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Breaking down the New FERC ROE Methodology
|[Updated]

FERC ROE MtM drives 6.74-13.16% ‘zone of reasonableness’; 11.56% ROE

We have prepared a mark-to-market replica of FERC's two-step DCF methodology
(using consensus forecasts for short term growth rates and 2014 dividend yields) and
see up to 100bp of upside to 11.56% from 10.57% as calculated previously. The high-
end zone of reasonableness increases to 13.16% (Portland General Electric, POR) from
11.74% (UIL Holdings) driven by POR’s 12.11% five-year growth forecast. While POR is
not considered an outlier by FERC's definition (five-year growth forecast of 12.1% is
below the 13.3% limit), applying a 10% growth rate (FactSet '13-'16) would lower
POR’s ROE to 11.75%, in-line with the original FERC study high-end. The true 75t
percentile actually would decline from to ~9.50% from ~9.75% still significantly below
the FERC ’high-midpoint average’ methodology.

More room for incentives with a higher top-end

The high-end is critical as this represents the cap on total incentives, disproportionately
impacting ITC Holdings. Our MtM high-end of 13.16% is ‘only’ ~70bp below ITC's
highest earnings subsidiary (ITC Transmission) and could present 140bps of upside
(13.16% less 11.74%). Every 100bp improvement for ITC's ROE is worth ~$0.25/sh,
implying ~$4/sh of upside in our valuation. We would expect a host of companies
including Ameren and Xcel to request ROE incentive adders. Wisconsin Energy has not
pursued the +50bp adder for ROE participation in the past but has not ruled it out.

Upside to ROE should benefit those with pending ROE cases, but primarily ITC

The underlying assumptions in the MtM can change but we view the potential for a
higher ROE cap as a clear positive for ITC in particular (NU's rate has largely been
established through the latest order). At the very least, even in the adjusted scenario
the high-end of the range would be unchanged which should provide investors with
confidence that another leg down is unlikely. ITC has rebounded from its lows and is
up 800bps from its trough, partially on increased REIT confidence. NU has perennially
underperformed YTD with a drop around earnings following the nominal guidance
reduction (essentially a guidance increase when normalizing for the FERC ROE charge).

Figure 1: FERC ROE Analysis Summary

ROE Analysis Summary Low Midpoint High FERC 75th % "True" 75th %
Zone of Reasonableness (Original) 7.03 9.39 11.74 10.57 9.77
Zone of Reasonableness (UBSe MTM) 6.74 9.95 13.16 '11.56 9.48
Zone of Reasonableness (Adj. MTM) 6.74 9.24 11.75 10.49 9.48

Source: Company Filings, FactSet, Yahoo! Finance (I/B/E/S), UBS
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This note updates and replaces a prior version to correct commentary on Page 1
about Wisconsin Energy and ROE incentives and a calculation on the adjusted
MTM row from Figure 1.

The Power Line on the FERC ROE Mark-to-Market:

We see 100bp of upside to the FERC's recently established ROE methodology
upon applying a 'mark-to-market' of underlying assumptions, and another
140bp of improvement over the high-end of the zone of reasonableness, key to
enabling ITC to maintain its current full ROE. We see this as a clear positive for
transmission focused names including the Buy rated ITC, as the review of its ROE
remains pending before FERC via the pending complaint against all MISO
transmission companies. We suspect updated data will necessarily need to be
reflected into the case (although exact timing remains unclear), likely providing
yet another source of upside to Street estimates on ITC (beyond our expectation
for ITC to simply ask to review).

In the most optimistic case for ITC (and other MISO transmission developers like
AEE), If the high-mark of Portland General Electric is challenged (as we would
expect following the scrutiny on UIL Holdings - the original high ROE), the ROE
could be [eft essentially unchanged.

We ultimately caution that the FERC emphasized with its final decision in New
England that it was allowing the current methodology to reflect the exceptional
nature of the capital markets (ie — low interest rates), suggesting there is no hard
evidence to suggest the commission will stay the course on its latest approach.
As such, we see our latest ‘marking-to-market' as indicative of the trend rather
than necessarily being applied in exactly the same manner in subsequent cases.

Circularity to the ROE methodology? Small caps drive ROE sensitivity

Among the broader concerns implicit to the latest methodology is the linear
relationship between projected growth rates (using the IBES 5-year forecasted rate)
and authorized ROE. In particular, we emphasize the approach relies upon
meaningful sensitivity of a select group of small-cap utilities - and their above-
average growth rates. lIronically, ITC is the second-fastest growing utility, on the
back of both its ROE as well as capitalization. Portland General Electric (POR) is a
distribution-focused utility with 'only' $417Mn of gross asset as of 12/31/13.

Consolidation of fast-growing small/mid utilities could impact ROE
negatively

We also suspect the low interest rate environment could yet drive continued
consolidation, as larger utilities seek to potentially acquire smaller capital deficient
utilities in their quests to continue to grow. This could remove top-tier growth
utilities from the list, with the FERC removing any company even pending a
transaction from its peer set. We see this as a potentially broader concern for some
at the top of the list (we don't view ITC as much of a potential takeout target). In
the previous study only four companies were excluded (including the failed ETR-ITC
proposed transaction) for M&A purposes and that number more than doubles in
our FERC methodology replica mark-to-market analysis to nine.

Updated assumptions for ROE
yield 1% improvement to mid-
11% from 10.57% in New
England case (for NU)

We suspect a better decision
could be forthcoming in the ROE
complaint against MISO (and ITC)

Small cap growth utilities drive
the top end of the band

ROEs could be negatively
impacted by acquisition of fast-
growing utilities, by their cash-
rich, larger peers
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But slowing capital investment — and EPS growth - drives down ROEs

However, with ITC and other smid cap utilities likely to see a slowing EPS growth
profile through the decade on the back of slowing demand growth, we see a valid
argument to seeing the high end of the ROE band to compress. While rising rates,
and improving GDP growth should prove offsets to declining growth prospects in
the sector, we estimate ~60% of the underlying ROE building block is premised on
the company's ability to grow in the upper band of the range. It's important to
appreciate that the fastest growing utilities in the smid sector are projected to
grow in the 12% range, significantly above the 4-6% range the 'average' utility
expects through the forecast period (IBES average is 5.3% for this exercise).

What about the California utilities? Continue to benefit somewhat

The other big potential beneficiary from new ROE methodology remains the
California IOUs, emphasizing the potential upside to EIX. We calculate the MtM
uplift as yielding an ROE of 9.48% (vs. 9.77% under the original calculation) using
the 'median' methodology (75% percentile) applied to single companies seeking
new rates (rather than generic ROEs across entire regions). The rate was last set in
a Nov 2013 settlement that granted a 9.30% base plus 50 bps for CAISO
participation and another 65 bps weighted average for project incentives. Our
estimates embed a few extra pennies to account for the likelihood that FERC
transmission ROEs will increase in July 2015 after the moratorium on ROE is lifted.

Meanwhile, this would in theory apply to the PJM transmission names as well, but
without meaningful complaints across many of the larger TOs (aside Maryland), we
see little impact.

What does this mean for ITC? Positive estimate impact

Applying our new ROE methodology would allow ITC to maintain its existing ROE
under a best case assumption, an_$0.25 EPS improvement — and a

corresponding $4/sh improvement in our valuation (with 14x peer grou

and 2x turn premium).

Slowing capex needs could weigh
on long-term authorized ROE
trend

Slight upside on ROE for EIX

PCG's latest black box settlement
yields an effective ROE in mid-
10% range

We read the more constructive
ROE outlook as supportive of
other transmission-oriented
stories, such as AEP and NU. The
decision on the MISO 206 would
benefit WEC and AEE
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Presenting our Peer Group Analysis

Please ask us for a working Excel model version of the note model below.

Figure 2: Updated FERC Methodology Replica ROE Analysis (February 1-August 1

2014; Prepared 8/15)

6 Mo. Avg
LT GDP Adj. Div. Excluded S&P Moody's

Company Tickers I/B/E/S 5Yr Growth Composite Yield ROE ROE Rank Excluded Previously Rating Rating

Portland General Ele.  POR 12.11 4.39 9.54 3.63| 13.16| 100% BBB Baa2
PEPCO Holdings POM 10.00 4.39 8.13 466  12.79 M&A BBB+ Baa3
Ameren AEE 8.90 4.39 7.40 424  11.63 M&A Low ROE BBB+ WR
ITC Holdings ITC 11.48 4.39 9.12 1.77 10.89 97% M&A A Baa2
Hawaiian Electric HE 4.00 4.39 4.13 6.57  10.70 95% BBB- WR
UNS Energy Group UNS 8.00 4.39 6.80 3.29 10.09 M&A Credit N/A Baal
TECO Energy TE 5.08 4.39 4.85 522  10.07 M&A BBB+ Baa3
UIL Holdings ulL 5.58 4.39 5.18 4.80 9.98 92% Credit BBB Baa2
PG&E PCG 6.44 4.39 5.76 4.19 9.94 89% BBB Baal
PNM Resources PNM 8.32 4.39 7.01 2.80 9.81 86% Credit BBB Baa3
CMS Energy CMS 6.80 4.39 6.00 3.79 9.79 84% BBB Baa2
Otter Tall OTTR 6.00 4.39 5.46 4.24 9.70 81% BBB Baa2
NorthWestern NWE 7.00 4.39 6.13 3.46 9.59 78% BBB Baal
ALLETE ALE 6.00 4.39 5.46 4.02 9.48 76%) BBB+ Baal
Cleco CNL 7.00 4.39 6.13 3.13 9.26 73% BBB+ Baal
El Paso Electric EE 7.00 4.39 6.13 3.12 9.25 70% BBB Baal
Northeast Utilities NU 6.31 4.39 5.67 3.57 9.24 68% A Baal
DTE Energy DTE 5.87 4.39 5.38 3.74 9.11 65% BBB+ A3
Dominion Resouces D 6.02 4.39 5.48 3.53 9.00 62% A Baa2
Black Hills Corp BKH 7.00 4.39 6.13 2.82 8.95 59% BBB Baal
NextEra Energy NEE 6.48 4.39 5.78 3.09 8.87 57% A- Baal,
Avista AVA 4.80 4.39 4.66 4.19 8.86 M&A BBB Baa3
Sempra SRE 6.88 4.39 6.05 2.76 8.81 54% BBB+ Baal
Duke Energy DUK 4.19 4.39 4.26 4.52 8.77 51% BBB+ A3
OGE Energy OGE 7.05 4.39 6.16 2.55 8.71 49% A A3
SCANA SCG 4.60 4.39 453 4.18 8.71 46% BBB+ Baa3
American Electric Po. AEP 4.79 4.39 4.66 4.02 8.67 43% BBB Baal,
Great Plains Energy GXP 5.17 4.39 491 3.65 8.56 41% BBB Baa2
Southern Company SO 3.35 4.39 3.70 4.85 8.55 38% A Baal
Wisconsin Energy WEC 5.24 4.39 4.96 3.52 8.47 M&A A- A2
Xcel Energy XEL 4.49 4.39 4.46 3.96 8.41 35% A A3
Alliant Energy LNT 4.90 4.39 4.73 3.66 8.39 32% A A3
Integrys Energy Group TEG 3.50 4.39 3.80 4.58 8.38 M&A A- Baal
Vectren wWC 4.50 4.39 4.46 3.78 8.24 30% A N/A
Pinnacle West Capital PNW 3.75 4.39 3.96 4.28 8.24 27% A Baa3
CenterPoint Energy CNP 3.87 4.39 4.04 4.02 8.06 24% A- Baal,
Consolidated Edison ~ ED 2.72 4.39 3.28 4.59 7.87 22% A WR
Empire District Elec. =~ EDE 3.00 4.39 3.46 4.33 7.80 19% BBB Baal
Westar Energy WR 2.90 4.39 3.40 4.01 7.40 16% BBB Baa3
IDACORP IDA 4.00 4.39 4.13 3.19 7.32 14% BBB Baa2
PPL Corp PPL 1.55 4.39 2.50 4.55 7.05 M&A BBB Baa3
Entergy ETR 1.33 4.39 2.35 4.69 7.04 11% M&A BBB Baa3
MGE Energy MGEE 4.00 4.39 4.13 2.89 7.02 8% Credit AA- N/A
PSE&G PEG 2.00 4.39 2.80 3.99 6.79 5% Low ROE BBB+ Baa2
Edision International  EIX 3.87 4.39 4.04 269 6.74] 3% LowROE  BBB- A3
Exelon EXC 1.37 4.39 2.38 3.75 6.12 M&A Div Cut BBB Baa2
FirstEnergy FE -0.37 4.39 1.22 4.47 5.68 Div & ROE BBB- Baa3
CH Energy Group N/A N/A 4.39 NIA N/A N/A M&A No Est. N/A N/A|
NV Energy N/A N/A 4.39 N/A N/A N/A M&A Credit N/A N/A|

Source: Company Filings, FactSet, Yahoo! Finance (I/B/E/S), UBS. Green cells highlight the High, 75t percentile, and Low figures corresponding to Fig 1.

As discussed above, ITC has almost fully recovered from the FERC decision due at
least partially to the potential for a REIT conversion but Northeast Utilities
continues to underperform. Notably, management has shifted from stating it has
not filed for a Private Letter Ruling (PLR) from the IRS for REIT status, to providing
no comment on the issue. The credibility of such a structure was similarly
enhanced when telecomm towers company, Windstream (WIN) filed for a similar

Clarity on other issues at ITC help
too:

1) REIT potential remains

2) Permanent CFO put in place

3) Lake Eerie merchant project
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REIT structure. We emphasize ROE clarity before FERC remains a gating item

before the company would likely file for such a status (but expect shares to trade
as a function of such likelihood).

We expect this outperformance to continue with greater clarity on a potential new
strategy following the appointment of a permanent CFO by the board last week —
and expanded capital expenditure opportunities, emphasizing its latest Lake Eerie
project as a clear example of a merchant project previously identified by PJM to
deal with ATSI related congestion (although the contemplated project proposed by
PJM would not have interconnected from Canada, but rather from elsewhere in
the PJIM system, and was part of its proposed 'upgrade' costs to Dynegy's
proposed expansion of exports from MISO into the PJIM footprint).

Figure 3: ITC and NU Relative Performance YTD
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Source: FactSet

Reconstructing FERC Two-Step DCF Methodology:

While all parties may not agree on the methodology and underlying components,
we have relied upon the precise methodology to ensure comparability (Docket
EL11-66-001). We suspect a similar methodology will yet be adopted in the final
decision for the pending MISO 206 case (Docket EL14-12-000).

Methodology: Composite Growth Component + Adjusted Dividend Yield = ROE

= (2/3)*IBES Growth Rate + (1/3)*GDP Growth Rate + (Six-Month Dividend Yield *
(1+.59)

Growth Component: Two-thirds short-term and one-third long-term
weighting

(1) Short-Term (2/3) I/B/E/S Five-Year Growth Forecast: The original FERC

analysis uses IBES “Next 5 Years” consensus growth rate from Yahoo!
Finance (finance.yahoo.com)

(2) Long-Term (1/3) GDP Growth Forecast: The annual long-term GDP
forecast of 4.39% from 2017-2040+ was based upon studies from the past

US Electric Utilities & IPPs 19 August 2014
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two years. We consulted the latest available data from EIA and the Social
Security Administration noting insignificant changes hence continue to utilize
4.39%.

Dividend Yield Component: Six-Month Average Adjusted Dividend Yield

The expected dividend is applied against the average share price over the last six
month period (we utilize February 1 — August 1, 2014). An adjustment is applied
to the dividend yield to indicate expected growth of ¥ the composite growth rate.

What utilities make the cut?

The FERC utilizes a national proxy group with the following exclusions based upon
low credit ratings, dividend cuts, significant M&A activity, and/or growth rate
outliers.

(1) Credit Rating: Within S&P (A to BBB-) and Moody’s (A1 to Baa3)
ranges

(@) Excluded by UBS: None
(b) Excluded Previously: MGE, NV Energy, PNM Resources, and Unisource
(2) Dividend Cuts: No dividend cuts in last six months

(@) Excluded by UBS: FirstEnergy (reduced dividend from $0.55/sh to
$0.36/share in 1Q14).

(b) Excluded Previously: Exelon
(3) MR&A Activity: No Significant M&A in the last six months

(@) Excluded by UBS: PEPCO, Ameren, UNS Energy, TECO, Auvista,
Wisconsin Energy, Integrys Energy, PPL, Exelon, CH Energy Group, and
NV Energy

(b) Excluded Previously: Entergy and ITC Holdings
(4) Growth Rate Outliers:
(a) High-End: Cost of equity (17.7%) or Growth rate (13.3%)

The closest to hitting this metric are ITC Holdings with 11.5% forecasted growth
(11-13% "with potential upside” 2014-2018 EPS CAGR guidance) and Portland
General Electric at 12.11% (10% ratebase growth forecast; long-term EPS forecast
not disclosed).

i.  Excluded Currently and Previously: None

(b) Low-End: ROE +100bp is below the Moody’s average six-month
bond yield

i. Excluded Currently (ROE Below ~5.69%): FirstEnergy

FE is the only company presented with a negative five-year earnings growth
forecast which drives an ROE 1bp below the threshold. FE also fails the dividend
cut test above.

ii. Excluded Previously (ROE Below ~5.61%): Edison
International, Ameren, and PSE&G

(¢) No Consensus Growth Rate Available: (Also failed M&A Test)

i. Excluded Currently: CH Energy Group and NV Energy

US Electric Utilities & IPPs 19 August 2014
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ii. Excluded Previously: CH Energy Group (also failed the M&A
test)

Figure 4: Moody’s BAA Utilities Bond Yield

Source: FactSet

The Commission also ended its practice of ‘marking-to-market’ for movements in
US Treasury bonds after utilizing a two-step DCF methodology and commented
that “Treasury bond yields are not necessarily a reliable one-for-one indicator of
changes in investor-required returns.”

Figure 5: 30 Year US Treasury Rate Figure 6: 10 Year US Treasury Rate
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For further details on the FERC ROE proceedings, please refer to our note on ITC
following the decision, 'Putting a Cap on Returns'.

Below we present the results of the original FERC calculation.
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Figure 7: FERC DCF Analysis: Natural Gas Model Using Data for the Six-Month Period Beginning October 2012 and

Ending March 2013

6 Mo. Avg ) DCF
Company Name Div. Yield I/B/IEIS GDP Composite Adj. Div. Yield Result Rank
UlL 472 8.1 4.39 6.86 4.88 11.74 100%
D 4.22 7.27 4.39 6.31 4.36 10.67 97%
NU 3.67 8.04 4.39 6.82 3.79 10.62 95%
PNW 4.1 7.3 4.39 6.33 4.23 10.56 92%
TEG 5.01 5.67 4.39 5.24 5.15 10.39 89%
WR 4.42 6.5 4.39 5.8 4.55 10.34 87%
CNL 3.2 8 4.39 6.8 3.3 10.1 84%
GXP 4.04 6.55 4.39 5.83 4.16 9.99 82%
ALE 4.37 6 4.39 5.46 4.49 9.95 79%
FE 5.26 4.6 4.39 4,53 5.38 9.91 76%
75th Percentile 9.77 75%

LNT 4.14 5.87 4.39 5.38 4.25 9.63 74%
CMS 4.09 5.9 4.39 54 4.2 9.6 68%
BKH 4 6 4.39 5.46 411 9.57 66%
WC 4.64 5 4.39 4.8 4.75 9.55 63%
OTTR 4.6 5 4.39 4.8 4.71 9.51 61%
POM 5.46 3.63 4.39 3.88 5.57 9.45 58%
NEE 3.72 6.2 4.39 5.6 3.82 9.42 55%
SO 4.4 4.8 4.39 4.66 45 9.16 53%
POR 3.86 5.58 4.39 5.18 3.96 9.14 50%
NWE 4.18 5 4.39 4.8 4.28 9.08 47%
AVA 4.84 4 4.39 4.13 4.94 9.07 45%
DUK 4.62 4.2 4.39 4.26 4.72 8.98 42%
CNP 3.99 5 4.39 48 4.09 8.89 39%
XEL 3.9 5.12 4.39 4.88 3.99 8.87 37%
SRE 3.5 5.65 4.39 5.23 3.59 8.82 34%
SCG 4.26 4.43 4.39 4.42 4.36 8.77 32%
WEC 3.51 5.37 4.39 5.04 3.6 8.64 29%
TE 5.09 29 4.39 34 5.18 8.58 26%
HE 4.75 3.3 4.39 3.66 4.83 8.5 24%
DTE 3.97 4.42 4.39 4.41 4.05 8.46 21%
PPL 4.96 2.7 4.39 3.26 5.04 8.31 18%
EDE 4.73 3 4.39 3.46 4.81 8.28 16%
AEP 4.22 3.6 4.39 3.86 4.31 8.17 13%
PCG 4.34 3.1 4.39 3.53 441 7.94 11%
IDA 3.39 4 4.39 413 3.46 7.59 8%
OGE 2.87 4.55 4.39 4.5 2.93 7.43 5%
ED 4.26 2 4.39 2.8 4.32 7.12 3%
EE 3.04 3.7 4.39 3.93 3.1 7.03 0%
AEE 4.99 -1.8 4.39 0.26 4.99 Low-end Outlier
EIX 291 -1.9 4.39 0.2 291 Low-end Ouitlier,
PEG 4.59 -0.68 4.39 1.01 4.61 Low-end Ouitlier
Source: FERC
US Electric Utilities & IPPs 19 August 2014 S UBS 8



Statement of Risk

Risks for Utilities and Independent Power Producers (IPPs) primarily relate to volatile
commodity prices for power, natural gas, and coal. Risks to IPPs also stem from
load variability, and operational risk in running these facilities. Rising coal and, to a
certain extent, uranium prices could pressure margins as the fuel hedges roll off
Competitive Integrateds. Further, IPPs face declining revenues as in the money
power and gas hedges roll off. Other non-regulated risks include weather and for
some, foreign currency risk, which again must be diligently accounted in the
company'’s risk management operations. Major external factors, which affect our
valuation, are environmental risks. Environmental capex could escalate if stricter
emission standards are implemented. We believe a nuclear accident or a change in
the Nuclear Regulatory Commission/Environment Protection Agency regulations
could have a negative impact on our estimates. Risks for regulated utilities include
the uncertainty around the composition of state regulatory Commissions, adverse
regulatory changes, unfavorable weather conditions, variance from normal
population growth, and changes in customer mix. Changes in macroeconomic
factors will affect customer additions/subtractions and usage patterns..
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Buy FSR is > 6% above the MRA. 48% 33%
Neutral FSR is between -6% and 6% of the MRA. 41% 30%
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any, follows.

UBS Securities LLC: Julien Dumoulin-Smith; Michael Weinstein; Paul Zimbardo.

US Electric Utilities & IPPs 19 August 2014 S UBS 10



Company Disclosures

Company Name Reuters 12-month rating Short-term rating Price Price date
Ameren Corp.5a 16 AEE.N Neutral N/A US$38.93 18 Aug 2014
American Electric Power, Inc.4 6b.7.16 AEP.N Neutral N/A US$51.47 18 Aug 2014
Dynegy, Inc.> ¢ DYN.N Buy N/A US$28.70 18 Aug 2014
Edison Internationals: '6 EIXN Buy N/A US$57.54 18 Aug 2014
Entergy Corp.'® ETR.N Neutral N/A US$72.75 18 Aug 2014
FirstEnergy Corp.'¢ FE.N Sell N/A US$32.84 18 Aug 2014
ITC Holdings Corp'® ITC.N Buy N/A US$36.70 18 Aug 2014
Northeast Utilitiesé 13. 16 NU.N Buy N/A US$44.18 18 Aug 2014
PG&E Corporation®: ¢ PCG.N Neutral N/A US$44.99 18 Aug 2014
Wisconsin Energy Corp.'® WEC.N Neutral N/A US$43.28 18 Aug 2014
Xcel Energy Inc.¢ 16 XEL.N Neutral N/A US$30.89 18 Aug 2014

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock

pricing date

4, Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking
services from this company/entity within the next three months.

6a. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment
banking services are being, or have been, provided.

6b. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-investment
banking securities-related services are being, or have been, provided.

7. Within the past 12 months, UBS Securities LLC has received compensation for products and services other than
investment banking services from this company/entity.

13. UBS AG, its affiliates or subsidiaries beneficially owned 1% or more of a class of this company's common equity

securities as of last month's end (or the prior month's end if this report is dated less than 10 days after the most

recent month's end).

16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

For a complete set of disclosure statements associated with the companies discussed in this report, including information on
valuation and risk, please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention:

Publishing Administration.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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Global Disclaimer

This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS.

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either express or
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document (‘the Information’), except with respect to
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation
have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's individual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or
other enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising
out of the use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results.

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the
Information be used for any of the following purposes:

(i) valuation or accounting purposes;
(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument.

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for
any of the above purposes or otherwise rely upon this document or any of the Information.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is
based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation
of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment banking). Analyst
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which
investment banking, sales and trading are a part.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions
expressed in this document.
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACP (Autorité
de Contréle Prudentiel) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this document, the document
is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS
Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS
Securities Espana SV, SA. UBS Securities Espana SV, SA is regulated by the Comisién Nacional del Mercado de Valores (CNMV). Turkey: Distributed by UBS Limited. No
information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in the Republic of
Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed by the Turkish
Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the
instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the prior approval of the
Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of
the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS
Securities CJSC.  Switzerland: Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory
Authority (FINMA). Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Italia Sim S.p.A. UBS ltalia Sim S.p.A. is regulated by the Bank of Italy and
by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS lItalia Sim S.p.A. has contributed to this document, the document is also
deemed to have been prepared by UBS Italia Sim S.p.A.  South Africa: Distributed by UBS South Africa (Pty) Limited, an authorised user of the JSE and an authorised
Financial Services Provider. Israel: This material is distributed by UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority. UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities
Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as
required from a licensee under the Israeli Advisory Law. UBS may engage among others in issuance of Financial Assets or in distribution of Financial Assets of other
issuers for fees or other benefits. UBS Limited and its affiliates may prefer various Financial Assets to which they have or may have Affiliation (as such term is defined
under the Israeli Advisory Law). Nothing in this Material should be considered as investment advice under the Israeli Advisory Law. This Material is being issued only to
and/or is directed only at persons who are Eligible Clients within the meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any
other persons. Saudi Arabia: This document has been issued by UBS AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares,
incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved
by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated in the Kingdom of Saudi Arabia under commercial register number
1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by
the Capital Market Authority to conduct securities business under license number 08113-37. United States: Distributed to US persons by either UBS Securities LLC or
by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’ )
to major US institutional investors only. UBS Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-
US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this
document must be effected through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities
Canada Inc., a registered investment dealer in Canada and a Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct
business in Canada or is otherwise exempt from registration.  Brazil: Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to
persons who are eligible investors residing in Brazil, which are considered to be: (i) financial institutions, (ii) insurance firms and investment capital companies, (i)
supplementary pension entities, (iv) entities that hold financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, (v)
investment funds, (vi) securities portfolio managers and securities consultants duly authorized by Comissdo de Valores Mobilidrios (CVM), regarding their own
investments, and (vii) social security systems created by the Federal Government, States, and Municipalities. Hong Kong: Distributed by UBS Securities Asia Limited
and/or UBS AG, Hong Kong Branch. Singapore: Distributed by UBS Securities Pte. Ltd. [mica (p) 107/09/2013 and Co. Reg. No.: 198500648C] or UBS AG, Singapore
Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an
exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by
the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent
and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co.,
Ltd. to professional investors (except as otherwise permitted). Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd.
is the author, publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to
foreign exchange and other banking businesses when relevant. Australia: Clients of UBS AG: Distributed by UBS AG (Holder of Australian Financial Services License
No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). Clients of
UBS Wealth Management Australia Ltd: Distributed by UBS Wealth Management Australia Ltd (Holder of Australian Financial Services Licence No. 231127). This
Document contains general information and/or general advice only and does not constitute personal financial product advice. As such, the Information in this document
has been prepared without taking into account any investor's objectives, financial situation or needs, and investors should, before acting on the Information, consider
the appropriateness of the Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the
acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product
Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any
decision about whether to acquire the product. The UBS Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg.  New
Zealand: Distributed by UBS New Zealand Ltd. The information and recommendations in this publication are provided for general information purposes only. To the
extent that any such information or recommendations constitute financial advice, they do not take into account any person’s particular financial situation or goals. We
recommend that recipients seek advice specific to their circumstances from their financial advisor. Dubai: The research distributed by UBS AG Dubai Branch is intended
for Professional Clients only and is not for further distribution within the United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch.
This document may have been edited or contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This material is authorized
to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (253825-x).  India: Prepared by UBS Securities India Private Ltd. (Corporate Identity Number
U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000 SEBI
Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, BSE (Capital Market Segment) INBO10951437.

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property
rights. © UBS 2014. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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