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Note:  IPP Composite includes:  AES, CPN, IPR, MIR, NRG, ORN and SGR.
Source:  FactSet and CSFB Estimates
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Source: CSFB estimates, FactSet

Weekly Commentary
Last week our IPP composite closed up 4.6%, outperforming both the NASDAQ (+4.3%) and the S&P 500 (+3.7%).  NRG Energy and Mirant Corp. were the strongest performers in the group, rising 8.0% and 7.9%, respectively.  International Power was the weakest performer, falling 1.2%.
Exhibit 4: Daily Performance For Week Ended 5/18/01
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Source: CSFB, Factset

Week in Detail: Mirant Shines at Analyst Meeting
The major event last week was Mirant’s analyst meeting on Monday and Tuesday (5/14 and 5/15).  Following the meeting, we raised out target price to $62 from $48.  
Overall we came away with greater comfort that MIR is on track to achieve its strategic objectives and meet our earnings expectations.  Further, we believe the meeting showcased the breadth and depth of the management team.
3 Major Conclusions   We left the meeting with 3 major conclusions:
1. The Whole is Greater than the Sum of the MWs   We believe investors have overlooked the value in MIR’s integrated asset/trading and marketing energy merchant platform by solely focusing on the company’s power generation business. We would argue that investors must look beyond the power plants in order to fully appreciate the power of the Mirant story.  Indeed, MIR’s growing presence in the natural gas market will be a major source of future earnings growth.
2. Mirant is Executing   MIR has executed flawlessly since its September 2000 IPO.  Most importantly, our 2001 EPS estimate has increased about 90% since the IPO owing to generally strong business performance, the ability of MIR’s trading and marketing business to capitalize on natural gas volatility and strong North American power prices.  Combined with businesses currently in place, MIR’s new business development effort gives us comfort that the company is well on track to deliver 20-25% EPS growth through 2005.  
3. Mirant is Undervalued   MIR clearly represents one of the best values in the IPP group.  The stock is trading at 23.9 times our 2001 EPS estimate, which represents a 14% discount to the IPP group average of 27.8x.  We believe this discount reflects investor confusion surrounding recent sources of earnings upside and MIR’s ability to sustain its growth rate.  By providing better insight into the economics of its marketing and trading business—particularly as it related to natural gas , we believe management cleared up much of this confusion at the meeting.
President’s “Free Market” Based Energy Plan Positive for IPPs
On Thursday (5/17), President Bush presented the framework of a comprehensive national energy plan that emphasizes more supply, efficiency, fuel diversity, and conservation.  The plan was based on proposals put forth by Bush’s National Energy Policy Development Group (NEPD), headed by Vice President Dick Cheney.
To the extent that the plan emphasizes “free market” approaches to solving the nation’s energy shortages, we regard it as positive for the Independent Power Producers.  The plan resists calling for interventionist measures, such as price caps, to mitigate high wholesale power prices.  In addition, the report attributes the California power crisis to poor public policy and a fundamental supply/demand imbalance.  It does not embrace the theory, put forth by many local California politicians, that power generator market manipulation and price gouging gave rise to the situation.
As positive for the sector, the White House believes that the US will need between 1,300 and 1,900 new power plants over the next 20 years.  The administration wants to remove government impediments to power plant development.
Proposals specific to the power industry call for: 1) development of clean coal technology; 2) expansion of nuclear energy; 3) streamlining of hydro licensing; 4) mitigation of transmission bottlenecks and the potential creation of a national transmission grid; 5) repeal of PUHCA; and, 6) incentivizing energy efficiency and alternative technologies.

Exhibit 5: Daily California Chronology
	Date
	Event

	Monday  5/14
	1. FERC approved Edison’s application to create a holding company that would effectively ring-fence Edison Mission Energy from the parent. The bankruptcy remote structure would allow Edison to use the unregulated business unit as collateral to obtain funds.
2. Edison International announced first quarter EPS of $0.14 per share before losses related to uncollected wholesale costs, compared with $0.32 in the same period of 2000.

	Tuesday  5/15
	3. The CPUC approved a rate increase that average between 7%-55%. Industrial customers' average rates will rise 49%-50%, commercial customers' rates will increase 36%-41%, and agricultural customers will see an increase of 18%-19%. 

	Wednesday  5/16
	4. The FERC approved measures to increase natural gas supplies into California by easing its approval process for new natural gas pipelines into the state.
5. The FERC ruled that QFs in California can sell electricity to third parties if they have power available above and beyond the amount they need to meet their existing contractual agreements.
6. Governor Davis signed a bill establishing a new state power authority called the California Consumer Power and Conservation Financing Authority that will buy build and operate generating plants. 
7. PG&E held its annual shareholder meeting.

	Thursday  5/17
	8. President Bush unveiled his administration’s energy policy that is aimed at easing California and the nation’s energy problems.

	Friday  5/18
	9. No Significant News



Looking Ahead: Brazilian Government to Unveil Proposals to Stimulate Power Supply
This week the Brazilian government is expected to unveil a series of proposals to stimulate generation supply.  In particular, we expect the announcement to include the following elements: 1) tax incentives for power plant developers; 2) increased availability of Brazilian Development Bank (BNDES) funding; 3) proposals to streamline the new plant permitting process; and, 4) other measures to facilitate new plant project financing. See below for details on recent Brazilian regulatory developments.
We believe this announcement will be positive for AES Corp. shares.  Recently, management indicated it would suspend nearly $2 billion of planned Brazilian generation investments due to regulatory issues that have impeded AES’s ability to finance these investments.  The removal of these project financing impediments in Brazil would result in an important growth opportunity for the company.

Exhibit 6: Upcoming Conference Calls and Events
	Date
	Description
	
Time
	Location 
 or Dial-in

	6/12
	Orion Power Analyst Meeting
	All Day
	Baltimore, MD



NERC 2001 Summer Assessment
On May 15, the North American Reliability Council (NERC) published 2001 Summer Assessment Report.  A full copy of this report can be found at http://www.nerc.com/~filez/rasreports.html.  
NERC believes that going into the Summer most regions of the US have adequate generation resources to meet demand, barring a major heat wave or an unplanned outage of a large plant.  However, the study finds California and the Northwest to be major areas of concern.   Further, the report cites Texas, New England and New York City as areas that should be closely watched.  
Exhibit 7: Projected Summer Capacity Margins for NERC Regions
In MW
	
	
	Net Internal Demand
	Available Resources
	Capacity Margin

	Region
	
	2000
	2001
	Growth
	2000
	2001
	Growth
	2000
	2001

	ECAR
	
	95,522
	98,651
	3.3%
	110,525
	114,983
	4.0%
	13.6%
	14.2%

	ERCOT
	
	52,152
	53,391
	2.4%
	61,751
	64,164
	3.9%
	15.5%
	16.8%

	FRCC
	
	34,832
	35,666
	2.4%
	40,645
	43,125
	6.1%
	14.3%
	17.3%

	MAAC
	
	49,325
	51,311
	4.0%
	58,259
	60,457
	3.8%
	15.3%
	15.1%

	MAIN
	47,058
	51,817
	10.1%
	56,523
	61,353
	8.5%
	16.7%
	15.5%

	MAPP
	35,767
	31,346
	-12.4%
	42,381
	40,093
	-5.4%
	15.5%
	21.8%

	NPCC
	
	96,085
	99,494
	3.5%
	120,981
	120,193
	-0.7%
	20.6%
	17.2%

	SERC
	
	145,126
	150,993
	4.0%
	165,792
	175,237
	5.7%
	12.5%
	13.8%

	SPP
	37,498
	38,634
	3.0%
	42,018
	44,649
	6.3%
	10.8%
	13.5%

	WSCC
	127,857
	132,492
	3.6%
	159,330
	162,328
	1.9%
	19.8%
	18.4%


Source: NERC’s Summer 2001 Assessment

Areas of Concern
California   As expected, California will have difficulty meeting its demand requirements this summer.   Based on the NERC’s statistical analysis, California will be exposed to about 260 hours (15 hours per week) of rolling blackouts this summer.  It is anticipated that the average size of these blackouts will be approximately 2,150 MW.  The projected capacity margin for California this summer is expected to be 10%, down from the 15% experienced last year.  
Northwest   Assuming normal temperatures, the Northwest Power Pool (NWPP) is expected to meet its firm internal demand this summer.  However, any further reduction in hydro availability or an unforeseen outage at a thermal unit would result in a shortfall and related rolling blackouts.  Further, neighboring regions will be unable to supply imported power due to their own supply/demand constraints.  Exhibit 8 shown a 25.9% capacity factor, however, this is overstated because it is based of the hydro generating facilities nameplate capacity.  Since hydro availability is constrained the plants will operate well below nameplate capacity.
Areas to Monitor
New York City  New York City’s power situation, though not as dire as California, is dependent on the completion of 11 turbines representing 480 MW before the summer.  New York City’s projected peak summer demand is projected to be 10,535 MW.  Its existing capacity of 8,031 MW falls short of the NYISO’s locational capacity requirement of 80% of peak demand or 8,428 MW.  The projected 397 MW shortfall must be covered with the new turbines.  Locational capacity is the minimum amount of internal capacity needed to sustain reliability.
New England    Last summer, despite New England’s tight supply/demand market, the area was able to avert any difficulties due to cooler than expected weather.  This summer, however, margins are expected to be 12.6% which makes the area particularly sensitive to any heat wave or major plant outage.  Mitigating this exposure, however, is the NEPOOL’s ability to import up to 1,800 MW  from Québec during an emergency.
Texas    Although capacity margins are expected to be sufficient (16.8%) in Texas this summer, the system may experience some operational difficulties related to a system changeover.  On June 1, ERCOT will switch from a multiple control area to a single control area in preparation for the market’s conversion into a fully competitive retail market on January 1, 2002.

Exhibit 8: Capacity Margins for NERC’s Areas of Concern
In MW
	
	
	Net Internal Demand
	Available Resources
	Capacity Margin

	
	
	2000
	2001
	Growth
	2000
	2001
	Growth
	2000
	2001

	Areas of Concern
	
	
	
	
	
	
	
	
	

	California Subregion
	
	49,273
	52,899
	7.4%
	58,001
	58,699
	1.2%
	15.0%
	9.9%

	Northwest Power Pool
	34,127
	34,132
	0.0
	48,773
	46,089
	-5.5%
	30.0%
	25.9%

	
	
	
	
	
	
	
	
	
	

	Areas to Monitor
	
	
	
	
	
	
	
	
	

	New York ISO
	
	30,200
	30,620
	1.4%
	35,636
	36,132
	1.4%
	15.3%
	15.3%

	New England
	
	23,168
	23,650
	2.1%
	26,349
	27,070
	2.7%
	12.1%
	12.6%

	ERCOT
	
	52,152
	53,391
	2.4%
	61,751
	64,164
	3.9%
	15.5%
	16.8%


Source: NERC’s Summer 2001 Assessment


Brazilian Government Announces Energy Rationing Measures
Below we include excerpts from a note issued by our Latin American Utilities analyst—Zeca Mondonca.  The note summarized electricity rationing measures announced by the Brazilian government on Friday (5/18).  This action is being taken in response to Brail’s severe power shortage, which has resulted from extremely low hydro power plant availability.  About 90% of the country’s generation capacity is hydro powered.  Zeca can be reached directly on 55-11/3841-6312.
This news is particularly relevant for AES Corp., which derives nearly 25% of its earnings from Brazil.  Since April 2, AES shares have fallen 8% partly due to concerns surrounding power rationing proposals and their resulting earnings impact.  Management has refrained from isolating the specific EPS impact of rationing on AES.  Instead, it has emphasized that upside in other parts of its asset portfolio should offset any negative impact on consolidated earnings.  See our First Call note dated May 14, 2001 for further details.
The energy rationing measures adopted aim to achieve a 22% reduction in residential consumption - without cuts - 15% in industrial consumption and approximately 25% in commercial consumption.  The decision not to implement “black-outs” for the time being aims to avoid the political disaster of the original proposal.  However, the energy shortage problem is a serious one, and failure to reduce consumption may lead to energy cuts as early as August - critical drought period in the Southeast and Northeast regions.
Short-term objective (next six months) - reduce demand:
1.  Residential consumers broken down by four consumption brackets: (a) up to 100 kWh/month; (b) 101 to 200 kWh/month; (c) 201 to 500 kWh/month; and (d) higher than 501 kWh/month.  Establishes a system of quotas of 80% of the average monthly consumption in the months May/June/July of the year 2000.  A system of quotas will be implemented for those consuming above 201 kWh/month:
· Penalties, higher tariffs: those consumers reducing their consumption below the quota will receive a credit bonus in their next electricity bill, and those who exceed the quota consumption will be required to pay higher tariffs: Those in the two lowest consumption brackets (a) and (b) above will be exempt from the system of quotas; (c) pay 50% above the regular residential tariff of R$ 0.18/kWh; and (d) will pay 200% higher than the normal tariff.
· Bonus:  Those in the lowest consumption bracket (a) will receive a bonus of R$ 2 for each R$ 1 saved in the electricity bill; for the remaining consumers, any consumption below the quota will receive "up to" R$1 for each R$ saved during the next six months.  The actual bonus will be defined based on the "funds" raised with the higher tariffs - the idea is to balance the resources among the residential segment.
2.  Small industrial/commercial energy users - Low voltage: A system of quotas of 80% will be implemented.  Any consumption above that level will be charged based on the wholesale market / MAE referential price.  If a consumer is able to save more energy, consuming below his quota, he will be able to "sell" that energy back to the system at the same price.  The wholesale market will have regular "auctions" of blocks of energy to reflect the water/availability conditions;
3.  Large industrial/commercial users - High voltage: A system of quotas of 75-85% will be implemented.  Each industry, based on the level of labor employment intensity, will have a specific goal.  Electric intensive users, such as the aluminum industry, should suffer the highest cuts.  Any consumption requirement above that level will have to be negotiated in the wholesale market / MAE, or have the supply cut.  If a consumer is able to save more energy, consuming below his quota, he will be able to "sell" that energy back to the system at the same price in the wholesale market, or keep a "credit of energy" able to be consumed later in the year.  They must, however, always have a "positive" balance in this "energy account" with the distribution companies.
Medium/Long-term Objectives
The government did not announce any measure related to the medium/long-term objective (next 12 to 36 months) to increase supply.  We expect the government to announce some new guidelines in the next week, along the lines of the ideas below:
1.  Higher availability of funding to finance expansion - BNDES: the government has authorized the Brazilian Development Bank (BNDES) to offer special credit lines for projects (especially thermo power plants) with the potential to speed up the availability of additional capacity in the energy grid;
2.  Tax incentives: the government will offer tax incentives for expansion projects, thereby reducing the tax burden on machinery/equipment produced domestically and imported;
3.  Long-term PPA Power Purchasing Agreements: the government authorizes Eletrobras to sign PPA Power Purchasing Agreements with FX hedge for the new thermoelectric projects in Brazil;
4.  Gas supply contracts: the government authorizes Petrobras to sign contracts for the supply of gas to thermo power plants at a value fixed in Reais - corrected only once a year, thereby reducing the impact of FX variation during the year;
5.  Speed up construction of transmission projects: the government is expected to accelerate the process of construction of new transmission lines interlinking the S/SE and N/NE regions;
6.  Speed up process of obtaining environmental licenses for energy expansion projects: the government is expected to work together with Ibama (Brazilian Environment Institute) to accelerate the process of approval of new plants and transmission lines;

Debt Market Update
For this section we asked Andy Brooks, our fixed income analyst, to provide an IPP debt market update.  We have found Andy to be an excellent resource and we encourage you to call him with any questions (212/325-3014).  
From an equity perspective, we believe it is useful to monitor the trading activity of these companies’ fixed income securities.  On the whole, the long-term sustainability of these growth stories depends on an IPP’s ability to identify new investment opportunities as well as its ability to attract funding (both debt and equity) on reasonable terms.
From the Desk of Andy Brooks 
Investment grade rated NRG and Mirant further consolidated recent trading gains, while non-investment grade rated Calpine and AES weakened somewhat over the course of the past week. 
· The NRG (Baa3/BBB-) 7.75% 10-year (issued April 2 at +282 bps) traded in another 10 bps to close the week at +225 bps bid. 
· The Mirant (Baa2/BBB-) 7.90% due 2009 closed the week at +270 bps bid, propelled in part by the strong performance of the newly issued debt of subsidiary Mirant Americas Generating (Baa3/BBB-) which has now tightened in 38 bps in 10 years from its +315 new issue spread to +277 bps bid. 
· The AES (Ba1/BB) 8.875% 10-year weakened by 15 bps over the course of the week, reacting to weakness in AES’ stock price and nagging concerns over the company’s Brazilian and Argentine exposure. 
· Calpine (Ba1/BB+/BBB-), too, lost ground during the week with its 8.50% 10-year closing at +322 bps bid (26 bps wide of recent tights) with investors seeming to want to take a breather from the full extent of recently issued “genco” paper which has recently come to the new issue market.    
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Recent Headlines 
· Calpine Makes Three New Business Announcements
Overview:  On May 15, Calpine announced that it entered into an agreement to build, own and operate a 1,030 MW gas-fired power plant in Michigan.  The proposed $500 million Berrien Energy Center is CPN's first Michigan development project.  Calpine entered the agreement with CME North American Merchant Energy, which had initiated development efforts.  The project has a target commercial operation date of 2004. 
In its second announcement of the day, Calpine announced it would acquire two power plants in Canada from Westcoast Energy Inc.  These plants, representing 275 MW, will cost Calpine approximately USD 255 million.  The first is a 250 MW gas-fired facility located in British Columbia that will begin operation in June 2001.  This facility will sell its output to BC Hydro under a 20-year PPA and steam to Norske Skog under a 15-year contract.  The second facility, located in Ontario, is a 50 MW cogeneration facility that entered operation in 1998.  CPN will own a 50% interest in this unit.  The acquisition is expected to close in the third quarter of this year.
Finally, Calpine announced an acquisition of WRMS Engineering, an engineering, construction, and project management company that specializes in designing and engineering facilities high quality distributed generating capacity necessary for the digital economy.  This acquisition will add over 100 engineering professionals and should nicely complement Calpine’s c*Power unit.  
· AES Refinances Tiete Debt
Overview:  AES announced on May 16 that it closed a $300 million 15-year bond offering at 11.50% to refinance debt at Tiete.  Tiete is a Brazilian hydroelectric generation company that consists of ten facilities with a capacity of 2,651 MW.  The financing was facilitated by both inconvertibility and devaluation insurance coverage issued by the United States Overseas Private Investment Corporation (OPIC). 
· AES NewEnergy Wins Contract in New York
Overview:  AES NewEnergy signed a 50 MW supply contract with the US General Services Administration for federal sites in NYC and Westchester County.  The contract length is in excess of two years.
· CMS Plans Peaker in Illinois
Overview:  It was reported on May 15 that CMS Energy (56%) and EnerStar Power (44%) proposed a 400 MW gas-fired peaker in east central Illinois.  200 MW of the planned $160 million project is expected to come on-line in May 2002.  The remainder will begin operation by May 2004.  
N.B.: CREDIT SUISSE FIRST BOSTON CORPORATION may have, within the last three years, served as a manager or co-manager of a public offering of securities for or makes a primary market in issues of any or all of the companies mentioned.

Independent Power Weekly	
Companies mentioned: AES Corporation (AES, $45.75, Strong Buy), Calpine (CPN, $54.65, Strong Buy), Dynegy (DYN), Edison International (EIX, $11.74, Hold), International Power (IPR), NRG Energy (NRG, $34.25, Buy), Orion Power (ORN, $31.35, Restricted), PG&E (PCG, $11.64, Hold), Mirant Corporation (MIR, $45.44, Buy), CMS Energy 
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Exhibit 9: Independent Power Producer Valuation
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Power Pricing Trends
In this section we include power market commentary for selected US regions, adopted primarily from Platts Daily Price Report, published by the McGraw-Hill Companies.  The prices quoted are for previous day trades to be delivered on that day.
Overview: Over the course of the week power prices plummeted across most of the country as evidenced by the 41% drop in the Mirant National Power Index.  Primary drivers included mild weather and generation units coming back online after the spring maintenance season.  The Texas (ERCOT) region and parts of the Midwest bucked the trend with relative pricing strength.
Factor Grid below, we attempt to illustrate the effects of certain key drivers on power prices in selected regions of the United States.  On the Y-axis, we list 8 power price drivers.  On the X-axis, we list 8 discrete power markets.  The arrows indicate the general effect of the driver on prices.  
Exhibit 10:  CSFB’s Market Factor Grid
$ per Mwh
[image: ]
· California and other Western states had a downward but choppy week.  Better than expected hydro availability, lower than expected loads and some added capacity all played a part in keeping prices down.  However, Wednesday’s hot weather in parts of the West lead to some price spikes.
· The Northeast, Mid-Atlantic, and New York all experienced relative price declines due to mild weather and generation coming back online after the spring maintenance season.  Adding some support to the Mid-Atlantic and New England were transmission constraints.
· Spotty hot weather and transmission constraints pushed prices up in Texas and parts of the Midwest.  
· The Southeast began the week down due to mild weather.  However, as the week progressed hot weather brought related price strength.
Exhibit 11: Day-by-Day Pricing in Select Markets
$ per Mwh
[image: ]
1) The daily index represents a volume weighted average for prescheduled, daily on-peak electricity.  Volumes are in MW.
2) NE (New England), CIN (Cinergy), SERC (SERC), NP15 (California North Path 15), NYW (New York West), ERCOT (ERCOT), PJM (PJM)
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Source: Platts Daily Price Report
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Exhibit 12:   Weekly Index of On-Peak Spot Electricity Prices
$ per Mwh
[image: ]

Note: The weekly index represents the average of the daily indexes.  The daily index represents a volume weighted average for prescheduled, daily on-peak electricity.

Source: Power Markets Week, CSFB
Exhibit 13: On-Peak Spot Electricity Price Index Year-Over-Year Comparison
$ per Mwh
[image: ]
Note: NE (New England), CIN (Cinergy), SERC (SERC), NP15 (California North Path 15), NYW (NY West), ERCOT (ERCOT)

Independent Power Weekly	
Source: Power Markets Week, CSFB
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Exhibit 14: Mirant National Power Index
$ per Mwh
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Source: Wall Street Journal




Exhibit 15: Natural Gas Spot Wellhead Composite
$/MMBtu
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Sources:  Natural Gas Week, CSFB estimates
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Exhibit 16:  Current Spreads for Selected IPPs / Projects
Current Spread As of 5/15/01
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Source: CSFB
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AMSTERDAM	31 20 5754 890
ATLANTA	1 404 656 9500
AUCKLAND	64 9 302 5500
BALTIMORE	1 410 223 3000
BEIJING	86 10 6410 6611
BOSTON	1 617 556 5500
BUDAPEST	36 1 202 2188
BUENOS AIRES	54 11 4394 3100
CHICAGO	1 312 750 3000
FRANKFURT	49 69 75 38 0
GENEVA	41 22 394 70 00
HOUSTON	1 713 220 6700
HONG KONG	852 2101 6000


LONDON	44 20 7888 8888
MADRID	34 91 423 16 00
MELBOURNE	61 3 9280 1666
MEXICO	52 5 283 89 00
MILAN	39 02 7702 1
MOSCOW	7 501 967 8200
MUMBAI	91 22 230 6333
NEW YORK	1 212 325 2000
PALO ALTO	1 650 614 5000
PARIS	33 1 40 76 8888
PASADENA	1 626 395 5100
PHILADELPHIA	1 215 851 1000
PRAGUE	420 2 210 83111


SAN FRANCISCO	1 415 836 7600
SÃO PAULO	55 11 3841 6000
SEOUL	82 2 3707 3700
SHANGHAI	86 21 6881 8418
SINGAPORE	65 538 6322
SYDNEY	61 2 8205 4400
TAIPEI	886 2 2715 6388
TOKYO	81 3 5404 9000
TORONTO	1 416 352 4500
VIENNA	43 1 512 3023
WARSAW	48 22 695 0050
WELLINGTON	64 4 474 4400
ZUG	41 41 727 97 00
ZURICH	41 1 333 55 55
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$/Shr
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$/Shr
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Growth

2000E

2001E

2002E

Ratio

%
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Dow Jones Industrials

DJII

--

11,302

11519-9048

--

--

--

--

--

--

--

--

5%

--

Standard & Poor's 500

SP50

--

1,292

1530-1081

--

$50.82

$55.12

$55.63

$61.94

23.4 X

23.2 X

20.9 X

-2%

--

NASDAQ

COMP

--

2,199

4289-1620

--

--

--

--

--

--

--

--

-11%

--

Philadelphia Utility Index

UTY

--

378

399-281

--

--

--

--

--

--

--

--

-4%

--

Independent Power Producers

AES Corp.

AES

SB

$45.75

$73-40

$70

$0.96

$1.46

$1.89

$2.50

30%

31.3 X

24.3 X

18.3 X

61%

-17%

$24.6

Calpine

CPN

SB

$54.65

$58-23

$90

$0.44

$1.11

$1.90

$2.27

45%

49.2 X

28.8 X

24.1 X

53%

21%

$15.3

International Power (c) (d)

IPR

B

$41.25

$53-31

$53

      --

$1.04

$1.73

$1.99

25%

39.6 X

23.9 X

20.7 X

83%

18%

$4.6

Mirant Corporation (e)

MIR

B

$45.44

$45-21

$62

      --

$0.98

$1.90

$2.28

25%

46.4 X

23.9 X

19.9 X

80%

60%

$15.9

NRG Energy

NRG

B

$34.25

$38-16

$37

$0.39

$1.10

$1.35

$1.75

25%

31.1 X

25.4 X

19.6 X

78%

23%

$6.8

Orion Power Holdings

ORN

R

$31.35

$34-16

$28

$0.38

$0.62

$1.20

$1.60

24%

50.6 X

26.1 X

19.6 X

82%

27%

$2.9

Shaw Group (a)

SGR

B

$59.85

$63-19

$65

$0.74

$0.97

$1.41

$1.75

25%

61.7 X

42.4 X

34.2 X

137%

20%

$2.4

Independent Power Producers Average

28%

44.3 X

27.8 X

22.3 X

82%

Utilities with Significant Unregulated Generation Assets

American Electric Power

AEP

H

$49.75

$50 - 29

$50

$2.69

$2.70

$3.64

$3.90

13%

18.4 X

13.7 X

12.8 X

7%

$16.0

Black Hills Corp

BKH

B

$55.94

$56 - 22

$66

$1.73

$2.37

$3.07

$3.20

15%

23.6 X

18.2 X

17.5 X

25%

$1.3

Constellation Energy (b)

CEG

NR

$48.96

$52 - 32

NA

$2.48

$2.43

$3.09

$3.54

13%

20.1 X

15.8 X

13.8 X

9%

$8.0

Duke Energy

DUK

SB

$46.04

$48 - 28

$48

$1.80

$2.10

$2.40

$2.70

14%

21.9 X

19.2 X

17.1 X

8%

$34.0

Edison International

EIX

H

$11.74

$27 - 6

NA

$2.03

$2.04

$2.30

$2.47

7%

5.8 X

5.1 X

4.8 X

-25%

$3.8

Exelon Corp.

EXC

B

$68.38

$71 - 40

$70

$3.17

$3.74

$4.52

$5.00

16%

18.3 X

15.1 X

13.7 X

-3%

$21.8

PG&E Corp.

PCG

H

$11.64

$32 - 7

$10

$2.24

$2.55

$2.84

$3.04

11%

4.6 X

4.1 X

3.8 X

-42%

$4.2

PPL Corporation

PPL

B

$59.89

$60 - 22

$46

$2.32

$3.28

$4.01

$4.57

25%

18.3 X

14.9 X

13.1 X

33%

$8.7

PSE & G (b)

PEG

NR

$49.47

$50 - 33

NA

$3.29

$3.55

$3.70

$4.07

7%

13.9 X

13.4 X

12.2 X

2%

$10.3

Reliant Energy

REI

R

$46.41

$50 - 26

$55

$2.11

$2.94

$2.95

$3.25

15%

15.8 X

15.7 X

14.3 X

7%

$13.8

Xcel Energy

XEL

H

$30.54

$32 - 20

$30

$1.70

$2.10

$2.25

$2.45

13%

14.5 X

13.6 X

12.5 X

5%

$10.4

Utilities with Significant Unregulated Generation Assets Average

13%

16.0 X

13.7 X

12.5 X

Ratings:  (SB) Strong Buy, (B) Buy, (H) Hold, (S) Sell, (NR) Not Rated, (R) Restricted

(a) Shaw Group reports on an August fiscal year

(b) Estimates represent First Call Consensus

(c) CSFB's earnings estimates and target price are in pence and translated to USD at $1.50 per £ 

(d) Each ADR equals 10 ordinary shares

(e) Effective January 22, 2001 Southern Energy changed its name to Mirant Corporation

Source: Company reports and CSFB estimates.
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