperiencing higher coal *and transporta-

tion pfices that are squeezing its miargins

| ‘of power supply.-This will increasé’its op-
1 eratingexpenses by an estiniated :$40 mil-

in*2009.

[ lion this year arid- $160 hillion

-Al$6, 'a 'U,8. Court of -Appeals ruling that
dveérturned an EPA rule has mide emis-
sions ‘dllowances much .Jess walnable.
‘Thus;"PPL will probably not book the. pre-
tax profit of $110 miillion it had expected
next year on sales of these allowances,.and
the company might even have to take an
impairment charge.. We have loweréd our
"2008 -share-earnings estimate by $0.05, £o
"$2.40, @nd have slashed our 2009 forecast
by $0.40, to $2.15. Despite these revisions,
“We centinue to expect a hefty divi-
“dend hike mext year, in view of the pro-
Jected bottomsline imprévement in 2010.
‘The sale of PPL’s gas utility business
is pending. The sale price is $268 million,
‘plus a closing adjustment for working cap-
ital. This operation was not strategically
significant and produced just 1% of the
Yompény’s ‘net profit in 2007. The sale
should’be ¢ompleted by yearend.

The stock has fallen over 10% since
our'May report. It doesnt stand out for
the year ahead, but its rapid earnings and
dividend growth potential to 2011-2013
should produce a total return that’s well
‘above the norm for this industry. .
Paul E. Debbas, CFA August 29, 2008

(A) Diluted EPS. Excl. ndfirec; gains (Iosses_} - 1708, 4¢. Next eamnings teport due fate Oct, adj. for split. (E) Rate base: Fair value. Rate al- Com&anx’s Financial Strength B++
, 8¢ 01, ($1.18) ‘02, (89¢); '03,24¢704,” " | (B) Div'cs lﬂstmgll;vlypa;d in early Jan./Apr,, | lowed on com. eq. in ‘08: none specified; Stock’s Price Stabitity 95
3¢;.'05, (2¢); '07, (12¢);"g‘a‘i1_i 0sses)on'disc.. 1 July, and Oct. w'Divd Teinvestrient plar‘avall. | eamed on avg. com. éq.,"07: 19:2%. Regulat- | Price Growth Persistence 90
PRS-~ 108, (6¢); '04, (1¢); '08;(126);"07,-19¢; * | {C) ifvel. intahg, '57:'$5.00/sh, {B) ¥ri mill,” | ory Clirfiate: Average. (F) Summer péak in '06. | Earning s Predictability 80
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2350
Jog:tust Revs. e KWH {6 574 638 658
EmbL 32 3 O
s LadFacor(ly . .55.0 -‘u NA

SOwiedmenipan)  +31 420 435
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Caroling, .and Florida.- Other operations inciude coal mining,
wholesals generation, and financlal: seivices, Electric rgvenues:
vesilential, 45%; commercial, 26%:;.
Power costs: 47% of revs;

labor costs: t4%. Fuel sources:.

supplies. lectricty 1o potions of North Caraliva,-South .power, 14%. Has 11,000 ‘efiiployees. ‘07 deprecition iate: 2.7%.

indusiriel, 13%; other,. 16%. - Sirest, Raleigh, Norh Carclina 27602. Telephone: 1-800-662-7232.

‘Est'd plant age: 8 years. Chairman, CEO, ard President: Wiliam D.
Johnson. Incorporated: North Carolina. Address: 411 Fayetieville

. Intemek: www.progiess-enérgy.com. »

"Progress Energy's . second-quarter

204 249

ANNUAL RATES Past Past .Est'd '05-'07
ofchange(persh)  10Vrs.  5Yrs, h’MU13
Revenues 65% 40% -1.0%
“Cash Flow’ 10% 20% 1.5%
- | Eamings - AS5% 50%
Dividends 30% .25% 1.0%
Book Value 60% 3.0% 15%

1 weather. .Accordingly,

earnings rose_a-hefty 88% over those.
.of a year ago. However, 'this increase

conditions in 2007, which included - a fuel
disallowance charge and some unfavorable

we have _not
»changed our yearend earnings estimate of
$3.00 a share. .

Cal- | ~QUARTERLY REVENUES ($mil) | .Fup
endar |Mar31 Jun30 Sep.30 Decdl| Yeer
2005 12168 2205 3067 2578 (0108
2006 12250 -2316 . 2731 2273 195700
2007 |2072 2129 2750 2202 91530
2008 12066 2244 2760 2230 | 9300
2009 12120 2230 2850 2300 | 9500

The company’s Florida service area.
remains a fast-growing region. Despite
the current economic downturn, this sub-

| sidiary has recorded positive year-over-

Jear increases in wholesale revenues, al-

EARMINGS PER SHARE A Fult

Gak ; ]
éndar |Mar31 Jun30 Sep.30 Dect

beit at a lower rate than last year. More-
over, the state ranks, third, nationally in

43 03 185 6

Woge | 34 08 112 511 205
w7 | s M 17 30| 28
8| B 77 125 40| 3
2000 | 68 57 135 50 | 310]

_per-capita energy consumption. The aver-
age home uses 30% more energy than it
.did 30 years ago. Thats the reason the
company has been investing so much capi-
tal in this region.

2008 | 615 615 615

“Ca- | UARTERLYDMDENDSPADSB | Fuli | Plant expenditures will likely contin-
éndar [Mar31 Jun30 Sep.30  Dec3t Yo | ue to be high over the next few years.
2004 | 575 515 515 875 | 20 The company is involved in several.
205 | 53 59 59 89 2.36| projects, which are not expected to be
‘22% 325 2‘1)5 '225 2(15 %ﬁ cheap. In Florida, Crystal River plant 3 is.

etting a 180-megawatt uprate at a cost of
5365 million. Crystal River units 4 and 5

might be a little skewed, due to adverse .structing two,i.i“ﬁﬁs plants that will cost an-
-quire m:lent trips to the capital market,

‘are experiencing environmental upgr ‘!iﬂjs
Shat e cetimated to cost & combined $1.2
billion. In the ‘Cardlinas, Progress is con-

other.:$1.5 billion. ‘These outlays will re-
gince cash flow from operations won't be
sufficient to cover the expenditures.
The compiny séeks to continue in- |
volvement in alternative and rénewa-
.ble energy 'sources. Over the past few
decades, Progress has been a pioneer in
implementing energy-efficiency programs
and adoFtin'g renewable energy technol-
ogy. In fact, since 1981, PGN customers
‘have saved more than $900 million
through these programs. Currently, about
4% of the company’s €lectricity is generat-
ed from alternative and renewable
sources, making it a leader in this field.
‘These neutrally ranked shares may
interest conservative investors, due to
«a consistent dividend that is likely to in-
.c1ease each year. However, the stock offers
iiraited total return potential, as it is al-
ready trading ‘well within our 2011-2013
Target Price Range.

August 29, 2008

" (A} EPS diluted. Next egs. |
Nov. Excl. nonrecur.: '00;:
i$1.32); '03, (3¢); 05, {

B) Div'ds historically paid
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, resold, siored or ransmified in any priated, electronic or other form, of

report dug early | Aug, and Nov, » Divd reinvestment plan aveil- { common’ . in*88 in N.C.: 12.75%; in '88
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Institutionaf De¢lsions %mmm -8
B m’l 402007 102000 Percent 12 - A ST0CK MOEX |
Jwey 187 216 202| shares , 8 —— 1. 24 122 [
fo Sell 2 191 198 yraded “i.4: g~ . L 3yr. 114 .72 I
idsioo) 150886 151947 151868 P By 385 586
Progress Energy was.formed on November | 1998 {1999 | 2000 12002 {2003 12004 |2005 | 2006 {2007 | 2008 {2009 | ©VALUELINEPUB, NC| 11-13
1130, 2000 through the merger of CPAL Ener-| 2088 | 21.04 1 1999 ] 3860 5418 | 8554} 3056 | 40.11 | 37.38| 3519| 3525| 3645 |Revenveapersh .00
gy and Florida Progress. Florida Progress| 644| 6061 537! 814] 702{ 754 740] 653, 58| 613} .6 “8.50 |“Cash Flow” per sh 6.60
common shareholders exchanged each| 275| 286| 234| 343| 3se) 341) 210 204| 205 260| 300 -5M0\Eamingapersht . | 340
share held for $54 in cash andior CPAL| 196| 202{ 208 214} 218| 26| 232 | 238 242| 244| 247| 249 Dh'dDecrdpersh ) 2355
common ;stock. They also received one 280] 432| 461 556 505] 414 40| 429 | 5% | 759] 95| - 645
| Contingent Value Obligation for each share | 1949 | 2138 | 2632 | 2745 | 2873 | 3026 3090 | 3190 | 3237) 323| X6 3575
ot Florida Progress stock, entiting them to [ 5734 { 158,60 | 206.09 | 21873 | 2324 |-246.00 | 247:00 |-252.00 | 256,00 260.10 | 240026400 Common
payments when four synthetic fuel plants [T 58| 182 (- 153} 124{ 19| 124} AT B[] 206 179{8ou
achieved certain economic levels from 2001 | 63| 874 99} 64| &y | N J8| 17| 84 w ,
{40 2007. Data prior to.-merger are for CPAL| 4.5% | 52%[-58% 4 50% | 48% | 53% [ 53% 55% | 55%| 51% o Avg Ann'l Div'd Yield 6.1%
%“‘V and are ot comparable with Progress gia 1 [ o576 47189, 64615 | 78450 | 8742 | 97720 |-10108 | 8570.0 | 91530 | 8300 | 8500 [Fevenues (bmil) 0100
Erergydala. . .. .. 3992 28237 9609 | 6951 | 8152 .8i81 | 7635°|:727.0 | 5140 6330 | 790 .- 830 |NetProfit(Smil) .| 850
| GAPITAL STRUCTURE a3 of 6/30/08 ez ammlasan | -] - - [A30% [ --T284% T 325% [ 30% 'S3.0% {income Tax Rate T580%
jiiogebbegtw;é%mmﬁ%ﬂnsmmmﬂt 17%)| 30% | 56% ) 26% | 10% | 34% | 8% | 18% | 14%| 25% | 30%|  30% |AFUDCKoNetProft | 30%
o OIS Ml i) st SSS0mL 15 1456 [515% |00 | B | S0.1% | S52% | 562 | S1% | SO | 0% Long-Term Debt Ratlo | #0.5%
_FPid Stock $02.8 riiil.  _Pid Div'd $4:5 mill. | 75623.1 65006 11407 | 15580 | 6517 [ A7162 | 17247 | 18577 |. 17214 | 17262 | 18750 .
921:814 shs, $4.00 to $5.44 cum. no par. callable | 62005 | #764.8| 10487 | 10915} 10856 | 14434 | 14369 | 14442 | 15045 | 16805 | 18050 |
from $101 gq“;ﬁﬁﬂ per_sh. Sinking funds began in |~ 8.6% | 73% |° 43% | 64% | 68% [-65% [.62% | 5.6% [ 48%[ 56% 60%] -
%ﬁoﬂ&b&%@% i asctaaos | 199% [ 110% | 67% 1114% |120% | 109% | 0% | 8% | 61%, B1% 0%
ARKET CAP: $11:6 biffion (Large Cap) - | 104% | 41.1% | 67% | 415% } 12.1% | 100% [ Q0% | 80% | 61% | 82% 2.0%
FLECTRIC OPERATING BTATISTI - 40% | 25% | NNF| 43% | 50% | 37% {-26% [ 1.7% | NMF| "I} 15% ’
! __:musucs,m “pogy | T1% | 8% [101% | €3% | 5% | 6T% | 4% | 1% | 18%] 1% 2% | 20% |ARDivdstoNetProl |
iﬂm mﬁuﬂgw(ﬂ"ﬂ 2319'3 2322% 435 | BUSINESS: Progress Energy, parent of GPAL Energy and Floida -geslollicoal, 58%; fuciedf, 27%; “hydro, less than 1%; purch.
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. taded 4] Sy .t ses
1992 1996 [ 1997 “© VALUE LINE PUB., INC)
12.96 1425 14.19 Revenues per sh
278 T 315 388 “Cash Flow” per sh
142 205 190 Eamings persh A
147 151 Div'd Decl'd per sh Bw }
) 234 245 9.60 |Cap’l Spending per sh
' 4.69 1586 | 1666 26,30 |Book Value per sh ©
"TB182| 93.04 | 96.04| 103.62 [106.18 | 107.32 -124.00 [Common Shs Outst’y © | 13400
140 131 134 Bold figires are |Avg Ann'l P/E Ratio 135
88 76 92 B2 .82 a7 Relative P/E Ratio 50
] 58%{ -63% -6.:'_)% 55% | 59% Avg Ann’l Div'd Yield 4.5%
CAPITAL STRUCTURE as of 3/31/08 5500 {Revenues ($mill)
Total Debt $3865:0.mill. Due In'5 Yrs $1655.0 mill. " 380 [Net Profit ($mHl)
(LT Debt $3276.0°ill. LT Interest $197.0 mill. TnGome Tax Fate
.| W Tintorest eamed:330 -~ 0
'] Leases, Uncaplalized Annuaf fentals $16.0'mill. AFUDC % to Net Profit
Pension Assets-12007 $929.5 mil, Oblig, $704.8 | Long-Term Debt Ratio
st S . 48.5% |Common Equity Ratio

‘PdStock $1150mil. Pid Div'd $7.0mill. "Total Capha! {$mil
H ‘1g5,209 shs. 5% cum., $5° par.; caliable 352:50; 9713: Net Plant (w(f'l)ﬂn J
320,287 shs. 4.50% 10 6.00%cum., $50 par, call- '
;| able'$50.50 to $51.00; 17000,000 shs. 6.52% cum., 6.5% |Return on Total Cap'
$100 par, cailable $100,00. - 10.5% |Return on Shr, Equity
.| Common Stock’116,664,933shs. as of 4/30/08 10.5% [Return n Com Equity &
.| MARKET CAP: $4.4 billion (Mid Cap) "40% |RetsinedtoComEq | 4.5%
63% |All Div'ds to Net Prot 59%
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67340 |
Y%
116%
118%

12225

-8.4%
12.3%
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4% 1 99% 55% | 55% | 56%
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| ELECTRIC GPERATING STATISTICS

BUSINESS: SCANA Corporation is a helding company for ‘South
Carofina Electric-& Gas Company, which supplies electricity to
648,000: customers in South Carolina. Supplies gas and transmis-

|t s )

and Georgia. Owns gas pipelines. -Acquired PSNC Eriergy 2/00.
Electric revenue breakdown,-'07: -residential, -41%; commercial,-

'sion service to 1.2 willion customers in North and. South Garolina

B1%; idustrial, 17%; other, 11%.. Generating sources, '07: coal,
61%; nuclear, 21%; oil & gas, 12%; hydro, 4%; purchased, 2%.
Fuel costs: 62% of revenues. '07 reported deprec. fate: 3.1%. Has
5,700 employees. Chairman, President & CEO: Wiliam B. Timmer-
man. Inc.: South Carolina. Address: 1426 Main St., Columbia, SC
'29201-2845. Tel.: 803-217-9000. Internet: www.scana.com.

SCANA’s South Carolina Electric &
Gas subsidiary plans to build two nu-
5Ys. fo'iit3 | clear unmits. The company’s 55% stake in
55% 3.0% | the plant would add 1,229 megawatts of
{ base-load capacity at a projected cost (in-
1cluding transmission associated with the
project) of $6.3 billion. SCE&G has asked
“the NRC for a Construction anid-‘Operating
License, which the iitility expects to. ‘re-
1 ceive by late 2011. SCE&G has also asked
the South Cardlina regulators for permis-
sion to build the plant, under the state’s
Base Load Review Act (BLRA). This Act
) ﬂ enable the ut%llity'to recm;;:r itsbco?-
EARNINGSPERSHAREA | pun | Struction costs as the units are being built.
Mar 31 Mggp'ag;p_ao Dec3t Tl | SCE&G estimates that this would -result
T % o 11in base rate increases of 2.5% -anmnually.
" 80 46 76 5 | 250| The company expects a ruling from the
O A I | -state commission in February of 2009.
94 48 8 .2 Wall Street appears to be concerned
95 50 90 .75 , "§'¢’;‘ﬁﬁerth°aﬁ°m“i°’g‘~h risk that
T GUARTERLY D Bat | pun[-SC WO assume. e provisions
j':’:m J“:glxlDENDSa:MDML of the BLRA; along with federal incen-
g 365 tives, would reduce the risk to the utility,
y but would not eliminate it. Moreover, any
; : g5 | Praject of this size is a big undertaking for
A2 M 4 M 74| @ mid-cap company. This stock has per-
.44 46 46 formed weakly since SCE&G made the

190 261 272 |
Past "Est'd '05°07

*{ Forod Charge Cov. (%)

ANNUAL RATES
of change (persh) 10 ¥rs,
Revenues 11.0%
; 55%

= B i
. 45% - 40%
Cal- | QUARTERLY REVENUES (s i)
!| eridat {Mar31 Jun30 Sep.30 Dec.31 |-
11266 8910 1127 1403
1389 0440 102 1168 -
1363 1007 1079 ‘1172
4533 1218 1249 1300
1600 1250 1300 1350

Past

e e

BLRA filing in late May. As a result, its
- yield is now almost a full percentage point
ahove the industry average. .
Earnings are likely to rise significant-
ly this year, SCE&( received a $76.9 mil-
lion electric tariff hike at the start of 2008.
Our profit estimate is within SCANA’s
targeted range of $2.90-$3.05 a share.
Two gas rate filings are pending.
PSNC “Energy has reached a settlement
with the staff of the North Carolina com-
mission (which must. still approve the
agreement) for a rate boost of $9.1 million
(1.3%) based on a 10.6% return on a 54%
common-equity ratio. SCE&G has filed for
a $4.7 million (0.9%) -increase under a
state provision that allows it to request an
increase whenever it is underearning ‘its
allowed ROE by, half a percentage point.
New tariffs in each state should be in
place. at the start of November. This
should help lift SCANA’s earnings in 2009.
Investors .who don’t mind assuming
some nuclear-related risk should find
this stock’s yield attractive. Total re-
turn potential to 2011-2013 is a cut above
‘average, for a utility.
Paul E. Debbas, CFA August 29, 2008

Excl. nonrec."gains (losses): '95, (16¢); '97, | paid in Jan., Apr., July, and Oct, = Divid
(1As)¢;‘.99, 29¢; '00, 28¢; '01, $3.00; '02, ($3.72); ?:ilnvesmt plan :\?faiL 1 ghareholder invest- {in SC: 11%
'03, 31¢; 04, (23¢); 05, 3g; '06, 9¢. Next eamn- | ment plan avail. {C) Inc. intang. In '07:
ings report due late Oct. {B) Div'ds historically | $8.00/sh. (D) In mill, adi. for spit. (E) Rate
452008, Veiug. Line Publishing, inc. M@mw material is obtained
nfrd%zt_.ssma 15 NOT RESPONSIBLE

ANY-ERRORS OR OMISSIONS HEREIN. This
“of  may be Feproduced,

341

base: Net orig. cost.‘Rate allowed on com. eq.”
ectric in "08, 10.25% gas in '05; | Stecl
1in 06 in NC: none specified; eam:
com.’eq., '07: 11.0%. Regulatory Climate: Avg.
from sources believed to bs relieble and is provided without § ies -of any
IBLE FOR ANY-ERRORS ! 5 Wwis:ﬂkﬂyhg&mbefsm,mmmmm,immpamm

resold, stored or.transimitted in"any printed, electronic or other fom, or:used for generating or marketing any printed or elecronic publicaion, senvica or product

Comrnx's Financlal Strength A
's Price Stability 100
Prico Growth Persistence 50
Earnings Predictability 95

To subscribe call 1-800-833-0046.
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19001 18543 18034 traded 5 . ' - N sy, 758 858 [
ALLETE, in its current configuration, began | 1998 | 1999 2000 | 2001 [ 2002 | 2003 [2004 [2005 {2006 | 2007 (2008 | 2009 © VALUE LINE PUB., INC.
trading on September 21, 2004, the day}{ .| --| - 1 --| --| 2530 | 2450 | 2523 | 2733 | 26.45| 2665 |Revenuespersh
after it spun off its automotive services bust- - . -- .- -- --| 297 385! 414| 442| 415( 4.35|“Cash Flow” persh
ness, ADESA (NYSE: KAR), to sharehold- .- -- . - .- --] 135] 248 277| 308| 285{ 205 Eamingspersh®
ers and effected a 14or-3 reverse stock - .. | e .- --| 30| 1251 145{ 164| 172| 180 DivdDec’dpershBut
split. ALLETE shareholders received one -~ = - - - TT 292| 185 337| 682| 9.80| 171.30 [Cap’lSpending persh

{share of ADESA to‘[ eg'ch ALLETE share .- - .- -l - --| 2123 | 2003 | 2190 | 24.11| 2560 27.10 {Book Value persh ©
held. Data for the “old” ALLETE are not - = - - - T 2970 | 30.10 | 3040 | 30.80 | 3230 | 33.60 [Common Shs Outst’g®
shown because they are not comparable. - - - - - T B2 | 179 | 165 | 148 | Botd fighres are |Ava AnwIPJE Rallo
CAPITAL STRUCTURE as of 3/31/08 .- .- - .- - -~ 133 85 89 78| \VelusiLine |Relative P/E Ratio
Tghblegtebt $483.1 mill. Duein 5 Yrs $33.0 mill. -- - -- - - ! %) 20% | 32%| 36%| ™™ |Avg Ann'lDivd Vield
o et §252 mil. T [ | | -] --|7m\4| 774l er1] s417| 885 895 |Revenues (Smill
Leases; Uncapitalized Annual rentals $8.1 mill el el e el el -] 385 680 TI3| 676 850) 900 NetProfit(mil)
. -- -- .- .- . | 38.8% | 28.4% | 37.5% | 34.8% | 38.0% | 38.0% |Income Tax Rate
Pension Assets-12/07 $405.6 mifl. Oblig. $4204 -- - .- - .- | 18% | 4% | 8% | 23%| 60%| 7.0% JAFUDC %toNetProfit
mill. .- - - - - - 1362% | 39.1% | 35.1% | 35.6% | 41.0% | 42.5% |Long-Term Debt Ratio
Pfd Stock None -- -- -- -- -- - | 61.8% | 60.9% | 64.9% | 64.4% | 59.0% | 57.5% |Common Equity Ratio
T 1 | -] -] --|10207| 6906 | 10256 | 11535| 1400 1600 [Tots! Capital (Smi
Common Stock 30,841,376 shs. bl - .. .- .- | 8831 | 8604 | 9216 | 11045 | ‘1370 [ 1695 |Net Piant (Smill)
as of 4/30/08 .- -- -- .- .- 71 51% | 80% | 86%| B6% | 7.0% | 7.0% |ReturnonTotal Capl
-- .- -- - - | 8.1% | 11.3% | 11.6% | 11.8% | 10.0% | 10.0% |Return on Shr. Equity
MARKET CAP: $1.4 bill id .- -- -- .- .- <o 6% | 11.3% | 11.6% | 11.8% | 10.0% Return on Com Equity &
< $1.4 billion (Mid Cap) T T o o | aTh| 52% | 50% | 58% | 35% Retained to Com Eq
ELECTRIC OPERATING swgsﬂlcgm 2007 -- - - .- - | 2% | 54% | 5% | 51% | 65% All Div'ds to Net Prot
% Change Retail Sales (KWH) +20 +1.1 +3 | BUSINESS: ALLETE, Inc. is the parent company of Minnesota eration in Florida. Discontinued water-utility .ops. in '01. Spun off
ﬁvu-mg;e“mw " 3";@ Ag 4'%% Power, which supplies electricity to 141,000 customers in north-  automotive remarketing ops. (ADESA) in.'04. Generating sources,
3 atPeak(m 1512 1761 1701 | eastem Minn., and Superior Water, Light & Power in nothwestem  '07: coal & lignite, 62%; hydro, 3%, purchased, 35%. '07 deprec.
Pezk Load, Winter (Mw 1643 1586 1614 | Wisc. Electric revenue mix, '07: taconite mining/processing, 28%;  rate: 2.5%. Has 1,500 employees. Chaiman, President & CEO:
ArmdLnadFam(%} 80.0 800 80.0 | papérwood products, 11%; other industrial, 8%; residential, 12%; Danald J. Shippar. Inc.: MN. Address: 30 West Superior St., Dututh,
% Change Cusiomers avg) +11  #13  +1.3 | commercial, 13%: wholesale, 13% other, 15%. Has real estate op- MN 55802-2093. Tel.'218-279-5000. Intemet: www.aflete.com.
Fingd Charge Cov. (%} 461 508 503 | ALLETE’s utility subsidiary has filed estate income will outweigh the ex-

ANNUAL RATES Past  Pasi Estd '05°07| a general rate case. Minnesota Power’s pected increase in utility profits. AL-
of ghange (persh) 10¥rs.  §¥rs. w13 | first such filing in 14 years seeks a tariff LETE is finally feeling the effects of the

Revonues » o ;1 13% | increase of $45 million (9.5%) based on an real estate slump in Florida, which has
Eamings o . %5% | 11.15% return on a common-equity ratio of hurt the developers that buy property
Dividends -- .. 55% | 54.8%. The utility is asking for an interim from the company. The company’s earn-
Book Vatue - .- &5% | rate increase of $36 million (8%) to take ef- ings guidance for 2008 is $2.70-$2.90 a

Cal- | OUARTERLYREVENVES@mit) | pun | fect in mid-2008. This includes $8 million share, and even the upper end would be a
endar |Mar31 Jun. 20 Sep.30 Dec.3i| Yesr | that is already being recovered through 6% decline from the 2007 tally. (We've
2005 | 1033 1744 1774 1923 | 7374 | rate riders, so the net effect on revenues in raised our estimate by $0.15 a share, to
2006 |1925 1783 1991 1972 | 7%67.1 | the second half of the year would be $14 $2.85, due to ALLETEs better-than-
2007 12053 2233 2008 2123 | 841.7 | million. The final order is due in mid-2009. expected March-quarter earnings.) The
2008 {2134 2116 215 215 |85 | A wholesale rate hike took effect on earnings growth we forecast for 2009 as-
2009 {225 220 225 225 |85 | March 1st. The Federal Energy Regu- sumes a rise in utility income but no irm-
Cal- | EARNINGS PER SHARE A fu | latory Commission granted Minnesota provement in real estate. Even so, the
endar |Mar.31 Jun, 30 Sep. 30 Dec.31| Year | Power an increase of $7.5 million, based company’s real estate operation is well po-
2005 | 64 038 58 88 | 248| on an 11.25% return on a 50% common- sitioned to ride out the current tarmoil,
8 8\ a7 uity ratio. since it has very little debt and the market

3.08)

285

2.95

Full

Year

30

2006 68 49
2007 | 93 80 88 .7 innesota Power’s heavy capital pro- value of its land is well above the $63.1
000 { 82 63 70 .70 gram will require additional rate million book value.

2000 | 85 60 .75 .05
Cal- | QUARTERLY DIVIDENDS PAD 8« ¢
endar Mar31 Jun30 Sep.30 Dec.3i

2004 |-- e A

2005 | 30 ‘315 315 415 | 125 coverable through rate riders umtil they ALLETE’s real estate business. At the cur-

2006 | 963 963 363 363! 145| are rolled into base tariffs through a gen- rent quotation, the stock is_ fairly valued
1.64

cases. The utility plans to spend over $1.5 This stock is up over 15% since our
billion from 2008 through 2012. About half late-March report. We think that this
of this spending will be for environmental was a correction after investors over-
and renewable-energy projects that are re- reacted to the disappointing prospects for

2007 § 4 4 4 4 641 eral rate application. ‘compared with the typical utility equity.
2008 | 43 43 This year, a sharp decline in veal Paul E. Debbas, CFA June 27, 2004

SZA) Diluted EPS. Excl. nonvec. gain {loss): '04, | earnings report due late July. (B) Div'ds histori- In ‘07 $2.49/sh. (D) In mill. (E) Rate base: | Company’s Financial Strength
¢ net, '05, ($1 8(?) gain (losses) on discontin- | cally paid in early Mar., June, S%Jt., and Dec. » | Original cost deprec. Rate allowed on com. eq. Stock’s Price Stability

yed oreraﬁons" - §2.57, '05, (16¢); '06, (2¢); | Div'd reinvestment plan avail. 1 Shareholder in- in '85: 11.6%; eamed on avg: com. eq., '07: Price Growth Eersisgenee
lost from acoounting changs: 04, 27¢. Next | vestment plan avail. (C) Incl. deferred charges. | 12.4%. Regulatory Climate: Average. Earnings Predictability

Vaige Line +nc.-At-1ighla résorved. Eaciual material is obtaned from sources befieved 1o be reiable 2nd is provided without warranties of any Kind. .
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INDEX

THIS
sT0CK

Percent 12

fo 122 8

By shares
ol qas 108 12,
| Heslo0n 62642 63027 eazgy | TAded

Alfiant Energy, formerly called Tnterstate En-

1999

4

1998

1y,  -100 9.7

12003 2005

3yr. 51.0 273
Syr. 1263 85.8

©VALUE LINE PUB, iNG

T

2006 | 2007 | 2008 (3009 13

ergy Corporation, was formed on April 21,
1998 through the merger of WPL Holdings,
[ES Industries, and Interstate Power, WPL
stockholders received-one share of Inter-

2745
485
126
200

2783
sn
219

2.00 |

28.19
419
157
1.00

202
221

state Energy stock for each WPL share, IES
stockholders received 1.14 Interstate: Ener-
gy shares for each IES share, and Interstate

47| 60
2089 | 2729
7783]

78.98

28.93
438
206 |
115

31.15
S2(
269
127

M7
610
29
1.53

Revenues per sh 27.80
|“Cash Flow” per sh
Earnings per sh A

Div'd Decid persh Bu

555
275

755
330
140 192

769
2137 |

0
2715

CapTSpending per sh |

Book Value per sh ¢

49

; R
283 2430

%75 31.95

110.96

Power stockholders received 1.11 Interstate
Energy shares for each Inferstaté Power
share. Data prior to 1998 are for WPL Hold-

251
1.3t
6.3%

0
7
70%

127
72
5.0%

| TT900]
85
4.4%

.1
80
3.1%

Bold figi
Value|

irag are
Line

Vg ARR 0]
Relative P/E Ratio
Avg Ann'l Div'd Yield

.
3%

ings only and are not comparable with Al-

fiant Energy data. 2%

1034.

21980
1782

2405.0 |
2031

21773
1949

31282
1766

| | 260.1

33504 | 34376

3208

3650
325 |

3%
340

Revenues ($mik)
Net Profit ($mit)

4500
410

CAPITAL STRUCTURE as of 3/31/08 )
Total Debt $1626.7 mill. Due in 5. Vrs $555.7 mill.

36.0%
- 6.6%

40.3%
4.1%

54.0%
4.3%

23.5%
5.7%

28.9%
11.7%

%
24%

¥}
31%

0% |
3.0%

| 440%
3.0%

30% AFUDC % to Net Prof

LT Debt $14036 mill. LT Interest $99.0 rpiil,
(LT interest eamed: 5.8x .
Pension Assets-12/07 $850.0 mill, Oblig. $879.0

mill. _
Pfd Div'd $18.7 mil.

| 47.3%
49.2%
32629
3101.7

39.6%
§7.4%
3756.0
3486.0

54.7%
42.7%

470%
502%

56.4%
39.2%

44.8%
50.0%

31.4%
62.9%

36.5%
56.5%

2%
61.9%

40.0%
55.5%

Long-Term Debt Ratio
Common Equily Ratio

41.0% |
55.5%

47384
44326

40613
37193

44802
3862.8

4679.1
37292

2184
48449

43295
4679.9

4905
5420

5485 | Total Caplial ($mii)
6290 | Net Plant ($mill

6850
8380

Pid Stock $243.8 mill,
449,765 shs. $100 par; 8,199,460 shs. $25 par;

i 6.1%
1,127,787 shs. $50'par.

7.9%
 8.0%

4.9%
6.0%

¥| Common Stock 110,436,824 shs.. 6.0%

6.6%
9.4%
9.6%

6.2% |
9.6%
9.8%

4.1%
5.5%
5.8%

5.7%
6.8%
6.7%

75%
9.0%
9.1%

8.6%
11.0%
11.3%

80% |
105%
11.5%

| 7.5%
9.5%
10.0%

7.5% |Relum on Totai Cap'l.
10.5% |Return on Shr, Equity
10.5% ] Return on Com Equity €

NMF |
NMF

7%

MARKET CAP: $4.1.billion (Mid Cap) -
92%

ELECTRIC OPERATING sugssncs

1.9% |
81%

16% | NMF | 25% [ 3
B5% | NMF | 67% | 58% | 429

40% 1 S| 50% | 5.0% Retained to Gom Eq. 5%

0%

5% | 0% | S4%{ 85% |ANDivids to Net Prof

2006

% Change Reta Saes W) 17

Avg. Indust Use (MWH) 4180

Avg. Indist Revs. per KWH (g) 5.96
atPeak

Peak Load, Sumwer () 498?
AnnualLoad Facior

Industries, and

-18

BUSINESS: Alliant Energy, :
{ holding company formed through the merger of WPL Holdings, IES

(19%), and other services (8%)
lifois. Elect. revs. by state:
Elect. rev.: resid., 35% comm’, 22%; ind', 30%; wholesale, 7%;

formierly named Interstate Energy, is -

interstate Power, Supplies elect. (73% of fevs.), gas
in Wisconsin, lowa, Minnesota, & II-
WI, 47%; 1A, 49%; MN, 3%; I, 1%.

gas. 28%; o, 6%; ofher,
deprec. rate: 2:6%. Est'd
hrmn.: Enoll B, Davis, Jr.

other, 6%. Fuel sources, '07; coal; 65%;
under 1%, Fuel costs: 54% of revs, '07
plant agd: 10 yrs, Has 5,179 empis., C
Pres. & CEO: William D, Harvey. Inc.: WI. Address:" 4902 N. il
moré Lane, P.0. Box 77007, Madison, Wi 53707-1007, Tel.: 608-
458-3391. Intemet: www.alliant-energy.com.

598
52.0
%Cham&m&md}

+1.8
Foed e Co )

ANNUAL RATES Past
.of change (persh). 10 Yrs.
Revenues --
“Cash Flow” -5%
Earings 8%  3.0%.
Dividends -5.0% -10.5%
Book Value 1.5% 5%

Cal- | QUARTERLY REVENUES (§ mil)
endar | Mar31 Jun.30' Sep.30 Dec.3t
2005 | 8252 6867 8609 9068
2005 | 9300 6968 8004 8413
2007 | 9127 7462 %073 8714
2008 | 9920 800 97 929
2009 11040 650 1020 980
Cal- EARNINGS PER SHARE A
endar | Mar31 Jun.30 Sep.30 Dec.31
23 41 105 52
56 .39 75 .36
.56 43 105 85
62 45 105 .63
65 48 110 67|
QUARTERLY DIVIDENDS PAID ® uf
Mar31 Jun.30 Sep.30 Dec.3t
2 25 25 263
263 263 263 263
288 288 288 288
318 318 318 318

252 350 418
Past Est'd '05-'07
5Yrs.  to'11M3

-.5%.

-2.5%

unable to

has

evaluatin,

time,
flood’s
dam
long-term

e com
filing
seeks a $
rates and

- Alliant Energy’s
seriously disrupt
ing in mid-June.
tions, totaling 380
were forced offline.
ing' 280 megawatts

certain when they
Rail and barge coal
experience disruptijons,
in the hard-hit Cedar
been flooded. To ease the

lmpact on 2008 earning;
age is not

for hi:

Iowa operations were
ed by extreme flood-
Three generating sta-
megawatts of capacity,
Too, customers receiv-
(mw) of load have been
take electric service, and it’s'un-
will be able-to do so.
deliveries continue to
and- 14 substations
Rapids area have:
financial itnpact,
insurance with total limitg of

$100 million for covered 'flood losses and is
g regulatory options for recovery:
In addition, incremental cost,
ment power needs should
8 energy adjustment cl.
management is unable to predict the

s of replace-
flow through
auses. At this

s. The
expected to have a material
adverse effect on profits.

pany awaits an order on its
gher rates in Wisconsin. It
93 million hike in retail electric
a nominal $1 million decrease in

posted natural gas tariffs. Cost drivers on
ctric side include increased spend-

ing on the generation infrastructure, envi-
ronmental compliance, and’investments in
renewable energy. The small reduction in
gas rates reflects lower costs forecast for
2009 and 2010. tever amount is
awarded will take effect next Januvary 1st.
Separately; LNT received regulatory ap-
roval to discontinué custorner ¢redits of
26 million related to decommissioning
funds from the sale of the Kewaunee, Wis-
consin nuclear plant, ) .

Our 2008 earnings estimate should be
regarded as temtative. We won'’t take
into account the effect of flooding or the
amount reécovery until

2%;
aforenientioned rate request suggests jm-
brovement next.year.
The  stock might
oriented utility invéstors, A low payout
ratio, coupled with our forecast o slow,
but steady, earnings gains to 2011-2013,
indicates above-average dividend growth
over the same What’s more,

time frame.
June 27, 2008

interest income-

finances are strong.
Arthur H Medalie

2008 the ele
‘(A) Diluted EP

S. Excl. nonrecur. gains (losses); historically paid in m
96, net 7¢; '99, 32¢: 00, $2.56; '01, (28¢); '03, | Nov.. = Div'd reinvest,
net 24¢, ‘04, (58¢); 05, ($1.05); °08, 84¢; '07, | invest. plan avail,
$1.11. Next egs. mt. due late July. (B) Div'ds | '07: $307.9 mill,, $2.
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v o High: | 3031 3241 835[ 438] 447] 468] 572 a7 7921 9401250 1275
TMELINESS 2 Raed 00 Low. | 24| 253] 995 123 %26 21| 423| 506| 645| 68| sog| abo Target Frice R;&’;
P b L — '
: *»’ TECHNICAL 3 Loweredsions | didd by eres e 200
&f 3 <>« - Relalive Price Strength ; 160
H BETA .85 (1.00= Market) tions: Yes ) . _ il i ’
: ATI PR oS haded area indicats recession LTI Pt RN N P O 0
? Hi 1P5l15ce +G3a('lr‘;6 nh;éﬂ;zn JIR ST AT YY) ’l/ - - |
fon 115 ((-s%} %% i, T 2
Insider Decisions T ! 4
ASONDJFMAPL B ﬁ-- | %
By 0000000 0 0l g TRTT K [ o .
e R S S R M T e N
Institufional Decisions o o * mtrﬁgwnxm
0007 40207 10208 Percent 15 : ] ] STOCK  WDEX
::g:z gg 5?; g;g shares 10 - e { i ;;; Bg.g 2?;
Hids000) 157155 156325 154792 | "o0ed S 5y 1701 85§ [~
_Entergy Comp. (fonneﬂy'Midd!e South Util-- | 1998 [ 1999 | 2000 2001 | 2002 | 2003 | 2004 | 2005 2006 | 2007 | 2008 | 2009 SYALUE LINEFUB, INC] 11-13
ties) is a registered holding company. On " 4657 | 3551 | 4561 | 4350 87341 4017 | 4669 | 4661 [ 53.04 | 5047 6420 650 Revenues per sh 7235
12/31/93, the ‘company merged with Guif [ 611| 506] 649| 641( 780 743 | 8331 818 | 983 1086 1245 13.25 ["Cash Flow" per sh 16.05
States: Utilities, Entergy ~shareholders| 22| 225 2971 308| 368) 369 393| 440| 535 560 660 7.20 |Eamings persh A .00

received stock in the’new Company on a| 150) 120! 122| 128] 134| 160 188 | 216 216] 258| 3207 260 b Decl'd per sh®a 480
one-for-one basis. Since a cash cap of $250 463 | 484 | 680 525 55 685 | 651 672 783 &i7| 7170 985 Cap'¥ Spending per sh 7.55
million was exceeded, GSU shareholders 2879 | 2881 3189 | 3378 | 3524 | 3802 | 326 | 3571 4045 | 4071 | 4220| 4809 {Book Value persh & 6225
asking for cash were. given a 25% cash/75% 2% 85 | 24708 | 21960 [ 22073 1 222 228.90 | 216.83 | 216.83 | 20267 | 193.12 | 767.00 | 793,00 Common Shs Outst'y E | 799,00
stock disbursement. The remaining GSUI™ 729 732 w07 125 NS¢ 38T I5T[ 163 | 143 193] Boid figles e AvgAnniPERsflo | 750 |

stockholders received'.558 share of the new|" g7 Bl660 64| &3] | s| a7| 77 102 | ValwelLine  |Holgtiye p/E Ratig 1.00
company fof each share held. 52% | 4% | 41% ) 33% | 32% | at% | 329 30% | 28% | 24% | estimtes AvgAnn'iDivdYied | 3.6%
CAPITAL STRUCTURE as of 3/31/08 11495 | 87732 | 10016 | 9621.0 | 8305.0 | 91950 | 10124 | 10106 10932 | 11484 | 12010 | 12600 Hevenuies (Smill) * 14400
Total Debt$108:§9 mdl Dugin‘SVm$_5§23 mill. 5709 | 5950 7109 | 7168 8784 | 8742 | 9331 | 9431 1133.0 | 11600 | 1325( 1485 Net Profit ($mill) _ 1905
(L&?ne'”‘em g’%”"}'m“m'""'- SIS S15% | A03% ['B9% | B51% | 55% | 262% | 97.0% | B.1% | 07% | 31.0% | Fiow Trcome Tax Rate 31.0%
Penaion Assets-12/07 $2764 il Oblig. $aoes | 41% | 8.7% 79% | 66% | 64% | 87% | 70% | ao% 56%| 58%| 60%| 60% AFUDC % to Net Profit: | 6.0%
Amilt, L A 47.0% | 45.6% | 50.4% | 47.7% | 45.7% | 44.8% 447% 151.9% | 50.7% | 543% | 54.0% | 52.0% Long-Term DebtRatio | 49.0%
Pfd Stock $311.2 mill; Pid Div'd $24.8 mill. 50.6% | 49.1% | 45.6% | 48.6% 50.6% | 53.2% | 52.9% | a55% 47.2% | 43.9% | 44.0% | 46.5% Common Equity Ratio 50.0%
6,115,105 shs. $4.20 o $7,B§, $1OQ par, | 14042 | 14505 | 15359 15353 | 15499 | 16361 | 1569 17013 | 17351 | 17902 | 17930 19875 Tothanllal(Smill) 24800
1,000,000 shs. 11.50%, all without sinking fund; 15320 | 15501 | 16497 | 17264 | 17195 | 18290 | 18696 | 19197 | 19438 | 20974 22130 | 22950 | Net Piant ($mitl | 26040
) 67% | 57% | 62% | 6.4% 73% | 68% | 74% | 68% | 8.0% 79% | 90%]| 85% RetllmonTothap'I 2.0%
L 17% | 75% | 93% | 8.9% 104% | 97% | 108% | 11.5% | 1329 14.2% 16.0% | 15.5% {Retum on_ﬂlr.EquW 1 15.0%
P Comimon Stock 191,897,380 shs: ) T4% ) T7% | 97% | 9.3% | 10.9% | 9.8% 11.0% | 11.9% | 135% | 144% | 16.5% | 16.0% Retum on Com Equity ©| 15.0%
L"’ MARKET CAP: $23.0 billion (Large Cap) 21% | 37% [ 58% | 57% | 7.1% | 56% | 58% | 60% 8.0% | 80% [ 85% [ ~8.0% |Retainedto Com Eq 7.0%
ELECTRIC OPERATING STATISTICS T4% | 56% | 43% | 41% | 37% M%h | 8% | 51% | 2% | ae% | qe 51% |A Di\_l,'dstoNetPM " 54%
% Changa Ret s (KWH) %0; 2092' 22% BUSINESS: Entergy Corporation has five subsidiaries that supply  and food ‘products industries are main customers, Fuels: gas & {)ll‘.
Ayg,"muse(uw%m 957 909 920 | electricity to portions of Arkansas, Louisiana, Missis,sipp_i, Texas, 18%; pqelear, 33%; coal, 12%; piwchased power, 37%. ‘07
Avi. Indust Revs, per K {e) 6.4% 686 675 | and New Orleans; 2007 revs.. Electric & Gas, 81%; nonutility, 19%.  depreciation rate: 2.7%. Has. 14,100 employees, Chairman: Robert
Cepacity at Peak (fh)” 22696 21727 22087 Merged with Guff States Utiliies 12/93. '07 electric revenues. Luft. Chief Executive Officer: J. Wayne Leonard, President; Richard
m%m’ ) 225%08 226%83 226524g residential, 36%; commercial, 27%; industrial,. 28%; other, 9%.  Smith. Inc.: DE. Address: 639 Loyola Avenue, New Orleans, Louisi-
%Mm&,m -6 81 420 | Chemical processing, allied products, petroleum refining, paper, ana 70113. Telephone: 504-529-5262. Intemet: www.eniergy.com.
FedChageCo) . . 318 281 2gs | Entergy’s planned spinoff of its un- emissions. The project’s cost is estimated- -

regulated nuclear plants should be at $1.5 billion. But $2 billion in fuel sav-

Qﬂ,’ﬂgﬁ'@ﬂ,‘;fs 1:1:; 5"3: Es,t;q;ﬂ-s{;w finalized shortly. The company owns 11 ings over Little Gypsy’s expected life

Revenues 0% 50%  50% | nuclear units, of which six are free of com- would more than compensate for the ex-
~Cash Flow” 55% 70%  90% | miggion oversight. It expects to separate penditiire.

famings oo o 150% | the six units into a new company named Earnings are poised for another rec-
Book Value 35% 30% 80% | Enexus Energy. ETR shareholders would ord year in 2008. Wider margins on

' : retain their stake in Entergy and would nuclear operationd and a full year of the

eﬁ::, Mﬂ%ﬁ&mgggso“mm Year | Teceive all Enexus shares. The deal calls June, 2007 purchase of the Palisades |
2005 | 2023 2410 3021 2653 [10106 | for Enexus to borrow $4.5 billion, from nuclear plant will trigger most of the gain.
2006 | 2568 2620 3255 2480 [10932 | Which it would pay Entergy $4 billion. The Other pluses include fewer common shares
2007 | 2600. 2769 3289 2826 | 11484 | Pact also provides for formation of a com- outstanding and higher rates in three
2008 (2866 2920 3420 2605 | 12010 pany named EquaGen, which would oper- jurisdictions. All told, we estimate 2008
2009.( 3000 3070 3570 . 2960 12600 | ate nuclear assets of Entergy and Enexus earnings will rise 18%, to $6.60 a share.
Cal. " EARNINGS PER SHARE A " Fan | @nd would be owned equally by both. The Further gains are likely in the coming 3 to _
en:a.r Mar31 Jun30 Sep.d0 Dec.dt| Year | SPinoff requires various commission ap- 5 years. The stgck is tlmel.y. .
006 | & 1B 170 B | 440 R;ovals. Closing is expected in Septemb?r. The separation provule‘ investors
006 | 92 123 188 198 535 | Meanwhile, the company is adding with good growth potential. Enexus
2007 | 108 1m 229 9 | sg0! fossil-fueled capacity. Earlier this year, will be -able to engage in mergers and ac-
2008 | 156 1.5, 255 .04 | ggo| it purchased the Calcasieu peaking unit quisitions more easily than it could as part
000 | 145 180 280 115 | 720( for $56.4 million. And it has agreéd to buy of Entergy. Though the spinoff will reduce
Cal- | QUARTERLY DIVIDENDS PAID Pa Fui | the Quachita 789-mw gas-fired plant for Entergy’s cash flow, the $4 billion pay-
endar |Mar3t Jun30 Sep.30 Decdi| Year | $210 million, on which it will invest anoth- ment from Enexus will permit it to buy
m 45' 45 m 54 189] e $436 million in upgrades. Also on the recently prlt merchant capacity and make
2005 | 54 54 54 54 2.1 2genda is repowering of the 538-mw Little transmission upgrades to access low-cost
06 | 54 54 54 54 216 Gypsy gas-fired plant to burn petroleum fuel. On_ balance, we rate the two parts
007 | 54 54 % 75 258 | coke and other solid fuels. Work here has greater than the whole.

2008 {75 75 been delayed pending a study of mercury Arthur H. Medalie June 27, 2008
P—’, 4 A) Dil. egs. Next egs. report due late July. early June, early Sept., and early Dec. ® Div. avg. com. eq. in '07: 14.1%. Reg. Clim.: Avg. COmpany’§ Financial Strength A
] (Ex)cl nonergcur. gain:?losseggsgz ($1.22), 'Sg, rein. plan avail. (C) Incl, def. chgs. In ‘07: { (EY in mill, Stock’s Price Stability 95
78¢; '01, 15¢; 02, ($1.04); '03, net 33¢; 05, | $26.02/sh. (D) Rate . net orig. cost. Rtes Price Growth Persugt;enee 95
(21¢). (B) Divids hi orically paid in early Mar., | allowed on com. eq.: 10.0%-13.0%. Eamed on Earnings Predictabili 80

To subscribe call 1-800-833-0045.
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A ) RECENT PE Trailing: RELATIVE ovD
GREAT PLAINS EN'GY wysen (M 26.46 (o 16.5Cite's?) FeAme 1.01/% 6.3% 700
mewess 3 wwion | ] 2] 53] BT BT Zi2] 7] B3| 34| 2| 29| Be| B2 Tyt s Parge
SAFETY 2 Raised 71603 LEGENDS
~—— 0.86 x Dividends p sh
TECHNICAL 4 Lowered /1308 divided by Interest Rate 80
».. . Relative Price Strength
BETA .80 (1.00=Markef) o§uons Yes gg
" 2011-73 PROJECTIONS | e 0
. Ann’l Total 1o bl
High Paﬂge ('gmsgﬁ Hegt;zn TTITTEL AL T b L LR TIY ;g
v 35 8 8% M= LT 20
Insider Decisions LY 15
ASONDJFMA .
WBy 000000000 R BN 10
W 000000000 s S 75
Institutional Decisions . %]’OT.:EI unv'{m.
wN07 402007 10208 | poreent 12 2 bl l " STOCK  WDEX |
taBey 95 115 104] gharee 8 i f05 a7 [
fo 111 99 113| yaded ‘4 y. 13 273 [C
| Hidsioon) 42300 43943 42424 Syr. 202 858 _
1992 [ 1993 [ 1994 1995 | 1996 | 1997 [ 1998 | 1999 [ 2000 | 2001 | 2002 {2003 |2004 | 2005 [ 2006 | 2007 {2008 [ 2009 | ©VALUELINE PUB, INC] 11-13
1297 | 1385 14.03| 14.31] 1460 | 1447 1517 1450 | 18.02 | 2361 | 2601 | 3104 | 3343 | 3485 | 33307 3789 | 1525 1620 Revenues per sh 20.25
336| 373 369| 406( 390| 39t| 421| 363| 463| 470 440 | 469 475] 454 | 386 424| 3.75| 3.95|“CashFlow” persh 5.00
35| 166! 1.64| 192| 169 169| 189 128| 205( 159 | 204 227) 246| 218| 162| 185 160 170  Earnings per sh A 200
143| 146] 150| 154} 159 162} 164| 166| 1.66] 166| 166| 1.66] 166 | 166 166} 1.66) 166| 166 |DivdDec’dpershBat| 1,66
200 209 202 220] 186| 205| 187| 297 667| 438| 191| 219 266| 44| 605| 615| 8.05] 790 |Capipendingpersh 350
1379 1399 1443| 1450{ 1471 1419| 1441 1397 | 1488 | 1259 | 1358 | 1382 [ 15.35 | 1637 | 1670 | 1818 | 17.90 | 17.95 |Book Value persh € 18.50°
61.91] 6191 6197 61.81[ 61.01[ 61.97] 6191 6191 61.91 [ 61.91 | 69.20 | 6926 | 7437 | 74.74 | 80.35 [ 86.23 [ 94.00 [ 94.00 {Common Shs Outstg © 94.00 |
165] 1457 132 122 169 -170] 157 200 124 159 H.1 22| 126 140 163| 163 Boid figlres are | Avg Ann'l PIE Ratio 14.0
1.00 86 871 82l 100 98 82| 114 81 81 61 10 67 75 99 86| ValvelLine  |Relative P/E Ratio 95
64%| B1%| 69%| 65% | 59% | 56% 55% | 66% | 65% | 66% | 7.9% | 60% | 54% | 55% | 56%| 55%| U [avgAmmiDivdYied | 6.0%
CAPITAL STRUCTURE as of 3/31/08 ) 938.9 | 8974 | 11159 | 1461.9 | 1861.9 | 21405 | 2464.0 | 2604.9 | 2675.3 | 3267.1 | 1435 | 1525 HWGI!“PG(W") 1900
Total Debt §1685.1 mil. Due in5 Yes $304.6 mill. | 1332 | 044 | 1286 | 1000 | 1202 | 150.0 | 1788 | 1642 | 1276 | 1592 | 145| . 160 |Net Profit ($mill 195
}:d?;gmzfg'ﬁmn'ﬂ:;mgeﬁb@“‘ 198% | 33% | 292% | 16.6% | 27.2% | 34.2% | 24.1% | 18.7% | 27.0% | 30.7% | 30.0% | 30.0% [Income Tax Rate 3.0%
preferred securites. 47% | 64% | 126% | 128% | 1.0% | 1.8% | 20% | 21% | B4% | 10.8% | 21.0% | 19.0% |AFUDC %toNetProft | 5.0%
{LT interest eamed: 3.4%) 39.9% {.30.4% | 55.4% | 53.1% | 53.5% | 53.8% | 44.8% | 47.5% | 30.6% | 40.7% | 46.0% | 47.5% |Long-TermDebtRatlo | ¥8.0%
Leases, Uncapitalized Annyal rentals $18.6 mill. 47.4% | 49.7% | 42.8% | 44.6% | 44.7% | 44.4% | 53.4% 1 50.9% | 67.5% | 57.9% | 53.0% | 51.5% |Common Equity Ratio | 51.0%
P’ﬁ?lrslonAssets-ﬁIWMOOJ-mill, Oblig. $512.9 [ 1880.1 | 1730.6 [ 21523 | 1747.4 | 21028 | 2154.6 | 2137.1 | 2403.3 | 19864 | 2700.8 3175 | 3280 [Total Capital ($mill) 450
o . . 2316.4 | 2288.9 | 2527.8 | 2623.7 | 2604.1 | 2700.9 | 2734.5 | 2765.6 | 30662 | 3444.5 | 3990 | 4525 |Net Plant (Smill) 5025
00 e Bt & SO o a0 o 86% | 6% | 77% | 75% | T7% | 80% | 10.4% | 82% | 7.9% | 75% | 60% | 65% [RelumonTotalCapl | 7.5%
cum.), callabie from $101 1o $103.70. 11.8% | 9.0% | 134% | 122% | 182% | 160% | 15.14% [ 130% | 92% | 9.9% | 85%| 95% Retum on Shr. Equity 11.0%
Common Stock 86,365,262 shs. as of 5/5/08 13.1% | .9.0% [ 13.8% | 12.6% | 13.6% | 16.4% [ 155% [13.3% | 94% | 10.1% | 8.5% | 9.5% [Retum on Com Equity £| 11.0%
:| MARKET CAP: §2.3 billion {Mid Cap) 7% | NMF | 26% | NME | 23% | 44% | 51% | 32% | NMF| 9% | NMF| - [RetainedtoComEq | 20% ..
ELECTRIC OPERATING STATISTICS 89% | NMF| 81% | 104% | 83% | 73% | 68% | 76% | 104% | 91% | 106% | 98% [AliDivdstoNetProf | 81%
1% Rela Sales (10NH) iogg Z(log 2330% BUSINESS: Great Plains Energy incorporated is a holding compa- in affordable hqusing credits. Sold Strategic Energy (energy-
1 Ae use(uw}am 977 981 940 | ny for Kansas City Power & Light, which supplies electricity to about  marketing subslql?w) in '08. Fuel costs: 67% of revs. '07 .reporled
Avg. Indust Revs. per KWH (¢) 466 465 4.94 ! 506,000 customers in westem Missouri (57% of revs.)) & eastem deprec. rate {utifity): 3.0%. Has 2,500 employees. Chairman &
CwﬁvatPe?MfM 40.?3 495:13 gggg Kansas (43%). Elec. rev. breakdown, '07: residential, 34%; com- CEO: Michael J. Chesser. President & COO: Wiliam H. Downey.
Sk 312 3721 3838 | mercial, 38%; industial, 8% ofher, 20%. Generating sources, '07:  inc.: MO, Address: 1201 Waiput St., Kansas City, MO 64106-2124.
. %’cﬁmc@m&; ) +1.0 +10 +.6 | coal, 67%; nuclear, 22%; other, 4%; purchased, 7%. Has interests  Tel.. 816-556-2200. infemet: www.greatplainsenergy.com.
el 60 - Great Plains Energy is awaiting a de- lems. As expected, Kansas City Power &
! ix;dmc;vﬁ)“ Post 36'0,3& 2::‘." ,052?:1 cision from the Missouri commission Light had to significantly raise the esti-
ofchange persh)  10¥is,  5¥rs, to'nii3 | Tegarding its proposed takeover of mated cost of the 850-megawatt latan 2
Revenues 05% 90% NMF | Aquila. Under terms of the agreement, coalfired unit due to the rising cost of
| :Cash Fiow" 5% -15% 30% | Great Plains would pay around $1.5 billion labor and materials. (This issue is hardly
Eamings 5% . 1% | (55% in stock, 45% in cash) and assume $1 unique to KCPL.) The project is now budg-
| Book Value 15% 45% 1.5% | billion in debt for Aquila’s two electric util- eted at $1.77 billion-$1.87 billion, up from
. Car | QUARTERLY REVENUES Smill) | Ful ities in Missouri. The deal would probably the expected $1.45 billion-$1.59 billion 18
| endar [Mar31 Jun30 Sep.30 Dec.3t| Year be dilutive to earnings in 2008 but accre- months ago. KCPL also had some operat-
2005 5451 6317 7829 6452 |26049| HiVe beginning in 2009. The commission’s ing difficulties with its power plants in the
2006 |5592 6421 8185 6555 |26753 | ruling was expected shortly after this re- first cLuart_aer, which caused a poor bottom-
12007 16643 8046 9920 8062 |a267.1 | Port went to press. _ line showing. Finally, the utility is feeling
2008 |2676 350 4574 330 |1435 | Great Plains has completed the sale of the effect of the slowdown in the economy.
2009 (325 375 475 350 |1525 | its Strategic Energy s‘ubsidia.rg. We The upcoming months will be event-
Cal- EARMINGS PER SHARE A Full have adjusted our figures to exclude this fu.l KCPL will file general rate cases in
| endar [Mer31 Jun30 Sep.30 Dec.31]| Year | business. After taxes, the com%any expects Missouri and Kansas this year, aﬁrobably
2008 27 3% 1.19 3 | 218| to receive $270 million in cas (subJect. to around late summer or early fall. Great
2006 | do2 4 6 42 | 162| post-closing adjustments). Great Plains Plains plans to have a stock sale sometime
2007 | 28 29 72 56 | 185| will use the proceeds to help finance its in the second half of 2008. The company
|28 | do7 40 90 37 | 1.60| capital spending. Strategic Energy, which has not been specific about the timing or
laoos | Mr 41 91 .38 | 170] markets energy to commercial, industrial, amount of the offering. .
Cal- | QUARTERLYDVIDENDSPAIDBat | pyy | 20d institutional users, is profitable, but This stock is of interest solely for its
endar (Mar31 Jun30 Sep.30 Decdi| Year | €2rnings are volatile. The divestiture of yield, which is among the highest of any
2000 | 415 415 415 415 166 this low-margin business affects revenues equity in this industry. The lack of
2005 | 415 415 415  415] 166 much more than net profit, where it will d;wdex_ld-growth potential makes it an un-
2006 | 415 415 415 415] 166] have a dilutive effect on earnings. (Its exceptional selection for the 3- to 5-year
l2007 | 415 415 415 45| 16| share net was $0.45 in 2007.) period, however.
2008 | 415 415 The utility has run into some prob- Paul E. Debbas, CFA June 27, 2008
. gai : ; '00, ing, '06 due to change in shs. Next egs. | {C) Incl. intang. In '07: $5.66/sh. (D) In mili Company’s Financial Strength A
%’ceﬁl, '(?a"'oef)gg'z"s(é'&ssgg) 23(7«‘. (gf¢{7¢?)° m o »&.Eg‘.’(g)%iv'ds%istoricany paid ig iE{ Rate baseg:’ Fair val. Rate all',o)n com. eq. | Stock’s Price Stability 100
gain (losses) on disc. ops.. '03, (13¢); '04, 10¢; | mid-Mar , Juns, Sept., & Dec.  Div'd reinvest. | in '08: 10.75% (MO); none spec. (KS), eamed | Price Growth Persistence 30
05, (3¢); ‘08, 62¢. ‘05 EPS don't add due to | plan avail. t Shareholder invest. plan avail. on avg. com. eq., '07- 10.7%. Reg. Clim. Avg. | Earnings Predictabili 75

© 2008, Value Ling Publishmghl)nc. All rights reserved. Factual material is obtained from sources befieved to be reliable and is provided without warranties of any kind.
“THE PUBLISHER 1S NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, intemal use. No part
o it-may be.reproduced, resold, stored or transmitted in ‘any. printed, eleciranic or other form, or used for generating or markefing any printed or electronic publication, service ar pfoduct.
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Tralling: 204
Median: 140,

e 52.12 |t 14.3

4 088 5.2 AT 702 |

figh

TIMELINESS = Suspended 3/30/07
SAFETY ]

TECHNICAL
BETA .85 (1.00=Market)

2011-13 PROJECTIONS
An
Price  Gain

High:
2 Lowersd 403
= Suspended 3/30/07

343| 375
Low: 234

LEGENDS
e 0.94 x Dividends
divided by Int
Relative Prica Strength

eresF ngﬁ

358 39.0
209| 244| 226

36.8
31.0

427| 46.8
305| 36.8

505] 60.0
435 | 47.7

57.8| 60.6| 533 Target Price Range
474 481 440 2011 2012 |2013

120
100

80

PELEY B 84

Ogﬁons: Yes .
haded area indicates

TN

Return |,

65 (+25%

® By % | T
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'/"ﬂ"'ilgl L] 48
32

24

fo
]
H

under

insider Decisions

20

e, " 16
TR . 1

. % TOT. RETURN 5K8 18

302007
123 146 136
145

40302

shares

124 145
30075 37215 | ro0ed

Percent 12

8

4+

which eath common

share of
Peoples was converted -into .825 share of
WPS common. The combination took the | 2655
new name of Integrys Energy Group. Al
data on this page prior to 2/21/07 are for
WPS only.

Integrys Energy Group was Treated as a

1998 |

2001 2002

THIS VL ARITH.
L STOCK  INDEX
1yr -3.2 9.7
3yr. 71 273
5yr, 52.7 858

T

2006 | 2007 | 2008 13

holding company on February 21, 2007 to
oversee the entire operations of the recently
merged WPS Resources and Peoples Ener-
gy. WPS .acquired Peoples in an agreement

40.06
501 534) 611
1.76
1.96

85.80 | 83.55

527 | 591
274
212

. ©VALUE LINE PUB,, INC!
161.65 {Revenues persh
7.30 | “Cash Flow” per sh
3.85 |Eamnings per sh A
2.72 | Div'd Dect'd per sh Bst

179.75
880
435
284

158.82
5.87
354
228

134.67
488
247

153.90
6.75
3.65

256 268

357
19.48

716
2445

788
35.35

7.05 [Cap'l Spendirig per sh
44,60 |Book Value per sh ¢

620
48.55

—

514 710
2341 8490

3201

4339 | 7642| 7720 76.00 |Common Shs Oulstg O | 8040

189 140
98 75 79 64 76 85 61 "
5.9% 5.5%

146 | 215 Bold fighres are

Avg Ann'l PIE Ratio 125
79 113 ValuelLine ;

9| 1. Relative P/E Ratio 45
44% 1 48% | VP pvgAnniDivdVield | 52%

mill.

Pfd Stock $51.1 mill.
510,626 shs. 5.00%.1o 6.88%, callable $101 to
'$107.50; sinking fund began 11/1/79. All cumula-
tive, $100 par.

CAPITAL STRUCTURE as of 3/31/08
Total Debt $2448 mill. Due in 5 Yrs $716 mill
LT Debt $2263 mill.
(LT interest eamed: 3.4x)
| Leases, Uncapitalized Annual rentals $8.3 mill.

 Pension Assets-12/07 $1220 mill. Oblig. $1110

LT Interest $133.6

Ptd Div'd $3.1 mill

Cominon Stock 76,424,095 shs. as of 5/6/08
MARKET CAP: $4.0 billion (Mid Cap)

6962.7
1574

1063.7 26749
438 944

43213
845

6800.7 | 10292 | 71880 | 72610 |Revenues ($mill . 14450
1516 | 181.0 | 285 300 [Net Profit (§mill 350

mil,

32.3% 20.8%
3.2%

26.3%
25%

29%
1.0%

22.9% | 32.2% | 32.0% | 32.0% (Income Tax Rate 320%
A% | 5% | 20%| 20% |AFUDC % toNet Profit 20%

50.6%
41.6%

41.8%
43.9%

35.7%
53.8%

48.3%
45.8%

45.3%
52.1%

39.0%

58.7% |

448% | 40.8% | 450% | 45.0% |Long-Term DebtRatio | 47.0%
53.4% | 58.3% | 54.0% | 54.0% [Common Equity Ratio | 525%

9614
820.1

1220
863.7

13039
905.1

17083
1610.2

1926.2
1828.7

20224
20494

28719 | 55520 | 6205 6425 |Totel Capital (Smill) 7460
2534.8 | 44638 | 4775 | 5055 | Net Plant ($mill) 5615

6.4%
80%
9.0%

62%
9.8%
11.1%

6.8%
10.5%
11.9%

7.0%
10.7%
11.7%

6.1%
9.0%
9.1%

8.0%
1.6%

11.8% |

6.4% | 45% | 60%| 6.0% [Retumn on Total Cap'l 6.0%
96% | 55%| 85%| 85% |Returnon Shr.Equity 8.0%
97% | 55%| 85%| 85% [Retumon ComEquity B[ "9.0%

ELECTRIC OPERATING srx('\ggnczso
X g i S
Avg. Ini Use(KWH&(Kw:H) 15851
A st Bovs perkWH () 4.53
Cocty o Peak

Annual Lbad Factor 75.0
+

% Chqngecmwmets -end)

2 06
+7.4

2681
) 2189 2360

8 +1.0

NMF | 12% | 19% | 31% | 20% | 66% | 53%
102% | 85% | 80% | 76% | 74% | 79% | 54% | 56%

3.4% --1 20%| 2.5% |Retained to Com Eq 0%
65% | 100% | 74% | 71% |All Dividsto Net Prof 66%

BUSINESS: Integrys Energy Group is a holding company for WPS
Resources anhd Peoples Energy. Provides products and services in
reguisted and noriregulated markets. Regulated operations com-
prise four natural gas utilities, and one electric utility in Wisconsin,
Hiinois, Michigan, and Minnesota, Also conducts nonregulated
energy-related businesses in the United States and Canada. Has

about 1:6 million natural gas distribution customers, 485,000 elec-
fric customers. '07 depreciation rate: 3.4%, Estimated plant age: 11
years, Has 5,231 employees, Chairman. President, & Chief Execu-
tive Officer: Larry L. Weyers, incom.: WI. Address: 130 East
Randolph Drive, Chicago, lllinois 60601. Telephone: 800-236-1551.
Intemet: wiww.integrysgroup.com.

Fixed Charge Cov. (%)

234 236

215

ANNUAL RATES Past
of change (per sh)

Revenues
“Cash Flow"
Earnings
Dividends
Book Value

10 Yrs.
16.5%
2.0%
4.5%

2.5%
, 615%

Past Estd '05-'07
§¥is.  to'1"13
140% 25%

Cal-
endar

QUARTERLY REVENUES {8 mill)
'Mar31 Jun.30 Sep30 Decdt

2005
2006
2007
2008
2008

14889 1327.5 1757.3 23910

1995.7 14753 15551 1864.6
47 2362 2123 3060
980 2460 2225 3206
4140 2600 2370 3500

12610

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun.30 Sep.30 Dec.3t

Full
Year

173 62 125 49
14 97 6 50
167 d53 14 119
w720 15 153
185 23 .17 160

409
354
247
365
3.85

QUARTERLY DIVIDENDS PAID Bsf
Mar.31 Jund0 Sep.30 Decdi

Full
Year

2000

545 545 555 555
565 555 565 565
565 565 575 675
583 66 66 .66
& 8

220
224
2.28
2.56

Integrys’ WPS Rescurces subsidiary
has filed for higher rates. It secks $106
million in increased electric rates and
$11.7 million in higher posted gas tariffs.
A‘major part of the request is for return of
refunds paid to customers in 2008 and
2007 for which credit had been deferred.
The application also asks to place the $752
million cost of the Weston 4 coal-fired unit
in the rate base. Too, recovery is sought
for expenses related to the environmental
compliance program, which has installed
emission control equipment that reduced
the need to purchase nitrogen oxide cred-
its. Finally, the petition asks for reimbur-
sement of the $34 million purchase-power
and O&M cost stemming from last Decem-
ber’s Weston 3’s outage due to a lightning
strike. New rates should be effective on
January 1, 2009.

The company is adding wind power
generation. Management projects it will
need more than 200 megawatts (mw) of re-
newable energy by 2015 to comply with
regulatory requirements. To meet the
deadline, it has signed a letter of intent to
acquire a 150-megawatt portion of a wind
project in Minnesota. Construction will

start as soon as an interconnection sched-
ule is -established with the Midwest Inde-
pendent System Operator. TEG has. fur-
ther agreed to pay $251 million for a 99-
mw wind farm in an area of lowa, where
high capacity offsets cosis. The sale is ex-
pected to close shortly. Operation is
targeted for late 2009.

We look for solid earnings in the
merged company’s first full year of
operation. Synergy savings of $70 million
will replace 2007’s costs related to the ac-
quisition of Pecples. Rate hikes in Illinois
and Wisconsin are another plus. On the
down side, jncreased debt offerings were
necessary to achieve the merger. All told,
we estimate 2008 earnings will rise more
than 45%, to $3.65 a share. Single-digit
gains are likely to 2011-2013. We have as-
signed. the stock no Timeliness rank be-
cause of its short trading history.

These shares offer an above-average
yield. And dividend growth prospects are
in line with those of the group. Moreover,
the stock’s Safety rank is 2 (Above Aver-
1alge). Utility investors might take a look

ere.
Arthur H. Medalie June 27, 2008

(A) Diluted EPS. Exdl, gains, (losses); '97, 12¢;
'00, 10¢; '02, 68¢ |

THE PUBLISHER IS NOT RESPONSIBLE

, ‘03, 10¢

; ‘04, (35¢); ‘06,

'OR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for
of I may be reproduced, resold, stored ar transmitted i any printed, elactranic or other form, or used for g ing or i

Sept.,
2/21/07. » Div'd reinvest. plan avail. + Share-
332¢); '07, $1.02. Next egs. ipt due late July. | holder invest. plan avail. (cyncl. intang. In '07, | eq, '07: 7.4%. Reg. Clim.. Wisc., Above Avg.
B) Divids historically paid late Mar., June, | $948.3 mill, $12.41/sh. (

and Dec. 10007 payt pro-rata to | Rate base: Net orig. cost. Rate al'd in Wisc. on | Com
com. eq. in '07. 10.9%; eamed on avg. com.

) In millions. (E) | ., Below Avg. (F) Prior data for WPS only.

© 2008, Value Line Publishing, irc. All rithts reserved. Factual materia) is obtained from sources befieved to be refiable and is provided without warranties of any kind.
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SAFETY 2 Raised 7t LEGENDS i 2013,
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.{.’_ ' TECHNCAL 3 Lowenosone | e by ners e @
f BETA 90 (100=Markety Blort spit &g T 0
i 2011-13 PﬁmECiAniaﬂn;”m ghaded area lndimtles recession et |-'I ___'_IL'I’ e el i N M 33
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low 30 (309 2% S Db - 6
Insider Decisions b n - et = 12
ASONDJFMA i [ e | B N ;
WBy 00000000O0 ot e 8
M 802388808 B
; Institutional Decisions * mt}ﬂguav':m
; W00 100 | porcory o . | m ‘ STOCK BDEX |
to 84 97 90| shares 6 1w 54 97
1 o 143 112 914 et 3 3y %8 273 [
HIds(000) 44580 47002 45103 Sy. 1002 @858
1992 / 1993 [ 16941995 | 1996 1997 | 1998 [ 1999 [2000°| 2001 2002 2003 2004 | 2005 [2006 | 2007 2008 | 2009 ©VALUE LINE PUB, INC] 13-13
1630 | 17.94| 1678] 1613 1718 1823 2002 | 27.90 | 4233 4080 | 3852 | 4324 | 5474 ..65.65 | 4392 | 4137 4470 “44.60 Revenues persh - . 8225
258 287| 307 ate| 331 3381 3901 406| 415 361 375 965 374 380 447 479 4700 475 |“Cash Flow” persh 5.50
1.21 1.39 1.51 152| 162 1.61 2041 194 189 1.29 18] 173 1.78 1.83 245 | 264 250 255 Earnings persh A” .00
133 133{ 133 133) 133 133 133 | _133] 133 138 133 133) 133! 139 | 134 137| 140] 143 Dlv'dDecrdpersnB-f 1.55.
1.76f 158 1871 175| 200 203 186 283 2301 239 280 207 3021 330 534 608 7057 7.40 |Cap Spending per sh 6.00
118 124] 1411 1161 1191 1219 1291 | 13.00| 1366 | 1334 1253 | 1375 | 1428 | 15.19 1759 | 18.3t| 19.70| 21.30 Book Value per sh © 25.50
8066 | 8069 8077| 3075] 8076 80.77| 8080 7786 7792 77.99 7850 | 8740 | 90.00 | 90.60 | 9120 91.80 | 9700 97.50 Eommmshaomst’g ® 1710050
1471 128 1.1 19] 123 140 1331 127 108 174 147 118 14.1 14.9 137 | 138 | Boid fighres are Avg Ann'l PE Ratio [iZ 3
.89 76 73 80 7 81 69 .69 69 .89 N4 .67 74 N, 73 ValueiLine Relative P/E Ratip 75
TS| T5% | 80%] T4%| 67% ) 59% | 49% | 57% | 66% | 59% | 6% 85% | 53% | 49% | 40% | 38% | e auomoniDivaYid | 4%
CAPITAL STRUCTURE as of 3/31/08 16177 | 2172.4 | 32087 | 31624 30239 | 3779.0 | 49266 | 5048.2 [ 40056 3797.6 | 4200 4350 Hevenm(&mm) . ., 5250
Total Debt $1810.6 mill Due in§Vrs $867.3mil. | 1850 1513 | 1470 1006 | 1117 | 1418 | 1578 | 1661 | 2264 | 242| 235 245 | Net Profit (Smitl) . 25
;-'}Prfg‘r;‘f;"rfeg!'%o )'~T'"'°'°" $99.5 mill. S06% | 97.3% [ 342% | 343% | 364% | 36.4% | 345% | 02% | 348% ] 323% | 5% 33.5% [Income Tax Rate" 335%
! - O 6% S%h| 15% 7% 8% A% | 1% | 1.3% | 38% ] 1.6% 3.0% | 2.0% |AFUDC % to Net Profit 20% |
Leases, Uncapitalized Annual rentals $5.6 mil. | 47.3% | 52.8% | 60.8% | 50.5% | 60.4% | 544% | 52.5% 495% | 468% | 44% | 48.0% | 425% Long-Term Debt Rafio | 48.5%
. 52.7% | 47.2% | 38.2% | 40.5% 39.6% | 45.6% | 474% | 505% 54.4% | 556% | 520% | 57.5% ComliwnEqm lity Ratio 51.5%
Pension Assets-12/07 $514.0 mill. Oblig. $518.0 19790 | 2159.9 | 2712.8 | 25663 | 24655 | 2637.7 | 2708.7 | 27266 2050.1 | 30255 | 3545 3620 Total Capital ($milf) 4950
fl;,flﬂ'smck None 2526.6 | 3242.0 | 32195 | 32637 | 32043 33005 | 3581.0 | 3567.4 3867.5 | 4246.3 | 5140 5645 Nét Plant ($mill) 8725
99% | 88% | 76%| 6.2% 6.6% | 7% | 7.4% | 76% | 9.1% 95% | 8.0% | 8.0% Retum on Total Cap’l- 7.5%
Common Stock 91,974,496 shs. 15.9% | 148% | 13.8% | 97% | 11.4% | 11.8% | 123% | 12.4% MAN% | 145% | 12.0% | 120% Retum on Stw. Equiy | 11.5% |
X ; 15.8% | 14.8% | 13.8% | 9.7% | 11.4% 11.8% | 12.3% | 12.1% | 14.1% | 145% 13.0% | 12.0% Hetuln'oncmquuifiF' 11.5% |
b—* MARKET CAP: $3.1 biflion (Mid Cap) S5h | AT% | 41K [ NWF 1% [ 3% | 34% | 34% | 66% | T1%| 60% | 50% Retainedto ComEq: | 5.5% |
ELECTRIC OPERATING STATISTICS, 65% | 68% | 70% | 103% | 89% | 70% | 73% 72% | 53% | 51% | 5% 56% |All Div'ds to NetProt. | 53%
% Change Retad Sals o) 24_0503 2+°1°g 2007 BUSINESS: OGE Energy Comp. is a holding. company for OKlafio-  17%. Generating sources, 07 coal, 51%; gas, 29 wind, 2%; pur-
Amust Use (Wr‘iiw 762 748 738 | ma Gas and Electric Company (OG&E), which suppiies electricity to.  chased, 18%. Fuel costs: 69% of reveriues. '07 reporied deprégia-.
Avg. indust. Bevs. ﬂ:{ {®) 494 486 522 | 765,000 customers in Oklahoma (87% of electric revenues) and tion rate (utifity): 2.7%. Has 3,200 employees. Chairm@h,‘Pre‘sfg!eri‘r
Capacly at Peak | 6739 6688 68?9 Westem Arkansas (8%); wholesale is (4%). Owns Enogex pipeline & CEO: Peter B. Defaney. COO: Dapny P. Haris, Inc:: Oklahoma,
RoakdLcad Sy () %78 %3 97| subsidary. Acquired Transok /% Do qovenue breakdown, - Address: 321 Norh Harvey, P.0. Bo 521, Okishoma City, Okiaho
%Changecus!omefs&mm +14  +13  +1.0 | '07: residential, 38%; commercial, 25%; industrial, 20%; other, ma 73101-0321. Tel.: 405-553-3000. Intemet: wwy.oge.com.

; OGE Energy’s utility subsidiary has: case that it plans to file in. 2009, The utili-
ix:“c,&g:%?;s Past 35;”‘ gt'd '0:-?37 asked the O oma Corporation ty alst_: wants the OC‘C' to .approve the con-
dfchange perst  10¥s.  5¥is. o'ty | Commission (OCC) to approve the Struction of a transmission line that is
Revenues 118% 45% 5% | purchase of a stake in a gas-fired needed to facilitate the development of
“Cash Flow” 30%  25% ,%9% | plant, Oklahoma Gas and Electric has wind power, along with another rider to
gi’;,i"é'gﬁgs 40%  85% 55% | agreed to pay $435 million for a 51% share recover this cost until the next general:
Book Valus 35% 58% 70% | of the 1,230-megawatt Redbud facility. At rate case. Finally, in August OG&E plans.
Py dUARTERLYHEVENUES(SML) ol legs than $700 a kilowat_t, the purchase to file a rate case in Ar_kansas, with new
en:ar Mat31 Jun30 Sep30 Decdi| vear| Price is well }aelow what it would cost to tariffs to takg effect in mid-2009. L
2005 [12745 1339.1 16815 16531 (50482 build a similar plant . today. Initially, OGE’s I.ﬂnogqx subsulix_a_ry'is benefiting
2006 [1108 9343 11308 8309 4005.6 QG&E would recover the cost throug.h. a from higher comn;od_:ty spreads. The
2007 [ 8815 9134 10445 9582 (37976 | rider on customers’ bills. Once the_ utility price of natural gas hqmds_ typically trackg_
2008 | 9047 10053 1200 1000 |4200 | files a general rate case and receives an oil prices, which have risen even more
2009 [1000. 1025 1300 1025 4350 | order, Redbud would be rolled into base than gas prices of late. (OGE wantg to spin
Cat EARNINGS PER SHARE A Fun | tariffs. An order is due by mid-November. off a portion of Enogex into a master li-
endar [Mar3! Jun.30 Sepd0 Dec3l] Year | Some other regulatory matters are- uute,d partnership, but market conditions
005 | 05 40 118 20 | s3] Pem or upcoming. OG&E is asking aren't right.) Our 2008 sh,are—net estimate-
06 | 27 83 132 24 | 245| the OCC to allow it to recover $14.7 mil- is at the midpoint of OGE'’s targeted range
007 | 19 68 137 49 264 | lion of costs associated with a proposed. of $2..40e$2.6_0. We look for an uptick in
2008 | 4 .75 141 20| 250 coal-fired plant that was canceled. The 2009, assuming that OG&E gets a rate
009 | .18 .72 145 .20 | 255 utility wants to retain the proceeds from rider for Redbud, even though average
Cal- | QUARTERLYDIVIDENDSPAID®at | pyy | the sale of sulfur dioxide allowances in or- shares outstanding w1]1 be_ h_1g_herT OGE
endar |Mar3) Jun30 Sep.30 Decdt| Year | der to pay for this. Instead, the OCC’s plans to sell up to six million common
205 | 333 333 333 333 | 143] Staff wants OG&E to use f.hgse monies to sha.res in the next two-years: ]

; 205 | 333 333 333 31 | {33] offset part of the $35 million of storm- This stock’s yield isn’t much better
208 | 333 333 33 333 | 133] related costs that the company incurred than the utility average. Total return
2007 | 34 34 o % 13 | last year. OG&E has proposed recovery of potential to 2011-2013 is below average.
2008 | 348 348 the storm costs as part of a general rate Paul E. Debbas, CFA June 27, 2008
: i . , 3 : 02, 39¢; | eamings report due early Aug. (B Divids his- [ $2,52/sh. (D) In mill., adj. for split. (E) Rate Company’s Financial Strength A
((?3)2%8 "(,)Ez%;ggrl\sng:r&:cfﬁ:e:ps.: 'og,¢ :)arica?gspaeigoin Iat: Jar:? Ap{g., Sul)y and C;Jct.- gase: Net(or%g. cost, Hat]e a"oveed g?com. eq. Stoclg's g;iceShbimy ? 95
12¢,'04, 1¢; ‘05, 8¢; '05, 49¢; ‘06, 39¢. '06 Divd reinvest. plan avall. t Shareholder invest, in '06: OK, 10.75%; in '07: AR, 10.0%; eamed | Price Growth Persistence 75
EPS don't add to totai due to rounding. Next | plan avail. (C) Incl. deferred charges. In"07: | on avg. com. eq., '07: 14.9%. Reg. Clim.: Avg, Earnings Predictability 85
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302007 402007 10206 . A stocK  INDEX |
noy 7 3 45| et 3T 5 ’ 1y, 187 87 [
© 39 47 35 | wraded 3 3 - 1 d 3yr.  -845 .27.3 L
14105 13790 13984 ! 5y 621 8
1992 ] 1993 | 1994 | 1995 | 1996 [ 1997 | 1998 [ 1999 | 2000 {2001 | 2002 2003 [2004 |2005 | 2006 {2007 | 2008 | 2009 | ©VALUE LINE PUB,, IN 1-13

937| 1186 1286( 1470{ 1613 1680| 1814} 10.48 2345 | 2653 | 2775 2928 | 3045 | 3559 | 3743 | 4150 42.40) 44.20 |Revenues per sh 46.75
203| 225| 2331 247| 278| 295| 275| 201| 321| 340| 344| 330} 288 335| 339| 355| 360| 3.80|“CashFlow”persh 425
1ol 12 117] 139 1241 120 129! 145| 160| 168 179] 151 150 178 169| t78( 1.80| 1.90 |Eamings persh A 225

82 8 86 g 80 8 96 09| 102! 104 108] 108 110} 112} 115} 147] 119 1.21 {Divid Dec'd per sh B= 127
10T 38| 13| 46| 28| 179| 123| 137| 185 27| 295[ 197 172 504 | 235 | 543| 885 5.65 |Cop’lSpendingpersh 575
796| 782) 790| e24] e61| s896| 947{ 1030| 1087 11.33 | 1225| 1288 1481 | 1580 | 16.67 | 1755 18.30| 79.05 |Book Value persh © 2200
2% 2%] 2% 28] 2243| 2346 3376 | 2385 | 23.85 | 2465 | 2550 | 2572 | 2598 | 2040 | 2052 2585| 31.00) 3110 Common Shs Outstg © | 33.00
551 156 138| 12| 140| 128| 14| 138| 135| 14| 160] 18] 173 B4 | 173| 19.0 | Botd fighres are |Avg ANl PIE Ratio 130

94 92 R} 95 88 T4 75 78 88 84 871 101 a1 82 93| 100| Vatuetine |Relative P/E Ratio

avo| am| 53| s2%| s2%| 56%| 2% | as% | a7 | amw | ame | 40w | 42 ate | g% | a5%| Cetmues  |augAnnIDivdYield | 43%

CAPITALSTRUCTURE asof 33108 | 431.1| 4645 | 5504 | 6541 | 7104 | 7632 | 8823 10484 | 11050 | 12389 1315| 1375 |Revenues ($mill) 1540
Total Debt $468.0 mil. Due in § Yrs $231.6 mil. 26| 369| 402] 436] 41| 397 00| 520| 508] 540| 550 60.0 |NetProfit (Smil) 750
LY Debt $3425mil. _ LT interest $21.1 mil. 5% | 322% | B03% | 315% | 0.3% | 274% | 20.8% | 346% | 948% | 34.1% | 31.0% | 31.0% [income Tax Rate 31.0%

| (7 interest eamed 4.6x) | 7% | 8% | 31% | 57% | 50% | 24% | 17% | 1.9%| 42%| 90% | 130% |AFUDC % toNetProfit | 11.0%
Lassis, Uncapialized Annial rentals $433mil, | 407 | SA7% | S85% | AaS% | 440% [482% [37.1% | 360% | B5% 3.0% | 455% | 49.0% |Long-Term DebtRatio | 50.0%
bension Ausets-1207 $170.9 mil. Oblig. $185.2 | 50.6% | 630% | 535% | 545% | 534% | 54.3% | 607% | 629% | 645% | 50.4% | 8A.0% | 40.5% Common Equity Ratio | 49.0%

il -y ] M50 | 2656 | 4844 | 5222 | 5672 | 6146 | 7065 | 7382 | 7630 8621 | 1075| 1195 [Total Capital {Smill 1475
»'{é‘émi‘ife"&“ws"'&?n“’ﬁf”ﬂ'&oon . |2 | s0l 5169 | S0 | sero | ese3 | e | 69 | 7186 | 8540 1075 1190 |NetPant (k) 1575

| deting vaive). pa . o0% | a7T% | 6% | 93% | 90% | 78% | 68% | 83% | 7.7%| 72%| 65% | 65% [RewmonTotalCopl | 65%

Common Stock 30,056,148 shs. 124% | 132% | 137% | 148% | 14.0% | 114% | 90% | 11.0% | 100% | 100% | 95% ) 10.0% Return on Shr. Equity | 70.0%

 as:of 4r30/08 : 1 1350 | 141% | 148% | 1a9% | 145% | 197% | 8:1% [ 112% | 102% | 10.2% | 10.0% | 10.0% |Retum on Com Equity £ | 10.0%

| MARKET CAP: $1:2 billion {(Mid Cap) S| 45% | 54% | 58% | 60% | 32% | 25% | 42% | 3.3% | 35% | 35% 40% [RetainedtoComEq 0% H
ELECTRIC GPERATING STATISTICS 7| 70% | 65% | 63% | 60% | 73% | 73% | 63% | 68%| 66%| 66% | .63% |ANDivids o MNetProt 9% |
iRl 3 2%0 2007 [ BUSINESS: Oter Tal Corporation is the parent of Ote Tail Power Fuel costs: 11% of rev. Has operalions in manufacturing, plastics,

X Use {MAH) 20379 30169 31458 | Company, which supplies electricity fo 128,000 customers in a health services, food ingredients, & ofhers (55% of '07 net inc.). ‘07
mm.mm 0] 86 504 520 | mainly rural area in Minnesota (50% of retail elec. revs.), North Da-  reported deprec. rate (utility): 2.8%. Has 4,300 employees. Chair-
ml’m ) ng 7333 7“6‘5\ kota (41%), and South Dakota (9%). Elec. rev. breakdown, '07: man: John MacFarlane. Pres. & GEO: John D. Erickson. Inc.: MN.

1 AonuLoad Factr (% 665 662 NA residential, 28%; commercial & fanms, 35%; industrial, 21%; other, ~ Address: 215 South Cascade St., P.O. Box 486, Fergus Falls, MN |
% Change Customers (yr-end) +.2 +5 +2 | 16%. Generating sources: coal, §2%; other, 1%; purchased, 47%. '56536-0496. Tel.: 218-739-8479. Internet: www.ottertail.com.
Fed Chasge Cov. (%) 285 446 410 | Otter Tail Corporation’s utility sub- commission has yet to rule on this matter.

—— gidiary is awaiting an order on its We have reduced our 2008 and 2009
amgx s 1:?: :ﬁ E‘&%ﬁ;‘w rate case in Minnesota. Ottér Tail share-earnings estimates by $0.15 and
Revenues 0% '8.0% 3.5%

9. Power filed for a tariff hike of $14.5 mil- $0.20, respectively. The company’s dis-
“Cash Flow” 25% 5 35% | Yion (11%). Under the utility’s proposal, appointing March-quarter tally prompted
E‘-‘M“;‘;‘,?Ss 255.,_’? »2'_3;2 ';g;é the net effect on customers would be an in- our revision. The weakening economy is

Book Value 9% 75% 45% | crease of $8.8 million (6.7%) because some hurting some of Otter Tail’s nonregulated
QUARTERLY REVENUES (3 mi) of its profits on wholesale power sales subsidiaries. Our revised 2008 forecast is
hrd Mar31 Jun30 Sep.30 Dec.3t| Year| would be shared with ratepayers. An in- near the low end of management’s tar-
4232',1 2564 2727 2852 10464 terim rate.increase of $7.1 million (5.4%) geted range of $1.75-32.00 a share. We
2578 2799 2806 2867 (11050 went into effect last November 30th, sub- still -expect decent earnings growth in
2011 59 3022 3207 12389 | Ject to refund. The commissiori’s order is 2009, thanks t6 higher.income at the utili-
3002 3348 30 340 1315 expected by August 1st. Otter Tail will put ty and a nonutility operation that builds
240 340 5 350 [|1375 | forth applications in North Dakota by -equipment usedmvn_nd-;!ower projects.
PER SHARE A Full yearend and in South Dakota in 2009. We do not see any justification for the

BEEEER

Cal- EARNINGS i - " ; A :

5 Otter Tail went a long time without current stock price. It is actually up
e;;: uﬁg ngo Sepszo Dec4.231 v:;; filing a general rate case. The’rate ap- slightly since Otter Tail released first-
2006 | 50 a7 % 9| 18 plication in Minnesota was the company’s quarter earnings, even fthough the compa-
7l U 53 ‘4 46 | t7s] first in that state since 1986. The utility ny lowered its guidance by $0.10 a share
08| 27 50 56 A7 | 180 hasot filed in North or South Dakota at that time. At the current quotation, the
0o | 0 5 60 50| 19| since the early 1980s. Since that time, stock is trading at a market premium,
Car | QUARTERLY DIVIDENDSPAD == | Fun costs have risen to the point where Otter despite the fact that roughly balf of Otter
endar |Mar31 Jun30 Sep30 Dec31| Yesr Tail had no choice but to petition the regu- Tail’s profits come from its regulated utili-
2004 27'5 075 275 215 | 110 lators for higher tariffs. ty operations and most of its qonutlhty in-
205 |28 28 28 28 | 112 The utility wants to build a coal-fired come comes from cyclical businesses. The
2006 | 286 288 288 ‘88 | 115| plant with some partners. It would be in stock is trading well above our 2011-2013
2007 | 293 203 263 293 | 117 South Dakota but would need transmis- Target Price Range.

2008 | 298 .298 ’ sion lines through Minnesota. That state’s Paul E. Debbas, CFA June 27, 2008

A) Diluted eamings. Excl. nonfecurming gains: | rounding. Next eamings rem)n due early Aug. | $5.55/sh. (D) In mill., adj. for spiit. () Estd Company’s Financial Strength A H
ss& 7¢; '99, 34¢, ggains from discontinuad oper- | (B) gc%s historically paid in earty March, rate allowed on com. eq.: 12.0%; eamed on Stocics grice Stability 85
ations: '04, 8¢; '05, 33¢; '06, 1¢. '05 &°07 7| June, Se'rt., and Dec. » Div'd reinvestment av'g. com. eq., '07: 10.5%. Regulatory Climate: | Price Growth Persistence 45
eamings don't add to full-year totaf due to plan available. (C) incl. intangibles. In'07: MN, ND, Average; SD, Above Average. Earnings Predictability 85
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