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Vectren was formed on March 31, 2000
through the merger of Indiana Energy and
SIGCORP. The merger was consummated
with a tax-free exchange of shares and has
been accounted for as a pooling of interests,
Indiana Ener%y common  stockholders

eclren common share for
each share held. SIGCORP stockholders
exchanged each common share for 1.333
common shares of Vectren. Data prior to the

received one

merger are.pro forma,

& @
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CAPITAL STRUCTURE as of 3/31/08-

Total Debt $1634.5 mill. Due in 5 Yrs $45.9 mill,
LT Debt $1329.1 mill. LT Interest $72.2 mill,

2004 12005 _ SVALUELINE FUB,, ING)|
226 | 26.62
77| 387 “Cash Flow” per sh,
142 181
115 ] 119 Div'd Decl'd per sh e}
366 | 3.04 Cap'l Spénding per sh
1442 ] 1501 | Book Value per sh ¢
| 7590 | 76.19 C
176 | 151 Avg Ann'] PE Ratio
93 .80
46% | 44% Avg Ann'| Div'd Yield
1689.8 | 2028.0

108.0 ; 1368

: ! 24.4%
(LT interest eamed: 4.0%) 30% | 1.4% AFUDC % to Net Profit
Pension Assets-12/07 $211.8 mill. Oblig. $249.6 51.2% Long-Term Debt Ratio
mill. 238% Common Equity Ratio.
21115 [ 23413 Total Capital ($miff)
Pfd Stock None 21562 | 22519
72% 7.0% (Retum on Total CapT’
12.0% 11.0% |Retum on Shr. Equity
Common Stock 76,357,338 shs. as of 4/30/08 9.9% | 12.0% 11.0% |Retum on Com Equity £
MARKET CAP: $2,4 billion (Mid Cap) 4.0% 3.5% [Retainedto Com Eq
ELECTRIC OPERATING STATISTICS _ 66% 69% |All Div'ds to Net Prot
% Change Ret Sas ] 2,,930; BUSINESS: Vectren is a hoiding company. formed thiough the  Gas, 82%. Fuel costs; elect, 36%; gas, 69%, Also.
Ay, u;e% 24074 23289 | merger of Indiana Energy and SIGCORP. Supplies electricity and  related products and services and has an inve:
Avg. Indust, Revs. (G 4.64 5.50 | gas fo an area nearly two-thirds of indiana. Owns gas plant age: electric, 10 years. ‘07 deprec. rate: 3.6%. Has
m sPHk }ggg 13217 distribution assets in Ohio. Has of 1,140,000. 3,579 employees. Chairman & CEO: Niel C. Ellerbrook. President:
Aonwal Load Facior 612 60.6 ) revs: resid., 36% (67%); commer., 25% (27%); in-  Can Chapman. Inc.: IN. Address: 20 Northwest 4th St,, Evansville,
%Changem&md) +6 +9 ), other, 8% (Nil). Revenue sources: Elect, 18%; Indiana 47741. Tel: 812-465-5300. Intemet: www.vectreh. com,
Fied harge Cov, (%) 250 254| Veectren is adding to its generating -operations incurred a small loss in the
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; - % 7.5%
“Cash Flow” -~ 5.0% 4.0%.
Eamings - 55% 35%
Dividends .- 35% 3.0%
Book Value -~ 45% 3.5%
Cal- OUARTERI.YHEVENUES(SMII.) Full |
endar | Mar.31 Jun. 30 Sep.30 Dec.31| vear
2005 | 6772 3262 3108 713.8] 2028,
2006 ( 7745 3175 3405 6091 2041,
007 | 8340 4217 3814 644.8] 2281,
2008 | 9021 420 429 7079 2500
2009 |- %60 530 480 2740
Cal- EARNINGS PER SHARE A Full
endar | Mar31 Jun. 30 Sep. 30 Dec.31| Year
. 2005 A4 18 2 181
2006 | .76 C6 16" 144
2007 8 21 22 1.83
2008 B84 20 2 185
2009 90 20 20 . 195
Cal OUARTEHI.YDMDENDSPM"# Fuil
ender |Mar31 Jun.30 30 Dec.31] Year
2004 1265 285 285 1.15
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1992 | 199371994 [ 1995 1996 | 19977 1998 | 1999 2000 [ 2001 2002 | 2003 2004 {2005 | 2006 | 2007 2008 {2009 ©VALUELINE PUB,, INC] 11-13
1505 1561 1593 5.8 1588 1586 1713 19,11 2828 | 3404 | 3220 | 2424 2933 | 3262 | 3497 3624 3890 | 4145 Revenues per sh 49.50 |
3221 3847 381 4281 425| 2906{ 413 453 ) 448 544 s568| 57 5161 578 580 597 5.90| 6.60 “Cash Flow" per sh 850
167 181 167] 213 197 S41 165{ 188 108 184 232 22 1851 256 | 264| 284 280 325 Earnings per sh A 425
1291 134! 140 146 1,51 154| 156 156 ) 137 80 80 80 83 88 R 100 1.8 1.4 Div'd Decl'd per sh Batl 160
INT 38T 271 285 353 393 3B | 444 5297 603 507 58 5701 679 83| 1056| 10.45 7.20 't Spending per sh 7.25
1497 1567 1601| 16.89 1742| 1851| 1646 | 16.89 1700 | 1781 1844 | 1992 2131 | 2291 | 24701 2650 27.95 | 29.65 Book Value per.sh ¢ . 36.00
103.09 [ 105.32 | 108.94 | 110.82 111.68 | 112.87| 11561 | 118.90 118.65 | 71542 [ 116,03 | 11843 116.89 111698 | 116.07 | 116,04 117.00 | 117.00 Eommonﬁ'sm‘gﬁ 117.00
156 152 82] 1311 343 473 80| 133 W87 129 105 [ 1247 75 1451 %601 165 | Bord figlres are Avg Ann'T PFE Ratio 125
95 80 100 .88 80 273 94 J6 12 .62 57 il 92 N4 86 87| Vaueline |polutive pE Ratio 85
S0%| 46| 55%| 52% | 54%| 60%| 5% | 6 68% | 36% | 33% | 28% | 26% | 24% | 229 21% | Cstmetes | p g Ann'l Divd Yield | 3.0%
C_APITALSTRUCTUR.E as of 3/31/08 . 19800 | 22726 | 33547 39285 | 3736.2 | 4054.3 | 3431.1 38155 | 30864 | 42378 4550 | 4850 Hevmues(Wll) 5800
Total Debit $4383.6 mil. Due in 5 Yrs $1940.9mill. | 1993 | o8¢5 1320 | 2188 2708, 2692 | 2210 | 3048 | 9137 3877 335 385 |NetProfit ($mi) 500
:;‘?;f;fﬁ?fc’:g:mg'l';‘;’::'$‘7&5 ™ T | %ee% | darw [ 409% 3 s 37.5% 1 32.9% | 358% | 38.1% | 30.0% | 30.0% [Income Tax Rate 3.0%
(LT intorest eamed. 3.2y ' ST% | 58% | 123% | 69% | 1% | 69% | 100% | 125% | 190% | 238% | 180 13.0% |AFUDC % to Net Profit | 0%
Leases, Uncapitalized Annual rentals $37 0 mi. 47.5% | 48.8% | 58.9% | 62.2% 59.8% | 50.9% | 56.2% | 52.8% 51.3% | 50.3% | 51.5% | §1.5% Lorig-Term Debt Ratic | 48.5%
51.7% | 45.9% | 40.5% | 37.2% 39.6% | 39.6% | 43.3% | 46.7% | 48.2% 49.2% | 48.0% | 48.0% (Common Equity Ratlo | 51.0%
Pension Assets-12/07 $1.01 bill. Oblig. $1 16 bill. [ 358251 43725 4879.9 | 55238 [ 5400.3 | 5963.3 | 57623 | 57415 | 59928 6302.1| 6825 7225 Total Capital ($mili) 8275
;;gg(')%e;;\gag.gl;&"'ﬁmmp:rngﬁasb:ézagI:m. 132384 | 3846.6 | 41524 | 41880 4398.8 | 5026.1 | 5003.1 | 6362.9 70525 | 7681.2 | 6545 9000 Net Plant ($mil)) 10225
44498 she 6%, $100par. | 66K 67% | a7% T ST 7i%T oo S6% | 70% [ 68% | 70% | 65% | 7.0% [Retum on Tolal CapT | 75%
Common Stack 116,927 953 shs. OB | 103% | 6% | 105% | 125% [ 11.3% | 88% | 112% | 107% | 108% 10.0% | 11.0% |Retumnon Shr. Equity | 12.0%
9.9% | 109% | 65% | 10.6% [ 12.6% 1.4% | 88% | 11.3% | 108% | 109% 10.0% | 11.0% Return on Com Equity E| 120%
MARKET CAP: $5.6 billion (Large Cap) %) 19% [ NMF | 60% | 83% | 7.4% | 49% | 75% T1% | 7.1% [ 65% | 7.0% [Reteined to Com Eq 75%
ELECTRIC OPERATING STATISTICS 94% | 84% | NMF | 43% | 35% 3% | 45% | 34% | 35% | 5% 8% 30% Al Div'ds to Net Prof 37%
4 Pt Sees (OWH) i‘g’g 2288 5020'21 BUSINESS: Wisconsin Energy Corporation (WEC) is a holding  industrial, 32%; large comm’l & indl, 25%; other, 9%, Generating
Am U*ngw 16578 NA NA | company for We Energies, which provides electric, gas & steam  sources, '07- coal, 54%; nuclear, 17%; gas, 6%; hydro, 1%; purch.,
Avg. Indust. Revs, U] 515 580 6.02 | service in Wt & upper M. Customers: 1.1 mil. elec., 1 mill. gas. 22%. Fuel costs: 48% of revs. '07 reported depr. rate (utility): 3.7%.
¢ wu}ﬁﬁm ) 63’22 o m Acqd Edison Sault Electric 5/98; WICOR 4/00. Discontinued pump-  Has 5,000 empls. Chairman, Pres. & CEO: Gals E. Kiappa, Inc.:
Airwa! Load Facker NA NA NA | Manufacturing ops. in ‘04, Sold Point Beach nuclear plant in '07. Wi Address: 231 W Michigan St.. P.Q. qu 2949, Milwaukee, W)
% Change Cusiomes (y-snd) +1.0  +9  +2 | Electric rev. breakdown, '07: residential, 34%. small commercial & 53201, Tel- 414-221-2345, Intemet: Www.wisconsinenergy.com
Wisconsin Energy has received some placed in the rate base via a general rate
mc;v“(;‘)ss Past 27;ast Zg'd 052 5:7 good lews concerning the. coal-fired or_dgr that took effect earlier this year. .
ofchange persh)  10¥rs,  SVrs. fo'113 | Umits it is building under its “Power Rising fuel costs are a problem. Unlike
Revenues 80% 15% 65% |the Future” program. Under the pro- in most states, the fuel-adjustment me.
~Cash Flow" 45% 25% 65% gram, the company is building two gas- chanism in Wisconsin is cumbersome and
5%.’-’&2‘5'35 j'g& _?‘8% g:g%,g fired and two coal-fired units that a non- does not allow utilities to defer unre-
Book Value 40% 70% 65% utl;]llity Slgiiil(;iary l;vill own and lealalse tio i;:f '(ifi.lvere | 1;lflv.;‘el a.l}:ld purchased-power cots.
r utility sibling.- Fo owing yet another lega: us, utilities have some exposure when
eﬁ::, M'Q,%mﬁkv&wggg%“m)a, \’!::a':' challenge against the coal plants, the com- fuel costs are rising, as they are now.
2005 (10847 7885 7973 11350 |agi55] Pany received a draft modified permit for Despite the fact .that the commission
2006 (12470 8144 8393 10952 39964 | the pollutant discharge elimination system g'ranted the utility an interim rate hike of
2007 1301.1 9065 8815 11487 |42373 | it is installing. The final permit is expect- 76.9 million to recoup higher fuel costs,
2008 114318 950 950 12182 (4550 | ed this summer. This wouldn’t preclude Wisconsin Energy estimated in late April
2009 11525 1000 1025 1300 4850 | further litigation against the coal units, that it would swallow $20 million-$40 mil-
p—y EARNINGS PER SHARE A Fal however. . . lion of these expenses in 2008—and prices
endar |Mar31 Jun30 Sep.30 Dec.31| vear | TWO projects began commercial oper- have become even higher since then. Ac-
2005 7% 48 56 77 | 255] ation in the second quarter. The second cordingly, we havg not raised our 2008
2008 a8 50 60 65 264 | of the two _gas-ﬁx.'ed units is now running. share-earnings estunat?, which is at the
2007 ‘85 49 70 80 | 284 This is benefiting Wisconsin Energy’s low end of management’s targeted range of
2008 | 104 46 .50 .80 | 280| earnings because the aforementioned lease $2.80-$2.90, despite the fact that March-
009 | 110 55 65 .95 | 325! is designed to produce a very healthy period profits exceeded our estimate,
Cal- | QUARTERLY DVIDENDSPAIDB st | gy | 12.7% return on equity. (Assuming that We continue to tl}ink. that this stock is
endar IMar31 Jun.30 Sep.30 Dec3i| Year | the first coal-fired unit enters commercial overvalued. Its yield is not only well be-
200 | 20 o 21 21 | g3| operation on schedule in September of low average for a utility, it’s barely above
20| 2 » o 4 ‘88| 2009, this will boost the company’s earn- the median for all dividend-paying stocks
006 | 23 25 3 23 92| ing power even more.) Sepa_ratgly, a wind under our coverage. Total return potential
007 |5 25 5 25 100 project was completed. This is a tradi- to 2011-2013 is unimpressive, too.
2008 | 27 o7 tional utility Investment, and as such was Poyl B Debbas, CFA June 27, 2008

(A) Diluted EPS. Excl. nonrec, gains (losses);
99, (9¢); ‘00, 19¢ net; '01, 1¢ net: 02, (88¢);
‘03, &200:) net; ‘04, (81¢); gains on disc. ops.:
‘04, $1.54;

 '05, 4¢; '08, 4¢. '05 & '06 eamings | pla
© 2008, Value Line Publishing, inc. All fights reserved. Factual material is obtained from sources believed to be reliahlo and is provided without warranties of any king.
THE PUBLISH| SD'PONSIBLE FOR ANY ERRORS i

of it may be reproduced, resold, stored’or itted

ER IS NOT RE!

don't add due to rounding, Next eamings report (C} Incl. intang. In ‘07" $12.00/sh. (D) In mitl.
dus early Aug. (B) Div'ds historically paid in

early Mar., June, Sept., Dec. = Divd reinvest.
n avail. + Shareholder invest. plan avail,

Compang’s Financial Strength B++
Stock’s Price Stability 100
Price Growth Persistence 75
Earnings Predictability 75

be call 1-800-833-0046.

(E) Rate base: Net orig. cost. Rate allowed on
com. eq. in '08: 10.75%; eamed on avg. com.
eq., '07: 11.1%. Regulat. Climate: Above Avg.
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007 4020 008 | poreory o N ] STOCK  INDEX |
toBuy 57 87 941 chares - () 2 " T 1y, 102 480 [
to Sell B9 53 70 | traded 3 3yr. 69 13 [
Hid's{000) 26611 27714 30608 j { Syr. 380 632
1992 | 1993 [ 1994 1995 | 1996 ] 1997 1998 | 1999 | 2000 [2001 | 2002 [ 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 ©VALUE LINE PUB, INC] 11-13
2083| 084) 0741 2176| 228 295| 212 | 2864 2605 2426 | 2246 | 2349 | 2385 | 2736 | 021] 3040 | 3450] 3485 | Revenues persh | 3075
2.51 2231 2521 2713] 281 3.01 328| 335 308| 2333} 35| 354 300 32 319 30 300| 3.60]“Cash Flow” per sh 4.00
127 119 130 1.33 1.30 1.38 148 1.45 127 160 | 162 158 1.36 1.46 133 111 1.10}  1.65 |Eamings persh A 200
1.13 115 197 119 1.2 1.22 1.24 1241 124 124 | 124 124 124 1.24 124 124 1.24| 1.4 |Div'd Decl'd per sh®wt 1.30
) 403 4.06 350 8271 333] 231 260 209] 204 177 1] 235 2866 278 258 | 262| 4710 345|Capl Spending per sh 275 |
11.06| 1162| 11.90] 1225| 125 1277 1287 1316 | 1272 | 1306 | 1421 | 1436 | 1501 | 1502 | 13.44| 1529 15.10 |  15.40 | Book Value per sh © 17.00
4952 55351 57.37 5955 | 61.71] 6379 6423 [ 6443 | 6598 | 71.00 | 7360 | 7584 8069 | 80.98 ] B8146| 6343 4550 87.50 |Common Shs Oulst'g © | 9.00
153 155 125[ 135 137 132 134 121 129 118 135 138 19.2 183 2031 216 | Boid iglres are |Avg Ann'l PIE Ratio 120
93 92 82 90 86 76 70 .69 B4 60 74 79 1.01 97 110 1143 ValueiLine | Relative P/E Ratio 80
58%| B2%| 7.2%| 66%| 68%| 67%| 62% | 71% | 7.5% 6.6% | 5.7% | 57% | 48% | 46% | 46% | 52% Avg Ann'l Div'd Yield 5.5%
CAPITAL STRUCTURE as of 3/31/08 14852 | 15233 | 1719.0 | 1727.3 { 16537 | 1781.3 | 1924.1 | 22156 24609 | 25364 | 2950 | 3050 |Revenues (Smilf) 3450
Total Debt $1401.3 mil Due in§ Yrs $465.0mil. | 1132 111.1| e46/| 1098 1202 | 1201 | 1096 | 1203 | 1099) 936 50| 145 |Net Profit {$mill 175
LT-Debt 57152.0mil. = LT Interest $63.0mill 335% | 339% | 41.6% | 346% | 34.6% | 34.9% | 45.6% | 96.4% | 365% | 35.4% | 30.0% | 39.0% |income Tax Rate 0%
Incf. $50 miill. 6.5% oblig. pfd. sec. of trust subsid. ) " ' ' o g - o | o y : ; e
(LT intorest eamed:2.9%) 142% | 61% | O8% | 5% | 48% | 51% | 76% | 59% | 84% | 83%1 16.0% | 14.0% |AFUDC %loNetProfit | 50%
Pension Assets-12/07 $907.3 mill. Oblig. $998.6 | 44.7% | 47.2% | 584% | 569% | 52.0% | 48.6% | 47.6% | 45.0% | 49.9% | 47.6% | 48.5% 47.5% |Long-Term Debt Ratio' | 45.0%
mill. y ) 43.1% | 414% | 39.9% | 41.6% | 46.5% | 49.8% | 51.0% 53.3% | 4856% | 51.0% | 50.0% | 51.0% {Common Equity Ratio 54.0%
Ptd Stock $3¢.31m|ll. , l;"fd Div'd $2.0 mill. 19189 | 2049.5 [ 21012 | 22358 | 2251.0 | 2186.9 | 2375.1 | 2283.9 | 2252.7 | 25018 2575 | 2635 |Total Capﬂil]SMH!) 2800
;;‘}1141'23703353';*5{‘;;:;”55/;“&%2 par ‘-;"(-)320 Yo | 20934 | 2086.2 | 2091.3 | 20675 | 20793 | 28119 | 24223 | 25428 | 26475 | 27434 2925 3055 | Net Plant ($mill) 225
Sinking fund ends 2018, e T4% ) 68% | 5% | 67% [ 73% [ 73% | 60% | 68% | 64% | 52% | 5.0%| 7.0% [ReturnonToteiCapl | 75%
Common Stock 84,077 675 shs. 107% | 103% | 97% | 14% | 11.1% | 10.7% | 88% | 96% | 97%| 7.0% | 7.0% | 10.5% |RetunonShr.Equity | 115%
as of 4/30/08 . - 114% | 110% | 9.8% | 11.6% | 11.3% | 10.8% | 89% | 9.7% | 99% | 7.2% 7.0% | 10.5% |Return on Com Equity €| 11.5%
MARKET CAP:'$2.1 billion (Mid Cap) 181 5% | 1.7% | 44% | 43% | 39% | 19% | 15% | 7% | £%| NMF| 25% Retained toCom Eq A0%
| ELECTRIC OPERATING STATISTICS B7% | 88% | B84% | 63% | 63% | 64% | B7% | B85% | 93% | 8%% | 114% 75% | AllDiv'ds to Net Prof 67%
%, Change Retal Sl (WH 2‘1_.3 2303 20(_]-{ BUS!N_ESS: Hawaiian Electric Industries, Inc. is the parent compa- '01. Elec. rev. breakdown, ‘07: res", 34%; comm'l, 34%; large light
Mg, lnxtUse(MWH] 6718 6623 6584 | ny of ‘Hawailan Electric Company (HECO) & American Savings & power, 31%; other, 1%. Generating’ sources, '07: oll, 61%; pur-
Avg. Indust. Revs. per KWH {¢) 1521 17.38 17.68 | Bank (ASB). HECO & its subs., Maui Electric Co. (MECO) & Hawaii chased, 39%. Fuel costs; 52% of revs. '07 reported depr. rate {utii-
m‘m@d %2541 %gg %gg Electric Light Co. (HELCO), supply electricity 6 440,000 customers  ty): 3.8%. Has 3,500 employees. Chairman: Jeffrey N. Watanabe.
AnnualLua'dFaclov(% 741 725 747 | on Oahu, Maui, Molokai, Lanai, & Hawaii. Operating companies’  Pres. & CEO: Constance H. Lau. Inc.. HI. Address: £.0. Box 730,
% Charige Customers (yr-end) +17  +1.2  +1.3.| systems are not inferconnected. Discontinued int'l power sub. ih  Honolulu, Hi 96808-0730. Tel.: 808-543-5662. Web: www.hel.com.
e Charge Cov. %) 325 301 262 | Hawaiian FElectric Industries has benefiting from interim rate hikes that

"ANNUAL RATES Past

Past Estd 0507

taken a major step to jmprove results
at ‘its American Savings Bank (ASB)
subsidiary. ASB’s new president deter-
mined that the bank had too many “whole-
sale” assets and liabilities (i.e., things
other than loans and deposits) on its bal-

ance sheet. These were dragging down
ASB’s return on assets, which has long

bBeen subpar, at well below 1%. So the
bank s,oldP $1.3 billion of wholesale securi-
ties and uriwound $1.2 billion of borrow-
ings. Pending the’ approval of the Office of
Thrift Supervision, HEI will seek to have

,,rougb"ly $75 million’ of excess capital re-
turned to the parent company. This will

- offset some of its financing needs. ASB is
also taking steps to improve its efficiency
ratio, which has been hurt by excessive
costs. Increased automation should help in
this regard. The one downside is that the

moves will force HEI to take a $36 million
aftertax charge (included in our presenta-

- of change (persh) 10 Yrs, 5¥rs.  to'11°13
Revenues 25% 4.0% 5.0%
“Cash Flow” 1.0% -1.0% 3.0%

 Eamnings -5% +3.0% 7.5%
Dividends 5% - 1.0%
Book Valtie 15% 20% 25%

Cal- | QUARTERLY. REVENUES (§ mill) Fult
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2005 14726 5223 5958 6248 {22156

2006 15749 6050 6739 607.1 [2460.9
2007. /15540 6008 6734 7082 (25%6.4
2008 17296 7354 740 745 (2950
2009 1750 750 775 775 |3050

Cal- EARNINGS PER SHARE A -Full
endar |Mar.31 Jun30 Sep.30 Dec.31| Year
2005 30 35 46 35 146
2006 40 38 40 20 | 133
12007 | .17 21 24 49 11
- | 2008 A4 dos 40 34 110
2008 40 40 45 40 | 165
Cal- | QUARTERLY DIVIDENDSPAIDB=$ { puy
endar ; Mar31 Jun30 Sep.30 Dec.31) Year
2004 31 3t 31 31 124
2005 31 a1 kil 31 1.24
2006 Kil 31 31 3 1.24
2007 31 31 Ky 31 1.24
2008 3 31

tion) in the June quarter. Thus . . .

We have slashed our 2008 earnings es-
timate. We now estimate that profits will
wind up about equal to the 2007 tally,
despite the fact that HEI’s utilities are

they received last year. Assuming that
2009 is a more “normal” year, the bottom
line should be much improved. .
Hawaiian Electric Company has filed |
a general rate case. The utility is seek-
ing an ‘increase of $97.0 million (5.2%)
based on an 11.25% return on equity.
HECO is asking for an interim rate hike of
$73.1 million as soon as possible, followed
by $23.9 million when a 110-megawatt
generating plant goes into service. Due to
rising operating expenses, the utility has
not been earning its allowed ROE (cur-
rently 10.7%). For the 12 months that
ended on March 381st, HECO earned an
ROE of just 6.65%. Despite the utility’s
clear need for rate relief, this is a challeng-
ing time to file a rate case, given the high
cost of oil, which fuels its plants. An inter-
im rate order is due by mid-2009.

We think investors should look else-
where, despite the high yield. The |
share price is near the upper énd of our 3-
to 5-year Target Price Range. A dividend
hike is unlikely for a while, so total return
potential to 2011-2013 is low.

Paul E. Debbas, CFA August 8, 2008

(A) Diluted EPS. Excl, gains (losses) from disc.
ops.: "98, (16¢); '99, 6¢; '00, (56¢); ‘01, (36¢);
‘03, (5¢); ‘04, 2¢; '05, (1¢); nonrec. gain (loss)’

‘05, 11¢;

© 2008, Value. Line Pubishing, Inc. Al rights reserved. Factual materiat is
E"PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for

S own,
it may.be veproduced, resold, stared or transmitted in.any printed. electranic or other fomm, of used for generating or marketing any printed or efectronic publication, service or product.

'07, (9¢). Next egs. due eafly Nov.

'07:

[ (B) Divias historically paid in early Mar., June,
Sept., and Dec. w Divd reinv.
Sharehldr. invest.

gan avail. t
d fian avail. (|
$4.41/sh. (D) In

J riat is obtained from

base: Orig. cost. Rate ai'd on com. eq. in '07:

HECO, 10.7% (interim); in '07: HELCO, 10.7%;

) Incl. intang. In | in '07: MECO, 10.7%; earned on avg. com. &q.,

mill,, adj. for split. (E) Rate | '07: 7.7%. Regulatory Climate: Above Average.

sources believed o be reliable and is provided without warranties of any kind.
's own, N

Company’s Financial Strength B+
Stock’s Price Stability 100
Price Growth Persistence 40
Earnings Predictability 70

2R1

[ To subscribe call 1'800-833-0046.
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Institutional Decisions %Tong.sm“xm.
toBuy T P iy Forcent 8 — g ] 1y "8 es b
Shares 1 " N -
H 87_;832 aeégg 91;733 viaded 2 i 25: 13::: ;;2 B
1992 | 1993199411995 | 1996 | 1997 1998 | 1999 | 2000 2001 /2002 [ 2003 [2004 |2005 | 2006 | 2007 | 2008 | 2009 OVALUE LINEPUB, ING] 11-13
867/ 457| 468| 483( 536( 640] 751 997 1281] 1416] r20n 1383 | 1533 [ 1021 | 2240| 2322] 2600] 2745 Revenues per sh 31.25
T A9 100 12| 126 127] 28| 151 184| 174 2181 237 | 280| 325| 341| 75| 35|“CashFlow” persh 47
B o 4 @) o 55| s| e8| so| | s 1081 120 | 153) 175\ 176 200| 205 {Eamingspersh A 25
B N 3] | B8] B 3| %] m| | My A7) 49| S| 56] 60| 64 |DivdDecldpershoet| .75
T AT BT BT 196 18] 81| B s BT 18411901 2847281 [ 3051 405|395 |CapSpendingpersh | 4.5
316| 331 340 351 365| 407| 462 52| e 707 771 ) 8441 939 | 1043 | 1188 | 1375 | 1490 1625 Book Valuepersh © | 2100
BT 9B1T| 9611 0697|8677 9408118 128.34 | 146.31 | 157.00 | 18660 | 7004 | 177.34 | 17986 | 18702 | 18205 | 165.00 | 787,00 |Commion Shs Outst'g O | 783,00 !
8BS BT 87 B7| 18] 34| 6] B[ B2 B8 14 130V 1861 130 [ 137 157 | Bold folres are |Avg ARNTPIE Raflo 125 !
B2 B % | &) 7| s | | 1| 79 24| 72| 89 74| 83| VewelLine |pelative PR Ratio £
S| 50%| 56%| 55%| 51%| 45%| a3% | 36% | 36% | 30% | ae% 31% | 29% | 25% | 22% | 20% {Avg AnnIDivdVield | 24%
| CAPITAL STRUCTURE as of 3/31/08 { 8968112798 | 18737 | 20036 | 2004.1 | 23502 | 27193 | sd564 | 40707 | 42478 | 4625 | Ba80 Revepuos (Smil) 6050
Total Debt $1481.6 mil. Due in 5 Yrs $555.9mit. | 740 84| 1110 196 | 1318) 1829 | 2124 | 2751 | 3179| a228| 0| a5 Net Profit {$milt) -490
%&?;Ma:;ﬁﬁ?e';'“m}"mm'm”"" §7.1% | 37.0% | 3B5% [ 386% | 364% | 35.0% | 30.9% | 346% | 342% | 37.0% | 0% | T0% Income Tax Rate F7.0%
Leases, Uncapitalized Annual rentals $20.3 il Al 2% | 47% | 44% | 58% | 14% | 20% | 42% | 26%| 22%| 20%| 20% AFUDC%toNet Proft | 20%
Pension Assets-1207 $331.0 mill. Oblig. $350.9 | 42.1% | 45.1% | 44.6% | 41.0% | 38.7% | 303 34.2% |'36.9% | 35.1% | 31.2% | 345% | 34.0% |Long-Term Debt Ratio | 29.5%
mill » 362% | 536% | 54.2% | 58.1% | 60.6% | 60.1% | 65.2% | 626% | 64.5% | 60.4% | 650% | 66.0% Common Equity Ratio | 70.5%
Pfd Stock $15.0mill.  Pfd Div'd $.7 mill, 9807 [ 12496 | 16256 | 1909.8 | 21195 | 23001 | 2554.5 | 25964 335.5 | 3678.1 | 4240 4620 | Total Capitat ($mill 5775

50,000 shs. 4.7% ciim. ($100 par), call at $102; | | _ i .
100000 shs, 4.5% (§100 pag ol o s 1047 {12402 | 16010 | 18093 | 16240 | 2223 | 25727 | 30499 | 20834 | 36505 | 4180 | 4565 |Net Plant (il 5750

| Common Stock 182 865, 112 stes | B8 82% B4% | 92% | 73% | 87% | 95% [102% | 10.7% [ 08% | 95%] 55% Retur on Total Capl | 9.5%
412908

as of . 130% | 12.3% | 124% | 13.3% | 10.1% | 126% | 126% | 145% | 147% | 12.8% 135% | 12.5% |Retumn on Shr. Equity | i2.0%

) . 133% | 12.4% | 12.6% | 13.4% | 102% | 127% | 127% | 146% | 148% 12.8% | 13.5% | 12.5% |Retumn on Com €| 120% ,
MARKET CAP: $5.7 billion (Large Cap) 59% | 57% | 65% [ 79% | 50% | 76% | 7.9% |40.0% | 104% | 867 95% | 85% iRetained to Com Eq 8.5% ‘__
ELECTRIC OPERATING STATISTICS 56% | 55% | 49% | 41% | 52% | 40% | 38% -32% 2% | 31% ! 30% | 31% [AuDIiv'dsio Net Prof 30%

2005 - - m ~ - -

Y BUSINESS: MDU Resources Group, Inc. is a diversified energy production, aggregates minifig, construction materials production,
fm%”ﬁ;"«sf" - ;245.8 1+226$a’ 1?53 company. Montana-Dakota Utiities selis gas & electricity to  utility line canstruction & maintenance. Acq'd Cascade Natural Gas
Avg. Incust Revs. MI?WH&) 457 470 483 | 551,000 customers in ND, MT, SD, WY, MN, WA, & OR. Electric  7/07. ‘07 deprec. rate: 5.1%. Has_ 12,300 employees. Chairman:
Capaciy at Peak 546 547 571 | ey breakdown, 07: residential, 39%; commercial, 42%; industrial, Hany J. Pearce. President & GEO: Terry D. Hiidestad. Inc.: DE. Ad-

e 550 65 93 | 12% other, 75 Generaing sources, 07 eact 77%; other, 1%; dress: 1200 West Centuyy Ave,, P.O. Box 5650, Bismarck ND
%otangecusmm(m) +6 46  +.8 | purchased, 22%. Also has operations in gas pipelines, oil & gas 58506-5650. Tel.; 701-530-1000. internet: www.mdu.com.
Fixed Charge Cov (%) 663 651 690 { MDU Resources is benefiting from struction Materials division will mitigate

> 30507 Bigh prices of oil and gas. Production the strength in the Gas and Oil Production
3’;’:},’9‘2‘@",‘;{,‘5 J:’yﬁ :?;t_ &:9413?1'307 growth of 12%-16% is expected in 2008, segment. We ‘have boosted cur 2008 and
Revenues 1458% 105% 65% | with about half of the increase reflecting a 2009 estimates by a dime a share, to $2.00
‘Lash Flow” H0% 130%  70% | big acquisition that took effect at the start and $2.05, respectively. L
Dividends 50% 55% 65% | ofthe year. The record level of oil prices is A utility acquisition is .fendmg. MDU
Book Value 125% 11.5%  95% | a big plus for the company, since MDU has .plans to buy privately held Intermountain
Cal- |- QUARTERLY REVENUES Smill) | Fon hedged Lttle of its expected oil production. Gas, which serves over 300,000 customers
endar [Mar31 Jun.30 Sep30 Decd1| vear | The sputtering economy is hurting in a fast-growing area. in Idaho. The price,
2005 | 8043 7702 10668 1014.1 34554 | tWe of MDU’s divisions. Especially hard including the assumption of $89 . on-
2006 814.8 9732 "m's 1092‘ 4070.7 hit is the Constmction Materials segment, $85 mllhonof delgt, 15. $328 mll_hon. The
2007 | 7875 9824 12453 12327 |42479 [ Where the normal seasonal loss in the first deal should close, in the fourth quarter of
2008 {1122 178 1275 1250 4825 | quarter more than doubled, to $21 million. 2008. It won't affect earnings much in the
2009 )1155 1200 1375 1350 |5080 | The decline in residential construction has first year, put we will wait to adjust éur

"EARNINGS PER SHARE A Fun | SPilled over to affect commercial building. ﬁg\_ues,,l.mt‘ml after-it has closed, anyway.

endar |Mar31 Jun30 Sep30 Dec3i| Year | Although public works projects are picking This timely stock has far outper-
2005 | 19 ° 45 48 41 | 153| up some of the slack, margins aren’t as formegl the broad market averages so
006 | 20 39 6 45 | 175| high as on private frojects. The sharp rise far this year. This reflects. the sharp rise
2007 | 23 45 &5 52 | 176/ in the cost of diese fuel is a problem, too. in gas and pil prices. But MDU is hardly a
2008 ¢ 39 51 60 .50 | 200 Earnings in this operation are likely to de- pure play—this division generated 41% of
2009 | 30 5 65 55| 205 cline for the full year. To a lesser extent, operating income in 2007. That’s material,
Cal- |<QUARTERLY DVIDENDSPAID® =} | pyy | the economic weakness is also affecting but still less than half of corporate profits.
endar | Mar31 Jun30 Sep.30 Dec3i| Year | the Construction Services unit, where Considering the falloff in Construction Ma-
000 | 113 -1'_13 13 12 m MDU.expects lower margins in 2008. ., terials (26% of o&?ratmg income in 2007),
205 [ 92 12 12 27| 49| Despite the strength in gas and oil we think the sto

S run-up is excessive, In
2006 127 127 127 135] s2| prices, we have raised our 2008 and fact, the quotation is well within our 2011-
007 | 435 135 135 145| 55/ 2009 earnings estimates .only slightly. 2013 Target Price Range.

2008 | 145 145 145 We figure that the weakness in the Con- Paul E. Debbas, CFA August 8, 2008

'A Diluted EPS. Excl. nonrecur. gains osses): | ing. Next egs. report due early Nov. (B) Divids [ $3.10/sh. (D) in mill., adj. for spiits. (E) Rate Company’s Financial Strength A+
’(93, 6¢; '98, (34¢); '01, 4¢; '02, 1%a¢';» 'Og. (5¢); #&mﬁaﬁd in early Jan., Apr,, July, and | base: varies. Rates all'd on com. €q. 11.4%- | Stock’s ,grice Stability 95
104, (3¢); gain (loss) on disc. ops.: ‘06, (1¢) Oct. » Div'd reinvest. plan avail. t Sharehoider 13.0%; eamed on avg. com. eq., '07: 14.1%. Price Growth Persistence 95
'07, 60¢. '8?& ‘07 EPS don't add due to round- | invest. plan avail. (C) incl. intang.: In '07: Regul. Climate: ND, MT, Avg.; SD, Above Avg. Earmnings Predictability 80
. Value Li shil i . ia s obtai is provided without ties of any Kind, .
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W 4000 10208 | porcent 12 ) . ] \ w1 STOCK iNDEX
to 170 199 171 ghares 8 1 L Jiy. 91 180
o 180 174 197 | yaded 4 3y. 168 113 |~
Hids{000) 234682 237710 241684 ] Syr. 1108 632
1992 | 1993 1884 1995 | 1996 | 1997 1998 | 1999 | 2000 | 2001 ] 2002 | 2003 | 2004 | 2005 | 2006 2007 {2008 | 2009 ©VALUE LINEPUB, INC] 11-13
24.92| 2477| 2428( 2324| 2382 36.87| 5292 5774 | 6775 63.481 3274 | 2505 | 2647 | 3178 | 2363 3498 3745( 39.75 Revenues per sh 46.55
542 542| 599 631 5241 593 608| 715 801 566| 14| 480 | 571 712 720| 732( 790 8.50 | “Cash Flow” per sh 985
2.58 233 276 285 216 157 1881 224 d9.2 302 d236+ 205{ 212 235 277 278| 285 32 Earnings per sh A 3.50
1.76 1.88 1.96 1.96 1771, 120] 120 1201 120 -- s - 80 1.32 141 1.56 |  1.68 |Div'd Deci'd per sh Bat 2.04
541 413 254 2257 3.05| "436( 423| 439 454 733 79471 408 372 490 644 | 732| 995 7.30(Cap¥ Spending per sh 7.10
1941 1977] 2007 2077} 20.73( 21301 21.08] 19.10 819 1189 | 947 1012 | 2062 | 1960 { 2095 | 2260 2410 25,70 | Book Value per sh © 28.95
426.85 | 42722 | 430,24 | 414.03 | 403.50 | 41767 | 302.60 360.59 1 387.19 | 363.38 | 38167 | 416.52 | 418.62 | 368.07 372.80 | 378.39 | 381.00 | 384.00 Common Shs Outsty © | 393.00
123 148 95 94 108| 1585 16.8 131 .- 48 .- 95 138 154 148 16.8 | Bold riglres are | Avg AnnTPIE Ralio 125.
75 87 62 .63 68 89 871 B .- 25 .54 73 82 80 .88 Vatue Line Relative P/E Ratio 85
568% | 55%| 75%| 7.4% | 7.5% | 49% | 38% | 41% | 48% | .. ] oce 1 28% | 32| 30%| U™ |avgAniDivdYield | 47%
CAPITAL STRUCTURE as of 3/31/08 19942 1 20820 | 26232 | 22959 | 12495 { 10435 | 11080 11703 | 12539 | 13237 | 14270 | 15260 | Revenues ($mill) 18300
Total Debt $8553 mill._Due in 5 yrs $2826 mill 7460 | 8250 | 03324 4 1009.0 | d874.0 | 791.0 | 901.0 | 9040 | 9910 | 10060 | 1125| 71230 Net Profit ($mill) 1375
hﬁ?;‘;‘,i’,’f;,;’?'e&g%,'f"""“ N L N I E AR E A AL AR AR AR 35.0% [Income Tax Rate B0%
Pension Assets-12/07 $0.5 bi.Oblig. $9.1 bl of ool o] 8% | 7% | 36% | 56% | 68%| 95% | 80% | 50% |AFUDC%toNetProft | 5.0%
Pid Stock $252,0 mil. Ptd Div'd $16.0 mil. 45.6% | 465% | 62.1% | 58.9% | 51.5% | 42.4% | 45.1% 48.3% | 454% | 48.1% | 48.0% | 43.0% Long-Term Debt Ratio 48.0%
6,973,456 shs, 4.36% to 7.04%, cum. and $25 par, | 49.6% | 48.0% | 30.4% | 34.9% | 42.8% | 53.9% 53.2% | 50.0% | 52.9% | 504% | 50.5% | 50.5% |Common Equity Ratio 51.0%
redeem. from $25.75 to $27.25; 5,784,825 shs. 16268 1 14339 | 10428 | 12309 | 84360 | 78150 | 16242 | 14446 | 14760 16975 | 18200 19480 |Total Caphal (Smil) 22310
g-ggg‘gg::}g%ég%';:gggg‘;‘;"-c 3?“" gggg:;i 17818 | 16776 | 16591 | 19167 | 16928 | 18107 | 18980 | 19955 | 21785 | 23656 | 25555 | 26305 |Net Plant (Smill 27655
mandat, redempt = em. | 8% | 74% [ NMETTIR3% | NNF | 163% | 76% [ 8.1% | 04% | B0% | 8.0% | £5% [ReumonTota CapT | 80%
P 84% 1 108% { NMF | 21.5% | NMF | 17.6% | 10.1% | 12.1% | 12.3% 114% | 12.0% | 12.0% |Return on Shr. Equity 11.5%
Common Stock 378,385,151 shs. 8.9% ) 11.6% | . NMF | 229% | NMF | 185% | 10.9% [ 123% | 12.8% | 11.7% | 12.0% | 12.5% |Returni on Com EquityE | 11.5%
MARKET CAP: $14.1 billion (Large Cap) 34% | 52% | NMF [ 229% | NWMF | 185% | 10.3% | 7.7% | 66% | 59% | 55%] 6.0% Retained to Com Eq’ 5.0%
ELECTRIC OPERATING STATISTICS 63%( 56% { NMF| 10% -- 2% 1% | 39% | 48%] 50% 53%| 53% All Div'ds to Net Prot 58%
el Sl HR) 2_0103 24_%03 "?205 BUSINESS: PGAE Corporafion. is a holding .co. or Pacific Gas and. 1y: hydro, 62%; fossil fucls, 2%; nuclear, 36%. Fuel costs: 41% of
A Ctm“b , 12341 12536 12253 | Electric Company and nonutil. subsids. -Supplies electricity and gas  utility revenues; labor, costs (system): 15%, '07 deprec. rate: 3.3%.
Avg, Indust. Revs, (3 8.15. 8.60- 8.34 | in 48 Calif. counties. Owns generation elsewhere in the U.S. Elect. Estd plant age: 9 years. Has 20,050 employees. Chairman, Presi-
Mmgl,gﬂk( ) Nm; Nm 8 ":“Mg (and gas)-rev. breakdown: resid, 36% (75%);, commer:; 39%. dent & Chief Executive Officer: Peter A. Darbee. Inc.. Calit. Ad-
Annuat Load Fackor NMF NMF NMF | (25%); indust, 18% (under 1%); other, 7%. Petroleum refining in-  dress: 77 Beale Street, San Francisco, Calif, 94106, Tel.. 1-800-
Change &m .- 427  +20 | dustry is the largest elect. and 9as customer. ‘07 megawatt capaci- 367-7731..Internet: Www.pgecorp.com, .

: ] :| PG&E plans.to expand its gas trans. - Furthermore, repowering of the Humboldt
i:dmm;‘)ss Past w:m 2:::.(, ,052_ ?097 mission system. It agreed to acquire -Bay. 163-mw_gas- and oi_l-facility, vyhicl_;
ofchaigo(persh)  10¥rs.  S¥rs. to'1iM3 | @ 25.5% stake in El Paso Corp’s. proposed had been near the end of its useful life, is
Revenues 3, 20% -9.5%. 55% | 680-mile, natural gas pipeline that will. under way. Finally, PG&E will buy the
“Cash Flow” 20% 235% 55% | run from Wyoming to a terminal in' Ore- output. of 285 mw. of wind and from 500
Sﬁ,,";‘;‘,,ggs _;;8.{;, - 55,;332 gon near California’s northern border. The. mw to 900 miw of solar energy, when avail-
Book Value -- 165%  55% }ine’s m.lt&al cia)p?/gity of 1.2 gillﬁon cubic - able. These ac:iditions:i sl;ould be adequate

o > ey 7] feet. per day (bcf/d) is expandable to two to.cover customer needs or years to come,
eﬁ:’.‘, fuﬂmwéﬂ?h“mm ::;:. bef/d. . The cost-is estimated at $2 billion. Earnings should.improve for the sixth
2005 | 2669 2438 2804 3732 |11705] Regulatory approvals. are needed before consecutive year in 2008. Results will
2006 3148- 3017 3168° 3206 | 12639 | Bround- breaking. Too, PG&E and .two  be boosted by a full year of the $243'm11-
2007°13356" 3187 3279 3415 13237 | equal partners expect:to build a 223-mile lion 2007 rate order, an attrition adjust-
2008 | 3733 3380- .3500 3657 | 14270 | line, with a capacity -of one bef/d on a yet- ment of $125 million, and new plants on
2009 | 3980 3630 3750 3900 |15260 | to-bé determined: route between Oregon line. These positives will be partly offset
cat. | EARNINGS PER SHAREA Fal and the California. Bay area. Portions are by the cost of installing new steam genera-
endar |Mar3t Jun30 Sep.30 Dec.31| Year | targeted for operation in 2011, the balang:e’ tors in the plablo Canyon 2 nuclear plant
20051 54 70 62 49 | 23] by 2013. The output -of these lines: will and higher interest expense. In all, we es-
2006 | 60 65 109 43 | 277| help meet the growing demand for natural timate 2008 earnings will rise 6%, to $2.95
200 7t 74 77 56| 278| gas in the western United States.: a share. An order on a pending request for
2008 | 62 .78 .95 60 | 295] The company is also enlarging its gen: a $482 million rate hike suggests better
2000 ) 70 85 1000 .65 | 320 eration portfolio. PG&E is spending results next year. .
Cal QUARTERLY DIVIDENDS PAID Bst Eull | $37O million to finish bmldmg the partlala The ‘year-ahead yield mirrors the m-
ender |Mar31 Jun30 Sep30 Decd1| Yeer | ly complete 530-megawatt (mw): gas-fired. dustry average. But dividend growth
2008 | - T . T .| Gateway glant, _which itacquired for $300 prospects exceed those of the group, and
2005 | -- 3 30 30| go| million. Operation is scheduled for 2009. finances are now comparable to those of
2006 | 33 33 33 33 | *1.32| Construction has also begun on the 660- pre-bankruptcy days. Ut1_11_ty investors
2007 | 33 3% 3% 36| 141 mw gas-fired Colusa station, which should might consider taking a position here.

208 | 3% 39 39 begin serving customers in early 2011. Arthur H. Medalie August 8, 2008

losses): '94, 45?5%)4' §
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RECENT PE Trailing: 12.3} | RELATIVE DIvD 0
PORTLAND GENERAL NYSE-POR  |PRICE 23.28 RATIO 12-9(Median:NMF PIE RATIO 0-83 YLD 4-3/0
TIMELINESS — [ High | 350 313T 277] Target Price Range
Low: 242 2 E
SAFETY 2 Mwitons [ LEGENDS | i 207 (2013 oty
.+ . Relative Prica Strength
TECHNICAL ~ jons: Yes ) 80
haded area
BETA .80 (1.00 = Market &
2011-13PR S ig
X . Ann'l Total
~ Price  Gain  Return T 30
Hgh 30 (+30%) 11% RN E sl 25
w25 ‘(%) 1% il 20
Insider Decisions 15
SONDJFMAM
By 000000000 10
v 583888888 s
Institutional Decisions | | | | o T T T * TOIrﬁlngv't m
02000 402007 102008 [ porory 15 . STOCK  INDEX |
::g‘erlii' 1;5 135 ’32 shares 10 f ;;: .118 "}?2 _
Hdson) 63222 62512 62154 | 209 5 ” Sy — g2 [
Oq April 3, 2006, Portland General Electric’s | 1998 | 1699 {2000 2002 | 2003 {2004 (2005 | 2006 | 2007 2008 {2009 'VALUE LiNE PUB, INC] 11-13
existing stock (which was owned by Enron) [~ .| .| .. Lot | B4 24| 2787 2875 26.75 |Revenues persh 2950
was canceled, and 62.5 million shares were - 475| 464) 5211 510| 4.85)“Cash Flow” persh 550
issued to Enron's creditors or the Disputed - 102 147 233| 1.80| 200 |Earnings persh A 225
Claims Reserve {DCR). The stock began - -} B8] 98| 97| 1.01|DividDecid persh® 1.20
trading on a when-issued basis that day, - 408 | 58471 7281 675 10.35 |Cap’Spending persh 450
and regular trading began on April 10, 2006, 1915 ) 1958 21.05| 21.90| 23.05 |Book Value per sh € 26.00
Share; issued to the DCR were released - 6250 | 6250 | 6253 62.601 71.00 |Common Shs Outsta O [ 76,00
aver time to Enron’s creditors until all of the == 241 1197 sold nigyres are |AvgAnnIPERalio | 125 ]
remaining shares were released in June, 126| 63| Valelline | Rolative P/E Ratio 85
07. 28% | 33% | *™P"  |ayg Ann'l Divd Yield 45%
gAt:InDA!!.) 15;1?;(675 URE 'aJs of 3’531YI°8$2860 " 1454.0 | 1446.0 | 1520.0 | 1743.0 | 1800 1900 Revenues {$mill) 2250
L -0 mill.Oue in § Yrs -0 mifl. 920 640 710 1450 115 135 | Net Profit {mill) 170
ﬂ?;g:js‘tf:rfe';"g 4x;-7 Interest $78.0 mil. 37.0% | 402% | 336% | 33.6% | 38.0% | 38.0% |Income Tax Rate 0%
Leases, Uricapitalized Annual rentals $8.0 mill. 9.8% | 18.8% | 338% | 17.9% | 18,0% | 26.0% |AFUDC %toNet Profit | 12.0%
1% | 42.3% | 434% | 49.9% | 53.5% | 49.0% Long-Term Debt Ratio 48.5%
Pension Assets-12/07 $518.0 mill. Oblig. $475.0 58.9% | 57.7% | 56.6% | 50.1% | 46.5% | 51.0% |Common Equity Ratio 51.5%
il -| -~ 21710 [ 20760 | 21670 | 26290 | 2930 | 3210 |Total Capital (il 3650
Pid Stock None - | 22750 | 24360 | 2718.0 | 30660 | 3285 | 3810 |Net Plant ($mill 4500
Common Stock 62,532,232 shs. - 56% ( 46% | 47% | 69% | 55% | 55% |Returnon Toial Cap’l 6.0%
as of 4/30/08 - T2% | 53% | 58% | 11.0%| 85% | 80% |ReturnonShr, Equity 8.5% g
72% | 53% | 58% | 11.0%| 85% | 8.0% |Retumn on Com Equity €|  8.5% ‘
MARKET CAP: $1.5 billion (Mid Cap) 72% | 53% | 35% | 66% ) 40% | 40% RetainedtoComEq 4.0%
ELECTRIC OPERATING STATISTICS .- - -- -- .- - -- - | 39%| 40% | 53%| 51% |All Divids to Net Prof 54%
% Change el Saes OWH) 2,,_0102 ":%og ﬁ%’g BUSINESS: Portiand General Electric Company (PGE) provides include coal, gas,, hydro, wind, and purchased; breakdown is not
Avg. indust. Use (MWH) 131 15930 16148 | electricity to 808,000 customers in 52 cities in a 4,000-square-mile  available. Fuel costs: 50% of revenues. 07 reported depreciation
Av. Indusl Rews, &erKWH(c; 565 582 6.40 | area of Oregon, including Porttand and Salem. The company Is in  rate: 3 9%, Has 2,700 employees. Chairman: Corbin A. McNeill, Jr.
g:gm’ag‘;ﬁ:ﬁ (W) . 36'\(;% 37'& 36%2 the process of decommissioning the Trojan nudlear plant, which it Chief Executive Officer and President: Peggy Y. Fowler. inc.:
Annal Lo Fagho (3 NA NA NA | closed in 1993. Electric revenue breakdown, '07: residential, 43%;  Qregon. Address: 121 SW Salmon Street, Portiand, Oregon 97204,
% Change Customers {yrend) +1.7 417 +1.4 | commercial, 35%; industrial, 13%; ather, 9%. Generating sources  Tek: 503-464-8000. Internet: www.portiandgeneral.com.
Foed Chage Co. (% 239 206 30 | Portland General Electric has ‘a_rate $300 million to as high as $620 million. _
ANNUAL RATES Past Past Estd-0s-07] €ase pendmg.._PGE filed for a tariff in- The company plans to issue $200. mil-
olchange(persh)  10Vrs.  §¥rs.  to'n13 | crease of $146 -million (8.9%) based on a lion of common equity in late ‘2008 or
Revenues .- - 25% | 10.75% return on a 50% common-equity early 2009. This will help finance its
:Eg?ns:'r‘\ Fs""”" - .- 27% ratio. -The utility is in settlement talks heavy capital budget and keep the
Duidords ) -~ NMF | with the staff of the Oregon Public Utility common-equity ratio near the desired 50%
Book Value . -- 45% Commisii‘on {OPUC) and somefrglxtiarvenor l(lalvel. Futl;reheqﬁity (_?eeds will depex:idtﬁn
groups. Even if the talks are itless, an the size of the Boar man _project and e
eﬁg:, MS%A'RTE‘T,L‘%EV a:g%(‘g",k’ﬂg, yF:a", order should come in time for new rates to outcome of a request for proposals for up
2005 [3710 830 350 3870 14460 take effect at the start of 2009, thereby to 21'8 mw of renewable resources.
2006 | 3810 3510 3720 4160 15200 | Producing an earnings increase. All issues related to the Trojap nu-
2007 | 4360 4020 4350 4700 (17430 | Another regulatory request was ap- clear plant should be resolved with an
2008 4710 429 450 450 (1800 | proved. The OPUC granted PGE a $13 OPUC order in September. PGE col-
2009 [500 450 475 475 |1900 | million rate increase to cover the cost of an lected a return on the decommissioned
Cal- EARNINGS PER SHARE A Fun | 2dvanced metering system. This is expect- plant from April, 1995 through September,
endar |Mar31 Jun30 Sep.30 Dec.d1| Year | ©d to cost $130 mxllion-$135_ million, but 2000. The OPUC will demde_wha_t rates
2005 | 61 2 30 di5 | 102} should reduce annual operating expenses would have been over that time if PGE
2006 | d10 43 16 65 | 144] by $18 million starting in 2011, the first had not collected a return on Trojan, and
2007 ( 88 73 32 40 | 233( full year with the new meters. whether rates approved in a 2000 settle-
2008 [ 4 5 30 50| 180 o.large capital projects are upcom- ment were reasonable. A rate refund (not
000 | 65 .55 25 .55 | 200 ing. PGE plans to spend over $700 million reflected in our estimates) is possible. .
Cal- | QUARTERLY GIVIDENDS PAID & Funn | to add 325 megawatts of capacity (in two We think that "this stock is fairly
endar {Mar31 Jun.30 Sep.30 Dec.d1| Year [ Phases, coming on line in 2009 and 2010) valued. Its yield and 3- to 5-year total re-
2000 | -- .. .. - - | to the Biglow Canyon windfarm. The utili- turn potential are about average for a util-
2005 - -. | ty must also add pollution control et}mp- ity PGE’s trading history since re-
2006 | -- - 225 25| 45) ment to the Boardman coal-fired plant emerging as a publicly traded equity is too
2007 1 225 225 235 23| 92| The estimated costs of the proposed meth- short for us to compute a Timeliness rank.
2008 | 235 235 245 ods for compliance range from as low as Paul E. Debbas, CFA August 8, 2008
{A) Diluted earnings. '05 per-share data are Teport due early Nov. (B) Dividends paid mid- | allowsd on common equity in '07: 10,1%; Compang’s Financial Strength B++
pro forma, based on shares outstanding when | Jan., Apr., July, and Oct. (Cg Incl. deferred { eamed on avera e common equity, '07: Stock's rice Stability 90
stock bagan trading in '06. 06 EPS don't add charges. In '07: $304.0 mill, $4.86/sh. (D) tn | 11.4%. Regulatory Climate: Average. (F) Sum- | Price Growth Persistence NMF

to fufl-year total due to rounding. Next earnings
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mitiions. {E) Rate base: Net original cost. Rate | mer peak in '06. Earnings Predictability
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TECHNICAL 3 Raised a8 R b Soeng. || TG [ 100
BETA .85 (1,00~ Market) jons Yes o on ——t s [ T T &
[ 2071-13 PHOJECTIONS |20 s indca ) e 5
ey PHce Gain ARt fova | Sehora Enerly G AT ®
v % 488 % e = o
insider Decisions LTI e : - =20
SONDJFMAN - : L I . 16
by 000000000f | | T Ml T Taet T o med I
ol SRR I I I .
institutional Decisions %TOI%ETHRxm T
<00 e 10208 [ pocan 42 o - e 'STOCK  INDEX
S e m ST N A
- |-mtsioon {72828 17105 174741 | 2900 4 ‘ il 5y 1254 635 |
$empraEnergy was fo[mec 'thr_ou‘gh.ﬂ'le 1998 11999 2000“'.2901 200212003 /2004 20057| 2006 12007 | 2008 2008 | ©VALUELINEPUB, INC] 11-13
‘merger of Enova Com. ‘dnd Pacific Enter- | 2331 2249 3538 | 30271 2938|3481 | 0087 4564 4489 | 4379 4225 45.00 |Reveriues per sfi 54.25
rises on June 726, “1998. -Enova Stock-| s16| s36| 4917 599 ST1F 55 6561 595 | 674| 693 685 815 |“CashFlow” persh 10.50
holders received:-ohe Sempra share for| 124| 166 208] 255| 279] 301" am| am| 428 4261 375! 440 |Earnings per sh 4 575
| each.Eniovdshare, ahd-Pacific Enferprises| 156 | 1561 100| 100| 100 100 1004 116) 120, 124] 1.37| 160|DivdDecldpersh®nt| 200
ﬁMoMﬂs**vmoewed ,150?_8 Sempra| 185 248 37| Em ] ®m 463 | 4621 546 78| 70| 855 T Cap'l Spending per sh 9.75
Jshares for every Pacific Erfterprises share. | 1229 1258 | 1235 | 1317 | 1379 | 9747 | 2078 | 2395 | 2866 3187 3280 3370 Book Value per sh ¢ 425
CAPITAL STHUCTUREQSD?MHOG " 7 .231.00 ] 237.40-( 201.90 | 204.48°| 20491 226.60 | 234.18-| 257.19 | 26201 | 26121 .245.00 | 237.00 Common Shs Outstg D | 240,00
Total DEM$624glﬁmiﬂ.'DhélﬁSst;$3117.'(Tlﬁill. 1 211 12.8 94 g7 82 9.0 86| 118 N5 140 Boid figlres are Avg Ann'l PJE Ratio 140
le'[‘)ebt$4589.0mill. LTinterest $252.0 mill. 1.10 73 8] 50 . 45 1 45 63 62 13 ValueiLine | Relative P/E Ralio 90
(LT interest eamed: 7.3x) O0% | T4% | 52%.| 41% | 44% [ 7% | 29% | 28% | 25% | 219 | estinates |Avg Ann'lDivid Yield | 2.5%
| Leases, Uncapitalized Arinual refitals $120.0 mill. | 5525.0 | 54350 | 71430 | 8029.0'| 60200 | 78870 | 94100 | 17737 | 11761 11438 | 10350 | 10400 [Revenues (smill 13000
Pension Assasé1?m7$2.5({bill.0blig. $2.70bill. 1 306.0 | 405.0 | 4400 5340 586.0 | 655.0 | 930.0 | 898.0 | 1118.0| 11350 . 955 1090 [Net Profit {$mii 1445
. , " 31.1% | 30.7% | 38.0% | 28.6% | 19.9% | 232% 17.2% -- | 31.3% [ 336% | 37.0% | 37.5% Income Tax Rate 39.0%
f’g7§f;;;s$;ﬁ%“£;5;'&$;gjggtm cal | 3% | 22% | 36% | 52% [108% | 84% | 20% | 5% | 72%) 115% | 180% | 90% |AFUDC%toNetProft | 7.0%
able $20.25-$24; 2,040,000 shs. $1.70-51.62 eum, | 47-3% | 37.6% | 56.2% | 55.7% | 536% 484% | 45.3% ['43.1% | 37.0% |"348% | 37.5% | 41.0% |Long Term Debt Raio | 40.0%
no par, callahle $25,595-$26; 800,000 shs. $4.36- | 49.3% | 49.0% | 40.4% | 41.2% | 38.6% ] 49.0% | 526% |55.1% | 61.4% 63.7% | 61.0% | 57.5% Common Equity Ratio | 58,0%
$4.75 cum., no'par, dallab!_e$100-$101.50; 811,073 1 5012.0 | 6092.0 6166,0 6532.0f 7312.0 | 7931.0 [9255.0 78 | 12229 13071 | 13100 13425 [Total Capital ($mill) | 75000
shs 6% GU!:D‘.; $e5par. * - 5441.0 | 5394.0'] 5726.0 {-6217.0 | 68320 | 10474 13086° |- 12101 | 13175 | "14884 | 16250 | 18025 Net Plant ($mill) . | 21800
- - 1 68% | 83%| 90% [ 102% ] 98% 88% | 11.3% | 92% | 103%| 96% | 8.5% | 90% Return on Total Cap'l 9.0%
| Sommen Stack 250,341,668 shs. | % | 127 ] 163% | 104% ['03% | 160% | 184% | 14.1% | 145% | 133% | 115% | 125% [RetumonShr Equey | 135%
MARKET CAP: $14 billion (Large Cap) 104% | 19.2% | 17.2% | 104% | 204% | 166% | 18.9% | 144% | 148% | 135% | 120% | 140% Return on Com Equity €] 12.5%
F - N 1 'NMF 9% | 74%7 11.9% 13.1% 1 11.3% 114.9% | 10.1% N0% ! 97% | 7.5% 9.0% Reta'inedtoComEq 9.0%
LTI OPERATING SATTICS, o 2007 | 10% | ot | s | g | o | T 2% | 3% | 26%| 2% | 7%| 3% |MDivestoNarerot | '%a%
z‘g’mmgmm -2 Ié’sg 4;7% | BusiNESS: sempra Energy is a holding company for San Diego  cial, 38%; industrial, 10%; cther, 6%. Purchases most of its power;
“Avg. bdust. Revs, per KWH ) 6. 800 1006 | Gas & Electric Co., which sells electricity and gas mainly in San the rest is nuclear and gas. Power costs: 42% of fevenues. *07
CapwﬂyalPeak(m NMF 'NMF  NMF | Diego County, & Southem California Gés Co., whichi distributes gas aeprep. fate: 3.3%. Has 14,300 “employees. Chairman & CEO:
M%m';éw “m: HME '&'ME to most of Southem Caiifarnia. Customers: 1.4 million electric, 6.5 Donald E. Feisinger. President & COO: Nea! E. Schmale. inc.: Cali-
% Change Cistomers IYY and) +15 413 47 | milion gas. Has various nonutility subsidiaries (54% of ‘07 earn’  fornia, Address: 101 Ash St, San Diego, California 92101-3017.
= . ings). Electric revenue breakdown, '07: residential, 45%; commier-  Tel.: 619-696-2034. Internet: www.sempra.com. !
Fieed Charge Cov. (%) Z4__409 410 I gempra Energy’s ‘annual inéome from (in which Sempra’s share will cost more
Q’:h'gmzng)zs 1535' ‘ ;3;‘ Es:;d.;ﬂ:r;'a'"" its commodities businéss Should ‘be- than $1 billion) and two liquefied natural
pever;'&es 00% "50% < 35% | come moreé predictable thanks to its gas terminals. Finally, the reduction in
*Cash Flow” "30% 40% 80% | jointventure with Royal Bank of Scot- shares outstanding ‘will help boost share
{ Eamings 0% 190% 80% | land (RBS). The joint venture agreement earnings, |
B{;{')"ke\’,'glsue ;ggé 1%‘?{2 gg;g will split the profits in a manner that will Seiipra  has agreed to acquire
- — give Sempra tﬁe majority, up to a gpetified EnérgySouth for $510 million in cash.
Ca- | QUARTERLY REVENUES ($ mill) Jul | level. Thus, eariings in the inherently un- EnerfySouth has 93,000 gas-ciastomers in
endar | Mar31. Jun.30 Sep.30 Dec.31] Year  prédictable  energy-marketing business Alabama, but its two large gas storage
2005 | 2607 2276 2770 3994 |11737 Shotild vacillate less from year to year.'On’ facilities provided :the big attraction for
2006 | 3336 2486 2694 9245 (117617} gy other hand, the company has sacrificed Sempra. The deal requires the approval of
% J gg% 223210 ;gg% 216102 11:";?;’ 'some of the upside poteiitial of ‘this Jbusi- 'fEnei'g:ySoﬁth’s_ shareholders and various
2000 { 2800 2300 2500 2800 10400 | DSS. Because profits from this operation regulatory bodies and should be conipleted
2 : 2 T ———| will most likely be well below the $499 by ‘the end of 2008, Semprd expects the
Cal-. | -EARNNGSPERSHAREA | -y million posted in 2007, Sempra’s earnings deal to be “slightly -accretive” to earnings
endar |Mar.31 Jun30 8ép30 Decdt| Year | . o likely to decline in 2008.-Our estimate ‘in 2009 and to contribute as much as $0.30
2005 | 82 49 71 139 [882] ig ¢ the midpoint of the company’s guid- ‘a share in 2012. Our estimates and projec-.
% gg 1;-;; :gg }?g | ﬁg ance of $3.65-$3.85 a share. tions will not include EnergySouth until
2008 2 -7 105 100 | s “Earnings should im rove in 2009.-Util- after the transaction has been completed.
20000 195 90 120 115 “¢40! ity income ‘ought to s vance*thanks to rate Sempra_ stock offers decent risk-
——— " Y incréases that Southern 'California Gas adjusted total return potential for the
Cal- 5 QUARTERLY DVIDENDS PAID ==t | Fun and San Diego Gas & Electric were await- 3- to 5-year period. Over that time, the
endar | Mar31 Jun30 Sep.30 D“'ﬂ Year ing as this report went to press. On the company has a lot of investment epportu-
2004425 25 25 25 | 100 nonutility side, a few mijor pivjects have nities that should enable it to benegt from
2005 | 25 29 2 2 | 112| gone into service this year of will do so in the rising nationwide demand for natural
2006 | 29 .3 g? g? };g | the coming months, and these will benefit gas. This should produce strong earnings
gggz g? g; - | corporate profits in 2009. Thesé include a and dividend growth over that time,
' 1= e 25% stake in a major gas pipeline-project Paul E. Debbas, CFA August 8, 2008
(A) Diluted egs.-Excl. noprec. gain {loss); 05, | port due early-Nov.-(B) Div'ds historically paid | Excl. ESOP shs. (E) Rate base' Net orig. cost. | Company’s Financial Strength A
17¢; 708, (Getg; gain (losses)-from_disc.-ops.: | mid-Jan, Apr., July, & Oct.~» Div'd-reinvesf. | Rate alfd on com. eq: SDG&E in ‘08, 11.1%; | Stock's Price-Stability 95
104, (10¢); ‘05, (4¢); '06,°$1.21; “07,%10¢). '05 | plan avall 1 Shéreholder invest. plan avail, | SoCalGas in '03, 10.82%; eamed on avg com | Price Growth Persistence 90
. EPS don't add due to rour Ne; & | (C) Incl. intang. in '07: $3.56/sh. ) tn mill. | eq., '07: 14.2%. Regulatory Climate: Average. | Earings Predictability 90
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SONDJFMAM Northetn States Rower mll
By 00 0000O0O 1 7 e 8
B 8088588880 e Lo
Institutional Decisions % TOT.:ETUHVI: m
W00 w07 0208 | poreery o | 1 STOCK INDEX
tosy 160 197 167 | ghares 6 ik | 1y, 24 180 [
179 487 175| traded = 3 A 3yr. 174 13 [
md's(ooo) 269962 265057 254808 TR 5y. 688 632
Xcel Energy was formed through thie merger | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 {2004 | 2005 | 2006 | 2007 | 2008 | 2009 ©VALUE LINE PUB. |NC 1-13
of Northern States Power and New Century | 1846 | 1842 | 3411 | 4356 | 2380 | 1990 | 2084 | 2386 | 24.06 | 2340 | 2660 26,60 Revenues per sh 31.00
Energies on August 21, 2000. NSP stock-| 430 | 4:3| 412| 09| 21| 335| a27| 328| 361| 345| 375| 3.90|“CashFlow” persh 475
holders received one share.of Xcel for everyi 4. 143l 160] 227 2 128 127 120 135] 135| 150 1.55|Earningspersh A 200
NSP share, and NCE stockholders received| 143 {45! 48| -s3| 113 75( 81 85| .88 91| 94| .97|DivdDecldpershBe | 106
155 shares of Xcel for each NCE share. 39| 1387 63| 740 604| 249 319 | 42| 400 489 49| 370 Cap'I Spending per sh 475
Data prior to 2000 reflect NSP. on-a stand-| 1625 | 16421 16.37 |- 1795 | 11.70 | 1295 | 1299 | 1337 { 1428 | 1470| 15.25| 15.90 |Book Vaiue persh © 18.50
alone basis and are not comparable with (78270 [ 755.73 | 330.78 | 345.02 | 398.71 | 398.96 | 400,45 | 40339 | 407.30 | 428.78 | 430.00.. 432.00 | Common Shs OutsFg P | 434,00
Xcel data. . 1521 166] 43| 124 48| 1.6 (E| 54| 148 167 | Boldfighresare |Avg ANNIPIE Ratio 115
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PART1I

Item 1 — Business

DEFINITION OF ABBREVIATIONS AND INDUSTRY TERMS
Xcel Energy Subsidiaries and Affiliates

(current and former)

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, 2 Minnesota corporation

NSP-Wisconsin Northern States Power Company, 2 Wisconsin corporation

PSCo Public Service Company of Colorado, a Colorado corporation

PSRI PSR Investments, Inc., a manager of corporate-owned life insurance policies

SPS Southwestern 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

WGl WestGas Interstate, Inc., a Colorado corporation operating an interstate natural gas pipeline
WYCO ) WYCO Development LLC o : :

Xcel Energy Xcel Energy Inc., a Minnesota cérporation

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. oo

DOE United States Department of Energy

EPA United States Environmental Protection Agency

FERC Federal Energy Regulatory Comimission. The U.S. agency that regulates the rates anid services for transportation of

electricity and 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

MPSC 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.

OoCcC 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

DSM

DSMCA

ECA

FCA

GCA

PCCA

PGA

QSP

SCA

TCR

Other Terms and Abbreviations

AFDC

ALJ

BART
Co,
C20

CAIR
CAMR
CAPCD
COLI

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.

Demand-side management. Energy conservation, weatherization and other programs {0 conserve or manage energy use
by customers.

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.

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.

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.

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.

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 mechansms.

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.

Quality of service plan. Provides for bill credits to retail customners 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.

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.

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.

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.

Administrative law judge. A judge presiding over regulatory proceedings.

Asset Retirement Obligation

Best Available Retrofit Technology

Carbon dioxide

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,

Clean Air Interstate Rule

Clean Air Mercury Rule

Colorado Air Pollution Control Division

Corporate-owned life insurance
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decommissioning

derivative instrument

distribution

EPS
ERISA
FASB
FTRs
GAap 7
generation
GHG

joA" |
LIBOR 'V
LNG _
mark-to-mizket
MERP -
MGP
MISO
Moody's
MPCA
native load-

natural gas

NOx y
nomutility -

PBRP
PFS
PUHCA

PUHCA 2005
QF

rate base

ROE
RTO

SFAS

SO,

SPP

Standard & Poor's
TEMT

TCEQ

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.

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 smaller than would be required for
other types of contracts that would be expected to have a similar response to changes in markei
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 d«fferent from
net settlement

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

Eamings per share of common stock outstanding

Employee Retirement Income Security Act

Financial Accounting Standards Board

Financial Transmission Rights

Generally accepted accounting principles

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).

Greenhouse Gas

Joint operating agreement among the utility subsidiaries

London Interbank Offered Rate

_ Liquefied natural gas. Natural gas that has been converted to a liquid.

The process whereby an asset or liability is‘recognized at fair value.

Metropolitan Emissions Reduction Project

Manufactured gas plant

Midwest Independent Transmission System Operator, Inc.

Moody's Investor Services Inc.

Minnesota Pollution Control Agency

The customer demand of retail and wholesale. customers whereby a utility has an obligation to serve: 6.g-, s obligation
to provide electric or natural gas service created by statute or long-term contract.

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.

Nitrogen oxide )

All items of revenue, expense and investment not associated, either by direct assignment or by allocation, with providing
service to the utility customer.

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.

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

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

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.

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.

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

Regional Transmission Organization. An independent entity, which is established to have "functional control" over a
utility’s electric transmission systems, in order to provide non-discriminatory access to transmission of electricity.

Statement of Financial Accounting Standards
Sulfur dioxide '

Southwest Power Pool, Inc.

Standard & Poor's Ratings Services

Transmission and Energy Markets Tariff of MISO
Texas Commission of Environmental Quality
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unbilled revenues

underlying

VaR
wheeling or transmission

working capital

Measurements

Btu

Bef
GWh
KV
KwW
Kwh
Mcf
MMBtu
MW
Watt
Volt

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.

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.

Value-at-risk

An electric service wherein high-voltage transmission facilities of one utility system are used to transmit power
generated within or purchased from another system.

Funds necessary to meet operating expenses.

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.

Billion cubic feet

Gigawatt hours

Kilovolts

Kilowatts (one KW equals one thousand watts)

Kilowatt hours

Thousand cubic feet

One million Btus

Megawatts (one MW equals one thousand KW)

A measure of power production or usage.

The unit of measurement of electromotive force. Equivalent to the force required to produce a curent of one ampere
through a resistance of one ohm. The unit of measure for electricai potential. Generally measured in kilovolts or KV
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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 éxecutive offices are located at 414 Nicollet Mall, Minneapolis, Minn. 55401. ts
web site address is www.xcelenergy.com. Xcel Energy makes available, free of charge 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 & 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-Minnesota comprised approximately
10.percent of the total sales in 2007. NSP-Minnesota also purchases, transports, disiributes and seils natural gas to retail customers and transports customer-owned
natural gas in Minnesota and North Dakota. NSP-Minnesota provides electric utifity 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 Systern,
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 Wisconsin. 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
eamnings 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 aperating 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 PSR, 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 m 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' eamnings 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 2 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 1s expected to begin operations m 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 El
Paso Corporation. The terms of the lease agr=tment 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, Inc.'s losses comprise approximately S percent to 10 percent of Xcel Energy's consolidated net income.

Xcel Energy's nonregulaied 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

Tevenues, 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 investmients in lectric and natural gas rate base to meet growing customer demands, environmental and renewzble energy
initiatives and <0 maintain or increase reliability and quality of service to customers. Xcel Energy files periodic rate cases with state and federal regulators o 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 consolidatzd financial
statements.
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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
aspecis 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 znd 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

pelicies 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 undertaken a nusnber of initiatives to prepare for climate change
regulation and reduce our GHG emissions. These initiatives include emnission reduction programs, energy efficiency and conservation programs, renewable energy
development and technology exploration projects. Althou gh 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 througly
ates. .

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 competitive wholesale markets through open-access
iransmission and other means. As a consequence, Xcel Energy's utility subsidiaries and their wholesale customers casn puichase from competing wholssale suppliers and
use the transmission systems of the utility subsidiaries on a comparable basis to the utility subsidianes' to seive ther native load. '

Xcel Energy supports the continued developmeni 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 liries 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, Texks implemented retail competition, but it is
presently limited to utilities within the Electric Reliability Council of Texas (ERCOT), which does not include SPS. Uznder current law, SPS can file a plan to
implement competition, subject to regulatory approval, ia Texas. Local market conditions and political realities must be considered iu 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 200, NSP-Wisconsin began providing 1ts Michigan electric customers with the opportunity 1o select an alternative lectric energy provider. To date, no NSF-
‘Wisconsin customers have selected an alternative electric energy provider.

Xcel Energy's retail electric business faces compettion as industrial and large commercial custemers have the ability to own or operate facilities to generate their awn
electricity. In addition, customners 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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