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27.3
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SIGCORP. The merger was consummated

2.67 2.88 2.89 3.43 3.17 127 3.87 3.69 4.29 4.20 4.50 "Cash Flow" perhah• 5.
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with a tax-free exchange of shares and has

t4s 1.17 1.68 tse 1.56 1.42 t81 1.44 1.83 t85 1.95 Earnings push p y05
been accounted for as a pooling of interests. .98 1,03 1A7 1.11 1.15 1.19 1.23 1.27 1.31 1.35 Dfv'd Deel'd
Indiana Energy common Stockholders

2.67 3.48 3.22 312 3.66 3.04 3:70 4.38 a85 145
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383each share held. SIGCORP stockholders -- 61.47 61.42 67-70 68.01 75.80 75:90 76.19 76.10 76.36 81.00 812p CpmmotlSlre $h
1990exchanged each common share for 1.333 - 17.4 20.3 14.2 14.8 17.6 15.1 18.9 15.3 Bold •r^ Avg nn'I PIE Ratlo 1{^

common shares of Vectren. Data prior to the . g' 81.80
merger 8r2pr0 forma. 1.13 1.04 .78 .84 .93 .80 1.02 Relative PIE Ratio4.8% 4.7% 4.5% 4.8% 4.6% 4.4% 4.5% 4.5% B8N b' 95CAPITAL STRUCTURE as of 3/31/09, Avg Anal Div'd Weld 0%Tota1 Debt $1634.5 mill. Due In 5 Yea -' 1037.4 1848.7 2170.0 1804.3 1587.6 1689.8 2028.0 2041.6 2281.9 2500 2740 Revenues ($mi8) yt6pLT Deht $1329.1 mi8: LT Interest $7^.mi mill. 90.8 72.0 73.1 114.0 111.2 108.0 136.8 108.8 143.1 145 160 Net Prom $m 170(LT interest earned: 4.0x) 33.6% 322% 20.3% 25.4% 25.3% 26.5% 24.4% 21.8% 34.7% 35 0% 35,0% In" 7.7% 4.6% 4.5% 3.0% 1.4% 3.8% 2.8% 30% 3.0% AFl
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Pension Assets-12l07 $211.8 mill. Oblig. $249.6 40.0% 45.8% 54.4% 52.3% 50.0% 48.1% 51.2% 50.7% 50.2% 49.0% 49.5% Lo Term Debt Radio 511.0%
Mill.

- 58.4% 530% 45.5% 47.7% 50.0% 51.8% a4.8% 49.3% 49.8% 51.0% 50.5% CommonPid Stock None 1215.8 13^.6 1863.1 1824.4 2144.7 2111.5 2341.3 23822 2479.1 2785 2880. Total Nal ^o ^ y^-0• 1336.3 1555.8 1595.0 1648.1 2003.7 2156.2 2251.9 2385.5 2539.7 2655 2725 Not Plant (^ ^ 2938.6% 5.5% 7.7% 6.6% 6.4% 72% 6.0% 7.2% 6.5% 7.0% Retum on Tofefl CaP7' 85%12.5% 9.6% 8.6% 13.1% 10.4% 9.9% 12.0% 9.3% 11.6% 10.0% 11.0% Retum on Shr. Ill
Common Stock 76,357,338 she. as of 4l30/08 - 12.8% 9.7% 8.5% 13.1% 10.4°4 9.9% 12.0% 9.3% 11.6% 10.0% 11.0% Retom on Com EquityE ; e 10.S'%
MARKET CAP: $2,4 bil8on (Mid Cap) - 4.8% 1.5% .3% 4.8% 3.0% 1.9% 4.0% 1.3% 3.8% 111111111111 3.5% Retained to Com Eq' 3p%.ELECTRIC OPERATING STATISTICS 63% 85% 96% 63% 71% 81% 66% 86% 67% 71%2005 2008- 2007
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61.2 56.3 60.6 CE0: Niel CPEllerbrook. President

$ 1281 1300 1341
2007 Elect. (gas) revs: resid., 36% (67%); commec, 25% {27%); in-

Cad Chapman. Inc.: IN. Address: 20 Northwest 4th St., Evansville,Cbgs +.6 +1.1 +.9 dust., 31% (6%); other, 8% (Nii). Revenue sources: Elect., 18%;
Indiana 47741. Tel.: 812-465-5300. Internet: www.vectrerl.com.F01sclage Gov. (l 252 22s 254 Vectren i

s adding to its generating operations incurred a small loss in theANNUAL RATES Past Past EaPd 'ob-'o7 portfolio.
WC must not only replace the first quarter of 2008 due to the cost of

Aenupesash)
Wis. SYrs. ro'11=13 100-megawatE (

mw) purchase-power con- securing a roof structure, they. should turnCash Flow _ -.5% 7.5%
tract that expires in 2010, but must in- profitable for the balance of the year. V VC5.0% 4.0%:Earnings 5.5°% , 3.5% crease its 10%, reserve margin to the 15% also has a 61% stake in ProLiance Energy,Dividends -- 3.5% 3.0% required by regulators. For starters, it which trades and markets natural gas. Re-Book Value -- 4.5% 3.5% ,
bought the 30-mw output of a wind farm suits here are being hurt by this year'sCal• OUARTERLY REYENIIEg p mRl.) Full for 20 years. In, 2007, it exited from a 20% reduced natural gas price volatility.ender Mar.31 Jun. 3D

38 Dec 31 Year stake in a 630-meg4watt (mw) coal Earnings may show little progress in2005 677.2 326.2 310.8 713.8 2028, gasification plant, because of the high cost.
2008. The utility sector will benefit' from200g 774.5 317.5 340.5 609.1 2041. In its place, it planned to build a 100-mw, base rate increases in the second half of2007 834.0 421.7 381.4 644.8 2281• $80 million natural gas-fired pealdng unit.
2007, ongoing recovery of environmental2008 902.1 470• 420 707.9 250D This project, too, was scrapped in favor of costs, and wider margins on energy sales.^ W 530 ABO 770 2749 , a, less-risky, three-year 100-mw purchase-
But these pluses will be largely offset byCal- FARMNGSMSNARE" Full power agreement starting in 2010. The reduced contributions from the nonutilityendar Mx.31 Jun. 30 ton 88 ON. 31 year new facilities, coupled with

WC's conser- enterprises. On balance, we estimate near-2005 .74 .18 .22 .87 t.81 vation program, should satisfy capacity flat earnings this^ 2008' 76 CB 16 46 1,44 needs for, another few years, g. Yem Higher rates in
2007

t
.88 21 22 .52 1.83 ^fite of the unre Ohio on a filing for $2,7 million and likely
•^ .20 .20 .61 1.85 ^ght be down a bit businesses improvement in noncore operations sug-

2^ .90 .20 .20 .65 1.95 owns two low-sulfur coal myienes' with
gest performance in 2009.
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shares. T
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he yielde is a cuttender MIV31 Jun3g 30 pea31 year only, supply company plants with three above the industry norm, and based on our2004 •285 •285 .285 .295 1.15 million tons a year, but sell one million projection of earnings gains after this year2^ •295 .295 .295 .305 1.19 tons annually in the open market. Too, to 2011-2013, dividend growth prospects2006 •305 .305 305 .315 1.23 Vectren owns mineral rights, but not the over the same time frame are in line with2007 .315 .315

20 .325 .325
•315 .325 1.27 land, to another 84 million tons that will those of the group.
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12.6

85CAPITAL STRUCTURE as of 3/31/08 1980,0 22726 3354,7 3928.5 3738.2 4054.3 3431.1 3815.5 3996.4 4237.8
Avg Anp'I Div'd Yreld 3.0%Total Debt $4383•8 mill. Due In 5 Yrs $1949.9 mill.

189.3 231.5 132.0 218.8 20.8 • ^ ^^^ues mill) 58MLT Debt $2974.2 mill. LT Interest $1785 mill: 269.2 221.2 304.8 313.7 337.7 335 385 Net ProBt $(S m8Ind. $154.1 min. capitalized leases. 3Z 33•8% 43.7% 40.9% 37.4% 85.5% 37S% 32.9% 35.8% 39:.1% 360% 390% Income Ta[Rate
500

(LT interest earned: 3.3x) 5.7% 5.8% 12.3% 6.9% 4.1% 6.9% 10.0% 12.5% 19.0% 23.8% 150% 13.0% AFUDC%to Net progt 38,0%
Leases, Uncapitalized Annual rentals $37 0 mill. 47S% 48-8% ' 58.9% 62.2% 59,8% 59.9% 56.2% 52.8%51.7% 51.3% 50.31%45.9% 40.5% 37.2% 39.6% 39.6% 43.3% 46.7°b 48.2% 49.2% 460% 48.0% Common E Debt Roo ^0%
Pension Assets-12/07 $1.01 bill. Oblig. $116 bill.

3882.8 4372.8 4979.9 5523b 5400.3 5963,3 5762.3 5741.5 5992.8 6302.1Pfd Stock $30.4 mill. Pfd D•nr'd $12 mill
7225 Total Capital ($m91) an260,000 shs. 3.60%, $100 par, callable. at $101; 3846.6 4152.4 41811.0 4398.8 5926.1 5903.1 6362.9 7052.5 7681..2 85454 Not4,498 shs. 6%, $100 par. 6.7% 4.7% 5.8% 7.1% 6.3% 5.6% 7.0% 6.8% 7.0% 65% 70X Aetum on Total Cap'I 7.5%

10225Common Stock 116,927,953 she. 9.8% 10.3% 6.4% 10.5% 12.5% 11.3% 8.8% 11.2% 10.7% 10.8% 10,0% 11.0% Return on Sht Equity 12,0%MARKET CAP: $5.6 billion (Large Cap)
10.9% 6.5% 10.6% 12.6% 11.4% 8.8% 11.3% 10.8% 10.9% 1Q0% 11.0% Retum on Corn • E 12.0%8% 1.9% NMF 6.0% 8.3% 7.4% 4.9% 7.5% 7.1% 7.1% 65R2 7,0% RetalnedtoComEq 7.5%

ELECTRIC OPERATING STATISTICS 94% 84% NMF • 43% 35% 35% -45% 34%2008 218 2007 35% 35% 38% 39% AN Div ds to Net Prof 37%%OhaineRalalS4s(KWfi) +3.8 -4.0 +2.2 BUSINESS: Wisconsin Energy CorporationAvg. 6i fust Use (NWHI 16578 NA NA company (^( ) is a holding industrial, 32%; large cornm'I & ind'1, 25%; other, .9°k. GeneratingAvg, t^dat Reua, INM PaM for We Energies, which provides electric, gas & steam
sources, '07: coal, 54%; nuclear, 17%; gas, 6%; hydro, 1%; purch.,^d^ (f) 5Np 5.80 6.N0A2 service in Wt & upper MI. Customers: 1.1 mill. elec., 1 mill. gas. 22%. Fuel costs: 48% of revs. '07 reported depr. rate

(utility): 3.7%.P^M^ J 6344 6376 NA. Acq'd Edison Sauk Electric 5/98; WICOR 4/00. Discontinued pump-
Has 5,000 simple. Chairman, Pres. & CEO: Gale E. Klappa, Inc.:^^F^ NA NA NA manufacturing ops• in '04. Sold Point Beach nuclear plant in '07.
WI. Address: 231 W Michigan St.. P.O. Box 2949, Milwaukee. WIX^slle^a ai^ +1.0 +.9 +.2 Electric rev. breakdown, '07: residential, 34%, small commercial &
53201. Tel., 414-221-2345. Internet: www.wlsconsinenergycom^ Charge Cov• 1%) 277 260 258

Wisconsin Energy has received some placed in the rate base via a general rateANNUAL RATES Past Past Est'd'05.'07 good news concerning the coal-fired order that
took effect earlier this year.of shange(persh) 1orra. 5Yra. to'1t•'13

units it is building under its "Power Rising fuel costs are a problem. UnlikeR^n^ 8.0% 1.5% 6.5% the Future" program. Under theCash Flow 4.5"/° 2.5% 6.5% pro- in most states, the fuel-adjustment me-Eamings 5.5% 9.0% 8.0% gram• the company is building two gas- chanism in Wisconsin is cumbersome andDhridends -4.5% -1 0% 9.5% fired and two coal-fired units that a non- does not allow utilities to defer unre-Book Value 4.0% 7.M 6.5% utility
subsidiary will own and lease to its covered fuel and purchased-power costs.cal. QUARTERLY REVENUES ($ aid) Full utility sibling: Following yet another legal

Thus, utilities have some exposure whenertdar Mar.31 Jun.30 .30 Dec.31 year
challenge against the coal plants, the com- fuel costs are rising, as they are now.

2005 1094.7 788.5 797.3 1135.0 3815.5 pany received a draft modified permit for Despite the fact that the commission
2006 1247.0 814.4 839.8 1095.2 39g8,4 the pollutant discharge elimination system

anted the utility an interim rate hike of2007 1301.1 906.5 881.5 1148.7 4237.8 it is installing. The final permit is expect- ^76.9 million to recou2009 431.8 950 950 1218.2 4550 ed this summer. This wouldn't preclude Wisconsin Ener p^her fuel costs,2009 1525 1000 1025 1300 4850 further litigation against the coal units, that it would swallow $20 million-$40 mil-Cal- EARNINGS PER SHARE A Full lion of these expenses in 2008-and pricesendar Mar,31 Jun.30 Se ,3g Dec.31 Year Two projects began commercial oper- have become even higher since then. Ac-2005 .76 .48 .56 .77 2.56 ation in the second quarter. The second cordingly, we have not raised our 20082006 .88 .50 .60 .65 2,64 of the two gas-fired units is now running, share-earnings estunate, which is at the2007 .85 .49 . 70 .80 2.84 This is benefiting Wisconsin Energy's low end of management's targeted range of2008 1.04 .46 .50 .80 2.80 earnings because the aforementioned lease
$2.80-$2.90, despite the fact that March-2009 1.10 .55 .65 .95 3.25 is designed to produce a very healthy

Cal- OUARTERLY DMDENDS PAID a• f Full 12.7% return on equity. (Assuming that We continue to think that this stock isender Mar.31 Jun.30 .30 Dec.31 Year the first coal-fired unit enters commercial overvalued. Its
2004 .20 .21 .21 .21 83 operation on schedule in September of low average for utility,

1d is
nit's

ot
b

ar

only well be-
bove2005 .22 .22 .22 .22 88 2009, this will boost the company's earn- the median for all dividnd- an y

stocks2006 .23 .23 23 .23 .92 ing power even more.) Separately, a wind under our coverage. Thtal retura potential2007 .25 .25 .25 .25 1.00 project was completed. This is a tradi- to 2011-2013 is unimpressive, too.2008 .27 .27 tional utility investment, and as such was Paul E. Debbas, CFA June 27, 2008A) D9uted EPS. Exci. non c. gains (losses); don't add due to rounding. Next eam(ngs report (C) Incl. intang. In '07• $12.00/sh. (D) In m91. Compa^ry s Financial Strength g^.+
(9¢); '00, 19¢ net '01 n due early Aug. (8) Div

100

99, , 1¢ eY '02, (88¢); ds historica8y paid in )03. (200) net; '04, (81¢); gains on disc. ops.: early Mar., June, Sept., Dec. e D'Nd reinvesl ^pm ate base: Net orig cost. Rate allowed on Stock's Price Stability'04, 51.54; '05, 4¢; '06, 4¢. '05 &'06 eamings
plan avail. t Shareholder Invest, plan avail. ^ in ^^^ 10.75%; earned on avg. com. Price Growth Persistence 75® 2008, Value Line Publishin p, Inc. All rights reserved. Factual maternal is obtained from sources believed to be ^ hi,07 4 1.1 ^' Regulat. Climate: Above Avg. Eamings Predictability 75THE PUBLfSHER IS NOT RESPON$IBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strict is provided without warranties of any kind
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64.43
12 1

65.98 71.20 73.62 75.84 80.69 80.98 81.46 83.43 8550 87.50 Common Shs utst'g o
.

8A00. . .
.93 8292 90 86 76

.
70

. 12.9 118 13.5 13.8 19.2 18.3 20.3 21.6 Bold e res are Avg Ann'l PIE Ratio 12.0. . . . .
5.8% 6.2% 7.2% 6.6% 6.8% 6.7%

.
6.2%

.69
7.1%

.84
7.5%

.60
6.6%

.74
5.7%

.79
5.7%

1.01
4.8%

.97
4.6%

1.10
46%

1.13
5.2%

Var
est'

Line
tes Relative PIE Ratio

Avg Ann'1 D(v'd Yield
.80

55%
CAPITAL STRUCTURE as of 3/31/08
Total Debt $1401 3 mill Due in 5 Yrs $465 0 mill

1485.2 15233 1719.0 1727.3 1653.7 1781.3 1924.1 2215.6 2460.9 2536.4 2950 3050 Revenues ($mill) 3q50. . .
LT-Debt $1152.0 mill. LT Interest $63.0 mill

113.2 111.1 84.6 109.8 120.2 120.1 109.6 120.3 109.9 93.6 95.0 145 Net Profd sm10 175.
Ind. $50 Mill, 6.5% oblig. pfd. sec. of trust subsid. 33.5% 33.9% 41.6% 34.6% 34.6% 34.9% 45.8% 36.4% 36.5% 35.4% 39.0% 39 0% Income Tax Rate 450%
(LT interest eamed:2.9x) 14.2% 6.1% 9.8% 5.9% 4.8% 5.1% 7.6% 5.9% 8.4% 8r3% 16.0% 14.0% AFUDC %1o Net ProOt 50%Pension Assets 12107 $907.3 mill. Oblig. $998.6 44•7% 47•2% 58.4°h 56.9% 52.0% 48.6% 47.6% 45.2% 49.9% 47.6% 48.5% 47.5% Long-Term Debt Ratio'

.
450%mill.

Pfd Stock $34.3 mill Pfd Div'd $2 0 mill
43.1% 41.4%

4
39.9% 41.6% 46.5% 49.8% 51.0% 53.3% 48.6% 51.0% 50.0% 51.0% Common Equ ity 54.0%. .

1,114,657 shs 4Ya%to5l/4%, $20 par. call. $20 to
1g18,9 20 g,5 2101.2 2235.8 2251.0 2186.9 2375.1 2283.9 2252.7 2501.8 2575 2835 Total Ca I gQP^ ^^ -1800

$21;120,000 she. 75/a°^, $100 par. call. $100. 2093.4 2066.2 2091.3 2067.5 2079,3 2311.9 2422.3 2542.8 2647.5 2743.4 2926 3055
,

Net Plant $mill 3225
Sinking fund ends 2018. 7.4% 6.8% 5.9% 6.7% 7.3% 7.3% 6.0% 6.8% 6.4% 5.2% 5.0% 7.0% Return on Total Cap'1 ,7.5%Common Stock 84,077,675 shs.

f
10.7% 10.3% 9.7% 11.4% 11.1% 10.7% 8.8% 9.6°k 9 7% 7.1% 7.0% 10.5% Return on Shr. Equity 11 5%as o 43=8

MARKET CAP: $2.1`biluon (Mid Cap)
11.4% 11.0%

'
9.8% 11.6% 11.3% 10.8% 8.9% 9.7% 9.9% 7.2°w 7.0% 10.5% Return on Corn Equity E

.
11.5'%

ELECTRIC OPERAT1i4G STA7ISTICS
1,8%
87'k

1,53,
88%

1 J%
84%

4.4%
63

4.3% .8% 7NF 2.5% qetained to Com Eq 4,0%

2005 200 2007
° 89% 75Y. AII Div'ds to Net Prof 67%1^n^ ^d^(^) 3

Avp IndusLll e(hiMl
BUSINE

of'H
SS: Hawaiian Electric Industries, Inc. is the parent compa- '01. Elec. rev. breakdown, '07: res'I, 34q°; comm'( 34%; large light. s ) 6718 6623 6584

Avg. ittdat Rev& perl(WHIL) 15.21 17.38 17.68
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.F* Cov(x) 325 301 262 Hawaiian Electric Industries has benefiting from interim rate hikes that
ANNUAL RATES Past Past Est'd'05-'07
of chan e ( er sh) 10 Y 5 Y '1 =

taken a major ste^ to improve results they received last year. Assuming that
at -its American Savin B nk (ASB) 2009 " "g p rs. rs. to 1 13 gs a is a more normal year, the bottom,

'Revenues 2.5% 4.0% 5.0%
"Ca "h Fl

;subsidiary. ASB s new -president deter- line should be much improved.s ow 1.0% -1.0% 4.0%
Earnings -.5% --3.0% 7 5% mined that the bank had too many `-`whole- Hawaiian Electric Company has Sled11.
Dividends :5% -- 1.0% sale assets and liabilities (i.e., things a general rate case. The utility. is seek-BookWhite 1.5% 2.0% 2.5% other than loans and deposits) on its bal- ing an 'increase of $97.0 million (5 2%)
Cal- ^QUARTERLY REVENUES mll.) Full

.
ance sheet. These were dragging down based on an 11.25% return on equity.,

endar Mar.31 Jun.30 Se .30 Dec.31 Year ^B s return on assets, which has long HECO is asking for an interim rate' hike of
2005 47-2•6 522.3 595:9 624,8 2215.6 been subpar, at v}e11 below 1%. So the $73.1 million as soon a-s possible, >^'ollowed

bank sold $1 3 billi f hol l-2006 574.9 605.0 673.9 607,1 2460.9 . on o w esa e securi- by $23.9 million when a 110-megawatt
2007, 554.0 600.8 673.4 708.2 2536.4 ties and unwound $1.2 billion of borrow- generating plant goes into service. Due to
2008 729.6 7354 740 745 2950 ings. Pending the'approval of the Office of rising operating expenses, the utility'lias
2009, 750 750 775 775 3050 Thrift Supervision, HEI will seek to have not been earning its allowed ROE (cur-
Cal- EARNINGS PER SHARE a Full - rouglily $75 million' of eiccess capital re- rently 10.7%). For the 12 months that

endar Mar.31 Jun.30 Sep.30 Dec.31 Year turned to the parent company. This will- ended on March 31st HECO earned an
2005 .30 .35 .46 .35 1,46 '

,
offset'some of its financing needs. ASB is ROE of just 6.65%. Despite the utility's

2006 .40 ;33 .40 .20 1.33 also taking steps to improve its efficiency clear need for rate relief, this is a challeng-
. 2007 .17 .21 .24 .49 1.11 ratio, which has been hurt by excessive ing time to file a rate case, given the high

2008 .41 d.05 .40 .34 1.10 costs. Increased automation should help in cost of oil, which fuels its plants. An inter-2009 .40 .40 . 45 .40 1.65 this regard. The one downside is that the im rate order is due by mid-2009
Cal- QUARTERLY DIVIDENDS PAID 4111 t Full

.
moves will force 'HEI to take a $36 million We think investors should look else-

endar Mar.31 Jun.30 S .30 Dec.31 Year aftertax charge (included in our presenta- where, despite the high yield. The
2004 31 31 .31 .31 1.24 tion) in the June quarter. Thus ...- share price is near the upper. end of our 3-

W -2005 ,31 .31 .31 .31 1.24 e have slashed our 2008 earnings es- to 5-year Target Price Range. A dividend
2006 .31 .31 .31 .31 1.24 timate. We now estimate that profits will hike is unlikely for a while, so total return
2007 .31 .31 .31 .31 1.24 wind up about equal to the 2007 tally, potential to 2011-2013 is low.
2008 .31 .31 despite the fact that HEI's utilities are Paul E. Debbas, CFA August 8, 2008

(A) Diluted EPS. Excl. gains (losses) from disc. (B) Div ds historically paid in early Mer., June, base: Orig. ctut. Rate ali'd on com. eq. in '07:ops.: 498, (16¢); '99, fic; '00, (56¢); '01, (36¢); Sept., and Dec. n Oiv d reinv, pIan avall.l HECO, 10.7 %(intenm); in '07: HELC0,10.7 % ;'03 * '

Company's Financial Strength B++
Stock's Price Stability 100, (5y); 04,20; 05, (1¢); nonrec. gain (loss) Sharehklr. invest. pIan avail. (C) InG. intang. In in'07: MECO, 1U.7% ; earned on avg, com. eq.,

'05, 11e; '07, (9¢). Next egs. due eaAy Nov. 07: $4.41/sh. (D) in mill. adj. for splR (E) Rate '07: 7 7 % Regulatory Climate: Above Avera e
Price Growth Persistence 40
Earni P di t bilit, . . . g .

02008, Vatue,Line Pnbiishing, Inc AA rights reserved. Factual mater^ is obiained hom soun^s believed to be reliable and is provided wifhout warramies of any Mnd
ngs re c a y 70
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MDU ,RESOURCES NYSE-MDU I 31.26 1615.0T^dian̂ 14A) ^^ 1.01 ^^ 2,0% 1 7881^IELINESS L Raised y3)^ High: 9.9 12.8 12.1 14.7 17.9 14.9 16.2 18.5 24.8 27.0 31.8. 35.3Low: 6.2 8.4 8.4 7.8 9.9 8.0 10.9 14.6 17.0 21.8 24.4 23.1 Ta►get Price Rangt^^ 1 Raised B117101 LEGENDS
201f1 2012 20131.62 D'nnderdsp snTECi'IiBCAL 2 R9isediiI8N8 drvidedx bv Interest Rate

64BETA 1.00 (t00=Markel) 3ta-2 nfBlftN1 Pags.^
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Institutional Decisions ^ 6
302n7 42007 low %TOT.-RETURN¢/08

10:1 118 135 143
to

t
shares

6
4

.K V^ ,
135 928 132

87585 89630 91770
Vadad 2 1 yr 26.9 -18.0

3 yr 97 8 11 31992 1993 1994 1995
3 67

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2008 2007 2008 2009

. .
yr. 164 63

©

_ _
. 4.57 4.68 4.83 5.36 6.40 7.51

_
9.97 12.81 14.16 12.03 13 83 15 33 19 21

VAUJEUNEPUB,VIC 1-13
.77 ,87 .91 1.00

4
1.12

_

1.26 127 1.29

_

1.51 1.84 1.74

_
.

2 18
.

2 37
.

2 80
22.49 23.22

_
26,f0

_
2L15

_

venuesperdl 31,15
•36 . 0 .41 .42 .47 .55 .64 .68 .80 98 82

.
1 08

. . 3.25 3.41 3 75 39lS ash Flow°per sh lus
.29 .30 .32.31 .33 .33 .35 .36 38

.
40

.
42

. 1:20 1.53 1.75 1.76 2.00 2,05
2^

Eamingspersh
A1.07

_
85 87 1.16 .18 81 1.29

.

.84
.
.35

.
1 66

.44
84

.47
90

^'d DecPd per sh s n t 78
316 3.31 ,40 3.51 3.65

_
4.07 4.62 5.22 6.02

_

07
.

7 71

_

44
.
39

284 2.81 3.05 4 05 9 g5
i9611 .11 96.11 96.11 4.98 119.33 128.34 146.31 nn

_
.

a an
-

n-

_

.
°.

10.43
.

J a 1.88 13.75 14! 90 21.00

82 89 90 .92 .87 .77
^•o ig.a

_

l^J.u 3.6 13.0 13.7 - 15.7 BoId flgr.' a,e_ AvgAnn'I P!Eo - 121.86 .86 .86 .71 .79 74 72 695.9% 5.0% 5.6% 5.5% 5.1% 4.5%

_
. . . .74 .83

a Ra18UYaP1ERetl0 BS3.3% 3.6°h 3.6% 3.0% 3.6% 3.1% 2.9% 2.5% 2 2% 2 0% 'CAPITAL STRUCTURE as of 3/310
Total Debt $1481.6 mill. Due in 5 Yrs $555.9 mill.

_

. . ; Avg Anal Div d Yield 2.4%896.6 1279.8 1873.7 2223.6 2004,1 2352.2 2719.3 3455.4 4070.7 4247.9 48'15 5080 Revafwes{9nisi) 6p507LT Debt $1270.0 mill. IT Interest $73.0 mill.
(LTinterestearrred:8 2x)

4.0 84.1 111.0 149.6 131.8 1829 112.4 275.1 317.9 322.8 370. 385 Net Profit IN37.1% 37.0% 38.5% 38 8% 36 4% 35 0% 30 9.
-Leases, Uncaplta8zed Annual rentals $20.3 mill.

. . . . % 34.6% 34.2% 37,1% 37,0% 37,0% Tax 00.4% 2.1% 4.7% 4.4% 5.8% 1.4% 2 9% 4 2% 2 6% `^^2 2%Pension Assets-12/07 g
mill.

^1.Omill. ObiiOblig . $
. .°42.1% 45.1% 44.8% 41.0% 38:7% 39.3% 342^ 36•9%

. . 2.0% 2.0% AFUDC %b Net Proflt 20%
3]..2% 90,5% 40% LongTNmpeptRe80 1 5%

P1d Stock $15.0 m91. Pfd Div'd $.7 mill.
50 000

&56 2% 53.6% . 54.2% 58,1% 60,6% 60.1% 652% 62.6% 64.5% 68.4% 65.0% 6b,0% Common Equity Ratio 70.b$9807 1249 6 1625 6 1909 8 211, she. 4.7% ctiin, ($100 par), call. at $102;
100,000 shs. 4.5% ($100 par), call. af $105.

. . . 9.5 2390.1 2554.5 2998.4 5.5 3678.1 4240 4620 Totel Capltel(smlll) 57751084.7 1248.2 1601.0 18093 1924.9 2222.3 2572.7 3049 9 2M 4 315511 6 418Common Stock 182,869,115 she.
as of 4l29108.

.
8.8% 8.2% 8.4% 9.2% 7.3% 8.7% 9.5% 102%

13 0% 12

. . 0 4565 Net Plant fl 5750
10.7% 9.8% 9.5% 9.5% Relum on Total Csp'I 95q6

MARKET CAP: $5:7 billion (Large Cap)

. .3% 12.4% 13.3% 10.1% 12.6% 12.6% 14.5%
13.3% 12.4% 12.5% 13.4% 102% 12.7% 12.7% 14,6°,6

14.7% 12.8% 13.5% 12.5% Return on Shr. Equity 12.0%
14.8% 12,8% 13 5% 12 5% Retum on Can E E

LECTRICOPERATINGSTATISTICS
5.9% 5.7% 6.5% 7.9% 7.6°6 7.9% -10.0%
56% 55% 49% 41% 52% 40%

. Vk 12,0%IM
10.4% 8.8% 8.5% B^, Retained to ComEq

2005 2006 2007
T'^^^1^) +4.8 +2.9 +4.8

38% •32%
BUSINESS: MDU Resources Group, Inc. is a diversified ener

29% 31% 30% 91% AlIQl11'd6^Naiplel 30qG
r d ti!^

Avg Indust
^IM 1219 1268 1358
^ ^ id) 4•^ ^^ 4.83

gy
company. Montana Dakota utilities sells gas & electricity to
551 000 customers in ND MT SD

P o uc on, aggregates miriirig, construction materials production,
utility line construction & maintenance. Acq'd Cascade Natural Gasd

^^ 470 485
, , , , WY, MN, WA, &. OR. Electric

rev. breakdown, '07: residential 39%; commercial 42% i d
7/07. '07 deprec. rate: 5.1%. Has-1230p employees. Chairman:5

5 8.0 56.0 NA
'

, ; n ustrial,,12%; other. 7%. Generating sources '07: 77% othecoal 1%
ryMar J. Pearce. President & CEO: Terry D. Hddestad. Inc.: DE. Ad-

d^^1P^^ aag) +.6 +.6 +.8
, ;, r, ;

purchased, 22%. Also has operations in gas pipelines, oil &•gas ress: 1200 West Centuyy Ave., P.O. Box 5650, Bismarck, ND
:58506-5650. Tel.: 701-5301000. Internet www.mdu com

^^
ANNUAL

^•(% 663 651 690
RATES Past Past Est'd '05-'07

^U Resources is benefiting from
high prices of oil and gas. Production

. .
structiQn Materials division will mitigate
the strength in the G d Oil Pof dlange(persh) lOYrs. 5Yrs. to'111-'13Revenues 14 5% 10

growth of 12%-16% is expected in 2068,
as an roduction

segment. We -liave boosted our 2008 a d. .5% 6.5%"Cash Flow" 11.0% 13.0% 7.0xEarnings 13 5%

with about half of the increase reflecting^fxng a
big acquisition that took effect t h

n
2009 estimates by a dime a share, to $2.00

. 14.0q, 70%
Dividends 5.0% 5.5% 6.5%

Value 12.5% 11.5% 9.5%

a t e start
of the year. The record level of oil prices is
a big .plus for the company since bIDU has

and $2.05, respectively.
A. utility acquisition is pending. MDUfending.

l ns b
Val- : qUARiERLVRE.VENUES(snill,) Full

,.
hedged little of its expected oil production.

:p a to uy-;privately held
Gas, which serves over $00 000 tantler INar,31 Jun 30 30 Dec.31 Year The sputtering economy is hurting , cus omers
in a fast- rowi Yn Ia lW5 604.3 770.2 1066.8 1014.1 3455.4 two of MDU's divisions. Especially hard

g ng are . da io. The price,
including the assumption of $80 milli2006

2007
814.8 9732 1190.6 1092•1
787,5 982,4 1245 3 1232 7

4070,7
4247 9

hit is the Construction Materials segment,
where the normal seasonal los i th fi

on-
$85 million of debt, is $328 million. The

2008
. .

1122 1178 1275 1250
.

4825
s n e rst

quarter more than doubled, to $21 million.
deal should close. in the fourth quarter of
2008 It won't affect e i2009 .1155 f200 1375 1350 5080 The decline in residential construction has

. arn ngs much in the
tfi b weCal- EARMNGS PER SHARE A F ll spilled over to affect commercial buildi

rs year, ut will wait .to adjust Qur
fiendar Nar,31 Jun30 S6.30 Dec31

u
Year

ng.
Although public works projects are picking

gures until after it_has closed, anyway.
This timel t k a ^2005

2006
19 45 48 41
29

1.53 up some of the slack, margins aren't as
hi h

y s oc h s _far outper-
formed the broad market averages so

2007
. .39 ,61 •45
23 45 57 5

1,75 g .as on private projects. The sharp rise
in the co t f di f l ,far this year.: This reflects. the sharp rise

2009
.2008

2
.39 .51 .60 ,50
30

1.76
2.00

s o esel ue is a problem, too.
Earnings in this operation are likely to de-

in gas a.nd oil prices. But MDU is hardly a
pure play-this division enerated 41% f

CaM
. .55 ii5 55

`OUARt51LV ONRNDS pAlp e n t

2.05

Full
cline for the full year. To a lesser extent,
the economic weakness is also affecting

g o
operating income in 2007. That's material,
but still less than half of cor rat fitantler Var,31 Jun.30 SI o0 Dec 31 Year the Construction Services unit where

po e pro s.
Considering th f lloff

.113 ;113 .113 :12 ,46
2005 •12 •12 ,12 127 qg

,
MDU expects lower margins in 2008.
Despite the strength in gas and oil

e a in Construction Ma-
terials (25% of operating income in 2007),
we think th t k'2006 127 127 127 .135 52 Prices, we have raised our 2008 and

e s oc s run-up is excessive, In
fact, the quotation is well within our 20112007 :135 .135 .135 ,145 .55

2008 .145 :145 .145
2009 earnings estimates :only slightly.
We figure that the k

-
2013 Target Price Range.

A) Diluted EPS. Excl. nonrecur. gains Qosses): ii1g. N
98, (34¢); 'ot, 4¢;'02^i, 6¢; ', 10¢; '03, (5¢); histori

wea ness in the Con- Paul E. Debbas, CFA August 8, 2008
ext egs. report due eariy Nov. (B) Div'ds $3:10/sh• (D) In mill., adj. for splits. (E) Rate Company's Financial Strength A+saly paid in early Jan Apr Jul and bD4, (3¢); ga^n(loss) an disc.

7/,60¢. & '0
ops.: 'O6, (1d); Oct. n

'O6 7 EPS don't add due to round- invest.

., y, ase: varies. Rates alPd on com. eq.: 11.4°^ Stock s Price Stability 95DNd reinvest plan avail. t Shareholder 13.0%; earned on avg. corn. eq 07:14.1°6. Price Growlh Persistenceplan avail. (C) Inc] intang : In '07: NR l NCl D ^"M value Use Pubgshm p,c. All righis resenred. FaeWal
SH6R 1S MOT RESPONSIBLE FOR ANY ERRORS OR

. . egu . imate: DD, MT, Avg.; S , Above Avg. Earnings Predictability pg
material is obtained from sources believed to be regai^e and is provided without warranties of any Idnd.OMISSIONS HEREIN Th

!tt^Y ^^4 resoi4 smled or g^,smined in arry prmted, el

16.25 8ookaIueper.jic

. is pubfcation is stdc for subscribers own, na,•commercial, internal use. Na part TO su b scri be call 1-800 -833- 0046 .:ectrortic or o¢,er form, or used for generating or mmarinating any printed or electronic publication, service or product
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PG&E CORP, NYSE-pCO ^ 37.31 j o 12.6(^^ a) ^^T^o 0.$1 ^D 4.3% ' 1789
TIMELINESS 3 Iei d 7/11 0 High: 30.9 35 1 34 0 31 8 20 9se 1 8

Low: 20.9
.

29.1 2
.

0.3
.

17.0
.

6.5
23.8

8 0
28.0
11 7

34.5
25 9

40.1
31 8

48.2
36 3

52.2 45.7 Target Price Range
SAFETY 2 iiased912ro6
TECHNICAL 4 Lowered 7Y15ro8

LEGENDS
- 1.53 x Dividends p sh

divided by Interest Rate

. . . . . 42.6 36.3 2011 2012 2013Q

tlve Price Stren th

; O

BETA .85 (1.00 = Market) 0 ons ^
g -41

80
201 1 -13 P dad am mclicates recession 64

Ann'I Total
Price Gain Return .. ... 48

High 50 (+35% 12%Low 35 (-5%; 4% ►' I ^ I I i ,,y,.,•
n," s ..... ..... 32

Insider Decisions -W 24
S F A 20

to guy 0 0 0 0 0 0 0 0 0
Optlons 1 0 0 0 2 0 0 0 0

.' 1 il 16

toShc 1 0 0 012 0 0 0 0
^ ••-• ........ .• ••. •. ..... 12

Institutional Decisions % TOT. RETURN 6108 8
90Ng/ 402ea7 102008

to euy 170 199 171
Percent 12 THIS vt.Amts

STOCK INDEX
k SeA 180 174 197

shares a IIII I [fill] at 1 yr. -9.1 -16 0
Hld a00 234682 237710 241684 traded 4 .

3 yr. 16.8 113
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Total Debt $8553 mill. Due in 5 yrs $2826 Mill.
19942
746 0

20820 26232 22959 12495 10435 11080 11703 12539 13237 14270 15260 Revenues ($mill)
.

18300
LT Debt $7721 mill. -LT Interest $650.0 mill., -

.
43 3%

825.0 d3324 1099.0 d874.0 791.0 001.0 904.0 991.0 1006.0 1125 1230 N^ Proflt $mlll) 1375
(LT interest earned 3a z)' . 16% 35.6% -- 36,7% 35.0% 37.6% 35.9% 34.9% 35.0% 35.0% Income Tax Rate 40%
Pension Asset0207 $9.5 bill. , Obfig. $9.1 bill. 1.6% -- 3.7% 3.6% 5.6% 6.8% 9.5% 8.0% 10% AFUDC %to Net Profit 1 5 0%Pfd Stock $252.0 mill: Pfd Div'd $16.0 mill.
5,973,456 shs,.4.36%to 7.04%, cum: and $25 par,
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49.6%

46:5%
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5.0". to 6 00% cum nonredeem and $25

16268 14339
.

10428
.

12399
.

8438,0
.
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14760
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19480
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p

Net Plant ($mi 27655mandat redempt 6.5% 7.4% NMF 13.3Y° NMF 16.3% 7.6% 8.1 % 8.4% 8.0° 8.0% 8.5% Return an Total Cap'I 8,0%
Common Stock37g,385,151 she.
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11.6%

NMF
_ NMF
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NMF
NMF

17.6%
18.5%
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10.3%
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12.3%
12.5%

11.4%
11.7%

12.0%
12 0%

12.0%
12 5%

Return on Shr. Equity
itReturn on Co EE

11.5%
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.
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, . . ..

m.
RxedCliageCor,(X) 309 263- 259=
ANN '

pLiaE plans to expend its gas trans. Furthermore, repowering of the Humboldt
mission system It has a d t i B-UAL RATES Past Past Est d 05=07 , gree o acqu re - ay . 163-mw gas- and oil-facility, whichof change ( er sh) Mrs. 5 Yrs. to'11-13 a 25.5% stake in. El Paso Corp'a. proposed had been near the end of its useful life isRevenues:, 2.0% -9.5%:. 5.5%

Cash Flow" 2 0% 23 5% 5 5%

,
680-mile, natural gas pipeline that will. under way. Finally, PG&E will buy the. . .

Earnings 1.5% -- 5.0%
ran . frO1II Wyoming to a terminal in Ore- output. of 285 mw, of Wind and from 500

Dividends -3.0% •- 9,6yy gon near California's northern border. The. mw to 900 mw of solar energy when avail-'Book Value ., •- 16.5% 5.5%
,line s. initial capacity of 1.2 billion cubic- able. These additions, should be adequate

Col. QUARTERLY REVENUES($Fuli feet. per day (bcf/d) is expandable to two toeover customer needs for years to come
ender Mar.31- Jt8r:30 .30 Dtic.31 Year

,bcf/d. . The cost is .estimated at $2 billion. Earnings should. improve for the sixth
2005 2665 2498 2804 3732 11703 Regulatory approvals, are needed before consecutive year in 2008. Results will
200E 3148' 3017 3168' 32013 12539

"
ground- breaking: Too, PG&E and, two be boosted by a full year of the $243 mil-

2007' 3356 3187 3279 3415 13237
"

equal partners expect: to build a 223-mile lion 2007 rate order, an attrition adjust-
2008 3733 3380• 350m 3857 14270 line, with a capacity of one bcfld on a yet=- ment of $125 million, and new plants on
2009 3880 3830 3750 3900 15280 to-be determined= route between Oregon line. These positives will be •partly offset
Ce4 EARNIRGSPERSHAREA Full

and the California Bay area, Portions are by the cost of installing new steam genera-
badar Mat31 Jun.30 Sep.30 Dec.31 Year targeted for operation in. 201i, the balance- tors in the Diablo Canyon 2 nuclear plant
2ggF 5d .70 .62 49 2 .35 by 2013. The output - of these linea: will and higher interest expense. In all we ee-
2008 ,60 .85 1,09 ,43 2,77

,
help meet the growing-demand for natural timate 2008 earnings will rise 6% to $2.95

2007 .71 .74 .77 .56 - 2.78
,

gas in the western United States.s a share. An order on a pending request for
2008 .62 . 78 ,95 ,60 195 The company is also enlarging'its gen- a $482 million rate hike suggests better
2009 . 70 .85 1.00' .65 3.20 eration portfolio. PG&E is spending results next year.
Cal. QUARTERLY DIVIDENDS PAID eat Full $370 million to finish building the parL•ialt The -year-ahead yield mirrors the in-

ender Mar.31 Jun.30 S.30 Dee.31 Year Y complete 530-megawatt (mw)• gas-fired. dustry average. But dividend growth
20g4
2005 3

Gateway plant, which it--acquired for $300 prospects exceed those of the group, and
million O eratio i h d l d f 2-- , 0 .30 ,30 90 . p n s sc e eu or 009. finances are now comparable to those of

2006 .33 33 . 33 .33 '1.32 Construction has also begun on the 660= pre-bankruptcy days. Utility investors2007 . 33 .36 .36 .36 1.41 mw gas-fired Colusa station, which should might consider taking a position here2008 .36 .39 .39 .
begin serving customera in early 2011. Arthur H. Medalie August 8, 2008

A) EPS diluted Excl. nonrecurrin g gains ly Aug.. (B) Dividends historically paid in mid- (D) In millions. (E) Rate base: net orig. cost. Company's Financlal Strength B++losses): '94, (55g); '95, 40; '96; (41d); '97, Jan., Apr., July, Oct. a Dividend reinvestment Rate allowed on com, eq. in '07: 11.35%. Stock's PriceStabllity 95' ' '18Q; 99, ($2.4d); 04, $6.95. Ind. 00 nonrecur- plan available. t Shareholder investment plan Earned on avg. corn. eq. in '0ring loss: $11.83. Next earnings report due ear• available (C) Inci intang In '07; $11 80/sh l t Cli t A
7: 12.3%. Regu- Price Growth Persistence S5. . . . . a ory ma e: verage. Earnings Predictability 5D 2808j lpaaie-ilne. PubA ^p ; Inc. AN rights reserved, Factual material is obtained from sources believed to be reliable and is provided vdthout warranties of any kind.

THE PUBLISHER IS NOT REBPONSIBLfi FOR ANY ERRORS OR OMISSIONS HERON Thi Mi '. s catkn is study for subscxiher s own, non-commercial,N it may be reptoducod resold storedof irensmitled in an dnted l d i internal use. No part TO s he 1-800 -8 33-0046, , , ey p e ron o or other form, or for ga Ong any printed or electronic qubticag on, service or produd.
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Insider Decisions
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000000000
Options 0 0 0 0 0 0 0 0 0
to sell 0 0 0 0 0 0 0 0 0 10
Institutional Decisions

302007 402007 102009
%TOT. RETURN 60 7'1

to Buy 118 102 105
Percent 15
shares 10

Tilde W-pnTH.
STOCK u1DExto Sell 75 94 82 1 yr -14 8 1e0traded 5Hld's 000 63222 62512 62154

On April 3, 2006, Portend Generai Electric's
existing stock (which was owned by Enron)

1998 1999 2000 2001
-

2002 2003 2004 2005 2006 2007 2008 2009

. . ,
3 yr - 11,3
5 yr - 63.2

VALUE LINE PUB.,INC 1-13
was canceled, and 62.5 million shares were 23.14 24.32 27.87 28.75 26.75 Revenues per ih 28.50
issued to Enron's creditors or the Disputed 4 75 4.64 5.21 5.10 4.85 "Cash Flow" per sh 5.5o
Claims Reserve (DCR). The stock began 1.02 1.14 2.33 1.80 2,00 Earnings per sh A 2,Z
trading on a when issued basis that day, .68 .93 .97 1.01 Div'd Dea'd per sh B 1,20
and regular trading began on April 10, 2006, 40e 594 7.28 6.75 f0.35 Cap'ISpending pwsh 4,50
Shares issued to the DCR were released - 19.15 19.58 21.05 21.90 23.05 Book Value per $h c 26.00
over time to Enron's creditors until all of the 62.50 s2.50 62.53 82.60 7100 Common Shs ODist'g e 7800
remaining shares were released in June " 234 11.9 eotd I1y res are Avg Ann I P/E Ratlo 12•5,
2007. 1.26 .63 Relative PA Ratio 85

2 5% 3 3°h esn tes
' '

.
. . AVg Ann I DIV d Yield 4.5%:CAPITAL STRUCTURE as of 3131/08

Total Debt $1256.0 mill.-Due in 5 Yrs $286.0 mill. •- 14540 1446.0 1520.0 1743.0 1800 1900 Revenues ($mili) 2250
LT Debt $1256.0 mill. LT Interest $78.0 mill.
(LT inter t d

92.0 64.0 71.0 145.0 115 135 Net Pro Bt $milQ 170es earne : 3.4x)
Leases, Uncapitalized Annual rentals $8.0 mill.

•- 37•0%
9-81/6

40.2%
18.8%

33.6%
33.8%

33.8%
17.9%

38.0%
18.0%

38.0%
26.0%

Income Tax Rate
AFUDC %to Net Profit

38.0%
12.0%

Pension Assets-12/07 $518.0 mill. Oblig. $475.0
41.1% 42.3% 43.4% 49.9% 53.5% 49.0% Long-Term Debt Ratio 4B.5%

mill. 58.9% 57.7% 56.690 50.1% 46.5% 51.0% Common Eui Ratio 51.5%Pfd Stock None 2171.0 20760 21610 2629.0 2930 3210 Total Capital ($mill) 3850
Common Stock 62 532 232 h

2275.0 2436.0 2718.0 3066.0 3285 3810 Net Plant ($miil) 4500, , s s. - 5.6% 4.6% 47% 6.9% 5.5% 5 5% Return on T tal C 'Ias of 413oJ08 -- -- 7.2% 53% 5.8% 11.0% 8.5%
.

8.0%
o ap

Return on Shr. Equity
8.0%
8.5%

MARKET CAP: $1.5 billion (Mid Cap) 7.2% 5.3% 5.8% 11.0% 8.5% &0% Return on Com E u 8.5%
ELECTRIC OPERATING STATISTICS

7.2% 5.3% 3.5% 6.6 % 40% 4.0% Retained to Corn Eq 4.Mti
2005 2006 2007 39% 40% 53% 51 % AII Div'ds to Net prof 54%

%ChanaefielailSalesiKWHI +1.2 +3.6 +1.0Avg Indusl Ilse (w) 1^
8USINESS: Portland General Electric Company (PGE) provides include coal, gas„hydro, wind and purchased; breakdown i t. 3199 15930 16148

Avg. Mai. Q^IM p^
r

el^P ^141
5.65 5.82

6N

, s noelectricity to 808,000 customers in 52 cities in a 4,000-square-mile available. Fuel costs: 50% of revenues. '07 reported depreciationarea of Oregon, including Portland and Salem. The company is in rate: 3 9% H 2 7A
Peak Load w^( F 3608 3706 3664A ^

. as , 00 employees. Chairman: Corbin A. McNeill, Jr.the process of decommissioning the Trojan nuclear plant, which it Chief Executive Officer and President: Peg Y Fowler Inm LDadFador(% 14A NA NA
%Change Ltistaners ^end) +1.7 +1.7 +1.4

gy . . nc.:closed in 1993. Electric revenue breakdown, '07: residential, 43%; Oregon. Address: 121 SW Salmon Street, Portland, Oregon 97204,commercial 35%; industrial 13%; other 9% G i, , , . enerat ng sources Te.:503•464-A000.Internet: www.portlandgeneralcom.
FncedCharge Coy. (%) 239 206 320 Portland General Electric has 'a rate $300 million to a hi h $62ANNUAL RATES Past Past Est' d'05-'07

s g as 0 million.case peading.. PGE filed for a tariff in- The company plans to issue $200 mi1-of chang
Reven
"C h

e (persh) 10Yrs. 5 Yrs. to'11•93
ues •- -• 2.5%Fl "

,crease of $146 -million (8.9%) based on a lion of common equity in late "2008 or10.75% return on a 50% common-e uit l 2009as
Earnin
D id

ow -- --
gs 2.0% q y ear y . This will help finance itsratio. . The utility is in settlement talks heavy capital budget and keep theiv e

Book V
nds -- -- NMF
alue -• -• 4.5%

with the staff of the Oregon Public Utility common-equity ratio near the desired 50%
Commission {OPUC) and some intervenor level Fut it

Cal- QUARTERLY REVENUES (Emill) Full
. ure equ y needs will depend on

groups. Even if the talks are fruitless, an the size of the Boardman project and theendar Mar.31 Jun.30 .30 Dec.31 Year order should come in time for new rates to outcome of a re uest fo ' l f2005 371.0 333 0 355 0 387 0 1446 0
q r proposa s or uptake effect at the start of 2009 ther b t 218

2006
, . .

381.0 351.0 372.0 416.0
.

1520.0
, e y o mw of renewable resources.producing an earnings increase. All issues related to the Trojan nu-2007 436.0 402.0 435.0 470.0 1743.0 Another regulatory request was ap- clear plant should be resolved with2008

2009
471.0 429 450 450
$00 950 475 475

1800
1908

anproved. The OPUC. granted PGE a $13 OPUC order in_ September. PGE col-
million rate increase to cover the cost of an le t d t

Cal- EARNINGS PER SHARE A Full
c e a re urn on the decommissioned

advanced metering system. This is expect- plant from April 1995 through Se temb rendar Mar.31 Jun.30 Sep:30 Dec.31 Year
, p e ,ed to cost $130 million-$135 million but 2000 The OPUC will d id h2005 ,61 .26 .30 d.15 1,02

, . ec e w at ratesshould reduce annual operating expenses would have been over that time if PGE-2006 d.10 .43 .16 .65 1.14 by $18 million starting in 2011, the first had not collected a return on Trojan and2007
2008

.88 .73 .32 .40

.44 ,58 .30 .50
2.33
1.80

,full year with the new meters. whether rates approved in a 2000 settle-
Two, large capital projects are u com- m t2009 .65 .55 .25 .55 2:00

p en were reasonable. A rate refund (noting. PGE plans to spend over $700 million r fl t d i
QUARTERLY V a

ece e n our estimates) is possible.t dd 325Cal- DI IDENDS PAM Full o a megawatts of capacity (in two We think that - this stock is fairlendar Mar.31 Jun.30 Sep.30 Dee.31 Year yphases, coming on line in 2009 and 2010) valued Its ield d 3 t 52004
. y an - o -year total re-to the Bi l Cg ow anyon windfarm. The utili- turn potential are about average for a util-2005

2006
-- -• .- __ -_
-

ty must also add pollution control equip- ity. PGE's trading history since re-
2007

- -- .225 .225 .45
.225 .225 .235 .235 .92

ment to the Boardman coal-fired plant. emerging as a publicly traded equity is too
The estimated costs of the ro osed meth h t f2008 .235 .235 .245

p p - s or or us to compute a Timeliness rank.
ods for compliance range from as low as Paul E. Debbas, CFA August 8 2008(A) Dilute

pro forma
stock beg

d earnings '05 per•share data a re report
, based on shares outstanding when Jan.,
an trading in '06 '06 EPS don't add ch

,
due eaAy Nov. (B) Dividends paid mid- allowed on common equity in '07: 1A,1%; Company's Financial Strength B++Apr., Ju , and Oct. (C Ind. deferred earned on average common equity, '07: Stock's Price Stability gpI ' 7 ^to full-yea

. arge
r total due to rounding. Next earnings million

s. n 0 $304.0 mill 4.86/sh. (D In 11.4%. Regulatory Climate: Average. (F) Sum- Price Growth Persistence NMFs (E) Rate base N t i i ^ '0 2008 Value Line PubrrsN I i hAlf
. : e or g t ate merpeakinnal cost-
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204 48
13.79

204 91
"17.17

226 60
20.78 ,

234 18•'
23,95 28.66. • 31.67' 32.80 33.70 Book Value per ah c

.
44.25

total Debt $ti242'.0 mr8 Due itt 5 yrs;$3117 0 miil. 21.1 12 8 9 4
.
9" 7'

,
82

. . 257,19 262,01 261.2.1 245.00 231.00 C ommon Shs 0utst'g '24lLi10
lT Debt $4589.0`mill. LT7nterest $252.0 mill. 1.10

.
73

.
61

.
" 50 45

9:0
'

8,6 11:8
'

11.5 14.0 Bold 9g res are Avg Ann'I PIE Ratio 14A
(LT interest earned: 7.3x)

.8.0%
.

7.4%
.

5.2%-
,

4.1% 4.4%
. 51

3.7%
.45

2.9%
.63

2.8%
:62

2 5%
73

' 2 1%
Valu
es6

Line
ks

Relative PIE Ratio
' '

.90

.Leases, Uncapttaiized Arinual rentals $120.0 m81.
Pension Assets 12l07^2 ^ bill Obli $2 79 bill

5525.0
306 0

5435.0 7143.0 8029.0' 6020.0 7887.0 9410.0

.

11737"

,

11761

,

1'1438 10350 10400
AvgAnn IDiv dYieid

Revenues (Sdtill)
25%

1^00. , g. . .

P(d Stock $179,0 mill. Pid Div'd $9.0 mill.

.
31.1%

405.0
30.7%

A40.0
38.0%

534.0
28.8%

586.0
19.9%

655.0
232%

930.0
17.2%

898.0 1118.0
31.3%

1135.0
33.6%

955
37.0%

1090
37 5%

Net ProBt $mi0
Income Tax Rat

1445

1,373,770.sh8. 4,40%-5% outnulative, $20 pat, call
able $2025-$24; 2,040,W0 she. $1 70-$1 82 cum

3^
47.3% 47:6%

3.6%
56.2%

5.2%
55 >°k

' 10.8%,
58 6%'

8.4%
48 4%

2.9%
45 3%

5.3%
43 1%

_
7.2% 11.5% 13.0%

.
10%

e
AFUDC %te'Net Profit

38.0%
7.0%. . .,

no par, callable $25.595-$26; 800,000 shs. $4.36-
$4.75 cum ., no7par, callabie^100-$101 50; 81'1 073

'49.3%
5912 0

49.0%
609 0

40.4%
6

.
41.2%

.
38,6%'
7

.
.49.0%

.
52.6%

.
55•1%

37.0%
61.4%

34,6%
63.7%

37.5%
61.0%

41.0%
575%

Long Term DebtRa6o
Common Equity Ratio

40.0%
59.0%. ,

Slits. ON. cum $95 Pat. `
.

54A1.0
2

5394.0
166,0

5726 0
6532.0

-6217 0
312.0

6832 0
7931.0
10474

9255:0
1 '

11178
'

12229 .13071 13100 13425 Total Capital ($mill) 18000

Common Stock 250 341,666 shs. 6,8% 8.3%
.

9.0%
;

-1-0.2-%'
,

9.8%
"

9.8%
1086 ,

11.3%
12101
9.2%

a3175
10.3%'

14884
9.6%

16250
8.5%

f8025
9.0%

Net Plant (Smig .
Retum on Total Cap'I

21800
9 0%-as:of 4/30M

NIARKET CAP: $14 bRlion(l arge Cep)
9.8%

10.1%
12.7%
13.2%

163%
17.2%

18.4%
19 4% '

19.3%
20A%

16.0%
16 6%

18.4%
18 9

14.1%
9

14.5% 13.3% 11.5% 13.5% Return on'Shr. Equity
.

13,5%

ELECTRICOPERATING S'[ATISTICS
-2005 2006 2007

NMF
110%"

,9%
94%

7,4%
58%

.
11.9%

40%
13.1%'

37%

.
91,3%

33%

. %
;14.970

4.4%
10.1%

14.8%
11.0%

13.5%
9.7%

12.0%
7.5%

14.0%
9A% R

Return on Core . ut E.
etainedtoComEq

13.5%
9:0%

%
^ ^^ +

_ 22% 31% 26% 29% 37% 36% AIIDiv'dstoNet'Pf '34%
^^WN^ 4608 4 964q74 BUSINESS: Sempra Energy is a holding com an for San Di i l^^^
^paKrv„(E) 6.58 8.00 10.06

p y ego
Gas & Electric Co., which sells electricity and gas mainly in San t

c a , 39%; industrial, 10 % other , 6%. Purchases most of its power,
he rest is nucle d g Pim+ NMF NMF NMF

NMF F NMF
Asma^^r •NMF NMF NMF

Diego County, & Southern California Gas Co., which distributes asgto most of Southern Calrfpmia. Customers: 1.4 million electric 6 5

ar an as. ower costs: 42% of revenues. '07
as rec. rate: 3,3%. Has '14,300 -em lop p yees. Chalrman & CEO:
Donald E Felsin er P id & J76C^geCusmmers^yres11) +1.5 +1 3 + 7

, .
million gas. Has various nonutiiity subsidiaries (54% of '07 earn=

. g . res ent ( 00: Neal E. Schmalii.;lnc: Cali-
f i Add e. ,

heilawcor•I%I 274 4
Ings). Elechic revenue breakdowrl, '07: residential, 45%; commer-

om a. i ss: 101 Ash St., San Diego, California 92101-3017.
'Tel.: 619-686-2034. Internet: www,sempra,com.09 419_

ANNUAL RATES Past Past Est'd'05•'07
Sempra Ener"gy's '-annual iai`ume' from

- '
(in which Sempra's share will cost

'ofChange. (per sh) :10Yrs. SYrs: to 111-113
its commodities 66s-mess should `be-

more
$than 1 billion).and two liquefied naturalevenues-. 10,0% 5.0% 35%

`C^ Flow' 3.0% 4.0% 8.0%
'

come more predictable thanks to its
joint •venture with Ro al'Bank" f S t

gas terminals. Finally, the reduction in
âmings 7.0% 10.0% g^%-Dividends -2 5% 3

y o co -
land (RBS). The joint venture agreement

shares outstanding will help boost share
ear i

%
.. .5%

Book Value 7.5% 16.5% 8.0% will sp the profits in a manner that. WillP
give Sempra the majority t c fi

n ngs.
_Sefiripra has agreed to acquire
•Cal QUARTERLY REVENUES (E mill.) Full

, up o a.spe i ed
level. Thus -ea'r`nin s in th inh tl

E1ner,^ySouth for $510 million in cash.
'1'endar Na1:31. Jun.30 Sep;30 Dec.31 year , g e eren y un-

predictable n g m k '
^+ i►ergySouth has 93,000 gas-customers in

2009
2006

Y697 2276 2770 3994 11737
-

e er y- ar eting business
§hoiild vacillate less f^bm ;year to ear On

_ Alabama, but its two large gas storage
f iliti

2007
33M 2486 2694 SEgS
3004 2661 2663 3110

11761
a1438

y .
tlte ot^'ter hand, the company'has sacrificed

ac es provided the big attraction for
Semlira. The deal requires the approval of

-20M 3'170 2180 2300 2500 10360 some of the upside potential of this busi-, 'EneigySouth's shareholders and various
20eg 2800 =p ,2rpp Ml 10400 ness. Because profits from this operation 4-egulatory bodies and should be completed
Cal•._

endar
EARNWGS PER SHARE A

IY 31 J 30 &
'FuD

will most likely be well below the $499
^)^on posted in 2t507 Sem ra s earnin

by' the end of 2008 Sempra expects the
d l t b " "un p.30 Gec.31 Year . , p gs

lik
ea o e slightly -accretive to earnings

-2005 92 ':49 71 1 39 - 3 52
are ely to decline in 2008. -Our estimate in 2009 and to contribute as much as $0 30

2006
, ,
.90 .71 1.29 1.33

,
4.23 is at the mid oint -of the company's guid-

p$c Of $3 65
.

'a shat•e^ in 2012. Our estimates and_projec-.
2007

8
.86 1:@6 1.24 1:10 426 an e . - 3.85 a share..garnings should i i

tions will not include EnergySouth until
M
2009

.92 -,78 1.115 1.00
1

;275 mprove n 2009:-LTtil-
inc o ht t ait ^

after the transaction has been completed.
, 1 5 .90 1.Y0 1•15 4A0 y ome

d
vanceug o -tbanlis to rate Sempra stock offers decent :risk-

Cel•`= OUARTER<YDmDENDSPAOB•f Full
increases that Southern " California Gas
and San Diego Gas & Electri i

adjusted total return potential for the
earda • Mer;$1 4=30 g,30 Deal ,year c were awa t- 3- to 5-year period. Over that time the
2004'- 2625 25

ing as this report went •to press. On the
,

company has a lot of invest t
2008

^-•. ;.
25 29 29 2

1 .00 nonutil.ity side, - a few' major ^piojects have
men 9pportu-

nities that should enable it t b efi f o
20(16

. . . 9
29 :30 .30 .30

112
1 1g gone into service this year or will do so in

o en t r m
the rising nationwide demand for natural

2007 .30 .31 .31 ,31 1 .23 the coming months, and these will benefit gas. This should produce strong earnings
2008 .31 .32 .35 corporate profits in 2009. These include a and dividend growth over that time

25% stake in a major- gas pipeline'--project .
Paul E. Debbas, CFA August 8 2008t)¢Piluted t.-&d. nonrec gain Qoss). 'O5,

gain (bsses) irdm dlsc ops:
4(10 OS 4 ' `0

dueport early-Nov.-(B) Div'ds historicaiiy.paid
mid Jan., Apr , Juty, & Oct,-e Div d einvesi.

Exch ESOP shs. (E) Rate base- Net orig. cost,
Rate ali'd on com. eq.: SDG&E in 08 11 1%;

,

Company's Financial Strength A
Stock's Price Stabilit¢); ( Q); p6 $121, . 7 (10$) 05

don 'tPS add due to roundvlg FleAtkgs to

an
avatL t Shareholder invest.. lan avaii.

(C) Incl lntan i '07 $3 56/ ^

. , .
SoCalGas in'03, 10.82%; earned on avg com

'

y 95
Price Growth Persistence 90. g. n : . sh, D) in miil.

2008, lue Ung Prb69̂hîng Inc is reseiVed. Factual matedel is oblained hom sources beleved to be
iE PUB^ 187^OT7 PdN31BLE ^

eq., 07: 14.2%. Regulatory Climate: Average.
reliable and is provided without warranties of anykind

EarningsPredictability 90
.^ (Y ERiiORS OR OMISSIONS HEREIN This publical on's str ctly lor subscnber's own, noncommerdal, mremal use. No partA maybe-ieprd0uced;' tesdd sbroi! or transmitted in any ptlnted elactionic th f To • • 800 - 8 33 00 46, , or o ^ onn, or used I6^ genarating or marketing any printed or electronic pubfic ation, service or orotlud.
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XCEL ENERGY NYSE .zE^ ---^p^
WENT 19x89 ^no 13e3(Medla^n 15A

) ^^^ 0.8 6 no 4.8% 1797
TIMELINESS 3 Lawered y16107 High:

_Low:
29 4 30.8 79
22.3 ?5.7 .9.3 1

-

300
161

318
242

28.5
5.1

17.4
1. J4

8 8'
1 5

20.2
16.5

23.6
17.8

25.0
19,15

22.9
19.d

Tar at Price Ra11919
SAFETY 2 Raised 5114104 LEGENDS

-- 0 89 x Dividends e sh . ^
.

2011 2012 2013

TECHNICAL 3 Raised 8/8108
BETA .80 11.00=Market)

!iv d§d by IMerest Ra1e
• .'ielahve Pnce Shenglh

2-for-1 split 6198

L14
^ _ . ,

64

48

Price Gain Return 24
High 25 (+25°.% !U%

• - 16Low 19 (; 4%
Insider Decisions 12

S 0 N 0 J F M A M Norehe States owerroauy 0 0 0 0 00001 - 8
opaoas- 0 0 0 0 0 0 0 1 1
to See o 0 0 0 0 0 0 0 0

%TOL RETURN 6108
- 6

Institutional Decisions TMts ^
?0?.Mâ 402Q07 '02888 Percent 9 STOCK ^a

to Buy 160 197 167 shares 61 1111 1tilill Lid .1 11. _ 1yr. 2.4 -18.0
to8e9 179 157 175 traded 3 _ 3yc 17.1 -11,3
NId4088) 269962 265057 254808 5 yr. 68.8 63.2
Xcel Energy was formed through the merger 1998 1999 2000 2001 2002 , 2003 2004 2005 2006 2007 2006 2009 ® VALUE LINE PU . INC 1-13
of Northern States Power and New Century 18.46 1842 34.11 43.56 23.89 19.90 20.84 23.86, 24.16 23.40 25.60 26.60 Revenues per sh 31.00
Energies on August 21, 2000. NSP stock- 430 413 4,12 5A9 3.14 3.35 3.27 3.28 3.61 3.45 3.75 3.90 "CashFlow"persh 4.75
holders received one share•of Xcel for every

'
..84.. - : 1;4^ 1.60 2_7 42 1.23 1.27 1.20 1.35 1.35 1.50 1.55 Earnings per sh A 2.00,NSP share, and NCE stockholders received 1.43 145 1.49 S0 1.13 .75 .81 .85 ..88 .91 .94 .97 Div'd Decl'd per sh a n 1.06

1.55 shares of Xcel for each NCE share. 2.99 13.87 3.63 7.40 6.04 2.49 3.19 3.25 4.00 4.89 4.90 .70 Cap'I Spending per sh 4.75
Data prior to 2000 reflect NSP.^ on•a siand- 16.25 16:42 16.37 ° 17.95 11.70 12.95 12.99 13.37 14.28 14.70 15.25 15.90 Book Value per sh c 18.50
alone basis and. are not comparable with 152.70 1554 339.79 345.02 398.71 398:96 400,46 403.39 407.30 428.78 430.00. . 432.00 Common She outsPg ' 438.00
Xcel data. 152 16.6 14.3 12.4 40.8 11.6 13.6 15.4 14.8 16.7 Bold B resare Avg A111111 PIE RaBo 115
CAPITAL STRUCTURE as of 3/31/0B 79 -95 93' .fi4` 2.23 .66 •:72 .82 80' ;g8 value tine RslaOve PIE Ratio .75
Total Debt $8259.3 mill. Due in 5 Yrs $3336.5 mill. 5.1% 6.1% 6.494- 5.3% 6.6% 5.2% 4.7% 4% 0%: 4:0%• e^ tes Avg Aen'1 Dhr'd Yield 4.8%
LT Debt $7139.8 mil(. L7 interest $464.1 mill.
Inr.1.'8,000;D00 sllares 7875% tax-deductible Trdst 2819.2 2869.0 11592' 15028 9524.4 17937.5 18345.3 9625,5 .9840.3 10034 11000 - 11500 Revenues ($mih) ISO".
Originated Preferred Securities, liquidation value 298•1 240•1 545.8 7.84.7 177.6 510.0 526.9 499.0 568.7 575.9 660: 680 NetProfd $m01 890
$25/share; 7,760,000 shares 7 60%, cumulative, 26.0% 21.6% 35.8% 28.2% 32.7 / t3.7% 23.2% 25.8% 24.2% 33.8% .33.5% 33.5% Income Tax Rate 33.5%
$25 par, $100 mill. 7B5% tax-deductibid Trust 5.3% - 2:5% -4'.4% '71% 467% 8.9%` I 10.9% 8.5% 9.8% 12.5% 16.0% 11.0% AFUDC%toNetProfit - 12.0%
Preferred Securities.
(LT interest earned: 2:9x)

39.9% 54.7%. 58:8qs • 66.7•
1

59.61% 55.39/6 55.0% 51.7% 52.1% 497% 52.5% 520% Long-Term Debt Ratio 51.0%

Leases; Uncapitalized Annual rentals $104.6 mill. 53.5% 40.5% 40,5% 32.8 6 39.5% 43.8% 441% 47.3% 47.0% 49.4% 46.5% 47.5% Common Equ ity Ratio 48.0%
Pension Assets-12/07 $3.19 bill. Oblig. $2 .66 bill, 4637.7 6316:2 13745 Ti189 11815 11790 11801 11398 12371. 12748 14100 14525 Total Cap .ital (SmiN) 16700
Pfd Stock $105.0 mill. Pfd Div'd $4.2 mill. 4395.2 4451.5 15273` 21165 18816 13667 14096 14696' 15549 16676 17825 18425 Nit Plant S1581 20900
1,049,800 shares $3.60 to $4.56, cumulative. $100 8.1% 5.4% 6.0% 6.0% :, 5.4% 6.1% 6.2% 6.2% 6.2% 6,31k 6.5% -6:5% Return on Total Cap'I 7.0%
par, callable $102.00 to $103 75. `10.7% 84'6 9.6% 12.5%. 3.7% 9.7% 9.9% 9.1 9.6% 9.0% 10.0% 10.0% Return on Shr. Equity 11.0%Common Stock 430 857,162 she' as of 4/208 11.p% "8 6% 9.79/o 12.6% '3.7% 9.8°4 96 0% 9 2% 9.7/0 9 1% 10.0% 10 0% Return on Coin Equity E 11 0%MARKET CAP: $8.6 billion (Large Cap

2.5% NMF -.9% ``4.3% NMF 3.9%
.

3:9%-
.

2.9% 3.6°
.

3.1 % 4.0%
.

4.0% Retained to Cbrn Eq
.

5.0%
ELECTRIC OPERATING STATISTICS

i0d5 2006 "D7
79% 100% 91%' 66% NMF ,60%: 62% .69% = 63% 66%a. 62% ' 62% All D'rY'ds to. Nit Prof" 53%

SCha ReW Saks(KWH) +3.6: +1.8' +2.0- BUSINESS: Xcel Energy Inc. s the parent of Northi.fnY States tric, 1.8 mill: gas. Electric- revenue breakd'own, '07: residential,
Avg. CblUse(IdWHI 150 153 153
Avg & IBeus parl^M (¢) 6C 22 6 56 6 57

power, which supplies power to Minnesot=, Wisconsin, North Dako- 29%;. commercial & indusVial, 52%; other, 19%. Generating. ., . . . •
CapadyatPeak(Idr^ NA NA NA
P kl S 'M 8 4 ^1

ta, South Dakota, Michigan; & gas to Minnesota, Wisconsin, North
Dakota & Miohi Public Service of Colorado which suzn lie

'sources not available. Fuel costs: 57% of revs. '07 reported deprec..
plor te: 3 Ha2% 1'0900 e e Ch i m P id t & CEOea aaQ wmner w) 20 5 ?55 21.tOB2 , „g , pp s a . . ye s_, a r an, res en rs m _

AnmalLoad Fadorl NA NA NA power & gas to Cclorado; & Southwestern Public Service, which Richard C. Kelty_ Inc.: MN. Address: 414 Nicollet Mall, Minneapolis,
%ChaogeCuslaners,yr-" -.4 +1.2 +.9 supplies power to Texas & New Mexico. Customers: 9'3 mill. elec= MN 65401. Tel.. 612=380-5500_ Internet: www.xcelenergy.com.
FucedlltatgeCov.1%j 23i 238 256 One'.of Xeel Energy's subsidiaries^ has recommending :a $4.9 'million increase. A`
ANNUAL RATES Past. Past Est'd'05-'07 filed a rate case. Southwestern Public decision- is expected this fall: Finally, P.=S.
of change (per sh) 10 Yrs. 5 Yrs,< - to'11•'13 Service. (SPS) is asking the Texas commis,-, of Colorado and, NSP (in Minnesota) are,
Revenues 2.5% -7.0% 4.5%

" sion for a tariff hike of $94.4 million (9.1%)
.

evaluating the need for rate filings.
Cash Flow Z.0% 3.5% 55%

Earnings -3.5^' -2:0"/ 7.5% based on a return of 11.25% on;a common- Rata relief` should continue drivingg
Dividends -4.5% -8-5% 3.0% equity ratio of 51.0%Q. SPS is also asking earnings growth. Besides the base rate
Book Value -1.0% -1.5% 4.5% for an interim rate increase of $18 million. increases that Xcel's utilities are receiving

Cal- QUARTERLY REVENUES($ m8L) - Full A Aral order is expected in early 2009. every year, the company also has rate
endar Mar.31 Jun.30 Sep-30, Dec.31 Yeat Other rate cases are pending or under riders that allow it to recover certain capi-
2005 2381 2074 2289--. 2882 9625. consideratio,xx In addition to the afore- tal investments without a full-blown rate
2006 2888 2074 2411 2467 9844.3 mentioned general rate case, SPS is seek- case. These will. amount to. an estimated
2007 2764 2267 2400 2603 10034 ing a wholesale tariff hike of $14.9 million $166 million this "year and $195 million in
2008 3028 2616 2700 2656 11000 (5.1%) based on a 12.2% return on equity 2009. We think that Xcel's 2008 share-
2009 3000 2750 2900 2850 11500 and a$16.6 million (6.3%a) increase in New earnings goal of $1.45-$1.55 is reasonable,
Col. EARNINGS PER SHARE A Full Mexico based on an 10.7% return on a and we look for' a modest bottom-line in-

endar Mar.31 Jun.30 Se .30 Des.31 Year common-equity ratio of 51.2%. The corim- crease'next year..
2005 31 18 .47 .24 ` 120 mission's staff is proposing an $$ millioq The board of directors increased the
2006 .36 .24 .53 .23 1.35 boost based on a 9.1% ROE, and a hearing-, annual dividend by $0.03 a. share
2007 .28 .16 .59 .31 1.35 examiner is recommending $12.6 million (3.3°,vj,` This' is in line'-with Rcel's"target of
2008 .35 .24 .60 .31 1.50 based on a 10.14% ROE. A ruling is ex- dividend growth of 2%-4% annually.
2009 .33 .28 .62 .32 1.55 pected this summer. P:S. of Colorado, , This stock offers an attractive yield
Cal. QUARTERLY DIVIDENDS PRII) a- Full which requested a wholesale increase of and decent dividend-growth poten-

endar Mar.31 Jun.30 SeD.30 Dec.31 Year $8.8 million based on an 11.5% ROE, set- tial. Although the heavy rate case sched-
2004 . 188 .188 .208 .208 .79 tled for a raise of $6.5 million, Northern ule raises regulatory risk, Xcel has
2005 208 -208 .215 ,215 .85 States Power (NSP) wants a$17.9 million managed the regulatory process ably, so
2006 .215 .215 .223 .223 .88 (12.2%) increase in North Dakota, based far. Prospective total returns over the-3- to
2007 .223 .223 .23 .23 .91, on an 10.75% return on a 51.77% common= 5-year period are unspectacular, however.
2008 .23 .23 .2';„8 equity ratio, but the commission's staff is Paul E.. Debbas; CFA August 8,. 2008

(A) Diluted EPS, Excl. ncrrac. loss: '02, $6.27; Oct. (B) D^,'ds histaricz!iy ')aid in mid- Jan., on com. eq.: MN 93, 11.47/, WI '08, 10.75%; Company's Financial Strength B++
gains (losses) on discont ops.: '03, 27¢; '04, Apr., July, and ^ R. a Ddrd reim+esz olan avail. CO '03 (elec.), 10.75%; CO 'O7 (gas) 10.25%, Stock's Price Stability 100
(80¢);'05,30;'06, 1¢.'06 &'07 EPS don't add (C) Ind. intang. in '07: $3.93/sh. (0) In mill , TX 86, 15.05%; earned on avg, com.. eq„ '07: Price Growth Persistence 5
due to rounding. Nezt earnings report due late Sidi. for spltt. (E) Rate base: varies. Rate all'd 9.5%. Regulatory Climate: Average. Earnings Predictability 45
® 2008,. daWe Line:PUbBshi r^g Ind. AN n^ reserved Factual material is obtained from sources beueved to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIhL F F0P Af;lY'c:?AORS OR 01:fiSSICNS liEREf.^L This pebli:ahon s smcily (cr subscr8m's own, non-commercial, internal use. No part • I •- % t t 7 t ^^•
;i d mav be reor:AOrac!. :e^:!^„ 'tom: n. ?nnsm;ned in soy printed eedro,.1c r oft; t.;•m or :•sed f^• :•_ :I:ny any printed or electronic publication, setvics or product.
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Washington, D.C. 20549

(Mark One)

W

Or

q

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Fiscal Year Ended Dec. 31, 2007

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d). OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission File Number 1-3034

Minnesota
(State or Other Jurisdiction' df
Incorporation or Organization)

414 Nicollet Mall,
Minneapolis, Minnesota

(Address of Principal Executive Offices)
55401

(Zip Code)

Registrant's Telephone Number, including Area Code (612) 330-5500

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

Registrant

Xcel Energy Inc.
(Exact name of registrant as specified in its charter)

41-0448030
"(I.R.S. Employer identification No)

Title of Each Class Name of Each Exchange on which Registered

Xcel Energy Inc. Common Stock, $2.50 par value per share New York
Xcel Energy Inc. Rights to Purchase Common Stock, $2.50 par value per New York

share

Cumulative Preferred Stock, $100 par value:

Xcel Energy Inc. Preferred Stock $3.60 Cumulative New York
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PART I

Item 1- Business

DEFINITION OF ABBREVIATIONS AND INDUSTRY TERMS
Xcel Energy Subsidiaries and Affiliates
(current andformer)

Cheyenne Cheyenne Light, Fuel and Power Company, a Wyoming corporation
Eloigne Eloigne Co., invests in rental housing projects that qualify for low-income housing tax credits
NCE New Century Energies, Inc.
NRG NRG Energy, Inc., a Delaware corporation and independent power producer
NMC Nuclear Management Company, a wholly owned subsidiary of NSP Nuclear Corporation
NSP-Minnesota Northern States Power Company,•a Minnesota corporation
NSP-Wisconsin Northern States Power Company, a Wisconsin corporation
PSCo Public Service Company of Colorado, a Colorado corporation
PSRI PSR Investments, Inc., a manager of corporate-owned life insurance policies
SPS Southwestem Public Service Co., a New Mexico corporation
UE Utility Engineering Corporation, an engineering, construction and design company
utility subsidiaries NSP-Minnesota, NSP-Wisconsin; PSCo, SPS
WGI WestGas Interstate, Inc., a Colorado corporation operating an interstate natural*gas pipeline
WYCO WYCO Development LLC
Xcel Energy Xcel Energy Inc., a Minnesota corporation

Federal and State Regulatory Agencies

CPUC Colorado Public Utilities Commission. The state agency that regulates the retail rates, services and other aspects of
PSCo's operations in Colorado. The CPUC also has jurisdiction over the capital structure and issuance of securities by
PSCo.

DOE United States Department of Energy
EPA United States Environmental Protection Agency
FERC Federal Energy Regulatory Conni."ion. The U.S. agency that regulates the rates and services for transportation of

electricityand natural gas; the sale of wholesale electricity, in interstate commerce, including the sale of electricity at
market-based rates; hydroelectric generation licensing; and accounting requirements for utility holding companies,
service companies, and public utilities.

IRS Internal Revenue Service
t3IPSC Michigan Public Service Commission. The state agency that regulates the retail rates, services and other aspects of

NSP-Wisconsin's operations in Michigan.
MPUC Minnesota Public Utilities Commission. The state agency that regulates the retail rates, services and other aspects of

NSP-Minnesota's operations in Minnesota. The MPUC also has jurisdiction over the capital structure and issuance of
securities by NSP-Minnesota.

NERC North American Electric Reliability Council
NMPRC New Mexico Public Regulation Commission. The state agency that regulates the retail rates and services and other

aspects of SPS' operations in New Mexico. The NMPRC also has jurisdiction over the issuance of securities by SPS.

NDPSC North Dakota Public Service Commission. The state agency that regulates the retail rates, services and other aspects of
NSP-Minnesota's operations in North Dakota.

NRC Nuclear Regulatory Commission. The federal agency that regulates the operation of nuclear power plants.
OCC Colorado Office of Consumer Counsel.
PSCW Public Service Commission of Wisconsin. The state agency that regulates the retail rates, services, securities issuances

and other aspects of NSP-Wisconsin's operations in Wisconsin.
PUCT Public Utility Commission of Texas. The state agency that regulates the retail rates, services and other aspects of SPS'

operations in Texas.
SDPUC South Dakota Public Utilities Commission. The state agency that regulates the retail rates, services and other aspects of

NSP-Minnesota's operations in South Dakota.
WDNR Wisconsin Department of Natural Resources
SEC Securities and Exchange Commission
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Electric, Purchased Gas and Resource
Adjustment Clauses

AQIR Air-quality improvement rider. Recovers, over a 15-year period, the incremental cost (including fuel and purchased
energy) incurred by PSCo as a result of a voluntary plan to reduce emissions and improve air quality in the Denver
metro area.

DSM Demand-side management. Energy conservation, weatherization and other programs to conserve or manage energy use
by customers.

DSMCA Demand-side management cost adjustment. A clause permitting PSCo to recover demand-side management costs over
five years while non-labor incremental expenses and carrying costs associated with deferred DSM costs are recovered
on an annual basis. Costs for the low-income energy assistance program are recovered through the DSMCA.

ECA Retail electric commodity adjustment. The ECA, effective Jan. 1, 2007, is an incentive adjustment mechanism that
compares actual fuel and purchased energy expense in a calendar year to a benchmark formula. It encourages cost
reductions through purchases of economical short-term energy. The ECA also provides for an $11.25 million cap on
any cost sharing over or under an allowed ECA formula rate. The ECA mechanism will be revised quarterly and
interest will accrue monthly on the average deferred balance. The ECA will expire at the earlier of rates taking effect
after Comanche 3 is placed in service or Dec. 31, 2010.

FCA Fuel clause adjustment. A clause included in electric rate schedules that provides for monthly rate adjustments to reflect
the actual cost of electric fuel and purchased energy compared to a prior forecast. The difference between the electric
costs collected through the FCA rates and the actual costs incurred in a month are collected or refunded in a subsequent
period.

GCA Gas cost adjustment. Allows PSCo to recover its actual costs of purchased natural gas and natural gas transportation.
The GCA is revised monthly to coincide with changes in purchased gas costs.

PCCA Purchased capacity cost adjustment. Allows PSCo to recover from customers purchased capacity payments to power
suppliers under specifically identified power purchase agreements not included in the determination of PSCo's base
electric rates or other recovery mechanisms. This clause expired in 2006. A new PCCA clause became effective Jan. 1 ,
2007, which permits recovery from retail customers for all purchased capacity payments to power suppliers. Capacity
charges are not included in PSCo's base electric rates or other recovery mechanisms.

PGA Purchased gas adjustment. A clause included in NSP-Minnesota's and NSP-Wisconsin's retail natural gas rate schedules
that provides for prospective monthly rate adjustments to reflect the forecasted cost of purchased natural gas and
natural gas transportation. The annual difference between the natural gas costs collected through PGA rates and the
actual natural gas costs is collected or refunded over the subsequent period.

QSP Quality of service plan. Provides. for bill credits to retail customers if the utility does not achieve certain operational
performance targets and/or specific capital investments for reliability. The current QSP for PSCo and SPS electric
utility expired in 2006. A new QSP for the PSCo electric utility provides for bill credit to customers based upon
operational performance standards through Dec. 31, 2010. The QSP for the PSCo natural gas utility expires December
2007.

SCA Steam cost adjustment. Allows PSCo to recover the difference between its actual cost of fuel and the amount of these
costs recovered under its base steam service rates. The SCA is revised annually to coincide with changes in fuel costs.

TCR Transmission cost recovery adjustment. Allows NSP-Minnesota to recover the cost of transmission facilities not
included in the determination of NSP-Minnesota's base electric rates in retail electric rates in Minnesota. The TCR was
approved by the MPUC in 2006 to be effective in 2007, and will be revised annually as new transmission investments
and costs are incurred.

Other Terms and Abbreviations

AFDC Allowance for funds used during construction. Defined in regulatory accounts as a non-cash accounting convention that
represents the estimated composite interest costs of debt and a return on equity funds used to finance construction. The
allowance is capitalized in property accounts and included in income.

ALJ Administrative law judge. A judge presiding over regulatory proceedings.
ARO Asset Retirement Obligation
BART Best Available Retrofit Technology
CO, Carbon dioxide
C20 Derivatives Implementation Group of FASB Implementation Issue No. C20. Clarified the terms clearly and closely

related to normal purchases and sales contracts, as included in SFAS No. 133.
CAIR Clean Air Interstate Rule
CAMR Clean Air Mercury Rule
CAPCD Colorado Air Pollution Control Division
COLI Corporate-owned life insurance
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decommissioning
The process of closing down a nuclear facility and reducing the residual radioactivity to a level that permits the release of
the property and termination of license. Nuclear power plants are required by the NRC to set aside funds for their
decommissioning costs during operation.

derivative instrument A financial instrument or other contract with all three of the following characteristics:
• An underlying and a notional amount or payment provision or both ,
• Requires no initial investment or an initial net investment that is s ll th ld berma an wou e required for

other types of contracts that would be expected to have a similar response to changes in market
factors, and

• Terms require or permit a net settlement, can be readily settled net by means outside the contract or
provides for delivery of an asset that puts the recipient in a position not substantially different from
net settlement

distribution
The system of lines, transformers, switches and mains that connect electric and natural gas transmission systems to
customers.

EPS Earnings per share of common stock outstanding
ERISA Employee Retirement Income Security Act
FASB Financial Accounting Standards Board
FTRs Financial Transmission Rights
GAAP Generally accepted accounting principles
generation

The process of transforming other forms of energy, such as nuclear or fossil fuels, into electricity. Also, the amount of
electric energy produced, expressed in megawatts (capacity) or megawatt hours (energy).

GHG Greenhouse Gas
JOA Joint operating agreement among the utility subsidiaries
LIBOR London Interbank Offered Rate
LNG Liquefied natural gas. Natural gas that has been converted to a liquid.
mai•k-to-rr,ar?;et - The process whereby an asset or liability is recogniied at fair value.
METk3' Meiropolitan'Emissions Reduction P-roject
MGP Manufactured gas plant
MISO Midwest Independent Transmission System Operator, Inc.
Moody's Moody's Investor Services Inc.
MPCA Minnesota Pollution Control Agency
native load'-

The customer demand of retail and wholesale customers whereby a utility has an obligation to serve: e.g.-, r4i obligation
to provide electric or natural gas service created by statute or long-term contract

natural gas
A naturally occurring mixture of gases found in porous geological formations beneath the earth's surface, :;ften in
association with petroleum. The principal constituent is methane.

NOx Nitrogen oxide
nonutility All items of revenue, expense and investment not associated, either by direct assignment or by allocation, with providingservice to the utility customer.
PBRP

Performance-based regulatory plan_ An annual electric earnings test, an electric quality of service plan and a natural gas
quality of service plan established by the CPUC.

PFS Private Fuel Storage, LLC. A consortium of private parties (including NSP-Minnesota) working to establish a private
facility for interim storage of spent nuclear fuel.

PUHCA Public Utility Holding Company Act of 1935. Enacted to regulate the corporate structure and financial operations of
utility holding companies.

PUHCA 2005 Public Utility Holding Company Act of 2005. Successor to the Public Utility Holding Company Act of 1935. Eliminates
most federal regulation of utility holding companies. Transfers other regulatory authority from the SEC to the FERC.

QF Qualifying facility. As defined under the Public Utility Regulatory Policies Act of 1978, a QF sells power to a regulated
utility at a price equal to that which it would otherwise pay if it were to, build its own power plant or buy power from
another source.

rate base The investor-owned plant facilities for generation, transmission and distribution and other assets used in supplying utility
service to the consumer.

ROE Return on equity
RTO Regional Transmission Organization. An independent entity which is established to have "functional control" ov r a, e

utility's electric transmission systems, in order to provide non-discriminatory access to transmission of electricity.

SFAS Statement of Financial Accounting Standards
SOz Sulfur dioxide
SPP Southwest Power Pool, Inc.
Standard & Poor's Standard & Poor's Ratings Services
TEMT Transmission and Energy Markets Tariff of MISO
TCEQ Texas Commission of Environmental Quality
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unbilled revenues Amount of service rendered but not billed at the end of an accounting period. Cycle meter-reading practices result in
unbilled consumption between the date of last meter reading and the end of the period.

underlying A specified interest rate, security price, commodity price, foreign exchange rate, index of prices or rates, or other
variable, including the occurrence or nonoccurrence of a specified event such as a scheduled payment under a contract.

VaR Value-at-risk
wheeling or transmission An electric service wherein high-voltage transmission facilities of one utility system are used to transmit power

generated within or purchased from another system.
working capital Funds necessary to meet operating expenses.

Measurements

Btu British thermal unit. A standard unit for measuring thermal energy or heat commonly used as a gauge for the energy
content of natural gas and other fuels.

Bcf Billion cubic feet
GWh Gigawatt hours
KV Kilovolts
KW Kilowatts (one KW equals one thousand watts)
Kwh Kilowatthours
Mcf Thousand cubic feet
MMBtu One million Btus
MW Megawatts (one MW equals one thousand KW)
Watt A measure of power production or usage.
Volt The unit of measurement of electromotive force. Equivalent to the force. required to produce a current of one ampere

through a resistance of one ohm. The unit of measure for electrica.iptrter.tial. Generally measured in kilovolts or KV

6
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COMPANY OVERVIEW

Xcel Energy is a holding company, with subsidiaries engaged primarily in the utility business. In 2007, Xcel Energy's continuing operations included the activity of four
wholly owned utility subsidiaries that serve electric and natural gas customers in eight states. These utility subsidiaries are NSP-Minnesota, NSP-Wisconsin, PSCo and
SPS. These utilities serve customers in portions of Colorado, Michigan, Minnesota, New Mexico, North Dakota, South Dakota, Texas and Wisconsin. Along with
WYCO, a company formed to develop and lease new natural gas pipeline and compression facilities, and WGI, an interstate natural gas pipeline company, these
companies comprise the continuing regulated utility operations.

Xcel Energy was incorporated under the laws of Minnesota in 1909. Xcel Energy's executive offices are located at 414 Nicollet Mall, Minneapolis, Minn. 55401. Its
web site address is www.xcelenergy.com. Xcel Energy makes available, free of cha'rge through its web site, its annual report on Form 10-K, quarterly reports on
Form 10-Q and current reports on Form 8-K as soon as reasonably practicable after 'such material is electronically filed with or fumished to the SEC. In addition, the
Xcel Energy guidelines on Corporate Governance and Code of Conduct are also available on its web site.

As discussed in detail in the Management's Discussion and Analysis section, environmental leadership is a core strategic priority for Xcel Energy. Our environmental
leadership strategy is designed to meet customer and policy maker expectations while creating shareholder value. We have established a highly effective environmental
compliance program and have produced an excellent compliance record. Moreover, we pursue environmental policy initiatives that promote our environmental
leadership and provide growth opportunities. Among other things, Xcel Energy is ix national leader in voluntary emission reduction programs, the nation's largest retail
utility wind energy provider and a leader in innovative technology, energy efficiency and conservation and customer-driven renewable energy programs. In 2007, Xcel
Energy filed resource plans in two of its operating service territories that will result in a significant reduction in CO, emissions, while meeting growing customer
demand at a reasonable price. Through our environmental leadership strategy, we are well-positioned to meet the challenges of potential future climate change
regulation, comply with the renewable energy mandates and take advantage of the clean energy incentives created by policy makers in the states in which we operate.

NSP-Minnesota

NSP-Minnesota was incorporated in 2000 under the laws of Minnesota. NSP-Minnesota is an operating utility engaged in the generation, purchase, transmission,
distribution and sale of electricity in Minnesota, North Dakota and South Dakota. The wholesale customers served by NSP-Mir.nesota comprised approximately
10-percent of the total sales in 2007. NSP-Minnesota also purchases, transports, distributes and sells natural gas to retail customers and transports customer-owned
natural gas in Minnesota and North Dakota. NSP-Minnesota provides electric utilityr.service to approximately 1.4 million customers and natural gas utility service to
approximately 0.5 million customers. Approximately 90 percent of NSP-Minnesota's retail electric operating revenues were derived from operations in Minnesota
during 2007. Generally, NSP-Minnesota's earnings comprise approximately 40 percent to 50 percent of Xcel Energy's consolidated net income.

The electric production and transmission system of NSP-Minnesota is managed as an integrated system with that of NSP-Wisconsin, jointly referred to as the NSP
System. The electric production and transmission costs of the entire NSP System are shared by NSP-Minnesota and NSP-Wisconsin. A FERC-approved agreement
between the two companies, called the Interchange Agreement, provides for the sharing of all costs of generation and transmission facilities of the NSP System,
including capital costs.

NSP-Minnesota owns the following direct subsidiaries: United Power and Land Co., which holds real estate; and NSP Nuclear Corp., which owns NMC.
NSP-Wisconsin

NSP-Wisconsin was incorporated in 1901 under the laws of W'isconsin. NSP-Wisconsin is an operating utility engaged in the generation, transmission, distribution and
sale of electricity in portions of northwestern Wisconsin and in the western portion of the Upper Peninsula of Michigan. The wholesale customers served by NSP-
Wisconsin comprised approximately 8 percent of the total sales in 2007. NSP-Wisconsin also purchases, transports, distributes and sells natural gas to retail customers
and transports customer-owned natural gas in the same service territory. NSP-Wisconsin provides electric utility service to approximately 246,000 customers and
natural gas utility service to approximately
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102,000 customers. The management of the electric production and transmission system of NSP-Wisconsin is integrated with NSP-Minnesota, as discussed previously.
Approximately 98 percent of NSP-Wisconsin's retail electric operating revenues were derived from operations in Wisconsin during 2007. Generally, NSP-Wisconsin's
earnings comprise approximately 5 percent to 10 percent of Xcel Energy's consolidated net income.

NSP-Wisconsin owns the following direct subsidiaries: Chippewa and Flambeau Improvement Co., which operates hydro reservoirs; Clearwater Investments Inc.,
which owns interests in affordable housing; and NSP Lands, Inc., which holds real estate.

PSCO

PSCo was incorporated in 1924 under the laws of Colorado. PSCo is an operating utility engaged primarily in the generation, purchase, transmission, distribution and
sale of electricity in Colorado. The wholesale customers served by PSCo comprised approximately 24 percent of the total sales in 2007. PSCo also purchases,
transports, distributes and sells natural gas to retail customers and transports customer-owned natural gas. PSCo provides electric utility and natural gas utility service to
approximately 1.3 million customers. All of PSCo's retail electric operating revenues were derived from operations in Colorado during 2007. Generally, PSCo's
earnings comprise approximately 40 percent to 50 percent of Xcel Energy's consolidated net income.

PSCo owns the following direct subsidiaries: 1480 Welton, Inc., which owns certain real estate interests for PSCo; and Green and Clear Lakes Company, which owns
water rights. PSCo also owned PSRI, which held certain former employees' life insurance policies. Following settlement with the IRS during 2007, such policies were
terminated. PSCo also holds a controlling interest in several other relatively small ditch and water companies.

SPS

SPS was incorporated in 1921 under the laws of New Mexico. SPS is an operating utility engaged primarily in the generation, purchase, transmission, distribution and
sale of electricity in portions of Texas and New Mexico. The wholesale customers served by SPS comprised approximately 38 percent of the total sales in 2007. SPS
provides electric utility service to approximately 388,000 customers. Approximately 76 percent of SPS' retail electric operating revenues were derived from operations
in Texas during 2007. Generally, SPS' earnings comprise approximately 5 percent to 10 percent of Xcel Energy's consolidated net income.

Other Subsidiaries

WGI was incorporated in 1990 under the laws of Colorado. WGI is a small interstate natural gas pipeline company engaged in transporting natural gas from the PSCo
system near Chalk Bluffs, Colo., to the Cheyenne system near Cheyenne, Wyo.

In 1999, WYCO was jointly formed with a subsidiary of El Paso Corporation to develop and lease new natural gas pipeline and compression facilities. Xcel Energy
plans to invest approximately $151 million in WYCO between 2007 and 2010. The WYCO pipeline project is expected to begin operations in 2008 and the WYCO
storage project is expected to begin operations in 2009. The new pipeline and storage projects will be leased to Colorado Interstate Gas Company, a subsidiary of EI
Paso Corporation. The terms of the lease agre;;ment for the new pipeline and storage projects will be based on FERC regulation and it is anticipated that they will be
approved by the FERC as a component of the certificate filing to be made by the Colorado Interstate Gas Company.

Xcel Energy Services Inc. is the service company for the Xcel Energy holding company system, where corporate financing activity occurs. Generally, Xcel Energy
Services, Ine.'s losses comprise approximately 5 percent to 10 percent of Xcel Energy's consolidated net income.

Xcel Energy's nonregulated subsidiary in continuing operations is Eloigne, which invests in rental housing projects that qualify for low-income housing tax credits.

See financial information regarding the segments of Xcel Energy's business at Note 18 to the consolidated financial statements.

In the past, Xcel Energy had several other subsidiaries that were sold or divested. For more information regarding Xcel Energy's discontinued operations, see Note 3 to
the consolidated financial statements.
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Xcel Energy conducts its utility business in the following reportable segments: regulated electric utility, regulated natural gas utility and all other. Comparative segment
revenues, income from continuing operations and related financial information for fiscal years 2007, 2006 and 2005 are set forth in Note 18 to the accompanying
consolidated financial statements.

Xcel Energy focuses on growing through investments in electric and natural gas rate base to meet growing customer demands, environmental and renewable energy
initiatives and to maintain or increase reliability and quality of service to customers. Xcel Energy files periodic rate cases with state and federal regulators to earn a
return on its investments and recover costs of operations. For more information regarding Xcel Energy's capital expenditures, see Note 15 to the consolidatta financial
statements.

369



ELECTRIC UTILITY OPERATIONS

Electric Utility Trends

Overview

Climate Change and Clean Energy - Like most other utilities, Xcel Energy is subject to a significant array of environmental regulations focused on-many different
aspects of its operations. There are significant future environmental regulations under consideration to encourage the use of clean energy technologies and regulate
emissions of GHGs to address climate change. Xcel Energy's electric generating facilities are likely to be subject to regulation under climate change policies introduced
at either the state or federal level within the next few years. Several of the states in which we operate have proposed or implemented clean energy policies, such as
renewable energy portfolio standards or DSM programs, in part designed to reduce the emissions of GHGs. Congress and federal policy makers are considering climate
change legislation and a variety of national climate change policies. Xcel Energy is advocating with state and federal policy makers for climate change and clean energy
policies that will result in significant long-term reduction in GHG emissions, develop low-emitting technologies and secure, cost-effective energy supplies for our
customers and our nation.

While Xcel-Energy is not currently subject to state or federal limits on its GHG emissions, we have undertalcer a nu;;sbyr Qf initiatives to prepare for climate change
regulation and reduce our GHG emissions. These initiatives include emission reduction programs, energy efficiency and conservation programs, renewable energy
development and technology exploration projects. Although the impact of climate change policy on Xcel Energy will depend on the specifics of state and federal
policies and legislation, we believe that, based on prior state commission practice, we would be granted the authority to recover the cost of these initiatives through
rates.

Additional information regarding climate change and clean energy is presented in the Management's Discussion and- Analysis section.

Utility Restructuring and Retail Competition - The FERC has continued with its efforts to promote more competiti*m wholesale markets through open-access •
transmission and other means. As a consequence, Xcel Energy's utility subsidiaries and their wholesale customers car. purchase from competing wholesale r,uppliers and
use the transmission systems of the utility subsidiaries on a comparable basis to the utility subsidianes' to sei ve then native load.

Xcel Energy supports the continued development of -wholesale competition and non-discriminatory wholesale open access transmission services. Xcel Energy will
continue to work with the SPP on RTO development for the Texas Panhandle region and the incorporation of independent transmission operations to insure non-
discriminatory open access. Xcel Energy is also still pursuing strengthening its transmission system internally to alleviate north and south congestion within the Texas
Panhandle and other lines to increase the transfer capability between the Texas Panhandle and other electric systems.

One state served by Xcel Energy's utility subsidiaries has implemented retail electric utility competition. In 2002, TeaA's implemented retail competition, but it is
presently limited to utilities within the Electric Reliability Council of Texas (ERCOT), which does not include SPS: 11^:ider current law, SPS can file aplan to
implement competition, subject to regulatory approval, in Texas. Local market conditions and political realities must be considered in proposing the transition to
competition. Xcel Energy has been unable to develop a plan for the Texas Panhandle to move toward competition that `would be in the best interests of its customers As
a result, Xcel Energy does not plan to propose retail competition in the Texas Panhandle until required by law. New Mexico repealed its legislation related to retail
electric utility competition.

In 2002, NSP-Wisconsin began providing its Michigan electric customers with the opportunity to select an alternative electric energy provider. To date, no NSF.
Wisconsin customers have selected an alternative electric energy provider.

Xcel Energy's retail electric business faces competition as industrial and large commercial customers have the ability to own or operate facilities to generate their own
electricity. In addition, customers may have the option of substituting other fuels, such as natural gas or steam/chilled water for heating, cooling and manufacturing
purposes, or the option of relocating their facilities to a lower cost region. While each of Xcel Energy's utility subsidiaries faces these challenges, their rates are
competitive with currently available alternatives.
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