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Relative Performances

For the year-to-date, 3-month, 6-month and 12-month periods, performances among the utilities, the S&P 500 and the Dow
Jones Industrials have been about the same, up a little or down a little, hardly an observation that generates investor interest.
But averages disguise individual performances. In the S&P Utilities Index, the best and worst performers year to date were a
turnaround by Dynegy (DYN-not rated), up 27% and a 20% decline by Constellation Energy (CEG-hold), one of the sell side
favorites. Teco Energy (TE-hold), another turnaround candidate, posted a 23% gain for the 6-month period and Questar (STR-
not rated) registered price increases of 24% and 34%, respectively, for the 6- and 12-month periods.

Table 1
Market Indices
Comparative Performance

Q@

S&P 500
Phila. Index
SPDR

Dow Ind.

Best & Worst Year to date

Four of the top five performers in our April 22, 2008 review remained unchanged as of May 13, 2008: Dynegy (up 27% year to
date), Questar (23%), First Energy (FE-not rated-6%) and Exelon (EXC-hold-3%). Teco Energy (10%) joined the top five
following a buy recommendation from CitiGroup on May 9. Teco Energy is the only one among the top five having less than a
50% favorable bias from the sell side community.

Constellation Energy (minus 20%) was the poorest year-to-date performer despite a sell-side bias of 50% (but down from over
80% in January 2007). Its 11% price decline since April 22n reflects profit taking, and perhaps a ‘wait and see’ attitude following
disappointing hedging results in the non-regulated sector for the first quarter. (Hedges work until they don't) Earlier in May,
both Matrix USA and B of A reiterated buy ratings.
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Pinnacle West Capital (PNW-hold-minus 20%) and Ameren (AEE-buy-minus 16%) remained among the poorest five
performers and were joined by Allegheny Energy (AYE-not rated-minus 19%) and Consolidated Edison (ED-hold-minus 15%).
But CMS Energy (CMS-hold-minus 12%) and AES Corp. (AES-not rated-minus 8%), among the worst five performers in our
April review despite favorable sell-side biases, (79% and 88%, respectively) have since rebounded 6% and 11%, respectively.
Recent buy or equivalent ratings on AES Corp. include Lehman Bros., Ladenburg Thalman, CitiGroup and Deutsche Bank.
Recent CMS Energy buy recommendations include Ladenburg Thalman, Credit Suisse, Hilliard Lyons, Wachovia, and Deutsche
Bank. Nicor (GAS-not rated minus 7%) shares gained 12% since April 22nd, which we assume was influenced by a buy
recommendation from Sidoti & Co.

Table 2
Year-to-Date
Market Performance
Best & Worst

Column (3) (4) (5) (6)
Bias Price ytd Bias
Best % | Worst 5/13 % %
Dynegy 75 | Constellation 82 50
Questar 50 | Pinnacle 34 9
Teco 29 | Allegheny 51 82
First Energy 75 | Ameren 46 18
Exelon 56 | Con. Edison 41 7

Trailing 12-Months

Teco Energy’s 4% trailing 12-month price gain was enough to place it among the five best performers in the S&P index. The
remaining four companies were among the top five in our April review: Questar led the index (34%), followed by Exelon (10%);
First Energy (6%); and PPL Corp. (PPL-hold-6%). Exelon Corp., with its $56 hillion equity capitalization, has a 12.56%
weighting and is the giant in the S&P Utilities, dwarfing the $28 billion and 6.39% weighting of the next largest company,
Southern Company (SO-Hold). Because of its size, Exelon is often used as a proxy for the S&P Index by portfolio managers.

The worst 12-month trailing performance was the 30% drop posted by Pinnacle West Capital. Not far behind was NiSource
(NI-not rated) with a 28% decline. CenterPoint Energy (CNP-not rated) is off 21%, but earlier this month buy or equivalent
ratings were issued by Lehman Bros., Jefferies, Credit Suisse and Morgan Stanley. PG&E Corp. (PCG-not rated) has also
lagged, declining 20%, despite it being highly recommended by the sell side. Since May, buy or equivalent ratings on PG&E
have been issued by Lehman Bros., Jefferies, Deutsche Bank, Wachovia, Credit Suisse, Edward Jones, and BMO Capital.

Table 3
12-Months
Market Performance
Best & Worst

Column (1) (2) (3) (4) (5) (6)
Price 12-mos. Bias Price  12-mos.  Bias
Best 5/13 % % Worst 5/13 % %
Questar 66 34 50 Pinnacle 34 9
Exelon 84 10 56 NiSource 18 30
First Energy 76 75 CenterPoint 16 63
PPL Corp 48 73 Nicor 39 22
Teco 19 29 PG&E 41 75
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Most & Least Loved

Table 4 sorts the S&P Utilities Index based on buy or equivalent ratings as a percentage of total recommendations as per
Bloomberg Financial Service (Columns 4 and 8). Columns 2 and 6 list 2009 price/earnings multiples based on consensus
estimates and columns 3 and 7, the indicated annual dividend yields. With the exception of CMS Energy’s 2009 P/E of 11.8
times, the most loved companies have above average price/earnings multiples and insignificant yields.

Then there’s always the contrarian investor, i.e. the portfolio manager who says “Don’ tell me what you like, tell me what you
don'tlike.” The least recommended companies are characterized by low price/earnings multiples and well above-average yields.

Table 4
Most /Least Recommended

Column 1) ) ©) ©) G (6 (0 (©
Price 2009  Yield Bias Price. 2009 Yield Bias
Most 5/13 P/E % % Least 5/13  PIE % %
AES Corp 20 15.4 0.0 88 Con. Ed. 41 13.2 5.6 7
Allegheny 51 155 1.2 82 Pinnacle 34 13.3 6.2 9
CMS 15 11.8 2.4 79 Progress 42 135 5.8 17
First Energy 76 15.1 2.9 75 Ameren 46 13.2 5.6 18
Dynegy 9 30.5 0.0 75 DTE Egy. 43 13.1 4.9 20

S&P Utilities

Table 5 lists the 31 companies in the S&P Utilities Index priced as of May 14, 2008. The companies are sorted by weighting
(column 2). Columns 4-7 list percent price changes on year-to-date, 3-month, 6-month and trailing 12-month bases. Column 8
lists the percentage of buy recommendations to total as per Bloomberg Financial Service. Market value (column 9) is shares
multiplied by price. Earnings per share and price/earnings multiples based on consensus 2009 estimates are in columns 10-11.

Highlighted numbers reflect better than S&P price performance (columns 4-7), analysts’ biases of 75% or greater (column 8),
higher-than-average market values (column 9), lower than average price/earning multiples (column 11), and higher-than-average
yields (column 13).
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Table 5
S&P Utilities
(Sorted by Weightings)

Column (4) ©) ® 0 @ @O (10 (11 (12 (13
Price Bias |MktVal eps P/E | Div. Yield
Company 3-mos 6-mos 1-Yr| % $hil  2009c 2009¢c| PS %
Exelon 7 56 56 4.69 179200 24
Southern 26 28 245 151168 4.6
FPL 53 26 425 154178 27
Dominion 28 29 330 13.8(158 35
Duke 28 24 135 139088 4.7
First Energy 75 23 504 151220 29
Entergy 50 23 793 146(3.00 26
PS Ent. 45 21 331 127129 31
PPL Corp 73 18 252 192|134 28
AEP Corp 61 18 342 129|164 3.7
Edison Intl. 62 17 433 122|122 23
Sempra 71 15 454 129|128 22
Constellation 50 15 643 1271191 23
PG&E 75 14 321 127|156 38
AES Corp 88 13 128 154 0.0
Con. Edison 7 11 315 132234 56
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315 135246 58
347 132|254 56
161 133092 43
330 155(060 12
330 131212 49
212 126108 4.1
132 118|073 4.7
137 1321092 5.1
0.30 305
124 1521080 4.2
400 126|268 53
130 118036 24
256 133[210 6.2
247 160([186 47
311 142 (140 32

Progress 17
[Ameren 18
Xcel ) | 23
Allegheny 82
DTE Energy 20
PEPCO 70
CenterPoint 63
NiSource i 0 30
Dynegy 75
Teco 29
Integrys 63
CMS 79
Pinnacle 9
Nicor 22
Average 47
Source: Bloomberg Financial Service
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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 1 have not been and will not be receiving direct or indirect
compensation in exchange for expressing the specific recommendations in this report.

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.

Analyst's Ratings Distribution

% Investment Banking
Buy 17% 0%
Hold 83% 0%
Sell 0% 0%

The principal risks to the achievement of our price targets include general market trends, disappointing earnings and lower
energy prices and adverse regulatory developments.

Our target prices are based on projected earnings for the following calendar year, and an assumed price/earnings ratio in line
with the company’s historical valuation or those of other companies with similar businesses and prospects.

Capital Management Associates holds positions in the common shares of American Electric Power, Centerpoint Energy,
Consolidated Edison, Dominion Resources, DTE Energy, Duke Energy, Edison International, FPL Group Inc., NiSource Inc.,
PPL Corporation, Pepco Holdings, Progress Energy, Sempra Energy, Southern Company, Teco Energy, and Xcel Energy 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.

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.
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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.




