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Electric Utilities
Energy Prices — What if the Drop Isn’t Temporary?
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While listening in on the Merrill Lynch Utility Conference this morning (thanks to Regulation Fair Disclosure (FD) and the
Internet), managements of Duke Energy (DUK-$31, Rated Hold) and Dominion Resources (D-$78, Hold) expressed little
concern over the drop in energy prices, implying the dip is temporary. Fred Fowler, head of Duke's gas business, indicated
that the correction was long overdue. (If only he had talked to the folks at Amaranth Advisors.) Price drops may be
temporary; we can't claim any particular expertise, but we're not sure management success in forecasting has been stellar.
Seems like only a few months ago, several company managements were drooling over 1) profit potential, as oil and gas
hedges rolled off and were re-priced at market, 2) expanding unconventional gas (shale) exploration, and 3) nuclear and
coal operators widening margins versus natural gas. But if the decline is temporary, why are futures also dropping?

Table 1 is simple arithmetic as we averaged NYMEX Henry Hub natural gas and NYMEX crude oil quotes inter-day as of
this morning versus September 15, 2006. The average for 2006 is the October-December and 2007-2010 is the price for
the January-December periods.

Table 1
Average Annual Quotes
Based on Intra-day Prices

NYMEX Henry Hub Natural Gas
9/15/06

9/27/06 5.870 7.598
Change per mcf (0.503)  (0.328)
Change % (8) (4)
NYMEX Crude Oil
9/15/06

9/27/06 61.33 65.02
Change Per Barrel (2.740)  (4.510)
Change % (4) (6)

2006
6.373

2007
7.926

64.07 69.53
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Analyst’s Certification

| Raymond E. Moore certify that the views expressed in this research report accurately reflect my personal views about the
subject companies and their securities. | also certify that | have not been and will not be receiving direct or indirect
compensation in exchange for expressing the specific recommendations in this report. Other reports issued by me are:
Dominion Resources (9/26/06 D $77-Hold); DTE Energy (8/31/06 DTE $42-Hold); Exelon Corporation (8/30/06 EXC $60-
Hold); Exelon Corporation (8/2/06 EXC $59-Hold); WPS Resources (7/25/06 WPS $52-Hold); SCANA Corporation (6/15/06
SCG $38-Buy); Exelon Corporation (4/27/06 EXC $58-Hold); Exelon Corporation (3/23/06 EXC $55-Hold); Exelon
Corporation (3/15/06 EXC $56-Hold); TXU Corporation (2/28/06 TXU $52-Hold); Constellation Energy (2/24/06 CEG $58-
Hold); Consolidated Edison/KeySpan (2/17/06 — ED-$45-Hold, KSE-$36-Not Rated); Exelon Corporation (1/26/06 EXC $58-
Hold); FPL Group/Constellation Energy (1/9/2006 — FPL $42-Not Rated, CEG $58-Hold); TXU Corporation (11/18/05 $50-
Hold); Exelon Corporation (10/4/05 $53-Sell); Constellation Energy (9/13/05 $60-Market Perform); Exelon Corporation
(8/4/05 $54-Sell); Pinnacle West Capital (7/14/05 $45-Market Perform); TXU Corporation (6/8/05 $81-Market Perform);
Duke/CINergy (5/17/05 — DUK-$28, CIN-$45.50-Both Rated Market Perform); Constellation Energy (5/12/05 $54-Market
Perform); Consolidated Edison (4/18/05 $42-Hold); CINergy (3/28/05 $40-Market Perform); Exelon Corporation (3/8/05 $47-
Sell); CINergy (2/23/05 $41-not rated); PPL Corporation (2/8/05 $56-Market Perform Upgrade); TXU Corporation (2/2/05
$72.62-Market Perform); Accounting for Mergers (1/20/05 Exelon $43-sell, PEG $51-not rated); TXU Corp (12/6/04 $61-
Market Perform); Constellation Energy (10/22/04 $40-Market perform); Exelon Corp. (9/9/04 $38-Sell); Progress Energy
(7/14/04 $42-Under Perform); Southern Co (7/12/04 $29-Market Perform); Consolidated Edison (6/24/04 $40-Hold); Scana
Corporation (4/7/04 $36-Buy); Dominion Resources (3/12/04 $63-Market Perform Upgrade); Duke Energy (1/8/04 $21-
Under Perform); Dominion Resources (1/23/04 $62-Under Perform); CMS Energy (11/19/03 $7-Market Perform); Exelon
Corporation (10/15/03 $65-Sell); TECO Energy (6/24/03 $13-Hold); Northeast Utilities (5/30/03 $17-Hold); Southern Co
(4/9/03 $28-Hold); CMS Energy (4/3/03 $5-Sell); Consolidated Edison (3/24/03 $40-Hold); PPL Corporation (3/12/03 $34-
Under Perform); Exelon Corp (2/26/03 $49-Under Perform); TXU Corp (2/6/03 $17, 1/9/03 $20 both Under Perform); Duke
Energy (1/29/03 $17-Under Perform, 1/17/03 $18-Under Perform); Dominion Resources (12/27/02 $54-Under Perform).

Important Disclosures

Guide to Investment Ratings:

Buy Total return is expected to exceed significantly the average total return of the analyst's industry coverage universe over
the next 12 months.

Market Perform & Hold Total return is expected to equal the average total return of the analyst's industry coverage
universe over the next 12 months.

Sell Total return is expected to significantly under perform (15% plus) the total return of the industry coverage universe over
the next 12 months.

Range of Formal Recommendations 17 total 1-buy-15-holds-1 sell
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The firm does not beneficially own 1% or more of any class of common equity securities of the subject company.
The analyst and his household members do not hold positions in the subject company.

Capital Management Associates holds various positions in the common shares of the subject company in managed
accounts.

Neither Shields nor a director, officer or the research analyst has received any compensation for products or services from
the subject company in the past 12 months.

Shields & Company does not make a market in the securities of the subject company.
No officer, director, employee or research analyst of the firm, or a member of the research analyst's household, is an officer,
director or employee of the subject company, nor does any officer, director, employee or research analyst of the firm or

member of the research analyst's household serve in any advisory capacity to the subject company.

Shields & Company is not aware of any actual material conflicts of interest for the research analyst, or the firm, which the
research analyst knows or has reason to know, at the time this report is published or otherwise distributed.

Other Disclosures and Disclaimers

This research report and recommendations agree with the personal opinion of the analyst who prepared this report.

Any financial interest that the research analyst or member of the analyst’s household or any other individual directly involved
with the preparation of this report has in the subject company, has been disclosed in the Important Disclosures section.

Investing is a risky activity and can lead to substantial losses. This report does not provide individually tailored investment
advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive
it. The securities discussed in this report may not be suitable for all investors. Shields & Company recommends that
investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a
financial adviser. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives.



Other Disclosures and Disclaimers, continued

This report is not an offer to buy or sell any security or to participate in any trading strategy. Shields & Company and/or its
employees not involved in the preparation of this report may have investments in securities or derivatives of securities of
companies mentioned in this report, and may trade them in ways different from those discussed in this report. Derivatives
may be issued by Shields & Company or associated persons. The firm does not make a market in the shares of the
companies mentioned, has no relationship with them, and has not received any compensation from them.

Shields & Company makes every effort to use reliable, comprehensive information, but we make no representation that it is
accurate or complete. We have no obligation to tell you when opinions or information in this report change apart from when
we intend to discontinue research coverage of a subject company.

Reports prepared by Shields & Company and its research personnel are based on public information. Facts and views
presented in this report have not been reviewed by, and may not reflect information known to, professionals in other
business areas.

Shields & Company research personnel conduct site visits from time to time but are prohibited from accepting payment or
reimbursement by the company of travel expenses from such visits.




