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Dimming Capacity Auction Prospects

FERC pushes back on some of PJM’s reform in part, likely disappointing

FERC issued two orders late on Friday as part of PJIM’s reforms in looking at the RPM
market. Importantly, it rejected PJM’s wider ask around buying back capacity, setting
the broader issue for a technical conference and review (likely by ~year end), FERC
Docket ER14-1461. Meanwhile, in a split vote, it largely approved reforms geared
towards increasing Demand Response operational flexibility, with a dissenting vote
from Norris, FERC Docket ER14-822. While all the reforms approved thus far (including
the transmission proposal approved a few weeks back) have a positive effect on the
RPM auction, we estimate the cumulative impact should prove quite modest (+$10-
15/MW-day). EnerNOC stated last week on its 1Q call it did not intend to scale back its
operations in PJM, seemingly despite the reforms, holding at steady at ~4-5GW of
cleared capacity YoY. The less onerous reforms are likely to only reiterate the belief
mgmt. can continue to achieve this target. Furthermore, the rejection on implementing
buying back restrictions, etc. will likely enable a further year of meaningful capacity
additions. The PJM RPM auction is set to begin this week today, Monday, 5/12th and
run through Thursday, May 16th. Our price expectations remain at ~$80/MW-day for
RTO and MAAC together, with a bias to the downside, as low as ~$50/MW-day. With
the Street fixated on these reforms as the savior to pricing in the auction (and a
uniform caucus of expectations that they would be approved), we see the latest
datapoint as the first (smaller) negative in coming weeks around the auction (with the
results themselves proving the bigger disappointing vs. expectations of $80-100/MW-
day).

Will FE's ATSI region receive higher capacity pricing? Mostly in FERC hands

A third last issue remains pending (FERC Docket EL14-36) from FirstEnergy filed on April
7th around how its energy-offset to its unit specific (whether the tariff requires the use
of lower of cost or price-based bids in determining marginal cost, or requires just cost
based); this decision could very well impact whether or not the ATSI region clears
separately. Why is this the case? Because in order for ATSI to continue separately, FE
must be able to bid its entire portfolio at a relatively high price; without the ability to
bid in its full cost (presumably its price-based offers are crafted to clear the energy
market, rather than embedding the full marginal cost of operating), it's not as clear
that the units can set pricing. This is particularly true in operating its nuclear plants in
the ATSI zone, where they operate mostly as price takers, but ultimately have
significant fixed costs they need to amortize. Even with this reform approved, it remains
unclear if ATSI will be separate. Without it, it appears ATSI is unlikely to clear separately
in our view. Lastly, we believe these rule changes could yet impact the bidding practices
of Exelon’s nuclear portfolio, adding to the ACRs allowed by their portfolio as well in
the ComEd zone; a positive decision here too from FERC would bolster expectations
this region would breakout separately too.
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Please refer to Page 8 for a one-page recap of our publications this week.
AEP’s second Ohio energy auction nearly clears at $10/MWh

Below we present our analysis of AEP’s second auction where we estimate implied ~ Strength in AD Hub drives
margin of $9.38/MWh, up significantly from $8.53/MWh for the first AEP energy-  substantial margin benefit for
only auction earlier this year reflecting the strong appreciation in AD Hub Pricing  AEP.

(+17%) in just the last few months. This result is yet another construction outcome

in a trend of robust wholesale margins as of late. Both auctions are notably higher

than previous retail auctions in 2013.

Figure 1: AEP Energy Auction Results - Continued Robust Margins Seen

May 6th, 2014 Auction - AEP Auction
Delivery Period: Production from November 2014-May 2015
2014 2015
Tranche Target
# of Tranches Procured 25
1-Year
Actual Clearing Price ($/MWh) 50.00
Power Calendar Forwards 1-Year
AD Hub Price ($/MWh), Annual 39.87
AD Hub Price ($/MWh), Calendarized 39.87
AEP Basis to AD Hub ($1.75)
AEP Hub Estimated Pricing 38.12
Non-Energy Margin 11.88
Margin Ex-Energy/Capacity 11.88
Ancillary Services $0.00
Realized Margin, pre-Shaping/Migration Risk ($/MWh) 11.88
Supply Mgmt Risk Adjustment (~5%) $2.50
Implied Margin post Shaping Risk ($/MWh) 9.38

Source: Company Filings, PUCO, and UBS Estimates
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Florida Supreme Court case regarding NEE rate settlement bears watching

Earlier this week we spoke with Commissioner Ron Brise' of the Florida Public
Service Commission (FPSC). In the next few weeks, we reiterate our Buy rating for
NEE but want to highlight a small risk that the Florida Supreme Court could
invalidate NEE's 2012 4-year settlement, effectively eliminating the $610M
Generation Rate Base Adjustment (GBRA) with no method to restore it short of a
new rate case filing during the 4-year stay-out. To be sure, we feel the risk of this
happening is small and reiterate our Buy rating, but given the potentially large
consequences, we think the outcome is worth monitoring. This case began when
the Office of Public Counsel (OPC) sued the FPSC after the settlement agreement
was approved by the FPSC without OPC onboard. Commissioner Brise' felt
confident of a FPSC victory that would leave the settlement in place but also made
it clear that regardless of outcome, TECO's settlement and GBRA would remain
unaffected. Decisions are usually released on Thursday mornings at 11 AM at
http://www.floridasupremecourt.org/decisions/opinions.shtml. The case # is SC14-
147.

Simplified, OPC essentially argues that since they were established by an act of the
legislature, they have peer-like status with the FPSC and an effective veto over the
approval of any settlement agreement arrived at outside the established record
and procedure of a fully litigated rate case. Commissioner Brise' believes that in
order to invalidate a FPSC order, the Court would have to find that the
Commissioners were unqualified to execute their authority, a high hurdle to clear
that makes an OPC victory very unlikely. Nevertheless, should the Supreme Court
side with OPC, he believes that the FPSC would be likely to try and approve an
amended settlement first. Failing that, they would be likely to go back to the
established record of the case and simply issue a final order as if it were litigated
(within only a matter of weeks once they set a date for a vote). However, since the
official record never included the GBRA, it could not be part of any litigated final
order unless a new rate case was filed altogether. The FPSC docket for the rate
case is 120015. The GBRA provides rate a total of $610M of rate increases over
the next few years as three generation projects go in-service: Cape Canaveral (April
2013), Riviera Beach (Expected COD 2Q 2014) and Port Everglades (Expected COD
Mid-2016).

The Commissioner also noted that with Commissioners Balbis' and Brown's terms
expiring at the end of this year, the next Governor (whomever that may be) will
probably have tremendous influence whomever Governor Scott chooses to appoint
in their places between now and the November election cycle. Even if Governor
Scott were able to complete the appointment process by November (a tight call),
the need for Senate confirmation could easily extend the process into the 2015,
giving the next Governor plenty of opportunity to move the appointments in an
alternative direction. While existing settlements would be virtually impossible to
reopen, the possible election of former Governor Crist could have a major negative
influence on utility regulation in the state, despite the remaining three "Scott"
commissioners having terms extending through 2016-2018.
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On other issues, the FPSC is currently considering the establishment of a
"voluntary" $9 monthly surcharge that customers can choose to pay if they want
to support distributed solar generation. Florida currently has net metering but not
much distributed solar penetration yet. Commissioner Brise' acknowledged that it
will be a "challenge" to support the grid under existing volumetric tariffs with the
increasing use of distributed generation.

E&P ownership clearly top of mind; see this as big positive for NEE

On ratebaseing E&P reserves, the commissioner confirmed high interest in this at
the FPSC. He noted that Florida is the largest single user of natural gas in the
country with 70% of generation from nat gas. "If we can look at projects that
hedge price stability, we should consider it and look at favorably. | think this
would be the general consensus. "

Polar vortex earnings season: 83% of companies
beat

Sole guidance disappointments include FirstEnergy with their guidance reduction
and AES which pointed towards the low-end of its 2014 range due to weak
hydrology expectations.

Figure 2: 1Q14 Earnings Center: UBS Estimates Vs. Consensus (Full Earnings)

|Eompnny Ticker Actual Consensus UB Se Actual v. Consensus
Cynegy CYM $152.00 F  61.00 §159.00 149%
Entergy ETR F 229 % 115 F 1.38 99 1%
MRG Energy MRG  $816.00 F 57000 E570.00 43%
Empire District ECE $0.48 §0.36 §0.43 33%
Ameren Corporation AEE  F 040 % 031 & 038 29%
Southern Company 50 5 066 & 052 % 058 27%
American Electric Power, Inc. AEP 115 % 093 % 093 23. 7%
PPL Corporation FPL 5 080 % 065 % 070 23%
Calpine (EBITDA) CPM F44600 F 36800 F364.00 21%
CTE Energy Co. OTE % 169 & 141 & 144 20%
SCAMNA Corp. 3CG % 137 % 115 & 112 19%
Westar Energy WR 5 052 % 045 & 050 16%
Consolidated Edison ED F1.17 51.02 51.05 15%
Edison International ElX § 080 % 082 & 0488 10%
Sempra Energy SRE § 103 % 095 & 0094 8%
Wisconsin Energy WEC % 091 & 084 & 0488 8%
Ciominion D 5 104 § 09 & 0497 8%
Duke Corporation DUK % 117 & 108 & 1.09 8%
Finnacle West Capital Co. PMNW 5 014 & 013 § 012 8%
Public Service Enterprise Group PEG % 101 & 097 % 097 4%
Hicel Energy XEL 5 052 % 050 % 052 454
ITC Holdings Corp ITC 5 044 § 043 & 043 2%
Mortheast Liilities ML § 074 % 073 & 074 1%
Avista Corporation AVA 081 % 083 % 079 -20%
TECO Energy Inc. TE 5 022 &% 023 % 020 -48
First Energy FE $ 038 % 041 % 0235 -5
MRG Yield MY LD 560 566 569 -9%
Exelon Corporation EXC % 060 % 067 % 066 -10%
AES Corporation AES 5 024 § 027 &5 024 -11%

Source: FactSet and UBS Estimates
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Figure 3: Calendar of Upcoming UBS Events

Date

Event Name

Monday, May 12
Tuesday, May 13
Tuesday, May 13
Friday, May 16
May 18-19
Tuesday, May 20

Tuesday, May 27
Thursday, May 29
Friday, June &
Thursday, June 19

Wednesday, May 21

WY C Lunch: Clean Line Energy Partners' team

NYC Lunch: ApexEnergy

Conf Call: Brattle Group's view on competitive transmission

NYC Lunch: Bechtel Group's Outlook for Transmission Development
Miami: American Gas Association [AGA) Fnancial Power Forum — UBS Sponsored Meetings
Chicago Lunch: Power & Utilities Group Meeting

Conf Call: Rail Disruptions to Coal Plants

Conf Call: PJIM RPM Auction Results with Andrew Ott

Meeting with Consolidated Edison Executive Team

Duke Energy Field Trip

UBS Utilities Toronto Conference

Monday, June 23 Chicago Field Trip: Meeting Exelon’s Executive Power Management team and key regulators
Thursday, June 26 Global Utilities Conference, London, UK
Source: UBS
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Utility Events in the Week Ahead:
Monday (5/12):

(1) UBS Access: CleanLine Transmission Lunch in NYC

Tuesday (5/13):

(2) UBS Access: Apex Energy Luncheon on Wind//Renewables Outlook in
NYC

(3) UBS Access: Conf Call on Competitive Transmission Structures with
Brattle Group

Thursday (5/15):
(4) Dominion: Potential for Draft EIS on Cove Point.
(5) EIX: Hearings on SONGS Settlement

Friday 5/16:

(6) UBS Access: Transmission Roundtable Luncheon (E&C vs. Utility view)

- Competitor conferences all week in various geographies

- Potential details on renewable framework as well as first look at NEE
YieldCo structure potentially disclosed by SEC
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The Power Download: Recap of our research Note titles below are all

= ED: Steamy Winter in the City (May 9) hyperlinks to our full notes
= 1Q14 beat estimates; New NY paradigm - radical changes to future?
» Increased PT $2 to $55 and lifted 2014+ estimates

*= WR: Firming Up the Growth Profile (May 9)
*  WR raises 2014 and gives initial long-term EPS growth guidance

= Increased PT $1 to $39 and increased 2014+ estimates
*= DUK: Emerging Out of the Coal Ashes (May 9)
= Dan River now clean; first-round bids for Midwest gen coming in
= Increased PT $1 to $80 and estimates largely unchanged
= CSAPR Regs: More Unexpected Twists (May 9)
= Latest call suggests battle is far from over, with TX caught in the middle
= AEE: Back to the Regulatory Drawing Board (May 9)
* Ameren is committed to its uphill battle in Missouri legislature
= Maintain PT and increased 2014+ estimates; dearth of ST catalysts
= WEC: It's Had a Good Run (May 9)
= After a good run of speculative outperformance, it's time to take pause
= Reduce to Sell and PT $2 to $44; high quality mgmt. but prem. is rich
» FE: Retail - Abort, Retry...Reprice? (May 8)
= Retail strategy obfuscates upside on latest power market rally
= Increased PT $2 to $35 weaker '14E offset by higher commodity deck
= DYN: Up, Up, and Away (May 8)
= Raising estimates and target to reflect rally in commodity
* Increased PT $10 to $41 on the back of continued power rally
*= AVA: Ecova - Let’'s Make a Deal (May 8)
= Ecova net proceeds will drive a decision — could be as high as $460Mn
= Maintain PT and lifted 2014+ estimates
= Sector: Fueling an Economic Recovery (May 7)
= 1.2% Weather-norm. avg. load growth in 1Q14 —is a trend starting?
= Improved load growth is leading indicator for future capacity prices
» SRE: Unleashing the Rex (May 7)
= Monstrous improvement for the REX project too adds to credibility
= Maintain PT and increased 2015/2016 estimates
* NU: In Pursuit of the Northern Passage (May 6)
= NU/peers appear poised to step-up to the plate and invest in gas pipelines
= Increase PT $4 to $51 on higher peer multiple; estimates unchanged
» Sector: GenCo Commitment Issues (May 6)
* OH remains committed to restructured markets; we continue to suspect
AEP, AES, and DUK will pursue the sale of at least a portion
*= SO: Kemper Tantrums; Reducing to Sell (May 5)
* Reducing to Sell on continued delays for the Kemper IGCC project
= Maintain $40 PT; Kemper delays may eventually lead to more equity needs
» CPN: Buying Back Half of the Company? (May 5)
=  Awaiting details of further buy backs with Southeast sale close in 2Q
» Increased PT $2 to $25; now reflect an asset value approach to SouthEast
= PNW: Weathering the Solar Vortex (May 5)
= Net metering workshops getting underway soon; possible delayed ratecase
= Reducing PT $2 to $61; estimates unchanged
= XEL: An Ambitious Agenda (May 5)
= Guidance for ‘14 maintained, but 2014/5 regulatory risk is the primary focus
= Increased PT $1 to $32 on higher peer multiple; estimates unchanged
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Figure 4: Weekly Utilities Performance

[BENCHMARKS Ticker 5 Day Return YTD Return RSI (14Day) New High/Low?|

S&P500 SPY -0.1% 1.8% 55.1 N/A

Utilities Select SPDR XLu -0.6% 11.3% 50.1 N/A

[COMPETITIVE INTEGRATED Ticker 5 Day Return YTD Return RSI (14Day) New High/Low?|

American Electric Power, Inc. AEP -1.0% 11.9% 545 New High

Dominion Resources D -1.4% 8.0% 45.1 New High

Entergy Corp. ETR 3.3% 17.9% 75.3 New High

Exelon Corp. EXC 1.0% 32.2% 525 NIA

FirstEnergy Corp. FE 0.5% 1.6% 50.3 N/A

NextEra Energy NEE -1.1% 13.2% 51.1 New High

PPL Corporation PPL -0.5% 11.8% 58.3 New High

Public Service Enterprise Group PEG -1.3% 19.8% 43.0 New High

Sempra Energy SRE 0.3% 9.6% 58.1 New High
Average 0.0% 14.0% 54.2

[REGULATED INTEGRATED UTILITIES Ticker 5 Day Return YTD Return RSI (14Day) New High/Low?|

Ameren Corp. AEE -2.2% 8.7% 37.2 N/A

Alliant Energy Corp. LNT -0.4% 11.4% 50.3 New High

Avista Corp AVA 2.5% 14.6% 66.4 New High

CMS Energy CMS -0.5% 9.9% 46.5 New High

DTE Energy Co. DTE -0.5% 15.4% 52.3 New High

Duke Energy DUK -1.2% 4.3% 47.2 N/A

Edison International EIX -0.1% 19.4% 41.6 New High

Empire District Electric Company EDE 0.0% 4.7% 37.0 New High

Great Plains Energy GXP -1.7% 8.0% 42.3 New High

Hawaiian Electric Industries HE 1.2% -9.6% 31.3 New Low

PG&E Corporation PCG -2.1% 8.2% 40.0 N/A

Pinnacle West Capital Co. PNW 2.3% 4.4% 46.2 N/A

PNM Resources Inc. PNM 6.5% 18.3% 61.5 New High

SCANA Corp. SCG -0.3% 10.4% 445 NIA

Southern Company SO -1.2% 6.2% 38.4 NIA

TECO Energy Inc. TE -2.6% 0.6% 36.7 N/A

Westar Energy, Inc. WR 0.6% 10.0% 48.7 New High

Wisconsin Energy Corp. WEC -3.0% 12.1% 41.9 New High

Xcel Energy Inc. XEL -1.4% 10.1% 41.4  New High
Average -0.2% 8.8% 44.8

|IREGULATED T&D UTILITIES Ticker 5DayReturn YTD RetUEn RSI (14Day) New High/Low?|

Consolidated Edison ED -1.1% 1.7% 445 N/A

ITC Holdings Corp ITC 0.2% 15.2% 39.8 N/A

Northeast Utilities NU -0.5% 8.0% 50.5 New High

PEPCO Holdings Inc. POM 2.2% 44.1% 94.3 New High
Average 0.2% 17.2% 57.3

[INDEPENDENT POWER PRODUCERS Ticker 5 Day Return YTD Return RSI(14Day) New High/Low?]

AES Corporation AES -2.0% -3.2% 477 NIA

Calpine Corporation CPN 0.3% 16.7% 56.9 New High

Dynegy, Inc. DYN 7.6% 48.2% 96.5 New High

NRG Energy Inc. NRG 1.6% 18.8% 69.3 New High
Average 1.9% 20.1% 67.6

[YIELDCOs Ticker 5 Day Return YTD Return RSI (14Day) New High/Low?|

Pattern Energy Group A PEGI 11.3% -5.1% 55.8 N/A

Tranaslta Renewables RNW-CA 1.2% 3.6% 55.6 N/A

NRG Yield Inc. NYLD 3.2% N/A 59.7 N/A
Average 5.2% -0.8% 57.0

Source: FactSet
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Figure 5: Utilities Performance (Past Five Days)

Figure 6: Utilities Performance (2014 YTD)
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Source: FactSet Source: FactSet

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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UBS 12-Month ;¢ ition Coverage' '°
Rating 9¢ Services?
Buy FSR is > 6% above the MRA. 47 % 33%
Neutral FSR is between -6% and 6% of the MRA. 42% 34%
Sell FSR is > 6% below the MRA. 1% 23%
UBS Short-Term - 1]
3

Rating Definition Coverage Services:
Bu Stock price expected to rise within three months from the time the rating was  less than  less than

y assigned because of a specific catalyst or event. 1% 1%
Sell Stock price expected to fall within three months from the time the rating was less than  less than

assigned because of a specific catalyst or event. 1% 1%

Source: UBS. Rating allocations are as of 31 March 2014.
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registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained
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Company Disclosures

Company Name Reuters 12-month rating Short-term rating Price  Price date
AES Corporation?2 4 62 16 AES.N Neutral N/A US$14.04 09 May 2014
Ameren Corp.% 16 AEE.N Neutral N/A US$39.31 09 May 2014
Avista Corp'. 32 4 5 6a b6 7, 16 AVA.N Neutral N/A US$32.30 09 May 2014
Duke Energy? 45 62 16 DUK.N Buy N/A US$71.98 09 May 2014
Dynegy, Inc.2 4 > 6216 DYN.N Buy N/A US$31.89 09 May 2014
Exelon Corp.2 4 5 6a 6b, 6¢ 7,16, 22 EXC.N Neutral N/A US$36.20 09 May 2014
FirstEnergy Corp.* 62 16,22 FE.N Neutral N/A US$33.51 09 May 2014
NextEra Energy* & 16 NEE.N Buy N/A US$96.92 09 May 2014
NRG Energy Inc.’s NRG.N Buy N/A US$34.11 09 May 2014
NRG Yield's NYLD.N Neutral N/A US$43.71 09 May 2014
PPL Corporation2 3b.4.5 6a,6c, 7,16 PPL.N Neutral N/A US$33.63 09 May 2014
Public Service Enterprise Group¢® 6 7. 16 PEG.N Neutral N/A US$38.37 09 May 2014
Westar Energy, Inc.2 4 62 16 WR.N Buy N/A US$35.38 09 May 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

1.

2.

3a.

3b.

6a.
6b.

6cC.

16.

UBS Securities LLC is acting as manager/co-manager, underwriter, placement or sales agent in regard to an offering
of securities of this company/entity or one of its affiliates.

UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of
securities of this company/entity or one of its affiliates within the past 12 months.

UBS Securities LLC is acting as advisor to Avista Corp on its announced agreement to acquire Alaska Energy and
Resources Company.

UBS Securities LLC is acting as advisor to PPL Corp on its announced agreement to sell its hydroelectric facilities to
Northwestern Energy.

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

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.

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.

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.

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

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

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

UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last
month's end (or the prior month's end if this report is dated less than 10 working days after the most recent
month's end).

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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Additional Prices: Calpine Corporation, US$22.77 (09 May 2014); Entergy Corp., US$74.61 (09 May 2014); Dominion
Resources, US$69.86 (09 May 2014); Consolidated Edison, US$56.20 (09 May 2014); American Electric Power, Inc.,
US$52.32 (09 May 2014); Southern Company, US$43.67 (09 May 2014); TECO Energy Inc., US$17.34 (09 May 2014); Xcel
Energy Inc., US$30.75 (09 May 2014); Northeast Utilities, US$45.77 (09 May 2014); Empire District Electric Company,
US$23.75 (09 May 2014); DTE Energy Co., US$76.63 (09 May 2014); PG&E Corporation, US$43.59 (09 May 2014);
Wisconsin Energy Corp., US$46.33 (09 May 2014); ITC Holdings Corp, US$36.80 (09 May 2014); Edison International,
US$55.29 (09 May 2014); SCANA Corp., US$51.83 (09 May 2014); Sempra Energy, US$98.35 (09 May 2014); Pinnacle
West Capital Co., US$55.27 (09 May 2014); Source: UBS. All prices as of local market close.
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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 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.

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 Controle 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 Espafia SV, SA. UBS Securities Espafa 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. Italy: Prepared by UBS Limited and distributed by UBS Limited
and UBS ltalia Sim S.p.A. UBS Italia 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 Italia Sim S.p.A. has contributed to this document, the document is also deemed to have been prepared by UBS lItalia 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. This Material is being issued only to and/or is directed only at persons who are Qualified Investors 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, (iii) 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 Comissao de Valores Mobiliarios (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. 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 institutional investors only. 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: 1) Distributed by UBS AG (Holder of Australian Financial Services License No.
231087) and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). 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. 2) Clients of UBS Wealth Management Australia Ltd: This notice is distributed to clients of UBS Wealth Management Australia Ltd ABN 50 005 311 937 (Holder
of Australian Financial Services Licence No. 231127), Chifley Tower, 2 Chifley Square, Sydney, New South Wales, NSW 2000, by UBS Wealth Management Australia Ltd.
This Document contains general information and/or general advice only and does not constitute personal financial product advice. As such the content of the Document
was prepared without taking into account the objectives, financial situation or needs of any specific recipient. Prior to making any investment decision, a recipient should
obtain personal financial product advice from an independent adviser and consider any relevant offer documents (including any product disclosure statement) where the
acquisition of financial products is being considered. UBS AG is authorised to provide financial product advice in relation to foreign exchange contracts in Australia, and
as such UBS AG is responsible for all general advice on foreign exchange and currencies contained herein. 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. 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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