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Cp^ pr ô.' N++

E-
O
2.4

a N

N M(^^ O O o"^ N

O

v^Q' U R Uf„ A N

0 1"

a+ ^+ a+

O

,

O

i'^.
,
N

° `++ ^c

d
Cd

id

^ O

cd

W cd O s. t U G H ^ eE

0
'°

> ►. "O 00, 5. 0
O U. on o vi a. vi t+:

w N
0

O

U

0 WN_
N °

Mw

N
w0

^
p" U

O y w
^

od
++ ..U. ^^ t^, •^ y E-^ ^ cdo vi ^.:a ^ Q O >

°'
o

o0 ^+
a.^ U ^ °'

o C,4 •• a^b

-
..

w O
a^ o

3^^aoN -0 a^
Q=QW

W a^ • ..
o^2°

on c o oU.D ,o ° M^- ^ .2̂

^^. ^= o^

. .

p ¢ f j 4d. j o (1) o ^° c^ o
a)

p ^ O Fco =
0 ^ x^ ° °

G

° 3 ^
.

W
, ,

°

° ° a

iai aeu ? ?
a

o ^
^ Zo

° o•S-" ^ ^v^ ^
U w o

a
a

° ^ ^ `" ^ a' w '^, `° •^ ^s
^

a a k
.

^ ^ e
w 0 0 0 °enw

p^ cWa•> 00
. .
OoO a^ o H o o > ^^oQ a^ ... o ayO

a ^°
'>cs.
o a

>
i^ ^ oo ca ^

ow O^^ 3^
4

v^,'dr^^ U U:. WUA
, o

v^rxd dN
.

v^ u,0
.

a:v^
ai

dv^w.0 U

a o .•O1, a'^o
M ef M M
r

°
^ ^

°
r

°a a a aw w w w

0\
tv^

81

(Z:)
M

b4
^
^

302



° U

y . D

r• 'U

VJ ^ ^+^i 4-•i "C3

.^

° Uy^ .

_0

'•^ ^
N O w

..

O
W

^o
t

^
U0^

z
0 o o
4''-o°
^u O

0
u N

ai oo oai V
In c c°'i

A-
Y or.

.0 °°

^•w-o0

0
° U J' •'^

bD

^ °a oia:°oa° ^ a.c
i0 i o^ a^i..
c l .,

112"

3 ŝ
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PART II

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
1 st 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 Item 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 20071

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 (2) 2005 2004 2003

Total revenues $10,292.4 $6,890.7 $6,825.5 $4,876.1 $4,309.8

Income from continuing operations 181.1 151 6 150.6 1566 110.7

Income available for common shareholders 251.3 155.8 157.4 139.7 94.7

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 43.1 39.8 37.3 36.6
Average 71.6 42.3 383 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 2.48 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% 115%
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

(1) Includes the impact of the PEC merger on February 21, 2007.
(2) 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 Illinois).

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.

• Our investment in 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.

• Investment of approximately $75 million in lateral infrastructure related to the connection of the
WPSC distribution system to the Guardian 11 natural gas pipeline to Green Bay.

. WPSC's negotiations to purchase a 99-megawatt wind generation facility to be constructed in
Howard County, Iowa.

. 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 Illinois 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, Illinois, which consists of gas cleanup equipment and engines to
collect and burn landfill gas at the site to generate electricity.

• 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.

• "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 $ 87.4 $ 85.5 $ 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 $157.4 613% (1.0)%

Average basic shares of common stock 71.6 42.3 38.3 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 2006, resulting primarily from the following:

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

• 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.

• 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.

Earnings increased $21.3 million from 2005 to 2006, primarily due to the following:

• 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 earnings.

• 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, resulted 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).

• Retail electric rate increases at both WPSC and UPPCO also 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:

• Financial results for MGUC and MERC increased $18.1 million, from a combined net loss of
$11.3 million in 2006, 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.

• Regulated natural gas utility earnings at WPSC increased $13.5 million, from earnings of
$9.6 million in 2006, 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.

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 earnings during the heating season (first and fourth quarters).
Because of the late February acquisition date, results 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.

• Earnings 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 2006, to $13.6 million in 2007.

Earnings decreased $1.8 million from 2005 to 2006, 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 royalty 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 2006.

• 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 and 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 million
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 2006.
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.
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PART I

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
U.K. PPL's significant subsidiaries are shown below:

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 delive ry of electricity
in the U.K. 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 ofPPL
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 PJM, the New York ISO, ISO New England and the Mid-American Interconnection Network. PPL's
western 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 PJM's operations and functions and the RFC.

The Montana coal-fired and hydro-powered stations have a capacity of 1,287 MW. PPL Montana's power plants are 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 2908, 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-Bane and
Williamsport.

In addition to delivering electricity in its service territory in Pennsylvania, 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%
of 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, Illinois, 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.

PJM 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. PJM 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 PJM 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 alternative 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 Governor 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
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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 U.K.

WPD, through indirect wholly-owned subsidiaries, operates two electric distribution companies that together serve approximately 2.6 million
end-users in the U.K. 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 1.4, 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

326



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

Pennsylvania
Montana
Illinois
Maine
Connecticut
New York

Total

Millions of kWh

44,032
8,441
332
326
278
232

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:

PPL EnergyPlus' obligation under two contracts to provide electricity for PPL Electric to satisfy its PLR obligation under the Customer
Choice Act through 2009;
PPL EnergyPlus' obligation under contracts to provide electricity to NorthWestern; and
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 interest in PPL Coal Supply for $7 million. PPL Generation'.- coal supply costs are expected to increase by approximately $20
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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 a 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.

Oil 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 16ng-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 storagetechnology. The facility is modular, so that additional storage capacity can be added as needed. The facility began receiving spent nuclear fuel
in 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 fuel 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 small
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 eastern 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 internationally about global climate change and the contribution of greenhouse gas emissions
including, most significantly, carbon dioxide. This concern has led to increased federal legislative 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, a 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 a result 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-Level 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 Barnwell facility that will not be shifted to Clive, Utah.

Electric and Maenetic 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 its 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 anappropriate 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 l 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 a 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 Hoitwood 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 January 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.K. 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
PPL Generation ?.674
PPI. EnergvPlus '197 (a)
PPL Global

Doniestic S

International (WPD) 2,334
Total PPL EnergNSuppl}, ,^ ] 3

PPL Electric ?,238
PPL (?as Utilities 3 ;

PPL Services & Other 1,325

Total PPL 11,149

(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 IA., 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 International 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 future 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:

• demand for electricity and supplies of electricity available from current or new generation resources;
• 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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Pension Assets 127 $5:10 big. Oblig. $3.69 bill. 442% "58:3% '603% 562% 59.4% 57:0% 57.9% b2.9% 57.8% 55.0% 52.5% Long-Term Debt Ratio 415% 
P(d Stock 82570 ini8 -Ptd DN'd $16 0 miq

46.4% 17,11% '383% 18.0%
'

42.7% ' 39:7% -:420% 41:1% 462% 41.1% 40% 47.0% Common Equity Ratio 50.5% , ..
^,340,140 shs $4 Q4$7 05 $(QO fq pref. redeem•

11461 12582 '17Q87 22009 23927 26571 27190 25307 27961 22898 24400 2b550 Total Capital ($m81) 9400 ,
etde at $t0100 112 5ash 2300;000 yar. rate 10637 10764 14849 18681

'
20257 25850 26716 28940 .P93g2 21352 24025 27009 NO Plant 1$IMI 35700 

N ( c n e y Market Pid shs. Exd pfd. due within 1 year. &7% OA -5 9°! 5 3°6 -7.7% 6.5% 6.9% 6:1% 7.9% 8.5% 9.0% 9.0% Return on Taal CIO 9A% 
Cor^mon Stock 579;937,884 siis. -6.3% 11.3% 8.3% 8.9% 13.2% 117% 12.2% 9.9% 12 9% . 14.6% f65% 155% Retum on Shr. Eqully f45% 
MARKET CAP; yl5 blUlon jlarge Cap)

6.3°6 12.0% 8.0% 9:0% 13.3%
- -

11.8% 12:3% 9.9% `131% .14:9% 16.5% 155% Re4umonCom u s f50% 
NMF 1.7% NMF 1.2% 6.3% 4.0% 48% 1:1% 5:6% .507° 7,5% -.7.0% Retained t0 Cofe;E4 70% 

ELECTRIC OPERATING STATISTICS NMF `88% 109% W% 54% 67% 82% 89% 58% ^67% 54% 55% AII DW*to Net Prof 55% 
2005 ^006 SU07:

^
. BUSINESS: Dominion Resources, Inc. JDRi) is a holdlin9' company =Ual; 44% iximmercel, 30% industrial, 8°6; other, 18%. Generating 

AYg. ,Use 15704 4@01`4 16221
^

-1or Virginia PoweF, which serves 2.4 million customers In Virginia sources, 07: coal,;85%; nuclear . 29%; gas, 6%; oil, 2%; pur- Ag 1^dm1. Rss. ) -NA NA NA^
NA

'

and northeastem North Carofina
Gas (a txeiiiNion customers ki Ohi

Acquire
o Penns

d Consolidated N
lvariia & West V

atural
i ` inia^

chased,
17 000 -

28%. Fu
l

el cosis
Ch

44% 01 nivs. 07 deprec. rate: 4.6
*

%. Has 
Park10s48o^ i88g7 dA , y ,- 9 ) , emp oyees auman: Thos. E. Capps. President & CEO: 
AnNiBLoadFador NA NA Ni4

^
1^NOn^Y ^ s include independent power production Thomas-F. farrel(II Inc.. 1fA. Address: P.O. Box 28532, Richmond, 

%ChppeDtslnrers ed) +1.9 +1.7 +.6 and gas & oil production. Electric revenue breakdown,'07: resklen• VA 2326148532. Tel.: 80010-2000. Internet: www.dom.com . 
F6d Dip ow. 6) 220 2113 24 • Dominion Resouroes' earnings are iiwo>.:transmission lines-.'Fina'lly, 'the com-
ANNUALRqTES Past Past Est'd'o5-'47 likely to wind up much liigher'°this pai}y has alre_ady begun theliceneing.pro-
ddiaige (per sh) `1U Yn. 5 Yrs. '1611 e13 year. The company did not fully -recover oess with the zn^ent ôf adding a thiril unit
RetrenuX `• 5.0% 7.0% • ^ 259b
"

its fuel '-costs until mid-2007; unrecovered
_

(1,300-mw) at one of its nuclear stationsCash:Flow" 34..0p%% 25% 4.5q%%.Earnings
^ ' fxi

fuel costs hurt net-profit by $243 million in
the first half f 2007 =I dditi ,

.
Dominion has announced two big as-
s l e% : o% o . . n ,a on, average et sa es. Th company reached another

Book Value 2.0% 1:5% 8.5% shares :outstanding are down sharply, and ':
-

agreement to -sell its gas utilities in Penn
COARTERLYREVENUES ^j miE)CaE interest expense is lower., Dominion sold Sylvania and West Virginia • after a previ--

eirder lrlat3i ,liDi;30 :30 '9x;31 r most of its -oil and -gas exploration- and
roduction asset i 2007 - d thd

ous sale' fell through . =It expects the aft,er-
t d r nW q^ 3W 4564 _W 18041 p s n . usean e ax procee s to be a ou d$675 million..

4gg¢ 4951 3^J48 4016 3967 16482
^

proceeds to buy back-stock and retire debt. -
W t fi -

The ,deal should close in 2009. Dominion
l007 4661 -3730 3589 ' 3694 - 15674 e expec pro ts to rise again in also -sold some natural gas drilling rights,
an 4389 9452, 3700 3W T150 2009. We assume higher' prices • from Do- which should net the company $325 mil-
2009 4550 M0 =3850 4050 16050 minion's fleet of nonregulated :genera.ting lion. This 'transaction should close next
Cal- fARMNGS PER SHARE A Full assets, -an earnings benefit from one fewer month.- Dominion will have a•royalty inter-

ender - Iler',3f Jrxir30`.30 Dac.31 Year refueling outage at the, Millstone nuclear est on these properties. The ittility sale
2G05 . `:83 '.49 '112 38 1.50 station, -and rate relief at the .company's will be dilutive to earnings; it's too early to
^05 •78 ;36 ,94 :92 2,40 :gas utility in Ohio, which is seeking a $73 tell about the drilling rights sale. Initially,
I^1 ,Y:.^69 :48 44 ;51 2.13 ' million rate increase. _ the proce¢ds will be used to retire short-
^008 1;01 47 .87 :70 3:05 The company has. some key projects 'term debt;, subsequently, this will offset
2009 =1.q5 z .95 .75 130 in various stages of development. Vir- the need for an equity issuance in 2009.
)Cp :GIIARIERLYDMDEND$PAIDs•t Full ginia Power has begun construction of a We won't adjust our figures until after the
sndm: Met31 dun.3G SOX Dec.31 year 585-megawatt coal-fired plant, at ..an esti- -deals have closed. -

^ .323 ^ ^ 1 30 mated cost of $1.8 billion. The new facility This stock's yield is about average for.
2005 :335 335 335 335 134 should begin commercial operation in a utility. Rapid dividend growth should

^ .345 :344 .345 138 2012. In addition, Dominion is eapandiag produce an above-average (for a utility) 3-
2007 ,355 .355 355 395 1.46 its liquefied natural gas terminal; building to 5-year total return, however.
20p9 .395 .395 a 582-mw gas-fired plant; and constructing Paul E. Debbas, CFA August 29, 2008

JAj Exd. rwnrec. s(bsses): 'O1, (420);'03;' don't add due to change in shs. Next egs due (C) W. iMang. In '07: $8.75/sh. (D) in mill., Compeny's Financial Strerrgth B++
$i:46); 04, (22Q06, (18Q); '07, $1.67; '08, early Nov. (B) DiWds historically paid in mid- ad} for split (E) Rate base: Net orig cost adj Stock's Price Stabillt 100

218; gain (losses irom .disc. ops.: 104, :(3d); Mar.,
. . , . y

June, Sept.,-and Dec. i DWd refmresL Rate alPd oncom. eq. tn'92:11:r1%; earned on Price Growth Persistence 65
'05, 1g; 06, (26C ;'07,: (10). ^5 &'07'EPS plan avail. t Shareholder invest. plan avail. avg. corn. eq.,'07:12.9%. Regui. Climate: Avg.. Earnings Predictability 65
O Yat^i-Lhe' ane Ag " raserwob; F.acqtel materiel is obtained from sources beloved to Ix reisbb and is prov(ded withan werranfiss of any IGnd.
111E^'PIj6USIlEftIS1hE PONSIaIE^ ANV tONS OR O ' -. Ei# :1) : 11MISSIONS HEREIN.7hi4 is striotly for s^ s own, non•commeraet, imernal use. No part I o o^
bt A way he rapiouc9d alored or:ti^edin any pimfed, elearonk or other kim, or for gene^ng or merle6ng any printed or ekc6onb gAnra6on, service or erodud.
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DUKE ENERGY ^S_E.oK 17.69 16 13.3J11) an Im 0.86 11' 5.°ioM 157
MLQtESS - High:

^ow:
21.3
16.9

20.6
16.8

Ta^get Price
2011 01$AFETY 2 Nnfin/a LEGENDS

2 2 2g73

TECHNICAL -
^ e Pdce seenpm ^ 64

BETA NMF (1.00=Morlbt)

^
d aree irKyqtes race ôn 48

201143 PROJECTIONS 32

Price Gain ARM wn^ 24

19 ( 0%) 17% , i,•q,• "' 71 "- 20

Insider Decision 12
0 N D J F M A M J
2 002000 00 8

Optlae 020040020
bsli u 0 4

6
.e .0 0 2 a 0 2 0

institutional Decisions z ... • TOT. .RETURN TM.
MW 10>d®7 10lNB Pereent 15 .

_

^ ^
b8ur 331 364 3% ahares YO
bSd 30a 275 316

1yr. 82 -12.2
3yr. - 72

HiPpM 74360@ 759575 710165 yr. 56 6

Duke Energy Corporation, in its current con- 1998 19)f9 2000 1 2002 2003 2004 2005 2006 2007 2008 2009 ' oYALUELINEPUR .A(C 1=13
tl9uration, began -trading on January 3, . . . . . 8.44 10.0e 11.10 11.45 Revenuaperah 1325

•2007, the day after it spun off its midstream 2.62 270 2.75 IN "Ca6h Fbw" per ah &Z
1as operations -into a' new company, 'Spec- - .92 1.20 1.30 1.35 Earnings per sh A 1.50
tra Energy (NYSE:, SE),, to, shareholders. - • .66 .90 .9e Div'd Decl'd per sit s nt 1.06
Duke Energy shareholders received half a • . - • 2.69 2.a6 ags 170 CaplSpendiRgpersh . 215111
there of Spectra Energy for each Duke - • • • • 20.77 16.80 17M '17.66 Book VaWepersh c 19:00
share held. Data for the "old"' Duke Energy - - -• -1257.01257.0 1262.n Common ohs ouia g
are not shOYVlIbel^use they ^re notcOm- • • i1 vg Ann PIE 1111910 1
parable. .BS V&W Lbw HelaOve PIE Redo 55
CAPIlALSTRUCTURE s of 9f91/06 ' .. " .. 44% Avg *1 DivdY(dd 4a%
Tote nebt $12102 millD6 In 5 Yts $57990 mill. >10607 1 ReiieMUes (^nIIN} 7^85p

T Dsbt $10083 mqii.T Interest $625.0 miD.
M $108 0 miD p &d l

. . . ` ':1 *M. eases.ca Ua
ILT Interest eamed 43x) .

'
294% 31 380% 3l0% kNronieTax t?s!e ,330%

teeaeUncaphallzed Annual "ts $1210 mill. . .. .. 69% 72% 1i0% 1&0% AFIDC %10 liet Pratlt

-

141.0% '309% 95.5% 3&5% Long^Txni.f)tbtRNlo ,N:9%
Penslon Assets,12107 $482 bi11Oblig$430bi1L 590% 691% 64.5% 61.5% Comnon Aido '5£8%

Ad 8toek None ' • • • 4d220 30697 M 38450 otY CspiW (SndN) ; 400
1447 31110 3d400 37II25 NetPlant sn$II ,1.00

mon Stoek Y264614744 shs. • • 3.1% 6.0% 6.0% &0% Return on Total Cap'1 6.0%
41% 7.6% 7.3 Rb'SAtEqufly r.,sd0%

• 41% .7:2% 7.5% 7.5% Return on Com Eeft , &tl%
MARKET CAP:$22 billion (lvge Oap) . . . 1%4 2A% Y 6% ?5'!6 Rehlned to.COm Eq
ELECTRIC OPERATING STATISTICS

0 0 0
.. .. ..

.
57% 72%

.
69%

.
69% AA to NelProf 70%

20 5 "20 6 20 7.
^^ ^1 t2.3 +50.3 ±17.8% q^pe ,BUSINESS: Duke Energy^6on is aholding company for ut0 retittlenn

`
al d1%; commercial, 31

'
%; industnai, 20%: othe

'
r, 8%.

Ifg:leusl Us^p •3642 2956 26^
f A ' i 4k dl 31 6 00 4 32

toes v& . 3.9 m
illion electric customers in North Caro1Ma, South (ienerat 07: coal, 6ing sources, purch3%; nudear, 3pV ased &

n ers ^f) . .ip. ^ .. .
C>a^dPeak^ 18828 18990 1 ggq547617294 16B23 1 7ArdlLoad,SYlimn

CaroFn
In Oryio

a;l3hio,
", Jndiana

Indiana,
, and'Ke

and Kerit
ntiidry. O

ueky, and 560000
wns inde{fsndent

gas customers uther, 7
-porver plants &•23;900

%. Fuel gas & petrpleu
emPloy^e6: Chairman, Pre

m ^: 47% of revenue
sident & CEO Ja^rie$ E
s

s H0s
Aoger3.

kinul lmdrador 56.0 58.0 57.0 has a joini venture in real estate. Acquked Cinergy 4l06; spun off lnc : Nonh Carolina.,AdNess; 526 outh Church 9L, Gharlotte, •NC
%ChengeCurbnss arq) +2.0 +72.7 +1:^1

•
midstreain gas operBTwns 1107. Eledric rev. breakdown, '01. 28202-1802. Tel.- 704-594-M. Iriternet: wwwlluke•energy.com.

FondftPCa.^b) -NMF 211 345 Duke Energy has filed an electi3c reg- Eaeh pYOject. is expected to enter comxner-y
ANNUAL SATES Past past Est'd'2oo7

anp tOY ll t9ft M t
uiatory plan in Ohio, as required under ae jal operation an 2012::

lik l i 2008 andtii i t l t Hi hr n." s. o 'newaw perta er earnings are y non en ng o e ric generaec g
5'B%
4.9% in the state. The plan ^t%quest's' a ice in- 2009. This year, Duke's nonregulated gen-pr

tfi ' f omll b idii i° ' ' ' l b
^^

r moreuigenecrease of 6.2 owed b sma er era Su s ary,y crat ng s!o in 2009 fol01
vldands -- -- 4^ changes in '2010 .arid 207.1. The increase in favorable conditions, and- its utility =tipera-

Rook Value -- -- 2.5% 2009 (*long, with a? reduction in ainortiza- fions are benefiting from the end of most
c1 'QUARiERLYREVOfUES^3IMIL) F^ tioib) will boost pietax earnings by $150 of the temporary rate _ reductions that, it

entlar Mar.81 Jun.30 .3G Dec.31 Yaa' million next year." ^►n order from' the Pub- agreed to swallow^s a;condition of its ac-
205

"
_- lic Utilities 'Commission of Ohio (PUCO) is quisition of Onergy in ;2006. Comparisons

2006 ' - - - - - - - - 1bti07 ` due^y yearend. in -the second half of 200$ will be more .dif .
^07 3035 2866 3668 3031 12720- The 'utility received a gas 'tariff -hike i'ieult, '3ioweirer. Next year, the effects of
2008 3337 3229 4084 '.^950 14860 : in Oliio, and an electric distribution rate relief in Qhio°"should outweigh an in-
^ ^M 42M MW 1^ rate request is pending. The PUCO ap- crease -in inter'est' ezpenge that is resulting

EARNINGS PER SRARE A ^p proved a settlemeat calling fdr a gas rate from Duke's sizable financirigmseds.
eider tlhr.31 Jun•30 SOP.30 De01 Year increase of $18.2 million (3%). Duke is We continue to -like this stock for its
?M seeking ` an electric rate boost of $86 mil- hefty yield, which is roughly one perc0i"
200fi .92 lion. (5.5%). The company did not disclose age point above the industry average. The
1007 : :26 .24 45 -:25 t:20" the 'return on equity and common-equity balance sheet is in good shape, too. Bath-
2008 .37 .27 A3 .23 f.$0 ratio 'in either' case. The WCO's order is ings and dividend growth potential '^`to
,21109 •40 25 AS .25 1-35 a=of 2009. 2011-2013 are solid and should provide Iexpected in the slecond guairter
^j. QUARTERLY DIVIDENDS PAID 9a f •^ry

,
Two large geaeratingg projects are, un- vestors with a deceiit (for a ' utility) total

ender 11ar.31 Jan.36 Dec.31 Year der construction. Duke is building an return over that time. Note' that the stack
^ __ _- 800-megawatt coal-fired plant in North is unranked for Timeliness due to its short
2W6 -- -- -- -- -- Carolina at a cost of $2.4 billion and a 630- trading history since the spinoff of. its mid-

mw coal gasification plant in Indiana at a stream gas assets into a new compaay,
2007 .21 .21 .22 .22 .H6 cost of $2.35 billion. These are utility in- Spectra Energy,•in early 2007.
2009 :22 .22 23 - vestments that will be 5recovered in rates. Paul E. Debbas, CFA August 29, 2008

(A) Diluted EPS. Excl. loss froM disc. ops.: '07,
10. Next earnings report due eady November.

Shareholder investment plan avail. ^C) Ind. in-
(D) In in L(E) Ratetangibles. In'07: $6.20/s h

lina, 12.25%; in '93: Ohio, 12.9% (electric); in Compsnlr's Finanolal Strength A
'04: Indiana, 10.3%. Earned on avg. common Stocks Price StaMIHy NMF

(B) DiNds historic* paid in mid-Mar., ,lune,
,

base: Net cost.'Rates allowed on can. eq.
''

equity, 07: SA%. R, IaMry CDmate: Aver• Pdce'Growih Patsislce NMF
s

en
P NMFmi di l biHEiSept, & Dec. n nNd remvestment plan av&il: t 08: NortharoAna,11%; in. ^ 92: South Caro- re e tyn cnas oMy. aage. () Duke Energy Carol

T11E PUBUSHER IS NOT RE^ONSIBLE^UR ANY ERiICIRS OR MtSSION HEREIN. This pubfratlon (s aaktly tor ^s am, narcommerdai, inbmal M. No pen
of It mayhebpmducsd, resdd, stated or transinilbd in any pfaqetl, e^ a other iorm, or used lornener^na or meA^nD any pfiMed a electronic publkedon, service or product.
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_
High: 35.5 ^r.1 28.5 33.3 44.9 57.5 63.6 86.8 92.1

^ F20t3Pdc*Low: 26.9 19.4 18.9 23.0 30.9 41.8 51.1 58.7 70.0 201 0 2

^ ed6^305 LEGENDS ..S^AFEMTY i- - 1.61: Dmrnrk sh 160

TECHNICAL 1^eden5roa 120
soN 5104OEM .85 (tA0=Ma rlwr, 2forl
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O

^
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-Sedereainairacesrecesdond2011-13 . R C --- ----- .^ •

60AM Told
Price Gain Retwn so

RigA 95 (+30% 9%W4
3%75

. 40Los ( .
30

Insider Decisions
0 N D J F M A M J r'ii1' 111^' ^'' ^• • 20

•l19iry 000000000
Optlon. 0 5 011 3 0 0 3 0

.,,.•• ^ .....

Ri17/OB
15

%TOT.RE
toSd 0...e 0•.0 ^ 0.0 3 0 TIl

u^Institutional Decisions Sim r
3W 40lM7 102N{ PercoM 19

to 313 366 340 shares 12 .^
;i ILA -

tyr. 14b .•12.2
mild 3 yr. 59.2 7.2

5yr 217.4 5&8sm 278 333
^ 452258 442191 439572 traded

6
WOM

was fom+ed on October 20, 1998 1999 2000 2001 2002 2003. 2004 2005 2006 2007 2008 2009
YALUE LOIE PU8 ^ 1=1^ '

Exelal Corp 50` 39.
2000 upon a,merger of equals between 19.40 11.75 23.58 29.13 23.89 21.85 23.06 -

9

.23.37 28.82 29.26 31.00 Revenuespersh
95 "Cesh Row" per sli 10.0070 743 771 76

PECO Energy Co. - and Unicorn Corp.
=(Unican was the holding Corllpany for COm•

3.55 1.84 5.06 5.03 5.02 5.68 6.1

1.8s 1.39 2.20 2.40 244 2.75 3.21
....

3.50 4.03 4.15 4.30 Earnings per sh A' &00
24002 210 Dh d 0ed'd er so 0M2'

monweaitl^ Edison Co.)pEGO Energy
StOCkhOWers received one cOmmon share in

_p.1 b2
• • .91 .88 .96. 1.26 1.6Q 1.64

• 1.18 3.18 3.33 295 2.89 3.25 •° 3.61 4.05 4 80 110 ap'I Spendmg P^ sh 6 60
c' 24.95^6690 BookV^ue17

^d^ for each ^0^ share, W •
of theired ,eache chant

.p.11,31 12.82 11.97 12.84 14.19 13.70 14.89 15,34 16.25

66200 664.2o sss.oo s7(I:OQ . BSt:oo 65008 64500 G4mnroA$hs0lAel'g 62Q00
20 8218.01 642.01 M613•• 630 '-x gorsUnicorn inves

coRDaor1 shares fot .875 eN' an Exelon Share

.
" 11.8 18.0 15.413.2 10.522.4

'-'

tPIE 14.516.5 182 BON r. Avg Ann
-9597 u"° Relative PIE Ratio '89

and $3.00 in Cash-. DO In 2000 .refled
PECO Ener9lf and the- additl0n of UnICOnI _

.821.46 681.46
3.1%

.51 .67 .69

• _ 3.5% 3.4%. 3.5% 3.2%,
..

MA2.8'. 2.5-6 tr^M8r7Cm'dYield"' Z.6%

jg d WOW 20th. -•' 12225 7499.0 15140 1`4955 15812 14515 `15357 15655 18916 19000. 20600 RetrerrDes (SmiN^'• 24509

150 2640 Net Propt iririU 30''
CAPITAL STRUC'TURE as o16f30l08

ill
1641.0__1844.0__2162.0• 1233.0 590.0 1465.0, 1598.0

5% .4%9% 36:7% 329% 276% 386

2M.0 22370.0
33:7% 34.6% 35 6% 370% hioome Tsr Rele 37.0% ,

.Total Debt $14754 mill. Due in5 Ynt $6892 m
2641 miN. LT Interest $695 miN:IT Debt $1

_
...95.5% 3

5% 12% .12% 9%_ . .0% . 1.6% 1.8% 1.O% LO% AF11DC %to Not ProCd 1.0s'
.

Inclu.des $1548 mi9 nonrecowse transition bonds. -- &5•5% 62.3% 59.3% 61:2% 61.°I% 56.1% 5&1% 46S%542% 53.9% SEW i"% Lon¢Tenn DO 1110
0%51R b(LT interest earned: 6.0x)

Lbases, WcapitaliZed Annual rentals $69.0 m91.
. .o.9

34.7%_ _37.9% 36:1% 3&^%. 43.5% A3 5% 4545.7% 44.0% 47.5% Common
10:1%

9 21464 22079 21658 Yff972 '21971 22189 MID 24400 Tdd Capital (Smi^ '''" 29400
Peneqr Asseisi2167 $9,63 bill. Oft $10.4 d71.
Pfd Stock 587.0 m8L Pfd Diwd $4.0-mR.

_
20803 2171
12936 13742 17134 ^0630 21482 21981. 22775 24153 25825 27525 Nst Plant ^!

Return^fTohit^9 14.67&0% 13:09G% 13'inglydes $87.0 mill. in p^ferred securiUes of sub-
sidiaries

4.1% 9:0% 9.4% 9.2% 10.4% ' 12.1%
6% 192% 19.1% 19.4% 23.5%7 5% 18

..112.5% 14
23.6% 26.7% 26.0% 24.5% RYUnnonShRf((udq '256'^i

f^ Cominor ► Stock 657,332170 strs.

_
..

% 1&8% 19.5% 23.6%2% 20:1177 8%

__

23.1'% 26.9% 26.0% 24.6% Retum on Cum E u E 2b 0X
"

MARKET C^: i48 billion (Lerge l:ep)

. .. .
7.8% ' 10:1% 12:8% 11.5% 10.7% 11.9%

0%
13.0% ^ 153% 13.6% ` 13.046 RetaBled to CGnI Eq' • , 16 36%

9%45% 43% 48% 46^ AUDiv'ds^NstProf
40% 45% 543% ^a%CiRICOPERATUYG3TATISTICS

2005 2008 20D7
. ._ _

gUSINES3: Exebir' Corpoiation is--a holding company toP_ Com- marcial &' industrial, 17%: ^trer 9%. Generating sources; 07:
6%; Purchased M. Fuel casts 40% of reveoiheir 74%deXO^sqe[^iSelee +4.9 •1.7 +3.6

N^ Np; NA NA
^B 3405 84 7^

momreallh Edison, which serves 3.8 million electric customers in 8•
andand PECO Ener , whieh serves 1.6'• mildon eler,iriclinois ^

,:nu a
nues. '07 depreciation rate: 6$96 ^ia^a 17,800 eirip^ 4h^

lvania` Ad: PerinsInc` R..y^ (brr, ^, 6.8
jsp^^ 33520 33464 NA

.
480,000 gas customers In, PsnnsyNania: M'arke#s' energy in the

'

y.owe.man; President & CEO: John W.
Box 805398, ChrPa9D, IllinoisO.P10 South Dearborn Stsdp^l^ 30261 32545 NA

eNdmr Fadar(%1 ^•^ ^-9 NA

07:m^.Atlenod and Midwe^ regioris: Ersaric revalue breakdown,
al, 27%: large cbmsidentleT;'47%; small ^imr^§iciai^'^^industrir

...,res :
606805398.Ta1.:312394*7398.Inteinet:www.exelonrwrp.eam:

ki th ,
x^^^ 6`

Although Exelon is having _a good ngis as eCommonwealth Edison
ulators for a rate hike,is reiIllCua,(1y 461 466 51faea

ANNUALRAZEB at Pest Esed'o5•'07
year, We )^ve reduced our earnings
estimate for 2008: The cohapany's: plants

gu o
Based on the terms of a partial settlement

'
o<ehanp (persh} lovrs 6Ym s'11'18 are performing well, particularly its fleet

swith the Illinois Commerce Commission
ofres isiHevenues • • S.M. 8.

1 to% 6.511• of 17 nuclear units: Effective hedging has
ratt

3 ^.ncstaff, the utility is seeking, an
$314 million based on a return of 10.75%

Eamargg 12•5% s•0%
Dde - • 23.O^a 6. , .^}s ^

rac-enabled-the company to lock in an
in-on its power sales- ' In fact, al-martiv

on a compnon-eqw.ty ratio of 45 04°b: The
pyBooli Value 4.0° 9. ge

expected powermost all of the "company'e expe. ;"

staff and an admanistra'tive law 3udge are
mmending increases of $269 mullion

^. GUANTaO.YREYBA^(^nt01) FuN.
30 gep.30 DeD.31 . Year31 Junender IYIv

are hedged, dg aresales for 2008 and^2009
h ected -sal" for 2010.lf of its ex

7eco
and $218 million, respective Tyx based `on:a"..

2005, , 3561 3484 4473 3" 15957.
4401 30 15655

over a p
were Sticking with our 2008 earnings esti•

h would behi'h
return of 10,3% on the, same commoW
equity ratio-.An order is due in 8eptemben

2006 3861 3697
4829 4501 5032 4554 18816

0 4611 19000^'

cware,mate of $4.15 a s
above, even the company's stellar showing

t`'

PECO Energy has a gas rate case
requesting a tariffdi The utility is4517 4622 525

2009 4800 4800 5600 4^0
s ra-s• hedginga year eaz.lier. But Exelozl

the cbmT^aiiy's Prof-t tihil

_pen
hil"ce' of 98 3; minion (11 .2%) based on an

^ EARNNGS PER SHARE• Full
D 31 Y

tegy, w e pro ec ng
its in case the power markets turn unfa-

t
] 1:5% return on a 54.34% commoa-equity

is - due in. time for' newA- decisiontiec. ewender 11er,31 Jun, 30 . 30 eavorable, is also limiting its, upside po
l

-o.ra
take effect at the start of 2009.; ..s tt2005 ..T! .76 1.07 .61 321

59 .95 1.09 .87 3.50200&
ontial in the near term. In addition, Ege

is facing inflationary pressure^: • Thus, our
aera

we think this stock is fully valued. IM-1
ald.

2007 , 1.01 1.03 1.15 .84 4:03
1599 41513 11

• p1e^o>as share-earmngs: estimate of $4:55_
Wetiei

s pr -elon's heavy nuclear presence shou
duee,rnuch higher earnings in the long n^••..2008 .88

2009 1'00 1'OS 110 1"05 4^
:sfor 2009 appears ' overly o tini

30=to25$0it bd as the^ higher cost of gas and.coal 'genera-

^. OUARTERLYDIVIDFIASPADa n FuU
•. ,

Ahave ^ loiJUMP
ere

y earnings. is likelY inp ;n tion drives market pnces upward. But the
and the stock isf thisender NIet31 Jun30 .^ Dec.31 Y^ 2011. Tha1's when the electric , customers

i
,market is aware o

trading within our 2011-2013 Target Price
200^ .275 .275 .305 .40 126

6040 14040
a areof PECO Energy in Pennsylvan

market-basedinab il d Range. Total return potential over that...2105 .40 .
2006 .40 .40 -'a •'a 1.60

gyn pegtoeschedu
rates for their power. Exelon is now sup- time is unexceptional.

2008Au ust 292W ^ ^ 44, q4 176 plying that power at a below-market• price:
g ,¢s, ^Paul E. Debbas,
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TNYIELINESS 3 Ras"51S06 High: 29.0 34.1 332 32.1 37.0 39.1 38.9 43.4 53.4 61.7 75.0 84.0 Target Price Range

Low: 19.3 27.1 22.1 18.0 25.1 24.8 25.8 35.2 37.7 47.8 57.8 64.4 2011 2012 2013
SAFETY 2 Raised 612106 LEGENDS

TECHNICAL 3 LovreredM5
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BETA 75 ( 1 00= Market)

Re^auveIrit» so-egln
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Price Gain ArRefum^'
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msoy 000000000
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institutional Decisions
.
^ WAIM,

3021111 4020D 10SN P 15 STOCK mDexercent
to8ur 183 227 217 shares 10

7
1 yr. 24.8 -122
3 r 62 8 72Is Sel 201 189 210 traded 5

Nb 221266 218058 221509
Lim y . .

5 yr. 154.8 58.6

FirstEnergy was formed through the af6lia• 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 ® VALUE LINE PUa IN 143
ton of Ohio Edison Company and Centerior 24.72 27.19 3131 26.ee 40.83 37a1 37.76 36.35 36.03 42.o0 4460 4855 Revenues per sh SPA
Energy in November of 1997. Ohio Edison 5.33 6.89 728 5.48 6.45 4.79 7.60 7.55 7.22 8.34 8,eo 190 "Cash Row^ per sh 11.76
stockholders received one share of First- 1.95 2.50 2.69 2.84 2.54 1.47 2.77 2.84 3.82 4.22 435 S15 Eemingspersh A 6.75
Energy for every Ohio Edison share, and 1.50 '- 1.50 1.50 1.50 1.50 1.50 1.91 1.71 1.85 2.05 IN 2.45 Div'd Deol'd per sh e n 105
Centerior stockholders received .52 of a 2.75 2.69 2.74- 2.86 3.35 2.60 2.57 3.66 4.12 5.36 7,10 5,80 Cap'1 SpemNngpash 5.25
FirstEnergy share for each' Centeri0r share. 18.77 19.63 21.72. 24.86 23.92 25.13 26.04 27.86 28.30 29.45 31.35 34.05 Book Value per sh, 0 4425
In NovembeF of 2001, FrstEnergy acquired 237,07 232.45 224M 2s7.64 297.64 329.64 329.84 329.84 319.21 304.e4 304,85 3at,85 Common She OuNt'g o 9
GPU. GPU holders received $40 irr•casFi or 15.4 11.3 9.2 10.9 13.0 22.5 14.1 16.1 14.2 15.6 sow ny see are Avg Ann'I P RaBo 13.5
stock for each GPU share: .80 .64 .60 .56 ' .71 1.28 .74 .86 .77 .83 Vahm LIM Relative PIE Ratio .90

CAPITAL STRUCTURE as. of 3/31/08 5.0% 5.3% 6.1% 4.8% 4.6% 4.5% 4.9% 37°h . 3.4% 3.1% Avg Ann9 Div'd.Yieid 3.4%
Total Debt $12164 mill; Due in 5 Yrs $62122rnig. 5861.3 6319.6 7029.0 7999.4 12152 12307 12453 11989 11501 12802 13600 14800 ReVenues ($m#Q 18000
LT Debt $8332.0 mill. LT Interest $500.0 mill. 5072 644.8 681.7 727.0 827.6 490.8 932.6 951,0 1265.0 1309.0 1325 1570 Net Profit $ail 2075Ind. $284.8 mill. 9% ($25 par) cumulative manda-
torily redeemable preferred securities. . ^ 8% 38.0%

.
36.3%

.
39S% 41:5% 43.9% 42.2% :42.R °/d 38.6% 40.3% 410% 40.0% Income Tax Rate 4Q0%

(LT interest earned! 4.6x) 1.5% 2.1% 4.1% 4.9% 3.0% 6:5% 2 Z%- 200A_ 2.1% 2.4% 3.0% 2.0% ARJDC %to Nat ProOt 1.0%
54.0% 523% 52.3% 60.1% 60.2% 53.1% 52.8Y 65% :6% 49.7% 490% 48.5% Long-TemtDeMRollo 40%

Leases, UncapitaNud Annual rentals $316.0 mill. 37.8% 39.8% 41.5% 37.2% 38:0% 45.0% 45:4% 52.d.%. 59.4% 50.3% 51.0% 51.5% Common Equity RaNti 54.5%
Peosion Assets-l?I07 $529 bNL Oblig. $4.75 bNl: 11756 - 1470 11205 19907 18756 18414 18898 17521 17570 17846 18825 20100 Total CapNal-(=miN) 24900
PFd Stock None 9242.6 9093.3 7575.1 12428 12680 13269 13478 13998 14667 15383 15350 16725 Na Plant mill ) 17200

6.4% 7.8% 7.9% 4.9% ' 6.3% 4.6% 6.5% 1.1% 9.0% 9.0% 8.5% 9.0% Return on Total Cap'I A5%
Cormmon Stock 304,835,407 she. 9.4% ^ 11.8% 12.4% 9.2% 11.1% 5.7% 10:4% 10.1% 14.0% 14.6% 14.0% 150% Return on Shr. Equily'` 15.5%
as of 5l8/08 9.9% 12.5% 12.9% 8.8% 10:5% 5.4% 10.6% 10.2% 13.9% 14.6% 14.0% 1&0% Rahn on Corn Equity E 115%
MARKET CAP: $22 billion (Large Cep) 2.3% 5.0% 5.7% NMF 4.9% 4.2%- 7.4% 7.7% 6,5% d0% R8181Dad to Core Eq 8.5%
ELECTRIC OPERATING STATISTICS 80% 65% 60% 56% 63% 101% 55% 59% 47% 47% 52% 48% AN Dlv'ds to Net Prof " 45%

2005 2006 2007
96 qqn^ RdelSakS(KWiB +52 +6.7• +2.0

F
BUSINESS: F

e
rstEnm9Y Corp. . ts a hol^ ding company for Ohio Genera

F l
ting sour

39%
ces: coa

f
l, 44%;

'
nudear, 26% purchased
7 t

, 30%.
6Avg Usa^NN1J,^^^ NMF NMF NM -

I^ NA NA
Edison; P mtsylVania Power, Clevelantl Electric, Toledo Edison, ue costs: o revenues. 0 repor ed deprec. rates: 2.19 -

C^s^ Rm7(e) N.

PakLmd Sw^ NA NA NA

Metrop
Provid

oNtan Ed
es electri

ison, Pe
c service

nelec, an
to 4.5 m

d Jersey
illion cu

Central
stomers

Power &
in Ohio (

Light.
58% of

4.0%. H
dent &

as 14,50
CEO: An

0 emplo
thony J.

yees. Ch
Alexand

airman: George M. Smart
er. COO: Richard R. Grig

. Prest>
g. Inc.:,

AmuelloadFsda( 62.1 NA NA revenues), New Jersey (22%) and Pennsylvania (20%). Electric Ohio. Address: 76 South Main Street, Akron, Ohio 44308-1890.
%t1wgeG^oes^yr^ +_8- +.5 +1.0 revenue breakdown by customer class not provided by company. Tel.: 330-384-51 00. Internet: www.8rstenergycorp.com:

Foed Car. ' 299 355 :363 FirstEnergy° has filed a regulatory decade. The one negative feature of the

ANNUAL RATES Past Past Est'd'05-'07 plan with the Public Utilities Commis- plan is thatit would force the company to
dchange (peish) tOYra 9Yrs. to'11-11 a>ton of Ohio. This was- required under a write off some uncollected regulatory
Revenues 10.0% 3.0% 75%, new state law. Under the company's pro-- transition costs that Cleveland Electric is
"Cash Flow!' 6.5% 4.0%. 7.5%

" posal, its nonregulated generating subsidi- now scheduled to collect through the end
11.0%Earnings 6.0% 6.0%

Dividends 2.0% 4.5% 8.5% ary would provide power to its three utili- of 2010. This $1.01-a-share charge would
Book Value: 5.5% 4.5% 7.5% ties in Ohio. In order to recover the rising be excluded from our presentation.

*c* QUARTERLY REVENUES (S mil) Full is finishing a generatingcost of this power, customers' rates would, FirstEnergy
l 0end"er Mar.31 Jun.30 0 Dec.31 Yeer, y 20 8; the company, paidincrease by $0.006-$0.008 a kilowatt-hour plant. In ear

2005 2750 2843 3504 2892 ttggg' in- 2009: The regulatory plan would also $253.6 million for a gas-fired plant that

2006 2705 2751 3365 2880
'

11501 resolve the three Ohio utilities' distribu- was 70% of the way to completion. It will
d $208 t fi htim t illi iki t ki hh h2007 2973 3109 3641 3079 12802 m on na e an es a e o sey are see ngtion rate cases, n w tic

20p8 327F 3245 385a 3228 19600, a total of $332 million based on an -11.75% the 707-megawatt facility. Commercial op-
2009 3500- 3600• 4200' 3500 14800 return on equity They would settle for a eration is expected in December of 2009:

Cal, EARNINGS PER SHARE A Full $150 million increase ($50 million of which This will help FirstEnergy meet its target
order Ma.31 Jun.30 Sep.30 Dec.31 - Yed would- be a pass-through of higher costs) (specified in the regulatory plan) of addirig,

2005 .42 .76 1.01 .65 2.84 based on a 10:5% ROE, plus a rate rider to 1,000 mw of generating capacity.
k f lt k h f b tld Thi ll ffi&200N .67 .93 1.40 .84 3.82 ooc as a en ac a e, as srecover reliability spending, which wou

2007 .92 1.10- 1.34 .87 4.22 amount to an estimated $110 million next a run-up in the first half of 2008. We coft=
2008 .90 .85 1,45 1.15 4.35 year. FirstEnergy has asked the commis- sider the recent slump nothing more tlialt
2009 1.05 1.20 1.65 125 5.15 sion for, an order by December 10th. a correction after the market's exuberant

Cal- QUARTERLY MENDS PAID a Full The regulatory plan, if adopted, response to the positive- effect that the now
'endar Mar,31 Jun,30 Se .30 Dec.31 Year have on:£Finstcwould enhance FirstEnergy's earning regulatory law in Ohio will

'2004 .375 .375 375 .375 1.50 s earnings. At the current quot*power while keeping rate increases at Energy
thi t thi it ik th f irl2005 413 .413 .413 .43 1.67 s equ y sn a a ya manageable level for customers. tion, we

2006
.
.45 .45 .45 .45 1.80 That's largely why we estimate such a siz- valued for both the near term and the pa-

2007 .50 .50 .50 .50 2.00 able earnings increase in 2009, followed by riod to 2011-2013.
2008 .55 .55 strong profit growth through early, next Paul E. Debbas, CFA August 29, 2008

(A) Dil. EPS. Exd. nonrec. losses: '02, 40¢;
''

to rounding. Next egs. report due early Nov. (E) Rate base: Depr. orig. cost Rate all'd on Company's Financial Strength A
100S bilft' St k' P k'05, 28¢; gains (bsses) irorri03 25¢; 04, 71 ¢; B) Diwds paid early Mar., June, Sept., & Dec e y05: 9.75%; in PA in 07: oc s r tacom. eq, in NJ in

disc. ops.: '03, (33¢); '04,1 0; '05, 5¢; Five div ds ded. in '04. IS Drv'd remv. plan avail.
'

10.1 %; earn. on avg. com. eq., '07: 14.6%. PPisa GrowN1 Persistence 85
''06 EPS don't add due to d1g. in shs., '07 due (C) Ind. intang.: In 07: $31.33Jsh. (D) In mill. Regul. Climate: OH, Abow Avg.; PA, NJ, Avg. Earnings Predictability 60

.^

® 2008 Value Um ^n^p;,NK..Ar reserved. Factual material is obtained Sam sources nelleved to to relieble and 1s promiaeo wimout wananoes or any iana.
THE PUBLI^R IS NO^ ESPONT RBNAE R ANY, ERRORS OR OMISSIONS HEREW: TNsp^p^a6on k crber's own, non-commenial, internal use. No part To su b scri b e 1-800 - 8 33- 00 4 6 .
of It may be reprodteaQ resdd-^d or Iransmaed In any piuned, electronic or oltier farm, or used for geieraa 338 mprinted or elearonIc pu0ca6on, service or product.
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TB^E$S 4 ^w^g High 42.1 14.5 16.0 23.1 31.2 20.0 22.2 27.1 33.7 $7.3 54.6 55.2Lo 9.5 10.4 10.2 9.2 15.5 i 3.0 15.8 19.9 25.5 27.8 34.4 42.4 Target Price RangeUFM Z R" M LEGENDS 2011 2012 2013124 R DNidends p ah -- '^
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OpYoro 0 0 A.- 8 1 1 1 2 1
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b ;^11g17 402W 101A01 Percent 1B: % THIS nnnN
^ '167 ^13 ;190 shares •12 - gym ^saEx'

b 214 217 246 traded 6:.. 1 yc 2.2 122
21. 22^067 29A082 .... . 3yr. 670 7.2

fiyc 178.7 i5s.6 ., Y11992 :1:99:9 1894 l995 1 _ 8 a997 '1998 1999 ;2002 2d03 2004 2005 '2008 2007 2 08 _2009__°VALUEUNEPUB , INC_1-13903 8.96 1178 8.63 8.94 Btl 12.03 ' 4597
_2000 __2001

19.59 19.53 16.38 15.75 15.37 ` 16.36 17.92 17.41 16.05 1795 venuespersh 2A25190 1. Y 1.84!05°2,14 2.11 2.43 • 2.56 3.32 351 > 320 - =3.60 •3:59 384 - 4.26' 5.10 5,00 5.00 tlshFlow"persh &751.01 1.04 ;84 <$i :• 1,03 99 1.12 101 164 1.79 1.54 = 1.84 '1.87 1.92 229 263 240 2.15 rningspersh A 5.pp•80 :0' 64 84 84 .84 - .67 .50 .53 53 .72 77 .82 .95 1.10 = 1:22 • 1.34 1.46 v'd Dcl'd pr sh a • 2.401.39 1:OD 9fi2 a26 1.11 93 87 111 1.59 299 " 2.74 2.17 1,94 2.3 3.62 ' 4.51 4:30 3,95 p98pendngps► ah 3.75779 7.97 739 -815 6.44 8.45 .169 5.61 -6.94 6.33 4.71 319 11.21 _' 11.62 13.30 14.88 16 00 18:20 Book Miss per •h c 23.0071 30426, 01096 791861 • ^5.39 50 314.82 28739 2,08 293.16 331.47 95472 378.i4 38D.95 385.04 373.27 374.00 3 00 CommonS s0129 14. - ^t 0 10B 11:4 •^10.8 10.9 '13.4 8.9 12.4 11.1 10.6 12.5 15.1 14.1 17.3 eoid ib ;W-ere AvgAnnP!E s8og 110.78 89 .85 -` ,12 71 .62 .57 .76 .58 .64 .61 .60 .66 .80 .76 .91 V&M Line Relative RE Ratio ,858.1% 57%115A1.1% 80% 7.1°k 78% 65°/u -3.7% 3;$% 2.4% 4.2%- 4.0% 3.5% 13% 3.4% - 2.7% ^ [Avg prm9 Dkl'd Ylefd 16%
^R^^^^•^^8 .31880 _4590.0 _5683.0__57250 _5429.0 5612.0 6219.0 G899,0 64980 6000 6650 Revenuag fII) SB00TsTN Dsbt $8181n mjq,Das in 5 Yrs $235111 mill .^ 0 •, ^ 0 300_p ^,76

:29:'/"/°
0^36.0 667 08920 739.0 899.0 _ 1031.0 925' 815 Net Profit ;mil 14U

i^ b 407°A g^.5yo 86^^

257% _5587.0

2T 1% 22 8% -14.0%l23 mtG 7 7 i96S223 2% 0.7% 36.0% 38.09K' klconl8 Tax Rtde 30%^823 ^i^}ae # 23% -2% 40% 4.3% 34% 12% 26% NU W AFUDC%bNetProflt Np65 7 65 ^% 849% 66 5% 71:1% 66%' °k `t5 4% 541% 510% 53.59f Long-Tefm Dabt ReBo 40%k sues, Uricpl^llsed AiinuN rentals 852 0rhi8. _34.2% E8;2% P9^a% 27% 25 t% 28:5q° 9% %_42 2°h 43.6% 465% 44.0% Common Equity Ratio 54 0%fsnslon Awfta.7>a7 55;61lbR QIAig. $^.48 bill. 09 0 5 60 0 7645.0 8868 0 14455 171 13 12151 ''12747 12875 19575 Total Ctipqal ($mUl) 9100: ,g800 5_6440 5948.0 6195.0 : 95A6Q -1n446 209 16 ^t2069 _12605 f3150 13850 NetPlent 8tnill fI300t^ile $10200;^110 YO mN4 shs 6.259b ,
9^° 7.9°^ 97% 86°^ 88% 7.6° 4% % ` 9.3% ^.Bq 90% 80% RetumonToWCep'I f33?L

"48 4% ^16.9% 2f.2% •208% "i6 i% 20.2% 16:1 % % "16.6% i 17.6% 14.5% 13.0% Return on Shr. Equity 21,5%Oonqnori8^'374487;2W§hsasof7(25 :^ 19•0°A 29G% 282%_ •211°^ 39,6% {63% 167%-. 17.3% 18.2% 150% 13.5% Return onCoin Eaukv E 22.0%MARKET CAP^ =1:7 hlNlon.(Large Cap) 6.4% 9.4% 16.1% 20.2% '124% T7% 8.8% 9.3% ' 10.0% 7.0% 4 Q% Retained to Com Eq 120%EL.El:T^11C 171i1NOVA 715STICS' 71% 54% 8%1 35°/y 49* • 43% 43% 47% 47% 46°k 56% 69% All Mils t0 Not Prof 48%
^ fA 6 t.8 ^3 5 rP edy

2005 4 ^006 2007, ,gUSINESS: PPL Co oratiori (form PP8t Resources, Inc )1s a ^in 1F-K. (2:$ million customers): Electric revenue breakdown & gen-^^►. II) M °;^ NNAA trokling comparlq for PPL Utilities (formerly Pennsylvania l'oWer &, erating sources not provided by company. Fuel costs: 25% of reve•
Q^yRPeek 14A NA (VA ^^iOmPany)' which distributes electricity to about t4 mtl8on iiLes. '07 depreciation rate: 4.4%. Has 11,100 employees.F' custom^s•in a 10.,a00 sqbare-mile'area in eastem &^central Pehn Cha"irman, President & CEO: James H. Miller. Incorporated : Penn-^¢35 7554 NA

NA NA
_

(4A ^anfa Plans to tell gas distribution subsidiary Also Nas subsidt isyMania. Address: Two North Ninth St., Allentown Pennsylvania%Cdslge0udanks^ aiieslnpovuer g&^eralion ii mark " , torei ele_ 9 ` .i r ..._ . . - •
efmg gn Cficfty rllstnbuhon --181D1-1179. Tel.: 800•345•3085. Internet: www.pphveb:coni.

- 263 +i` 330 '- PPL Corporation's. arnuigs an ^4010 Also, a' U.S. Court of Appeals • thatp^11L RAT1eS Pattt' Past ^it d'b5• j 'a^ likely to'b^ much higher than his- overturned an :EPA ride has rnade
ruling

d-dreoge Jper^) t7Yr>: 3 Y& b 11 t8= °^rical levels: 1'hat's because the cutitom' siona allowances much less valuable.Reiiehues 7 0% ti°5^ 6a% 'ers of the company's titilip,y subsis diary are -'rhus,f'PL will probably not book the. ,pre-'CashPAW' Y -M, S-5%5% 12.0%
,:gohed'uled to start paying market=based, tax profit of million it had ea^i^edDivirlends 2.5V ° 3.0°p '14.6% prices. for the -generation poition of=tl2eir next year on sales of"these allowances, andBook'Vaiue 4^% ^e 0% -43'^ ^owef, -Through the end 'of 2009; custom- the company` might even have to take an

^. ^ R^^^^1 ' #ull ^ are paying'a rats; specified in a regu- impairment charge.. We have lowered oursndv' 1ar91' Jixi30 ,:3p Dax;81 ^fesr °'la'tory -ftreement, th&t is ?well below cur- 2008 share=earninga estimate ,by $0.05,; to
300^ .160D 1^478 .1643 1498 62190• ren'h market prices for power supply. Thus, ',$2.40-, Ind have slashed our 2009 forecast^OQ6.: ^781. , 9¢42 J752 1724 6899.0 PPLts-generating assets will begm 'earning by $0:40, to$2.15. Despite these revisions,30B7 ` 586` 1573 1774 1605 6498.0• much: hight4r •marg•ins 3n 2010: Rateriayers we continue to expect a hefty divi-300s 1b26 1024" 1800 1850 Bd00 '-w^ have tu`dit+deep'erto pay their electric - dend hike next year, .in view of the pro-2009 ` 1800 16b0 =1850 1600 ` 6650 -liills,'so the Pennsylvania cbmmission has --jected bottom4line`improvement in 2010.

YMM approved aplan put forth by'I'PL that will The sale of PPL's gas utility businessX 0R Wl^.- Fullllar,31 =AhL90 '8*:30 ptd.31 YeaV a dllo^v' 'astomers to a114et+iate- rate shock by is peadi.ng. The sale price is $268 million,
" 45' ' 46 51 5Q 1?32 phasing in •the' upcoming 'higher pitees plus a closing adjustment for working câ p

-$OB" 73 57 56 46 2,29The company continues to ^i"roject earnings ital. This operation was not strategicallyZ007` .57 62 :8Y V 2,63 of $4.00-$4.60 a share in 2010, and we be- significant and produced just 1% of the
r100B :'65 V B5 80' ` 240 lieve"that this target is sfttainable. tompany's net profit in 2007. The sale2006 AM 60 :55 .55- 215 Nearer-term earnings are likely 'to be should be completed by yearend.

^ OItAAiERl1!bN^IDS PAN)'s n Full ^eakei: In ,f'aet, -PPL• eixpects -earnings to The stock has fallen over 10% sinceshdr' jk21 ,qgt,io S, 30 .p^c 31 Year_ - decline in 2008 and 2009. The company is our' May report. 14t doesn't stand out for
M ^' ^1 • experiencing higher coal and trat>:sporta= the year ahead, but its rapid earnings and

2P5 ^ 13 28 ----go tion prices • that are squeezing its margins dividend growth potential to 2011-2013
2006 25 275 275 275 1 Q6 on powei supply 'rhis -Will- increase*-its op- should produce atotal return that's well
?,QD7 275 .306 .305 305 1 19 eratmg'exp'enses'by an estimated $40 m1;1- above the norm for this industry.
'lODa 905 ^35 .335 `hon this year and $100 -million in `2009. Paul E. Debbas, CFA August 29, 2008

A) Diluted EPS. ficcl nonrec: gains (ktsses^ 08 40. Next earnings report due late Oct. adj. for split. (E) Rate base: Fair value. Rate al- Company's Financial Strength B++Dd 80 ; '01 ($1 18) '02, (89f), %:1401 !04, (B) Didda hisfonial^ paid In early J n Apr„ lowed on corn eq. in none speci8ed; Stocks Price Stability 95^ (2d1 ^(1261 15) on disC July and Oct n Div'tl reinvestment pan ^evail. : earned on ^vg. com eq.; 07: 19:2%. Re,^ulat- Price Growth Persistence 90^ (6 '04, (1¢) 05 12bj 07 1 C) Ind. mtahg In ^'b7- a5 09ish (D) In mill, ory Climate: Average. (F) Summer peak in '06. Eamin B âredictafi8ry 80reed^p^cdiel tpatedei is ^ned^firoin sources belieid^-A tiB regeble andqs,provided Fv^pid w6rra^Aties-of any Idnd.
BOROMISSYONB FIEREIN ihis'puygca^on Is strictly for subsaaer§ ewn, rwncommeicial, mterr^ use. No Part • • •• :11 : 1 •^y ^M^d TesgM, sPded cr 6aneminedANym.•el^ic or otlrer form, or SsedfiorgerHiating•'ormadretlng any rented or^ectrmuc pubfcadon service or product
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PROGRESS f NERGY ^►s^.PGN ^ 44.^0 ^-14.3^^ 1)^ 0.93 ^
TMAEI.INESS 3 IAwered 7127107 High: 42.7 49.47.9 49.4 49.3 52.7 48.0 - 47.9 48.0 49.8 52.8 49.2

Low °32.8 339.2626 1 .3 28.3 38.8 '32.8 37.4 40.1 40.2 40.3 43.1 40.1

SAFETY Z L.owered61/102 LEGENDS ..d
- txtes sh0.97 x
^

Dm
MeTf cHNlcnl 3 Raised 8/0/08

BETA 75 (1.OOqMarket) ^ ^
2011-13 E ded 's^ `°`^0l1

Anal Total u^tnl tl l'. I 1 ' II I,t t.lt^^' Ypql tt.• ry.li
nlp..t• t Luy n

Nee Gain Relum ^e,N^ ,' ' ..qat t

Lio^w 3^5 ((1250%%l -2%
Insider Decisions

0 N 0 J F M A M J
IoauY 0 1 0 0 0 0 0 0 1-

,uewr '^Ilewt ,vaw Patcent 12.
; bBtry 187 216 202 ^^s 8

. _ .

^d^ 4'lin" 159866 151947 151968

Progress Energy was. formed on Novemfier 1898 189g 2000 2002: 20D3 2005 20oti 2007 20og 2009
30, 2001) through the merger of CP&L Ener- 2069 21.04 49.99 3M 34.18 95.54 : • 39.56 4p.11 37.38 35.19 .8325 MA
gy and Florida Progress. Florida Progress 6.44 8.06 5.37 : 8.14 7.02, 7.54 7.40 6.53 5.93 6.13 ,6.40 ^R50

common shareholders -exchanged each 2.75 2.55 2.34 3.43 3.84 3.41 3.10 294 2.05 2A AN -310
Share held for, $54 in cash andlor CP&L 1.96 202 2.08 214 218 2.26 2.32 2.38 242 244 247 2.49
common ;St0¢k. They also received one 2.80 4.32 4.61 5.56 5.05 4.14 ; , 4.04 429 5.56 7.59 AN 16

^ontin^ent Value Obligation for each share 19.49 81.38 26.32 27.45 28.73 3026 . .30.90 31.90 32.37 32.30 3t05 9t80

^:Faonda Progress stoCk, entitling them to 151.34 ts9. 206.09 218.73 23243 - 248.00 247,00 .-25200 .00. 260.10 1 , W611- -1BR04

payments when four SynUle4C fuel plants 15 9 152 15 9 12.d 11.9 124 14.1 14.8 - 216 17.9 SW w

achieved certain economic levels from 2001^ .63 .87 .99 .64 .65 • .71 .74 .79 1.17 .91 + ^
to 2007. Data prior to.merger are for CP&L 4S'6 52%e, 58% 50%; 48% 5.3% 5.3% 5.5% 5.5% 5.1% .
only-aild are not comp IS with Progress' 31301 -5'd57b •4j18.8 ; 8961.5 7945.0 9743.0 9772.6 •;10108 9570.0 . 9163A A900 AS90
Energydata." ,-, 3992, ^3 yssy N5.1 8152; _ 8181 763.5 =721.0 514.0 6990

STRUCTURE as of 6130106 -1162116 .40.3% S5A% - -- " 13.1% . 28.4% 32.5% 33,0% 'S#,Oxi
Total Debt $11A0 m18,..Dtye in 5 Yrs $3633 mill. 1.7% .3,0% 5.8% 2,6%, 1.0% 3.4% -.8% 1b% 1.4% 25% 8.0% ' 3.0%
1^Debt $M57 im11 Ltlntereat $538 miH 46 5% _,lm 8% 80.9% 59A96 56:1% 552% 562% 51.3% '50.6% 530% 523%
jLfiSnterest

14 bill$21 197 S Qb90 t l
5Q4% ^5!6 76% 38.5!b 40:4% 4$A% 44.3% 43.3% 48.196 48b% *A 47•,0%

g. .2 l.Pension^ 2.0 i .
PM Stock $92.8 Mill. -Pfd DN'd $4:5 m81. 5623.1 ,ft600.6 c11407 JIM ' 16517 j17162. ^17247 1.8571 • 17214 17252 1175D 1105.1

.921;814 shs. $4p0 to $5.44 qan. no par. callable 8299.5 4764.8 <10437 .10@15 *;10856 -:t4434 14363 ;14412 15245 16605 1lOb0 /!f^
{rpm $1011q$̂̂11.0 per,sh. Sinking funds began in ;8.6% 1̂'.1 4.3% . 84% :; 68% •>65% ._ 62%.. 5.6% 4.8% 589'. ; 6.0X, 80%
1984 and 1986 respeclnily.
Common Stock261,98" 7,408 shs. as of ON=
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61ISINESS: Progress Energy, parent of CPBtL Energy and Floddp =gasidUo?al, 56%' nuei^r 27%: hydro Iex Olen 1%; purch.
t :^2^'/ci7 d tAvg.Idud.Uae ,
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wholesale 9ellqration end flnaldel .senr^es. Electric navenuea'

., ,.gg . yps
Jotlraon. Inoorporeted North Carolina. Addresa 411 Fayetteville

hone:0•662-7232la 't-8027802 To C liAminllualFador .,55.0 NA NA residential. 45%: oalanerdel 2Q%: irl¢.uaother , 16% .p. er^h aro nagh, N%-SAeat,.Ftalei
%111sigeCialanea *3.1 +2.0 +3.5 Power costs: 47% of reva ; labor caft 44%. Fuel souroes . .,: ,Inlemek:www pr09reas energy,com

204 249QpiageCor 198
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progres .,$ners 1 eecond-quarter are 1^xxperiettcing environmental upgrades
88% that are eslemated to cost a combined $1.2th1 sDS 07dANNUAL RATES Past Past Eat

otdrenge(per^) 9ovrs. 5Yn ^to'tt0ta
%

o e.,over3'earnings ruse a. e1
,of s :year ago. ^iowever, this increase billion. In the `Carolinas, Progress i.sIs

ll costth t n-a6:5% 4.0% -1:t>
"" t be little skewed, due to adversemight a wi atitsplstructing two ^^gas

10% -2.0% 1.5%Cash Fkwv
Ear^ings - -4.5% 5.0sa 2007, which ,ii;tcluded• a fuelconditions-in onother, ;$1.5 billi. These outlays will re-
Dividends 3.0% ,2.5% 1;0%

.
^^lewance eharge andsome unfavorable - quire ueat^ trips to the capital market,

'aookValue 6.0% 3.0% 1-5% - weather Accordingly, we have not -since eas t beflow from operations wonh
^. ._pUAIj1ERLY ^O^1.1 puN : changed our yearend earnings estimate .of sufficient to cover the ezpenditures.

en^r Mar.31 Jun.30. .30. 01111141 ^ ifeer $3.00 a share. The company seeks to continue ia-

005 3067 2578229'216 010@ Florida service area -The company'* ►̂olvement in alternative and r4newa-
4
2808
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8 i
2250 -.2316 2731 . 227$
2072 2129 2750 2202

,
^'i70.0
9153 0

.
remains a•fracst.growing.region. Despite

this sub-th mic downturnt
wble en

.11
eo^irces. Over the past few

decadQs^gi'ess has been a pioneer in2
2008 2066 2244 2760 2230

.
9300

,econoe curren
sidiaiy has recorded positive year-over- implementing energy-ef^'iciency programs

2009 2110 3230 20 ,^0 ^ year increases in wholesale revenues; al- and adopting renewable energy technol-
:^. ^EAtqOt1GS PER SHARE A Full bleit at a lower rate than .last; year. _ More-

ial
ogy. In fact, Since 1981, PGN customers

than $900 millionordhMull JItn,3U Sep.30 Dr-31 Year ly n-.over, the state ranks, :xhird, nation emave save
b t^ :43 ,03 1,85 :63 284 per-capita energy consumption. The aver- outhrough these programs. Currently, a

t''.34 .08 1.12 .51 2.05 age home uses 30% more energy than it -s electricity is generacompany4% of the
bl1007 .62 .41 1.27 .39 2.6 0, 30 years ago. That's the reason the ead from alternative and renewa

" .58 .77 1Z '^ ^^ -c-ompany has been investing so much capi- sources,- making it a leader in this field.
2009 .68 .57 1.35 .BO 3i10, ^ in this region TLeHe neutrally ranked shares may

.
^.

=
QUARTERLY DIYDBtDS PAID nBt

3130 Dun3
Full ..)Plant ezpenditures will likely contin-

earsnext fewthhLi
interest conservative investors, due to

^a consistent dividend that is likely to in-enaar . ec..30 .Mar. 1 J .yover eg-ue to be ff
75 .575 .575 .5755 2^30 The company is involved in several ers. crease each year. However, the stock o

l
2005

.
.59 .59 .59 .59
.6D5 .605 .605 .605

236
2.41

-projects, which are not eapectesi to be
cheap. In Florida, ^,ry$tal River platat 8 is-

-unuted total return potential, as it is a
ready trading well within our 2011-2013

2007
.
.61 .61 .61 .
615 .615 .615 61

2.44 etting a 1$()-megawstt ppi^te at a cost of
^366 million. t3rystal Itiver units 4 and 5

Target Price Range.
^ichael Ratty August 29, 2008
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^2 i6
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1 SMl shares 8 1 yr. 1.3 -12.2c 121 ']16 120
NOW 5037e 53686 54874

traded 4, • 111111 3yr. -2.1 7.2
yr. .. 34.1 56.6

i 992 1993 1994 1995 1996 .1997 1998 1999 '2000 2001 2002 2003 2004 2005 2006 '2007 2008 2009 -o YALUE IJNE PUB INC 1-1317.96 13.56 13.77 13:06 1425 14.19 15.76 15.93 32.78 32.95 26.65 30•85 34.38 41.54 39.00 39.50 4490 49.35 Revenues per sh 47 752.78
1 42

3.50
1 86

3.77 168 3.75 3.53 3.62 3.15 4.43 4.55 4.56 4.95 526 7.41 5.67 5.72 5.85 5.95 "Cash FIow" per sh
.

6.75. . 4.60. 1.86 2.05 1.90 2.12 1.44 2.12 2.15 2.38 2.50 2.67 278 2.59 2.74 3.00 3.10 Earnings per eh A 1501.34 1.37 , a:41 1.44 1.47 1.51 1.54 1.32 1.15 1.20 1.30 1.38 1.46 1.56 1.68 1.76 1.84 1.92 OiWd Deer d persh s n 1 210.16
1323
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14 69
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2.45
1
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.
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Common Sha Outst'g

33,50
1340014.5 12:8 14:0 _12.3 13. 13.4 14.5 17.5 12.5 12.6 122 13.0 136 14.4 15.4 15.0 eaa fig sa n Avg Ann'I PIE Ratio 13 588

6 5%
.76

52%
.92 .:82 .82 .77 .75 1.00 .81 .65 .67 .74 .72 .77 .83 .80 Was LIM Relative PIE Ratio

.
.90: -63% -6.3% 5.5% 5.9% 5.0% 42%• - 4:3% 4.4% 4.5% 4.2% 4:0% 3.9% 4.2% 4.3% e8e r Avg Ann'I Div'd Yield 4.5%

CAPITAL STRU
TOM Debt $386

CTURE as of 3/31108
54mf8. Due 1" Yr8 $1655 0 mill

-1602 .0 716%0
-24 0

"-3451.0 2954.0 3416.0
'

3865.0 4777.0 4563.0 4621.0 5300 5500 Revenues (Onill) 6400
LT Debt $32760

. .
m01 LT Interest $197 0 mill

2M.0 00- 22. 231.0 259.0 265.0 905.0 323.0 306.0 327.0 360 380 Net Profit 3,11110 495. .
(LT, interest eamed 3,3^!) 35.8% .,11:0% 2%

-
34.9% 32:2% 31.51Y. 32:5% -- 26.5% 292% 86.5% 36.5% Income Tax Rate 36.596

Lases lMc^italiw d Annua<rent ils $16.OmI8. %6 8 „ 91r -11.3% 13.5% 10.5% 6.5% .9% 2.6% o4.6 k 6 0'6 8.0% AFUDC %to Net Profit B.0%
Peoaion Asssts-12l07 $929.5 mill MIS. $70M1.8 456% ;8% ^°o 53.9% 55.7% 57.1% 55.4° 51.4% 50 9% 48.4% 51.0% 50,0% Long-Term Debt Ratio 5110%
^
Old $t k$11 D 8 fd ' 7

49.4% 3^.8 396 43.8 Yo 42:1% 40.8% 42.6% 46.6% 47.2% 49.7% 47.5% 485X Canmon' Equity Ratio 48.516: oc 9 m 1. P 1)M d$ .0 mi(I.
1S 209 shs W1. cum., $61) Per., salloble $52.50;

3536,0 38280 ^QA8.0 5006.0 5176.0 5646.0 5752.0 5739.0 6027.0 5952.0 6630 7290 T0ta1C'epl1a1($m881) 9225
0287shs.,4'-50%to0.00%Aum.,$50parCall-

3164.0 3829 .0 4.0 .4803.0 5474.0 '6417.0 6762.0 6734.0 7007.0 7538.0 8275 9105 Net Plant =mIli) 12225
alile'$50.50 to $5100;1AD0 000 ans. 6.52A aum 8.4% 5.9% 68% " 69% 70% '6.9% •7.1% 7.4% °6.8% 7.3 7.0% 65% Retum on Total Cap'I 6.5%
$100 par, ca8able $100.00. 12.3% -7.1% 10.6% 10:0% 11:3% 11:8% 11.9% 11.6% 10.3% 10.6% 11.0% 105% Return onshr. Equity 10.5%Coin mon StoNi 116;664 933shs. as bf 400100
MARKET CAP: $4,4 billion (Mid Gap)

128% 7.1% 10.9% 10.2% 11:6% 12.1% 12.2% 11:8%
3

10.5% 10.8% 11.0% 10.5% Return on Coin Equity E 10.5%

ELECTRIC l7PEtii1TING"STATIST11CS
3.4% -- 4:8% 4.6% 5.5% 5.5% 5.6% .5.3 /6
'74% 99% 57% 56% 54% 55% -65% 56%

3.8Yo 4.(r4,5% ' 4;0% Retained to_Com Eq 4.5%
65% 64% 62% 63% AII DIWds to Not Prof 59%2006 2008 2007

%(^ tiemtSslasjKWH) +.9 1.4 . t2.6
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BUSINESS: SCANA Co oration is a hold'm com for SouthrP 9 p^!Y 31 %; ìotlustrial, 17^0; other, 11°^.. Generating sources ;07: coal,
Yg. n stOse(^ 13249 12005 9815

6
Carolina Electric•-& Gas Company, which supplies eleptriciy to 61%; nuclear, 21%; oil & gas, 12%; hydro, 4%; purchased 2%.#vgfidust wpm (q 4.82 5:16 5.30

^ S20 ^47^ 826

646,000 customers in South Carolina. Supplies gas and transmis-
s^ service to 1 2 m8lion customers in North and South Ca li

,
Fuel costs: 62% of revenues. '07 reported deprec. -rate: 3.1%. Has
5 700 e l Ch i^edP .Pat) : . ro na , oyees.mp a rman, President & CEt): William B. Tmmer-.

knlNLo^fadorl% 57.3 57.5 56:7
^

and ^9ia Owns gas pipelines. -Acquired PSNC Energy 2/00. man. Inc.: South Carolina. Address: 1426 Main St., Columtiia, SC
%ChageOu^rers r^ +3.1 +2.2 +2.5 Electric revenue tueakdown;-'07: .residential, 41?k; cofnmercia(,^ '29201-2845. Tel.: 803-217-9000. Internet: www.scana.com.

Faed Gov.(%) -190 261 272 $CANA's South Carolina Electric & BLRA filing in late May. As a result, its
ANNUAL RATES Past 'Post -Est'd '05-'07 Gas subsidiary plans to -build tovq, nu- yield is now almost a full percentage point
of change (persh) 10 Yrs. 51m. to''11- 13 clear units. The company's 55% stake in above- the industry average. "
Revenues 11.0% 5:5% 3.0% the plant would add 1,229 megawatts of
Cash Row" 3^ 0%

Earnings are. likely .to rise significant-7. 1•5%
g

base-load capacity at a projected cost (in- ly this year. SCE&G received a $76.9 =i1
D^as i:o% s:5% a:0% ^u^^ transmission associated with the lion electric ^ariff hike at the start of 2U08.
Book Value 4.5% 4.0% 5:"5% project) of $6.3 billion. SCE&G has asked Our profit estimate is within SCANA's
^I• ^^yp^^(^^) `the NRC for r-a Construction and Operating targeted range of $2.90-$3.05 a.share.

ardeF Yar:91 Jun.30 30 Dec,31 ..,^r License, which the utility expects to- 'ie- Two ,gas -rate filings are pending.
2"S -1266 891 0 1127 1493 4777 0 ^ve by late 2011. SCE&G has also asked PSNC =^nergy has reached a settlement, .
2006 1389 944.0 • 1062 1168 4563.0 the South Carolina :regulators for permis- with the staff of the North Carolina com-
2007 1363 1007 1079 1172 4621,0 sion to,build the plant, under the state's

-
mission (which must. sti11 a prove the

2008 -1533 1218 1249 1300 5900 Base Load Review Act (BLRA). This Act
p

agreement) for a•rate boost of ^9.1 million
2009 1600 '1290 1800 1350 5500 will enable the utility-to recover its con- (1.3%) based on a 10.6% return on a 54%
^I URNUMpERSNAREA fUu struction costs as the units are being built-

,
common-equity ratio. SCE&G has filed for

onitir 10.11 ;hpi:30 30 Dee31 Year SCE&G estimates that this would result a $4.7 million (0.9%) increase under a
to. `,ty '36 gg ^S5 278. in base rate increases of 2.5% -nnually. state provision that allows it to request an

RO .46 .76 :57 2:59 The company expects a ruling from the increase whenever it is underearning• its
73 47 .79 :75 2:74

4894 88
state commission in February of 2009.
Wall Str t t b

allowed ROE by half a percentage point.
. .70 $.00. ee appears o e concerned New tariffs in each state should be in

20Q9 :85 :50 .90 ;75 lip -about the construction risk that place• at the start of, November. This
^-•WApyEpLY1DMDO,(DS pAIpe n t - Full=• •SCE&G would assume. The provisions should help lift SCANA's earnings in 2009.
!ndv,- lilar,31 Jun30 30 D®c:31 Year of the BLRA, along with federal incen- Investors who don't mind assuming

44N04 345 365 365 365 1 tives, would reduce the risk to the utility, some nuclear-related risk should Bud.
2005 :365 39 39 39 154 but would not eliminate it. Moreover, any this stock's yield attractive. Total re-
2006 .39 :42 .42 .42 1:65 project of this size is a big undertaking for turn potential to 2011-2013 is a cut above
?067 .42 ,44 .44 .44 1.74 a mid-cap company. This stock has per- average, for a utility.
30^ -;44 ;46 ,46 formed weakly since SCE&G made the Paul E. Debbas, CFA August 29, 2008

(A) Excl. nonrec.-gains Oosses): '95, (16d); '97, paid in eariy Jan., Apr., Ju1y, and Oct. n Di1id b Net or'g . cost Rate allowed an com. Sq.' Compeny's Financial Strength A
280;

twos): '02 ase:
SC1160;'29,290;'00 ($3 72); reinvestment plan avaiL t Sharehotder inv t- i l t i i '08 1011Y 25% i ' S ' P, , . es eon : e r c n ., gas n 05; tock s rice Stability 100

'03, 310;'04,(230); -05, 90;'06, 90. Next earn- ment pIan avail. (C) Ind. intang. Jn '07: in'06 in NC: none specified; earned on avg. Price Growth Persistence 50ings report due late t3ct 18) Dnr ds historicall $6 007sh D I ill d f 'y .
-

. ( ) n m ., a j. or split. (E) Rate com. eq., 07:11.0%. Regulatory Climate: Avg. Eamin s PredictabilityProd 95
626 Vefw Lirc`' , Nw." Ail f1101 n•eiyed FaeMiel mal•rial is Obtained from sources believed to be reliable and is provided without vmrtanties of any Idnd.
1}¢ PIjBUSHER 1S NOT RESPONSIBLE FOH ANY'EAF OR8 OR OtAS '(
of 1 maybe iepiodlketl, mid, Seed or fisneidMed'ifi any qird'ad,

SIONS HEREIN. TNs.^y is aUiotlyfor sutncnber s own, noroanxnercial, inlerrrel i1se.No part • • • :(!: 1) .
•bctronic or atlror fomi, OPIUM, for ^generetlng or nailefina any odmed or elec9onk oublim5an, service or oraduol

0-
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ALLETE ^ 45 1 5 ^ 15 8 dgren NYF)(S► P^RATIO 0 97 9%° 3 688NYSE-ALE . . e . .
TIMELINESS 3 lOSHed11191W

High: 37.5 51.7 49.3 51.3 46.1 Target Price Range
Low 30.8 35.7 42.6 38.2 33.8 2G11 2012 2013

SAFETY 2 Newta1104 LEGENDS t20
^ .67 x Dividends sh1

^
100

TECHNICAL 2 Raaede113q8 RatedMdedb^ interes
RelatNe Pdce Strength 80

BETA 90 (1.00 = Marketj p^son s: Yes 64

E Shaded area ^aates recession
^ "1113 PRW CTIONS

Ann'ITotal
^

r ^tr ir rf
---

---- 46

Price Gain Return I tt 32
(+ "Low A54 12^ 0

49 ( . 4%
2

Insider Decisions 16
A S 0 N D J F M A

Talley 1 1 0 t) 0 0 0 1 0 12

ro^ 0 0 0 0 o i 0 0 0 0 0
....

%TOT. RETURN 5/08 8
Institutional Decisions TMs w•.nm+

STOCK am
^ ^ 10M Percent 15 1 yr.

to Buy so 83 62
to SeN 71 75 86

shares 10
traded 5

3 yr. 2.6 27.3
5 yr. .75.5 85.8

Mop) 19001 18543 18034
ALLETE in its current config beganuration 1998 1999 2000 2001 .2002 2003 2004 2005 2006 2007 2008 2009 ® VALUE UNE PU& INC 1-13,,
trading on September 21, 2004, the day •- 25.30 2450 25.23 27.33 26A5 26.65 Revenues per sit 27.75

after it spun off itg automotive services busi- •- 2.97 3.85 4.14 4.42 4.15 4.35 "Cash Flow" per sit 5.25

to sharehold-ADESA (NYSE: KAR)ness 1.35 2.48 2.77 3.08 2.85 195 Earnings per sh A 9.25,,
ers and effected a 1-for-3 reverse stock .30 1.25 1.45 1.64 1.72 1.80 Div'd Decl'd per sit a• t 200

ALLETE shareholders received onesPlit 2.12 1.95 3.37 6.82 9.80 11.30 p'I Spending per sit 7.00.
share of ADESA for each ALLETE share - 21.23 20.03 21.90 24.11 25.60 27.10 Book Vdtspershc 32.50

held. Data for the "Old" ALLETE are not - •- 29.70 30.10 30.40 30.80 32.30 33.60 Common Shs oulst'g

shown because they are not comparable. 25.2 17.9 16.5 14.8 sold fig ere
Line

Avg Ann'I PIE Ratio
l i PIE R tiR

15.5
1 051.33 .95 .89 .78 ^tl ve a oe at .

CAPITAL STRUCTURE as of 3131108
Total Debt $483.1 m01. Due in 5 Will $33.0 mill. .9% 2.8% 3.2% 3.6% Avg Ann'I Div'd Yield 4.0%

LT Debt $470.3 m01. LT Interest $25.2 mill. 751.4 737.4 767.1 841.7 855 895 Revenues ($nYl1) 1015
(LT interest earned: 6.5x) 38.5 68.0 77.3 87.6 8&0 90.0 Net Profit $miil 110
Leases; Uncapitalized Annual rentals $8.1 mill. 38.8% 28.4% 37.5% 34.8% 38.0% 38.0% Income Tax Rate 38A%

6 mill. Oblig. $420.4Pension Assets-12107 $405 - 1.8% .4% .8% 2.3% 6.0% 7.0% AFUOC % to Nat Profit 9.0%.
mill. ••

.
38.2% 39.1% 35.1% 35.6% 41.0% 42.5% Long-Term Debt Ratio 460%

61.8% 60.9% 64.9% 64.4%
59.0%

57,5% Common Equity Ratio 54,0%
Pfd Stock None -- 1020.7 990.6 1025.6 1153.5 1400 1600 Total Capital ($ml0) 22a0

h841 376m St k 30C - • 883.1 880,4 821.6 1104.5 1370 1695 Net Plant $mll 2325
, s s.on oc ,om

1% 8 0%-- 5 6% 7.0% 7A% Retum onToW Cep'1 65%6% 88as of 4130108 ..
6.1% 11.3%

..
11.6% 11.8% 10.0% 10.0% Return on Shr. Equity 9.5%

6.1% 113% 11.6% 11.8% 10.0% 10.0% Return on Com Equity E 95 '
MARKET CAP: $1.4 billion (Mid Cap) 4.7%= 52% 5.0% 5.80/6 15% 8 5% Retained to Core Eq 3.5%

ELECTRIC OPERATING STATISTICS 23% 54% 57% 51% 65% b5% All DIv'ds to Net Prof 64%
2005 2006 2007

%OanueRebi8aks(KWH) +2.0 +1.1 +.3 BUSINESS: ALLETE, Inc. is the parent company of Minnesota oration in Florida. Discontinued water-utility.ops. in'01. Spun off
'NA NA NAAvg.Nltfisl Use(t0Y

%
Power, which supplies electricity to 141,000 customers in north- 04. Generating sources,automotive remarketing ops. (ADESA) in

'Avg.hdtsl.Ren. (0) 3.93 4.15 4.82H
Cap^yalpeak (f^iw) 1512 1761 1701 eastern Minn., and Superior Water, Light & Power in northwestern

'07: taconite mining/processing, 28%;^^ Electric revenue mix

07 deprec.'07: coal & lignite, 62%; hydro, 3%; purchased, 35%.
rate: 2.5%. Has 1,500 employees. Chairman, President & CEO:

PedLoed,Nfinr(Mw 1543 1586 1614
Amtal lnadFada(°^ 80.0 80.0 80.0

,
paper/wood products, 11%; other industrial, 8%; residential, 12%; Donald J. Shipper. inc.: MN. Address: 30 West Superior 5t, Duluth,

%OhageCudomen aq.) +1.1 +1.3 +1.3 commercial, 13%; wholesale, 13% other, 15%. Has real estate op- MN 55802-2093. Tel.: 218-279-5000. Internet: www.allete.com.

461 503 503C ALLETE's utility subsidiary has filed estate income will outweigh the ex-or.(%)Real Garga
' AL-fitstiliti

ANNUAL RATES Pest 'Peal Est'd 'W07
BY W'11-1310Yl

sa general rate case. Minnesota Power
in 14 years seeks a tarifffirst such filin

.y pron upected increase
LETE is finally feeling the effects of thers. rs,otshop (per a l)

es
0%4^u

g
increase of $45 million (9.5%) based on an real estate slump in Florida, which has

.Flow^C.ash 15% return on a common-equity ratio of11 hurt the developers that buy property
Earnings 2.5%
Dividends

5

.
8%. The utility is asking for an interim54 from the company. The company's earn-

-- -- 5. %
.

rate increase of $36 million (8%) to take ef- ings guidance for 2008 is $2.70-$2.90 a
ld be ad

Cal- '` ' QUARTERLY REVENUES ($ m06) Full fect in mid-2008. This includes $8 million
hd th

woushare, and even the upper en
6% decline from the 2007 tally. (We've

end>.r Mtr.31 Jun.30 Sep. 30 Dec.31 Year rougthat is already being recovere to15 a share$0ti t bd
2005 4 192 34 1773 174193 4737 rate riders, so the net effect on revenues in ,.ma e your esraise

h'
2006

....
1 197 25 178 3 199192

.
767 1 the second half of the year would be $14 an-s better-t$2.85, due to ALLETE

2007
....

8 212.33 2003 223205
.

841.7 million. The final order is due in mid-2009. expected March-quarter earnings.) The

2008
...

4 211.6 ^215 215213 855 A wholesale rate hike took effect on earnings growth we forecast for 2009 as-

2009
.

225 220 225 225 W March 1st. The Federal Energy Regu- sumes a rise in utility income but no im-
theE

Col. EARMNGSPERSNAREA Full latory Commission granted Minnesota
based5 millionf $7iP

ven so,provement in real estate.
company's real estate operation is well po-

endar Mar,31 Jun.30 Sep. 30 Dec.31 Year ,.ncrease oower an current turmoilt thidd t
2111115 64 885838 2.48 on an 11.25% return on a 59% common- ,ee ouo rsitione

tk
2006

, ...
.68 .49 .78 .82

77
2.77

063
equity ratio.

capital pro-wer's heavt PMi

esince it has very little debt and the mar
value of its land is well above the $63.1

2007
2008

.93 .80 .58 .
.82 .63 .70 .70

.
2.85

y. a onneso
gran will require additional rate million'book value.

2009 .85 .60 .75 ,75 295 cases. The utility plans to spend over $1.5 This stock is up over 15% since our
t thishh k

l.C QUARTERLY DIVO)ENDS PAID s n t Full
t ainbillion from 2008 through 2012. About half late-March report. We t

a
ender Mar.31 Jun.30 S .30 Dec.31 Year of this spending will be for environmental was a correction after investors over-

ects forrostiidih
2004 - •. -- .30 .30

1 25

ng p pnsappoeand renewable-energy projects that are re- reacted to t
coverable through rate riders until they ALLETE's real estate business. At the cur-

2005
2008

.30 .315 .315 .315
363 363363 363

.
1.45 are rolled into base tariffs through a gen- rent quotation, the stock is fairly valued

2007
....

41 4141 Al 1.64 eral rate application. -compared with the typical utility equity:

2008
...

.43 .43 This year, a sharp decline in real Paul E. Debbas, CFA June ,217, 20

A) Dilt, uted EPS. Excl. nonrec. gain {loss): earnings report due late July. (B) Div'ds histori- In '07: $2.491sh. (D) In mill. (E) Rate base:

^¢ na '05, ($1.84 ); gain (losses) on discontin- catty paid in early Mar., June, Sept., and Dec. n Originai cost deprec. Rate allowed on com. eq.
'07:eqrmmarned on av11 6%'95

pany's Financial Strength ^?
ck's Price Stability

NMte Growth Persistence
ued or '04 $2.57,'05, (160);'06, (2e); Di

27¢. Next ve18as r*rn accounting change: 04
. ; e:ved reinvestment plan avail. t Shareholder in- in

stment plan avail. (C) Incl, deferred charges. 12.4%. Regulatory Clim
.,.g:

ate: Average. Earnings Predictability ^r;EEaruings
,

;"ypktp Lirtp inc.-Ak rI^te reserved.` Factual material is obtained from sources berieved to be reliable and is provided without warranties of any Idnd

t: OR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use. No partf1 tp t^T itilIr
• • :1 i:

.^
a^ ^^^^ - ati^:,Atirie a7ran.nYSed in arry Pdriteii olm:troroc or other form, or used for generating or marketing any printed or electronic p ublication. seruice or protk^.
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LSAFETY
3 Raised211r,^pg Hi<

2 Raised g281o7 ^E
3 i.owered 5l3aroe

1.00 = Market) Outia

Price Gain ~FellH'I^gh
3550

(+35"/e 11%
(•5%; 3%

A S 0 N 0 J F M A
0 0 0 0 0 0 0 0 0
0 0 0 1 0 0 0 0 0
D 0 0 1 0 0 0 0 0

NYSE-ul JW 37.06 1=13 .54T 135) REA
RAi10mE 0e83e^en 14,9 PIE ^0 3,9% ' 68

28.0
9

v•
is.a 2s.o 25.2 i5.e 27.5

31.0 25.1
23.5 2s s 2^7:s 3^4:e

42.4
geTaf tPrice Rang

0.95 x OW denkp
Fill 2011 2012 20,I;

aENDS

divided by Mterest Rete
Relative Prce Strength 12pis:Yes

JOPOb7 902007 02008
taeur 92 116

1
1^ Percent 12

taSeN shares 6
Hldsi0001 621^ aan08 . 115 'traded 4

---32

24
20
16

12

% TOT. RETURN 5/08 8
THIS VL AqRN.

STOCK INDEX
1 yr. -10.0 -9.7
3 yr. 51.0 27.3

0o ww
was formed on cuu1 [uDZ 2003 2004 2005 2006 2007 5

12s,3 85;gergy corporation, April 21, 27.45 27.83 30. 4 4 30.97 28.26
2008 2009®

VALUE ^^ INC 1-135 3325 34,75 Revenues28.19 25.56 28,02 28.93 31.1

. 75,
27.80

1998 through the merger of WPL Holdings, 4.85 5.71 6.57 " 5.82 4.52 4.19 4.69 5.48 4.33 5.12 155 6 f0 "Ceeh FIo^ pehshIES Industries, and Interstate Power. WPL t26 219 2.47" 2.42 1.18 1.57 1.85 2.21 2.06 2.69 ?:75 290 Earnings per oil A 3.30
stockholders received one share of Inter- 200 2.00 200' 2.oir 2,00 1.00 1.W 1.05 1.15 t27 1-40 1.53 blvd Del perch a n 1 1,g2
state Energy stock for each WPL share, IES 4.79 6.o6 13.50 9.13 7.12 zss 5.55 4.5tstockholders received 1.14 Interstate, Ener- 20.69 27.29` ' 25,79 21.39 19,89 ' 21.37 2213 20.85 22.83 24.30 2575 27.15 Book Value persh c 31^
gy shares for each tES share, and Interstate

Oil
ia.9s 7s.ot es,se s2.3o 1to.ss 115.74 tn.oa

UP 1180

ng^sPower stockholders received 1.11 Interstate 25.t 13.0 11.0 12.6 19.9 12.7 14.0 12.6 are ^ce g[Energy shares for each Interstate Power 1.31 a4 .n .65 1.09 72 .74 67 .91 • sp ver ^,e- ^" 0hare. Data prior to 1998 are for WPL fiold 6 .3% 7.0% 6.9% 6.6% 8.5% 5.0•^ 3.9% RNeilve PIE Ratio gggs only and are not comparable with Al- °'N Avg All Div d Yield 4.4%nt Energy data. 2130.9 2198.0 24os.o zm.3 2so8.6 3128.2 2958.7 3279s 3359.a 343ZS 96g0103.4 178.2 203.1 194,9 113.1 176.6 229.5 3378 ` 260,1 320.8 325
Revenuea.(SMA) `^

CAPITAL STRUCTURE as of 3/31108 36.0% 40.3% 54.0% 23.5% 24.2% 28.9% 26.7% 19.0% b °4 ^^^($m81) 410Total Debt $1626.7 m71. Due in S Yrs $555:7 mill. • 6.6% 4.1% 4.3% 5.7% 6.8% 11.7% 8.1% • 3.0% 3.1 Y° 2.4% 111% 3.0% AFUDC % to Net PrtNit 3.0%

LT Debt $14036 mill. LT Interest $99.0 mill.
(LT interest eame:5.8x) 47.3% 39.6% 47.0% 54.7% 56.4% 44.8% 45.0% 41.6% 31.4% 32.a% 315% ON Long• erm Debt s9o 41.0%Pension Assets.1y07 $890.0 mill; Obiig. $879.0 49.2% 57.4% 502% 42.7% 39.2% 50.2% 53.1% 62.9% 61.9% SdBX 515% Common Equity Ratio 555%
mill. 3262.9 3756•0 4081.4 44902 4679.1 4738.4 5104.7 4599.1 4218.4 4329.5 4906Pfd Stock $243.8. mill. Pfd DIv'd $18.7 mill:. 3101.7 3486.0 3719.3 38628 3729.2 4432.6 5284.6 4866.2 4944.9 4679.9 5420 6290 NM^PMnt milS

( I) 6850449,765 she. $100 par; 8,199,460 she. $25 par; capital
1,127,787shs.$50par. 4.9% 6.2% 4.1% 5.7% 6.1% 8.9% 7.5% 8.6% &0% . 7.5% RetumonTotal

8380
6.0% 7.9% 9.4% 9.6% 5.5% 6.8% 8.2% 12.6% 11.0% 10.5% 10.5% Return on Still ^'L

7.5%
Common Stock 110,436,824ahs.. 6.0% 9.6% 9.8% 5.8% 6.7% 8.2% 13.1°k 9.1% 11.3% 15% 1059F, Return on Com t^ E

95%MARKET CAP: $4.1,billion(MidCap) NMF .7% 1.9% 1.6% NMF 1.
2S% 3.8% 8.1% 4.0% 5.9% 5.0% S. Ox.

10.0%
ELECTRIC OPERATING STATISTICS NMF 92% 81% 85% NMF 67% 58% 42% R^"^ to. Corti Eq .4^r%

0%2005 2006 2007 BUSINE53: AlUant Energy, formerly named IMerstate Energy, is a
other, 6%. Fuel sources, '07: coal; 65%; gas. 28%; oil, 6%; other,Avg.M1 Use 4215 4180 4282 holding company formed through the merger of WpL Holdings, IES
under 1%. Fuel costs: 54% of revs. '07 deprec. rate: 2:6%. Est'dA°9^flars lir Wfl(r) 5.28 5.96 5.77 Industries, and Interstate Power. Supplies elect (73revs.), gas^^ ^ 5446 4985 4902 (19%), and other services (6%) in Wisconsin, Iowa, Minnesota, U. Plres.& E0: WilliamsD. Harvey.pnc: WlmAddress^f'49o2aN. Bill-

peg ) 5932 5987 5751 lufois: Elect; revs. by state: WI, 47%; IA, 49%; MN, 3%; IL, 1%.
more Lane, P.O. Box 77007, Madison, WI 53707•1007. Tel.: 608-% +155.3

.6
+1
52.0

.8 -1.8
53.0 Elect. ^.. ^id., 35%; comm', 22%; ind'I, 30%; wholesale, 7%; 458-3391. Intemet: www:alliant-energy.com.

R"^^^•l%) 252 350 416 ^llant Energy's Iowa operations were ing on the
ANNUAL RATES past past EsYd p5 07 serious generation infrastructure, envf_
otch ^g ^-^ e e^e eatreme flood- ronmental complfanee, and'investment9 inangs (pBr sh} 10 Y►s. 5 Yra, to 9t- t3.

tions generating sta_ renewable energy The small reduction inRevenues -- 5°^ 4.5% ^^taling 380 megawatts of ca aci"Cash Flow" -.5% -2.5% 70% were forced ofiline. Too , customers rece^ 2009 aandre20 0 loWhatever aomount for
5% 3.0%. 6.0%

ing 280 megawatts (mw) of load have been awarded will take effect next January lst.Book Value 1.5% .5% 6.0%
5.0% -10.5% 9.05fi

unable to take electric service, and it"s'un= Separately; LNT received regulatory ap
Cal• QUARTERLY REVENIIES miu certain when they will be able • to do so. roval to discontinue customer credits ofendar Mar.31 Jun.30 .30':Dec31

Full
Rail and barge coal deliveries continue to 926 million related'

to d'ecommiesionirig2005 825.2 686.7 860.9 906.8 3279.6 experience disruptions, and, 14 substations
funds from the sale of the Kewaunee, Wis-2099 930.9 696.8 890.4 941.3 335g, in the hard-hit Cedar Rapids area have, consin nuclear plant.

2007 912.7 746.2 907.3 871.4 3437, been flooded. To ease the financial impaot,
Our 2008 earnings estimate should ! be2008 992.0 800 g70-• 928 LNT has insurance with total limits of regarded as tentative. We won't take200 1040 B50 1020 9'2808 $100 million for covered'flood losses and is into account the effect of flooding or the

Call- EARMNGSPEpSNpREn evaluating regulatory options for recovery-
amount of likely damage recovery untilendar Mar31 Jun.30 S.30 Oea31 YearFull In addition, incremental costs of replace-
both are better known. For now, we. et1-2005 .23 .41 1.05. S2 2.21 ment power needs should flow through timate 2008 earnings will rise a nominal2006 .56 .39 .75 . 36 2.06 I'NTs energy adjustment clauses. At this 2%;• to $2.75 a share. An order on the2007 .56 .43 1.05 .65 269 time^ management is unable to predict the aforementioned rate re uest su

ggests iin-2008 •62 •45 1.05 .63 2.75 floods impact on 2008 earnings. The provement next -year. q209 •65 ,48 1.10 .67 2.90 damage is not expected to have a material Thil stock
might interest income.long-terraOUARTERLYDM9EM>SPAOa long-term adverse effect on profits.

oriented utility investors. A low payout^endar Mar.31 Jul 30 De 1
Full

The company awaits an order on its ratio, coupled with our forecast of slow.2004 .25 25 .25 253 1 .01 filing for higher rates in Wisconsin. It but steady, earnings gains to
207.1-2013,.263 .263 .263 .263 1.05 seeks a $93 million hike in retail electric indicates above-average dividend growth2006 .288 298 .288 288 1 15 rates and a nominal $1 million decrease in over the same time frame, What's more,2007 .318 .318 .318 .318 1,27 posted natural gas tariffs. Cost drivers on finances are strong.the electric side include increased spend- Arthur H. Medalie(A) Diluted EPS. Exd. nonrecur. gains (lossas) historically paid in mid-Feb May Aug., and base: Odg. cost. Rate allowed on com. ^

p June 27, 2008
96, net 7¢• '99, 324; '00, $2.56; '01, (28¢); '03, Nov.. n Didd reinvest. plan avail. t' harehoider '05, WI, 10.6%; in '07, IA., 10:7%; eamed on St"ock's prioe Stability

qnet 24¢; '04, (580); 15, ($1.05); '06, 840; '07, invest. plan avail. (C) Ind. defer{ed chgs. in avg. com. '07,
30

1 0081.11. Next el rpt. due late July. (B) Dl '07.$307.9 hill $2.79/sh. (D) In mill. (E) Rate Above A
IA, Below

1 1A %. Regul. Oil WI, Price Growth Persistence
0 2008, Value Line Pubriehing, Inc. All rights reserved Fadual material is obtained from sources beaeved to be r ^' EeMinga PfBdiCfability 65THE PUBLISHER IS NOT RESPON.SIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is stri

for o^l without warranties of any Itind.
of it may be reproduced, resdd, stored or transmitted in any printed, electronic or other form• or used for generating ar^marke 343 i' non-commercial, intemal use No part e a •• : 1 1: 1 1 .4elecbonic oubAcation sennrs „r,..,,a,w



ENTERGY CORP. WSE.UR RE 120•03 'RAM18r
TIMELINESS G Rahad 6/6r08 High: 30.3 32.4 33.5 43.9 44.7 46.81 57.2Low: 22.4 23.3 23.7 15.9 32.6 32.1 42.3SAR7Y 2 New 3/3U06 LEGENDS

- 1.36 x Dividends p shTECHNICAL 3 Lo^^^De divided bp IMeresi Rate
BETA .85 1.00=Aqerket •• Relative Prce Strength

ORt^ J cns: Yes i

^ P^ (^ i^ ....

.10%)HIV 15Low 115 (-5%) 3%

A S 0 N D J F M A
Buy 0 0 0 0 0 0 0 0 0
0es 20 01 0 0 0 0 0
See 3 0 0 1 0 0 0 0 0 .. I - . •.i I ...:

( ^iao) 'PEE RA 1.12 no 2.68.7 79.2 94.0 125.0 127.550.6 64.5 66.8 89 . 99.4

699
Target Price Ran
2011 ) 2012 120'

-a--
16D

---- --- 100

902007 402007 10ZDOB Percent 15
%TOL RET4RN-511110.

217 THIS Y^Aq1nt,
1• W 217 215 shares 10 siOOK albeit

traded 5 1 yr. 9.9 -9.7^ Hld 00g 15715 156325 1 792 3 yr. 823 27.3Entergy Corp, (
formerly Middle South Utili- 1998 1999 2000 2001 2002 2003 2004 2005 2008 2007 2008 2009 5®VAIUEtINEPUB ^N 143^ ties) is a registered holding 'company. On ' 46.57 35.51 45.61 43.59 37.34 40.17 46.69 46.61 53.94 59.47 64.20 6130 Revenues per sh 72,X

12/31/93, the 'company merged With Gulf s.11 5.06 6.49 6.41 7.62 7.43 8.33 8.18 9.83 10.86 1245 13.25 "Cash Row persh 16,05
Statesi Utilities. Entergy shareholders 2.22 2.25 2.97 3.08 3.68 3.69 3.93 4.40 5.36 5.60 8.60 7•20 EeningspershA gppreceived stook in th^.' new company on a 1.50 1.20 122 1.28 1.34 1 60 1.89 2.16 2.16 2.58 3.20" 3.60 Wv d Oecl'd per eh an 4 JO
one-for-One basis. Since a cash cap of $250 4.63 4.84 6.80 625 6.88 6.85 6.51 6.72 7.83 8.17 11.70 1995 Cap,l g per sh 7z
million was exceeded, GSU shareholders 28.79 28.81 31.89 33.78 35.24 38.02 38.26 35.71 40.45 40.71 42.20 4&p0 Book Value persha 6=
asking for cash were. giveh a 25% cash l75% 246.83 247.08 219.60 220.73 222.42 228.90 216.63 216.83 202.67 193.12 187.00 191R00 Commorl She outsPg 19A00
stock disbursement The remaining 'emaining GSU 12.9 13.2 10.1 12.5 11.5 13.8 15.1 16.3 14.3 19.3 Bold are Avg Annryp o 110
stockholders received 558 share of the new ' .67 .75 .66 .64 .63 .79 .80 87 .77 1.02 LM Relative PIE Ratio 1,00
company forreach share held. 5.2% 4.1% 4:1% 3.3% - 3.2% 3.1% 3.2% 3.0% 2.8% 2.4% e me'
CAPITAL STRUCTURE as of 3/31/08 Avg AM'I Div d Yield 3.6%
Total Debt $10839 mi8. our in 5 We $5623 mill_ 570.9

11495
595

8773.0
710.

.2 10016 9621.0 8305.0 9195.0 10124 10106 10932 11484 12010 f2600 pevemiea ($mf1^ 1q400,9 716.8 878.4 874.2 933.1 943.1 1133.0 1160.0 i325 1485 Net ProOt ¢mill 1905
LT
(I-Tint.Debt earned:

$9928
ed: MOP4.4.4#

LT Interest $506 mill.
37.3% 37.5% 40.3% 38°k 25.1% 35.9% 282% 37.2% 28.1 % 30.7% 31.0% 31 A% Income Tax Rib 31,0%Peit>yon Assets-12/07 $2764 ^nip, Oblig. $3248 4.1% 8.7°k 7.9% 6.6% 6.4% 8.7% 7.0°^ 8.0%mill; , - 47.0% 45.6% 50.4% 47.7% 45.7% 44.8 % 44.7% 51.9% 50.7% 54.

5.8% 90%
3% 54 0% 52,0% Long-Tenn Debt Ratlo 49.0%

Pfd Stock $3112 mil(: Pfd Dip'd $24.8 mill. 50.6% 49.1% 45.6% 48.6% 50.6% 53.2% 52.9% 45,5% 47.2% 43.9% 44.0% 46.5% ICommon u ReHo 50.0%
6i115,105 shs. $4.20 to' $7.88, $100 par; 14042 14505 15351 15353 15499 16361 15696 17013 17351 17902 17930 19875 Total Capital 0) 24800
1,000,000 shs. 11.50%, all without sinking fund:

15M 15501 16497 17264 17195 18299 18696 19197 19438 20974 22130 22950 Net Plant $mill 240406.7% 5.7°h 6.2% 6.4% 7.3% 6.8% 7.4% 6.8% 8.0% 7.9% 9 0% 8.5% Retum on Total Cap'I 10%7.7% 7.5% 9.3% 8.9% 10.4% 9.7% 10.8% 11.5% 132% 14.2% 18.0% 15.5% Return on Son Equity ' 110%1ft
- Comioon StoeK 191,897,389 sps 7.45%. ° 7.7% 9.7% 9.3% 10.9% 9.8% 11.0% 11.9% 13.5% 14.4% 16 5% f&0% Rel.- oB Com ' 0 1E0X

MARKET CAP: $23.0 billion (Large cap) ?-1% 3.7% 5,8% 5.7% 7.1 % 5.6% 5.8% 6.0% 8.0% 8.0% Retainedto Com Eq z0%ELECTRIC OPERATING STATISTICS 74% 56% 43% 41 % 37% 44% 48% 51% 42% 46% 49% 51% AN Dfv'ds to Not Prot 54%
2005 2006, 2007

BUSINESS: EntergyRebi$alesp(WI{)
Avg. Ir^.

-6.7 - .4 +.6 rgy,^ Corporation has five subsidiaries that supply
and food products industries are main customers. Fuels: gas & oil;Its @69H) _ 957 909 920 electricity to portions of Arkansas, Louisiana, Mississippi, Texas,
18%; nuclear, 33%; coal, 12%; purchased power, 37%. '07Avg.Indust.Rers KWH9g) 6.43 6.86 6.75 and New Orleans. 2007 revs.: Electric & Gas, 81%; nonutility, 19%.
depreciation rate: 27%. Nas:14,100 employees, Chairman: Robert

CepahyatPeak 22696 21727 22087PadClOad,Suimer ) 22000 22887 22540 Merged with Gulf States Utilities 12/93. '07 electric revenues:
Lufl Chief Executive Officer: J. Wayne Leonard. President' Riohardr 59.0. 60.0 62.0 tesidential, 36%; commercial, 27%; industrial,- 28%; other, 9%.
Smith. Inc.: DE. Address: 639 Loyola Avenue, New Orleans, LouisF%UWlge0JsbM^r-endl -& -9.1 +2.0 Chemical processing, allied products, petroleum refining, paper,
ana 70113. Telephone: 504-529-5262. Internet: www.entergy:com.

Fe!^l^l'-.) - , 318 281 288 Entergy's planned spinoff of its un- emissions. The project's cost is estimatedANNUAL RATES Past Past Est'd'os-'o7 regulated nuclear plants should be at $1.5 billion. But $2 billion in fuel sav-of change (per sh) 10 ft 5 Yrs. to'11=13
finalized shortly. The company owns 11 ings over Little Gypsy's expected lifeRevenues s.o% 5.0% 5.0% nuclear units, of which six are free of com- would more than compensate for the eg-^h 5.5% 7.0% 9.0% mission oversight . It expectsEamirrgs 8.5% 9.5% 10.0% to separate penditure-Dividends 2.5% 12.5% 13.0% the six units into a new company named Earnings are poised for another rec-Book Value 3.5% 3.0% 8.0%
Enexus Energy. E`TR shareholders would ord year in 2008. Wider margins on

Cal- qUARIERLY REyEIAIES ($ MR) Full retain their stake in Entergy and would nuclear operationd and a full year of theender Mar.31 Jun.30 $ ..30 Dea31 Year receive all Enexus shares. The deal calls June, 2007 purchase of the Palisades2005 2022 2410 3021 2653. 10106 for
Enexus to borrow $4.5 billion, from nuclear plant will trigger most of the gain.2006 2568 2629 3255 2480 10932 which it would pay Entergy $4 billion. The Other pluses include fewer common shares2007 2600. 2769 3289 2826 11484. pact also provides for formation of a com- outstanding and higher rates in three2008 286,r̀ 2920 3420 2805 1261# .

pany named EquaGen, which would oper- jurisdictions. All told, we estimate 20082009. 3000 9070. 3570, 2960 12600 ate- nuclear assets of Entergy and Enexus earnings vvill rise
18%, to $6.60 a share.Cat- EARigNGSPEiSHMA - Full and would be owned equally by both.

The Further gains are likely in the coming 3 toendar filar.31 Jun:30 30 Dec.31 Year spinoff requires various commission ap- 5 years. The stock is timely.20(5 .8i4 _ 1.38 1.70 .48 4.40 gmvals• Closing is expected in September.
The separation provides investors2006.92 1.33 1.83 1.28 5.36 eanwhile, the company is adding with good growth potential. Enexus.2007 1.03 1.32 2.29 .96 5.60 fossil-fueled capacity: Earlier this year, will be - able to engage in mergers and ac=2008 1.56 1•55. 2.55 .94 6.60 it

purchased the Calcasieu peaking unit quisitions more easily than it could as part2009 1.45 1.80 2.80 1.15 7•20 for $56.4 million. And it has agreed to buy of Entergy. Though the spinoff will reduceCol. OUARTERLY DRMDg PAID a. Full the Quachita 789-mw gas-fired plant for Entergy's cash flow, the $4 billion pay-ends► fNar.31 Jun.30 30 Dec.31 ' Year $210 million, on which it will invest anoth-
ment from Enexus will permit it to buy2004 .45 .45 .45 .54 1 .89 er $436 million in upgrades. Also on the recently built merchant capacity and make2005 .54 .54 .54 .54 2.16 agenda is repowering of the 538-mw Little transmission upgrades to access low-cost2006

I .
54 .54 .54 .54 2.16 Gypsy gas-fired plant to burn petroleum fuel. On balance, we rate the two parts2007 .54 .54 . 75 .75 2.58 coke and other solid fuels. Work here has greater than the whole.2008 .75 ,75 been delayed pending a study of mercury

04
(A) Iil. Arthur H. Medalie June 27, 2008egs. Next s. report due late July. early June, early Sept., and early Dec. a Div. avg. com. eq. in '07: 14.1%, Reg

. Clim.: Avg. Company'snonrecur. gains losses): '07, ($1.22);'98, rein, plan avail. (C Incl. def. chgs. In '07: (E) In mill. PanY's Financial Strength A782; '01, 150; '02, ($1.04); '03, net 33g; '05, $26.02/sh. (D) Rate base net orig. cost. Rates Stock's Price Stability 95
(210). (B) piv'ds historically paid in early Mar., allowed on com. eq.: 1.0-13.0°. Eamed on Price Growth Persistence g5
® 2pp8, Value Line. PublisAi m"`jnc. All r'̂ phts

reserved. Factaal material is obtained from sources believed to be reliable and is provided without warranties of any
kind

Earnings PrediCtebili 80THEPUB
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GREAT PLAINS EN"GY 4(^ 26 6 A1^ 16 5(^ ^^ 1 01 n° 6 %0 700NYSE.G^ . dd 15. . .
TIMELINESS 3 Lowered 5116Po8 High: 29.9 31.8 29.6 29.0 27.6 27.0 32.8 35.7 32.8 32.8 33.4 29.3 Terget Price Range

Low: - 27.4 28.0 20.8 20.9 23.2 15.7 21.4 27.9 27.1 27.1 26.9 23.6 2011 2012 2013^f
SAFETY

2
Reised7116193 LEGENDS

TECHNICAL 4 Loweredfr13106
BS
ided

x DNtdendsp sh
dN by fnterest Rate 80i
Relative Price Strength 60BETA .80 (1.00=Market) lrons:Yes

di^
50

2011-13 PR C ONS
'

area in cates recess on
40

Ann I Total
Price Gain Return t ^

High 30 (+15% 9%
Low 25 .5%3 5% •. .. r ^` tr r 20
Insider Decisions 15

ASOND JFMA
. . .

"
•

. • ^..•. • . ,..,

to Buy 0 0 0 0 0 0 0 0 0 •` 10
optbns 0 0 0 0 0 0 0 0 0
rosea 0 0 0 0 0 0 0 0 0 %TOT.RETURN SJOg

7'5
Institutional Decisions MS yLa^,
to ^uy

95 115
^ ^^ 10M Percent

shares
12
8 ILI] yr.

Sta^x INDEX
1 10.5 -9.7

roSell 111 99 113
Md 42390 43943 42424

traded 4 5^. ^2 85.8

1992 1993 1994 1995 1995 1997 1998 i999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 ® VALUELINEPUB INC 1-13
12.97 13.85 14.03 14.31 14.60 14.47 15.17 14.50 18.02 23.61 26.91 31.04 33.13 34.85 33.30- 37.89 15.2b' 16,20 Revenffespersh 20.25
3.36 3.73 3,69 4.06 3.90 3.91 4.21 3.63 4.63 4.70 4.40 4.69 4.75 4.54 3.86 4.24 3.75 3.95 "Cash Flow" per all 5 00
,1.35 1.66 1.64 1.92 1.69 1.69 1.89 1.26 2.05 1.59 2.04 2.27 2.46 2.18 1.62 . 1.85 1.60 1.70 Earnings per all A 200
1.43 1.46 1.50 1.54 1.59 1.62 1.64 1.66 1.66 1.66 1.66 1.66 1.66 1.66 1.66 1.66 1.66 1,66 Dkr'dDecl'd per sh a n t 1.66
2.09 209 2.02 2.20 -1.66 2.05 1.97 2.97 6.67 4.38 1.91 2.19 2.66 4.49 6.05 6.15 ^8.05 7•90 Cap'I Speqding poi sh 3.50

13.79 13.99 14.13 14.50 14.71 14.19 14.41 13.97 14.88 12.59 13.58 1382 15.35 16.37 16.70 18.18 17•90 17.95 9ookvaluepersh c 1A50•
6.91 61.91 61.91 61.91 61.91 61.91 61.91 61.91 61.91 61.91 69.20 6926 74•37 74.74 80.35 86.23 94.00 94.00 Common She Oubt'g 94.00

16.5 14.5 13.2 122 15.9 17.0 5.7 9.0 12.4 15.9 11.1 122 12.6 14.0 1.3 16 .3 Paid sg ane Avg I P Ralio 14.0
1.00 .86 .87 .82 1.00 .98 .82 1.14 .81 .81 .61 .70 .67 .75 .99 .86

v

allis

Una
Relathre PIE Ratio .95

.6.4%. 6.1% 6.9% 6.5% 5.9% 5.6% 5.5% 6.6% 6.5% 6.6% 7.3% 6.0% 5.4% 5.5% 5.6% 5.5% °p Avg Ann'I Div'd Yield 10%

CAPITAL STRUCTURE as of 3/31108 938.9 897.4 1115.9 1461.9 1861.9 2149.5 2464.0 2604.9 2675.3 3267.1 1435 1525 Revenues (jm111) 1900
Total Debt $1685.1 mill. Due in 5 Yrs $394.6 mill. 133,2 94.4 128.6 100.0 129.2 159.0 178.8 164.2 127.6 159.2 145 . 160, Net Profit Sndl 193
1.T Debt $1452.9 mill. LT interest $86.5 mill. 19.8% 3.3% 29.2% 16.6% 27.2% 34.2% 24.1% 18.7% 27.0% 30.7% 30.0% 30,0% Income Tax Rate 30.0%
Incl. $150 mill. 8.3%inandetoriy redeemable
preferred securities: 47% 64% 12.6% 12.8% 1.0% 1.8% 2.0% 2.1% 8.4% 10.6% 21.0% 190% AFUDC %to Net Proftt 5.0%
(LT interest stained: 3.4x) 39.9% 39.4% .55.4% 53.1% 53.5% 53.8% 44.8% 47.5% 30.6% 40.7% 490% 47.5% Long-Term Debt Ratio 41
Leases, Uncapita0ied Annual rentals $18.6 mill. 47.4% 49.7% 42.8% 44.6% .44.7% 44.4% 53.4% 50.9% 67.5% 57.9% 53.0% 51.5% Common Equity Ratio 51:0%
Pension Afisets-12/07 $400.1 mill. Oblig. $512.9

-
1880,1 1739.6 2152.3 1747.4 2102.8 2154.6 2137.1 2403.3 1988.4 2709.8 3175 3280 Total Capital ($n01) 3450

mill.
S '

2316.4 2298.9 2527.8 2623.7 2600 2700.9 2734.5 2765.6 30662 3444.5 3990 4525. Net Plant II 5025
Pld tock $39.0 mill. Pfd Div d $1.8 mill
390,D00 shs. 3.80% to 4.50% (all $100 par & 8.6% 6.9% 7.7% 7.5% 7.7% 9.0% 10.1% 8.2% 7.9% 7.5% 10% 65% Return on Total Cap'I 7.5%

cum.), callable from $101 to $103.70. 11.8% 9.0% 13.4% 12.2% 13.2% 16.0% 15.1% 13.0% 92% 9.9% 8.5% 9.5% Return on W. Equity 11.0%
Common Stock 86,365,262 shs. as of 515/08 13.1% 9.0% 13.8% 12.6% 13.6% 16.4% 15S% 13.3% 9.4% 10.1% 8.5% 9.5% Return on Com Equity E 1I•0%
MARKET CAPc 52.3 billion (Mid Cap) 1.7% -NMF -2.6% NMF 2.3% 4.4% 5.1% 3.2% NMF .9% NNF NO Retained to Coin Ell 20%

ELECTRIC OPERATING STATISTICS 89% NMF 81 % 104% 83% 73% 68% 76% 104% 91 % 106% 0% ABJ Div'd$ to Net Prof 81%
2005 2006 2007

ReutSdes(KWH) +6.3 +.9 +3•6°6 BUSINESS: Great Plains Energy Incorporated is a holding compa- in affordable housing credits. Sold Strategic Energy (energy-
''

.
Avg l^ Use (h6VN1 977 981 940 08. Fuel costs: 67% of revs. 07 reportedn for Kansas C Power & Li ht which su ies electricity to about marketin subsidiary) iny City 9 PPf 9
Avg.6dust Flew erliWH(g) 4.66 4.65 4.94

^
506,000 customers in western Missouri (57% of revs.) & eastern deprec. rate (utility): 3.0%. Has 2,500 employees. Chairman &

w 4054 4053 4392CepBalyatPeal (f
k{ 12 7 1 3638P d 5ti ^

Kansas (43%). . Elec. rev. breakdown, '07: residential, 34%; com- CEO: Michael J. Chesser. President & COO: William H. Downey.
s oa , mma 35 3 2

AmudlodFaca(°°bb „ 51.8 49.2 52.0 mercial, 38%; industrial, 8%; other, 20%. Generating sources, '07: inc.: MO. Address: 1201 Walnut St., Kansas City, MO 64106-2124.

+1U +1.0 +.6•%ChatgeCu4lanas avg.) coal, 67%; nuclear, 22%; other, 4%; purchased, 7%. Has interests Tel.: 816-558-2200. Internet. www. 9reatPlainsenw9Y•com.

Rod cYalge Cov. (%) 360 -294 287 Great Plains Energy is awaiting a de- lems. As expected, Kansas City Power &
ti-tl id t if thh h iLfi i

' ' =
y ra e esgn ican set o sg acision from the Missouri comm ss on

07ANNUAL RATES Past Past Eet d 05
ofchange(per sh) t6Yrs. sYrs. .tc'11=73 regarding its proposed takeover of mated cost of the 850-megawatt latan 2
Revenues 9.5% 9.0% 'NMF Aquila. Under terms of the agreement, coal-fired unit due to the rising cost of
"Cash Flow" .5% -1.5% 3.0% Great Plains would pay around $1.5 billion labor and materials. (This issue is hardly
Eemings .Sok -- 1.0%

Nil% (55% in stock, 45% in cash) and assume $1 unique to KCPL.) The project is now budg-.5
Book

--
Value 1.5% 4.5 /0 1.5% billion in debt for Aquila's two electric util- eted at $1.77 billion-$1.87 billion, up from

18
t;ei- OUARiEfiLYREYENUES(SndIIL) Fuli

ities in Missouri. The deal would probably the expected $1.45 billion-$1.59 billion

3130 D31 J 90M Y be dilutive to earnings in 2008 but accre- months ago. KCPL also had some operat-endar eo..at un• ear lants in theowerwith itltii i ' i diffib Th1 6 5 2 2604 9
pcu es s pe comm ss on s ngtive eginning in 2009.2005

2006
631.7 782.9 4 .545.

1 818 5 655 5559 2 642
.

2675 3 ruling was expected shortly after this re- first c^uarter; 'which caused a poor bottom-

2007
. .. .

6 992 0 806 2664 3 804
.

3267.1 port went to press. line showing. Finally, the utility is feeling

2008
. .. . .

6 350 457.4 330297 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 subsidiary. We The upcoming months will be event-

EARNINGS PER SHAREA have adjusted our figures to exclude this ful. KCPL will file general rate cases in
CaI

endar Mac31 Jun.30 S.30 Deo.31
Full
Year business. After taxes, the company expects Missouri and Kansas this year, probably

Greatl ft md l llb18 mer or ear y a .e suject to aroun ato receive $270 million in cash (su2005
2005

.27 .34 1.19 .38
4249d 02 69

2
1 62 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

2008
.

d.07 .40 •90 •37 1,60 capital spending. Strategic Energy, which has not been specific about the timing or

E09 NiI .41 .91 .38 1.70 markets energy to commercial, industrial, amount of the offering.
i

QUARTERLY DIVIDENDS PAID • t F ll
tsand institutional users, is profitable, but This stock is of interest solely for

cal-
1

u
Y earnings are volatile. The divestiture of yield, which is among the highest of anyendar Mar•31 Jun•311 S 0 Dec•3 ear k oft Th lthi i di acus ry. es nnthis low-margin business affects revenues equity

2004 415 415 415 415 1,66 much more than net profit, where it will dividend-growt,h potential makes it an un-
2005 .415 .415 .415 .415 1.66

415 1.66415 .415415200g have a dilutive effect on earnings. (Its exceptional selection for the 3- to 5-year...
2007 415 415 415 415 1.66 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

(A) Excl. nonrec. gains (losses): '97, (52'0Q rou
'' ' $

nding, '06 due to change in shs. Next egs. (C) Ind. intang. In '07: $5.66/sh. N) In mill. Company's Financial Strength A
100Stock's Price Stabilityee: Fair val Rate all'd on comi bi E R'; due03,290; D401, ($2.01); 02 (50); 0 )490; q..as .en ( ) aearly Aug. (8) Div ds historically paid

gain Qosses) on dLsc.is.: 03, (13¢); '04, i 0¢; mid
'05, (3¢); '08, 62¢. '05 PS dn t add due to plan

-Mar, June, Sept., & Dec. • Div'd reinvest. rn '08: 10.75% (MO); none spec. (KS); earned Pnce Growth Persistence 30
avail. t Shareholder invest. plan avail. on avg. com. eq., '07• 10.7%. Reg. CBm.: Avg. Earnings Predictabili 75

® 2008, Value Line Publishing, 1nc. All rights reserved. Factu
`THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS

al material is obtained from sources behaved to be reliable and is provided without wprranges of any land. ^•
'11111'
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INTEGRYS ENERGY NYSE-TEG N^ 52a12 ^^ 14•3(^ 9^) ^^ 0.88 DO' 5.2% !
,M

I

702
TIMELINESS - Suspended 313Wp7 High: 34.3 37.5 35.8 390 36.8 42.7 46.8 50.5 60.0 57.8 60.6 53.3 et Prce ^Rane

Low: 23.4 29.9 24.4 22.6 31.0 30.5 36.8 435 47.7 47.4 4.1 44.0 22012 203
SAFETY 2 Lowered 414103 LEGENDS 120

TECHNICAL - Sue^gded330107 d Nded
o.94 x orvdends p sh 1^

by lyderest Rate
Relative Price S,renglh -80

BETA .85 (1.00=Market) Co ons: Yes -- 64

2011 -13 PROJECTION
5hadederealndieatesrecessen

Ir• 48

Jj
.

Price Gain ^Heturn^l
Hh 65 (+25% 10% i' 24•,
Low 45 (-15% 2%

20Insider Decisions ^ • • r... •••'•••• .
16A S 0 N D J F M A

to Bay 1 0000001 0 •• - 12
Options 1 3 1 0 0 0 0 0 0
rose6 1 3 1 0 1 0 0 0 0 %TOT. RETURp1,5e8 -8
Institutional Decisions THIS A AmrH.

3(1Z087 40M 10M Percent 12
1 yr STOCK IN9Eu

toesr 123 146 136 shares 8
to Se8 145 124 145 traded 4

3 yr. 7.1 27.3

dVM18 40302 39075 37215 5 yr. 52.7 85 8

Integrys Energy Group was created as a 19,96 1999 2000 2001 2002 2003 2004 2005 2006 2007 2006 2009 .® VALUE LINE PUB, gi 1-13

holding company on February 21, 2007 to 40.^ -4o.91 72.68 85.80 83.55 117.07 131.26 173.37 158.82 134.67 153.90 161.65 Revenues per sh 0175

oversee the entire operations of the recently 5.01 5.34 6.11 5.27 5.91 6.23 6.98 7.40 5R7 4.88 6.75 z30 "Cash Row" perch 8.80

merged WPS Resources and Peoples Ener- 1.76 2.24 2.43 2.74 2.74 2.76 4.07 4.09 3.54 2.47 3.65 3.65 Earnings per sh A 4.9S

gy. WPS.acquired Peoples in an agreement 1.96 2.00 2.04 2.08 2.12 2.16 2.20 2.24 2.28 2.56 2.68 2.72 Div'dDeci'd per sh But 284

under which each 'common share of 3.57 4.93 5.94 7.98 7.16 4.77 7.76 10.31 7.68 5.14 7.10 7.08 Cap' Spending per sh 620

Peoples was converted into 825 share of 19.48 19.97 2021 22.96 24.45 27.18 29.30 32.47 35.35 42.34 43.40 44.60 Book value perah c 48.55

WPS common. The combination took the 26.55 26.85 26.85 31.18 32.01 36.91 • 37.26 40.16 43.39 76.42 77.20 76.00 Common She 0uist'g 6640

new name of Integrys Energy Group. All 18.9 13.2 12.2 12.5 14.0 14.9 11.5 13.4 14.6 21.5 so rosy s are Avg Ann'1 P Ratio 12.5

data on this page prior to 2/21/07 are for .98 .75 .79 .64 .76 .85 .61 .71 .79 1.13 Line ReletivePlERa6o :85

WPS only. 5.9% 6.7% 6.9% 6.1% 5.5% 5.3% 4.7% 4.1% 4.4% 4.8% re` Avg Ann'1 Div'd Yield 12%

CAPITAL STRUCTURE as of 3131/08 1063.7 1098.5 1951.6 2675.5 2674.9 4321.3 4890.6 6962.7 6890.7 10292 11860 12610 RevenUes ($ini0) . 14450
Total Debt $2448 mill. Due in 5 Yrs $716 m1l1, 49.8 62.7 67.4 80.7 94.4 .94.5 156.2 157.4 151.6 181.0 285 300 Net Profit $mi 350
LT Debt $2263 mill. LT Interest $133.6 mill. 32.3% 32.2% '6.7% 5.6q° 20.8% 26.3% 16.1% 22.9% 22.9% 32.2% 32.0% 32.0% Income Tax Rate 320%
(LT interest Barged: 3.4x) 3.2% 2.5% 1.7% 1.0% .4% .5% 1.0% 2.0% AFUDC %to Net Profit 20%
Leeses, Uncapilalized Annual rentals $8.3 mill.
Pension Assets-107 $1220 mill. Oblig. $1110 35.7% 47.8% 50.6% 47.1% 48.3% 45.3% 43.1% 39.0% 44.8% 40.8% 45.0% 45.0% Long=TamDebt Ra6o 47.0%

m01. 53.8% 43.9% 41.6% 46.3% 45.8% 52.1% 54.4% 58.7% 53.4% 58.3% 54.0% 54.0% CanmonE 1 RaHo 52,5%'
Pfd Stock $51.1 mill. Pfd Div'd $3.1 milt, 961.4 1222.0 1303.9 1544.8 1708.3 1926.2 2008.6 2222.4 2871.9 5552.0 8205 6425 Tatal Capital ($m10) 7460
510,626 She. 5.00%,lo 6.88%, callable .$101 to 820.1 863.7 905.1 1463.6 1610.2 1828.7 2002.6 2049.4 2534.8 4463.8 4775 5055 Net Plant $roil . 5615
$107.50; sinking fund began 1111/79. All oumula- 6.4% 62% 6.8% 6.8% 7.0% 6.1% 8.8% 8.0% 6.4% 4.5% 6,0% 6.0% Return on Total Cap7 6A%
tive, $100 par.

8.0% 9.8% 10.5% 9.9% 10.7% 9.0% 13.7% 11.6% 9.6% 5.5% 8.5% 8.5% Return on Shr. Equity 9A%

Common Stock 76,424,095 shs. as of 5/6/08 9.0% 11.1% 11.9% 10.8% 11.7% 9.1% 14.0% 11.8% 9.7% 5.5% 95% 8.5% Retum on Com Equity E"9 (176
MARKET CAP $4.0 billion (Mid Cap) NMF 12% 1.9°k 2.7% 3.1% 2.0% 60h 3.4% -- 2.0% 2,5% Retained to Com Eq %0%'

ELECTRIC OPERATING STATISTICS 102% 85% 80% 761k 74% 79% 54% 56% 65% 100% 74% 71% Ail DIv'ds to Net Prof 66%

2005 2006 2007 BUSINESS: Integrys Energy Group is a holding company for WPS about i:8 million natural gas distribution customers, 485,000 eleo-

Avg.ln A^ OÔYHI^ 1587,51 168.90 14680 Resources and Peoples Energy. Provides products and services in tric customers. '07 depreciation rate: 3.4%, Estimated plant age: 11

Avg Indust Rws-.^p^ f(NM (f) 4.53 4.82 6.93 regulated and rroriregulated markets. Regulated operations corn- years. Has 5,231 employees, Chairman. President, & Chief Execu-
OapadtyatPeag(M r^ 2681 .2936 2184 prise four natural gas utilities, and one electric Utility in Wisconsin, tive Officer; Larry L. Weyers. Incorp.: WI. Address: 130 East
PeeuLaed,SunmerlMw) 2189 2360 2305 {Ilinois, Michigan, and Minnesota. Also conducts nonregulated Randolph Drive, Chicago, Illinois 60601. Telephone: 800-236-1551.
AnnualltmdFalmlll%%% 75.0 75.0 73.5
%Change0^stamas'yr•en$ +.8 +1.0 +.8 energy-related businesses in the United States and Canada. Has Intemet: wuvw.inte9rys9rouP.com.

Fixed QatgeCov.(%) 234 236 215
^tegrys' WPS Resources subsidiary start as soon as an interconnection sched-

RATES Past Past Est'do5•'07
has filed for higher rates. It seeks $106 u1e is - established with the Midwest Inde-

ANNUAL
of change (per sh) 10 Yrs. 5 Yrs. to'11_, 13 31ifflion in increased electric rates and pendent System Operator. TEG has. fur-

Revenues 16.5% 14.0% 2.s% $11.7 million in higher posted gas tariffs. ther agreed to pay $251 million for a 99-
"Cash Flow" 2.0% 1.0% 6.5% A'major part of the request is for return of mw wind farm in an area of Iowa, where
Earnings 4.5% 5.0% 4.5%
Dividends 2.5% 2.5% 3.0% refimds paid to customers in 2006 and high capacity offsets costs. The sale is ex-

10.5%Value 6:5°k 1 o.5°k 5.0% 2007 for which credit ' had been deferred.. pected to close shortly. Operation is

Cal. QUARTERLY REVENUES ^ mlll ) Fug The application also asks to place the $752 targeted for late 2009.
million cost of the Weston 4' _coal-fired unit We look for solid earnings in the

80endar Me r31 Jun.30 -.30 Dec.31 Yea
2005 1486.9 1327.5 1757.3 2391.0 6962.7

in the rate base. Too, recovery is sought merged company's first fall year of

2006 1995.7 1475.3 1555.1 1864.6 6890.7
for expenses related to the environmental operation. Synergy savings of $70 Million

2007. 2747 2362 2123 3060 0292 compliance program, which has installed will replace 2007's costs related to the ac-

2008 989 '2460 22Z5 3206 1g60 emission control equipment that reduced quisition of Peoples. Rate hikes in Illinois

2009 4140 2M 2370 3500 -2610 the need to purchase nitrogen oxide cred- and Wisconsin are another plus. On the

^. EARNINGS PER SNARE A Full its. Finally, the petition asks for reimbur- down side, increased debt offerings were
sement of the $34 million purchase-power necessary to achieve the merger. All told,

endar Mar.31 Jun:30 Sep,30 Dec.31 Year and O&M cost stemming from last Decem- we estimate 2008 earnings will rise more
2005 1.73 .62 1.25 .49 4•^ ber's Weston 3's outage due to a lightning than 45%, to $3.65 a share. Single-digit
2006 1.44 .97 .63 •50 3•54
2007 1.67 d.53 . 14 1.19 2.47 strike. New rates should be effective on gains are likely to 2011-2013. We have as-

2008 1.77 .20 . 15 1.53 165 January 1, 2009. signed- the stock • no Timeliness rank be-

2009 1,g5 '•23 .17 1.60 3,g5 The company is adding wind power cause of its short trading history.

Cal- OUARtERLYDIVIDENDS PAID Sat Full generation. Management projects it will These shares offer .an above-average

endar Mar.31 `Jun.30 Se .30 Dec.31 Year need more than 200 megawatts (mw) of re- yield. And dividend growth prospects are

2004 .545 .545 .555 .555 p 2g
newable energy by 2015 to comply with in line with those of the group. Moreover,

requirements. To meet the the stock's Safety rank is 2 (Above Aver,
2005 .555 .555 .565 .565 2.24 regulatory

deadline, it has signed a letter of intent to age). Utility investors might take a look
2006 .565 .565 .575 .575 2.28
2007 .583 .66 .66 .66 2.56 acquire a 150-megawatt portion of a wind here.

2008 .67 .67 project in Minnesota. Construction will Arthur H. Medalie June 27, 2008 ^

(A) Diluted EPS. Excl. gains, (losses): '97,12d; Sept., and Dec. 1Q'07 pay't pro-rata to Rate base: Net orig. cost. Rate ail'd in Wisc. on Company's Financial Strength B++

'00, 10¢; '02, 68¢; '03, 10¢; '04, (350); '06, 2121/07. a Div'd reinvest. plan avail. t Share- com. eq. in '07. 10.9%; earned on avg. com. Stock's Price Sfability 100

¢); '07, $1.02. Next egs. rpt due late July. holder invest. plan avail. (C) Incl. intang. In '07, eq, '07: 7.4%. Reg. Clim.: Wisc., Above Avg. Price Growth Persistence ^

A Div'ds historically paid late Mar., June, $948.3 m01., $12.41/sh. (b) In millions. (E) Ill., Below Avg. (F) Prior data for WPS only. Earnings Predictability

0 2008, Value Line Publishin g , Idc. All ughas reserved: Factual material is obtained from sources believed to be reliable and is provided without warranties of any kaxi, e
subscri b e -800 -8 3 - 6004

THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication i s stnotty for subscribers own, non-commercial, internal use. No part
of 8 nwy be repmduced. resold, stored or transmitted in any pdmed, electronic or other form, or used for generating or mar keting any printed or electronic pudication, service or product.
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TIMELINESS 3 Raisedfil27^ High: 27.4 30.0 29.1 24.8 24.7 24.2 24.3 27.0 30:6 40.6 41.3 36.2Low: 20.3 25.6 18.4 16.5 20.0 13.7 16.0 22.8 24.4 26.3 29.1 29.8 Target PMogP1anSAFETY 2 Raised711105 LEGENDS

2011 2012 2011,- 0.92 x Dividends sh
TECHNICAL 3 Lowered51gro6 Redm'ds^bv,I^nleRete
BETA .90 (1.00 = Market) 2-for-1 P ^ 64

tions^Yes ^ ^0 1•13 P C 0
^haded area inscatas recession

Price Gain A°R qmaj '
---

32

^ 30 ((10%; 9% r 242% 20
Insider Decisions ' 18

A S O N D J F M A :'•:•• •` •.••••., •... 12to Buy 000000000 ' ""' "..

on5 ooo0 aooo^a 8 8
Institutional Decisions

%TOT.RETURN 5108 6f 3020a7 4°10a7 10200a Percent 9 TMN, yLA^to 84 97 90 shares 6 STOCK INDEXb^ 143 112 114 traded 3 1 yr. -5.4 -9.7Hl' 44580 47002 45103 3 yr. 36.8 27.31992 1993 _1994 1995 1996 1997 1998 _1999 2000` 2001. 2002 2003 2004 2
^ 2

5 yr. 100'2 851e
16.30 17.94 16.79 16.13 17.18 18.23 20.02 27.90 42.33 40.80 38.52 43.24 54.74 65.65 ^ ^ 200 ^ 2^08 -2009 Reven^ ((NE PUB INK 1-13412.58 2.87 3.07 3.16 3.31 3.38 3.90 4.06 4.15 3.61 3.75 3.65 3.74 3.89 4.47 4.79 0.70. 4.75 "Cash Flow" per sh ^^1.21 1.39 1.51 1.52 1.62 1.61 2.04 1.94 1.89 129 1.43 1.73 1.78 1.83 2.45 2.64 2.50 255 Earnings persh A 100.1.33 1.33 1.33 1.33 1.33 1.33 1.33 1.33 1.33 1.33 1.33 1.33 1.33 . 1.34 1.37 1.40 1.43 Div'd Dec1'd persh e n 1•55
1.76 1.58 1.87 1.75 2.00 203 1.86 2.33 2.30 2.89 2.99 2.07 3.02 3.30 5.34 6.08 7.05 7.40 Caw in ng11.18 11.24 11.41

_1.33

1.61 11.91 12.19 12.91 13.09 13.66 13.34 12.53 13.75 1.4.28 15.19 17.59 18.31 19.70 21,30 8ook Vaiue per ^ ch
200

80.66 80.69 80.71 0.75 80.76 _80.77 80.80 77.86 . 77.92 77.99 76.50 _87.40__90.00 90.80 91.20 91.80 94.0014.7 12.8 11.1 11.9 12.3 14.0 13.3 12.1 10.6 17.4 14.1 11.8 14.1 14.9 13.7 138 eord ' a are
_ommon ShsOuts'g_ _1 Oio

vg Ar819 Ratio 11.5
89 .76 .73 .80 .77 .81 .69 .69 69 .89 . 77 .67 .74 .79 .74 .737.5% 75°k 8.0% 7.4% 6.7% 5.9% 4.9% 5.7% 6.6% 5.9"% o 6.6% 6.5% 5.3% 4.9% 4.0% 38% e8f

_97.50

e ^^ PIE Redo 75
CAPITAL STRUCTURE as of 3/31/0ti 1617.7 _2172.4_ _3298.7 3182.4 _3023.9 3779.0 _4926.6 _5948.2 4005.6 3797.6

Avg Ann'I Dhad Yl4 4%
Total Debt $18106 mill Due in 5 We $6673 mill165.9

151.3 147.0 100.8 111.7 141.8 157.8 166.1 226.1 2442 235LT Interest $99.5 mill. ^ ^ t ^39,6% 37.3% 342% 34.3% 36.4% 36,4%. 34.5% 302% 34.8% 32.3%

_4200

3,5%. 335% Income Tax Rate'.6% .5% ,7% 8% .4% 1.1% 1.3% 3.8% 1.6k 3.0% 2.0% AFUDC%toNetPf01U
331

Leases, Uncapitalized Annual rentals $5.6 mill. 47.3% 52,8%
_1.5%

0.8% 59.5% 60.4% 54.4% 52.6% 49.5% 45.6% 44.4% 48.0%.
210%

52.7% 472% 9.2% _40.5% _39.6% 45.6% 47.4% 5n.5% 54.4% 52.0% ^5% ConmlhorDet
►tRa

Ratio.
tio 4^

Pension Assets-1N07 $514.0 mill. Obtig. $518.0 1979.0 2159.9 2712.8 2566.9 2485.8 2637.7 2709.7 2726.6 2950.1
_55.6%

025.5 3545 3620 Tatal Capltd 0111111111) 4950Pfd Stock None 2526•8 32420 3219.5 3283.7 3204,3 3309,5 3561.0 3567.4 3867.5 246.3 5645 N^ plant SmiO9.9% 8.8% 67257.6% 6.2% 6.6% 7.1% 7.4% 7.6% 9,1% 9.5% 9046 RetumonTotalCap'I7Common Stock 91,974496 s15.9% 14.8% 13.8% 9.7% 11.4% 11.8% 123% 121 % 14.1 % 14.5%

_5140

3.0% 12:0% Ret°m on Shr.EquUy, 11.5%MARKET CAP: $3.1 billion

(Mid C*

15.8% 14.8% 13.8% 9.7% 11.4% 11.8% 12.3% _12.1% _14. _13.0% _12.0% Retum on C(m u€" 11.5565.5% 4.7% 4.1% NMF 1.2% 3.6% 34% 3,4% 6.6% 7.1%. 60% LOS Re(ainedtQCostl.Eq_ 5,rr%ELECTRIC OPERATING STATISTICS, 65% 68% 70% 103% 89% 70% 73% 72% 53% 51%• 55% 56% AO Qiv'dfa t¢ NeF2005 2006 2007
BUSINESS: OGE Energy ^'• 53%%Chaae Relal Sales I(WH) +5.3 +1.5 Corp. is a holding • company for Oklafio- 17%. G ' eratin sources, '07: coal, 51%;Avg Induet Use (MA^' 762 748 738 ma Gas and E1 ^ g gas, 29%; wind, 2%; pur-AY9 indal Reua

^
IiYYH Electric Company (OG&E), which supplies electricity to chased, 18°. Fuel costs: 69% of revenues. 07 reported d(E) 4.94 4.86 5.22 765,000 customers in Oklahoma 87% of electric revenues) and lion rate 2.7%. Has 3;200 employ ees. ChainRan,.P.^^tlerait^NdP^ 6739 6688 6800 ( (utility):

6145 6473 6317 (4%).Peak western Arkansas (9%); wholesale is Owns Enogex pipeline & CEO: Petet B. Delaney. COO: Danny P. Harris. Inc.: Qklahoma.
^^47.6 53.9 53•7 subsidiary. Acquired Transok 6/99. Electric revenue breakdown, Address: 321 North Harvey, P.O. Bdx 321, Oklahoma City, Okiaho-^ +1.4 +13 +1.0 '07: residential, 38,6, commercial, 25%; industrial, 20%; other, ma 73101-0321. Tel.: 405-553-3000. Internet: wvryv.oge.com.
Pxed GV CDv•(%) 357 431 483 OGE Energy's utility subsidiary has, case that it plans to file in. 2009. The utili-ANNUAL RATES Past Past Est'd'05-17 asked the Oklahoma Corporation ty also wants the OCC to approve the con-of change (per sh) 10 ft 5 Yrs. to'1> '13 Commission (OCC) to approve the struction of a transmission line that isRevenues 11.5% 4.5% .5% purchase of a stake in a gas-fired needed pmed ofaEmingsW^^ a:oi 8

2
.5% -/ a. s0%% p^t' Oklahoma Gas and Electric, has wind owerfaalo g with another rider toDividends 2 5% agreed to pay $435 million for a 51% share recover this cost until the next general-Book Value 3.5% 5.5% 7.o% of the 1,230-megawatt Redbud facility. At rate case. Finally, in August OG&E plans.

Cal- QUARTERLY REVENUES ($ mUl) Full less than $700 a kilowatt, the purchase to file a rate case in Arkansas, with new_Mar31endar Jun30 Se 30 Dec.31 Year p^ce is well below what it would cost to tariffs to take effect imid 2009.
.59build a similar plant . today. Initially,. OGE's Enoges subsidiary fis bene$ting

109.8 934.3 1130.6 830.9 4005.6 OG&E would recover the cost through a from higher commodity spreads. The2007 881.5 913.4 1044.5 958.2 3797.6 rider on customers' bills. Once the utility price of natural gas liquids typically tracks2008 994.7 1005.3 1200 1000 420D files a general rate case and receives an oil prices, which have risen even more2009 1000, 1025 1300 1025 4350 order, Redbud would be rolled into base than gas prices of late. (OGE wants to spinCal- EARNINGS PER SNARE A Full tariffs. An order is due by mid-November. off a portion of Enogex into a master li-endar Mar31 Jun.30 S.30 Dec31 _Year Some other regulatory matters are mited partnership, but market conditions
W79-40 1.18 .20 183 pending or upcoming. OG&E is asking aren't right.) Our 200$ share-net estimate-2006 .27 .63 1.32 .24 2.45 the OC to allow it to recover $14.7 mil- is at the midpoint of OGE's targeted range2007 . 19 .68 1.37 .40 2.64 lion of costs associated with a proposed- of $2.40-$2.60. We look for an uptick in2009 . 14 .75 1.41 .20 150 coal-fired plant that was canceled. The 2009, assuming that OG&E gets a rate

Cal_
. 182009 •72 1.45 .a 2•55 utility wants to retain the proceeds from rider- for Redbud, even though average
UARTERLYDIYIDM PAIDs n t Full tae sale of sulfur dioxide allowances in or- shares outstanding will be higher. OGEendar r3t Jun30 Se 30 Dee.31 Year der to pay for this. Instead, the OCC's plans to sell up to six million common

staff wants OG&E to use these monies to shares in the next twoye.ars;
133 offset part of the $35 milljon of- storm- This stock's Syield isn't much better2006 33 .333 .333 .333 1•33 related costs that the company incurred than the utility average. Total return

2007 .34 .34 .34 .34 1.36 last year. OG&E has proposed recovery of potential to 2011-2013 is below average.2008 .348 .348 storm costs as part of a general rate Paul E. Debbas, CFA June 27, 2008(A) Diluted EPS. Excl. nonrec. losses: '02, 39_thegs report due early Aug. (g) Div'dshis- $2.52Ish. (D) In mill., adj. for split (E) Rate Company's Financial Strength A'03, 14¢; '04, 6¢; gains on discont. ops.: '02, y paid in late Jan., Apr., July, and Oct. n base: Net orig. cost. Rate allowed on com. eq. StocMs Price Stability 95, 1¢; '05, 8¢; 'O5, 49¢; '06, 39¢. '06
einvest. plan avaii. t Shareholder invest in '06: OK, 10.75%; in '07: AR, 10.0%; eamed Price Growth

12; '04
PersistenceEPS don9 add to total due to rounding. Next vail. (C) Ind. deferred charges. In '07: on avg. com. eq., '07: 14.9%. Reg. Clim.: Avg. Earnings Predieta.bDity 85® M, Value Line Publish i ng,^ In̂c. Ag dg

hts reserved, FacWal material is obtaared from sources belleved to be reeable and Is provided without wanantles o( an y land.THE. PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS'HEREIN. This publication is strictly for subscriber's own, non-commercial, internal use 7
L part To su bscribe call 1-800 - 8 33-0046 Jof it may be reproduced, resold, stored or hansmiaed in airy priMed, electro nic or other form, or used for generating or Ned or electronic publication, service or pwduet.

347



2

OTTER TAIL CORP. NDQ-OTTR ^ 39.46 J^^ 21.9^^ 21) ^^^ 1.34 ^
Timir1Er^ 3 Rse48f13iD8 High: 19.2 21.4 22.8 29.0 31.0 34.9 28.9 27.5 32.0 31.9 39.4 40.9

Low: 15.0 15.1 17.0 17.8 23.0 22.8 23.8 23.8 24,0 25.8 29.0 31.3

$AfETY 2 Nee 7/27/90 LEGENDS , •
.17 .

TECHNICAL 3 L mw Si3iuoe =b; ^ s^ ^
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Price
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Percent
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39 47 35 traded 3

a! 706
Target Price Rar
2011 12012 120
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STOCK INDEX
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-- •-

16.67
_ -.
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18.30
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19.05
A. .A

Book Value per sh
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22.00
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15.5 15.6 1311 4 2 14.0 12 8 14.4 13.9 13.5 16.4 16.0 17.8 17.3
1

15.482 17.3
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19.U
1 00

B^ry L^ere wvg nnn r n^ naun

Relative PIE Ratio
._
.85

.94
4.8%

.92
4. %

.91
5.3%

95
52%

88
52%

74
5.6%

.75
52%

.79
4.9%

.88
4.7%

.84
3.8%

87
3.7%

1.01
4.0%

.9
4.2%

.

4.1% 3.9%
.

3.5% esr tes Avg Ann'I Div'd Yield 4.3%

CAPITAL STRUCTURE as of 3131/08
li6

431.1 464.6 559.4 654.1 710.1
46 1

753.2
39 7

.882.3
40 0

1046.4
529

1105.0
50 8

1238.9
54.0

1315
55A

1375
60.0

Revenues ($miil)
Net Profit $mil

1540
-75.0.m lTotal Debt $488.0 miK Due in S Yrs $231.

LT Debt $342.5 mill. LT Interest $21.1 mill.
39-8

33 5%
36.9

32.2%
40.2

30.3%
43.6

31.5%
.

30.3%
.

27.4%
.

29.8% 34.%
.

34.8°k 34.1% 31.0% 31.0% Income Tax Rate 31.0X

(LT interest eamedi4.6x)
.
^ .7% .8% 3.1% 5.7% 5.0% 2.4% 1.7% 1.9% 4.2% 90% 130% AFUDC % to Net Proitt iL0%

Lesses,, Uneapil&liud Annual rentals $43.3 mill.

•

40•7% 98•7%
3 9%

39•5%
5%53

43•5%
53 5%

44.0%
53 4%

43.2%
54 3%

97.1%
7%60

35.0%
62.9%

33.5%
64.5%

38.9%
59.4%

43.5%
53.0%

49.0%
49.5%

Long Term Debt Ratio
Common E Ratio

50.0%
49.0%

Pansion Assets-12g_7 $170.9 mill. Oblig. $185.2
m81

50.6%
0445

.5
455.6

.
484.4

.
5222

.
587.2

.
614.6

.
706.5 738.2 763.0 882.1 1075 1195 Totai Capital (#m81j 1475

.
Pid Stock $15.5 mill. Pfd Div'd $.7 mill.

.
500 2 509,0 515.9 543.0 587.9 633.3 682.1 697.1 718.6 854.0 1075 1190 Net Plant 11mill

'
1575

155,000 shs. $3.6046.75, sum„ no par ($100 liqui-
.

0%9 g.7% 9.6% 9% 9.0% 7.8% b:e% 8.3% 7.7% 7.2% 6.5% 65% IReturn on Total Cap 6.5%
dating value).
Common Stock 30 ,056,148 shs.

.
12.4% 132%

4
13.7%
14 8%

14.8%
14 9%

14.0%
14 5%

11.4%
7711

9.0%
9:1%

11:0%
112%

10.0%
102%

10.0°k
10.2%

9.5%
10.0%

10.0%
10.0%

Return on Shr. Equity
Return onCom Equity E

10.0%
10.0%
-

MARKET CAP: $12 billion (Mid Cap)
13.5%
3.4%

1 .1%
4.5%

.
5.4%

.
5b%

.
6.0%

. °
3.2% 2 5°k 42% 3.3% 3.5°k-35%

6%
4.0X

3%
Retained to Coin Eq
A8 Div'ds to Net Prof

4.0%
59%

ELECTRIC OPERATING STATISTICS 77% 70% 65% 63% BO% 13% 73% 63% 68% 66% 6 _¢

2005 2006 2007
pd^Sdn(KWiI) +3.2 +2.5 +3.396

9379 30169 31458

BUSINESS: Otter Tail Corporation is the parent of Omer Tall Power
Company, which supplies electricity to 129,000 customers in a

Fuel costs: 11 % of revs. Has operations in manufacturing, plastics,
health services, food ingredients, & others (55% of '07 net Inc.). '07

Chair-lUse (MWH1 2Avg . 2004 596 54IMM(h B mainly rural area in Minriesota (50% of retail elec. revs.), North Da- oyees.reported deprec. rate (utility): 2.8%. Has 4,300 emp
N...ws per g)iAsi,prg

7 14 '711 NA kola (41%), and South Dakota (9%). Elec. rev. breakdown, '07: .man: John MacFarlane. Pres. & CEO: John D. Erickson. Inc.: M
Fergus Falls, MNBox 496P O215 South Cascade StsAdd665

6
6 2

NAh" loal Fada (%) . 66.5
residential, 28%; commercial & fanns, 35%; _^ustrlal, 21%; other,

Purchased, 47%.52%; other, 1%;Generating sources: coal16%

,. ..,res :
'56538 0496. Te1.:218739 8479. Intemet: vuww•ottertail.can.

%Wallis GslamslY^) +.2 +.5 +2 .,.

Otter Tail Corporation's utility sub- commission has yet to rule on this matter.
Fsed Cov.(%) 483 446 410

' ' '
sidiary is awaiting an order on its We have reduced our 2008 and 2009

15 and$0btti07d o5ANNUAL RATES Pest Past Est
oidiarge(persh) lorrs. SYra. to'111•13

1

rate case in Minnesota. Otter Tail
er filed for a tariff hike of $14.5 mil-P

.yesmashare-earnings es
$0.20, respectively. The company's dis-

8.0% 3.5%Revenues 9.0%
5% '.5% 15%'CashFknv" 2

ow
lion (11%). Under the utility's proposal, appointing March-quarter tally prompted

i.
Earnings 3.5% .5% 4.5%

%2.0% 1.522.5%Dividends
the net effect on customers would be an in-

b

sour revision. The weakening economy
Otter Tail's nonregulatedhurting some of

4.5%.5%7.0% 7ValueBook
ecause somecrease of $8.8 million (6.7%)

of its profits on wholesale power sales
.

subsidiaries. Our revised 2008 forecast is
'cal.

^Y^P^a

11 J 30 ^1

F^

Y°a
would be shared with ratepayers. An in-

s tar-near the low end of management
75-$200 a share. Wef $1endv un.11111r.3 • 1 million (5.4%)t increase of $7ratei .geted range o

2005 232:1 .256•4 272•7 2852 1046'4
.er •m

went into effect last November 30th, sub- still expect decent earnings growth in
2006
20p7

257.8 279.9 280.6 286.7
72 3293021 305301

1105.0
1238.9 ject to ro^d. The commission's order is

tll
2009, thanks to higher. income at the utili-

nd a nonutility operation that buildst
20DB

.
340'300' 38q,8 3402 38

r 350340 340 $q
1315
1375

puexpected by August lst. Otter Tail wi
forth applications in North Dakota by

y a
equipment used in wind-power projects.

tion for thetifiM
Cal-

,r
EARIBNGS PER SNARE A Full

yearend and in South Dakota in 2009.
Otter Tail went a long time without

caWe do not see any jus
current stock price. It is actually up

etidv .30 D^.31Mar.31 Jun.30
2

Year
781

^ng a 8eaerai rate case. lThe xate ap-
'

slightly since Otter Tail released first-
ven though the compa-i2005

6
.37 .37 .61 .4

37 43 3750
.

169
splication in Minnesota was the company

l

ngs, equarter earn
ered its guidance by $0.10 a sharel2pp

^p7
. .
34 .53 44 .46 1.78

ityfirst in that state since 1986. The uti
th DakotaSthN'

owny
at that time. At the current quotation, the

2008
2M

27 .50 .56 ;47
20 A .60 gp

t,8g
1.90

ouorort filed inhasn
since the early 1980s. Since that time,

-
stock is trading at a market premium,

the fact that roughly half of Otterpitd
cal. QUARTERLY DNIDENDSPAID a n Full

OttercosEs have risen to the point where
Tail had no choice but to petition the regu-

ees
Tall s profits come from its regulated utili-

$rft Mar 6t ^^ .30 DecAl1 Year r tariffshhifl
ty operations and most of its nonutility in-

101
.egorators s from cyclical businesses. The2004 .275 275 275 .275

2828
.

1 12
The utility wants to build a coal-fired come come

well above our 2011-2013k is tradint2005
2006

.•28 ;28
.288 .288 '289 '299

.
1.15 plant with some partners. It would be in

th Dakota but would need transmis-S

gocs
Target Price Range.

2007 .293 293 293 .293 1.17 ou
sion lines through Minnesota. That state's Paul E. Debbas, CFA June 27, 2008

2008
(A) Dilut

.298 29B
ed earnings. Excl. nonrecurring gars:

7

rowrding. Next earnings report due early Aug.
aid ready MarchloricaUhi'dDiB

$5.55/sh. (D) In mill., adj for spiit. (E) Est'd
rate albwed on com. eq.: 12.0%; earned on

Company's Financial Strength A
Stock's Price Stability 85

450 ; gains from discon8nued oper-98, 7¢; 1'
atans: 'D4 . 80, '05, 33¢;'O6, 1¢. 'OS &'07

,y ps( v sj
June. Sept and Dec. n Dnr d remvestment

I '07b
avg . com. eq., '07: 10.5%. Regulatory Cli^nate:

Above Average.Average; SDNDMN

Price Growth Persistence
Earnings Predictability 85

,,,n :le. (C) Ind. intangibles.eamings don'1 add to tull y^r lotat due to plan ava8a

Inc Atl rirfita resenred. Fadcel malenal is obsined Irom sourcea beGeved to be reliabls and is provded wiGrout xarranliea oi any kndr^il 2W8. Velue Lkre PWBeId
iN^ i S ^FOR^ O

s a mime, 11 : 11 ^.
ES

nadceting any pdnkd or declrmac Pgenerdi ng oY rh^ form or̂  lorm Mirunkdm^^erBle^n ^Y Pnsmha^ r̂ ^ioAtd^r9loWR sl^ i ro
^°n senc^e or produd
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