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The Recovery Challenge —
Electricity Growth Continues to Slow

Even with out the

effects of the 14% 1
recession, sales
growth was 12% 1
stiding.

10% -

The Depariment of
Energy’'s latest
assessment
incorporales new
assumpltions on
efficiencies and
conservation that
consirain long-
term growih ifo
less than one
percent.
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Three Year Average Demand Growth

Period U.S. Growth
50's 9.0%
60's 7.3%
70's 4.7%
80's 2.9%

90's
00-10(p)
10-30(p)

24%
1.1%
0.9%

-2% -
1950

1960 1970 1980

Sonrce: Departiment of Epeiy, Energy Information Agency Annpal Epergy Qudiook 2009, Update f Reference Case
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Looking Out 20 Years

By 2030, the electric utility industry will need to make
infrastructure investments of $1,830 Billion

$1,830B

Projected

Source: Transforming America’s Power Industry, The Brattle Group, November 2008




US Electric IOUs Rating History

1970 — 2010




Rate Case Volume Remains High

Number of Rate Cases Filed




2011 Rate Case Activity

50 filed rate cases in 2011
2010 =55, 2009 = 66
Higher than any year from 1992-2008

Primary driver: Elevated capex
Ensure system reliability
Environmental compliance




2011 ROE Stats & Trends

O Average Awarded ROE (Q4 2011) = 10.29%
O 1990=12.50%

O Average Requested ROE (Q4 '11) =10.66%

O Drivers:
© Historically low interest rates
~ Commissions mitigating increases during tough economic times




Challenges

O For Commissions
O Pan caked rate filings
O Rate pressures - increasingly stressful, contentious relations

O For Consumers
O Rate shock

~ For Utilities




Opportunities

O Mechanisms to avoid the cost and delay of litigated rate cases:
O Construction cost trackers
O Formula rate plans
O Rate and revenue caps

© Revenue decoupling




640 square miles — District of
Columbia, major portions of Price
George's and Montgomery Counties
in Manyland

Electric 747,000 27,663 N/A -
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Requlatory Diversity, 2010 Rate Base*

Strengths Ny

17% MD
26%

» Recent distribution rate case decisions have generally
reflected adherence to key ratemaking precedents

» Regulators have been supportive of cost recovery for DE
AMI, energy efficiency and demand response initiatives 13%

» Regulators have been supportive of decoupling efforts
in Maryland, the District of Columbia and Delaware

= Formularates in place at FERC

23%

Challenges Customer Diversity, 2010 MWh Sales

= Regulatory lag in distribution business Residential 37%

» Recent lower ROEs in certain distribution jurisdictions

= Current focus on improving reliability and customer
service Government 10%

Industrial 6% Commercial 47%

* Based on year-end 2010 rate base.




Conclusion

Thank you and look forward to Dialogue
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