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CHEAP ACCESS TO CAPITAL
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HOUSING PROBLEMS CONTINUE
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Credit Markets Came to a Halt Global Problem

Select Sovereign Syr CDS spreads
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Utility Spreads Widen Credit Spreads Widen

IGH GRADE SECONDARY MARKET INDEX CREDIT SPREAD AND TRADING
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» _ _ DELEVERAGING WILL BE PAINFUL AND
Utility Ratings Decline WILL TAKE TIME

1992 VS 2008 Unprecedented Rise in Debt : Debt/GDP 350%

Tiotal Cracht Market Dintt a0 % o4 GOP e

S&P Credit Ratings Distribution, Electric Utilities

=l
® A or higher
A-
W EEB+
mEBBB
—

Below BBB-

- e et =]

Source: The Financial Crisis and Its Impact On the Electric Utiity Industry, Edison Electrc Institute, February 2000




Global Markets Impacted

Market Volatility is High
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. Utility Free Cash Flow Projections
Utility Index

Free cash flow deficit (Sbn)
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Source: 2005-2007 numbers reflect equity research, 2008E—2010E numbers reflect
equity research projections for 52 select utility companies. Free cash flow = cash
flow from operations - capex - dividends

Source: J P Morgan, February 2009

Market Risk Premium
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Unemployment Road to Recovery

Job Losses Continue

g Soaring unemployment Worst annual job Iosses
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Road to Recovery
Skyrocketing Federal Debt is a Threat Road to Recovery
Interest rates are as low as possible
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Recovery will be Slow Recovery will be Slow

Deficit Expected to Soar GLOBAL ECONOMIC SLOWDOWN

Off the Deep End

Total annual deficit or surplus as a share of GDP 2010e 2009e 2008 2007
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When will we hit bottom?

Finally.... history will repeat itself
1928-2007

1928-2007 391%  526% = 11.69%
1967-2007  6.05%  7.66%  11.98%
1997-2007 4.13%  6.71%  9.39%

1928-2007  $2,081 $5,007  $178,150

Better times will return !



